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Q) RECEIVED
FEB 1¢ 1999

COmmUNICATIONS

SOUTH DAKOTA PUB
UTILITIES com:ssmurf

VIA OVERNIGHT DEL: VERY

William Bullard, Executive Director
South Dakota Public Utilities Commission
500 E. Capitol Ave.

State Capitol Building, First Floor

Piere, South Dakota 57501

Re: Applicat Level 3.C T LLC
Dear Mr. Bullard;

Enclosed for filing on behalf of Leve! 3 Communications, LLC (“Level 37) are an original
and ten (10) copics of Level 3's application for a Certificate of Authuiily o Provide Switched and
Dedicated, Resold and Facilitics Based Local Exchange and Interexchange Teiecommunications
Services in South Dakota. Also, please find enclosed a check for $250, made payable to the South
Dakota Public Utilities Commission, to cover the requisite filing fee.

Please date-stamp the enclosed extra copy of this letter and retumn it in the self-addressed,
postage-paid envelope attached. Shoul' you have any questions concemning this filing, please do not

hesitate to contact the undersigned.
Very truly yours,
Tiws. C. Stovte AU

Thomas C. Stortz
Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

Enclosure

cc: Sue E. Weiske
Abby Jensen

Level 3 Comemunications, LLC 1450 Iafinite Dnive  Louisville, CO 80027
www_ Levell com
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BEFORE THE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

RECEIVED
FEB 4 g 1999

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION

In the Matter of the Application of
Level 3 Communications, LLC
a Certificate of Authority to Provide

Switched and Dedicated, Resold and
Facilities-Based Local Exchange

T e T Tw mat Yt e

APPLICATION FOR CERTIFICATE OF AUTHORITY
Level 3 Communications, LLC (“Level 3" or “Applicant™), hereby submits its Application
for a Certificate of Authority to provide switched and dedicated, resold and facilitics-based local
exchange and interexchange telecommunications services pursuant to Section 49-31-3 of the South
Dakota Codified Laws and the Rules of the Public Utilities Commission.
In support of its application for a certificate of authority, pursuant to Section 20:10:24:02
(Interexchange) and Section 20:10:32:03 (Local Exchange) of the Telecommunications Service

Rules, Level 3 provides the following information:

Applicant, Applicant’s legal name is Level 3 Communications, LLC. Level 3 is a limited liability

rompeny and maintains its principal place of business at:

1450 Infinite Drive
Louisville, Colorado 80027
Tele-bone: (303) 926-3000
Facmimile: (303) 926-3400




Correspondence or communications pertaining to this application should be directed to:

Sue E. Weiske

Fraser, Stryker, Vaughn, Meuscy, Olson, Boyer & Bloch, P.C.
7577 W. 103rd Ave.

Westminster, Colorado 80021

Telephone: (303) 635-6904

Facsimile: (303) 635-6965

Electronic Mail: sue.weiske@level3.com

2. 20:10:32:03(2). Name and Address of Each Member. Level 3 Communications,

LLC is wholly owned by its member company, PKS information Systems. The address of PKS

Information Systems is:
PKS Information Services, Inc.
13710 FNB Farkway, Suite 400
Omaha, Nebraska 68154
3. 20:10:24:02(2) and 20:10:32:03(3). Name under which applicant will provide

services. Level 3 will provide services under its legal name, Level 3 Communications, LLC
4. 20:10:24;02(3) and 20:10;32:03(4). Legal Organization,

a. Applicant is a limited
liability company organized under the laws of Delaware on December 1, 1997, and is
qualified to do business in South Dakota. A copy of Level 3's Certificate of Formation is
attached hereto as Exhibit 1, and a Certificate of Authority to transact business in South

Dakota from the Secretary of State is attached as Exhibat 2.




South Dakota and Registered Agent. Applicant does not currently have an office within
South Dakota. Level 3's registered agent in South Dakota is:
CT Corporation System

319 S. Coteau St
Pierre, South Dakota 57501

As a limited liability

company, Level 3 is owned by its member company, PKS Information Services, Inc. PKS

Informstion Services, Inc., is the sole member company of Level 3. PKS Information
Services, Inc. is, in tum, wholly owned by Level 3 Communications, Inc.
The names, addresses and telephone numbers of Level 3's officers are as follows:

James Q. Crowe President, Chief Executive Officer

R. Douglzs Bradbury Executive Vice President, Chicf Financial Officer and
Treasurer

Kevin J. O'Hara Executive Vice President

Thomas C. Stortz Senior Vice President, General Counsel and Secretary

Daniel Caruso Senior Vice President

Michael Frank Senior Vice President

Mike Jones Senior Vice President and Chief Information Officer

Neil J. Eckstein Vice President, Assistant General Counsel and
Assistant Secretary

Matthew J. Johnson Vice President and Assistant Secretary

The managers of Level 3 are: James (). Crowe
R. Douglas Bradbury




Mr. Crowe, Mr. Frank and Mr. Johnson may be reached at the following address:

Level 3 Communications, LLC
3555 Farnam St

Omaha, Nebraska 68131
Telephone: (402) 536-3624
Facsimile: (402) 536-3645

Mr. Bradbury, Mr. Caruso, Mr. Eckstein, Mr. Jones, Mr. O'Hara, and Mr. Stortz may be
reached at the following address:

Level 3 Communications, LLC
1450 Infinite Drive

Louisville, Colorado 80027
“elephone: (303) 926-3000
Facsimile: (303) 926-3400

managerially and technically qualified to provide resold and facilitics-based local and interexchange

telecommunications services in South Dakota. Level 3's officers are well qualified to execute its

business plan, (o provide its proposed telecommunications services and to operate and maintain

Level 3's facilities over which such services will be deployed. Level 3's management team has over
forty years of experience in the telecommunications industry. Descriptions of the extensive
telecommunications and managerial expesience of Level 3°s key personnel are attached hereto as
Exhibit 3.

6. 20:10:24:02(4). Parnership Information. Applicant is not a partnership.

provided telecommunications service in the State of South Dakota. Level 3 recently began offering

Private Line, Managed Modem, and Telephony and Web Coliocation services in certainmetropolitan




markets in the states of California, Colorado, Connecticut, the District of Columbia, [llinois,
Michigan, Texas, and Washington. Within the past year, Level 3 has obtained authorization to
provide local exchange and interexchange telecommunications service in the states of California,
Colorado, Ceanecticut, Delaware, the District of Columbia, Flonda, Georgia, [daho, Illinois,
Indiana, Kentucky, Maryland, Massachusetts, Michigan, Nebraska, Mevada, New Hampshire, New
Jersey, New York, Ohio, Oregon, Pennsylvania, Rhode Island, South Carolina, Tennessec, Texas,
Virginia, Washington, and Wyoming. In addition, Level 3 has pending applications for suthority
to provide telecommunications service in Alabama, Arizona, Arkansas, Kansas, Louisiana, Maine,
Minnesota, Mississippi, North Carolina, Utah, Vermont and Wisconsin. Level 3 has not been
refused certification in any state, nor has it had a permit, license, or certificate revoked by any state,

Level 3 is in good standing with all appropriate regulatory agencies in the states where it is certified.

Parent Organizations. Level 3 is owned by its member company, PKS Information Services, Inc.
PKS Information Services, Inc., is the sole member company of Level 3. PKS Information Services,

Inc. is, in tum, wholly owned by Level 3 Communications, Inc.

PKS Information Services, Inc. Level 3 Communications, Inc.
13710 FNB Parkway, Suite 400 3555 Famam Street
Omaha, Nebraska 68154 Omaha, Nebraska 68131

Level 3 has one subsidiary company, Level 3 International.

Level 3 Intrmational, Inc.
6 Braham Street
London, England El 8EE
United Kingdom




Level 3 secks authority to provide all
forms of facilities-based and resold local exchange services, which will allow its customers to
originate and terminate local calls 1o other customers served by Level 3 as well as customers served
by all other authorized local exchange camiers. Level 3 will also provide switched access services
1o interexchange camers, which will allow Level 3's customers to originate and terminate intrastate
and interstale calls to and from customers of all interexchange carriers.

Exchange services will include, but will not be limited to, the following: (i) local exchange
access services 1o single-line and multi-line customers (including basic access lines, direct inward-
outward PBX trunk service, Centrex services, and ISDN); (ii) local exchange usage services 1o
customers of Level 3's end-user access line services; and (iii) switched and special carrier access
services to other common camers. Level 3 intends to offer both inbound and outbound intral ATA
scrvices. This will be accompilished through a combination of its own facilities and through the
resale of the facilities of purchased and leased assets.

Level 3 also intends to offer intrastate interexchange services to and from all points within
South Dakota, including, but not limited to, direct-dialed (*1+7) service, and inbound and outbound
intralL ATA services. This will be accomplished through a combination of its own facilities and

through the resale of the facilities of other certificated carriers.  Applicant’s services will be

available on a full-time basis-24 hours a day, scven days a week

& 20:10:32:03(7xa) Classes of Customers. Le el 3 will initially target business
customers. Eventually, Level 3 may offer residential service.




. Level 3 plans to
begin offering Long Distance services in the State of South Dakota by fourth quarter 1999.
c. 20:10:24:02(6). Facilities to be used to provide service and 20:10:32:0

's), [Initially, Level 3 will
provide resold services to its customers, but ultimately will provide services over its own
facilities. Level 3 will install state-of-the-art telecommunications equipment and construct
fiber-optic network infrastructure, which will be able to provide trunking facilities to the
incumbent local exchange carmer (“ILEC™) and/or onc or more competitive local carriers
(“CLEC: "). The fiber-optic network infrastructure will be able to connect Level 3's network
to major [LEC central offices and customers in the central business district and outlying areas
of business concentrations in each market. Level 3's network will also be able to connect
to an ILEC tandem switch and certain IXC points of presence (“POPs"). Level 3 will deploy
state-of-the-art transmission and multiplexer equipment in each of the ILEC central offices
in which it is collocated. As each customer is obtained, service will be provisioned either
on Level 3's own internal fiber-optic network or by leasing unbundled loops to other

facilities (e.g., T1s) from the ILEC to connect the end user to Level 3's network. Level 3

will also provide around-the-clock network monitoring and customer service centers.
d. 20:10:32:03(7)d). General Nature of Service Authority Requested, By this

application, Level 3 is secking authority to provide intrastate interexchange, exchange

access, and local exchange telecommunication service.




authority to provide its proposed interexchange services 1o and from all points within South Dakota.
Level 3 may be prohibited from serving those rural aress that are served by providers that have been
granted a suspension and/or modification under Section 251(f)(2) of TA-96. While Level 3 will not
be able to serve all areas within the state immediately upon authorization, it is in the public interest
10 grant broad certification in order that the benefits of competitive telecommunications services
might be brought to all areas of the state and to conserve Commission resources which would
otherwise be expended if additional proceedings were required merely to consider expansion of a
more limited authorization. Level 3 will initially provide local exchange service in the exchange

arcas of US WEST and thercfore, requests a waiver of the local exchange mzp requirement.

services Lo its customers, but ultimately will provide services over its own facilities. During the

initial phase of Level 3's operations in South Dakota, Level 3's customers will continue to remain
on the [LEC network and continue o have “911" and “0-dialed” emergency calls directed to [LEC
Public Safety Answering Points (PSAP), and access to operator services and directory assistance,
via the ILEC network. As facilities are constructed, however, and Level 3 customers may be
wransitioned to service that is delivered over Level 3's facilities, customers also may access these

services via Level 3's network, which will be interconnected with the public swatched 1elephone

Ammsngements, and Tariffs. Level 3 is financially qualified to provide local exchange telecommuni-

-8-




cations services in South Dakota. In particular, Level 3 has access 1o the financing and capital
necessary lo conduct its telecommunications operations as specified in this application. As a start-up
company, Level 3 will rely on the financial resources of Level 3 Communications, Inc, its corporate
parent, 1o provide initial capital investment and to fund the start-up phase of operations. Level 3
Communications, Inc., has financed Level 3's initial operations and will continue to provide
financial support 10 Level 3 so long as Level 3 requires additional capital and resources to complete
its networ 'ts and construct facilities. Level 3 is a start-up operation and therefore does not yet have
its own financial statements. Accordingly, Level 3 has attached hereto as Exhibit 4 a copy of Level
3 Communications, Inc.'s most recent Annual Report on SEC Form 10-K/A, and a copy of its
quarterly report on SEC Form 10-Q for the period ended Septemeber 30, 1998.Y As shown in Level
3 Communications, Inc.’s quarterly report on SEC Form 10-Q, Level 3 Communications, Inc. has
over $4.8 billion dollars in total assets, including over $600 million in cash and cash equivalents.
Level 3 respectfully submits that these documents clearly demonstrate Level 3's financial ability w
provide the proposed services and therefore renders the creation and submission of stand-alone

financial statements for Level 3 unnecessary.

v Level 3 Communications, Inc. (formerly known as Kiewit Diversified Group Inc.), previously
was a subsidiary of Peter Kiewit Sons’, Inc. | cvel 3 Communications, Inc. subsequently merged into Peter
Kiewit Sons’, Inc., and the surviving entity changed its name to Level 3 Communications, Inc. Please note
that the attsched SEC form reflects this name change and has been filed with the SEC a3 an amendment 1o the
original form filed under the name of Peter Kiewit Sons’, Inc.




Because Level 3 has not begun interconnection negotiations, Level 3 requests a waiver of the

requirement (o file a proposed initial local exchange tanfT including proposed rates until such time

as negotiations are completed. Level 3 intends to begin negotiations with US WEST during the
fourth quarter of 1999.

Anached hereto as Exhibit 5 is an illustrative local exchange tanff, which does not include
rates. Also anached, as Exhibit 6, is Level 3's proposed interexchange taniff.

i3. 20:10:32:03(16) Rural Carier Interconnection. Level 3 does not currently seek to
offer service in the area of a rural telephone company.

Ken Williams

Vice President of Customer Services

Level 3 Communications, LLC

7581 W. 103" Ave.

Westminster, Colorado B0021

Telephone: (303) 635-9000

Facsimile: (303) 635-9670

Electronic Mail: ken.williams@levell.com

The following toll-free number is available for customer service inquiries:

(877) 4-LEVELS3 ((877) 453-8353).




Questions concerning the ongoing operations of Level 3 following certification should be
directed to:
Thomas C. Stortz
Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, Colorado 80027
Telephone: (303) 926-3000
Facsimile: (303) 926-3409
Electronic Mail: thomas.stortz@level3.com
Level 3 provides the following information regarding repair and maintenance. Because
service initially will be provided on a resold basis, Level 3 intends to negotiate suitable arrangements
with the incumbent local exchange carriers to provide for maintenance and repair of the resold
facilities to be used to provide service. Ifa customer has a service effecting problem, they can call
Customer Care at 1-877-4LEVEL3, 24 hours a day, 7 days a week. Customer Care will open a
trouble ticket and dispatch/refer the ticket to the Network Operations Center (NOC). If the NOC has
1o refer the trouble to a LEC/CLEC, they will execute the dispatch. If the trouble needs to be
dispatched 1o one of our Gateway sites, the NOC will also execute this function. The NOC will be
responsible for obtaining status and escalating to the LEC/CLEC and Gateway (Field Operations),
Subscribers will cither be billed directly by Level 3 or by its intermediary, or charges will be
included in the subscriber’s regular local telephone bill pursuant to billing and collection agreements
¢stablished by Level 3 or its intermediary with the applicable local telephone company. Level 3 will
render bills monthly and payment is duc within 30 days of receipt. For any customer for which there
ismom:wﬂingba]mlhﬂi:mmmJﬂdaysovc:ﬂuc.chcHn:su\-cs:herightmimpma

late payment charge.




15, 20:10:24:02(11) and 20:10:32:03(15). Marketing, Services may be marketed via
Internet web advertising, direct mail or through direct sales. In addition, customers desiring to
purchase Level 3°s services may do so by calling Level 3's toll-free number, (877) 4-LEVEL3 ((877)
453-8353). Level 3 does not intend 10 use any multi-level marketing program. At this time, Level
3 is still developing its marketing matenals for use in South Dakota and does not have any sales
brochures.

16.  20:10:24:02(12) and 20:10:32:03(14). Cost support Level 3's proposed IXC
services are competitive services; therefore, Level 3 has not provided cost support for rates shown
in its tarifl. The rates for Level 3's local exchange services will be determined and supported by the

interexchange agreement yet to be negotiated with US WEST.

Unauthorized Customer Switching. Level 3 has never had an incident of slamming or any other form

of customer complaint. Level 3 will comply with South Dakota law and the Federal Communica-
tions Commission’s (“FCC’s") regulations regarding how interexchange carriers may change a
consumer's Primary Interchange Carrier (“PIC™). Level 3 will also comply with the FCC's
forthcoming regulations regarding how carricrs may change a consumer's primary local exchange




commission regarding the unauthorized switching of a customer's telecommunications provider or
the act of charging customers for services that have not been ordered,

20.  20:10:24:02(15) and 20:10:32:03(22). Written request for waiver. Level 3 requests
a v aiver of the local exchange map requirement, as it will initially be serving in the local exchange
service arcas of US WEST. (See 20:10:32:03(8).) Level 3 also requests a waiver of the local
exchange tariff requirement, as it has not yet entered into negotiations with an Incumbent LEC, and
therefore, can not yet determine the rates for its anfl. (See 20:10:32:03(13).)

0:24-02(16

any otber information requested by the commission needed to demonstrate that it has sufficient
technical, financial, and managerial capabilities to provide the interexchange and local exchange
services il intends to offer.

WHEREFORE, Level 3 Communications, LLC, requests that the South Dakota Public
Utilities Commission issue it a certificate of public convenience and necessity to provide switched
and dedicated, resold and facilities-based, local exchange and interexchange telecommunications

services in South Dakota.

itted,

Thomas C. Stoftr’

Senior Viee President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Lowisville, Colorado 80027

Telephone: (303) 926-3000

Facsimile: (303) 926-3400
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Certificate of Formation




I, EDWARD J. FREEL, SECERTARY OF STATR OF THE STATE OF
DELAMGRE, DO EEIREDY CERTIFY THE ATTACEED IS A TRORE AMD CORRECT
COPFY OF THR CENTIFICASE OF LIMITED LIABILITY COMPANY OF “LEVEL 3
COSMEMICASTONS, IIC®, FILED IN THIS OFFICE OF THR FIRS? DAY OF
DECEMEER, A.D. 1997, AT 11 O'CIOCE A.M.

Lidfl

. Freel, Secretary of state

2827172 8100 AUTHENTICATION:  g7g4499
971407141 DATE  12.02-97
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CERTIFICATE OF FORMATION
or
LEVEL 3 COMMUNICATIONS, LLC

The pemo of the compary shall be Lavel 3 Comemunications, LLC ("Company”)-

o
REGISTERED AGENT AND OFFICT

The ners end eddress of the Compeny's registered agent in Delsware is:

The Corpomstion Trust Compesy
c;—uun-c—
1

Orengge Strost
Wikssingson, DE 19801 (New Castls County)
[N WITNESS WHEREOF, the wdorsigned sszhorized persce hes camssd this Cortificans

of Formation 1o bs exscuted this 263day of November, 1997.
PKS INFORMATION SERVICES, INC.
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stare of Delazcare

-

Cffice of /12 Secretary ar 31t mae 1

I, EDVMARD J. TREEL, SECRETARY OF STATE OF TER STATE OF
DELAGRE, DO EEFESY CERTIFY "LEVEL 3 COMMUWICATIONS, LILC* IS
DULY FORMID UNDER THE LANS OF THR STASE OF DELAMARE AND IS IN
GOOD STANDING AND HAS A LEGAL EXISTENCE SO VAR AS THE RECORDS OF
THIS OFFICE SHOW, AS OF TEE SECOND DAY OF DECEMEER, A.D. 1587.

. Freel, >ecretary of state

2827172 8300 . ACTHENTICATION:  g784309

871407141 DATE  12-02-97




Exhibit 2
Certificate of Authority to Transact Business




OFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF AUTHORITY

LIMITED LIABILITY COMPANY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, hereby certify that the Application for
a Certificate of Authority of LEVEL 3 COMMUNICATIONS, LLC
(DE) to transact business in this state duly signed and
verified pursuant to the provisions of the South Dakota
Limited Liablility Company Act, have been received in this
office and are found to conform to law.

ACCORDINGLY and by virtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach hereto a duplicate of the application to
transact business in this state under the name of LEVEL 3
COMMUNICATIONS, LLC

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
Scate of South Dakota, at
Pierre, the Capital,

Har 4, 1998.
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Sueretms of State %

Pierre SD 57501-5070 MAR 24 1999
G05-T73-4845 |
AT
/f'rmmm OF AUTHORITY APPLICA :
® OF A

IGN LIMITED LIABILITY COMPANY

2
of the foreign Limited Liability Company is:
Level 3 Commmicacrions, LLC

2. The oame of the siate or country under whose law it is organized
is: Delsware

3. The street address of its principal office is:
— 3533 Farpanm Street. Omaha. Nebrasks 68131

4. The address of its initial ofTice in South Dakota is:
319 5. Coteau Street, Plerre, South Dakota 57501

5. The pame and street address of its initial agent for service of process in
South Dakota is:

C T Corporation System

319 5. Coteau Street

Pierre, S.D. 57501

6. The period of duration is: __Perpetual

7. If the h—mmmmmmm
uﬂnm-l’-cl mansger:

James Q. Crowe, 3555 Farnam Street, Omaha, Nebraska 68131
R. Douglas Bradbury, 3555 Farnam Street, Omaha, Nebraska 68131
Terrence J. Ferguson, 3555 Farpam Street, Omaha, Nebraska 68131




- . = 8. Whether more of the members of the company are to be liable for its
= debis and 0:%@;: provision similar to section 303(c).

Ho.

Lok >
B N

The application must be signed by a member If the company is y it

mmhu\nmpdmwb?:wﬂhnww:?mpny.

Date: March 19, 1998

_
%nmc ?j ru-éau. Manager

- The J r authority must be accompanied by the first annual repont.

accompanied rrently dated
qf&%wﬂﬂuczyﬂm of State




Secretary of State
State of South Dakota
500 E. Capitol

Pierre SD 57531 -5070
605+1‘3-43-(

ﬁ/ FIRST ANNUAL REPORT
OF A
LMTED LIABILITY COMPANY

,'31 the Limited Liability Company is:
I..w'll B%o-trniuttnnl LLC

2. I’E- state or country under whose law it is organized is:
‘Delavare

j. The address of its registered ocffice and the nazms and addrass
of its registered ageat for service of proceas in Socuth Dakota

is:
319 S. Coteau Street, Pierre 57501

—CT Corporagion Svatem

The address of its principal office is:
3555 Farnam Street, Omaha, Nebraska 68131

The names and business addresses of any managers:

James . Crowe, 3555 Farnam Screet, Omaha, Nebraska 68131
R. Douglas Bradbury, 3555 Farnam Street, Omsha, Nebraska 68131
Terrence J. Ferguson, 3555 Farnam Screec, Omaha, Nebraskas 68131

6. The dollar amount of the total agreed contributions to the
limited liablility company is $1,000.00 .

Date: March 1%, 1998

gnature
Terrence J. Fergu

= FILING FER:

AGREED CONTRIBUTION FEE

Not in excess of §50,000 £ 90

$50,001 to $100,000 $150

In excess of §100,000 §150 for first $100,000 plus $.50
for each additicmal $1,000

The maximum smount charged may not exceed sixteen thousand
dollars.




CT CORPORATION SYSTEM

March 30, 1998

208 Sovh LoSclle Srew RS Level 3 Comumunications, LLC
Chacoge. L 60604 (Delaware Domestic)
T 312 345 O Order & 1182351

o= 312 750 Qas0 S Vik
Peter Kicwit Sons” Inc
1000 Kicwit Plara
Omabr Nebraska 68131
Dear Laurie,

1 am plessed 10 enclose official evidener of the Registration of the above mentioned
Limited Lishility Company in the State of Scuth Dakota effective on March 24, 1998.

Showid you have say questions regarding Ui matter, plesse give me 2 el
Very truly yours,




Exhibit 3
Qualifications




James Q. Crowe is President and CEO of Level 3 Communications, Inc., formerly known
as Kiewit Diversified Group Inc.. a wholly owned subsidiary of Peter Kiewit Sons’, Inc. (PKS).
Level 3 is a diversified corporation with interests in construction, mining, telecommunications,
energy and infrastructure privatization and development.

Mr. Crowe previously held the position of Chairman and Chiel Executive Officer of MFS
Communications Company, Inc. (MFS) from July 1986 until December 1996. When the company
merged with WorldCom, Inc. in 1996, he was then elected Chairman of the Board of WorldCom.

MFS was the narent corporation of a family of companies serving the commumnications needs
of business and government, and was a unit of PKS until Scptember 1995 when it was spun off and
became an independent, publicly owned corporation. Prior to founding MFS, Mr. Crowe was Group
Vice President of Morrison Knudsen Corporation.

Mr. Crowe presently serves on the board of directors of Level 3 Communications, Inc, Peter
Kiewit Sens' Inc., RCN Corporation, Commonwealth Telephone Enterprises, Inc., and Inacom

Mr. Crowe graduated from Rennsclaar Polytechnic Institute with a bachelor of science

degree in mechanical engineering. He also holds & master of business administration degree from

Pepperdine University.




R. Douglas Bradbury has been Executive Vice President and Chief Financial Officer of Level
3 Commumications, Inc., since August 1, 1997. Prior to joining Levei 3, Mr. Bradbury was the Chief
Fimancial Officer (1992-1996), Executive Vice President (1995-1996), and Senior Vice President
(1992-1995) of MFS Communications Company, Inc. He was Senior Vice President—Corporate
Affairs for MFS Telecom from 1988 10 1992.

Before joining MFS in 1988, Mr. Bradbury served as Executive Vice President and Chief

Operating Officer at Amenican Pioneer Telephone, Inc., a regional long distance carrier based in

Orlando, Flonda, and as Vice President of Manufacturers Hanover Trust Company in New York

and Milan, Italy.




Mr. Caruso is responsible for Level 3's network services organization. This organization
designs, engineers, constructs, and operates Level 3's communications network.

Prior to joining Level 3, Mr. Caruso was responsible for WorldCom's Local Service network
planning and service delivery organization. This organization was charged with developing new
local markets, implementing CLEC networks in WorldCom's local markets, planning for the local
switch and fiber networks, developing business support systems to enable scaling of local switched
services, and providing local switched service.

Prior to this assignment, Mr. Caruso managed network development groups. These groups
were responsible for driving MFS's network expansions into new geographical markets in the
northeast and central regions of the United States. Mr. Caruso’s responsibilitics included overseeing
the business plan and “build versus buy™ analysis, securing franchise and right-of-way agreements;
acquiring start-up competitive access providers, negotiating joint venture agreements, and oversecing
network construction.

Before joining MFS in January 1993, Mr. Caruso spent several years at Ameritech. His most

recent position at Ameritech was with their corporate Jevelopment group, where he analyzed

Ameritech’s entry in cable TV, security alarm services, and other ventures. Mr. Caruso also held

P e i ial positi ithin Ameritech's : -
Mr. Caruso holds a master of busincss administration degree from the University of Chicago
and a bachelor of science degree in engincering from the University of lilinois at Champaign—

Urbana.




Mr. Jones is Senior Vice President and Chief Information Officer for Level 3 Communica-
trons. Mr. Jones’s organization is responsible for the development, support and operations of ail of
Level 3's information and network management systems.

Prior to joining Level 3, Mr. Jones was Vice President and Chief Information Officer for

Corporate Exp rss. Inc., in Broomficld, Colorado. Corporme Express is a $4 billion international
Prior to joining Corporsic Express, Mr. Jones was the director of billing systems for Sprint
Imternational, and an associ~te partner with Andersen Consulting.
Mr. Joncs has a degree in accounting and computer science from Southwestern Okishoma




Michael R. Frank

Mr. Frank is currently Senior Vice President of Human Resources for Level 3 Communica-
tions. Prior to this assignment he was Scnior Vice President of Human Resources for MFS
Communications from 1994 to 1997. Additionally he has held senior level human resources
positions a1 the Walt Disncy Company, Pepsico, and General Mills over the past 20 years.

M. Frank has been active in numerous industry, functional and civic organizations and is
an occasional speaker for those organizations. Mr. Frank received his bachelor’s degree from

Creighton University in Omaha.




Since January 1998, Matthew J. Johnson has been Vice President, Corporate Legal, of Level

3 Communications, Inc. From 1995, Mr. Johnson was Vice President, Legal, of Peter Kiewit Sons’,
Inc., one of North America’s largest and most respected construction organizations. From 1991-

1994 Mr. Jo nson served as corporate counsel for Peter Kiewit Sons’, Inc,
Mr. Johnson received his law degree from the University of Texas in 1980, and received a

bachelor of arts degree from the University of Nebraska in 1978.




Thomas C. Stortz joined Level 3 as Senior Vice President and General Counsel effective
September 1, 1998. He succeeded Terrence J. Ferguson, who continues with Level 3 as Special
Counsel to the company.

Prior to joining Level 3, Mr. Stortz was General Counse! of Peter Kiewit Sons’, Inc., (PKS).
Stortz jomed PKS a5 an attomey in 1981 and served as vice president and general counsel for PKS
and Kiewit Construction Group, Inc., since 1991,

He currently sits on the board of directors of PKS and the Nebraska Methodist Hospital
Foundation. | » has served as a director of RCN Corporation, C~-TEC Corporation, Kiewit

Diversified Group, Inc., and CCL Industries, Inc.

He eamed his law degree at Creighton University School of Law and holds a bachelor of
business administration degree from the University of lowa.



Neil J, Eckstein

Since January 1998, Mr. Eckstein has been Vice President and Assistant General Counsel
of Level 3 Communications, Inc. Mr. Eckstein is also Vice President of Level 3 Communications,

LLC. From September 1989 until January 1998, Mr. Eckstein was an associate in the corporate

department of Willkie Farr & Gallagher, an intemational law firm headquartered in New York.

While an associate at Willkie Farr & Gallagher, Mr. Eckstein concentrated in the areas of corporate
finance, mergers and acquisitions, and general corporate representations, with an emphasis on
representing clients in the competitive lelecommunications industry.

Mr. Eckstein received his law degree from Fordham University School of Law in 1989, and
received a bachelor of ans degree, cum laude, with high honors in politics from Brandeis University

in 1986.




Kevin J. O'Hara

Kevin J. O'Hara is the Executive Vice President and Chief Operating Officer of Level 3
Communications, Inc., and he is responsible for expanding Level 3's presence in the telecommunica-

tions industry. Level 3's emphasis is on establishing an end-to-end facilities-based network

optimized for Internet protocol (IP). Level 3's products and services are tarzeted at the business

community.

Prior to joining Level 3, Mr. O'Hara was President and Chief Executive Officer of MFS
Global Network Services (GNS). GNS was the MFS service arm responsible for the planning,
development, engineering, and operations of all MFS networks and services worldwide. Previously,
Mr, O'Hara held the position of President of MFS Development and Vice President of Network
Services for MF 5 Telecom.

Prior to joining MFS at the end of 1989, Mr. O'Hara held management positions with Peter
Kiewit Sons’, Inc. in Omaha, Nebraska, for nine years. In his last position before joining MFS, Mr.
0'Hara served as the area manager for Kiewit Network Technologies, Inc., with responsibility for
the physical construction of the MFS networks. Mr. O'Hara eamed a bachelor of science degree in
electrical engineering from Drexel University, Philadelphia, and a master's degree in business

administration from the University of Chicago.
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1997 FINANCIAL PERFORMAMNCE

1997 was » significant year for the comparry. Late In the year, a new business plan was
established to focus on the provision of communications services wusing the framework of
Kiewit Divensified Geoup Inc. {KDG) a3 the foundation. The comparry was renamed Level 3
Communications, Inc. The letter to stockholders, which begins on the facing page, addrese
that plen and the potential for Level 3 Communications going forward.

For 1997, the company’s revenues decreased 1o $332 milllion during the 12 month

pertod from $652 million in 1996. The accounting for the reorgenization of the C-TEC
Companies, completed on September 30, 1997, significantly affected this number. (Far mare
dietadl, wor poges K-7) Exrvsings for 1997 were $33 million, or $0.66 per share, compared
with $113 million, or $0.90 per share, for the sarme period a year esrlier. The decline wa
attributshle 1o, among other things' decremes In revenues from KDG s coal mining activities:
a sharp increase In general and admindstrative experses within the expanding irformation
services businesy; incressed losses related to equity Investments in various developing
telecommunications concerms; and an upswing in interest expense, Notably, et the end of the
year, the comparry’s working capital hed incressed 106 percent over 1996 to $752 million ms
a result of cesh generated by operations and significant financing activitie.

ﬁummmmmﬂmmimmdmmm-m
of compandes. comprising the non-construction holdings of Peter Kiewit Sone’, Inc. Amang

those nonrconstruction businemses was a 24% interest in CalEnergy Company, Inc., which on
Jarnsary 2, 1990, was s0id to CalEnergy. (For more information, soe page K-11)

LEVEL 3 COMMUNSCATIONS '
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preae technoley, now
well imto iRs second

- Wall Sereet Jouarned
Jinrwenry 20, 1958

Market Largely Untapoed
Although there are corntraint, primarily with information that is “timing sensitive,” such &=
high-quality volce and real-time video, the majority of information transmitted by

corparstions todey — bnchuding faxes, data, sudio and video files — s eminently suitable for

that the total represents about $41 billion, jess than 10 percent of the available giobal
market today. The really significant marker is for high-quality, secure switched telephomy
and fax, which Is not currently sddressed by existing [P networks, and that amounts to well
over 3540 billion. This s the market Level 3 plars to addren.

Repid Data Growth Overtakes Voice

The traditional telephone networks still use the same fundamental technology that wa
developed st the tum of the century. primarily to handle voice traffic. Today. volce s a
diminishing percentage of communications traffic 23 we are withessing much sharper growth
in data and fxx traremission. In fact, we believe that eventually voice may be offered
without usage based charges & part of basle communications access, In much the same way
a1 e-mail is part of besic [nternet acces.

Mareover, there s not only a fundamental shift in technology, but 3 a recent article in the
WALL STREET JOURMAL noted, the industry Is also seeing a “fundamental shift in brvestments”
a3 dernand for high-speed data vansmisson and access (o the [intermet incresse. “Carriers such
# ATET and the Bells mant upgrade their networks to handle booming Intermet traffic slong
with tracitional volce phone calls,” noted the article, which continued:

by contrax, & expanding at & single-dight rate. ‘Daca will acrount for mere than 55% of the

new architecture for handling volce, data and video transmimion, ' sid Christopbier Stix,
an analyt ot Coven & Ca
Because the new tachnology makes much more efficient use of the transmimion pipe by
filting it and moving mamitve amounts of information faster, [P technology ts better able to
addr ess the growing demand for capacity. As software companies continue to develop more
sophisticated software applicstions, the need for bandwidith end more efficient networka will
only increase.
Econcsmics Diive Change To New Techmelogy
The single, overriding force that will move the Industry to the new [P technology b smple
economics. The efficiencies made pomibile by the underlying [P technology are o significant,

b owsus sTamsT oussess, Aped ag. el









cumtomners i a5 many = 13 cities, whily we build our cen network oneo which we will
migrate exiling Qutomen over (me.

B Separstion of Compantex: On March 31, the planned separation of the Comstruction
Group of Peter Kiewit Sors’, Inc. wes completed.

B Comunon Stock Listed on Nesdag On April 1, Level 35 common stock began trading
on The Nasdag Nattonsl Market under the symbol LVLT,

B Rights-of Way Agresmmess: On Apetl 2, Level 3 announced an sgreement with Unidon
Pactfic Raliroad, granting Level 3 sccem 1o righty-of-wey along 7,800 milss of Undon
Pactfic’s rowtes west of the Mimissippld.

B Acguiciiion of Dists Base Techmalogies: On April 14, Level 3's subsidiary. PKS Systerma
Integration (FKS-5I' snnounced the scquisition of Database Technologies. The database
expartier of Databasy Technologies, combined with PK5-50s internationsl resouroes
and eysterma intrgration capability, crestes en organtsstion thed i particularky well
quaifiad to serve corparations’ rapkdly expa-sting datshese and beformational systens
neads. Level 3 pysterns inwgration skills, wogether with our planned [P networks, will
alicw the companry to ofer & full range of services (o busineses weking 10 move
spplications from older. logecy dsta nstworks to more efficient [P-based netwaria,

B XOO0M Manger: On Aprfl 23, Level 3 acquired XCOM Technologies, s Cambridge,
Bawmechunt beaes Jocal cachengs ar ler e commvnkcstions safiwere developer
I eebelnscn 1o sofreare that wil be el 0 e cormary s devebsnent of 1 [P -beed
network, XCOM: local exchange busines opersting in Boston, enxd in development
in seweral other cities nanning from Boston to Wishington, D.C.. gives Level 3 an
important foothold in the Northess: Corridor markre.

B Capital Ralsing On Apetl 28, Level 3 raised approximately 32 billion in additional
capital through Cw sucoesfiul completion of a debt olfering.

With these eversts behind w. we are on track 10 begin construction of our network during
the third quarter of 1998 and to lsunch service by the endd of this calendar year

fudrireusing Tho Heodn of Larger Bumisaeses

Our primary foan & on te business market. Many busineses today have enormous
Irwestroents in kegacy voftware written over the last 25 years — software spplications that
are mlssion critical applicatic rs. Marry chiel information officers want to move these
applicatiors over to Interret platforms. But, the complesity s enormown. That's where
Lawel 3's mutwichiary, PKS Informmtion Services (PKSIS). comes into play.

FKSIS offlers a range of servion inchuding compester cutiourcing, systems Integration and
your 2000 sohations. But, critical and central to Level 33 business, PKSIS offers s unique
spproach o WEB ersbling of legacy software. In effect. PKSIS heips corporations upgrade
thelr older software 50 that — using their existing compxster systerms — they an use the new
Internet techrologies.




With this lower risk. lowsr cost approach, PKSIS provides a front-end for our
communications operations becaune, 13 PKSIS's antomen move their spplications o
nternet platforms, they will need & network service provider. Because their systerms are
WEB ensbled, the corporations can take full sdvantage of the cost benefits offered by
Level 3's IP network.

ineovstive Comperration Progrem Aligrs Mansgemoni snd Stockholder Intanests
Level 3 belteves ity future succen bs in large pert based on stiracting, hiring and retabning
the highest quality employees. This must be sccomplished despite 8 recogniaed scarcity of
technology workers. Clearly, our shility to sttract and retain the bet and the brightest people
will depers] on our sbility to spply innovative recruiting and compensation programm.

We believe the best entrepreneurs are sttracted and retained by companies that provide the
oppartunity to become owner Ye believe employre-ownen cutperform employees
Empicyes-cwrers see things differertly and see opportunities others miss. They do what it
takes to make the busines grow, and they sre not stified with working st an “sverage”
comparry. For those ressons we have designed cwr compensation and rewsrd programs to
give every bevel of employes an opportunity 1o becorme an owner.

Irvestors who are looking to purchase & growth company s stock are interested In earning &

superior return on their invetment. We are Jooking for executives with & similsr perspective
— inciivicualy who want to heve & stake in their company and in cutperforming the market.

That's why, on the sne day Level 35 common stock began trading on MNasdaqg, the

comparny snnounced the first sward of options under Its new Outperform Stock Option
(OS0O) program. The strike price for the initial option sward was based on the price of
Levet 35 mock at the end of the first day of trading.

Urnder the plan, stockholder reosive @ market returm on thelr Investment before executives
recrive sy return on their options. Level 33 OS50 program directly aligns management’s
and mockhaoldens’ interests by basing mock option value on the company s ability to
outperform the market in general, & messured by the Standard & Poory (5&P) 500 index.

INormally, & sock option gives the holder the right to purchase a share of gtock at a foeed
price ower & specified period of tme. Under the Level 3 OSO plan, the exercise price s
indesed 1o the performance of S&P 500. If Level 3's stock price does not outperform the
S&P 500 index, the options have no value. The 050 program calls on the management of
our company to “put thelr money where their mouth k" We think this unique program
Provides a new way to look &t compemation and heips align the interesty of management
with the stockholders of the company.

In Conclinion

Ok Chalrman, Walter Scotz, o, hes built his businesses on & core philosophy; “Protect the
dowrnide, and the upsice will tak care of itwell.” Level 3 s taking the mme prudent spprosch of
protecting i dowrside by rmeesting spprozirmately B0 percert of every dolfiar into I network
irdrasrocte — a0 meet that we believe will only incresse in vahse over tme.




W aho empicy 3 naccew-besed Capital spending srategy In wihich we defer 2 much of our
sperading & possible watil we grt 3 Brm order from 8 custorres. This pastes spending o
the future when we will be able to match It to our reverns Gow We sl empey electronin
mnchy i facfiories e we buslhd oo neTwork, b dont fill te racks with experaive slectronies umeil
ey Favw Custorsen seady for service on our Peteork.

T slioms = 2o beneft froen “silicon ecoromic” because the equipsaent that wr defer
parchusing heeps Enproving In performance over teme and keeps decressing in price. Aa a
resul, we will be sbie to upgrade the network by purchesing the bea equipemens st the
It possile price

Ve wil s be 57 taling muliyss COMEA 0 OUF MATMEEE 19 Chiske i cssber 10 upgrade 10 rew

sechwology o cxpers! exiting cpecity 1 ment incressing demand. In ofiect. oo erwark wil@
b desigreed 10 cecive and charge = technology evolbves and custosren neecs change

From Lavwed 75 prrspective. the faster the puce of echrologios] change. the brosy off we are.

Theas s prisdent stepe we are taking to inmury our downsids s procecied. Ouur upside s
Bsnited oniy by owr abi ¥ 10 ewerute cur srstegic pian end the degree 1o which we are sble
£ prvarrrme the 500 tillon telrceemesonicst o market

The furdamentsl technological shift chet is reshaping the comenunications bnchestry today i
crusting a resrarkable sred historse opportunity. We heve develloped 8 busines plan aimed
squarely & Capiaiising on that opportunity W believe we have the right plan, the right
e of eseruives and the capidtal B0 build 8 proundir sl ing communications comparry.
The epporoeniry & cleer. We are o3 well posttioned i ervyone in the Industry for 2.

The claliengs for u b 1 eseoute cor plan well. To maruge owr growth well. To deploy our
capinal wissly To create vahue for you m our stockholders. To build a compsny we can all

be prowd of We are fully commttied to dotng st that and truly spprecists yous suppornt
e et

d»«-&.-._

Jasmen Q. Crowe
Frosicionst aesd Chsied’ Execucive Officer




A Fundamental Technological Shift Is Changing
The Communications Industry

Industry Moving From 100-Year Oid Circuit Switching Technology
EMF&MEMTM

A SHIFT AS EPORTRET AS FROM TELEGRAPH TO TELEPHOME
OR FROM MANNFRASE TO PC

Level 3 shaped its strategy 10 build an [P-based network from the ground up becse of a
fundamental shift that s ocowrring in the communications industry — & shift 2 Important
as that from the telegraph to the telephone or from the mainiramne 1o the personal
computer. It is a shift that Level 3 and 5 growing number of industry experts belleve will
change communicstions.

Thet change is a move from the tradizional “circuit switched networks that were designed
primaxily for volce cormmumnications — and which have served ustomer s well for close to
3 cntury — to "packet switched” networks wing [P The new tchnology makes it possibie
o move information of & much lower cost. because [P makes more efficient use of
network capecity.
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Technolegical Change To internet Protocol

P Technology Is Much Less Expensive And Improving Much Faster
Than Traditonal Phane Network Technology

Ower time, [P networks are going to displace the traditional relephone network because they
are simply cheaper and because [P technology s enproving more quickly [P-based
nerworks e lem expernive todey for non-timing seraitive irformation — smuch as dats or
fxx, which together represent nearty 75 percent of todsy's busines comemunications.

For example, for a provider with both local and long distance facilities 1o move a 550-megablt
CD ROM worth of information from New York 10 Los Angeles (the equivalent of the
contents of eight encyclopedia volume) over the traditional public switched telephone
network (PSTIN) would cost the provider approximasely $27.00.

However, 1o mowe the same smount of information over an [P network would only cost the
provider about $2 00. This b the fundamental cost differenes or advantage that [P enjoy
tocay. That differsrce should grow over time beemae [P technology b sdvancing so mach
more rapidly than traditionsl teiephone technology.




Rete of lmprovement
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Hevien
15 moewts. This is knouwn = Moore's Lew. after Cordon Moore, one of the foundens of Insei. Septenber 1997

Circult weitching technologhes double their perfarmance)cost ratio every 40 to 80 months
depersling upcn the specific nsture of the switch. That's impresstve until you consider that
packat switching technoiagie double thelr performance/cost ratio every 10 to 20 monthe.

Agein, the range s dependent upon the spectfic nature and spplication of packet switches.

These staggertcg differrnces In rate of boprovermend ace depicied tn the graph stwowe. The seeper
the sope, the mose rapid the rate of improverment In the technologies. performance/cost mtio. And,
@ pseper krsprovernert e b moee important to the long-term xcoess of a switching technology
then m Wrxtal perfurrnance cost redstive o K3 corpeting techrologies.




Level 3's Muiti-Conduit Network Is Designed
To Be Continuously Upgradeable

Netwark Can Evolve As Technology Changes And Customer Demand For Capacity Increases

Level 3 recognizes that the “newest” technologies todey will be replaced by even newer cnes
tomaorrow. Becmme Level 3 s 5 weer of these technnlogies, it wants to ensure that it b able 1o
chenge s adapt as the technology changes and adepts. For this resson, Level 3 is designing »
network that Is continuously upgrsdenble. The plvsical infrastructure of the network will
inchude batallstion of sx to eight conduits, only one of which will initially heve fiber
runmning theough it, while the rest willl be empty. This s five 10 srven times = many “spare”
conduity = most traditional izlephone companies, which rypically have » single fiber optic
cable “direct buried” or In a condult

Technology b adapting and changing rapidiy — fiber ls now in its third generstion this
docade. This seme fust-paced evolution will continuee to occur, and by laying a multl-condult
network, Level 3 will be able to adapt to these new changss 1o give customerns quality
connections s kwer costs without removing old fiber or disnupting service.

Level 3 s taking this ssene, upgradesble spprosch to the design of ity network electronics
and 10 i3 software saoonstion systerm.
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FIBER YECHROLOGY CONTESUES TO BRMPROVE, INCREASING CAPACITY

When Charles Kso and George Hockham first theortsed the use of glam fiber a3 a
telecommunicstions conduit in 1966, they mserted that “enormes” amounits of
indormation — = many . 600 simulanecwus phone calls — could be trammitied and
received at a distance of more than one-quarter of @ mile. Fantastic 5t the time, their

By 1985, symems capable of trarsporting more than 8,000 simultaneous telephane calls
between regenerstor sty ons spaced 25 miles apart (s “span”) were generally svailable in the
merketplace. By 1987, & techmnique calied Wivelength Division Multiplesing (WDM) allowsd
multiple systerms operating st different wavelengthn (0 share the same glas fiber “span,” and
doubled capacity on some established routes.

By 1995, Dense Warvelength Division Multiplexing (DWDM), temmed with new higher
speed electronic terminals pushed the capacity limit to slightly beyond 160,000
simultsrwous telephone calls on longer “spurn” of sbout 30 miles.

And now, sctive fiter smplifier technology, improved fiber and further sdvaness in DWDM
technicques will be combined by Level 3 in a network in which one strand of fiber — sbout
the dismeter of & human hair — can carry the equivalent of more than 4 million
simultaneous telephone calls slong spans of up to 370 miles. This bs more than 6,000 times
the copacity and nesrly 1.500 times the span distance theorized by Kao and Hockham

The fiser Leve! 3 will deploy is & new product that enjoys a 10 percent achantage in
capacity andi/or span distance over similarly priced alternatives.
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Level 3 To Range Of Services —
Including High-Quality Voice — Over Its IP Network

Level 3 Will Offer Public Neework Quality Voice Services Using IP

COMPANY WiLL. CONNECT DIRECTLY WATH THE PUBLIC SWITCHED
TELEFRONE RETWORX, ENABLING SEAMILESS, UBIQUATOUS SERWICE

Todsy. “Voice over [P providers operate in 2 wery similar manner to the wiry long distance
carrier: opersted In the esrly deyt of long disteocr competition, peior to Equal Acres
Impiesnentation. Before & astomer can place o call over & packet-besed network, the [P
provider mest purchise loral B from en incaembent local cermier snd then their custome s
st dial up to 36 digits =0 scoem the petwork o place 3 call Level 3 has ntrodhaced an
inchustry initiative prometing [P Equal Access, that once achieved. will allow seamies
infegracion berween the puhlic yaiched telephone neceork (FSTIN) and [P-besed nesworka,
alicwing [P-besed carmien to provide customen with standiard |0 dight dialing using thelr

"#H exnring teiephone squipererd. ower & kower comt packet-bened network.
w ke so wstresemic
Sat e st us Equal Access Implemmenstation opened the long distance mearket 1o competition
caizliished 15 years ago. [P Equal Access will facilitate the deployment of lower-cost. packet -besed

carriors will hove it ek b provide 2l rpe of corETRnG sUer s wrvies, s rlninste the et for
to react. These gy tasinemses to msntain mudtiple communication networks. [P Equal Acoes will abo eciliss
hnn_ the developmen of new spplications and mrvices such | multimedia networking, electronic

- corremiree, virtual private necworking, rermoes collaboration, spplications outsourting.
guing o unified menaging, video sremming, web-enshlad triephony, high-fidelity sudio networking
pact.” Frask and more yet to be thought of services. The rapid innovation charactertstic of [P-besed
Dudach, prosident, networks will emsure the rapid development of new and value sdded services deliversd by
Commrications S meteute.
Cistwarh frcisitacts, bsc.

= Network Workd

Sy 6. 1958




In adcivion 1o the iniiattve. Level 3 was instrumental in the forrmation of & Technical Advisory
Council. comsisting of » mumber of leading commmmnications equipment manufacturens

arud service providers. The poal of this group i to establish open device control standards for
the squipment deployed on [P networks. Sech protoccis will form the foandation for the
company 1 irtegrated voice and deta communications network end are & key technical
drvelopenen: milestone on the path towsed [P Equal Accem.

IP Equal Acces will beip wdock the vast potereial of [P networking, Customen will be sbie
o engoy the benelin of low cost and the robust capsbidiin of [P nerworo weng tes costrg
erlrpbone equiprrers and withosst changing disfing parterrs o sicling addtional devices,
Ecpmi sccem scrong [P netweork. prowiders will ermuy the svailabiliey of low-cost. high-qraiiy
P tumert comymanit 3on srvicrs, erd will drfve the continund development of new, nnovatte
[P tamect mervices
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Using Their Existing Computer Systems,

Customers Can Access Level 3's Network

A Level 3 Subsidiary, PKS Information Services, Specializes In Helping Companies Gain
The Cost Benefits Of Internet Technology

Todsy, many companies run theis critical business spplications, such = customer order
entry, purchasing, billing and payroll on a wide variety of clder, legacy computer hardiware
and software platforrs, some of which can be decades old. These legacy platforms were
wnually designed & stand-alone, closed systerms, with lttle shility to communicate with each
other. However, one of the key benefits of an [P network is that it gives s customes the
shility to link 1ogether virnually any type of computer hardware and software platform
with high-quality communications.

uce & carporstian's logaty sysesm baw
oo EED-mubdet by PRSIS, vomlors
ezt of Tl esperston oo guin
Eccans b Eee et eing iy guietion
e v e Levsd 2 0P pestoeerd,



Leved 33 subsiciary, FKS Information Servioss (PKSIS), provides astomn tallored Enterprise
Internet Services allowing companides (o preserve their investrments in olider, legacy computer
hendware and software, whille leveraging the benefits of [P networks. PKSIS’ systemn integration
ongEnistion develops cost-effective msthods to connect stand-alons end closed legacy plstforms
for umers worldwide. In effect, PKSIS helps corporations upgrade their existing systems 3o these
systern are comnpasible with the newer Entemes technologies.

Thase “WEB-ensbiing” services prve the way for thess customen to use Level 35 networic
Combined, Lewel 3 end PKSIS give corporate cussormers the capabiity (o open their legacy
syviemm — in which they have & subsiantial investment — o employees, to thelr customens and
wendors as needed and to ergoy the cost, speed snd security benefits of Level 33 IP network.

PKSIS SERVICES HELP
COMPAMIES UPGRADE LEGACY
SOFTWRRE

Dy spprading £ axicisg ewistrens ==
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COMPANY ORGANIZATION

LEVEL 3 COMMUNICATIONS, INC.

Effective January 19, 1998, Kiswtt Diversified Group Inc. changsd i3 name (o Level 3
Communicationa. Inc. For the 1997 fiscal year, the company had consolideted reverues of $332
million. Following the sale of its CalEnergy Interests and hond sale. Level 3 had spprocimately
$4 billion in cash and cash equivalents. and $5 billion In total smet value. As the parent
corporation, Level 3 Commuznications, Inc. has a numnber of operating subsidisries, Inchuding:

Level 3 Communications, LLC

Kncwn = “the network companry,” Level 3 Communications, LLC. b butlding sn advanced
Internee Protocol (IF) sechnology-based network acrom the US. that b expectsd to be
completed in pheses by the year 2001. To provide service in the interim, the comparry has sigred
&N agroernent 10 leise capacity on & netional network over which it will be able to offer
acvanced [P-besed services in selectsd cities beginning in the third quarter of 1998, Level 3
will be the first comparry to combine both Socal and long distance [P technology-based
networks end-to-end scrom the ULS. The company will focus primarily on the business market
using it retwork to provide a full renge of communications services — including local, long
distance and data traremimion a5 well & other enhanced services and nternet scoess services,
Plars abo call for the company to expand intermationally.

PKS Infermation Services, Inc. (PKSIS)

PES Indormation Services, Inc. 13 » full-service computer outsourting, fysterms integration end
entarprise Internet solutions comparry. The company b an scknowledged service leader and

has & saccessful record of providing high-quality, custom tallored solutiors. PKSIS compuring
operation offen customens dedicatad, low-cost, high-performance computing environments,

24 howrs a day, seven doys 2 weoek

PKSIS heipn custormen define. develop and implement cost-effective Information systeres. A
network integration group designs and implements all LAN/WAN ropalogies and network
management platforma. The company s Suite 2000™ service convert customens’ date-relsted]
information. LexiBridge™ b 2 PKSIS solution that heips customen convert clder legacy
applicacions to client/server and [nternes platforms.

Commorsooth Tetsphaone Enterprsss, bnc., Cadde Bchigan, lnx | ond

BCH Corparstion [calleciindy, the C-JIT Compansies)

Lewei 3 engages in the triecommunications bosines through ownenhip of spproximately
48.5 percers of the cormmen stock in Cable Michigan Ine. and Cormmarnmwealth Telephone
Erserprises. Inc, and spproxiemacely 46 percent of the common sock in RCN Carporstion,
which wers crested a8 2 result of a restruchuring transaction completed by C-TEC Carporetion
an Septernber 30, 1957, The C-TEC Companies have interests in local telephone, video
prograrening, long distance telephone. cable television, communication enginesring

and competitive telophone businesses.

KCP lnc. (KCP)

The company mgages In the coal mining business through ownership by KCP of a

50 percent interest In three coal mines, which are opersted and managed by & subsidiary
of Peter Kiewit Sora’, Inc.
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MEs 1 BUSBESs

Peter Kiewit Sons”, Inc. ("PKS™ or the "Company”) is one of the largest construction contractors in
w-y these activities through rwo subsidiarnies, Kiewit Construction Geroup Inc. ("KCG™) and

3%" Inc., known as Kiewit Divenified Group Inc ("Level 37). The
organizanional structure is shown by the ing chart.

S.0625 per share (the "Class D mock™). The value of Class C sock i
constrection and maserials operations (the “Construction Group”). The value of Clam D seock is i
the operations of Level 3 (the “Diversified Group”), under the terms of the Company's charter (see




below). All Class C shares and historically most Class D shares have been owred by cusrent and Former
employees of the Company and their family members. The Company w - incorporated in Delaware in
1941 to continue a construction business founded in Omaha, Nebraska in 1884, The Com entered
the coal mining business in 1943 and the telecommunicarions business in 1988. In 1995, the Company
distributed to its Class D stockholders all of its shares of MFS Communications Company, Inc. (*"MF5”)
(which was later acquired by WorddCom, Inc.). Through subsidiaries, the Company owns 48.5% of the
common stock of Cable Michigan, Inc., 48.4% of Commonwealth Telcphone Enterprises, Inc., formerly
known 25 C-TEC Corporation ("C-TEC") and 46.1% of RCN Corporatien (collectively, the “C-TEC
Companics”), the three companies that resuleed from the restructuring of C-TEC, which was completed in
Seprember 1997. RCN Corporation, Cable Michigan, Inc. and Commonwealth Telephone Enterprises,
Inc. are publicly raded companics and more detailed information abour each of them is contained in their

[

On December 8, 1997, the Company's stockholders ratified the decision of the Company's
of Dwecrors (the “PKS Board™) w0 the business conducted by the Construction Group and the
mmbmbﬁ:ﬁfﬁp(ﬂﬁﬁ.ﬁmmmpﬁmm' t
companics. In connection with the consummartion of this transaction, the PKS Board declared a divi

value $.01 per share ("Class R stock™) with respect to cach share of Class C mock.
Class R mock is converuble in shares of Class D stock pursuant to a formuls. [n addition, the
mmmmmal. 1998, the Company, through a resolution of the PKS

conmenmation of the Transacrion, the will change is name to Level 3 Communications, Inc.
and PKS Holdings, Inc. will change its name to Peter Kiewit Sons’, Inc. The Company has announced
chat the PKS Board bas approved mn 2 0 force conversion of all 6,538,231 of Class

Thﬁmahmﬂdmrpmﬂnc&dncu&mpinmm'mdcm:w'
The PKS Board belicves that separation of the Business Groups will (i) permit Level 3 to artracy and remin
the senior management and employess needed o i t and develop Level 3's expansion plan
(wrhich is discussed below), (&) enable Leved 3 o acoess cﬂ'?ldmuh-ﬂinud:rmﬁmdiuupmﬁm

on more advantagrous terms than would be available o 3 as part of the Company, (iii) enable

3 © pursuc sracgic invemment and acquisitions, as part of the expansion plan, which could be
foreclosed w Level 3 a5 part of the Company and (iv) allow the direcrors and management of each
lm&quhmhmmdﬁnmﬂmmmdmﬂmw
E:mpi:rdn—iiﬁ:ﬁnufdt:Tmm&m-ﬂ:muf&:m : the

does not believe thar the

PKS Transaction will have any significant effect on the construction
busines

For of this filing, the Company has filed as exhibits to this Form 10-K, Financal
mmmhuhﬂdﬁmeEMEMmdh&mﬁd

Gioup or Level 3 (Exhibic 99.B). These exhibits generally follow the i
scparase financial saements for cach Group and excerpts of other information from this Form 10-
pertzining to cach Business Group.




For 1997 results, the Company report financial informanon for four business segments: constructon;
information services: telecommunications; and coal mining. Additional financial information about these
scgments, induding revenue, operating earnings, equity earnings, identifiable assets, capital expenditures,
and deprecation, depletion and amomization, as well as foreign operations informanon, is contained in
Note 13 ro the Company's consolidated financial statements.

BEEWAT CONSTRUCTION GROUP

COMSTRUCTION OPERATIONS
business is conducred by operating subsidiaries of Kiewit Construction Group
KCG'] KCG and its joint venrures perform construction services for a broad range of

in the United States and Canada. New contract swards during
ing construction markets:

services general contractor. As a genenl coatractor. KCG
mumﬁhﬁrdltmiruh“m M;n:mdmm;undhmpkmufﬂ::

conract in accordance with cerms, plans, and specifications. KCG plans and schedules the projecns,
mmmhhmwhlum-dmmmﬁmﬂy

Endmuh-p-n:‘run pnmmdmm and cost-reim m&mm
and awarded or Kmlpﬁ&mmpﬂﬂr for the
Profit on a fixed-price cmoma nu:ﬁld on the

berween the contract prce M&exﬂwofmaﬂhwbmtklﬂ
m:mmhﬁkwmdh-ﬁhhwﬁdm p:nlly

provide for mm--ﬂis with 2 recainage to be
for
ﬂhl:l.nﬂ]rl:qhw ?drmmﬁﬂmﬁhﬂw h:

Gover went Conlracls. Public contracts accounted for 74% of the combined prices of contracs
awarded 10 ICG dunlm. Motz of thﬂ:ﬁ;ommu were awarded by ment and
quasigovernment units Eldptﬂm competitive bidding. Most ic contracts are
nbmumn:hehmu In the event of wrmination, the contracror is
enttled to recerve the contract price on work and payment of termination related costs.

Backleg. Ar the end of 1997, KOG had i revenue from
contracts) of $3.9 billica, an increase from SHE&n{mlmmmem
approximatcly $1.0 billion is not w0 be completed during 1998. [n 1997 KCG was low bidder on
226 jobs with total contract prices of $3.5 billion, an average price of $15.3 million per job. There were 19
ncw projects with contract prices over $25 million, accountng for 76% of the bid volume.

Competifien. A contractor’s competitive position is based pri
mﬁnmhmmm et
wndustry bﬂym-pmun dominant market power. In 1 Engincering News
Record, rade ranked KCG as the 9th largest U.S mumdlm
in verms of 1996 ncw contacy swards. It ranked KCG 1t in the mansportrtion




would have ~ maternal adverse effect on KCG.

iﬁﬁﬁf%%izﬁﬁ. operating offices
iiond cte oF o NI has b B i&ﬁﬂﬂn nrsqud_ o
symem of management, o qui o in the
mackens. At the end of 1997, KCG had current projecs n 33 states 6 Canadian provinces. KCG
t]ﬂil%g&%}nﬂiigig
- iﬁEuﬁ&!lﬂnﬁ.&.&EEuﬂhﬂiEﬁin!ﬂE
owns or leases numerous shops, equipment yards, morage facilinies, warchouses, and construction
}wmni?;ignﬂuﬁrmunfug%ﬂ?ﬂ
%;.u&%iiiﬂgggg
such as scrapers, backhoes, cranes.
EATERIALS CPERATIONS
iﬂﬂng!nﬂw in Arizona and Oregon, produce coastruction maierials,
Inc. CKMGT), a subsidiary of . provides mine management services to Kiewit Coal Properties Inc.,
a subsidiary of PKS. KMG also owns 2 48% interest in an underground coal mine necar Pelham, Alabama.
LEVEL 3 COMMUNICATIONS, BC.

Level 3 engages in the irformation services, telecommunications, coal mining and energy
ssbsnacal posinons | companies. Level 3 also bolds smaller positions in a sumber of
derdlopeent stage oc sarmup venturcs.

BEFUATION SERVICES
) Egug_ﬁﬂérpgiglﬂr%é}l
provides compurer cutsourcing systems integration sefvices o customers located
r%lliﬂiliﬂgfﬂl&i!
plaforms, PKSIS offers cussom-tallored computer oumowrcing service. PKSIS also
provides ncrwork and sysem-




subsidiary NET Twenty-One, lnc, PKSIS® strategy s o focus on assisting its customers in “Web-
enabling” lcgacy software applicauons, that is. migraung compurer apphanons closed compuning and

cviroaments o network pladforms Transmission Control Protocol/lnterner Protocol
("TCP/IP") technology that are then accessed using browsers.

The com outsourcing services offered by PKSIS thr:u#n its subsidiary PKS

Services, Inc. Mm% h for older main

systems and newer dient/server !Spmn&nuauunu services to dients chat
hﬂm&uﬁﬂmnmcbﬂmrﬂhﬂlﬁnmdﬂ;npﬂ and incurring overhead
costs to operate ther own computing environment. PKSIS believes chat it s able to unlize its expertise
and experience, as well a3 operating cfficiencics, o provide in outsourcing customers with levels of
service equal 10 or berter than those achicvable by the customer wself, while at the same rime reducing
the cnmomer’s cost for such services. This service is paruculacly useful for those customers moving from
older computing placforms to more modern dient/server nerworks.

IS" sysems develop and i cost-effective
tlﬁr-:-n E wﬁ&mw Inc., PKSIS offers reengineering
mhhmmmﬂﬂbﬁyﬂmﬂmm.ﬂdﬂnmﬁd

symems, with a focus on sofrwarc 1w ecnable older software application data
%LT(HTHL}MWMHM'}

repositoncs o be accesed by
owcr the Internet or over private or limiced

Pﬁlﬂ.w“hm&im customers with a multi-phased

application so that date- mﬁmumrndypmu-d

lﬁ:m Through the of converting a customer’s legacy

-ﬁ-:l'- mmmuuﬁup-ﬁm-*-dmmm
ﬂ‘dm&:w:m&nﬂm

mhmﬂnﬁ-ln&mmﬁnhyuthﬂnmlTMMm
Limerick. lrcland, to undertake:  large scale jects; system conversions; and code
dﬂmm?ﬂﬂhhmﬁhﬂi with domestic and
pumuupwd:uchmmu-dluadhhqmdynmmmhdn.

PKSIS” subsidary, LexiBridge Corporation of Shelron, Connecricut, provides customers with
mﬁ-bhdqﬂmmuwmudnmwhknmtmtmmﬂ

] In 1997, 93% of PKSIS' revenue was from extermal customers and the remainder was from

Level 3 recendy has determined o increase substandially the emphasis it places on and the
resources devoted 1o it informacion services business, with 4 view to becoming a facilities-based provider
(char s, 2 provider of information services that owns or laases a substantial portion of the plant, property
snd cquipment necemary © provide those scrvices) of a broad mage of incgrazed mformation srvica
-h—hh- "Expansion Plan”). Punsuant to the Expansion Plan, Leve 3 intends 1o expand

mmuﬁmmmwh&ﬁcwﬂhhﬁmd
PKSIS and the creation. through a combinarion of construcnion. purchase and lemsing of faclities and
other sscns, of 2 subsanval, faclities-based communications nerwork thar utilizes Internet Protocol or [P

rechaology.

Ia order o ‘and cxpand subsandially the information services it provides, Level 3 has
developed 2 plan ®w construct, purchase and laase local and backbone fhcilites
BECTEIry to a wiide range of communications services over a network that uses Incernet Protocol
based These sernices indude:




To implement is strategy, Level 3 has formulated a long term business plan chat provides for the

%&!EEEF?FEE.FE!LW«%%E
services over bcilities, both local and manonal, dhat are in part leased from third panies to allow for the

ﬂ%%g%g of its own facilities. Over time, it is andicipated that the portion




Plan constitutes 3 forward-looking satement. The actual configuration of the nerwork, including the
numh:rofma:in:mmdmdd\:nmuﬁhcinm-ciqncr-whu-illdcpendmami:qnf&mn
including Level 3's abilicy t: access markers; design fiber optic nerwork backbone routes; artract and
retain qualified personncl; design, develop and deploy enterprise support rystems that will allow Level 3
to build and operate a packer switched network that interconnects with the public switched network,
install fiber optic cable and Ffacilitics; obuin rights-of-way, building access rights, unbundled loops and
required government authorizations, franchises and permits; and to negouate interconnection and peering

agreemcnis.

The operations to be conducred as a resule of the Expansion Plan will be subject o extensive
Mﬂmq@m%ﬂhﬂ%ﬂ%mmm&mmnrﬂm%w
interstate  relecommunications while  state  regulatory  authorities exercise ion over
telecommunications both ongnatng and tarminaung within 3 state. tation of the
Expansion Plan will require mdmmmmngmﬂqmofmﬁm regulatory bodies in

most states where services are to be o

Wich respect wo the Expansion Plan, Level 3 is devoting substantially more management time and
capical resources to i information services business with a view to making the information services

business, over time, the principal business of Level 3. In that mspecr, the management of Level 3 has
been conducting a comprechensive review of the existing Level 3 businesses to determine how those
businesses will complement: Lovel 3's focus on information services busincses a3 a result of the

ion Plan. For example, the of Level 3 negotiated the sale of it energy interests (see
" below) because it beliewed the ownership by Level 3 of an interest in an energy
hﬂtm—lnﬂmpﬂ:-ﬂmﬁnu r information services business, and because sale of
those assets provided a substantial portion of the money necessary 1o fund the cardy stages of the
Expansion Plan.

In addition, the Construction Group and Level 3 are currently o a restructuring of the
current mine management arrangement berween the two Business Groups. 3 abso is mviewing i
involvement in 2 number of start-up and development businesses and recently complered the sale

sage
of its interet in United In&mmCuﬂ:panyFUIC'] Level 3 is alo currendy discussing with the
Constructio  Group the mie of Kicwir Investment Corp. w the Construction Group. Levd 3
has no carrent intenton, however, 1o scll, dispose or alter its ownership interest in the C-TEC

Companics.

On Scpeember 30, 1997, C-TEC completed 2 tax-free restructuring, which divided C-TEC into
three CTEC, which Commoawealth T Inc.
public companies > du'dnnﬂ::d chhzhuEﬂ:rpm._}

Businesses of the C-TEC Compasies. Commonwealth Telephone owns the following
businesses: Commonwealth Telephone Company (the rural local exchange carrier busincss);
Commoawealth Communications (the communications caginecring business); the Pennsylvania
competitive local exchange camier business; and long distance operations in cermin aress of
Pennsybania RCN owns the following busincsses: its competitive telecommunications services
opurations in New Yock Ciry and Boston; i cable tdlevision operations in New York, New Jersey and

its 40% inscrest in Megacable S A de C.V., Mexico's second largest cable and i
hmm{ﬂhhmmmmiww
mﬂmuﬂ:h_uhhﬂuﬂ‘n-ﬂﬂunmﬂﬂ-

Inc.. a publacly held Michigan cable sclcvision operaor.

Cwnernlip of the C-TEC Companiss. (a2 connccnon wich the ing and as 2 result of dhe
conversion of cortain shares of C-TEC beld by Level 3, Leved 3 now holds | 485 shares of RCN
common mock, 3,330,119 sharas of Gible Michigan commoa swock, and 8,880,322 shares of
Commonwealth Telephone common sock. Such ownership reprosenss 48.5% of the cutstanding




common stock of Cable Michagan, 48.4% of dhe cutwanding common sock of Commonwealth Telephone
and 46.1% of the ounstanding commoa stock of RCN.

Each of the shares of RCN common mock, Cable Michigan common stock and Commoawealth
T Common Stock is traded on the National Assocanon of Secuntes Dealers, Inc.’s Navonal
{the "Nasdaq Natsonal Market™).

qutﬂwﬂ#m&m&m the board of direcron of C-TEC

Accosmling Melbed. Since the ownership by Lovel 3 of the equity and voting rights of cach of
E‘fnﬂpﬂ — l.tl'l!lT h“mr&d”}‘“?ﬂm

ACCOURNE Princ 3 uses the equry 0 acocount It IYCSUMCNT LN

each of these i MMWSIWMWMJﬂJ

mlmﬁﬂmﬂTimmm:hﬂm“

hwdud’uumtmuﬁﬁ

is the the investment, the investor's

5 mﬁﬂm- camings, ke zhwmmﬂ of goodwill, any dividends

: 3 purchased in C-TEC Companies shares at a premium over the book value of che

MmmmMuhﬂw”aEﬂdbﬂmﬂowﬂmm

December 27, 1997 the anying value of Leve 3's Teephone thares was $75 million,

RCN shases was $214 million and Cable Michigan shares was $46 million.

Esscriplion of the C-TEC Compssiss. RON s advanced fiber optic nerworks 1o
provide a wide of welecommunications services induding ;ndhugdmmmﬁpbm.ndm
programming and services (i ing high ternet accens), primanly to residential customens

i Washingron, D.C. corridor. Cable Michigan is a cable television
operator in the S.ase of Michigan which, as of December 31, 1997, served 204,000
subscribers. These incinde the spproximately 42,000 subscribers Mercom, a 62%
owned subtidiary of Michigan. Clustered primarily around the Michigan communities of Grand
Rapids, Traverse Ciry. Lapeer and Moaroe (Mercom), Cable Michigan's sysems serve 2 woal of

E
s-
E

Eﬂxﬂnﬂr@muidpﬂbﬂamubuhmmrhﬂmﬂmﬂlm&mmhﬁT
pany is 2 Pennsybania public udli local telephone service 1o 2 19 county, 5,067 square
mile tory in Pennsybrania telephone company services approximarely 259,000 main

service tormi
sccess lines. The company also provides network access, long distance, and billing and collection
services o interexchange carnere The tedephone company’s business customer base 15 diverse in size
as well as industry, with very litde concentration. Commonwealth Long Distance operates principally in
mhmm"ﬁdmudmkofumirypuofm using the networks of

and fBalitics management services to corporate clients, itals
ﬂwmﬁm&mwhumm Mmmm?ﬂxmm
Jersey. In January 1995, C-TEC purchased a 40% equiry position in

Mcxico's second largest cable television operator, serving approximarely 174,000 subscribers




Lovel 3 & engaged in coal mining through its subsidiary, Kiewit Coal Propertics Inc. (*KCP7).
KCP kas a 50% interest in three mines, -Endi are o utcd_{!zz‘KCi". Decker Coal (" Decker™) is
a joint venture with Western Minenals, Inc., a subsidiary of RTZ Corporation Black Burte Coal
Company (*Black Buree®) is a joint venture with Binter Creck Coal Company, a subsiduary of Union Pacific
Resources Group Inc. Walnue Creek Mining Company (*Walnue Creek”) is a general partnership wich
Phillips Coal Company, a subsidiary of Phillips Petroleum Company. The Decker mine is located in
southeastern Montana, the Black Butte mine is tn southwestern Wyoming, and the Walnut Creck mine is
in cast-cencral Texas.

mining opcrations, topsoil is removed and stored for later use in land reclamation. After removal of

7:a
on the Umion Pacific Railroad. Coal is also hauled by trucks from Black Burte to the nearby Jim Ba
Power Plant. Coal is delivered by tucks from Walnut Creck to the adjacent facilities of the Texas-
Mexico Power Company.

of s revenocs in 1997, 1996 and 1995,
Commonwealch Edison Company (with Decker and Black Burre) and The Detroit Compaxny (with
Decker). The primary customer of Walnut Creek is the Texas-New Mexico Power Company.

majonry

cust doe to new leg

sousce coal at 2 price beow io 1

The contracy berween Walnur Creck and Tems-New Maico Powear Company provida
delivery of berween 42 and 90 million tons of coal during the period 1989 through 2027. The acrual was










and subsidianies. Kiewit Murual Fund has six series: Money Market Portfolio, Government M Market
Poerfolio, ShortTerm Government Portfolio, Intermediate Term Bond Portfolio, TaxExempr io, and
the Equiry Portfolio. In February 1997, the Fund adopted a3 master ‘codar mructure. Each of the
Pordfolios invests in a corresponding scries of the Kiewit Investment Trust, which now manages the
underlying securities holdings. The structure will allow smaller mutual funds and instirutional investors to
pool their asscrs with Kiewwe Investment Trust, providing lower expenie ranos for all pamicipant. The
investment adviser of Kiewit [nvestment Trust is Kiewat Investment Manﬁnt Corp., 2
of Level 3 (60%) and KCG (40%). A1 the end of 1997, Kicwit Murtual Fund net assets of
51.3 billion. As part of the strategic decinion to concentrate on its information services business and the
won Plan, it is anticipated Level 3 will sell it interest in Kiewit Investment Management Corp.

to the Construction Group.

Other. In February 1997, Level 3 purchased an office buildi mAu:ron.Cdnndnl'nriR
3 defers taxes on $40 of wrable
Bencfits litigation serdement in 1995. L:qupmh
nlmnhamwﬂddcfuﬂqdubﬂuuuﬁhnuuﬂtm
lﬂdihﬁnm&mmmﬂdndopmmrwmpmnbmdoumupm
carnings from these companies in 1998.
CENERAL INF ORRUATION

hmmmmmhﬂnﬂdamﬂmw
dﬁm could be affected by the “Year 2000° mmpucflnuc,lndhudﬂm‘md

Jinurmhtlhtun: melﬂﬁ)mmdufmmu
with date fidds of two digits, rather than four digits, thus resulting in the ﬁuyof:bcmmpm:r

programs to distinguish berween the year 1900 and 2000,

The Comyany cxpects that its Year 2000 compliance project will be completed before the Year

2000 date change. During the cxecution of this project, the Company has and will continue to incur
internal staff costs s as consulting and other expenses. These costs will be , as incurred,
in compliance with GAAP. The cxpenses asociated with this . as well as rd.ua;lpumrixl
effect on the Company’s earnings is not expected to have a ma tffectonlufumupemingruulu
or financal condition. There ran be no asunnce, however, that the Yar 2000 problem wall not
adversely affect the Company and its business.

PKSIS. PKS Computer Services, Inc., the compurter ounourcing subsidiary of PKSIS, has

Ju-dupnd:mmpr:lmnwru:huaﬂd-tudltpuunnﬂnptnumﬂmhamumduub:hcfw
s © ear ; revicwing

mﬁmmnnmwmuﬂm&ﬁ:w&byt&?mlﬂﬂﬂw.-bmhmmmdﬂﬁg
alarms systems, security systems, and auromated building controls; identifying hardware inventories thar
are affeceed by date logic that is not Year 2000 complianr, which milﬂndumin‘ﬁm
computers, mid-range compusers, micro-computers, and network hardware. To the extent that veadors
identfy items that are not Year 2000 compliant, PKS Computer Services will work with the hardware
vendor o develop a plan that will easble continuous operations through the Yar 2000.

PKS Computer Services is responsible for providing an operating environment in which in
customens applianons are run. As a2 rosule, PKS Computer Services will confirm the systeem sofrware
inventories that it i respoasible for managing. PKS Computer Services will then develop a plan with
nﬁdummﬁn:m&mtﬁut&ymﬂdmbttummmmth:yu:lmumpm&far\'m

2000 compliance.

PKS Services beliew.s chat many of the required changes for hardware and operating
environments will mdudn:lmdum:h:mmcund?rmnlﬂlmmm




PKS Sysmems Integranon LLC provides a wade variery nfmformmnlrchnolE:Tuumm
customers. In fiscal year 1997 approximately 80% of the revenue gencrated by PKSIS
involving Year 2000 msessment and renovation services performed by PKS Systems won for s
customers. These contraces generally require PKS Systems Integration to identify date fidds in
cerain application software of its customens and, in many cases, PKS Systems Int ion undertakes
htuW:amlhﬁEM%mthlﬁaWMWw to process date-
related information occurring on or before the Year 2000. Thus, Year 2000 isucs affect many of the
services PKS Sysems [niegration provides to its customers. This exposes PKS Systems Integration o
potennal nsks that may include problems with servics provided by PKS Sysems lnegranon w io

mm:ndlhtpm:iﬂhdm::mn;nﬂh?lﬁ&ﬂmln m&mmm
Srnuuln artempes to concractually limit s w© iy Year 2000 iance
ll-'[l‘m :mmunhcﬁuwmdn:hmnWImw

The cxpenses amsocisted with this project by PKSIS, as well 2 the mimed potential effect on
PESISs carnings is not cxpeaved to have a macerial effect on it furure operating resuls or financial
mdm-.md&mmwamwummrm
and ic butincs.

H“&-ﬁu:ﬂ%mﬁwmw&:
ﬁdl;:ﬂuuuhmhﬂfﬂﬂtﬂudﬂ'muhugndﬂpmmd environment,
has not and s not cxpecred 1o bhave 2 maneral cffecr upon the capmal axpenditures, eamings, or
competitive position of the Company and its subsidianies.

Employsss. At the end of 1997, the Company and its majoricy-owned subsidiaries employed
approximardly 17.700 - 16200 in conmrucion and mascrials operations, 500 by coal mining

The properties used in the constructon are described under 2 heading in leem
I above. Properies relating to the ¥ ini w“ﬂm;tiﬁtpd
business description of the coal mining Leve 3 has announced that it has X 46 i

Counry,
Baliry will be constructed by the end of June 1999. [n addicon, Loved
square feet of uﬁuwulunlﬂt.(hhuduwib-ﬁt&u&moﬁk
s employess ( hhﬂmm-ﬂ:nmﬁm-ﬂum

Company contiders its properties to be adequate for s prasent and foseseesble requirements.
M 3. LEQA PROCTERSIGS.

Gcnﬂll.m(:lq_yﬂ hﬂllﬂ pamics pending proceedings.

uuﬂﬁh%ﬁ&mﬂm resules of operations, or furure cash fows.
ITEH 4. STGNNSHeN OF WOTES TO A WOTE OF SECURITY BOLBERS.

Az 2 special meeting of mockholders beld on December 8, 1997, he following matters were
submitred o 3 voee.

I. Ranfication of the decision of the PKS Board to separate the consrucrion business of PKS
and the diversified business of PKS into two independent companics through the declaration




of a dividend of cight-tenths of one share of newly created Class R Conventible Common
Stock, par value $.01 per share ("Class R stock”), of PKS with to ecach outsunding
share of Class C Construction & Mining Group Resmricted le Convertible
Exchangeable Common Stock, par value $.0625 share (*Class C stock™), of PKS, and
mandatory exchange of exch outstanding share of C smock for onc ounstanding share of
Common Stock, par value $.01 per share, of PKS Holdings, Inc. [mll-enivr.ly. the

—_— Class C stock Class D stock
9.031.714 21,673,495

30.926 185412

11,020 64,227

of amendments to the PKS Certificate (the “Initial Certificare Amendments™), ro: (i)
create the Class R Stock to be distributed in the Transacvion; (ii) increase from 50,000,000 o
50¢ 000,000 the number of shares of Class D Divenified Group Convertible Exchangeable
Common Stock, par value §.0625 per share ("Class D stock”), which PKS is authorized to
issue; (iii) designare 10 shares of D stock as “Class D Scock, Non-Redeemable Series™;
and (iv) eliminate che i dtudnCuuﬁumoflnmrpontmnofPKSHnﬂmpum
Exchange be substantially similar to the PKS Cerificate.

Class C stock Clasa D shock
9,030,927 21,735,628
28,676 147,676
14,057 39,830

of amendments w the PKS Cerificare 1o be effecred only if the Transscdon is
3 Class D sock as "Commeon Stock, par value $.01
-Redeemable Series as "Commeon Stock, Noo-
: D s e
negnes o
provisions regarding Class C stocks; (v) classify the
mbymmwmr(m}
of the Mhuﬂﬁmr;ﬂ require 2

changis consssenc with the implementacion of the fovegoing,
Cizss C steck Clase D stock
92,011,554 21472115
30696 381,726




4, Appm,rﬂa:nul’ the amendment and restatement of the Peter Kicwit Sons', Inc. 1995 Class D

Claos C stock Clams D stork
8,958,084 21,268,757
70,566 536,914
117,463




The table below shows informaton as of March 15, 1998 about each direcror and execurive
officer of the Company, including his business experience during the past five years. The Company’s
directors and officers are eleceed annually and each was elected on June 7, 1997 to serve unul his
successor is elected and qualified or until his death, resignation or removal.

Hame Enziness Experlence Aga  PKS Director Siace
Walter Scom, Jr.* Chairman of the Board and President, 66 09/27/79 = Chairman
PKS (for more than the past five yeans); 04/22/64 - Director

also a director of Berkshire Hathaway,
Inc., Burlingron Resources, Inc.,
CalEnergy. ConAgra, Inc., Commonwealth
Telephone Enterprises, Inc., RCN

rion, U.5. Bancorp and
Vilment Industries, Inc.

Peter Kiewit, Jr. Artorney, of counsel to the law firm of 71 01/13/66
Gallagher & Kennedy of Phoenix, Arizona
(for more than the past five years)

Willizrn L. Grewcock®™ Vice Chairman, PKS (for more than the 72 01/11/68
past five years)

Robert B. Daugherty  Director (and formerly Chairman of the 75 01/08/86
Board and Chief Executive Officer)
Valmont Industrics, Inc. (for more than the

past five yean)

Charles M. Harper Former Chairman of the Board and Chief 69 01/08/86
Executive Officerof RJR Nabisco Holdings
Corp. Currendy a director (and formery
Chairman of the Board and Chief
Execurive Officer) of ConAgra. Inc. and
also a director of E.L. DuPont de Nemours
and Co y. Norwest Corp. and
Valmont Industries, Inc.

Kenneth E. Stinson®*  Executive Viee President, PKS (for more 55 01/07/87
than the past five years); Chairman (since
1993) and CEO (since 1992), KCG; also a
director of ConAgra, Inc. and Valmont
Industries, Inc.

Richard Geary® Execunive Vice President, KCG; President 62 04/29/88
of Kiewit Pacific Co., 2 KCG conmruction

subsidiary (for more than the past five yean)

George B. Toll, Jr.* Executive Vice President, KCG (since 61 06/05/93
1994): Vice President, Kiewit Pacific Co., a
KCC construction subsidiary (1992-1994)




£ UN s OO

Casizess Experience

President and Chief Exccurive Officer,
Level 3 (since August 1, 1997); Chairman
of the Board, WorldCom, Inc.. an
international relecommunications company
(January 1997-July 1997); Chairman of
the Board, MFS Communications
Company, Inc., an international
telecommunications com (1992-1996)
(MFS was a Diversified IP subsidiary
undl 1995); also a director o
Commonwealth Telephone Enterprises,
Inc., RCN Corporation, and Ina
Communications, Inc.

Executive Vice President (1993-1997) and
Chief Financial Officer (1995-1997), PKS;
President of Level 3 (1996-1997);

President and COO of CalEnergy (1992-
1993); also a director of CalEnergy,
Commonwealth Telephone Enterprises, Inc.,
RCN Corporation and WorldCom, Inc.

Vice President, Kiewit Pacific Co., a KCG
construction subsidiary (for more than the
past five years)

Executive Vice President, KCG (since 1996):
Chairman (since 1996), President (1992-1996)
and Sr. Vice President (1992) of

Kiewit Mining Group Inc., also a direcror

of Kinross Goi:l

i e L [

Tair P johnson® President, Gilbert Industrial Corporation, a 06/03/95
KCG construction subsidiary (for more
than the past five yeans); President (1992-
1996), Gilbert Southern Corp., 3 KCG
construction subsidiary

Senior Vice President, Kiewnt Pacific Co.,
a KCG construction subsidiary (for more
than the past five years)

Identified by asterisks are the ten persons currently serving as executive officers of PKS. Exccutive
officers are those directors who are employed by PKS or its subsidianies. Bruce E. Grewcock is the son of
William L. Geewcock.

The PKS Board has an Audit Commirxe, a Compensation Commiree and an Executive
Commirree.

The Audit Committee members are Messrs. Johnson, Kirkwood and Kiewit. The functions of the

Audit Commirtes are to recommend the sclection of the independent auditons; review the reulo of the

mnu!mdmm:ummm porant internal control, accounting and financial marters; and report and
ions 1o the full PKS Boand. The Audit Commirtee had four meetings in 1957.




The Compenuation Committee members are Messrs. Daugherty, Harper, and Kiewit, none of
whom arc employees of PKS. This committee reviews the compensation of the exccutive officers of PKS.
This commireee has also assumed the funcrions of the former Management Compensation Commirtee,
the of which was 1o review the compensation, sccuntics ownership, and benefis of the
cmpmf PKS other than its executive officers. The Compensation Committee had one formal
meeting in 1997,

The Executive Committee members are Messrs, Scott (Chairman), William Grewcock, Stinson,
and Crowe. This committee cxercises the powers of the PKS Board berween meetings of the PKS Board,
cxcept powens assigned o other committess. During 1997, the Executive Committee had no formal
mectings, acted by written consent action in licu of 2 meeting on two occasions, and had several informal

mectings.

PKS docs not have a2 nominating commirtee. The PKS Certificate provides that the incumbent
directons elected by holders of Class C Stock may nominate a slate of Class C directors to be eleced by
holders of Class C Stock and the incumbent directors elected by holders of Class D Stock may nominate
a slate of direcrors 1o be elected by holders of Class D Stock, for election at the annual meeting of

The PKS Board had six formal meetings in 1997 and acted by wnitten consent action on six
occasions. [n 1997, no director artended less than 75% of the meetings of the PKS Board and the
committees of which he was 2 member.

Direcror: who are em of PKS or io subsidiaries do not receive direcron’ fees. Non-
directors are paid annual direcrors’ fees of $30,000, pius $1,200 for anending each meeting of
the Board, and $1,200 for artending each meeting of a commirtee of the PKS Board.

PARTH
TEM 5. MARKET FOR REGISTRANT'S COMBSON EQUITY AND RELATED STOCKHOLDER MATTERS.

Iarist information. As of December 27, 1997, the Company's common stock is not listed on
any national securities exchange or the Nasdaq National Marker. However, the Class D stock is curren
on the Narional Assocation of Securities Dealers, Inc.'s OTC Bulletin Board. During the
quarter of 1997, the unly quarter during which this trading occurred, the range of the high and low bid
informartion for the Class D stock was $20.41 to $29.00. Company has announced that the common
stock of Level 3 Communications, Inc. (renamed from Peter Kiewit Sons’, Inc. in connection with the

Transaction) will begin trading on the Nasdaq National Marker on April 1, 1998,

Compasy Ropurchase Duty. Pursuant o the current terms of the PKS Certficate, the y
Eﬂrmﬁmﬂmm&mtﬁmua&muﬁpﬁummumwm 1

ive January 1992, the Co has three classes of common stock: Class B Construction & Mini
Group ing Restriceed mwwmn&mrmnaﬁ
stock, and Class D stock. There are no outstanding Class B stock; the last Class B
into Class D stock on Jan 1, 1997, Class C stock can be issued only to Company employees and
can be resold only o the pany at a formula price based the yearend
Corstruction TheCnnqnnyinEunﬁyruqmmdm Class C
stockholder Class D stock has a lormula price based on the yearend book value of the
Group. The Company must genenlly rchase Class D stock for cash w
demand at the formula price, unless the Class D stock become publicly traded.

Fermmia valwes. The formula price of the Class D stock is based on the book value of Level 3
and s subsidiarics, plus onchalf of the book value, on 2 sandalone basis, of the parent company, PKS.
The formula price of the Class C stock is based on the book value of the Construction Group and its
subsidiaries, onchalf of the book value of the unconsolidated parent company. A significant element




of the Class C formula price is the subtraction of the book value of property. plant. and equipment used in
construction actonnies (3122 mulion in 1997).

Comverslon. Under the PKS Certificate, Class C stock is convertible into Class D stock at the end
of cach year. Berween Ocrober Iﬁmthc:mbcrISnthy:uleCﬂockhuHﬂmyckum
convert some or all of his or her shares. Conversion occurs on the following January 1. The conversion

t-outh:r:h.tm*IbmuhprmofﬂmCdehuDuuldnmmduurrhclmS:turd.:ym

December, that i3, the last day in the Company's fiscal year. Class D stock may be converted into Class C
stock only as of an annual offeri Chat{:mckmmphm Instead of purchasing the offered
shares for m:mplcyttmm%mDnockmymmmchihammmChnCﬂndntbe
q:plinb&mmmmnnlio.

mc}*ﬂulhl?ufﬂm(:m:ku y restricted to active Company employees.
Upon retirement. termination o t, or deach, Class C stock must be resold o the Company at
the applicable formula price, but may mnmmdmwﬂmﬂswd:ftktmmn;mm
during the annual conversion period. Class D stock is not subject 1o ownership or transfer restrictions.

Dividends amd Prices. During 1996 and 1997 the y declared or paid the following
dh-idm&smiummnnnock.‘l'h:‘:az
valuznon evenr.

Criidend Divideand
Daclared Dividond Paid  Per Share Clazs

also shows the stock price afier cach dividend payment or other

Price Adjusiod  Steck Price

Oct. 27, 1995
Ape. 26, 1996
Oct. 25, 1996
Ape. 23, 1997
Oct. 22, 1997
Oc. 27, 1995
Oct. 25, 1996

* All stock prices

Jan. 5, 1996
May 1, 1996
Jan. 4, 1997
May 1, 1997
Jan. 5, 1998
Jan. 5. 1996
Jan. 4, 1997

$0.60
0.60
0.70
0.70
0.80
0.50
0.50

O 0O OnNn0 000

Dec. 30, 1995
May 1, 1996

Dec. 28, 1996
May 1, 1997

Dec. 27, 1997
Dec. 30, 1995
Dec. 28, 1996
Dec. 27. 1997

outstanding share of Class D stock thar was effective on December 26, 1997.

The Company’s current dividend policy is to pay a regular dividend or Class C stock of about
15% to 20% of the prior year's ordinary e earnings of the Construction

to be based on extracndinary
ydﬂlnotln
declared a special di

Md:ou;htbePKSBurdmmnmd
r dividends on Class D stock for the o
$0.50 per share of Class D stock in both Ocrober 1995 and 1996.

$32.40
31.80
40.70
40.00
51.20
9.90*
10.85*

11.65*

for the Class D stock reflect a dividend of four shares of Class D stock for cach

Group, with any special dividends
1993 thar the
future, the PKS

A dividend of 4 shares of Claxs D Stock for each share of Class D Swock was effected on
December 26, 1997.




Stockboelders. On March 15, 1998, and after giving effect o a dividend of 4 shares of Class D

for each outstanding share of Class D stock effected on December 26, 1997, the Company had the
‘nﬂoﬁqnumbﬂlu{mihnﬂmmdmdjn'ﬂumfﬂuchdn:ﬂh:mmn nncrn

Stockhslders @ Shares Owiztanding

7.681.020
2.121 146,943,752

Rocest Sales of Usregislorsd Securilties. On April 1, 1997, the Co sold 10,000 shares
MMMDWME.MDIHMZECL[)“M&W&UH
Each of Mestts Harper, Daugherty and Kiewit are members
nt to an cxemption from registration under
Act.




M4 6. SELECTED FINARCIAL DATA.

The Seleced Fnandal Daca of Preer Kiewit Sond', Inc., the Kiewit Construction & Mining Group ("C
h&1uﬂhm&mm5ﬂﬁlﬁubdwndmhmm.mmwﬁw
data of PKS are presented below with the exception of per common share data which is presented in the
Selecred Financial Daa of the respective Groups.

Fiscal Year Ended
1997 1996 1995 1994

§ 652 s 537

83 104 28
248 221 110 261
2,779 3,066 4,048 3,236
3 57 40 30 11

137 320 361 899 452
2,230 1,819 1,607 1,736 1.671

October 1993, the Co uired 35% of the outstanding shares of C-TEC i
um&mmﬂ@nmmmuﬁ?&mwm

the outstanding shares and 62% of the voting rights.
As a result of the C-TEC restructuring, the Company owns less than 50% of the outstanding shares
in 1997. Company consolidared C-TEC from 1993 through 1996.
ions of Kiewit Construction & Mining Group have been
to the pending spin-off from Peter Kiewit Sony’, Inc.
In September 1995, the Company dividended its investment in MFS to Class D sharcholders. MFS'
results of operations have been classified as a tingle line item on the statements of camings. MFS is
consolidated in the 1993 and 1994 balance sheets.

In January 1994, MFS, issued $500 million of 9.375% Senior Discount Notes.

In September 1997, Level 3 agreed to sell its energy segment w CalEnergy Company, Inc. The
wansaction closed on January 2, 1998.

@ Ia 1993, two public offcrings, the sold 29% of its subsidiary, MFS, resulting in 2
SIme&hIMMIEﬂ. itional MFS stock transactions resuleed in $2 million
and $35 million after tax gains to the Company and reduced its ownership in MFS w0 66% and 67%.

(3) The aggregare redemption value of common stock at December 27, 1997 was $2.1 billion.




The following sclected financial data for cach of the years in the period 1993 to 1997 have been
derived from audited financial statements. The historical financial information for the Kiewit
Conm&hhnn;ndw s the consolidated financial informadon of
PKS and, aken includes all accounts comprise the corresponding consolidated financial
information of

cdoliaes i il
ccept per amount) 1997 1996&%’:5%1994 1993

$2303 $2330 352,175 SL783
108 104 77 B0

4.92

4.86 4 59
0.90 0.70

25.55 22.35

31.39 27.43

976 967 889
5 . 2 3 4

2 12 9 9 10
652 562 467 505 480

The 1997, 1996, 1995, 1994 and 1993 dividends include $.80, $.70, $.60, $.45 and $.40 for
dividends declared in 1997, 1996, 1995, 1994 and 1993, respectively, bur paid in January of the
subsequent year.

Pursuant to the Cemificate of Incorporation, the stock price aalculation is compurted annually at
the end of the fiscal year

O-mshpnfd:tﬂnCMumndwmnmplnz: upon the exccution
of repurchase agreements which resric the ¢ m&un‘thm:k.l’ﬁu

p:ﬂymﬂmwchﬂﬂuCSm&uﬂzmtmmpwd.#&mpunﬂGhy
, pursuant to the Cerificate of Incorporation. The sggregate redemprion value of
ﬂn&-CSudquhﬂIT 1997 was $527 million.




The following selected financial data for cach of the yeans in the period 1993 w 1997 have been derived
ﬁumtudiniﬁnmaj’ starements. The historical finandial information for the Diversified and Kiewit
Construction & Mining W the consolidated financial information of and, aken
together, indudes all accounts which comprise the corresponding consolidated financial information of PKS.

(dollars in millions, 1
except per amounts) 1997 1 1994 1993

Resules of
Revenue (1) 5 580 5 537 $ 267

Eamnings from continuing operations 126 28 174
Net earnings (2) 140 33 181

Per Common Share

J4 f 1.29
T4 8 1.29

- . 10
11.65 . 9.90
11.65 J 9.90

127 2478
3 40

137 361
1.578 1,140

In Jcwober 1993, the Group acquired 35% of the cutstanding shares of CTEC Corporation
57% of the available voting rights. At December 28, 1996, the Group owned 48% of the outsranding
shares and 62% of the voding righes.

As a result of the C-TEC the owns less than 50% ~f the custanding shares and
voting of:aduafdul:hmmuuﬂ.md accounted for each entity using the equiry
method in 1997. The Company consolidated C-TEC from 1993 ro 1996,

ln&q’m:mbu'lﬂﬁ.ﬁ:GmdeﬂdmddmmmmMFSmChanhMFS'
resules of upulmﬂhwhrnduuﬁduaunﬂthmtmnndnmmudmmnp.mn
consolidated in the 1993 and 1994 balance sheets.

In January 1994, MFS issued $500 million of 9.375% Senior Discount Noses.

In September 1997, the Group agreed to sell its energy segment 0 CalEnergy Company, Inc. The
tm:mnndmdm}mmryl.l”!

[n 1993, through two public offerings, the wcid 299 of MFS, ing in a $137 million after-tax
grin. In 1995 and 1994, additional MFS transactions resuleed iz 32 million and $35 million
after-tax gains o the Group and reduced ies ownership in MFS to 66% and 67%.




(3)

4

(5)

The 1996, 1995 and 1993 dividends include $.10 for dividends declared in 1996, 1995 and 1993
but paid in January of the subsequent year.

Pursuant to the Cernificate of Incorporation, the stock price calculation is computed annually at the
end of the fiscal year.

Unless Class D Stock becomes publicly traded, PKS is generally commirtted to purchase all Class D
Seock ar the amount computed, in accordance with the Certificate of Incorporation, when put to PKS
by a stockholder. The aggregate redemption value of the Class D Stock ar December 27, 1997 was
$1,578 million.




ITEM 7. MANASEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

This item contains information about Peter Kiewit Sons', Inc. (the *Company”) as a whole. Separare
reports containing management’s discussion and analysis of financial condition and results of operations
for the Kiewit Construcuon & Mining Group and the Diversified Group have been filed as Exhibits 99.A
and 99.B to this Form 10-K. A copy of Exhibit 99.A will be furnished without charge upon the written
request of a stockholder addressed to: Stock Registran, Peter Kiewit Sons', Inc., 1000 Kiewic Plaza,
Omaha, Nebraska 68131. Exhibit 99.B can be cbnined by contacting: Investor Relations, Level 3
Communications, Inc., 3555 Farnam Street, Omaha, Nebraska 68131.

The following discussion of Results of Operations should be read in conjunction with the segment
information conuined in Note 13 of the Consolidared Financial Starements.

This document contains forward looking statements and information that are based on the beliefs of
management as well a5 assumptions made by and information currendy available to the Company.
When used in this document, the words “anticipate”, “believe™, “estimate” and “expect” and similar
expressions, as they relate to the Company or it ment, are intended to identify forward-lookin;
sratements. Such statemeno reflect the current views of the Company with respect to future events m&
are subject to cermin risks, uncerminties and assumptions. Should one or more of these risks or
uncertainties materialize, or should underlying assumptions prove incorrect, acrual results may vary
materially from those described in this document.

Results of Operstices 1997 va. 1998
Coal Miaing. Revenuc from the Group's coal mines declined 5% in 1997 compared o 1996,

Alternate source coal revenue declined by $16 million in 1997. The mine's primary customer,
Commonwealth Edison, accelerated i contracrual commitments in 1996 for alternate source, thus

reducing its obligations in 1997. In addition to the decline in tonnage shipped, the price of coal sold o
Commonwealth declined 1%. Revenue auributable to other contraces increased by approximarely $4
million. The actual amount of coal shipped to these customers increased 5% in 1997, bue the price at
which it was sold was 4% lower than 1996.

Margin, as a of revenue, declined 11% from 1996 to 1997. Margins in 1996 were higher
than normal due to lﬁ :dd.?:;Foml high margin alternate source coal sold to Commonwealth in 1996 and
the 1-fund of premiums from a captive insurance company that insured Erut black lung disease. The
decline in Commonwezlth shipmenes and an overall cE:nhn: in average selling price, adversely affected
the results for 1997. If current marker conditions continue, the Group expects a decline in coal revenue

and earnings after 1998 as cernain long-term contracts begin to expire.

Information Services. Revenue increased by 124% to $94 million in 1997 from $42 million in 1996.
Revenue from computer outsourcing services increased 20% to $49 million in 1997 from $41 million in
1996. Th ' increase was duc © new computer ouwourcing contracts signed in 1997, Revenue for
systems ir egration grew o $45 million in 1997 from less than $1 million in 1996. Strong demand for
Year 2000 renovation services fueled the growth for systems integration's revenues,

in, as a percent of revenue, decreased o 28% in 1997 from 41% in 1996 for the compurer
cutsourcing business. The reduction of the gross margin was due to up-front migration costs associated
with new contracts and significant increases in personnel costs due to the tightening supply of computer
professionals. Gross margin for the systems integration business was approximately 40% in 1997. A
comparison to 1996 gross margin is not meaningful due to the start-up nature of the business.




General and Administrative Expemses. Excluding C-TEC, general and administrative

increased 20% to $114 million in 1997, The increase was primanly anributable to a $41 million
increase in the information services business’ general and administrative expenses. The majority of the
increase i atmributable to additional compensation expense that was incurred due to the conversion of a
subsidiary’s option and SAR plans to the Class D Stock option plan. The remainder of the increase
relates to the increased expenses for new sala offices stablished n 1997 for the systems integration
business and the additional personnel hired in 1997 to implement the expansion plan.

Exclusive of the information services butiness, general and administrative expenses decreased 26%
to $62 million in 1997. A decrease in professional services and the mine management fees were partially
offsct by increased compensation expense. Due to the favorable resolution of certain environmental and

marters, costs that were previously accrued for thee isues were revensed in 1997, Partially
ing this reduction were legal, tax and consulting expenses associated with the CalEnengy transaction
and the scparation of the Construction and Mining Group and Diversified Group.

Egnily Losses. The lowscs for the Group’s equity investments increased from $9 million in 1996
$43 million in 1997. Had the C-TEC entities been accounted for using the equity method in 1996,
losses would have increased o $13 million. The & associated with the deployment and
marketing of the advanced fiber networks in New York, n and Washington D.C., and the coss
incurred 1n cunnection with the buyout of a marketing contract with minority sharcholders are primarily

for the inarease in equity losses armibutable o RCN from $6 million in 1996 w0 $26 million
in 1997. The Group's share of Cable Michigan's losses decreased 1o 36 million in 1997 from $8 million in
1996. This improvement is arrriburable to the gains recognized on the sale of Cable Michigan's Florida
cable systems. Commonwealth Telephone’s carnings were consistent with that of 1996. The Group
recorded equity carnings of $9 million in each year anributable 1o Commonwealth Telephone. The Group
also recorded equiry losses arributable to several developing businesses.

Imvestment lncome. [nvesment income increased 7% in 1997 after exduding C-TEC's $14 million of
investrent income in 1996, Gains ized on the sale of marketable securines, primarily within the
Kiewit Mutual Fund ("KMF), i from $3 million in 1996 to $9 million in 1997. In 1997, KMF
repositioned the securities within its portfolios to more doscly track the overall marker. Panially ofetting
these additions! gains was 3 decline in interest income due o an overall reduction of yicd carned by dhe
KMF portfolios.

intorest Expease. interest cxpense increased significandy in 1997 after excluding $28 million of
interest artribunable to C-TEC in 1996. CPTC, the owner-operator of a privatized tollroad in California,
Mndinmmdapzzﬁm.udyﬂmﬁmmdill million in 1996 and 1997. In 1996, interest of
55 million was capinalized to the construction of the tollroad. Construction was complered in August
1996, and all interest incurred sul t to that date was charged against carnings. Interest amociated
with the financing of the Aurora, Co property of 31 million, also contributed to the ncrease in
interest expense.

Other Income. Other income in 1996 indudes $2 million of other cxpenses atributable o C-TEC.
Excluding these losses, other income declined from $8 million in 1996 to §1 million in 1997, The absence
of gains on the sale of timberland properties and other assets, which accounted for $6 million of income
in 1996, is responsible for the dechne.

Income Tax (Provisioa) Beasfil. The cffective income rx rate for 1997 is less chan the
starutory rate of 35% due primarily to prior year tax adjustments, ially offset by the effect of
nondeductible com ion associated with the conversion of the information services opdon
and SAR plins to the Clas D plan. In 1996, the effective rate was also lower than the starutory
nmductuwiaryuru:.djmu.hdimnmpﬂnﬂhuﬂ’mbymndduﬂihl:m
associated with goodwill amorowtion and txes on foreign operadions. In 1997 and 1996, the Group
:TH a number of dispurcd rax issucs relared to prior years that have been included in prior year rax

justments.

g8




Discontiowed Oporations ~ Constructien. The Construcoon and Mining Group's operations an
be scparated into rwo components; construction and materials, Construction revenues increased $414
million during 1997 compared o 1996. The consolidavon of ME Holding Inc. (due to the incraase in
ownership from 49% to B0%) ("ME Holding") mmhuwd $261 million, almost two-thirds of the
increase. [n addition 1o ME Holding several large and joint ventures became fully mobilized
during the lﬂtetplﬂofthcyn.rmdmndl into the “peak” construction phase.

Matenal revenues increased 19% to $290 million in 1997 from $243 million in 1996. The acquisition
of additional plant sites accounts for 229% of the increase in sales. The remaining increase was a result of
the um:}e market for marerial products in Arizona This raised sales volume from existing plant sives and

r sli hﬁms:llm;ptmTh:mdumnoﬂlﬂmlhmofmnun&omthﬂgﬂhhmmn
facility in Ala also contributed to the increase.

Construction margins increased 10 13% of revenue in 1997 as compared to 10% in 1996. The
favorable resolution of project uncertainties, several change order sertlements, and cost savings or carly
com pletion bonuses received during the year contributed to this increase.

Mmﬂw&uuﬂ&mlﬂﬁd‘mmlﬁhiﬁmlm Losses at the Oak Mounnin
facility in Alabama were the source of the decrease. The materials ns from sources other than Oak
Mounmin remained stable as higher unir sales and selling prices mﬂﬁuhwhmmﬁ
costs.

Gmer:.llnd-:‘lpmm wdhCmmmepmuuﬂFelﬁtﬁmlmlﬁﬂ
$17 million of expenses artribunable to ME Holding. Compensadion and tharing expenses

59 million and 52 million, respectively, from 1996. The increase in these costs is a direct resule
dh#mmmmnnmmp.

The effective income tax rates in 1997 and 1996 for the Construction Group differ from the

expecred starutory rare of 35% primarily duc to state income txes and prior year tax adjustments.

_ﬁ_-“bmﬁmdmmudmmmdNHEmﬂmm
1997 from $9 million in 1996. The acquisition of Northern Electric in late 1996 and the commencement
of operations at the Mahanagdong geo facility in July, 1997 were the primary factors that resulred

in the increase.

hﬂml:zim sold approximately 19.1 million shares of is common stock. This sale

mﬁz%nﬂp w approximately 24% but increased its proportionate share
qulyltu prlpnluyumpmpmorluuludunkd'nuckhym

-mp:nofappmnmndyﬂlunlhonfmmuwm

of
LIvEsITes.
CﬂEmpmudn:LMmd‘l

On "4y 2, 1997, the Labour Party in the United Kingdom announced the details of ins
“Windfall T: £ w be levied against privaried British udlidies. This one-time tax is 23% of the di
m&*ﬁhﬁ;h l&mﬂmﬂ
on profits over a period of up o recorded an extraordinary charge
m‘lﬁﬂﬂuﬁmﬁtﬁemwmﬂ:ﬂm]ﬂr 1997. The total after-tax impace to Level 3,
srecily chrough it investment in CE Elearric and indirectly through it interss. in CalEnergy, was $63




Resxits of Operations 1996 va. 1995

Coal Mising. Revenue and net ﬂrrun;; pnmml;r du.t to increased aleernare source tons
sold o Commonwealth Edison Company in 1 and the liquidation of a captive insurance company
which insured &p.u:ul black lung discase. Upon liquidation, Group received a refund of premiums
paid plus interest in excess of reserves established Z:Ithe Group for this liabilicy. Since 1993, the

contract with Commonwealth provided that delivery commitments would be sarisfied with coal
produced by unaffiliated mines in the Powder River Basin in Wyoming. Coal produced at the Group’s
mincs did not change significantly from 1995 levels

ml-;:-. Revenue increased 17% to $42 million in 1996 from $36 mi]liohnl;n 1995. The
increase was primari t0 ncw com, ing CONtracts si in 1996, Less ¢ $1 million
of revenue wpﬂﬂhwm by the w&ummanuml m;% business, started in February,
1996.

Margin, as a percent of revenue, for the outsourcing business decreased to 41% in 1996 from 45% in
1995. The reduction of the margin was primarily duc to up-front migration costs for new custamers which
were recognized as an expense when incurred.

Telocomwesmications. Revenue for the telecommunications segment increased 13% to $367 million
for ﬁu:xl 199%6. C-TEC' rtleplmne groups $10 million, or B9, increase in sales and C-TEC's cable
i $33 miiuon or 26% increase in revenue were the primary contnbutons to the improved resulia
increase in eelephone group revenue is due ro higher intrastate access revenue from the growth in
access minutes, an increase of 13.000 access lines, and higher internet access and video conferencing
sales. Cable group revenue increased primarily due 1o higher average subscribers and the effects of rate
increases in April 1995 and February 1996. Subscriber counts i.nu'u.ld primarily due to the acquisition
of Pennsylvania Cable Sywems, formerly Twin Counry Trans Video, Inc., in September 1995, and the
consolidation of Mercom, Inc since Aogus 1995. Pennsylvania Cable Systems and Mercom account for
$23 million of the increase in cable revenue in 1996

The 1996 operating cxpenses for the welecommunications business increased $38 million or 18%
compared to 1995, The z‘uu 3 9% increase in expenses and the cable group’s
costs increased 31%. The increase lor the imarily auribuable to higher payroll
apenses resulting from additional personnd, Wmnfxgltr overtime. Also contributing to
the increase, were fecs associated with the internet access services and consulting services fur:vmcv_r
ofmgdmytﬂopnm:lwﬂenﬂepﬁupimmmdum:mm reciation,
amortization and compensation cxpenses associated with the acquisiion of Pennsylvania Sysems
ﬂhmﬁﬂmof*@sm%muﬁm;mhh]#rmnmmum
for existing programming and the costs for additional programming.

General and Aduinisirative Exponses. General and administrative expenses declined 5% to $181
-I.hnuul 1996 Duutuumupcuumauﬁmd:lc;ﬂmdmmu:l matters were parnally
:n fees paid o the Construcnion & Mining Group, the costs arriburable o

the thSR?Iﬂlmd.GﬁCsmmlinduﬁummmd

mﬂﬂlﬂ:’" Imgi‘:}u mau;:uuhuhl:;_nmuwadmrhdudﬂdopmtoﬁhc
business in Boston acquisiton o Pennsylvania Cable Systems, the consolidanon
of Mercom and the investigation of the feasibiliry of various restrucruring alternatives.

Eguily Earnlags, 8o, Losscs arcributzble to the Group's equity investments increased o $9 million in
1996 from $5 million in 1995. The additional losses were atributable to an enterprise engaged in the
rencwable fuels business and to C-TEC investment in MegaCable SA de CF, Mexico's second

largest able television operaroe.




lavestment lncoma, mel. [nvestment income increased 24% in 1996 compared to 1995. Increased
on the sale of marketable and equity securities and interest income were partially offser by 2 slighs
mumdwdmdmmm

Intorest Expense, met. Intcrest wlnlmmilhmmlﬁi The increase
was primasily duc w interest on the CPTC debe that was capitalized through July 1996, and C-TEC

redeemable preferred stock, issued in the Pennsylvania Cable Systems acquusition, that began accruing
interest in 1996.

Gain s Ssbsidiary’s Stock Traasaclions, neb. The isuance of MFS stock for acquisitions by MFS
and the exercise of MFS employee stock optons resulted in a $3 million net gain to the Group in 1995.

Othes, @st. The decline of other income in 1996 was primarily scributable to the 1995 setdement
of the Whitney Benefins lisigacion.

r Isconms Tax Besellk (Prosisive). The cffective income eax rate for 1996 diffens o&fmd:mmm
35% primarily because of adjustmenss w© prior year tax provisions, partially by mate taxes and
nondeductible amounts associated with goodwill amortization. In 1995, the rate was lower than 35% duc
primasily w $93 million of income txx benefis from the reversal of corain deferred tax liabilities

i ins from MFS stock transacuons that were no longer required doe o the ax-free

of MFS, and adj tO Priof year tax provisions.

Dizcsstimmd Operolieas - m:r:uu&nnmhundl‘nm
milion in 1996. This resudted from the completion of several major projects during the year, while many
new coatracts were sill in the start-up phase. KCG's share of joint venture revenue remained ac 30% of
mﬂmumlmlﬂuuﬁumwhhtﬁmlﬁulmmm
for in the Arizona market was offsce by a dedine in metal mles. KCG sold i
and silver operations in Nevada o Kinross Gold Corporation (“Kinross®) and csentially i
metals inventory in 1995.

C »portunitics in the construction and materials industry conunued to expand along with the economy.
Becamse ¢ the increased oppormunitics, KOG was able to be sdective in the construction projecs it
pursucd. Gross margins for construction increased from 8% in 1995 to 10% in 1996. This resulted from
the completion of scveral large projects and increased cffiaencics in all aspects of dhe constructica
process. Geoss margins for matenals dedined from 13% in 1995 to 10% ir 1996. The lack of higher

meaals sale in 1996 combined with dighdy lower consmucton materials manging
guodaned the sedoctivn in eyesmiog mugin.

hlﬁhﬁﬁ@lﬂﬂﬁﬁmﬂum&nﬁﬁm&uim
ﬁ‘ﬁ-ﬂwlﬂlﬂmwhm was the difference berween KCG's book
value in the uildu:nuh: : of the Kinross shares at the rime of the
exchange. r“ mining mansgement fecs from the Divensified
Gﬂ.d’ﬂ?ﬁnuﬂlﬂﬁ mlmudl”ﬁm& gains on the disposition of properry, plant
ﬂqﬁ'@.ﬁ..ﬂdﬂ&ﬂﬂ:ﬂﬁfﬂ?ﬂﬂlﬂdillnﬂunm 1996 and 1995.

The effective income tax rate for 1996 differs from the staturory race of 35% primarily because of
adjuscmeats w prior year tax provisions and state txos. In 1995, the raec was higher than 35% duc
pamasily o state income taxes.

Biscentissed Cperalions ~ Energy. Income from discontinued operasions dedlined in 1996 by 36%
o §9 million. Losses artributable to the Group's interest in the Casecnan projecy, additional development
cxpenses for acuivitics, and the costs associated with the Northem Electric tansaction were

international
Fﬂyn&hmﬁmm&m%




Financial Condition - Decomber 27, 1997

The Group's working capital, excluding C-TEC and discontinued operations, increased $392 million or
106% during !997. This is due tnlht!l!lmd.bonofcuhgmtﬂmibfopﬁmuprmmlymﬂ
operations, and the significant financing acuvines descnibed below.

lavesting activitics include $452 million w purchase markeuble securities, $42 million of investments
and $26 million of capital expendirures, including $14 million for the existing information services business
ﬂdﬁuﬁnnhnmﬂ:pt The invesunents primanly include the ‘s $22 million investment in
the Pawilion Towers . located in Aurora, Colorado, and 515 million of investments in
sw‘ﬂmm Fmdmgapormndthmmm-Htkﬂcnfmﬁtmbkmuf
1

Sources of financing include $138 million for the issuance of Class D Stock, $72 million for the
exchange of Class C stock tor Class D stock and $16 million for the financing for Pavilion Towens. Uses
Eﬁpﬁmﬂfﬂillnﬁl&nhd:pymtufdhﬁm&l.mdﬂmslliunufpumumloq—m

Prior 1o the cxecution of an agcement with CalEncrgy in Scprember, 1997, the Group invested $31
millicn in the Dix 1g. Paruha and Bali power projects in Indonesia.

In Ocxober 1996, the PKS Board of Direcrors direcred PKS management to a listing of Clax D
Seock 23 a nn&mmmm Pﬁ‘mhagdm:z‘::mnmd:hmd
:lﬂnﬂ rewain the best bumeugthemofmmmn
the of a listing of Sm-:k. concladed thar a li of Class D Seock
ﬂmmmm&mmwnﬂya the Construction
Iﬁﬂlﬂdmﬁ:!ﬂuﬂﬁfmﬁmﬁul fulmufthc&nmnmd

Mining Group and Diversified Group through 2 the Construction and Mining Group (“the
Transacrion™). Ar a special meering on August 14, 1997, the Board approved the Transaction.

a number of conditions, including the favorable nubiction by a majority of both Class C Cas D
ﬁu:hnﬂulmdthwmbrthm!dulmnﬂkﬂu&nﬂnﬁqmaﬁﬂm

to the Board would be cax-free 1o US. sharcholders. On December 8,
1997, PKS" Class C and Clas D approved the oransacuon and on March 5, 1998 PKS
received a favorable ruling from the Internal Revenue Service. The Transacrion is antdpated w be
effective on March 31, 1998,

In connection with the sale of approximarely 10 million Class D shares to employees in 1997, the
Company has retained the right the relevant Class D shares at the then current Class D
Swck price if the Transaction s stively shandoned by formal acion of the PKS Board or the
employees voluntarily terminae their employment on various dates prior to January 1, 1999.

Level 3 has recendy decided w0 substantially increase its emphasis on and resources to its informanton
services to business. Pursuant to the plan, Level 3 intends 1o expand substantially its current information
services business, through the expansion of its existing business and the creation, through a combination
of ceastraction, leasing and purchase of facilities and other assen, of 3 substantal faciliies-based
IRICTOCT COMMUAKINOnS network.




Using this nerwork Level 3 intends to provide (3) a range of internet access services ar varyin
capacity s and, as technology development allows, at specified levels of quality of service m&
security and (b) a number of business oriented communications services which may include fax service,
which arc ransmitted in part over privatc or limited access Transmision Control Protocol/Internet
Protocol ("TCP/IP®) networks and are offered at lower prices than public telephone network-based fax
service, and voice message storing and forwarding over the same TCP/IP-based networks.

Level 3 believes thar over time, a substantial number of businesses will convert existing computer
application systems to computer systemu which communicate using TCP/IP and are accessed by users
.::ﬁapngw\:bbmul.ndi ber believes that businesses w.ll prefer to contract for assistance in

ing this conversion with those vendors able to provide a full range of services from initial consulting
to internet access with requisite qualicy and security levels.

Level 3 anticipates that the capital expenditures required to im ﬂncntthiaa?.‘l.nsiun lan will be
substantial. Level 3 emtimates that :Euc costs may beﬁ% excess of PSISDG million in I998P:.nd could
exceed §1.5 billion in 1999. Level 3's current financial condition, borrowing capacity and proceeds from
the CalEnergy transaction described below should be sufficient for immediate operating, implementation
and investing activitics. However, Level 3 & mrﬁuﬂpiul&nmboduhcc:i:::ymddcblmkm
due to the signifiant apial requirements of the information services expansion p

In connection with the Expansion Plan, Level 3 expects 10 devote substanially more management
time and capital resources to its information services business with a view to making the informatien
services business, over time, the principal business of Level 3. In thar respect, management is conducti
a compechensive review of the exisung Level 3 busineses 1o determine how those businesses
complement Level 3 focus on information services. If it is decided that an existing business is not
compatible with the information services business and if 3 suitable buyer can be found, Level 3 may
dispoic of that business.

In ] nuu'ylm.l.ﬂelSwﬁl&mdmdduukoflndi'awmunﬁw

Level 3 recerved proceeds of 51,159 million o recognize an after-tax gai oflT'lmmndr
$324 millicn in 1998. The after-tax proceeds from thi nmnaioad’appuimrdypit;ﬁ'? million will be
used to fund the cxpansion plan of the information services business.

In January 1998, Class C sharcholders conversed 2.3 million shares, wich a redempuion value of
$122 million, into 10.5 million shares of Class D Scock.

In February 1998, Level 3 announced that it was moving i corporate headquarters to Broomificld,
Colorado, a northrwest suburb of Denver. The Bality is expected to encompass over 500,000
squarc feer of office space at a construction cost of over $70 million. Level 3 is leasing in the
Denver ares while the campus is under coastruction. The first phase of the complex is for
completion in the summer of 1999.

In March 1998, PKS announced that its Class D Seock will begin trading on Apnl! 1 on the Nasdag
Naoonal Marker under the symbol “LVLT". The Nasdaq listing will tic scparation of Level 3 and the
Construcoon of PKS, which is expected to be completed on March 31, 1998. In connection with
the scparation, PKS’ construction subsidiary will be mnamed “Peter Kicwir Sons’, Inc.” and PKS Clas D
Stock will become the common stock of Level 3 Communicanions, Inc.

PKS' certificate of incorporation gives stockholders the right to exchange their Class C Seock for
Uﬂﬂhinﬂrlnmhmm@tﬁﬂbﬂnmmduam&Jd:m
of Level 3 and the Construction Group. To replace that convension nght, Class C stockholders received
6.5 million shares of a new Class R swock in January, 1998, which is convertible into Class D Stock in
accordance with terms ratified by stockholders in December 1997.




PKS Board of Direcrors has approved in principle a plan to force conversion of all shares of Class

1 to cerrin provisions of the (las R mock, convernion wall not be forced prior 1o

the final decision to force conversion would be made by Level 3's Board of Directors ar

3's Board may choose not o foree convension if it were 1o decide char conversion is not in

interests of the stockholders of Level 3. If, as cumrenty annicipated. Level 3's Board determines

converrion of the Class R stock on or before June 30, 1998, certain adjustments will be made o

sharing and risk allocation provisions of the separation agreement between Level 3 and the
business.

If Level 3% Board of Directors determines to force conversion of the Class R stock, each share of

Class R stock will be convertible into $25 worth of Level 3 (Clus D) commeon stock. based upon the
i ice of the Level 3 common stock on the Nasdaq National Market for the last fifteen

month prior o the determination by the Board of Direcrors to force conversion. When
nmu.lﬂd.i'illilmupn.idinu.piu]mdmduum;imdmninpbythcﬁirvﬂmof

Immediaecly prior o the spin-off of the Kicwit Construction and Mining Group, the Company will
recognize a gain to the difference between the carrying value of the Construction and Mining Group

and it fair value. The Company will then reflect the hir value of Kiewir Construction and Mining Group
a1 a dividend 1o sharcholders.




ITEN 8. FINAMCIAL STATEMENTS AND SUPPLEMENTARY DATA.

Financial starements and supplementary financial information for Peter Kiewit Sons’, Inc. and
Subsudianies begin on page P1. Separate financial statements and other information pertaining to the
Kiewit Construction & Mining Group and the Diversified Group have been filed as Exhibits 99.A and 99.B
to this repore. The Company will furnish a copy of such exhibits without charge upon the written request
of a stockholder addressed to Stock Registrar, Peter Kiewit Sons', Inc., 1000 Kiewit Plaza, Omaha,
Nebraska 68131

The financial statements of an equiry method investee (RCN) are required by Ruls 3.09 and are
incorporated by reference from RCN's Form 10-K for the year ended December 31, 1997, filed under
Cummnﬂa 000-22825.

ITEE! 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS OM ACCOUNTING AKD
FINANCIAL DISCLOSURE.

information required by Par 111 is incorporated by reference o the Company's definitive
stacement for the 1998 Annual Meeting of Stockholders to be filed with the Securities and st
Commision. However, ceruin informanon is set forth under the caption "Directors and Executive
Officers of the Registrant” following ltem 4 above.

PART IV
IMEE 14. EUBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS OM FORM 8-IL

(2) Financial stacements and financial statement schedules required to be filed for the
registrant under Items 8 or 14 are sex forth following the index page at page P1.

Exhibits filed as a part of this report are listed below. Exhibits incorpo-sted by reference are
indicated in parentheses,

Exhibit Number Descripuion

ER | Restuted Cerrificate of Incorporation, effective January 8, 1992 (Exhibit 3.1 to
Company’s Form 10K for 1991).

32 Certificate of Amendment of Restated Cemificate of Incorporation of Peter Kiewit
Soas’, Inc., effective December 8, 1997.

34 Bylsws, composite copy. including all amendments, as of March 19, 1993

(Exhibit 3.4 to Company’s Form 10-K for 1992).




Separation t, dated December 8, 1997, by and among PKS, Kiewnt
Diversified Group Inc., PKS Holdings, Inc. and Kiewit Construction Group Inc.

Amendment No. | to Separation Agreement, dawed March 18, 1997, by and
among PKS, Kiewit Diversified Group Inc.. PKS Holdings, Inc. and Kiewit
Construction Group Inc.

21 List of subsidiaries of the Company.

23 Consents of Coopers & Lybrand LLP

7 Financial data schedules.

99A Kiewit Construction & Mining Group Finandal Satements and Other Informarion.

99.8B Diversified Group Financial Seatements and Other Information.

(b)  No reports on Form 8K were filed by the Company during the fourth quarrer of 1997,




Pursuant o the requiremens of Section I!ulﬂd]efdu&e:umuliuhmy:hnfl?ﬂ.ﬂx
duly authorized,

has du'y caused this report o be signed o its behalf by the undersigned, thercunto
nn:h!ﬁlldlyufﬂ.th. 1998,

PETER KIEWTT SONS'", INC.
By: /o Walter Scot, Jr.
Name: Walter Scorr, Jr.

Tide: Chairman of the Board

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
Mhduwhyﬁ&ﬂwu;;mmhﬁﬂdkmmdmhmuﬁmﬂ the 30th day of
1

W WarmScorrje, Chairman of the Board and President
Waker Scom, Jr. (principal executive officer)

Executive Vice President of Level 3
R.Dm#m Communications, Inc.
(principal financial officer)

f_Emc)l Mowmmnsen Controller
Eric J. Morens 2 (principal accounting officer)
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Kenneth E. Sdnson, Direcror
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Report of Independent Accountants

Financial Statements as of December 27, 1997 and December 28, 1996 and
for the three years ended December 27, 1997:

Consolidated Scacements of Earnings P-
Consolidated Balanee Sheers P-
Consolidated Starements of Cash Flows P-
Consolidated Satements of Changes in Stockholden” Equiry P-
Notes o Consolic ged Financial o P-9

Schedules not indicared sbove have been omitted because of the absence of the conditions under which
they are required or because the information called for is shown in the consolidated financial scatements
thereto.

or in the notes




The Board of Directors and Stockholdens
Peter Kiewit Sons’, Inc.

We have audited the consolidated financial satements of Perer Kiewit Sons’, Inc. and Subsidiarics as
listed in the index on the preceding page of this Form 10-K. These financial statements are the
responsibility of the Company’s management. Our responsibility is o express an opinion on these
financial statements based on our audits.

ﬁmﬁ@mnﬁmmmm suditing stzndards. Those sandards
uq-mdm-:# perform the audit to obeain assurance about whether the financial
dmﬂmLhthduhm’;ﬂ;mhmm

supporung the amounts and disclosures in the financial saremens. An audit abo includes assemsing the
accounting panciples used and significant estimates made by management, as well a1 evaluating the
mﬂ&ﬂmﬁmnﬁhﬂm:ﬁuwnﬂmpwnmﬂcm&w

m

In our the financial statements referred 1o above t fGirly, in all material the
mﬂdﬂmﬁnlncdpmmdhulﬁnu&m Mnlﬂpmhm”nfhnhlmud
December 28, 1996, and the consolidated resulcs of their operations and their cash flows for each of the

three years in the period ended December 27, 1997 in conformity with generally accepred accounting

C..r-.yr.%‘—l. 24P




Cossalidsisd Retumects of Zarningy
For the three years ended December 27, 1997
1997 1996 1995
Revenue 5 32 $ 652 5 580
Cont of Revenue {179 (384) (349
157 268 I35
Genenal and Administrative Expenses — (14 — (181 —150)
Operating Exmings 43 &7 45
Oxcher (Exp wuc) Income
Equicy losses, nex (43) 9 (5)
Imrveszment income, net 45 56 45
Interest expense, net (15 (33) (23)
Gain on mbsidiary’s mock mansacnions, net - - 3
Oxher, ner 1 6
(12) 20 145
Equity Loss in MFS - . asn
ings Before Income Taxes, Minoricy Interese
E--d‘&uunudOpcmw 3 107 9
Income Tex Benehit (Provision) 48 3) 79
Minoricy Interest in Net Loss (Income) of Subsidiaries 4 : 12
Income from Continuing Operations 83 104 126
Discontinaed :
(expense) of ($107), ($72) and (360) 155 108 104
, net of income @x benefit (expense)
1, (59) and (38) —10 i) 14
Net Bamungs i.24 iRl .24
Coatinuing
Class D Seock
Basic
Dibused = =2 gf
Net Income
Class C Seock
Basic
Class D Seock
Basic
Dl e R v S

See accompanying notes o consolidmed financial sarementa,




Conssiidatad Balzace Sheets
December 27, 1997 and December 13, 1996

{dollan 1n mulbony)

Apers

Current Assens:

Cash and cash equivalents

Markeesbl »

Resari Im_m_
Recrivables, less allowance of $-, and $3
[-rvestment in discontinued operations — energy

Toeal Current Assers

Property, Plant and Equipment, at cost:

Less accumulated depreciation and amortization

Nex Property, Plant and Equipment

Investmenes

Iavestments in Discoatinued Operations — Constraction
Incangible Assers, net

Other Asses

See Note 17 for 1997 pro forma balance sheet information.
Sex accompanying noees o consolidaced financial stasements.




PETER KEEWIT SONS', INC. AND SUSSIDAIRES

Comzolidaied Baiznce Sheets
December 27, 1997 and December 28, 1996
(continued)

{dolisrs in milhons)

Lisbilitics and Stockholders' Equity

c Lisbilic
Cmmmuth-mdth:

Aﬂ:rnuluhmmdubummgm
D:Em:lmm

Tnu&Cum:nthhhuu

Long-Term Debr, less current portion:
Teecommunicatons

Deferred Income Taxes
Accorued Redamaetion Costs
Other Lishilic

Misority Interest

Seockholdens’ Equiry:
Preferred stock, no par value, authorized 250,000 shares:
o thares in 1997 and 1996
Cdmw&.i.bﬁﬁpunlw.ﬂ.lhilﬁmw

&-EMBMM—M&;E
!muﬂlﬁﬁ,ﬁl in 1996
C10:153.343 outmanding i 1997 i 10743173
10,1 in 1 10,7
Sarndiog 1996

&-D? 40 outsaanding i 5.90
135.517.1 in 1997 and 115,901,215
— oustanding in 1996
fh&m&mﬂg&
muﬁu;mlﬂ?

Additional paid in capital

Foreign adjustment

Net unrealized gin

Re:nudunnnq;

Toral Seockholdens’ Equity

Sec Note 17 for 1997 pro forma balsnce sheet information.
See scrompanying notet to consolidited financial satements.




Comsoligoted Siatements of Cash Flom
For the three years ended December 27, 1997

(doliars in millions) 1997 1996 1995
Cash flows from continuing operations:
Income from continuing operations $ 8 5 104 3126
Mmuwmnﬂktmﬁnm
Pmlmnﬂ )
Depreciarion, depletion atition 24 132 9%
Gain on sale of property, phnurui
equipment, and other investments (9) (3 M
Gain on subsidiary's stock cransactions, net - - 3)
Compensation expense atributable to stock options 21 - -
losses, net 43 10 130
Minority interest 1a subndianes 4 - 12
Retiremnent benefits paid )] (6 (2)
Federal income txx refunds 146 - 35
Deferred ir ~ome axes (103) (68) (152)
Change in rorking capiaal items:
(9) (1) 11
Orher current assers (1)) G -
3) 9 )
Other habilities (5 13 34
Orher - 2 (%
Net cash provided by continuing operations i82 196 273
Cash flows from investing activities:
Proceeds from sales and marurities of markerable
securities 167 378 383
Purchases of marketable securities (452) (311 (440)
e iad acqaimons ket of i spied @ O
frvcitments net (42 { 1
Proceeds from sale of property, planc
and equipment, and other investments 1 | 14
ww‘m (26) (1n (118)
| —I8) —A2)
Net cash used in investing activities $(351) $(112) $(301)

Ser accompanying notes 1o consolidared financial satements.




PETER [GEWTT SONS’, INC. AND SUBSIDIARIES
Cosogildsiod Statements of Cash Flowra

For the three years ended December 27, 1717
(continued)

1997

5 17
{2)
138

mmcwhﬂuDMm

c.a...ac-a:{miu-' of C-TEC in 1997 and MFS in 1995
at beginning of year

Effect of exchanye rates on cash

Ner change in czsh and cash equivalenss
Cash and cash equivalents ar beginning of year
Cash and cash equivalents st end of year

N b P
Cummhvmmﬂcw
o common gock
Divadend of irvestment i MES




(12)

(1) an

299 _(99
1,384

(13) (13)

1 _(2
$1.566 31,819




Cemxlifsind Stsipeents of Changea b Siockholders’ Eguily
For the three yaans ended December 27,1997
(continued)

Repurchases of siock
Option Aciiviey
Class D Stock Split

adjustment

Met unrealized
holding loss
Net camnings
Dividends: (¢)
Class C ($1.50
common share

Balance at
December 27, 1997

51,566 51819
- 172

(2)

27

-3 _03

il 8 AN L0 2 L2 122N

(2) Includes $.60 and 5.10 per shaee for dividends on Class C and Class D Stock, respectively, declared
in 1995 but paid in January 1996.

(b) Inchudes $.70 and 5.10 per share for dividends on Class C and Class D Seock, respecrively, dadlared
in 1996 but paid in January 1997,

(c) Includes $.80 per shase for dividends on Class C declared in 1997 but paid in January 1998,

See accompanying notes to consolidaced financial satement.




PETER IGEWTT SONS', INC. AND SUSSIDIARIES
Hetes te Connclidzled Fizancisl Stetomesty
Sesmsry of Significast Accounting Pelicies
Principies o} Coasolidation

The consolidared finandal sartements include the accounts of Perer Kiewir Sons’, Inc. and
subsidiaries in which it has control (*PKS" or “the Company”). -h-chu:mp;dmtnmprm
primarily rclaced ro consouction, coal mining, cnergy generaon, informatiou services, and
elecommunications. Fifry-percent-owned mining joint venmures are consolidated on a pro raa basis.
Investmens in other co ies in which the Company excrcises significant influence over
operating and financial induding comstruction joint ventures and encrgy projects, are
mﬂhhhqmqmm&omymuh:mhnﬂthmnhh
construction joint ventures on 2 pro race bams in the consolidated smatements of camings. All
significant intercompany accounts and wansacrions have been diminated.

lnl”?.cbt@nmpuygmdmnﬂm assers to CalEnergy  Inc. ("CalEnergy™)
and w spin-off the consruction busines. , the assens and I and resuls of
mdmmmmmﬁdumm on the consolidated
balance sheet, statements of carnings and cash flows. (See notes 2 and 3)

On Seprember 5, 1997, C-TEC ({"C-TEC") announced thas its board of direczors had
wmd&:phnndmn;u GﬁCmmﬁmMmﬂmmm

cffective Scprember 30, 1997. As a result of the restructuring plan, the Company owns less
:hnmu‘thcmnﬂm‘llnmmd rights of each enury, and therefore has accounted
hrtﬂmﬂynﬁqdﬂq&qnﬂlﬂduﬂ beginning of 1997. In accordance with Generally

C-TEC's financial position, results of operations and cash flows
ud;:l and 1995 financial statements.

The resulos of operations of MFS Communications Company, Inc. ("MFS”), (which hﬂnﬂp&m
WorldCom Inc.) priot to its spin-off on September 30, 1995, have been dassified as 2 single line
iem on “he satements of carnings.

The Company invest in the olios of the Kiewit Munual Fund, (*KMF"), a registered investment
company. H;'Fi:m i in the Company’s financial statements,

Beacripien of Bailnsss Groups

Holders of Class C Stock ("Construction & Mining Group™) and Class D Seock (" Diversified Group”)
are stockholders of PKS. The Construction & Mining ("KCG") conrins the Com
eradicional construction and maeerials operations performed by ﬁommu.mn(houpinr'?{c
mmwwi%muumlm(ﬁmm:&mﬁﬁm@h;J
("Level 3") contsins coal mining propertes owned by Kiewit Coal Inc..
invescmenss, incloding a 24% interest in CalEnergy and a 30% interest in CE ic UK ple (* g
Electric™), investments in intcrnational projects, information services businesses,
wiccommunications companics owned C-cﬁguwdluolhcrm&mmwd
liabilities which are not separately identified with the o :ﬁwm;opﬂuaunfrh:&m' n &
Mining Group or the Diversificd Group arc allocated equally between the groups.




PETER IGEWTT SOMS’, INC. AND SUBSIDUA.S
Moles to Consolidsted Finsmcial Stztements

{1} Semmary of Significant Accounting Policles (cost.)
Constructioa Contracts

KCG operarex generally within the United Scates and Canada as a general contractor and engages
in various types of construction projects for both public and private ownen. Credit risk is minimal
with public (government) cwners unce KCG ascerrains that funds hawe been appropriated by the
governmental project owner prior to commencing wock on public projecs. Most public conracts are
subject to termination at the clecrion of the government. In the cvent of termination, KCG is entitled
to receive the contract price on completed work and reimburnsernent of rermination related costs.
Credit risk with private owners is minimized because of sarstory mechanics liens, which give KCG
high priority in the event of lien foreclosures following financial difficultics of private owners.

The construction industry is highly compettive and lacks firms with dominant marker power. A
substantial portion of KCG's business involves construction contracts obtained through competirive
bidding, The volume and profiabilicty of KCG's construction work depends to a significant extent
upuaLﬂuﬂmﬂdhﬂmﬁuin*ﬁﬁ&mﬁmﬂﬂudumdwrﬁhﬂﬁkm
contractors. KCG's construction operations could be adversely affected by labor stoppages or
shortages, adverse weather conditions, shorages of supplics, or other governmental acion.

KCG recognizes revenue on longrterm construction contracts and joint venture: on the
percentage-of-completion method based upon engincering esumates of the work performed on
individual contraco. Provisions for losses are recognized on uncompleted ontracts when they
become kaown. Claims for additional revenue are ized in the period when allowed, Iris ac
least reasonshly possible char engineering estimates of the work performed on individual contracts
will be revised in the near verm.

Coal Sales Comtracts

Level 3's coal is sold primanly under long-term contraces with dectric utilities, which burn coal in
odnwztmmpmdm&midm A substantial portien of Level 35 coal sales were
made long-term contracts during 1997, 1996 and 1995. The remainder of Level 3's sales are
muade on the spot marker where prices are substandially lower than those in the long-term contracs.
As the long-term contracts expire, 3 higher propornon of Level 3's sales will occur on the spot

The coal industry is highly compertitive. Level 3 competes not only with ocher domestic and fores
coal suppliers, some MMWMMMWJMMMSM
with alternative methods of gencranng decnicity and alemative energy sources. Many of Level 3's

competitors are served by owo railroads and, due o che competition, often benefic from lower

transportation costs than Levd 3 which is sorved by a sage nilmad. Addidonally, many

::fedtnhnhmuﬁppinsrxhldﬂnhﬂ}.o&mmﬂdnginbvﬂmpﬂ&nmof
uction.

Level 3 s abo required 10 comply with various federal, stare and local laws concerning procecion of
the environment. Level 3 Ldieves io compliance with environmental prowecnon and hnd
restoration kaws will not affect its comperitive position since its compertitors are uimilarly affeceed by
such laws,




PETER MIEWTT SONS’, BiC. AD SUBSIDINES
Heolss tn Cozzolidated Fimnmcisl Stxtemvests

{1) Semmary of Sigeificant Accossting Peficies (cont.)

ln:lSlndlummhmmnmﬁmmm enrs with 1o customens which
stipulace delivery and payment terms for the sale of coal. Prior 1o 1993, onc of the
customers deferred recaipt of corrin commitment by gundndnd&mﬂlmmm
coal reserves of Level 3 and the mining venurs. U the agreements, revenuc was

when cash was received. The with this cusomer were rencgotiated in 1992, In
accordance with che i agreements, there were no sales of interests in coal reserves
subsequent 10 January 1, 1993. Level 3 has the obligation to deliver the coal reserves to the
customer in the future if the cumomer exercises its option. If the oprion is exercived, Level 3
denﬂmhﬂmmmhhwnmﬂhwlﬁdl

sufficent coal reserves to cover the above sales commitments.

Level 3's coal sales contraces are with several elecrric utility and industrial companies. In the event

ouDourang scrvice, ontraco
nupg&nm}immwﬁm&ndmmlhnrm‘ mmwhmum
these contracts, Level 3 recognizes revenue in the month the service is provided The systems
integration business helps customers define, develop and implement cost-cffective information
systems. Revenue from these services is billed on a time and materials basis or percenmage of

complenon basis depending on the cxtent off the services provided.
Teecrwamaicrtions RBeveose

In 1996 and 1995 C-TECs most uignificant are its local service and

system operanons. C-TEC mmiummuwmuumdammm
dﬁm:uﬂmnﬁm&mmnmhuﬂthuwupmmmmmthu
C-TEC’s local telephone company. Revenues from telephone services and basic and premium
cable programming services are recorded in the month the service is provided.

The tddccommunicatons industry is subject to local, state and federal regulasion.

Consequendy, the
sbility of the tweiephone and cable groups tw genente increased volume and profins is largely
dependent upon regulatory approval to expand customer bases and increase prices.

Comperi for the cable group’s services traditionally has come from broadcast television, video
ren Mdumbrudnnnn:ﬂ;ummwdmhnmdnhﬁ.&mmp:mmuﬂmd

from celephone companies.

Concentration of credit risk with respect o accounts receivable are limited due to the dispersion of
customer base among geographic areas and remedies provided by terms of contracs and statutes.

As noted previously, the investment in C-TEC has been accounted for using the equity method in
1997.




Intangible asets primarily incdude amouno allocated wpon purchase of existing operations,

are amomized or a3 straightine basis over the
expected period of benefit, which does not exceed 40 years.

Leng Lived Asssds




PETER KIEWTT SONS', INC. AND SUBSIDIARIES
Motes to Consolidatad Financlal Stalements

(1] Sessmary of Significast Accousting Policies (cost)

Potentially dilutive stock options are calculated in accordance with the weasury stock method which
assumes that proceeds from the cxercise of all options are used to common stock at
the a market value. The number of shares remaining after proceeds are exhausted

mg:mmu dﬂutm:ﬁrttof:&mmmuﬂydﬂuuumh&ﬁmﬂm
are calculated in with the “if converted”™ method. This method assumes that the afer-tax
interest expense associated with the debentures it an addirion o income and the debentures are
converted into equity with the resulting common shares being aggregated with the weighted
average shares oustanding.

The folloring detils the carnings per share calculations for Class C Scock and Class D Stock:
Clas C Seock 1997 1996 1995
Net income available 1o common sharcholders (in milkon) $ H
Add: Interest nex of tax effect associated with

convertible Tures

Net income for diluted shares

Total number of weighied average shares outstanding
used to te basic earnings per share
(in t ]

Add onal dilutive shares assuming convession of
cunverable debentures 441

Toeal number of shares used to compute diluted carnings
pe thre 1016

Net Income
Basic carnings per share $15.99
Diluted carnings per share $15.35

*Interest expense arribucble o convertible debenmures was less than $1 million in 1996 and 1995.
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PETER KEEWTT SONS', B5C. AND SUBSIMATIES
Rotrs tv Consadidated Fimamcial Raisovnts

1) Secmery of Sipeificast Accranting Pelicis [cent.)
Sk Dividand

Effective December 26, 1997, the PKS Board of Directors :pproved a dividend of four shares of
Class D Seock for cvery onc share of Class D Seock hed. All share information and per share dana
have been restased to reflect this dividend.

lacame Taxes

Deferred income tazes are ided for the temporary differences berween the financial repori
basis and cxx basis of the '1mmd1hhiﬁthmin;mmdmnmineﬁnfmg
year in which the differences are expected to revense.

Uso of Estientcs

The preparation of financiz] satements in conformity with generally accepeed accounting principles
requares 10 make esnmares and amsumpuons that affec the amounts of
assers and liabalities and disclosure of contingent assets and liabilities ar che of the financal

statements and the amounts of revenues and cxpenses during the reporting period.
Actual results could differ from those estimares. *

Receslly lzzoed Accsasting Prooocncemechy

In Junc 1997, the Fnancial Accounting Scandards Board ("FASBT) ismued SFAS Na. 130,
x i ive Income”, which requires thar changes in comprehensive income be

Lol v e = o ) g =

Reportng
shown in a financial statement thar is displayed with the same prominence as other financial
statements.

Also in 1997, the FASB issued SFAS Na. 131, “Disclosures about Segments of an Enterprise and
Related Information”, which changes the way public companics report information about segments.
SFAS No. ISI.Mhhﬁdmhththtm;im
requirements to report selected segment information quarterly, and ennry wide disclosures abour
products and services, major customers, and geographic da.

These statements are effective for finandal statements for periods beginning after December 15,
1997. Management does not expect adoption of these statements to materially affect che
Compasny's finandial satements.

Reclassifications

wﬁmjﬁsmpﬁlm items within the consolidated Snancial statements and notes thereto have been
reclassified from previous years to conform to current year presentation.

Fliscal Year

The Company’s fiscal year ends on the last Sarurday in December. There were 52 weeks in fiscal
years 1997, 1996 and 1995.




PETER MIEWTT SONS’, INC. AND SUBSIDIARIES
Mates to Consolidated Financlal Stztements

(23 Reorgacization

In October 1996, the PKS Board of Direcrors directed PKS management to pursue a listing of
Qlass D Stock as a way to address certain issues created by PKS' cwo-class capinal stock structure and
the need o attract and rewain the best management for PKS' businesses. During the course of
its examination of the consequences of a listing of Class D Stock, management concluded that a
listing of Class D Srock vo-rnor adequately address these issues, and instead began to study 2
ion of the Construction and Mining Group and the Diversified Group. Ar the regular mecting
the Board on July 23, 1997, management submiteed to the Board for consideration 2 proposal for
scpasation of the Construction and Mining Group and Diversified Group through a spin-off of the
Construction and Mining Group (“the Transaction”). Az a special meeting on August 14, 1997, the
Board approved the Transacrion.

The separation of the Construction and Mining Group and the Divensificd Group was contingent
upon a rumber of conditions, induding the favorable racification by a majority of both Class C and
Class D sharcholders and the reccipt by the Company of an Internal Revenue Service ruling or
other asurance accepuble 1o the Board that the separation would be tax-free o U.S.
sharcholders. On December 8, 1997, PKS’ Class C and Clas D sharcholders approved the
transaction and on March 5, 1998 PKS received a favorable ruling from the Internal Revenue
hﬁ.mew»&MmMM.lm.Mlmdzofm
events the Company has the financial position and resuls of ions of the Kiewit
&mumwpuwmmmﬁmmcmm
consolidated sratements of camningz for all periods presented. The activities of the Construction
and Mining Group have been removed from the statements of cash flows. The finandial saatemenss
J&ﬁt?mnwﬁmndhﬁnhg&uupmhhﬂdiﬂﬁ:ﬁbﬁﬂ.ﬁoﬁh&dﬂw&un

The following is summanzed financial information of the Kiewit Construction and Mining Groug:

Opecrations {doflars in millions) 1997 1996 1995

Revenue $ 2,764 $ 2303 5 2330
Net income 155 108 104

Financial Position {dollars in millions)

Current assers
Onher assets
Total assets

Current liabilities
Oxher liabilities
Minority interest
Toral hiabilities

Nex assers




N =D

PETER WIEWTT SORS’, INC. AND SUBSIDIMRIES
Metes to Comsciidated Finsncial Statameats
(2) Roorganizstion (coal.)
Immediately prior to the spin-off of the Kiewit Construction and Mining Group, the Company will
recognize a gain equal o the difference berween the carrying value of the Construcrion Mi.ni:z

Group and 11 fair value. The Company will then reflect the fair value of Kiewit Construction a
Mining Group a1 a dividend to shareholders.

Nererae (Nr=s

Level 3 has recently decided to substantially increase its emphasis on and resources o io
information services business. Pursuant to the plan, Level 3 intends to expand substantially its
current information services business, through the expansion of its custing business and the
creation, through a combination of construction, leasing and purchase of facilities and other asses,
of a substantial facilitics-based internet communications nerwork (the “Expansion Plan®).

Using the nerwork Level 3 intends to provide (a) a range of internet access services at varyin
mmw.ummm:dh-uummdmamuanﬁ
security and (b) a number of business oriented communications services which may include fax
service, which are cansmined in over private  or limited access Transmission Control
Pmﬂhmm?mmlmmmmhmduroﬁuduh-u nices than public
nerwork-based fax service, and voice message storing and fo ing over the ame
/1P-based nerworks.

bDizcogtizesd feergy Openatioms

In o inection with the Expansion Plan, Level 3 expects to devote subsantially more management
time¢ and capital resources to its information services business with 3 view to making the
information services business, over time, the principal business of Level 3. In that t, the

t is conducting a comprehensive review of the aisting Level 3 businesses o ine
how businesses will complement Level 3's focus on information services. 1F i is decided thar
an existing business is not comparible with the informarion services busi.iess and if a suitable buyer
cn be found, Level 3 may dispose of thar business.

On September 10, 1997, Level 3 and CalEnergy entered into an t whereby CalEnergy
contracted to purchasc Levd 3's energy investmeno for $1,155 mﬁ ion, subject to adjustments,
These investments include approximately 20.2 million shares of common stock
{assuming ﬂuﬁtdflﬂilﬁﬂuapﬁauhdd%:ﬁl].intl}'ljﬂ%m ip interest in CE

Electric and Level 3's investments, made jointly , in international power projects in
Indonesia and the Philippines. The transaction was subject to the satisfactory completion of cerain
provisions of the agreement and dosed on January 2, 1998. These assets comprised the energy
scgment of Level 3. Therefore, the Company has reflected these assets, the camings and losses
anribuable to these assets, and the related cash fow items as discontinued operations on the
balance shects, satements of camings and cash flows for all periods presented.

In onder w fund the purchase of these asscrs, CalEnergy sold, in Ocrober 1997, approximately 19.1
million shares of i common stock at a price of $37.875 per share. This sale reduced Lowel 3%
mﬁbh&hﬂnwﬂmzﬂhlwzwﬂm&uﬁwpﬁ
equity. It is the Company's policy to recognize gains or losses on the sale of stock by its investees.
Level 3 ized an after-tax gain of approximately $44 million from wransactions in

stock in the quarter of 1997.




PETER MIEWIT SONS®, INC. AND SUBSIDIARIES
Notes te Consolidoted Fimancial Sirtvessats
(3] Disosstismed Essrgy Operstions (comt.)

The Agreement with CalEnergy included 3 provision whereby CalEnergy and Lewel 3 shared
qtﬂlymprnmd:ﬁmdﬁtoﬁrgabaﬁorbch-x:p:ﬂfrdmmnnm% was

at a price above that pronided in the agreement and dhercfore, Loved 3|l:u-nni
additional proceeds of $16 million at the rime of closing,

Level 3 expoes rmn:&ermpmmtkdupmlmnfmmwmmlmd
yl.’n!l The after-tax proceeds from the transaction of approximarely $967
business.

mﬁuhmdnﬁmdth:upﬂ:m plan of the information services
The following is summartzed financial informartion for discontinued energy operations:
1996

Gain on investee stock actvity
Income tax cxpense




FETER KIEWTT SONS', INC. AND SUBSIDIARIES
Hetes to Consclidated Flnanclal Statements
(3) Disceatisned Esergy Operations [coat.)

At December 27, 1997, Level 3 owned 19.2 million shares or 24% of s ousstanding
common stock and had 2 cumulative investment in Cal common stock of $337 imlhnn
Calergcmnmouuockutradndoulh:N:u‘h’orhSm& ge. On December 27, 1997, the
market valuc of Level 3's investment in CalEnergy common stock was $548 million.

The following is summarized financial information of CalEncrgy Company, Inc.:
Opcracions (dollary in millions) 1997 1996

Revenuc $2.2N 3 576
Income before cxtraordinary item 52 922

Extraordinary item — Windfall ax (136)

Level 3's share:
Income before extraordinary item 18 n
ill amortization (2) (2)

hmmmto&mwmtmd &

%

%

Wi
b
- T

Y

Goodwill
lavestment in CalEnergy

thhuIMCEBmmwh:hu?%mudbyCﬁEufym&Mhﬁdbyhvd}M
majority ownership of the outstanding ordinary share r-alofNordmnEisunc.plc. FSUAnt 1o R ten-
dauﬁu[d::"'f‘mdﬂoﬂ'u) commenced in the Uni No‘:ﬂ:nbrCEmemleﬂ'ﬁ.M
of March 1997, CE Electric effectively owned 100% of shares,




PETER IGEWTT SONS', INC. AND SUBSIDIARIES
Matey to Caseoliiebed Fimancial Stztoments

{3) Discostsmed Essrgy Operulians |cest |

As of December 27, 1997, CalEnergy and Level 3 had contributed to CE Electric approxima
$410 million and $176 million, respectively, of the approximately $1.3 billion wm i
of Northerns ordinary and preference sharas in connecnion with the Tender
ﬁm&mmkaﬂﬂuOﬁumpwﬁdbammm;m&nﬁq
agreement obtained by CE Electric. Level 3 has not guaranteed, 2nd is not otherwise subject to recounse
for, amounts borrowed under these facilities.

2, 1997, the Labour Party in the United Kingdom announced the dewils of its propased
= Tax" mhhﬂwm@ﬂn&hmﬁmﬁnmmnﬂ%dﬁeiﬂhﬂm

berween the value of Northern Elecrric, ple. ar the time of privatization and the 's current value

based on profits over a period of up to four years. CE Electric recorded an inary of
qz::;nﬂfﬂﬂmﬂmwhmlbemmmxndmjuh’ 1997. The total after-tax impact o
idi through its investment in CE Electric and indirectly chrough its interest in CalEnergy, was $63

The following is summarized financial information of CE Electnic as of December 31, 1997 and
December 31, 1996

Opcranons (dollars in mibons) 1997 1996
Revenue S1564 § 37
Income before extraordinary item 58 -
Exmordinary item — Windfall ax {(194) -
Level 3's share:
Income before extraordinary item $ 17 3 .
Management fee paid 1o CalEncrgy . (2)
17 (2)
Extraordinary item — Windfall tax £ (58 § -
Enancial Position (dollars in millions) 1997 1996
Current asseny $ 419 $ 583
Ocher msco 2,519 1,772
Total assews 2,938 2355
Current labilives 1,166 785
Orher liabilities 1,265 718
Preferred sock 56 153
Minoricy interest - 112
Tocal liabilities 2,487 1,768
Net assers $ 451 § sa&7
Leve 3's shore

Equity in net assens $ 135 $ 176
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Discoutisned Esergy Oporstions (cont.)

CE Blecinic’s 1995 and 1996 operating results prior to the acquaition were not significant relative to
Level 3's resules after giving effect to cerain pro forma adjustments related to the scquisitions,
primarily increased amortization and interest cxpensc.

In 1993, Level 3 and CalEnergy formed a venture to develop power projects outside of the United

Sﬂxﬂ.&mlﬂlmh on the Mahanagdong, Casecnan and Dieng power
N;hnﬁmcﬂu:lﬁiMWFodxmﬂmﬁahqbﬂtdnnlhe
island of Casecnan projeck i a combined jon and 150 MW

tion Enluylaa.m:lnnlh:ulmdofl.mnmthc ilippines. Dieng Unit
I is 2 55 pn(m facility on the Indonesian island of Java. An additional five units are
ﬂpﬂ:dbhmmﬁuamduhlhu;ldumm.updhamﬂm;m
developed. [n June 1997, chd.’.nﬁ&lﬁmydﬂudaﬁbﬂmdtm credit facilicy o
finance the development and construction of the remaining Indonesian projec credit Belity
is collateralized by the Indonesian assers and is noarecourse to Levd 3.

Gene ally, costs associated with the development, financing and construction of the intemational
:;'L projects have been capitalized by each of the projects and will be amortized over the life of
project.

The following is summarized financial information for the internarional energy projects:

(dollars in millions) Mahanagdong  Casecnan Dieng Orher Total

1997
Current assets s 42 § 34 s 87 $ 67 $ 530
Other assess 252 148 240 171 811

Total assets 294 482 327 238 1.341
Current liabilities 11 12 88 61 172
Oxher liabilities 186 372 123 56 737

Total liabilities (wnch recourse

oaly to the projects) 197 384 211 117 909

Net amen $ % $§ 98 $ 116 § 121 $ 432
Level 3's share:

Equiry in net amers § 48 § 49 5 46 5 43 5 186




PETER IQEWTT SOMS’, INC. AND SUSSIDIARIES
Nerirs to Coxselidated Fimsncisl Sistoments
{3) Discontinsed Esergy Oporstions {coat.)

Financial Posicion

(dollars in millions) Mahanagdong

late 1995, a Level 3 and venture, CE Casecnan  Water and Energy Company, Inc.
("CE Casecnan”) dosed financing and commenced construcrion of a $495 million irrigation and
' yect located on the Philippine island of Luzon. Leve 3 and CalEnergy cach




WFS Spin-off

In Scprember 1995, dhe PKS Board of Directors approved 2 plan to make a rax-frec distribution of
its entire ownership interest in MFS to the Class D stockholders (the “Spin-off ™) effective on
Seprember 30, 1995. Shares were distributed on the basis of imarcly .348 shares of MFS
Common Stwock and ximately .130 shares of MFS Stock for each share of
outstanding Class D

The net investment in MFS distributed on  Seprember 30, 1995 was approximately $399 million.
Operating results of MFS through Scptember 30, 1995 are summarized as follows:

(dotlary in millicas) 1995

Revenue $ 412
Loss from operations (176)
Net loss (196)
Level 3% share of loss in MFS (131)

Included in the income tax benefit on the statement of eamings for the year ended December 30,
1995, is $93 million of tax benefits from the reversal of cermin deferred rax liabilities recognized on
gains from previous MFS stock transactions that were not taxed due to the Spin-ofE

Eaia en Sabeidlary's Stack Troesections, set

Seock iszuances by MFS for acquisitions and employee stock options, reduced Level 3's ownership
hM&S%&&hﬂhl%mﬂhﬂ%lﬂihaMﬁﬁj ized 2
i 53 mu in 1995 i increase in ¥'s proportionate equity.

Disclesares shout Fale Unley of Foascial lnstrements

The following methods and sssumptions were used to determine classification and fair values of
financial instruments:

Cosh ood Cmb Equivaleaty
Cash equivalents consizt of funds invested in the Kiewit Mutual Fund-Money Market
Fordait nd highy lauid

instruments purchased with 20 original maturity of three months or los.
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6] Dlaciosares sbout Fair Vaise of Financial insirements (coat.)
flarkeiable Secarities, Restricted Securities 2ad Mos-curren! Investmwnts

Level 3 bas classified all markerable secunties, restricted securities and markeable non-current
investmenss not accounted for under the equity method a3 available-for-sale. Restricred securities
ﬁ;i}yiadud:mmui.nmm' portfolios of the Kicwit Mutual Fund that are restriceed to
cerain reclamarion lisbilities of its coal mining ventures. Due to the anticipased increase in
capital expendirures, Level 3 has reclassified i investments in markerable equiry securities from
non-current o current in 1997, Mnmmdmnuft}ummumdmmmpumgumulmd
and realized gains and losses is determined by specific identification. Fair values are estimared based
on quoted market prices for the securitias on hand or for similar investments. Net unrealized
holding gai s and lotses ase reported as a separate component of sockholders’ equiry, net of ax.

At December 27, 1997 and December 28, 1996 the amomized cost, unrealized holding gains and
losses, and estumated fair values of marketable secunties, restricted securities and marketable

nom-current investments were as follows:
Unrealized Unrealized
. ized Hold: Holdi Eair
{dollars in millioas) Cosx Gains Lossey Valuc
1997.

K.l:-twﬁnd:

Short-term government

Tax exempe
Orher securitics

Rl St
Kiewn Muarual Fend:
Mmhd
Equity




FETER JOEVAT S0MS', INC. AND SUSSEMARYS
Hatas o Cavaoldated Flazacsd Sisiemests
(¢} Biscioenres shest Fair Valus of Fizsacial lestremeots (ceat)

Amorued
{dollars in millions) Cont
1996

Markeaable Securities:
Kiewit Mutual Fund:
Short-term government
Intermediate term boad
Tax exempe
wmwmyc‘rﬁm 47
«d morgage obligations -
Orher securities — 20
i363

fil
i
Er

“
L.
[
v
Lﬂ_aﬂuas

[l-....

ek, bk

Restricred Securic
KGewit Mutual Fund:

lor mediace term bond 1 8
Eq ay it

i 13
Non-current investments:

-
.

sl
il
L2

Orher securities consist of bonds issued by che Casecnan project and purchased by Leve 3.

For debx securitics, amortized costs do not vary significandy from principal amounts. Realized gai
and losses on sales of markerable and equity securities were $9 mullion and 3~ million in 1997, 33
million and §- million in 1996, and 31 million and $2 million in 1995.

At December 27, 1997, the contractual marurities of the debt securities are as follows:

10+ years .20 .20

Maturities for the mutual fund, equity securities and collateralized mortgage obligations have not
been presented as they do not have a single mazurity date.

Lozgtorm Dol

The fair value of debt was estimated using the incremental borrowing rates of Level 3 for debe of the
same remairing maturities. The fair value of the debe approximares che carrying amount.




PETER KIEWTT SONS', BIC. AMD SUBSIDIARIES
Netss ts Corsolldsted Flaanclal Stetements

7 levstmeats
Investments consist of the following at December 27, 1997 and December 28, 1996

{dollars in millions) 1997

Commonweslth Tdephone Enterprises Inc. $ 75
RCN Corpe.ation 214
Cable Michigan
Pavilion To
ity socuritics (Moee 6) 75
C- investmens:

Megacable S.A de CV. 74
Other 12

Other — 28
£.189

&Sq::nﬂ:rﬁ.l”?.c-mmmndduriubudd'&mhd the

planned
ing of C-TEC into three traded companies effective 30, 1997. Under
hwnumo C shareholders recerved stock in the ing companies:

* Commonwealth Telepbone Enterpriscs, Inc., containing the local telephone group and related

engincering ;
* Cable Michigan, Inc., containing the cable television operations in Michigan: and

* RCN Corporation, Inc., which consists of RCN Telecom Services; C-TECs existi systems
in the Boston-Washi D.C. corridor; and the investment in Megacable SA. de C.V., a cable
operator in Mexico. Telecom Services is a provider of local and long distance
wiepbone, video, and interner acoess services ided over hber optic networks w residential
customers in Boston, New York City and Washingron D.C.

As a resule of the restructuring, Level 3 owns less than 50% of the outstanding shares and voting
righes of each eatity, and thercfore accounts for cach entity using the equity method as of the

beginning of 1997. C-TEC: finandal ition, roults of operations and cash flows are
mhh!mnﬂlmmﬁmwm




7 tveshuests (comt)

The following is summarized financial information of the three entities created as rosult of the
C-TEC restrucruring:

Opcrations (dollars in millions) 1997 1996 1995
Commomwealth Telesbone Enderprizes

Revenye $ 186 $ 174
Met income available 1o common siockholders 3l

Level 3% share:

15
1

Goodwill amortization
Equity




5§ 718§ 5
303 266
34 N7

76 59
260 189

T3 248
i¥i@ 137 £301

$ 1885 33 31735189
— 37 _38 2 I3 | i |
.73 821 L6 ALY i1.214 £20

On December 27, 1997 the markex value of Level 35 investments in Commonwesich Telephone,
Cable Michigan and RCN was $215 million, $76 million and $485 million. respectively.

In February 1997, Leve! 3 puschased the Pavilion Towers office buildings in Asrora, Colarada for
112 million.

lzvestmenns in 1996 abso include C-TEC: 40% ownership of SA de CV., Mexico's

trepists fematt

Incangible amers consint of dhe following at December 27, 1997 and December 28, 1996
{dollary = mdlions) 1997

CPTC intangibles snd other

C-TEC:

Goodwill
Franchis: and subecriber bses
Ocher

Less accumulased amortization




PETER KIEWITT SONS’, INC. AND SUBSIDIARES
Hetns to Comsolbisted Finsnclal Statemosts
19 Long-Term Dokt
At December 27, 1997 and December 28, 1996, long-term debe was s follows:

{dollans in millions) 1297 1996

CPTC Loag-term Debx (with recourse oaly w CPTC):
Bank Noer
(7.7% duz 2008) $§ 65 5§ &5

[nsmunona) Noce
(9.45% duc 2017) 35 3

OCTA Debx
(9.0% duc 2006) 8

Subordinated Debe
(9.5% No Maruricy)

-,

Oxher:
Paribon Towers Debe (8.4% due 2007)

e

C-TEC Loagterm Debe (with recourse only w C-TEC):
Credic ~— National Bank for Cooperatives
{7.51% doc 2009)
Sen r Secured Notes
(3.65% duc 1999)

Term Credic — Morgan Guaranty Trust Company

(7% duec




PETER IGEWIT SONS', INC. AND SUBSIDIARICS
Hotte to Coasoldsted Flasmcial Statemonts
(9) Leag-Torm Debt fcont)
crre:

In August 1995, CPTC converted its construction financing note into a term note with a
consortium of banks (*Bank Debt”). The interest rate on the Bank Debr is based on LIBOR plus a
varying rate with interest payable quarterly. Upon :nmpimon of the SR91 roll road, CPTC entered

into an interest rate swap arrangement with the same parties. expires in January 2004 and
Fundv:mwmrnwmdankD:btfmm?.Zt%m??l% uring the term of the pwap
agreement.

The institutional note is with Connccticur General Life Insurance Company, a subsidiary of
CIGNA Corporation. The notc converted into a term loan upon completion nf SRBI toll road.

Substancially all the amers of CPTC and the partnens” equiry interest in CPTC secure the term debe.

Onnge County Transportation Authoriry holds $8 million of subordinared debt which is due in
varying amounts over 10 years. [nterest accrues at 9% and is payable quartedy beginning in 2000.

In July 1996, CPFTC boriowed from the partners $2 million to facilitaee the completion of the
maa.[nlm CPTC borrowed an additional $4 million from the partners in order o
equity maintenance provisions of the contracts with the Saate of California and its lenders.
debt is genenally subordinated ro all other debt of CPTC. Interest on the subordinared debe
compoiunds annually at 9.5% and is payable only as CPTC generates excess cash flows,

CPTC capitalized interest of $- million, $5 million and $7 million in 1997, 1996 and 1995.
Otber:

In June 1997, 2 mo with Metropolitan Life was established. The Pavilion Towers building in
Aurora, CO collateralizes this debt.

Scheduled maturities of debe through 2002 are as follows (in millions): 1998 — $3; 1999 —
S&M—SS;IOOI-&MH in 2002.




PETER KIEWTT SONS’, INC. AND SUBSIDIARIES
Kotes to Consolidated Financis] Statements
{10) Iscome Taxes

An analysis of the income tax benefit (provision) atribucable to camnings from continuing tions
before income taxes and minority interest for the three years ended December 27, 1997 ﬁﬂs

(dollars in millions) 1997 1296

Current:
U.S. federal $ (54
Foreign 5

State

i

(55)
Deferred:

U.S. federal 103

Foreign
State

The United Seates and forcign components of carnings from continuing operations for tx reporting
mh&ﬂtqmrylmmulzs (recorded ner of txx), minonty intcrest and income tazes

{dolly jn millions) 1997 1996 1995
United Seates 5 3 $ 106

Foreign e - |
31 L-IEI

187
......1
120
A reconciliztion of the actual income tax benefit (provision) and the tax compu 'PP‘Tﬂt
US. federal rae (35%) w the carnings from continuing operations bcfuu
(recorded net of tax), minority interest and income taxes l:h!thmyun

1997 ollows:

{dollars 10 millions) 1297 1396 1995

Compured tax at sestutory rate 5 (67)
State income taxes 4
Depletion 3 2
Goodwill amortization (2)
Tax exzmpt i 2

51
Cenpmn::puuuuﬂwnﬂ:mopnm -
MFS deferred tax - 93
Taxes on forcign operations {2) I
Ocher

I_ﬁi..ﬁli_n

During the three yeans ended December 27, 1997, the Company sextled 2 number of dispured tax
issucs relaved to prior pears that have been included in prior year nx




PETER NIEWIT SONS', INC. AND SUBSIDIARIES
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(10) Income Taxes {comt.)

Possible taxes, beyond those ided on remimances of undistributed carnings of foreign
subsidiaries, are not expected to be marerial.

The components of the net deferred rax liabilities for the years ended December 27, 1997 and
December 28, 1996 were as follows:

(dollars in millions) 1997 1996

Deferred tx liabilities:
Investmens in securides
[nvestisent in joint ventures
Asser bases - accumulated depreciation
Coal nles
Orther
Toral deferred rax lisbilities

Deferred tax assets:
i n—-rtc‘i.u:mntbcm:ﬁu

S

rovision for estima

Foreign and general business tax credits
Ahernative minimum tax credits
Other

Viluadon allowances

Total deferred rax assets
Net deferred tax liabilities

-
-
A e
S =~

“
L)
_L_ﬁ*_
] WA A WA e

25
8
7
3
9

|
E}éga aQabul

s

Stockbolders' Equity

is generally commirted to purchase all common stock in accondance with the Certificate of
Incorporation. lssuances and repurchases of common shares, including conversions, for the three
years ended December 27, 1997 were as follows:

Class Class
B&CSewock D Stock

Shares issued in 1995 1,021,875 530610
Shares repurchased in 1995 210,735
Class B&C shares converted to Class D shares 12,847,155
Shares issued in 1996 -
Shares repurchased in 1996 1,276,080
Class B&C shares converted to Class D shares 2052425
Shares issued in 199.7 e 13,113,015
hnpuduudn 14,805
Class B&C shares conver d to Class D sheees 6517.15

The 1996 activity includes 150,995 Clam D shases conwersing to 47,007 Class C shases. The 1957
activity inchudes 1,880 Class D shases cosrverting w0 510 Class C shases.




{12) Cisss D Steck Plan

In December 1997, stockholders approved amendments to the 1995 Class D Stock Plan (“the
Plan"). The amended plan, among other things, increases the number of shares reserved for issuance
upon the exercise of stock based awards to 35,000,000, increases the maximum number of options
granted to any one participant to 5,000,000, provides for the acceleration of vesting in the event of
a change in control, allows for the grane of stock based awards to directors of Level 3 and other
persons providing services to Level 3, and allows for the grant of nonqualified stock options with an
exercise price less than the fir market value of Class D

In December 1997, Level 3 converted both option and stock appreciation rights plans of a
subsidiary, o the Class D Stock plan. This conversion resuleed in d:e;:dmm of 3.7 m.i'llldion
oprions to purchase Class D Stock at $9 per share. Level 3 recognized an expense, a
corresponding increase in equity. as a resulr of the wransacdon. This increase in equity and the
conversion ol the stock appreciation righu liability to equity are reflected as option activity in the
Sarement of Changes in Stockholders’ Equiry. The options vest over three years and expire in
December 2002.

Level 3 has elected to adoprt only the required disclosure provisions and not the optional expense

ition provisions u SFAS No. 123 "Accounting for Stock Based Compensadon”, which

it ed a fir value based method of accounting for stock options and other equity instruments.

The fair value of the options oustanding was cal using the Black-Scholes method using risk-

free interest rates ranging from 5.5% to 6.77% and expected lives of 75% of the toral life of the

ion. Level 3 used an &x volatility rate of 09, which is allowed for private entities under

SFAS No. 123. Once 3's stock is listed, volatility factors will be incorporated in determining

fair value. Level 3's net income and carnings share for 1997 and 1996 would have been
rtducadmrthm!'wmmnnlbnﬂhdquSFﬂs No. 123 been applied.

1997 1996

Nex Income of Level 3
As Reported 93 $ 113
93 112

74 97
74 97

74 97
J4 96

The 1995 historical and pro forma amounts did not vary as the options granted in 1995 had not
vested.
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(12) Class D Stock Plen (ceat.)
Transactions involving stock options granted under the Plan are summarized as follows:

E‘ o Price Weighted Avg,
L8]
J § g
1,340,000 $8.08  $8.08

1,340,000 $8.08  $8.08
895,000 $9.90
(15.000) 8.08

2230000  $8.08- 5990  388]

7,495,465 $9.00 -$10.85
(53,000) 9.90 9.90

8.08- 9.90

7,344,000 38.08 -510.85

T B e

8.08

$ - 3

December 28, 1996 265,000 8.08 B.08
December 27, 1997 1,295,269 8.08 - 990 8.70

The weighted average remaining life for the 7,344,000 oprions outstanding on December 27, 1997
is .3 yan.

Imdusiry ead Geagraphic Dats

mmmnmm Fmﬂymlllm:npuuhl: information
o-utn:lnuumﬁuubkmupe:&w markersble securities.

Equity carnings is included due o the significane equity invesments in the selecommunications
In 1997, 1596 and 1595 Commonwealth Edison Company accounted for 43%, 23% and 23% of

Level 3's revenuses.

hduuy mhhhmmmymmmw




PETER NIEWTT SONS', INC. AND SUBSIDIARIES
Hotes to Consolidated Financisl Statoments
(13) Indwstry sod Coographic Data (cowt.}
A summary of the Company’s operations by industry and geographic region is as follows:

Discontinued

$ 2228 16 3
82

3 2345 93 - $§ 652
%4 (35) ’ 87
(7) . (9)
387 380 L170 3,066
2 17 . 117

12




Motes to Consalidsted Flnaacial Statements
{13] indusiry snd Geographic Data (coat )
Telecom-
hic Dara  Information munications Coal Discontinued
[{ % in millions) Services (C-TEC Endties) Mining  Other Operations Consalidared
1897
Revenue:
United Stares f % g - $ 22 § 16 § - $§ I
Orher - - - e - 5
$ 94 $ - $ 222 % 16 3§ - $ 332
Operating Exrnings
ired Lates $ (18 4 - S B2 %5 (3) % - § 4
Orher - - - - - -
$ (18 3 - $ B2 s (23§ - $§ 43
Identifiabie Asscts:
United Stares 3 5 § 336 $ 499 § 588 § 870 $ 2352
Oxher 2 = - = 425 427
i 61 £.236 3 400 3 083 3 123 12102
19968
Revenue:
United Saates s 42 § 367 $ 2M $ 9 - § 652
4 $.267 L. 24 ¢ 2 3 - §.83
i v e
i (3) s 5 945 (35 % - 5 8
Ocher - - - - - -
.0 £ £ . 3 O3 - L 8
United Stares $ 29 $ 1,100 $§ 387 %5 380 § 761 § 2,657
Oxher - - - - 409 409
22 £L100 £ 387 £ 380 3 LI70 £3.068
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(13) industry sad Goegraphic Dats (coat.)
Telecomn-

munications

$ 216 § 3

Orher

s 7 s 33 -

ldentifiable Assets:
United States
Other

$ 368 § 614

$ 614

: : 172
£ 368 3 G614 S 786

{14) Rslaiesd Perty Tramsactiens

Level 3 receives certain mine

for these services was $32 mullion for 1997, $37 million for 1996 and $30

t sexrvices from the Construction & Mining Group. The
m.ilfiul'ulm

and is recorded in general and sdministrative expenses. The revenue carned by the Construction and
Mining Group is included in discontinued operations.

Fair Yalno of Fisancial lnstraments

The carrying and estimated fair values of Level 3's financial instruments are as follows:

(dollars in millions)

1997

1996

Carrying
Amount

Fair  Canrying

Vi

Cash and cash equivalents (Note 6)

Markerable securitias (Note 6)

Restricred securities (Note 6)

Investment in equirty securities (Notes 6 & 7)
Investment in C-TEC encides (Note 7)
Investments in discontinued operations (Note 3)
Long-term debe (Notes 6 & 9)

5§ 87
678

22

335
643
140

s &
678

2
776
854
140

§ 147
n
17

75
355
608
77

Fair

3 47
in

17

75
315
960
384




PETER KIEWTT SONS’, INC. AND SUBSIDIARIES
Motes to Comoglidsted Finencial Stxtements

{16} C-TEC Resbrectering

The following is financial information of the Company had C-TEC been accounted for utilizing the
equity method as of December 27, 1997 and December 28, 1996 and for cach of the three yaars
ended December 27, 1997. The 1997 financial statements include C-TEC accounted for urilizing
the equity method and are presented here for comparative purposes oaly.

—Openations (dollary in millions) 1997 1996 1995
Revenue § 332 S 285 $ 255
Comt of Revenue —{175) —134) 1133
157 151 122
General and Administrative Expenses —{114) —[(95) —{114)
Operatir g Eamings 43 56 8
Onher (Expense) Income:
Equity eamings (losses), net (43) (13) 7
Investnient income, net 45 42 30
Interest expense, net (15) (5) 1))
Gain on subsidiary’s seock transactions, net - - 3
Orher, net == | | 120
(12) 35 159
Equity Los in MFS B . —{131)
Earnings from Continui :
before Imemﬁm.Enm 31 91 36
Income Tax Benefic 48 1 90
Minority Interest in Net Loss of Subsidiaries —_— — e e—
Income from Continuing Operations 83 104 126
Income from Discontinued Operations 165 —11z — 118
Net Eamings 248, .22 244




PETER IIEWIT SONS', INC. AND SUBSIDIARIES
lotes to Consolidated Flmancial Statemen's

(18] C-TEC Restructuring (coat.)

E ial Posicion (dollacs ia millicas) 1997
Assers
Current Assens:
Cash and cash equivalents 3 W
Markemable secunues 678
Restriceed securites 22
Receivables 42
Investment in Discontinued Operations — Energy 643
Onher L - |
Total Current Assets 1,494
Met Property, Plant and Equipment 184
Investmenty e 383
lavestmenss in Discontinued Operations — Coastruction 652
Inangible Assers, net 21
Oxher Assers — 15
$2.703
iz Mes and Steckbelders’ Eqully
Current Lisbilites:
Accounts s N
Current portion of long-term debx 3
reclamation and other mining costs 19
—h
Towl Current Lisbilities 89
Loag-term Debe, less current portion 137
Deferred Income Taxes 83
Accrued Redamation Costs 100
Oxher Liabilivies 139
Minoriry lnterest 1
Stockholders’ Equicy 2230




PETER MIEWTT SONS’, INC. AND SUBSIDIARIES
Heten to Cousolldated Finzmcial Statemests
{171 Pro Forus informstion (suandited).

The following information represents the pro forma financial position of Level 3, after reflecting the
impact of the ransmctions with CalEncrgy (Note 3), the conversion of Class C shares to Class D
shares (Note 19) and transactions r:hn:'?m the spin-off of the Construction and Mining Group
(Note 2), all of which took place or are expected tw happen in the first quarter of 1998.

1997 1997

{dollers in millions) Histoical __ Adjuscments  Pro Forma

Currer = Assers
Cash & marketable securities 5 765 5 1;2 {{;} 32,046
1,159 (b)
Invesument in discontinued operations — energy 643 (643) (b) -
Orher current assets ___86
Towal Current Assets 1,494 638

Property, Plant & Equipment, net 184

Investment in Discontinued Operations — Construction 652 (122) (a)
350 (c)
(880) (d)

Orcher Non-current assers 449 i

12772 L0449

$ 89 $ 192 (b)

324 (b)

350 {2
L —(880) (d)
12272 F IITY

(2) Reflect convemion of 2.3 million Class C shares to 10.5 million Class D shares.
(B) Reflect sale of encrgy assets to CalEnergy and relared income tax liabilicy.
(c}ﬂnﬂmﬁrﬁurinm&e&mi&uﬁmdt&&nﬂmﬂmmdhﬁuing&wp.

(d) Reflect spin-off o Construction and Mining Group.




(18) Othor Matters

In connection with the sale of approximately 10 million Class D shares 1o employees in 1997, the
Company has rerined the right o purchase the relevant Class D shares ar the then current Chs
D Stock price if the Transaction is definitively abandoned by formal action of the PKS Board or the
employees voluntarily terminate their employment on various dates prior to January 1, 1999.

In May 1995, the bwsui nded Whitney Benefins, Inc. and Peter Kiewit Sons’ Co. v. The United
Seaves was sertled. In 1983, plaineiffs alleged thar the enactment of the Surface Mining Control and
Rﬂchm:iﬂﬂﬂnufﬂ??hﬁdprmrd:hcmhia;ufdﬁir%ming}nﬂd it and constituted

a government taking without just compensation. In serdement of all plainciffs agreed to deed
&ﬁ@&ﬁumhmﬂhm:aﬁmwﬂﬁﬁﬁmmﬂiﬁmo{
which Peter Kiewit Sons' Ca., a Level 3 subsidiary, received approximately $135 million in June
1995 and recorded it in other income on the statements of earnings.

The Company is involved in various other lawsuis, daims and regulatory proceedings incidental o
its business. Management believes that any resulring liability, b:rmd that provided, should not
materially affect the Company's financial position, furure resules of operations or future cash flows.

Level 3 leases various buildings and equipment under both operating and capital leases. Minimum
rental payments on buildings and equipment subject to uwﬂk operating leases during the
necxt 7 yean aggregate $29 million.

It is customary in Level 3's industrics o use various financial instrument in the normal coutse of

business. These instrumenws include items such as leters of credit. Lewters of credit are

ondiﬁnndmmhnrmiﬂndmhhﬂfnflnd}inmmﬁ:hlpiﬁd terms and

;nﬁdiingn.bofDumh 27, 1997, Level 3 had ousmanding letters of credit of approximarely
ﬂﬂ!lﬂﬂ.

Sabsaquent Eveats

In Jan 1998, approximately 2.3 million shares of Class C Stock, with a redemption value of
$122 million, were converted into 10.5 million shares of Class D Scock.

In March 1998, PKS announced that its Class D Stock will begin adna:; d | on the Nasdag
National Market under the symbol “LVLT™. The Nasdaq listing will separation of the
Level 3 and the Construction of PKS, which is to be on March 31, 1998. In
connection with the ion, PKS’ consuuction idiary will be renamed "Peter Kiewit Sons',
Inc.” and PKS Class D stock will become the common stock of Level 3 Communications, Inc.

PK! certificate of incorpocation gives scockholders the right o their Class C Stock for Class
D Stock under a sex conversion formula. Thar right will be elimi as a result of the
scparation of Leve 3 and the Construction Group. To replace thar convenion right, Clas C
sockholders received 6.5 million shares of a new Clas R sock in January, 1998, which is
convertible into Class D Stock in accordance with rerms ratified by stockholden in December 1997.




PETER MIEWIT SONS', INC. AND SUBSIDIARIES
Motes to Comsolidsted Flmancial Statements

{19) Scbsequent Evemts (cosmt.)

The PKS Board of Directors has approved in principle a plan to force convenion of all shares of
Class R stock outstanding. Due to cerain provisions of the Class R stock, conversion will not be
forced prior to May 1998, and the final decision to force conversion would be made by Level 3's
Board of Direcvors ar that time. Level 3's Board may choose not 1o force conversion if it were to
decide that conversion is not in the best interests of Level 3 stockholders. If. as currently
anticipated, Level 3's Board determines to force conversion of the Class R stock on or before June
30, 1998, cerain adjustments will be made to the cost sharing and risk allocation provisions of the
scparation agreement berween Level 3 and the Construction business.

If Level 3's Board of Dircctors determines to force conversion of the Class R stock, each share of
Class R stock will be convertible into §25 worth of Level 3 (Class D) common stock, based upon the
average trading price of the Level 3 common stock on the Nasdaq National Market for the lam
fifteen 1'!!{"311 ays of the month prior to the determination by the Boand of Directors 1o force
conversion. When the spin-off occurs, Level 3 will increase paid in capital and reduce reqained
eamings by the fair valuc of the Class R shares.




SECURITIES AND EXCHANGE COMMISSION
Washingzon, D.C. 20549

Indicase by chock mark whether dhe 1) has filed all ports required w be filed by Section 13 or
i uuh“_—.ﬂ.

3 {
_I&m&nuﬁu&mﬂjhﬂeﬁ;ﬂ ing the ( ~uch shorter period char
“ﬁmﬂﬂu Ei&.lurﬂrﬂu‘a-ﬁfi“?]

?qﬂln&*&&n > s stock ("Common Seock”) hdd by nocaffiliates s of March
15, 1998 was ME[!.LIH. of the registrant’s common .-ock on the NASDAQ OTC
Bedlerin Board on thar daee.

As of March 15, 1998, 146,943,752 shares of the Commore. Seock were ountanding.




This Form 10-K/A amends the Form 10-K filed by Peter Kiewit Sons’, Inc. {the "Company”) on

31, 1998, s amended by a Form 10-K/A Amendment No. | to Form 10-K filed by the on

23, 1998. Thaleﬂ»lUAubnngﬁkdmldrmmfarthdtwfnrmmﬂrqw:dby Part I1f (Teems
. 12 and 13) of Form 10-K, because a definitive proxy statcment containing such information will not

be filed within 120 ﬁp:ﬁtﬁtﬁﬂdﬁcﬁdyﬂ:mﬂdh&u%ﬁnf onpndFurmlD—l\.ﬁhng,
This Form 10-K/A amends Pare [l of the sonpm.l Form 10-K filing only, and all other portions of

Company's oniginal 10-K filing remain in

On March 31, 1998, the Company exchanged for all of ics then outstanding Class C Stock for all of
capital stock of a subsidiary (the Cowumonidmdﬂy']huldu!dnmckof&wucﬁmm
Group Inc. (KCG"), the construction subsidiary of the Company (the " Split-Off"). In connection with the
the Company was renamed “Level 3 Communications, Inc.” and the Construction Subsidiary

rensmed “Peter Kiewit Sons', Inc.” (In this Form 10-K/A, the Construction Subsidiary is referred to as

ITHERS 10, MOANASTREENT
Diractors pnd Exscative Offcers

Set forth below is information as of April 27, 1998 about each director and executive officer of the
Company, including his business experience during the past five years.

66
48
47
37

Walser Scotz, Jr. has been the Chairman of the Board of the Company since Seprember 1979, and a
direcror of the Company since April 1964. Mr. Scott has been Chairman Emeritus of New PKS since the
DEM: Scott is 2leo a director of Berlshire Hathaway Inc., Bmhpuﬂmmlm.mmy&npmy

Cﬂﬁ') ConAgra, Inc. Commonwealth T:m Enterprises Inc. ("Commonwealth
Tdr-pitlt'l. Carporation ("RCN7), ULS. Bancorp and Industrics, Inc.

Jrmes Q. Crowe has been the President and Chief Executive Officer of the since

1997, and a direcror of the Company since June 1993. Mr. Crowe was President Chief
Executive Officer of MFS Communications , Inc. ("MFS") from June 1993 to June 1997. M.
Crowe also served as Chairman of the Board of Inc. ("WorldCom") from January 1997 undl
July 1997, and as Chairman of the Board of MFS from 1992 through 1996. Mr. Crowe is presently a
director of Commonwealth Telephone, RCN and InaCom Communications, Inc.




R. Douglas Beadber y has been Executive Vice President and Chief Financial Officer of the Company
smcr August 1997 and a direcror of the Company since March 1998. Mr. Bradbury served a3 Chief Financial
Officer of MFS from 1992 w0 1996, Senior Vier President of MFS from 1992 w 1995, and Executive Viee
President of MFS from 1995 o 1996,

Kevia J. O'Hara has been Esecutive Vice President of the Company since August 1997, and Chief
Operating Officer of the since March 1998, Prior to that, Mr. O'Hara served a3 Prosident and Chidf
Executive Officer of MFS Nerwork Services, Ine. from 1995 to 1997, and as Senior Vice President of
MFS and President of MFS Devclopment. Inc. from October 1992 to August 1995. From 1990 to 1992, he
was a Vice President of MFS Telecom, Inc. CMFS Tdecom®).

Terrence J. Forpusoa has been Senior Viee Prosident, General Counsd and of the

since August 1997, Pror to that he was a Senior Viee President of MFS from 1992

w 1997, General Counsel from January 1992 w February 1997 and Secretary from Nowvember
1997.

1991w

Robert B. Daugherty has been 2 direczor of the Company since January 1986. Mr. Daugherty has
been a Dirccror of Valmont Industries, Inc. for more than the past five years, and formerly was Chairman of
the Board and Chief E secutive Offacer of Valmont Industnies, Inc.

Willizmn L. Grewoock has been a direcror of the Company siner January 1968, Prior to the Sple-Off,
M. Gerweoock was Vice Chairman of the Company for more than five yan.

Charles M. has been a director of the snce January 1986. Mr. was
Chairmuan of the Board of RJR Nabisco Holdings Corp. ("RJR Nabisco™) from May 1993 w May 1996 and
Clsief Executive Officer of RJR Nabisco from May 1993 w December 1995. Prior to char, Mr. Harper was
Chairmon of the Board and Chicf Exccutive Officer of ConAgra, Inc. Mr. Harper i cursendy 3 disector of
ConAgns. Inc.. E.L DuPont de Nemours and Company, Norwest Corporatior and Valmont Industrics, Inc.

Rickard R. Jasos has boen a direcror of the Company since June 1993 and served 22 Presidens of the

from 1996 w 1997, Mr. Jaros served as Exccutive Viee President of the from 1993 ©

1997 and Chicf Fimancial Officer of the Company from 1995 o 1997. He also scrved 23 President and Chief

m%{;’m& 1992 w0 1993, and is presendy a director of CalEnergy, Commonrwealth
an ' RCN.

Robert E. Julisn has been a direcror of the Company since March 31, 1998, Mr. Julian has also been
Chasrman of the Board of PKSIS since 1995. From 1992 vo 1995 Mr. Julian served as Executive Vice President
and Chaef Financial Officer of the Company.

Darvid C. McCour has been a direcror of the Company since March 31, 1998. Mr. McCourt has also
scrved 28 Chairman and Chicf Executive Offiocr of Commonwealth T Cable Michigan, Inc. and
RCN since Ocmrober 1997. From 1993 © 1997 Mr. McCourt served as Chai of the Board and Chief
Executive Officer of C-TEC Corporation. Mr. McCourt i 2lso a direcsor of Mearcom, Inc.

Keanesh E. Scason has been 3 dircctor of the Company since January 1987, Mr. Sanson has been
Charman of die Board and Chicf Exccutive Officer of Niew PKS since the Split-Off. Prior to the Splic-Off,

M. Stmson was Exccutive Vice President of the for more than the last five years. Mr. Scinson is also
a dirccror of ConAgra, Inc. and Valmont Industnics, [nc.

Michael B. Yanaey has been a direcror of the since March 31, 1998. He has served
= Chairman of the Board, President and Chief Executive of America First Companies L.L.C. for

more than the lax five years. Mr. Yanncy is abso a director of Burlington Northern Santa Fe Corporarion,
RCN, Forest Oil Corporstion and Mid-America Apartment Communities, Inc.




TEM 1. Compeasstion
1997 Crecelive Officor sod Divechir Compenastion
The able below shows the annual compensation of the chief executive officer and the next four most

i compensaed executive officers of the Company for the 1997 fiscal year (the “Named Executive
")

Annual Compensation

Other Annual
Com; i

Year Salary ($) Bonus ($) (%)

1997 872,551 2,000,000 191,109
1996 715,000 2,000,000 276,400
1995 630,000 1,250,000 157.800

1997 476,669 1,500,000
199 402,500 900,000
351,300 600,000

Rickard Geary 1997 185,919 770,000
Ezecutive Vice 1996 270,750 600,000
Preside 1 of KCG 1995 252.800 525,000

George B. Toll, Je® 1997 257,705 650,000
Executive Vice 1996 231,250 500,000
President of KCG 1995 201,250 400,000

Allan K. Kirkwood 1997 221,250 360,000
Senior Vice President of 1996 192,350 310,000
Kiewit Pacific, a KOG 1995 166,150 240,000
subsidiary

(n Other Annual Compensation means perquisites and other personal benefits received by each
of the Named Exscutive Officess, if over $50,000. The oaly reportable amounts are the non-
business use of Company sircraft artributable to M. Scote. Aircraft usage vahues are calculaced

mofﬁwmmmmmsﬂummam?ﬁhm
Pﬁmdimhzmuﬁuihwmhm-mhm&&m the Company,
bu i no longer the Chief Executive Officer of the Company. Richard R. Jaros, who resigned as an Executive
Vice President of the Company effective July 31, 1997, received a salary of $458,574 and a bonus of $262,350
Company by the Company during d:pi.rﬂmiw : of g
ing 1997, wese pai i 1997 of $144,129,
$102,564, $82,051 and $52.019 respectively, and no other rporuble compensation, during 1997. Each such
executive officer was cmployed by the Company for only part of fiscal year 1997.

ing 1997, each of the directors of the Company who were not employed by the Company during
lﬂ?mn;imv:nimh jisting of an annual reciner of $30,000 (pro-rated in the case of Mr. Crowe,
who was the Company for part of 1997) and fees of $1,200 per board meeting and $1,500 for
the annual 's meeting.
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Comrpeazstion Committes lateriocks and Imsider Participation

Prior to the Splic-Off, the Compensation Comminee of the Company consisted of Messrs.
Daugherty and Harper and Mr. Peter Kiewit, Jr., nonc of whom is an officer or employee of PKS. Each of
Meurs. Daugherry, Harper and Kiewit purchased Common Stock from PKS in 1997. See “Cerain
Relationships and Relaced Transactions.”

After the Split-Off. the Compensation Committee of the Company consists of Messrs. Yanney,
McCourt and Jaros, none of whom is an officer or ]

Cheng in Cosirel Arrecgeemely

The Companys 1995 Seock Plan (the "Pln”) provides chas a change i
Company (= defined in dae Plan), (i) all swards Mhm‘z:nmmd':-dy
Commumtee may canced any awards i

the value of such awands to the
Hmmuaﬂpu&ipmhﬂxl’hn.

ITEM 12, SECURITY OWHERSNEP OF CERTAIN BEMNERICIAL OWNERS AND WANAGERMENT

Sco, .
, Crowe
R. Louglas Bradbury
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9,111,875

person sct forth abowe other than Mr. Sturm is /o the Company, 3555 Farnam
Sereer, Omaha, Nebraska 68131,




Includes 49,850 shares of Common Stock held by the Suzanne Scont Imevocable Trust as to which
Mr. Scott shares voting and investment powers, and 30,769 shares of Common Stock 1o be owned
by Mr. Scort as a result of the conversion of the 80,000 shares of Class R Stock owned currendy by
Mr. Scort, assuming a Conversion Value (as defined in the Level 3 Cemificate of Incorporation) of
£25 and a stock price of $65 per share.

Includes 23,000 shares of Common Stock held by Kevin J. O'Hara Family LTD Parnership.

Includes 577.320 shares of Common Stock held by Grewcock Family Limited Partnership. Includes
175,615 shares of Common Stock held by the Bill & Berniece Grewcock Foundation as ro which
Mr. Grewcock shares voting and investment powers, and « J0 shares of Common Stock 1o be owned
by Mr. Grewcock as a result of the conversion of the 1,638 shares of Class R Stock owned currendy
by Mr. Grewcock, assuming a Conversion Value of $25 and a stock price of $65 per share.

Includes 185,000 shares of Common Stock held by the Jaros Family Limited Pa.rmenhlp Includes
1,000,000 shares of Common Stock subject 10 options granted to Mr. Jaros. See “Cerain
Relationships and Related Tranmcrions.”

Mr. Sourm s business address is 3033 East First Avenue, Denver, Colorado 80206. Based on the
Catﬁylmdluofﬁcbruuyza 1998, Mr. Sturm owns 7,805,155 shares of Common Stock,

votng and investment power with respect tw 1,306,720 shares held by truss and
parmerships established for family memben.

ITERM 13. CERTAB TRAMSACTIONS AMD RELATIONSHIPS

In connection with his retention a3 Chief Executive Officer of the Company, Mr. Crowe entered into
an t (the * t") with the y. Under the t
. s oo il T D, Coes Vi, Bestir i 2 S
pﬁmo‘ﬁ&ﬁﬁ.

Agreement,

Group, LL.C,, -mmpnyhmdtn&vdopmmrm&u

ownen' cah investment in that com 1.1thompmymld

5,000,000 shares of Common Stock to Mr. QMMIJSDOOOMHCNMSMMMI

in each case ar $10.85 per share. The Engagement Agmtzhurmﬂtdttmthe(:mpu

make available for sale, from time to time prior to the consummation of the Split-Off, 1o cerrain em of

drlepnnrdc?um:lbyMrCmmd Me. O'Hana and Mr. Ferguson. in connection with the
implerne ‘aton of the current business plan of the Company ("Employess™), up tw an aggregate of

5,250,000 shares of Common Stock at $10.85 per share.

The Company entered into agreements wi
y may repurchase any Common Stock sold to the Business Plan Employee if the Businas Plan
resigns at any time before January 1, 1999,

On August 5, 1997, the Company purchased a jet aircraft from a
Er$$?uﬂm.lhcpmpdhydrmpmyﬁr:hc::m&m]mlm !"
have eneered inro an aircraft lease, under which Mr. Cmcmybgdﬁeum&hpumdm
at rates specified by cerain Aviaton Administration regulations. The
Mr. Crowe will lease approximarely 15% of the zircraft’s annual flight time, and

MmmWﬂﬂ&mtbﬁm

ymmnimmal:pnmmnapm:m:hﬂr.jﬂu,:d;mﬁf:h: ¥
:E‘ of Mr. Jaros as President of Kiewit Divenified Group Iac, ‘?ﬂmﬂnwﬂr
dernqnnr c&'u:m}u.lyil 1997. Under the separation agreement, the Company Me. Jaros $1.8
million on July 31, and agreed to pay Mr. Jaros the balance of his 1997 salary ($187.500) berween August 1
and December 31, 1997 and s payment of $262,350 when the Company made its customary
mmbmmpaymumlﬂl The Company also agreed to amend the option agreements with Mr.
]mmtbmpnuw:bcopuumtnpmdm:?iﬂ.@shrunmeSncﬁuﬂﬂpﬂﬁu:gmﬂml




Mr. Jaros in 199 Smdthnpﬁnnswi::h.cmmm:uf@nm&ukuS?Npuduﬂ
to Mr. Jarcs in 1996, 1o provide « ns would . fully vested on July 31, 1997, and
Mhmﬁd&lmtmdm&m-yﬂtmﬁhmpﬂml‘mm

l.lDa::llbﬂ’l‘Hﬁ.th?l agreed to sell 50,000 shares of Common Seock to Mr. Harper,
50,000 shares of Common Stock ] Mlﬂm:lwuaf&mnn&ndmur:(:mm

each case ar $9.90 per share, Mmkpﬂ“mmmmdmmtﬁ?

Ia Ocuober 1997, the Company sold 50,000 shares of Common Stock o Mt. Yanney and 50,000
shares of Common Scock o Mr. McCour, in cach case ar $10.85 per share.

The loaned George B. Toll, jr. $800,000 during 1994 in connection with the
uflluuhmt expenses. The full principal amount of his demand note to the

o-.l-ﬁ . Toll was a director and axecutive officer of the Com I
:!u:!ph-(ﬂbuu-n 4&mmmnﬁmdh0ﬂmﬂ; i




Pursuant to the requirements of Section 13 or 15(d) of the Sccurities Exchange Act of 1934, the
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized,
on the 27* day of April, 1998.

LEVEL 3 COMMUNICATIONS, INC.
By: /s/ James Q. Crowe
James Q. Crowe

President

Pursuant to the requirements of the Securiies Exchange At of 1934, dhis
by the following persons on behalf of the registrant and in the capacities indicaeed

Chai £ the Boarsd and Prosid
(Direcror and Principal Executive Officer)

Chicf Financial Off
{Director and Principal Financial Officer)

Conuolicr
(Prinapal Accounting Officesr)

Robert B. Daugherty, Director
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended September 30, 1998

or

i1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15{(d)
OF THE SECURITIES EXCHANGE ACT OF 1834
For the transition penod to

Commission file number 0-15858

LEVEL 3 COMMUNICATIONS, INC.
(Exnct nama of regrstrant as specified in 4s charer)

Indicate by check mark whether the registrant (1) has fled all reports required i be fled by
Section 13 cr 15(d) of the Securities Exchange Act of 1834 during the preceding 12 months (or for such
shorier period that the registrant was required to fle such reports{s)), and (2) has been subject to such
filing requirernants for the past 00 days. Yea X No

The number of shares outstanding of each class of the issuer's common stock, as of November 1, 1998:
Common Stock 307,122 673 shares




Mem 1. Financial Statements:

Consoidated Condensed Statermnents of Operabons
Consolidated Condensed Balance Sheets

Consolidaied Condensed Statements of Cash Flows
Consolidaied Statement of Changes in Siockhoiders’ Equity
Notss b Comsobdasted Condensed Financial Statements

hem 2. Management's Discussion and Analysis of Financal Condition
and Rezults of Operations

Ren 2. Changes in Securithes
Rem 4. Suomission of Maflers i 3 Vote of Security Holders

tam 6. Exhibils and Reports on Form 8-K
Segnatures




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

{dollars in milions, excepl share data)

Revenus
Costs and Expenses:
wmﬂm

Genernl and administrative expenses
Wiite-off of in process research & development
Total costs and expenses

Eamings (Loss) from Operations

Other Income (Expensa):
Iinterest incoma
Iinterest expense, nat
Other, net, principally equity iosses of
unconsolidated entites
Total other incoma (expense)

Eamings (Loss) Bafore Income Taxes and
Discontinued

Operations
Income Tax (Provision) Benefit
Eamings (Loss) from Continuing Operations
Discontinued Operations:

Gain on splt-off of construction operations
Gain on dis osition of energy business,
net of income tax expense of $174
Energy, net of incoma tax benefit of $26 and $19
Construction, net of income tax expense of $21 and $58
Eamings (loss) from discontinued operations
Net Eamings (Loss) £ (45

Earnings (Loss) Per Share:
Continuing Operations:
Basic
Diluted
Discontinued Enargy Operations:
Basic
Diuted
Net Eamings (Loss):
Basic
Diksted
Net Eamings (Loas), excluding gain on
spiit-off of construction operations:
Basic
Diluted




See accompanying notes to consolidated condensed financial statements.
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets
(unaudited)

L]
N
131

£ ﬂs
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See accompanying notes o conscidated condensed financial statements.




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

(unaudited)
September 30, Decamber 27,

(dolars in malons, except share data) 1998 1997
Liabdibes and Stockholders’ Equity

Accounts payable $ 128 s M

Current portion of long-term debt 6 3

Accrued reclamation and other mining costs 18 19

Accrued interest BO 2

Defermed income taxes (<] 15

Income laxes payable 6 5

Other 37 19
Total Current Liabdities n g9
Long-Term Dabt, less curment portion 2,140 137
De'emed Income Taxes 92 83
Accruad Reclamation Costs 96 100
Other Liabiities 157 140
Stockholders’ Equity.

Prefered stock, no par value, authorized 10,000,000 shares;
no shares cutstanding in 1998 and 1997
Common Stock, $.01 par valus in 1998 and $.0825 par value in 1997:
Commoen Stock (Class D in 1887), authorized 500,000,000 shares;
307,187 326 shares outstanding in 1998 and
271,034,280 outstanding in 1997
Cia s B, no shares outstanding in 1997 -
Ciass C, 10,132,243 outstanding in 1997 1

L]
[}

w
[=-]

Addisonal paid-in capital 736 427
Accumulated other comprehensive income (loss) 5 (5)
Retared eamings 1,354 1,799
Total Stockholders’ Equity 2,008 2.230
ulm szim

See accompanying notes to consolidated condensed financial statements.




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

{dollars in millions)

Cash fiows from continuing operations:
Net cash (used in) provided by continuing operations

Proceeds from sale of property, plant and equipment and other investments

Capital expenditures
Het cash used in investing activities

Cash fiows from financing activities:
Payments on long-term debt including curment portion
Issuance of long-term debt, net
lssuances of common stock
P:mmmumwu

Dividends paid
mammmummm

; energy
MNet cash provided by (used in) discontinued operations
Cﬂlﬂmwd(}ﬁc.ﬂhmﬂ1m?

MNat change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Non-Cash investing activities:
Issuance of siock for acquisitions:
XCOM Technologiss, inc. 154

GecNel Communications, Inc. 19
Othar 10

The activilies of the Construction & Mining Group have been removed from the Consolidated Condensed
Statements of Cash Flows.

Ses accompanying notes to consclidatad condensed financial stataments.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES




LEVEL 3 COMMUNICATIONS, INC. AND S' BSIDIARIES
Notes to Consolidated Condensed Financilal Statements
1. Basiz of Presentation

The consolidated condensed balance sheet of Level 3 Communications, Inc. and subsadianes (TLevel 3™
or the “Company”). at December 27, 1897 has been condensed from the Company's audited balance
sheet as of that date. All other financial stalements contained herein are unaudited and, in the opimon of
management, contan all adjustiments (consssting only of normal recumng accruals) necessary for a fanr
presentation of financial posibon, results of operations and cash flows for the periods presented. The
Company's accounting policies and certain other disclosures are set forth in the notes to the consobdated
financial statements contained in the Company’s Annual Report on Form 10-K. as amended. for the year
ended December 27, 1957 These financial statements should be read in conjunction with the Company's
audted consolidaled financial statements and noles thereto. The preparation of the consoldated
condensed financial statements in conformity with generally accepted accounting pnnciples requires
management o make estmates and assumptions that affect the reported amount of assets and kabiities,
disclosure of contingent assets and liabilities and the reported amount of revenue and expenses during
the reported penod. Actual results could differ from thesa estimates.

In 1897, the Company agreed to sell its energy assets to CalEnergy Company, Inc. ("CalEnergy”) and to
separate the construction operations ("Construction & Mining Group™) from the Company. On January 2,
1968, the Company completed the sale of its energy assets to CalEnergy. On March 31, 1988, the
Company completed the split-off of the Constructon & Mining Group 1o stockholders that held Class C
Stock The efore, the assels and labiibes and results of operations of both businesses have been

Mnmmhmdmm

The Company is currently constructing its communications network. Costs associated directly with the
uncompleted network and interest expense incurred dunng construction are capitalized. As segments of
the network become operational, the assets will be depreciated over their usaful lives.

The Company is currently developing business support systems. The extemal direct costs of software,
matenals and services, payroll and payroll related expenses for employees directly associ™*ad with tha
project, and interest costs incumed when developing the business support systems are capitalized. Upon
completion of the project, the total cost of the business support systems will be amortized over its useful
e

The capdalized business support systems and network construction costs incurred 1o date of $384 million,
have been classified as assets under construchon within Property, Plant & Equipment in the
accompanying consolidated condensed balancs sheel

The resufts of operations for the three and nine months ended September 30, 1998, are not necessanly
indicative of the results to be expected for the full year.

On May 1, 1998, the Company’'s Board of Directors changed Level 3's fiscal year end from the last
Saturday in December t0 a calendar year end. The additional five days in the 1998 fiscal year will be
reflacted in the Company’s Form 10-K for the period ended Decemnber 31, 1908,

Whare appropriade, items within the consobdated condensed financial statements have been reclassified
from the previous penods 1o conform o cument penod presentation,
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‘Notss to Consolidated Condensed Financlal Statements

2 Reorganization - Discontinued Construction Operations

On March 31, 1998, a separation of tha Company’s Construction & Mining Group and Diversified Group
was completad through the splt-off of the Construction and Mining Group (the “Split-oif™)

The Company recognzed a gain of 5508 milion equal to the difference between the carrying vaive of the
Construction & Mining Group and its far value in accordance with the Financial Accounting Standards
Board Emerging issues Tax Force Issue 554, No taxes were provided on this gain due to the tax-free
nature of the Spiil-off. The Company then reflected the fair vaive of the Construction & Mining Group as a
distnibution 1o the Class C stockhoiders.

in connection with the Spiit-off, Level 3 and the Construction & Mining Group enlered inlo various
agreements including a Separabon Agreemenl, a Tax Shanng Agreement and an amended Mine
Management Agreement.

The Separaton Agresment, as amended, provides for the allocation of certain risks and responsibiites
babween Level 3 and the Construction & Mining Group and for cross-indemnifications that are intended 1o
aliocate financial responsibility o the Construction & Mining Group for lkabilities arising out of the
consfruction business and to allocate to Level 3 financial nesponsibiity for kabilites arising out of the non-
not neadily allocable to either the construchon businesses or the non-construction businesses.

Under the Tax Sharing Agreement, with respect o periods, or portions thereof, ending on or balore the
Spiit-off, Level 3 and the Construction & Mining Group generally will be responsibla for paying the taxes
relating lo such retums, including any subsequent adjustments resulting from the redetermination of such
tax kabiibes by the appicable tong authonties, that are allocable to the non-construction businesses and
consiruction businesses, respeciively. The Tax Sharing Agreement also provides that Level 3 and the
Construction & Mining Group will indemnily the other from certain taxes and expenses that would be
assessad if the ' Hiit-off were determined to be taable, but solely to the extent that such determination
asrose ot of the breach by Level 3 or the Construction & Mining Group, respactively, of certain
representations made to the Intemal Revenus Service in connection with the private letter ruling issued
with respect to tha Spit-off. If the Spit-off were determined to be tmable for any other reason, thase
ties would be aliocated equally to Level 3 and the Construction & Mining Group. Finally, under certain
crcusmstances, Level 3 would make certein hquidated damage payments to the Ccnstruction & Mining
Group if the Split-off was determined o be taxable, in order lo indirectly compensate Class C
stocicholders for taxes assessed upon them in that event.

In connection with the Spit-off, the Mine Management Agreement, pursuant 1o which tha Construction &
Mining Group provides mine management and related services to Level 3's coal mining operations, was
amended o prowvide the Construction & Mining Group with a right of offer in the event that Level 3 were o
delenmine o sall any or all of s coal mining properties. Under the right of offer, Level 3 would be
required o offer io sell those properties to the Construction & Mining Group. If the Construction & Mining
Group were 10 decline i0 purchase the properties at thal price, Level 3 would be *ea (0 sall them 0 a third
party for an amount grester than or equal o that price. I Level 3 wers to sell the propertes Io a third
party, thus tsrminating the Mine Management Agreement, it would be required to pay the Construction &
Mining Group an amount equal fo the discounted present value of the Mine Managemant Agreement,
deterrminad, if nacessary, by an appraisal process.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Motes to Consolidated Condensed Financial Statsments
2. Reorganization - Discontinued Construction Operations (cont)

Following the Spiit-off, the Company’s common stock began trading on The Nasdaq National Market on
Apri 1, 1998, under the symbol "LVLT". In connection with the Spiit-off, the construction business was
renamed “Peter Kiewit Sons', Inc.” and the Class D Stock became the common stock of Level 3
Communications, Inc. ("Common Stock”™). Accordingly, the saparate financial staternents of Peter Kiewt
Sons', Inc. should be cbtained to review the financial position of the Construction & Mining Group as of
December 27, 1997 and the results of operations for the three and nine months ended September 30,
1997,

The Company's certificate of incorporation gave stockholders the nght to exchange their Class C Stock for
Class D Stock under a set conversion formula.  That nght was eliminated as a result of the Split-off. To
replace thal conversion nght, Class C slockholders recerved 65 milion shares of a new Class R
Convertible Stock ("Class R Stock”) in January 1998, which was convertible into Level 3 Common Stock
in accordance with terms ratified by stockhoiders in December 1997, The Company reflected in the equity
accounts the exchange of the conversion night and issuance of the Class R Stock at its fair value of $92
muion at the date of the Spit-olf

On May 1, 1996, the Board of Direclors of Level 3 Communications, Inc. determined to force conversion
of all shares of the Company’s Ciass R Stock into common stock of the Company, effective May 15, 1998,
The Class R Stock was converted into Level 3 Common Stock in accordance with the formula set forth in
the Certificate of incorporation of the Company. The formula provided for a conversion ratio equal to $25,
divided by the average of the midpoints between the high and low saies prices for Level 3 Common Stock
on each of the fifteen trading days during the period beginning April 9 and ending April 30. The average
for that penod was $32.14, adjusied for the slock dividend issued August 10, 1998. Accordingly. each

holder of Class R Siock received . 7778 of a share of Level 3 Common Stock for each share of Class R
Stock heid. In total 6.5 milion shares of Class R Stock were converted inte 5.1 million shares of Cormmon
Swiock.  The value of the Class R Stock at the tme of the forced conversion was $25 times the 6.5 million
shares outstanding, or $164 million. The Company recognized the additional $72 million of vaiue upon
conversion of the Clzss R Siock 0 Common Stock. As a resull of the forced conversion, cartain
adjustments were made to the cost sharing and risk allocation provisions of the Separation Agreement
and Tax Sharing Agreement between tha Company and Peter Kiewit Sons’, Inc. which reduced the costs
and risks allocated to the Company.

The Company has embarked on a plan to become a facilities-based provider (thal is, a provider that owns
or leases a substantial portion of the plant, property and equipment necessary to provide its services) of a
broad range of integrated communications services. To reach this goal, the Company plans lo expand
substantially the business of ts PKS Information Senvices, Inc. subsidiary and to create, through a
combmnabon of consiruction, purchase and lessing of facilities and other assets, an intemational, end-to-
end, facktes-based communications network (the “Business Plan”). The Company is designing the
network based on internst Protocol (TIP7) technoiogy in order lo leverage the efficiencies of this
chnology o provide lower cost communications sarvices.

3. Discontinued Ensrgy Operations

On January 2, 1988, the Company compieted the sale of its energy assels to CalEnergy. Level 3
recognized an after-tax gain on the disposition of $324 mllion and the after-tax procseds of approximately
$967 milion from the transaction are being used to fund in part the Business Plan. Results of operations
for the period through January 2, 1998, were not considered significant and the gain on disposition was
caiculated using the carrying amount of the energy assets as of Decemnber 27, 1997,
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4. Eamings Per Share

Bumwmmmmmmmhmdmnmdmwmgm
penod Diuted eamings per share have been computed by including stock options considered to ba
potentaily ddulrve common shares,

The Company had a loss from continuing operations for the three and nine month periods ended
September 30, 1988, therefore, no potential common shares related to Company stock options have been
Mnmmmmuudmmpummmmumwm“um
anti-diutive. For the periods ending Seplember 30, 1997, potentiaily dilutive stock options are calculated
hmﬁmﬂhmﬂmﬁﬁﬂmmmm;mdﬂm
are used ko repurchase common stock at the average markel value. The number of shares remaining
affer the proceeds are exhausted represent the potentially ditutive effect of the options.

The following detasds the eamings (l0ss) per share calculations for Level 3 Common Stock:
Three Months Ended  Nine Months Ended

Septermber 30, September 30,
1998 1987 1988 1887

Eamings (loss) from continuing operations (in millions) § (4% § 6 § (18) § 3

Eamings (loss) from discontinued energy operations - (50) 932 (37)
Net eamings (loss) S (45) 5 (44) S TE5 § (3}

Total number of shares used to computa dilutive
eamings per share

Contrung operatans.
Basic eamings (loss) per share
Diutad eamings (loss) per share

Dscontnued energy operations:
Basic samings (ioss) per share
Diuted eamings (loss) per share
Net camings (loas)
Bllﬁcm(hn}wm
Diuted eamngs (J2ss) per share
Kat samings (loss) exciuding gain on spiit-off of
CoNStruction operations:

Basic samings (loss) per share
Diksted eamings (loss) per share
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4. Eamings Per Share (cont)

The Company had 19,680,144 oplions outstanding that were not included in the computation of dituted
eamings per share becaus# 10 do 50 would have been anti-dilutive for the threa and nine month periods

ended September 30, 1998

Efective August 10, 1998, and December 26, 1897, the Company issued dividends of one share and four
shares of Level 3 Common Stock (previously Class D Stock) for each share of Level 3 Common Stock
outstanding. Al share information and per share data have been restated to reflect these stock dividends.

£ Acguisitionn

On April 23, 1998, the Company acquired XCOM Techologies, Inc. ("XCOM™), a privately held company
That has developed technology which the Company believes will provide certain key components
mhrh Company 1o develop an interface between its IP-based network and the public

network.  The Company issued approximately 5.3 million restricted shares of Level 3
mmnuumwmmwmma%&anmu
all the stocl  cptions and wamants of XCOM.

The Company accounted for this transaction, valued at '$154 million, as a purchase. Of the total purchasa
prics, $115 milion was atiributable to in-process research and development, and was taken as a
nondeductible charge to eamings in the second quartar of 1898. The purchase price exceeded the fair

valuo of the nel assels scquired by $30 million which was recognized as goodwill and is being amortized
ower five years.

On September 30, 1998, Level 3 acquired GeoNet Communications, Inc. ("GeoNet"), a regional Internet
service provider located in Northern Calfornia.  The Company issued approxdmately 0.8 million shares
and cplions in exchange for GeoNel's capital stock, which based on Level 3's closing price on September
30, valued the iransaction at approximateldy $10 milion. Goodwill of $20 million was recognized from this
Earsacton and will be amortired over five yeara.

XCOif's and GeoNel's 1897 and 1998 opersting results prior o the acquisitions were not significant
ralstive 10 the Company’s results.

For the Company's acquisiions, the excess purchase prica over the fair market valua of the underlying
assels was allocaied 0 goodwill, other intangibla assats and property based upon preiminary estimates
of fair vaiue. The Company does not belisve that the final purchase price allocation will vary significantly
from the prefiminary purchass price allocation.

& inveatments

In September 1887, C-TEC Corporution ("C-TEC™) announced that its Board of Directors had approved
e pianned restruciiring of C-TEC info three publicly traded companies effective September 30, 1997.
Undor the lerms of the restructuring C-TEC stockholdens received stock in the foliowing companies:

Commonwesith Telephone Enterprizses, inc., containing the local telephone group and reletsd enginesring




Cable Michigan, Inc. containing the cable television operabon, and
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statsments
6. Investments {cont.)

RCN Corporation, Inc. which consists of RCN Telecom Services, C-TEC, existing cable systems in the

D.C. comdor, and the investment in Megacable SA de CV.,, a cable operator in
Mexico RCN Telecom Services is a provider of packaged local and long distance telephone, video and
niemet access senvices provided over fiber optic networks to residental customers.

As a resull of the restructunng. Level 3 owns less than 50% of each of the outstanding shares and vobing
nghts of each entity, and thenefore accounts for each entity using the equity mathod.

On June 4, 1968, Cable Michigan anncunced that its Board of Dweciors had reached a definitive
agreement 1o sell the company 10 Avalon Cable for $40.50 per share in a cash-for-stock transaction
Level 3 recerved approcamately $129 mion when the transachon closed on November 6, 1998 and
expects D recognize a pre-tax gaan of approximately $80 milkon in the fourth quarter.

On September 25, 1998, Commonwealth Telephone Enterprises, Inc. ("CTCO") announced that it was
commencing a nights offering of 3.7 milion shares of its common stock. Under the lerms of the offering,
sach stoc.holder receved one right for every five shares of CTCO Common Stock or CTCO Class B
Common Stock held. Tha rights enabled the holder to purchase CTCO Common Stock at a subscription
price of $21.25 per share. Each nght also camied the night 1o oversubscribo at the subscription price for
the offered shares not purchased pursuant to the initial exercise of nghts.

Leval 3, which cwned approximately 48% of CTCO pror lo the nghts offering, exercised its 1.8 milion
nights & recesved with respect to the shares € heid.  Messrs. Walter Scolt, Jr., James Q. Crowe and David
C. McCourt, m2 ibers of the Board of Diractors of both Level 3 and CTCO, agreed 1o oversubscriba for all
the other shaves offered for sale in the nghis offering. The commitments of Messrs. Scoit, Crowe,
McCourt and ofher stockholders, resulted in Level J mauntaning its 48% ownership interest in CTCO after
the nghts offenng
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6. Invesimenis (cont)

The foliowing i summartred financial information of the three en_les created as a result of the C-TEC
for he three and nine months ended September 30, 1998 and 1997, and as of September
30. 1958 and Decemnber 31, 1997 (in milons):

Three Months Ended Nine Months Ended
September 30, September 30,
Operaions 1998 1897 [ ] 1987

Reverue $ 145
18

9
D
$ 8
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notss to Consolidated Condensed Financial Statements

8. Comprohemive income

In the frst quarter of 1998, the Company adopied SFAS No. 130, "Reporting Comprahensive Income”™.
The standard requwres the display and reporting of comprehensive income which includes all changes in
stockholders’ equity with the exception of additional investments by stockhoiders or distributions o
siockhoiders. Comprehensive income for the Company includes net eamings (loss), unrealized gains
(lossas) on securities and foreign currency transiation adjustments, which are charged or credited to the

Comprehensive income (ioss) for the three and nine months ended Seplermnber 30, 1998 and 1997 was as
follows (in milons):
Three Months Ended  Nine Months Ended

September 30, Seplember 30,
1998 1987 1998 1967
et eamings (loss) $ (45) $ (10) $ 785 $ 8
Ciher comprehensive ncome (loss) bedore tax

Forsign currency ransiaton adustments, - (1 1 - @

Urrealized hokiing gains (losses) arising during period (4) 1 (2)] M
Reclassification adjustment for (gains) losses

includad in net eamings - - (8) -

Other comprahsnsive income (loss), before tax (4) 13 (8) (®)
Income (&x benefit (provision) related to tems of

other comprehensive income (loss) 1 (5) 3 2

Other comprehensive income (loss) net of taxes (3) __ B 3 (]

Compreshensive income (loss) 3 ’4!} $ 3 s 74

10. New Accounting Pronouncemants

In 1897, the Financial Accourting Standards Board issued SFAS No, 131, “Disclosures about Segments
of an Enterprise and Relsted Information”, ("SFAS No. 1317), which changes the wary public companies
report informatl n about segments. SFAS MNo.131, which is based on the management approach o
segment report. 4 includes requirements to report selected segment information quartarly, and entity wide
disciosures about products and services, major customens, and geographic data. This stalement is
sffective for financial statements for periods beginning after December 15, 1997. The Company will
rafiect the adoption of SFAS No. 131 in ks December 31, 1098 financial statements,

On March 4, 1898, the Accounting Standards Executive Commitiee (AcSEC) issued Statement of Posiion
§8-1, “Accounting for the Costs of Computer Software Developed or Obtained for internal Use™ ("SOP 98-
1. The eflective dats of this pronouncement is for fiscal years beginning after December 15, 1998,
mﬂuﬂnhwﬁmﬂh%hmﬂqhmmmw
wilh 88-1 in 1898
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10. New Accounting Pronouncements (contL.)

On Apnl 3, 1998, the ACSEC mssued Statement of Position 58-5, "Reporting on the Costs of Start-Up
Actrvibes™, ("SOP 98-57), wihich provides gusdance on the financal reporting of start-up and organzabon
costs It requares costs of star-up actvities and organization costs 10 be expensed as incurred.  SOP 98-
5 = eflectve for financial statements for fiscal years beginmng after December 15, 1998. The Company is
required o reflect the iniial appbcabon of SOP 98-5 as the cumulative effect of a change in accounting
principle, as described in Accounting Principles Board Opinson No. 20, "Accounting Changes™. As a result
of the cumuiative effect of a change in accounting treatment, the Company expects o record a charge o
eamings n the first quarter of 1999 for any unamortized start-up of organzabon costs 23 of the bagnning
of 1999

On Juna 15, 1998, the FASE issued Statement of Financial Accounting Standards No. 133, "Accounting
for Denvative Instruments and Hedging Activities™ ("SFAS No. 133") SFAS No 133 is effective for fiscal
years beginning after June 15, 1999 (January 1, 2000 for the Company) SFAS No. 133 requires that ai
dervabive instruments ba recorded on the balance sheet at the far value. Changes in the far value of
dervatives are recorded each period in current eamings or other comprehensive income, depending on
whether a denvative is designaied as part of a hedge ransaction and, f & s, the type of hedge
ransaction The Company does not currently utiize derivatve insiruments. therefore the adoption of
SFAS No '3 s nol expecied 1o have a signdficant effect on the Company’s results of operations or s
financal po.don

11. Business Developments

On March 23, 1098, the Company and Fronber Communicabons International, inc. (Fronber”) entered
nio an agreement (Fronber Agreement(”) enabling the Company 10 lease approximately 8,300 mies of
OC-12 network capacity on Fronber's new 13,000 mee SONET fiber optic, IP-capable network, curmently
under construction for a period of up D five years. The leased network will initially connect 15 of the
larger clies zoross the Unded States.  While requining an aggregate munamum payment of $165 milion
over s fiveyoar term, the Fronber Agreement does nol impose monthly minimum consumpbon
requerements on the Company, allowng the Company to order, aller or lermengte circuits as it deems
approprate.  The Company recognized costs in the third quarter of 1998 as portions of the network
became operational

On Apri 2, 1998, the Company announced i had reached a definiive agreement with Union Pacific
Rairoad Company ("Umon Paciic™) granting the Comnpany nghts-of-way along Union Pacific’s rad routes
for constnucton of the Company’s North American intercty network.  The Company expects that the Union
Paciic agreerment will satisfy substantally all of #s anticipated nght-of-way requirements wes! of the
Msssspe: Rver and approamaiely 50% of the nght-of-way requsrements for s North Amencan nlercity
networ.  The agreement provides for nitial fxed payments of up 0 $3 milion o Union Padfic upon
exscution of the agreement and throughout the consiruction perniod, recuming payments in the form of
cash, communicaions capacily, and other communications services based on the number of condusts that
ae opersbongl and certan construction obligations of the Company W provide fiber or condud
connections for Uneon Pacific at the Company’s incremental cost of consirnuction.
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11. Business Developments (cont.)

On June 21, 1998, the Company signed a master easement agreement with Burlington Northemn and
Sante Fe Radway Company ("BNSF7). The agreement grants Level 3 nght-of-way access to BNSF rail
routes in as many as 28 states, over which to budd its network.  Under the easement agreement, Level 3
will make annual payments to BNSF and provide commumications capacity to BNSF for its internal
requirements. The amount of the annual payments is dependent upon the number of conduits instalied,
the number of conduits with fiber, and the number of miles of conduit instalied along BNSF's route.

On June 18, 1998, Level 3 seiected Peter Kiewit Sons’, Inc. ("Kiewit') 15 buid its 15,000 mile intercity
commumications network.  The overall cost of the project s estimated at $2 bidlion. Construction of the
network began in the third quarter of 1998 and is expected to be completed during the first quarter of
2001. Mmmmmwummmmmmwﬂmwm
project level costs. In addition, Kiewit will have the opportunity to eam an award fee that will be based on
cost and speed of cons¥ruction, quality, safety and program management The award fee will be
determaned by Level 3's assessment of Kiewil's performance in each of these areas.

Gm July 20, 1988, Level 3 entered into a network construction cost-sharing agreement with INTERNEXT,
LLC, a subsidiary of NEXTLINK Communicaions, Inc. valued al $700 miion. The agreement calis for
INTERNEXT to acquire the nght to use 24 fibers and certain associated facilities instafied along the entire
rouiz of Le.el 3's 15,000 mde intercily fiber optic network in the United States. INTERNEXT will pay Level
3 as segments of the intercity network are completed which will reduce the overall cost of the network to
the Comparny.

The network as provided to INTERNEXT will not include the necessary electronics that aliow the fiber to
camy communications ransmissions.  INTERNEXT will be resincted from sefling or leasing fiber to
unaffilated companies for the next four years. Also, under the terms of the agreement, INTERNEXT has
the nght to an ¢ iditional condust for its exclusive use and to share costs and capacity in certain future
fiber cable instalations in Level 3 conduits.

On August 3, 1994, Level 3 and a group of 32 other global telecommunications companies entered into an
agreament lo construct an undersea cabie system connecting Japan and the United States by mid-year
2000. The parties to this agreement are investing in excess of $1 bdlion to build ™e network, of which
Level 3 i expectad to contribute approximately $130 million. In addition, each party will have joint
responsibiity for network oversight, maintenance and administration.

On Oclober 14, Level 3 announced that it had signed an agreement with Global Crossing Lid. for trans-
oceanic capacity on Global Crossing's fiber oplic cable network. The agreement, covering 25 years and
valued at approamately $100 million, will provide Level 3 with as-needed dedicated capacity across the
Atiantic Ocean. Level 3 will have the option of utiizing capacity on other sagments of Gicbal Crossing's
woridwide natwork.
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12 Other Matters

Prior o the Spiit-off, as of January 1 of each yeer, holders of Class C Stock had the right to convert Class
C Siock into Class D Stock, subject Io certain condiions. In January 1998, holders of Class C Stock
converted 2 3 milion shares, with @ redemption value of $122 milon, into 21 milion shares of Level 3
Common Stock (formerly Class D Stock).

mw:mmmmmnwmwnam
mmumm“uwmwmmﬂan
materially affect the Company's financial position, future results of operations of future cash flows.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in comjunchon with the Company's consolxdated condensed
financial stiatements {including the notes thereto), included elsewhere herein

This document contans forward looking statements and information thal are based on the bebefs of
management as well as assumpbons made by and informabion currently available to the Company. When
used in this document, the words “anbcipate”, “believe”, "estimate” and "expect” and similar expressions,
as they relate to the Company or s management, are intended to identify forward-iooiung statements
Such statements reflect the cumment views ol the Company with respect o future events anc are subject lo
certain nsks, uncertaintes and assumptions. Should one or more of these nsks or uncertainbes
materialze, or should underlying assumptions prove incommect, actual resuits may vary matenally from
those described in this document For a more detaded descripbon of these nsks and factors, please see
the Company's addibonal filings with the Secunties and Exchange Commission

Racent Developments
Spdit-off

in October 1996, the Board of Directors of the Company (the “Bosrd™) directed management of the
Company o pursue a ksting of the Company's Class D Diversified Group Convertible Exchangeable
Common Stock, par value $.0825 per share (the “Class D Stock”), as a way o address certain ssues
created by the Comparny's then two-class capital stock structure and the need 1o attract and retain the
best management for the Company's businesses. During the coursa of its examnation of tha
consequences of a ksting of the Class D Stock, management concluded that a ksting of the Class D Stock
would nol adequalely address these ssues, and insiead began 'o study a separabon of the consirucbon
operabons ("Construction Group”®) from the other businesses of the Company (the "Dwersified Group”),
thereby formeng two ndependent companies. Al the regular meeting of the Board on July 23, 1997,
management submtied 1o the Board for considerabon a proposal for separabon of the Construchon Group
and the Dwersified Group through a spiit-off of the Construction Group (the "Spiit-off). Al a special
meesting on August 14, 1997, the Board approved the Split-off.

The separato of the Constructon Group and the Diversified Group was contingent upon a number of
conditions, incluchng the favorable ratficabon by a majority of the holders of both the Company's Class C
Construchon & Mining Group Restricted Redeemable Convertible Exchangeable Common Stock, par
value 3 0625 per share (the “Class C Stock”), and the Class D Stock, and the receipt by Company of an
Intermnal Revenue Senice nuing or other assurance acceptable to the Board that the separabon would be
tax-free o US stockholders. On Decamber 8, 1997, the hoiders of Class C Stock and Class D Stock
approved the Split-off and on March 5, 1998, the Company received a favorable private letter ruling from
the Intemal Revenue Service. The Spiit-off occurred on March 31, 1698, In connection with the Split-off,
(i) the Company exchanged each outstanding share of Class C Stock for one share of Common Stock of
PKS Holdings, inc. ("New PKS"), the company formed o hoid the Construction Group, to which eght-
tenths of a share of the Company's Class R Convertible Common Stock, par value $.01 per shame (the
“Cizss R Stock”), was attached, (§) New PKS was renamed "Peter IGewat Sons’, Inc..” (i) the Company
was renamed “Level 3 Communicabons, Inc.” and (iv) Class D Siock was designated as common siock,
per value $ 01 per share ("Common Stock”). As a result of the Spiit-off, the Company no longer owns any
mnierest in New PKS or the Construction Group. Accordingly, the separase fnancal statements and
management's dscuszon and analyss of financal condibion and results of operations of Peler Koewt
Soms’, Inc. should be obtaned o review the financal position of the Construchon Group as of December
27, 1997, and the results of cperabons for the three and nine months ended September 30, 1597,




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIIARIES
bianagement’s Distussion and Analysis of Financial Cond  'on snd Results of Operstions
Recent Dovelopments (cont)

Spit-off (cont)

On March 31, 1908, as a result of the Spit-off. the Company recognized, within discontinued operstions, a
gain of 5508 milion equal 1o the differenca between the camying value of the Construction Group and its
fair value in accondance with Financial Accounting Standards Board Emerging lssues Task Force Issue
954, No taces were provided on this gan due o the tax-free nature of the Spiit-off. Also on March 31,
1998, the Company refiecied the fair value of the Construction Group 2s a distribution 1o the Class C
siockholders.

Conversion of Class R Stock

On May 9, 1598, the Bowrd of the Company determined to force conversion of ofl shares of the
Company’s Class R Stock into Common Stock of the Company, effective May 15, 1968, The Class R
Stock was converted into e Company's Common Stock in accordanca with the formuia set forth in the
Company’s Certiicate of incorporstion. The formata provided for a conversion ratio equal to $25, divided
by the average of the midpoints betwesn the high and low sales prices for the Compeny’s Common Stock
a1 each of he filtsen Irading days curing the penod beginning April 9 and ending Aprl 30, 1998. The
sverage for that period wes $32.14, adjusted for the stock dividend issued August 10, 1998. Accordingly,
each holder of Class R Stock received .7778 of a share of Common Stock for each sham of Class R
Stock hek' In iotal, the 8.5 millon shares of Class R Stock were converted into 5.1 million shares of

Common Stock on May 15, 1968, As 8 result of the forced conversion, certain adjustments were made o
hmﬂﬂﬂ#mmthWMTnmm
between the Company and Peter Kiewil Sons’, Inc. which reduced the costs and risks allocated to tha

Company.

Conversion of Class C Stock in January 1998

Prior to the Spiil-off, as of January 1 of each yesr, holders of Class C Stock had the right to convert Class
C Siock info Class D Stock, subject io certain condiions. In January 1998, holders of Class C Stock
comerted 2.3 milion shares, with 2 redemplion value of $122 milion, into 21 milion shares of Level 3
Commeon Stock (Tormesty Class D Stock).

CaiEnorgy Transaction
in January 1988, the Compeny and CalEnergy Company, Inc. (‘CalEnergy”) ciosed the sale of the

Company’s energy asests io Cai€nergy (the “CalEnergy Transaction”). The Company received proceeds
dmn.ﬁmmmmﬁwwumthmwmd1m.
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Management's Dis¢ussion and Analysis of Financial Condition and Results of Operations

Recent Developments (cont)
Stock Options

Subsequent to the Spit-off, the Company adopted the recognibon provisions of Statement of Financial
Accounting Standards No. 123, “Accounting for Stock Based Compensation” ("SFAS No. 1237) when it
adopted an outperform stock option program (“0S0") Under SFAS No 123, the fair value of an opbon
(ummmmmdmmnmmmmmdmnmmm
the vesting penod of the option. The recognrtion provisions of SFAS No. 123 are applied prospectively
upon adopbon Mnmmmmmmﬁeﬂmﬂmmmﬂum
of adopbon and are not applied o awards granted in previous years unless thoss awards are modified of
settied m cash after adoption of the recognibon provisions.

The 0OS0 program was designed by the Company so that its stockhoiders recene a market retum on their
Evesiment before OSO holiders receive any retumn on thesr options. The Company belisves that the 0SO
program aligns direclly managemant's and stockholders’ interests by basing stock option value on the
wsmummmmﬂmnmumwamrsm
500 index mnmmmmmmwmmmmnwa
Common Stock price outperforms  the S&P 500 Index. When the stock price gain is greater than the
coffesponding gam on the SEP 500 Index, the value received for options under the OSO pian is based on
a formula involving a multipher related to the level by which the Level 3 Common Stock cutperforms the
S&P 500 Index. To the extent that the Level 3 Common Stock ocutperforms the S&P 500, the value of
OS0s to an option holder may exceed the value of non-qualified stock opbons.

The Company bekeves that the fair value method of accounting more appropriately reflects the substance
of the transaction between an entty that issues stock options, or other stock-based instruments, and its
me;mmmmmmmdmumwm
mﬁn:mmmuwmﬂmnmuwmmm
SENVICES. mmmmmmmmmwmmmmm
should be recornzed in financial statements because nonrecognition imphies that either the instruments
have no value x that they are free to employees and consultants, neither of which is an accurate
refiection of the substance of the tansaction. Although the recognition of the vaiue of the nstruments
resulls in compensaton and professional expenses in an entity's financial statements, the expense differs
mmmmm@muhmmmmumumhm.u
rather, generally, through ssuance of common stock.

The Company beleves that the adoption of SFAS No. 123 will resull n material non-cash charges to
operations in 1998 and thereafler. The amount of the non-cash charge will be dependent upon a number
of factors, including the number of options granted and the fair valua of each option estimated at the tme
of its grant The expense recognized for options granted to empioyees and consultants for senvices
mhmm-ﬂr&-mmmm,1m.mhzmwmm.
respactively. In addition to the expense recognized, the Company capitalized 32 million of non-cash
compensation costs for employees direclly involved in the construction of the IP network and the
development of the business support systems.
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Esnagoment’s Discussion and Analysis of Financial Condition and Results of Operstions
Recent Developments (cont.)

Froatler Agreernont

On March 23, 1858, the Company and Frontier Communications International, Inc. ("Frontier”) entersd
indo an agreement ("Fronber Agreement”) enabling the Company 1o lease approximately 8,300 mies of
OC-12 network capacity on Frontier's new 13,000 mile SONET fiber optic. IP-capabie network, curmently
under consiruction for @ period of up to five years. The leased network wil initially connect 15 of the
lerger cities across the United States. While requiring an aggregate minimum payment of $165 milion
over ils five-year term, the Frontier Agreement does nol mpose monthly minimum consumption
requirements on the Company, afiowing the Company 1o order, alter or terminate circuits as it deemns
appropriste.  The Company recognized costs in the thind quaner of 1998 as portions of the network
became oparational.

Union Pecific Rights-of-Way

On April 2, 1988, e Company announced it had reached a definitive agreement with Union Pacific
Redroad Company (the "Union Pacific Agreement”) granting the Company the use of approximately 7,800
milas of nghts-of-way along Union Pacific’s ral routes for construction of the Company's North American
intercity networik.  The Company expects that the Union Pacific Agreement will satisfy substantially all of
its eniicipalr 4 right-of-way requiremnents west of the Mississippi River and approximately 50% of the right-
ofway requiremants for its North American inlercily networlc. The agreemnent provides for initial fixed
payments of up o 38 milion lo Union Pacific upon axscution of the agresmant and throughout the
consirucion period, recuming payments in the form of cash, communications capacity, and other
communicaions services based on the number of conduits that are operational and cerain construction
obiigations of the Company 0 provide fiber or conduft connections for Union Pactfic at the Company's
incremental cost of construction,

XCOM Technologies, nc. Acquisition

On April 23, 1998, the Company acquired XCOM Technologies, inc. ("XCOM"), s privately held company
that has developed technology which the Company believes will provide certain key components
necessary for the Company to develop an interface between its IP-based network and the public switched
telephone network. The Company issued approximately 5.3 milion shares of Level 3 Common Stock
and 0.8 milion options and warrants to purchase Leved 3 Common Siock in exchange for all the stock,
options and warrants of XCOM.

The Company accounted for this transaction, valued at $154 milion, as a purchase. Of the total purchase
price, $115 milion was aftributsble to inprocess research and development, and was taken as a
nondeductible charge fo eamings in the second quarter. The purchase price excesded the fair value of
the net assets acquired by $30 milion which was recognized as goodwill and is being amortized over five
yoars.
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Managsment’s Discussion and Analysis of Financial Condition and Results of Operations
Recsnt Developments (cont)
T anlor Notss
On April 28, 1998, the Company received $1.84 bilion of procesds from an offering of $2 billion aggregate
principal amount 9.125% Senior Notes Due 2008 (the “Senior Notes™). The Senior Notes are senior,
unsecurad obligations of the Company, ranking pan passu with all existing and future senior unsecured
indebisdness of the Company. The Senior Noles contan certain covenants, which among thers, Emt
consolidated debt, dividend payments and transactions with affiiates The Company is using the net
proceads of the Senior Notes in connection with the implemeantation of its Business Plan.

Burfingion Northamn Saree Fe Righta-of-Way
On June 23, 1898, the Company signed a master sasement agreement with Buriinglon Northem and

Sanie Fe Rairoad Company ("BNSF™). The agreement grants Level 3 right-of-way access 1o BNSF ral
rouiss in 23 many a3 28 states over which 1o buid s network.  Under the essement agreement, Level 3

the number of conduits with fiber, and the number of mees of condult installed along BNSF's route.

Motwork Construction Contract

On June 17, 1998, Loval J selecied Petor Kiewit Sons’, Inc. (TKiewil™) to buid its 15,000 mile intercly
communications neteor.  The overall cost of the project is estimated at 52 biion. Construction of the
network began in he third quarter of 1998 and is expected 10 be completed during the first quaner of

2001. The contract provides that iGewit be reimbursed for its costs relating 1o all direct and indirect
project level costs. In addition, Kiewil will have the opportunily 1o eam an award fee that will be based on
cost and speed of construction, quality, salely and program management The sward fee will be
determined by Level 7's assessment of IGewil's performance in each of these arsas.

INTERMEXT Ag. sement

On July 20, 1998, Level 3 entered inl0 @ network construction cost-sharing agreement with INTERNEXT,
LLC, & subsidiary of NEXTLINK Communications, Inc. valued st $700 milion. The agresment cals for
INTERMNEXT to acquire the right 10 use 24 fibers and certain associated faciiies inst-led aiong the entre
route of Level '3 15,000 mile intarclly fiber optic network in the United States. INTERNEXT will pay Leved
3 23 segments of the intercity network are compieted which will reduce the overall cost of the network o
e Company.

The network &3 provided 1o INTERNEXT will not includie the necessary sisctonics that allow the fiber Io
caTy comsmumcaions ransmissions. INTERNEXT wil be resiriciec from sefing or lessing fiber o
unafiifisied companies for the next four years. Also, under tha terms of the agreement, INTERNEXT has
the right 1o an additional condult for s exciusive use and lo share costs and capacity in certain future
fiber cable inataliastions in Level 3 condulls.
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Management’'s Discussion and Analysis of Financial Condition and Results of Operations
Receat Developments (cont)
GeoNet Communications, inc. Acquisition

On Seplember 30, 1998, Level 3 acquired GeoNet Communications, Inc. ("GeoMet"), a regional Internet
service provider locsted ;n Northern Calfornia.  The Company ssued approamately 06 milon shares
and options in exchange for GeoNel's capital stock, which basad on Level J's closing price on September
30, valuad the transaction at approxsmately $19 milion. Goodwll of $20 milion was recognized from this
transacton and will be amortized over five years.

Jepan-U3S Cable Metwork

On August 3, 1998, Level 3 and a group of 32 other giobal telecommunications companies entared infto an
agresmant io construct an undersea cabie sysiem connecling Japan and the United States by mad-year
2000. Tha parties i this agreement are nvesting in excess of 31 bilion o buld the network, of which
Level 3 is expecied to contribute approximately 5130 milion. The Company anticipates investing
approximately 325 miion in this project in the fourth quarter.  in addtion, each party will have joint
responsibiity for network oversighl, manienance and adminisiration -

Commomersalth Telophone Enterprises, inc.

On September 25, 1998, Commonweaith Telephone Enterprises, Inc. ("CTCO") anncunced that it was
commencing a rights offering of 3.7 million shares of its common stock. Under the terms of the offering,
each sir kholder received ona right for every five shares of CTCO Common Siock or CTCO Class B
Common Stock heid. The rights enabled the holder o purchase CTCO Common Stock at a subscripbon

price of $21.25 per share. Each right also camed the right 1o oversubscriba at the subscription price for
the offered shares not purchased pursuant to the indsal exercrse of rights.

Level 3, which owned approximately 48% of CTCO prior to the rights offering, agreed o exercise 1.8
million nghts it received with respect o the shares it hald. Messrs. Walter Scolt, Jr., James Q. Crowe,
and David C. McCourt, members of the Board of Directors of both Level 3 and CTCO, agreed 1o
oversubscribe for all the other shares offered for sale in the rights offering. The commitments of Messrs.
Scott, Crowe, McCourt and other stockholders, resulted in Level 3 maintaining its 48% ownership interest
in CTCO zfter the rights offering.

Global Crossing Agresmant

On October 14, Level 3 announced that £ had signed an agreement with Global Crossing Lid for trans-
cceanic capacity on Global's fiber oplic cable network.  The agreement, covering 25 years and valusd ot
approcdrnately 3100 million, will provide Level 3 with as-needed dedicaled capacity across the ASantic
Ocsan. Lavel 3 aiso will have the option of utiizing capacity on other segments of Global Crossing's
woridwido nabwork.
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Resukts of Operations

in tate 1997, the Company announced a plan to increase substantially its informabon services business
and 1o expand the range of services d offers by building an advanced, nternabonal, faciibes-based
commumicabons network based on IP technology. Since the Business Plan represents a significant
expansion of the Company’s communicatons and information services business, the Company does not
bekeve that the Company's financial condition and results of operations for pnor penods will serve as a
meaningful indcation of the Company's future financial condibon or results of operabons. The Company
expects D incur substantial net operating losses for the foreseeable future, and there can be no
assurance that the Comparny will be able to achweve or sustain operating profitabelity n the *uture.

Third Quartsr 1998 va. Third Quarter 1997
Ravenues for the quarters ended Seplember 30, is summarzed as foll ws (in mebons):
A998 1897

Communications and Information Services $ 7 $
Coal Mirung 64
Other __5

$ 108 $ B8

Communcations and Information Services revenue consists of computer outsourcing revenue of $15
millsor., systems integration revenue of $14 milkon and $8 millicn of communicabons revenue from XCOM,
subsequent 0 s acquistion in Apnl, 1988, XCOM's revenue & denved primarly from reciprocal
compensation fees paid by a regional tslephone company. The comparable amounts in 1997 for computer
outsourcng and systems integrabion were 313 mikon and 314 million, respectively. Computer
outsourcing revenues increased due 1o the addition of several new cusiomers n kate 1997 and early 1998,
The acquesmtions of two small firms, for a total of $15 milion n the second quarter of 1998, resulted n 33
milion of additional systems integration revenue. This increase was offset by the ioss of a major contract
in early 19 8 and a deciine in sysiems reengineernng revenue. Revenue from communications services is
expacied © increase in the fourth quarier as the Company recognzes additonal revenue from #s IP
related senices.

Coal merang revenue mcreased $14 milion in the third quarier of 1958 compared o the same pernod in
1897, Addtional atamnate source coal sales o Commonweaith Edision was partially offset by the
exparabon of other long arm contracts at the end of 1997 and lower priced coitracts with new Customers
n 1958

Oparaiing Expenses increased 27% in 1998 o 547 milion. Margn, 33 a percentage of revenue,
decined from 40% n 1997 1 32% in 1988 lor nlormabon sarvices businesses. The early termnaton of a
large contract in March of this year for the systems integrabon business resulted in lower stafl uliizabon
and 3 decrease in margins.  Margins for the computer outsourcing business deciined siightly in 1998. The
start-up costs incurmed o establish a second data center i Phoenix were partially offset by a decine n
megration costs for new customers. Margins on coal sales increased 6% in the third quarter of 1958. An
ncrease in sales of higher margin altermnate source coal was partially of*vel by lower margns on coal soid
from the Company’s mines. If curent markel condiions continue, the Compary will experience a
significant deciine in coal revenue and eamngs over the next several years as delvery requirements
under long-term contracts deciing as these long-term cantracts begin 1o expire
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LEVEL 3 COMMUNICATIONS, IC. AND SUBSIDIARIES
ianagement’s Discussion and Analysis of Financlal Condition and Results of Operations

Results of Operations (cont.)
Third Quarter 1988 vs. Third Quarter 1997 (cont.)

Depreciation and Amortization Expense increased o $11 milion in 1898 from $5 milion in 1997,
Depreciabion on equipmen! for computer outsourcing contracts and fepreciabon and amortization of
assels acquired in the XCOM acquisition are primanly responsible for the increass. Additional
depreciation is expected in the fourth quarter of 1998 as the Company commences operations on
addiional portions of its 1P network.

Gensral and Administrative Expenses increased significantly in 1998 to 595 milion from $26 milon in
1997 primarly due I the cos! of activites associated with preparing for the expected launch of the IP
relslad services. The Company incurmed incremental compensation and travel costs for the substantial
number of new empioyees that have been hired o begin implementation of the Business Plan, legal costs
associated with obtaining bcenses, agresments and technical faciliies and other development cosis
associsted with the Company's plans to bagin offering services in 15 U.S. obes by the end of 1908 In
addiion o the costs o expand the communications and information services businesses, the Company
recorded $12 milion of non-cash compensation and professional servica expenses in the third quarter of
1998 for expenses recognized under SFAS No. 123. General and administrative costs are expected to
increasas significantly in future periods as the Company implements the Business Plan.

EBITDA which consisis of eamings (losses) before interest, income taxes, depreciation, amortization,
non-cash siock-based compensation and other non-operating income or expenses was $(25) million in
1998 and $18 mion in 18997, The primary reason for the decrease balween penods is the significant
increass in general and administrative expenses, described above, incurred in conneclion with the
implamentation of the Company's Business Plan. EBITDA is commonly used in the communications
industry o analyze companies on the basis of operating performance. EBITDA, however, should not be
considered an altemative o operating or net income as an indicator of the performance of the Company's
busnesses, « 7 as an altemative o cash flows from operating activiies as a measure of bouidity, in sach
case determined in accordance with generslly accepted accounting principles. See Consolidated
Condensed Staternents of Cash Flows.

Intarest Income increased significantly in 1998 to $53 million from $8 milion in 1997 as the Company's
average cash, cash equivalents and markstable securities balance approxdmated $3.7 billion in the third
quarter of 1998. The Company’s average cash, cash equivalents and marketable securities balance
approcamated $573 meion in the comparable 1997 period. Pending utilization of the cash equivalents and
marketable securities in implementing the Business Plan, the Company inlends to invest the funds
prmarily n govenment and governmantal spency securities. This investment strategy will provide for
less yield on the funds, but is expected to reduce the risk to principal prior 1o using the funds in
implementing the Business Plan.

interest Expense, net increased significantly in 1998 to 346 milion from $3 million in 1997, Interest
expensa increased substantially due o the completion of the offering of 52 bilion aggregate principal
amount of 9.125% Senior Notes Due 2008 issued on April 28, 1998. The amortization of debt issuance
cosis associsted with the Senior Noles also increased interes! expensa in the third querter. The
Company capitaiized $5 milion of interest expense on network construction and systems development
prosects n the thd quarter of 1958
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Resuilts of Operations (cont.)
Third Quarter 1998 ve. Third Quarter 1987 (cont.)

Other Expense, net increased in 1998 to 527 millon. The increase in Other Expense is due o the
losses incurred by the Company’s equity method investees, pnmanly RCN Corporabon, Inc. ("RCN7)
RCN is a full service provider of local, long distance intemet and cable television services to pamanly
residential users in the densely populated areas of the Northeast United States. RCN s incuming
significant coste in developing its business plan including the acquisibons of severai intemet service
providers. The Company recorded $22 million of equity losses attributabie to RCN in the third quarter of
1998. Partally offsetting these lcsses was the gan on RCN's stock actrvity. In 1998, RCN issued stock
through @ public offering and for certan acquisibons. These issuances resulted in a decrease in the
Company's ownership percentage but an increase in the Company’s proportionate share of RCN's equity.
In accordance with its accounting policy, the Company first applied this increasa against the goodwill,
previously established for RCN, and then recognzed pre-tax gains of 521 mion and $4 million in the
second and third quarters of 1998, respectively. Ammmmm“mnymn
Commonwaalth Telephona Enterprises, Inc., a Pennsylvania public utily providing teiephone service,
equity in iosses of Cable Michigan, Inc., -mmmhnsmaw and reaized
gains and losses on the sale of marketable securites, investments and other assets each not individually
sigreficant to the Company’s results of operations.

income Tax Benefit dilfers from the statutory rate in 1688 primanly due to the $175 million nondeduchble
write-off of the in process research and deveiopment costs reated to the XCOM icquisibon. The income
tax provision in 1997 is sightly below the statutory rate due primarily to deplebon allowances, tax exempt
interest income and other indmdually insignificant deductions for tax purpoces in excess of that
recognized for financial reporting purposes.

Discontinued Operations In 1997, the United Kingdom impiementad a “Windfall Tax"™ agains! prvatized
Buitish utiibes. The one-time tax was 23% of the difference batween the valuo at the tima of privatizabon
and the utity’s current value. The lotal impact of the tax to Level 3, directly through its investment in CE
Electric UK, pic., and indirectly through its 30% ownership in CaiEnergy was $63 mulion in the third
quarter of 1997,

Mine Months 1998 va. Nine Months 1997

Ravenue for the nina months ended September 30, = summarzed as follows (in milions)

1998 1997
Communicabons and Information Services $ 102 $ 67
Coal Mining 178 1685
Other 16 10
$ 296 3 242
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Results of Operations (cont.)
Hine konths 1998 ve. Nine Months 1997 (conlL)

Revenue increased 22% o $296 mlion in 1998 for the nine months ended September 30, 1098
compared o the same penod in 1987, Systems integrabon revenue increased 41% to $42 million in
1998. The Company’s systems integration business was still in its early states of development in 1997
and the increase in revenue reflects the strong demand for system integration services. Also contributing
1o the growth of systems integrabon revenue, was the acquisition of two small firms in the second quarter
of 1998 which contributed $3 million of revenue. Revenue for the computer outsourcing business
increased 24% o $46 milon in 1988. The increase is atiributable to the addition of several new
customers in 1997 and early 1998. The remaining $14 million of communications revenue is primarnily
alfributable to XCOM which was acquired in Apni, 1998

Mining revenue increased 8% r. 1998 o 5178 million. Increases in alternate source coal sales were
partially offset by a decrease in coal sold from the Company's mines. Coal sold from the Company’s
mines declined due to the experation of a long-term contract in 1897.

Oporating Expenses increased 18% to $138 million in 1998. Margin, as a percenl of revenue,
decreased 18% for the sysiems integration business as the early termination of a large contract resulted
in a lower utiization of operating personnel. Gross margins for the computer outsourcing business
increased 9% during the first nine months of 1988. A decrease in migration costs incurred in 1897 to
implement new outsourcing contracts was partially offset by start up costs incumed for the second data

center in Proenix. Margins for the mining business increased by 3% in 1998 In 1998 an increase in
higher marga1 alternate source coal sales were partially offset by the reduced margins on coal sold from
the Company’s mines. In 1997, margins wers positively effected by the buyout of a spot coal contract.
Under the buyout, the customer was abie to cancel its contract commitments by making a payment equal
to 60% of the price of the coal. These proceeds, with no corresponding costs, resulted in the higher
margin for the period.

Depreciation and Amortization Expense increased $9 milion during the first nine months of 898.
Depreciation on the computer equipment purchasad for general and administrative personnel, computer
outsourcing businesses and the depreciation and amortization of equipment and goodwill acquired in the
KCOM acquisition, were primarily responsible for the increase in depraciation expense.

General and Administrative Expenses increased significantly in 1898 due to the expansion of the
communications and information services businesses. The hiring of approximately BOO empioyees to
implement the IP business led to increases in compensation, relocation, travel and facilities expenses. In
addion to regular compensation, the Company recognized $23 million of non-cash expense for stock
oplions and wamants graniad in the first nine months of 1888. The Company also incurred significant
professional service fees associated with the initial development of a substantial, scalable business
support infrastructure, specifically designed o enable the Company to offer services efficiently lo its
targeted cusiomers. In addition, the Company also incurred legal costs associated with obtaining
licenses, agreements and tschrical faciiies and other development costs associated with the new
Business Plan.

Writs-off of In Process Rassarch and Development was $115 million in 1898. The in process research
and deveiopment costs were the portion of the purchase price aliocated 1o the telephone network-odP
network bridge lechnology acquired by the Company in the XCOM transaction and wers estimated




through formal valuabon, at $115 milion. In accordance with generaily accepled accounting pnnciples,
the $115 million was taken as a nondeductible charge against eamings in the second quarter of 1998

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Management's Discussion and Analysis of Financial Condition and Results of Operations
Results of Operations (cont.)
Nine Months 1998 vs. Nine Months 1997 (cont.)

EBITDA decined to $(18) milion in 1998 from 384 million in 1997. The inciease in operating costs and

interest income increased to $124 million in 1998 from $23 million in 1997. The $1.16 bilion proceeds
from the sale of the energy assets on January 2, and the $1.94 billion proceeds from the debt offering on
April 28, were primarily responsible for the average cash, cash equrvalents and marketable securities
balance increasing from 5514 million to $2.9 bilion for the nine months ending September 30, 1997 and
1898, respectively. The increase in the average balance was directly responsible for the increass in
interest income.

interest Exponse, net increased to 385 million in 1988. The increase in interest expense is directly
aftributabla to the interest on the Senior Noles and the amornization of the defermed debt ssuance costs.
The interest expense for 1997 is primarily attributable to the debt on the California toll road which is
nonrecourse to the Company. The Company capialized $6 milion of interest expense on network
construction and systems development projects in 1998

Other Expense, nst increased substantially in 15998 1o $53 million from $11 million in 1997 due pnmanly
o increased losses recognized by the Company’s equity method invesiee. RCN. The Company’s share
of these losses approximated $75 million in 1998. RCN recognized a charge to eamings of approximatedy
$52 malion (Company’s share $24 million) with respect o certain costs of the acquisitions associated with
in process research and development activities. Partially offsetting these losses was the gain on RCN's
siock achvity of 525 miion. In 1998, RCN issued stock through a public offering and for certan
scquisitions These issuances resulled in a decrease in the Company’s cwnership percentage but an
increase in .»e Company's proportionate share of RCN's equity. It is the Company's policy to first apply
this increese against goodwill, previously established for RCN, and then recognize a gain for the
remaining increase in value. Also included in Other Expense are equity eamings in Commonwealith
Telephone Enterprises, Inc., equity in losses of Cable Michigan, Inc., and realized gains and losses on the
sale of marketable securities, investments and other assets each not individually significant to the
Company’s results of operations.

incoms Tax (Provision) Benefit differs from the expecied statulory rale primarily due to the
nondeductibie writs-off of the in process research and development costs aliocated in the XCOM
transaction. The eflective rate in 1597 is lower than the expected rate due to depletion allowances and
tax exempl interest ncome.

Discontinued Operations includes the one-tme gain of $808 million recognized upon the distribution of
the Constructon Group to former Class C stockhoider on March 31, 1988, Also included in discontinued
opaerations is the gain, net of tax, of $324 million from the Company’s sale of its energy assels lo
CaiEnergy on January 2, 1998. In 19897, the United Kingdom implemented a "Windfall Tax" against
privatized British utiiies. The total impact of the tax to Level 3, directly through its investment in CE
Blectric UK, pic., and indirectly through its 30% ownershin in CalEnergy was $83 million in 1997,
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Management's Discussion and Analysis of Financial Condition and Resuits of Operations

Financial Condition—Septamber 10, 1588

The Company's working capdal increased substantially dunng 1998 due pnmanly to the sale of the
Company's energy assets to CalEnergy for $1.16 bdiion on January 2, 1588, and the $1.94 bdion of
proceeds from the issuance of Senior Notes on Apnl 28, 1998 The Company's working capital increased
$2.1 bilion to 53 5 billion on September 30, 1998 The Company’s operabons used $16 million of cash
during the first nine months of 1988, pnmarily for the payment of 1998 estimated income taxes and the
costs in implementing the Business Plan. These ilems were partially offset by funds provided by coal
mining operabions, the receipt of a $45 million federal tax refund, a $26 million payment from INTERNEXT
and interest income. The initial interest payment on the Senior Notes, 592 milion, was made on
November 2, 1998

investing activities include the purchase of $5.132 million of marketable secunties, the sales and
maturites of marketable secunties of $2,882 muliion, 3409 million of capital expenditures, primarnily for the
expanding IP and information services business and 324 million of investments, principally $15 mullion for
information services businesses. The Company also realized $26 million of proceeds from the sale of
property, plant and equipment and other assels.

Financing sources in 1998 consisted primarily of the net proceeds of $1.94 billion from the sale of Senior
Notes in April, the conversion of 2.3 million shares of Class C Stock, with a redemption value of $122
million, into 21 million shares of Level 3 Common Stock (formerly Class D Stock) in January, proceeds
from the sale of Level 3 Common Stock of $21 million and the exercise of the Company’s stock options for
$7 milion. In 1998, Level 3 msued 5183 million of stock for the acquisition of several IP businesses and
reflacied in the equily accounts the $164 million fair value of the issuance and forced conversion of the
Class R Stock during the first nine months of 1688

Liquidity and Capital Resources

Since late 1997, the Company has substantially increasad the emphasis it places on and the resources
devoted to its communications and information services business. The Company has commenced the
implamentation of a plan o become a faciites-based provider (thal is, a provider thal owns or leases a
substantal portion of the plant, property and equipment necessary lo provide its services) of a broad
range of integrated communications services. To reach this goal, the Company plans to expand
substantially the business of its subsidiary, PKS Information Services, Inc., ("PKSIS") and to crests,
through a combination of construction, purchase and leasing of faciiies and other assels, an
intemational, end-io-end, faciities-based communicatons network. The Company is designing is
natwork based on IP technology in order 1o leverage the efficencies of this technology o provide lower

The deveiopment of the Business Plan will require significant capdal expenditures, a substantial portion ol
which will ba incurred before any significant related revenues from the Business Plan are expected o ba
realized. These expenditures, together with the associaled early cperating expenses, wil result in
substantial negative operating cash flow and substantial net operating losses for the Company for the
foreaseable future. Although the Company believes that its cost estimates and build-out schadule are
reasonable, thers can be no assurance that the actual construction costs or the timing of the expenditures
will not deviate from currenl estimates. The Company estimates thal its capital expenditures in
connection with the Business Plan will approximate 3700 million in 1998 will exceed 32 billion in 1999,
The Company's curment iquidity in addition to the nel proceeds from the Senior Noles, the cost sharing
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Management's Discussion and Analysis of Financial Cons'ition and Results of Operations

Liquidity and Capital Resources (cont.)

The Company cumently estmates that the implementation of the Business Plan, as curmently
contemptlated, will require between 38 and $10 billon over the next 10 years. The Company’s abiity lo
implement the Business Plan and meel its projecied growth is dependent upon its abilty t0 secure
substantial addibonal financing in the future. The Company expects to meel i3 addibonal capital needs
with the proceeds from sales or issuance of equity secunbes, credil facilibes and other borrowings, or
additional debt secunties. The Senior Notes were issued under an indenture which permits the Company
and its subsidianes to incur substantal amounts of debl. In addition, the Company may seil or dispose of
existing businesses or investments to fund portions of the Business Plan. The Company may sell or
lease capacity, its conduits or access 1o its conduts. There can be no assuranca that the Company will
be successful in producing sufficient cash flow, raising sufficient debt or equity capital on terms that it will
consider acceplable, or sefing or leasing fiber optic capacity or access (o its conduits, or that proceeds of
dispositinns of the Company's assets will reflect the assels’ intrinsic value. Further, thers can be no
assurance thal expenses will nol exceed tha Comparty's estimates or that the financing needed will not
kkewise ba higher than esumated Faiure to generate sufficient funds may require the Company to delay
or abandon some of its future expansion or expenditures, which could have a matenal adversa effect on
the implementation of the Business Plan .

There can be no assurance thal the Company will be able to obtain such financing if and when it is
neeaded or that, il available, such financing will be on terms acceptable to the Company. If the Company
s unabl o oblain addiional financing when needed. it may be required to scale back significantly its
Business Plan and, depending upon cash flow from its existing businesses, reduce the scope of ils plans

and operations

In connaction with implementing the Business Plan, management will continue reviewing the existing
businessas of the Company to determine how those businesses will complement the Company's focus on
communications and information services If it is decided that an existing business is not compatible with
the communicabions and information services business and if a suitable buyer can be found, the Company
may dispose of that business

On June 4, 1698, Cable Michigan announced that its Board of Directors had reached a definitive
agreement to sell the company to Avalon Cable for $40.50 per share in a cash-for-stock transaction
Level 3 recenved approximalely $129 mufion when the transaction closed on November 6, 1998 and
expacts to recognize a pre-tax gain of approximately 350 million in the fourth quarter.

Mew Accounting Pronouncements

In 1997, the Financial Accounting Standards Board issued SFAS No. 131, “Disclosures about Segments
of an Enterprise and Reiated Information”, ("SFAS No. 131%) which changes the way public companies
report informaton about segments.  SFAS No.131, which is based on the management approach to
segment reporting includes requirements to report sekecied segment information quarterly, and entity wide
disciosures aboul products and services, major cusiomers, and geographic data. This siatement is
effective for financial statements for penods beginning after December 15, 1997. The Company will
reflect the adoption of SFAS No. 131 in its December 31, 1998 financial statements.

On March 4, 1998, tha Accounting Standards Executive Committee (ACSEC) issued Statement of Position

98-1, "Accounting for the Costs of Computer Software Developed or Obtained for intemal Usa™ "SOP 98-
17). The effective date of this pronouncement is for fiscal years beginning after December 15, 1998,

33
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with SOP 98-1 in 1988,




LEVEL J COMMUNICATIONS, INC. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Results of Operations
New Accounting Pronouncements (cont.)

On Apnl 3. 1998, the ACSEC issued Statement of Posiion 98-5, “Reporting on the Costs of Start-Up
Actvibies” ("SOP 98-57), which provides guidance on the financial reporting of start-up and organization
costs. It requires costs of start-up activibes and organization costs to be expensed as incurred. SOP 98-
5 s effective for financial statements for fiscal years beginning after December 15, 1998. The Company is
required o reflect the inial application of SOP 98-5 as the cumulative effect of a change in accounting
principle. as described in Accounting Principles Board Opaion No. 20, "Accounting Changes™. As a result
of the cumulative affect of a change in accounting treatment, the Company expects to record a charge to
eamings in the first quarter of 1999 for any unamortzed start-up or organization costs as of the beginning
of 1999

©On June 15, 1998, the FASB issued Statement of Financial Accounting Standards No. 133, "Accounting
for Denvative Instruments and Hedging Activiies™ ("SFAS No. 1337). SFAS No. 133 is effective for fiscal
years beginning after June 15, 1999 (January 1, 2000 for the Company). SFAS No. 133 requires that ail
denvatve mstruments be recorded on the balance sheet at the far value. Changes in the fair value of
mnmmmnmlmn@mmm“m.ummm
whether a denvative s designated as part of a hadge transaction and, if it is, the type of hedge
transacbon. The Company does not currently utize derivative instruments, therefors the adoption of
SFAS No. 133 s not expectad to have a significant effect on the Company's results of operations or its
financial position.

Year 2000

The Company s in the process of conducting a review of its computer systems, including tha computer
systems used in the Company’s computer cutsourcing business, 1o identify systems thal could be affecled
by the "Year 2000° computer issus. Based upon this review, the Company will develop and implement a
plan to resolve any related issues. The Year 2000 issue results from computer programs written with date
fieids of two digits, rather than four digits, thus resulting in the inabiity of compuler programs to
distinguish between the year 1900 and 2000. The Company expects that its Year 2000 compliance
project will be completed before the Year 2000 date change. During the execution of this project, the
Comgpany has and will continue 1o incur internal staff costs as well as consulting and other expenses.
These costs will be expensed, as incurred. in compliance with generally accepted accounting principles.
The expenses assocated with this project. as well as the related potential effect on the Company's
eamings, are not expected 1o have a material effect on its future operating results or financial condition,
The source of funds for Year 2000 compliance costs will be cash on hand, and are expected to represent
an immaterial amount of the Company’s overall information systems budgel There can be no assurance,
however, that the Year 2000 problem will not have a material adverse effect on the Company's business,

The Company anticipates that its plan to resolve related Year 2000 issues will be a multiphase plan that
would mciude (1) assessment of the potential Year 2000 issues, (2) a detailed action plan based upon the
results of s assessment of the polential issues, (3) remediation of systems and products that are
identified i the assessment and the detailed plan as requiring commection or elimination, (4) testing of the
results of the remediation efforts to assess Year 2000 readiness and (5) the implementation of the
remediated systems and products.  Additional details of the Company's plan will ba outined as they are
finaized.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Results of Operations

Yoar 2000 (cont.)

The Company’'s wholly owned subsidiary, Level 3 Communications, LLC s @ new company that is
mpiemenbng new technologes o provide Intemet Protocol (IP) technology-based communications
services 10 s customers This company has adopted a stralegy to select technology vendors and
suppliers that provde products thal are represented by such vendors and supplers to be Year 2000
complant In negotiating its vendor and suppher contracts, the company secures Year 2000 warranties
that address the Year 2000 comphance of the applicable product(s). As pa-t of the Company's Year 2000
comphanca program, plans will be put into place 1o lest thesa products to confirm they are Year 2000
complant

The Company has inisated commumications with its significant supplbers and customers,
MﬂmmmmmmmuMuMﬁPKmsm

business and, in particular, vendors of thal business' computer outsourcing operating
environments, o determéne the extent to which the Company is vulnerabie to the failure by such parties to
remediate Year 2000 compliance issues. No assurance can be giver., however, that the systems will be
made Year 2000 comphant in a bmely manner of that the noncomphance of the systems of any of these
partes would not have a material adverse effect on the Company's business, financial condition,
competitive posibon and results of operabons.

PKS Systemns Integration LLC ["PKS Systems®), a subsidiary of PKSIS, provides a wide varisty of
information technology senvices (o its customers. In fiscal year 1997, approximately 80% of the revenue
generatad by PKS Systems related to projects involving Year 2000 assessment and renovation services
performed by PKS Systems for ts customers. These contracts generally require PKS Systems to identify
date affected fields in certain application software of its customers and, in many cases, PKS Systems
undertakes efforts to remediate those date-affected felds so lhat Year 2000 data may be processed.
Thus, Year 2000 issues affect many of the services PKS Systems provides lo its customers. This
exposes PKS Systems to potential risks that may include problems with services provided by PKS
Systems 1o its cusiomers and the polential for claims arising under PKS Systems’ customer contracts.
PKS Systems attempts to contractually kmit its exposure to kability for Year 2000 complance issues.
However, there can be no assurance as to the effectiveness of these contractual bmitations.

The expenses associated with this project by PKSIS, as weil as the reiated potential effect on the
Company's ¢ mings, are not expected to have a matenal effect on its future operating results or financial
condition. There can be no assurance, however, that the Year 2000 problem, and any loss incurred by
any customers of PKSIS as a result of the Year 2000 problem, will not have a material adverse effect on
the Company's financial condition and results of operabons
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Rem 2. Changes In Securities

Pursuant to an agreement on July 1, 1998, the Company ssued 187,708 common shares to the holder of
the capital stock of UlraLine (Bermuda) Limited in connection with its acquisition by the Company. The
valus of the transachon, based upon the trading price of the Company's stock, was approximately $5
malion. The mssuance of stock to the holder of Ultraline (Bermuda) Limited capdtal stock was made
MnMWMWMmSmlmmmmmmwnm
amended

Pursuant to 2n agreement on September 16, 1938, the Company issued 150,609 common shares to the
wumwmamrnmwmmmmmumq
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capital stock was made pursuant to the exemptions from registration contained in Regulation S and
Section 4{2) under the Securities Act of 1933, as amended.

Pursuant to an agreement on September 30, 1598, the Company issued 511,719 common shares to the
holders of .2 capital stock of GeoNet Communications, Inc. in connaction with its acquisiion by the
Company. The vaiue of the ssued shares, Mupunu'-ahd:mpmeormmmw':mdgm
spproxgmately $16 milion, The issuance of stock to the hoiders of GeoNet Communications, Inc. capital
sinck was made pursuant lo the exemptions from registration contained in Reguiation S and Section 4(2)
under the Securties Act of 1933, as amended.

kam 4. Submission of Matters to a Vots of Security Holders

Af the annual mesting of stockhoiders heid on July 14, 1998, the following matters wene submitted o a
vole.

1.  To reelect the three Class | Directors to the Board of Directors of Level 3 for a three-year term until
tha 2001 Annual Meeting of Stockhoiders:

In Favor Withheid

Walter Scott, Jr. 85,945,914 108,153
James Q. Crowe 85,982,345 69,722
Charies M. Harper 96,701,885 350,202

To adopt a program relating to the issuance of Outperform Stock Options pursuant to the Level 3
1995 Stock Plan, amended and restated as of April 1, 1988

Affirmatrve voles: 05,057 435
Abstenbons: 268,284
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
PART il - OTHER INFORMATION

ltem 6. Exhibits and Reports on Form 8-K
(a) Exhibits filed as part of this report are listed below.

Exhibit
Number

10.1 Cost Sharing and IRU Agreement between Level 3 Communications, LLC and INTERNEXT,
LLC, dated July 18, 1698

27  Financial Data Schedule

(b) The Company filed a2 Form B-K on September 1, 1898: reporting that Arthur Andersen LLP had been
engaged as its new independent accountants effective August 26, 1908.







Cost Shanng and IRU Agreement between Level 3 Communications, LLC and
INTERNEXT, LLC, dated July 18, 1998

Financial Data Schedule.
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EXPLANATION OF SYMBOLS

The following symbols shall be used in this tariff for the purposes indicated below.

< To signify changed listing, rule, or condition which may aflect rates or charges.
(D)  To signify discontinued matenial, including listing, rate, rule or condition.
()] To signify a rate increase.

{L) To signify material relocated from or to another part of tarifT schedule with no
change in text, rate, rules or conditions.

{(N) To signify new materials including listing, rate, rule or condition.
(R) To signify a rate reduction.
To signify change in wording of text but no change in rate, rle or condition.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secrotary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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LOCAL EXCHANGE SERVICE

APPLICATION OF TARIFF

This Tariff contains the regulations and rates applicable to intrastate and local exchange access services
provided by Company to business Customers for telecommunications between points within the State of
South Dakota. Company's services are fumished subject 1o the availability of facilitics and capacity and
subject to the terms and conditions of this Tariff.

The rates and regulations contained in this Tariff apply oaly to the services furnished by Compuny and do
not apply, unless otherwise specified, to the lines, facilities, or services provided by a local exchange
telephone company or other commeon carrier for use in accessing the services of Company.

The Customer is entitled to limit the use of Company’s services by end users at the Customer’s facilities,
and may use other common carriers in addition 1o or in licu of Company.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communicatiors, LLC

1450 Iafinite Drive

Loaisville, CO 80027
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LOCAL EXCHANGE SERVICE

SECTION 1 - DEFINITION OF TERMS

Certain terms used generally throughout this tanfT for Communications Service of this Company are
defined below.

Advance Payment: Part or all of a payment required before the start of service,

Authorized User: A person, firm or corporation which is authorized by the Customer or
Joint User to be connected to the service of the Customer or Joint User, respectively.

Bit: The smallest unit of information in the binary system of notation.
Commission: South Dakota Public Utilities Commission.
Company: Level 3 Communications, LLC, the issuer of this taniff.

Customer: The person, firm or corporation which purchases service and is respoasible
for the pay payment of charges and compliance with the Company’s regulations.

Dedicated: A facility or equipment system or subsystem set aside for the sole use of a
specific Customer.

End Office: The term "end office” denotes the switching system office or serving wire
center where Customer station loops are terminated for purposes of interconnection to
each other and/or to trunks.

Joint User: A person, firm or corporation which is designated by the Customer as a user
of services fumished to the Customer by the Company and to whom a portion of the
charges for the service will be billed under a Joint User arrangement as specified in the
Company’s tariff.

LATA: A Local Access and Transport Area established pursuant to the Modification of
Final Judgment entered by the United States District Court for the District of Columbia in
Civil Action No. 82-0192; or any other geographic area designated as a LATA in the
National Exchange Carrier Association, Inc. TarifT F.C.C. No. 4.

Major Service Interruption: An interruption of Customer service due to the Company’s
negligence or due to its noncompliance with the provisions of this tarifF.

Premises: The space occupied by a Customer, Authorized User or Joint User in a
hﬁqwhﬁmwm;gmm(mmhmd rights-of-way, etc.) not

scparsted by 2 highway.
ISSUED: EFFECTIVE:
Isswed By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louis ille, CO 80027
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La M) b= 50

SECTION 1 - DEFINITION OF TERMS (CONT'D)

Recurring Charges: The monthly charges to the Customer for services, facilitics and
equipment, which continue for the agreed upon duration of the service.

kg ChNes=

Service Commencement Date: The first day following the date on which the Company
notifies the Customer that the requested service or facility is available for use, unless
extended by the Customer's refusal to acoept service which does not conform to standards
set forth in the Service Order or the tariffs of the Company, in which case the Service
Commencement Date is the date of the Customer’s aceeptunce. The Company and
Customer may mutually agree on a substitute Service Commencement Date.

o
af

—

Service Order: The written request for Company Services submitted by the Customer in
the format devised by the Company. The signing of a Service Order by the Customer and
acceptance by the Company initiates the respective obligations of the parties as set forth
herein and pursuant to the tariffs of the Company, but the duration of the service is
calculated from the Service Commencement Date.

Shared: A facility or equipment system or subsystem that can be used simultaneously by
several Customers.

Transmission: The sending of ellectrical or optical signals over a line to a destination.

User: A Customer, Joint User, or any other person authorized by a Customer 10 use
scrvice provided to the Customer under a Level 3 Communicanions, L.L.C. tariff,

EFFECTIVE:

Thomas C. Storiz, Senior Vice President, General Counsel. and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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LOCAL EXCHANGE SERVICE

SECTION 2 - UNDERTAKING OF THE COMPANY

21 Genenal

2.1.1 The Company docs not undertake to transmit messages but offers the use of its facilities
for the transmission of communications.

212 Customers and Users may use services and facilities provided under the tariffs of the
Company to obtain access to services offered by othe zompanies. The Company is
responsible for the services and facilitics provided under its tarifTs, and for its unregulated
services provided pursuant to contract, and it assumes no responsibility for any service
(whether regulated or not) provided by any other entity that purchases access to the
Company network in order to originate or lerminate such entity’s own services, or to
communicate with such entity’s own Customers.

The Company shall have no responsibility with respect to biilings, charges or disputes
related to services used by the Customner which are not included in the services berein
including, without limitation, any local, regional or long distance services not offered by
the Company. The Customer shall be fully responsible for the payment of any bills for
such services and for the resolution of any disputes or discrepancies with the service

provider.
Description of Service
Level 3 Communications, LLC Service consists of any of the business services offered pursuant
to this tarifl, cither individually or in combination. Each business service is offered independent
of the others, unless otherwise noted. Service is offered via the Company’s facilities or in
combination with transmission facilities provided by other certificated carriers.

Application for Service

Customers desiring to obtain Level 3 Communications, LLC Service must complete the
Company’s standard service order formi(s).

Shortage of Equipment or Facilities

24,1 The Company reserves the right to limit or to allocate the use of existing facilities, or of
additional facilities offered by the Company, when necessary because of lack of facilities,
or due 1o some other cause beyond the Company’s control, on a nondiscriminatory basis,

The furnishing of service under the tariffs of the Company is subject to the availability on
a continuing basis of all the necessary facilities and is limited to the reasonable capacity
of the Company’s facilitics as well as facilities the Company may obtain from other
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carriers to fumish service from time to time as required at the sole discretion of the

Company.

Terms and Conditions

2.5.1

253

Customers may be required Lo enter into written service orders which shall contain or
reference a specific description of the service ordered, the rates to be charged, the
duration of the services, and the terms and conditions in the tariffs of the Company.
Customer will also be required 10 execute any other documents as may be reasonably
requested by the Company.

At the expiration of the initial term specified in each Service Order, or in any extension
thereof, service shall continue on a moath to month basis at the then current rates unless
terminated by cither party. Any termination shall not relicve Customer of its obligation to
pay any charges incurred under the service order and the tanife of the Company prior to
termination. The rights and obligations which by their nature extend beyond the
termination of the term of the service order shall survive such termination.

The tariffs of the Company shall be interpreted and governed by the laws of the State of
South Dakota without regard for its choice of laws provision.

Lisbility of the Company

2.6.1

The liability of the Company for damages arising out of the fumishing of its Services,
including but not limited to mistakes, omissions, interruptions, delays, or arors, or other
defects, representations, or use of these services or arising out of the failure to fumish the
service, whether caused by acts or omissions, shall be limited to the extension of
allowances for interruption as set forth in Section 9.0, following. The extension of such
allowances for interruption shall be the sole remedy of the Customer and the sole liability
of the Company. The Company will not be liable for any direct, indirect, incidental,
special, consequential, exemplary or punitive damages to Customer or User as a result of
any Company service, equipment or facilities, or the acts or omissions or negligence of
the Company or Company's employces or agents.

The Company shall not be liable for any delay or failure of performance or equipment
due to causes beyond its control. including but not limited to: acts of God, fire, flood,
explosion or other catastrophes. any law, order, regulation, direction, action, or request of
tre United States Government. or of any other government, including state and local

g vemments having or claiming jurisdiction over the Company, or of any department,
agency, commission, burcau, corporation, or other instrumentality of any one or more of
these federal, state, or local governmeents, or of any civil or military authority, national
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SECTION 2 - UNDERTAKING OF THE COMPANY (CON _"D)

263

264

26.5

26.6

267

268

269

26.10

emergencics, insurrections, riots, wars, unavailability of rights-of-way or materials, or
strikes, lockouts, work stoppages, or other labor difficulties.

The Company shall not be liable for any act or omission of any entity furnishing to the
Company or to the Company’s Customers or Users facilities or equipment used for or
with the services the Company ofTers.

The Company shall not be lisble for any damages or losses due to the fault or negligence
of the Customer or User or due to the failure or malfunction of Customer or User-
provided equipment or facilities.

The Company docs not guarantee nor make any warranty with respect to installations it
provides for use in an explosive atmosphere. The Customer shall indemnify and hold the
Company harmless from any and all loss, claims, demands, suits, or other action, or any
liability whatsoever, whether suffered, made, instituted, or asserted by any other party or
person(s), and for any loss, damage, or destruction of any property, whether owned by the
Customer or others, caused or claimed to have been caused directly or indirectly by the
installation, operation, failure to operate, maintenance, removal presence, condition,
location, or use of any installation so provided.

The Company reserves the right 1o require cach Customer to sign an agreement
acknowledging acceptance of the provisions of this paragraph as a condition precedent to
such installations.

The Company is not liable for any defacement of or damage to Customer or User
premises resulting from the furnishing of services or equipment on such premises or the
installstion or removal thereof, unless such defacement or damage is caused by
negligence or willful misconduct of the Company’s agents or employees.

The entire liability for any claim, loss, damage or expense from any cause whatsoever
shall in no event exceed sums actually paid the Company by Customer for the specific
services giving rise to the claim. No action or proceeding 2gainst the Company shall be
commenced more than one year after the service is rendered, or as required by South
Dakota Law.

The Company shall not be liable for any damages or losses due to the fault or negligence
of the Customer or due to the failure or malfunction of Customer provided equipment or
facilities.

The Company shall pot be liable for any damages resulting from delays in meeting any
service dates due to delays resulting from normal construction procedures. Such delays
shall inclode, but not be limited 1o, delays in obtaining necessary regulatory approvals for
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

27

construction, delays in obtainmg right-of-way approvals and delays in actual construction
work.

26.11 The Company shall not be liable for any damages whatsoever to property resulting from
the installation, maintenance, repair or removal of equipment and associated wiring
enless the damage is caused by the Company’s willful misconduct or negligence.

26.12 THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS,
EXPRESS OR IMPLIED EITHER IN FACT OR BY OPERATION OF LAW,
STATUTORY OR OTHERWISE, INCLUDING WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE, EXCEFT
THOSE EXPRESSLY SET FORTH IN ITS TARIFFS.

26.13 The Companay shall not be liable for any damages whatsocver associaled with service,
facilities, or equipment which the Company does not furnish or for any act or omission of
Customer or any other entity furnishing services, facilities or equipment used for or in
conjunction with Level 3 Communications, LLC.

Notification of Servs ecti

To the exient possible, the Company will provide the Customer reasonsble notification of service-
affecting activitics that may occur in normal operation of its business. Such activitics may
nclude, but are not lmited 10, equipment or facilitics additions, removals or rearrangements and
routine preventative maintenance. Generally, such activities are not specific 1o an individual
Customer but affect many Customers’ services. No specific advance notification period is
spphcable 1o all service activities. The Company will work cooperatively with the Customer to
determne the reasonsble notification requirements. With some emergency or unplanned service-
affecting conditions, such 2s sn outage resulting from cable damage, notification to the Customer
may of be possible.

Provision of Eguipment and Facilities

28.1 All services along the facilities between the point identified as th: Company’s origination
point and the point identified as the Company’s termination point will be furnished by the
Company, its agents of CONUACIONs.

282 The Company may undertake to use reasonable efforts to make available services o a
Customer on or before a particular date, subject to the provisions of and compliance by
the Customer with, the regulations contained in this tanifl.

283 The Company undertakes (o use reasonable efforts to maintain only the facilitics and
equipment that it fumnishes to the Customer. The Customer, "oint User, or Authorized

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)
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User may not, nor may they permit others to, rearmange, disconnect, remove, attempt to
repair, or otherwise tamper with any of the facilities or equipment installed by the
Company, except upon the written consent of the Company.

Equipment the Company provides or installs ¢ the Customer's premises for use in
connection with the services the Company offers shall not be used for any purpose other
than that for which the Company provided the equipment.

The Customer shall be responsible for the payment of service charges 2s set forth herein
for visits by the Company’s agents or employees to the premises of the Customer, Joint
User, or Authorized User when the service difficulty or trouble report results from the use
of equipment or facilities the Customer, Joint User, or Authorized User provided.

The Company shall not be responsible for the installation, operation, or maintenance of
any Customer provided communications equipment. Where such equipment is connected
to the facilities furnished pursuant to this tarifT, the responsibility of the Company shall
be limited to the furishing of facilities offered under this tarifl and to the maintenance
and operation of such facilitics; subject to this responsibility the Company shall not be
respoasible for:

2.8.6.1 The transmission of signals by Customer provided equipment or for the quality
of, or defects in, such transmission; or

2.8.6.2 The reception of signals by Customer provided equipment. The Customer,
Authorized User, or Joint User is responsible for ensuring that Customer
provided equipment connected 1o Company equipment and facilitics is
compatible with such Company equipment and facilities. The magnitude and
character of the voltages and currents impressed on Company provided
equipment and wiring by the connection, operation, or maintenance of such
equipment and wiring shall be such as not to cause damage to the Company
provided equipment and wiring or injury to the Company’s employecs or to other
persons. Customer will submit to Company a complete manufacturer's
specification sheet for each item of equipment that is not provided by the
Company and which shall be attached 10 the Company’s facilities. The Company
shall approve the use of such item(s) of equipment unless such item is technically
incompatible with Company's facilities. Any additional protective, equipment
required to prevent such damage or injury shall be provided by the Company at
the Customer's expense.

28.7 Any special interface equipment necessary to achicve compatibility between the facilities
and equipment of the Company used for fumnishing Level 3 Communications, LLC

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)
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services and the channcls, facihties, or equipment of others shall be provided at the
Customer's cxpense.

Level 3 Communications, 1.LC may be comnecicd 10 the services or facilitics of other
communications carmiers only when authorized by, and in accordance with, the terms and
mu‘ﬁzwﬂsd&uﬂnmwﬂﬂnwnﬂensﬂ
m

Network Interface Device (NID)

A physical piece of equipment (jack, block or other device) that provides the point of
interconpection between a Customer’s inside wiring and Company's at a Customer’s
designated premises. The physical point where Company(ls network and network
responsibilitics terminate and a Customer’s responsibilitics begin. It is the Company’s
responsability 1o mstall the NID.

229.1 There is no charge for this equipment, but there may be an installation change if
the Customer wants the NID located in an unusual location.

Monrostne [nstallation

At the Customer’s request, installation and/or maintenance may be performed outside the
Company's regular business hours and/or in hazardous locations. In such cases, charges based on
cost of the actual lsbor, material, or other costs incurred by or charged to the Company will apply.
If installation is started during regular business hours but, at the Customer’s request, extends

and/or night hours, additional charges may apply.

Ownership of Facilities

Title to all facilities provided in accordance with the tariffs of the Company remains with the
Company, its agents or contractors. The Customer shall not have, nor shall it assert, any right,
title or interest in all the fiber optic or other facilities and associated equipment provided by the
Company hereunder.

Opt' nal Rates snd Information Provided to the Public

The Company will promptly advise Customers who may be affected of new, revised or optional
rates spplicable to their service. Pertinent information reganding the Company’s services, rates
and charges shall be provided directly to Customers, or shall be available for inspection at the
Company's local business address. I required by the South Dakota Public Utilities Commission,
the Company will cause 10 have published a notice of its intestion to charge its rates, tolls,
charges, rules and regulations in one or more newspapers in circalation in the affected area.
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212

213

214
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In the event of prior knowledge of an interruption of service for a period excecding one day, the
Customers will, if feasible, be notified in writing, by mail, at least one week in advance.

Governmental Authorizations

The provision of services is subject to and contingent upon the Company obtaining and retaining
such approvals, consents, governmental suthorizations, licenses and permits, as may be required
or be deemed necessary by the Company. The Company shall use reasonable cfforts to obtain and
kecp in effect all such spprovals, consents, suthorizations, liceases and permits that may be
required to be obtzined by it. The Company shalll be entitied to take, and shall have no liability
whatsocver for, amy action mecesmary to bring the Services into conformance with sy rules,
regulations, orders, decisions, or directives imposed by the Federal Communications Commission
or other applicable agency, snd the Customer shall fully coopersie in and take such action as may
h“hk%um-ﬂwﬂmmm&ﬁanu

Universal Emergency Telephone Number Service

2.14.1 This tarifT does not provide for the inspection or constant moaitoring of facilitics to
discover errors, defects or malfunctions in the service, nor does the Company undertake

such responsibility.

2.142 911 information consisting of the names, addresses and telephone numbers of all
telephone Cusiomers is confidential The Company will release such information via the
Data Management System oaly after a 91 | call has been received, on & call by call basis,
only for the purpose of responding to an emergency call in progress.

2143 The 911 calling party, by dizling 911, waives the privacy afforded by non-listed and non-
published service 1o the exient that the telephose pumber, name and address associated
with the originating station location are furnished to the Public Safety Answering Point.

2144 Afler the establishment of service, it 15 the Public Safety Agency's responsibility o
continue o verify the accuracy of and 10 advise the Company of any changes as they
occur i street names, establishment of new streets, changes in address numbers used oa
existing streets, closing and shandonment of streets, changes in police, fire, ambelsnce or
in municipal and county boundanes, incorporation of pew citics or any other smilar
matier that may affect the routing of 911 calls o the proper Public Safety Answering
Pomnt.
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

2145 The Company assumes no lizbility for any infringement, or invasion of any right of

privacy or any person or persons caused, or claimed to be caused, directly or indirectly by
the use of 911 Service. The Public Safety Agency agrees, except where the event,
incidents or eventualities set forth in this sentence are the result of the Company's gross
ncgligence or willful miscondnct, 10 release, indemnify, defend and hold harmless the
Company from anv and all loss or claims whatsoever, whether suffered, made, institused
or asserted by the Public Safety Agency or by any other party or person, for any personal
imjury to or death of any persoa or persons, or for any loss, damage or destruction of amy
property, whether owned by the Customer or others. The Public Safety Agency also
agrees 10 release, indesnnify, defend and hold harmless the Company for any
miringement of mvasion of the right of privacy of any person or persons, caused or
claimed 1o have boen camsed, directly or indirectly, by the installation, operation, filure
10 operate, mainicnance, removal, presence, condition, occasion or ute of 911 Service
features and the equipment associated therewith, or by any services furnished by the
Company in connection therewith, including, but not limited to, the identification of the
iclephone number, address or name associated with the telephone used by the party or
partics asscssing 911 Service hereunder, and which arise out of the negligence or other
wrongful act of the Public Safety Agency, its user, agencies or municipalities, or the
employees or agents of any one of them, or which arise out of the negligence, other than
gross negligence or willful misconduct, of the Company, its employees or agents.

215  Operator Service Requirements

2.15.1 Company provided intrasiate operator assisied communications services will observe the
follows i 5
2.15.1.1 Identify itself at the time the end-user accesses its service.

2.15.12 Upon request, quote all rates and charges for its services to the end-user
accessing its system

21513 Arrange to have posied in plain view at each telephone location which

automatically accesses the Company's operaior service network and
where its services sre made available 10 the public or transient end-users:

215.1.3.1 the Company's operator service name and address;
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

215.132  bill and service dispute calling information including the
operaior service provider's dispute resolution phone
number;

215.133 clear and specific instructions informing the end-user
how o access a local exchange telephone company
operator as an alternative available to the end-user; and

O e= P (Me=-

215134 notice concerning any and all amounts to be billed by the
Company’s operator services on behalf of any host
location or third party which will appear on the operator
service provider's bill for services rendered.

In instances when the Company is unable to complete the call and it
requires transfer to ancther telephone corporation which may affect the
rates and charges applicable to the telephone bill, inform the caller of the
transfer and its possible cffect on the applicable rates and charges, before
eny charges are incurred.

In the case of such transfer, the telephone corporation or provider to
which the call is transferred shall identify itself and inform the caller of
the transfer's effect on the applicable rates and charges, before any
charges are incurred.

2.15.2 The Company will comply with the following provisions:

21521 Providers of intrastate operalor assisted communications services shall
not take any action or enter into any arrangement which restricts end-
users selection among competing interexchange telephone corporations
or end users access to competing providers of intrastste operator assisied
communications services, of pay any commissions or other
compensation to any entity engaged in such action or arrangement.
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER

31

General

The Customer shall be responsible for:

3Ll

312

the payment of all applicable charges pursuant to the tariffs of the Company;

damage to or loss of the Company’s facilities or equipment caused by the acts or
omissions of the Customer or of any User; or by the noacomplisnce by the Customer or
any User with these regulations; or by fire or theft or other casualty on the Customer’s or
any User's Premises, unless caused bry the negligence or willful misconduct of the
employees or agents of the Company;

providing at no charge, as specified from time to time by the Company, any needed
personnel, equipment space and power to operate the Company facilitics and equipment
installed on the premises of the Customer or any User; and the level of heating and air
conditioning necessary to maintain the proper operating environment on such premises;

any and all costs associated with obtaining and maintaining of the rights-of-way from the
point of eatry at the Customer’s location to the terminatioa point where service is finally
delivered to the Cusiomer, including, but not limited to, the costs of installing conduit or
of alicring the strocture 1o permit installation of Company provided facilities. The
Customer's use of such rights-of-way shall in all respects be subject to the terms,
conditions and restrictions of such rights-of-way and of agreements between the
Company and such third partics relating thereto, including without limitation, the

duration applicabie to and the condemnation of such rights-of-way, and shall not be in
violation of any applicable governmental ordinance, law, rule, regulation or restriction.
Where applicable, the Customer agrees that it shall assist the Company in the
procurement and maintenance of such right-of-way. The Company may require the
Customer to demonstrate its compliance with this section prior 12 accepting an order for
service,

providing a safe place to work and complying with all laws and regulations regarding the
working conditions on the premises st which the Company’s employees and agents shall
be installing or maintaining the Company’s facilities and equipment. The Customer may
be required to install and maintain the Company’s facilitics and equipment within a
hazardous area if, in the Company’s opinion, injury or damage to the Company's
employees or property might result from installation or maintenance by the Company;

the Customer shall be responsible for identifying, monitoring, removing and disposing of
any hazardous material (c.g. friable asbestos) prior to any construction or installation
work
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3.1.7 complying with all laws and regulations applicable to, and obtaining all consents,
approvals, licenses and permits as mayy be required with respect to, the location of the
Company’s facilitics and equipment in any Customer or User premises or the rights-of-
way for which Customer is responsible under section 3.1.4; and granting or obtaining
permission for the Company’s agents or employees to enter the premises of the Customer
or any User at any time for the purpose of installing, inspecting, maintaining, repairing,
or upon termination of service as stated herein, removing the facilities or equipment of
the Company;

not creating or allowing to be placed any liens or other encumbrances on the Company’s
equipment or facilities; and

making the Company's facilities and equipment available periodically for maintenance
purposcs at a time agreeable to both the Company and the Customer. No allowance will
be made for the period during which service is interrupted for such purposes.

Prohibited Uses

The services the Company offers shall not be used for any unlawful purpose or for any
use as to which the Customer has not obtained all governmental approvals,
suthorizations, licenses, consents and permits required to be obtained by the Customer
with respect thereto.

The Company may require applicants for service who intend to use the Company’s
offerings for resale and/or for shared use 1o file a letter with the Company confirming that
their use of the Company’s offerings complies with relevant laws and Department
regulations, policies, orders, and decisions.

The Company may, without obtaining any further consent from the Customer, assign any
rights, privileges, or obligations under this taniff. The Customer shall not, without prior
written consent of the Company, assign, transfer, or in any other manner dispose of, any
of its rights, privileges, or obligations under this tariff, and any attempt to make such an
assignment, transfer, disposition without such consent shall be null and void.

The Company may require a Customer to immediately shut down its transmission of
signals if said transmission is causing interference to others.

A Customer may not use the services 5o as (o interfere with or impair service over any
facilitics and associsted equipment, or o as to impair the privacy of any communications
over such faciliies and associated equipment.
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER (CONT'D)

i

326 Customer use of any resold service obtained from other service providers shall also be
subject 1o any applicable restrictions imposed by the underlying providers.

32.7 A Customer, Joint User, or Authorized User shall not represent that its services are
provided by the Company, or otherwise indicate to its Customers that its provision of
services is jointly with the Company, without the written consent of the Company. The
relationship between the Company and Customer shall not be that of partners or agents
for one or the other, and shall not be deemed to constitute a partnership or agency
agreement.

Lod o= P =

Claims

With respect 1o any service or facility provided by the Company, Cusiomer shall indemnify,
defend and bold harmless the Company from and against all claims, actions, damages, liabilities,
costs and cxpenses, including reasonable attomeys’ fecs for:

33.1 any loss, destruction or damage to property of the Company or any third party, or the
death or injury to persons, including, but not limited 1o, employees or invitees of either
party, to the extent caused by or resulting from the negligent or intentional act or
omission of the Customer or User or their employees, agents, representatives or invitees;

any claim, loss, damage, expense or liability for infringement of any copyright, patent,

trade secret, or any proprictary or intellectual property right of any third party, arising
from any act or omission by the Customer or User, including, without limitation, use of
the Company’s services and facilities in a manner not contemplated by the agreement
between Customer and the Company; or

any clarm of any nature whatsocver brought by a User with respect to any matter for
which the Company would not be directly liable to the Customer under the terms of the
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SECTION 4 - PAYMENT ARRANGEMENTS

4.1  Payment for Service

The Customer is responsible for the payment of all charges for facilities and services fumished by
the Company to the Customer and to all Users suthorized by the Customer, regardless of whether
those services arc used by the Customer itself or are resold or shared with other persoans.

Billing and Collection of Charges

421 Nonrecurning charges are due and payable within 30 days after the date an invoice is
mailed to the Customer by the Company.

Customers will only be charged once, on either an inierstate or intrastate basis, for any
nonrecurring or optional features.

The Company shall present invoices for Recurring Charges monthly to the Customer, in
advance of the month in which service is provided, and Recurring Charges shall be due
and payable within 30 days after the invoice is mailed.

Charges based on measured usage will be included on the next invoice rendered
following the end of the month in which the usage occurs, and will be due and payable
within 30 days afier the invoice is mailed.

When service does not begin on the first day of the month, or end on the last day of the
month, the charge for the fraction of the month in which service was furnished will be
calculated on a pro rata basis. For this purpose, every month s considered 1o have 30
days.

Billing of the Customer by the Company will begin on the Service Commencement Date,
winich is the first day following the date on which the Company notifies the Customer
that the service or facilit: is available for use, except that the Service Commencement
Date may be postponed !y mutual agreement of the parties, or if the service or facility
does not conform to standards set forth in the taniffs of the Company or the Service
Order. Billing accrues through and includes the day that the service, circuit, amangement
or component is discontinued.

With respect to Business Customers oaly, if any portion of the payment is received by the
Company after the date due, or if ary portion of the payment is received by the Company
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

in funds which are not immediately available, then a late payment penalty shall be due 1o
the Company. The late payment penalty shall be the portion of the payment not received
by the date due, net of local taxes, not compounded, multiplied by a monthly late factor

of 1.5%.

i) mes

428 Forany check returned to the Company due to insufficient funds, uncollected funds, or
closed account, Customer will be assessed a $20.00 fee per check returned.

43 Advance Paymenis

43.1 To safcguard its interests, the Company may require a Business Customer to make an
advance payment before services and facilities are fumisned. The advance payment will

not exceed an amount equal to the nonrecurring charge(s) and the first month’s estimated
recurring charges for the service or facility. In addition, where special construction is
involved, the advance payment may also include an amount equal to the estimated
nonrecuiring charges for the special construction and recurring charges (if any) fora
period to be set between the Company and the Customer. The advance payment will be
credited to the Customner’s initial bill and may be required in addition o a deposit.

A Customer whose service has been discontinued for nonpayment of bills will be
required to pay the unpaid balance due carrier and may be required to pay reconnect

Deposits
The Company may, in order to safeguard its interests, require an applicant to make a
suitsble deposit to be beld by the Company as a guarantee of the payment of charges.

\ deposit will be required under the following coaditions:

442.1 Applicant does not have verifiable credit with any Level 3 Communications,
LLC affiliate anywhere within the region in the same of similar business; or

4422 Applicant has had previous verifiable Service with any Level 3 Communications,
LLC affiliate anywhere within the region but has an outstanding and unpaid bill
for Service; or has not established satisfactory credit. Satisfactory credit for an
Service Customer is defined as twelve consccutive months of service without a
suspension of service for nonpayment or with no more than one notification of

intent (o suspend service for nonpayment.
ISSUED: - EFFECTIVE:
Issued By: Thomas C, Stortz, Senior Vice President, General Counsel, and Secretan
Level 3 Communications, LLC
1450 Infinite Drive

Louswville, CO 30027
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4423 Applicant for nonresidential service will be given credit for previous
nonresidential service only if the applicant is same business entity to which such
service was previously provided.

An initial deposit or an additional deposit will be required of an existing Customer when
high risk is indicated and existing security is insufficient. Such requirement will be
imposed when a payment history includes a suspension of service for nonpayment during
the previous twelve month period.

The Company reserves the right 1o provide for installment payment of the deposit if the
circumstances warrant.

Any deposit required of an existing Customer is duc and payable within ten days afier the
requirement is imposed. This requirement shall be in writing and the psyment date shall
be on or afier the duc and payable date for the current bill. If said deposit or installment
thereof, as appropriate, is not paid within the aforementioned time frame, the Company
may suspend service of the Customer without further notice. The following are
cxceptions 1o this provision:
44.5.1 Inthe event service is suspended for a Customer for nonpayment, an initial or
additional deposit shall be required prior to the restoration of service if existing
security is insufficient.

In the event prior indebtedness or prior unsatisfactory credit has been determined

subsequent to the imitial establishment of service due to misrepresentation of the
facts by the Customer, a deposit shall be due and payable within five days upon
verbal notification and written confirmation or within len days when notification
can only be provided in writing. The ten-day period shall be measured from the
mailed date of the written notice. If said deposit is not paid within the
aforementioned time frame, the Company may suspend service to the Customer
without further notice,

All applicants and existing Customers shall be treated uniformly for the determination
and application of deposits. The amount of the deposit shall be in compliance with SD
TSR Section 20:10:08:06.

When it is determined that a deposil is required under the conditions specified above, the
applicant or Customer may, m licu of or in addition to making the deposit, arrange for an
acceptable third party to guarantee payment of his charges by executing on his behalf a
Guarantee of Payment Agreement with the Company. An acceptable third party guarantor
for Service s 1 current non residential Customer with at least two years continuous
service, whose payment history for the most recent twelve month period is satisfactory.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretany
Level 3 Communications, LLC

1450 Infinne Drive

| swssville, CO 80027
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448

The fact that a deposit has been made in no way relicves the Customer from complying
with the Company’s regulshions as to advance payments, or the prompt payment of bills
on presentation.

The deposit will bear simple interest computed from the date of its receipt oy the
Company to the date the deposit is refunded, or service is terminated, or annually upon
request of the Customer. In the cvent that a deposit is retained during time periods having
different rates of interest, the interest accrued on the deposit will be calculated using the
interest rate applicable to each time period.

The applicable interest rate for deposits is 7% in accordance with SD TSR Section
20:10:08:10.

When service is terminated, the amount of the initial or additional deposit, with any
mterest due, will be credited 1o the Customer's account and any credit balance which may
remain will be refunded. After an existing Customer has established satisfactory credit,
the amount ol the deposit, with any interest due, will be cither credited 1o the account or
at the option of the Customer, refunded. Satisfactory credit for a Customer is defined as
twelve consecutive months of Service without suspension for nonpayment and with no
more than one notification of intent to suspend service for nunpayment.

Discontinuance of Service

451

Upon nonpayment of amy amounts owing 1o the Company, the Company n.ay, by giving
ten (10) days prior writien notice to the Customer, discontinue or suspend service without

ncurting any liability.

Upon violation of any of the other material terms or conditions for fornishing service the
Company may, by giving thirty (30) days prior notice in writing to the Customer,
during that period.

Upon condemnation of any material portion of the facilities used by the Company to
provide service to a Customer, or if 2 condition immediately dangerous or hazardous to
life, phrysical safety or property exists, or il a casualty renders all or any matenial portion
of such facilitics inoperable beyond feasible repair, the Company, by notice to the
Customer, mzy discontinee or suspend service without incurring any liability.

Upan the Customer’s insolvency, assignment for the benefit o creditors, filing for
bankruptcy or reorganization, or failing to discharge an involuntary petition within the

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretan
Level 3 Communications, LLC

1450 Infinite Drive

Loutsville, CO 80027
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time puwmad by law, the Company may immediately require a deposit without
incurring any liability.

Upon any governmental prohibition or required alieration of the services to be provided
or any violation of an applicable law or regulation, the Company may immediately
discontinue service without incurring any liability.

Upon the Company’s discontinuance of service to the Customer, the Company, in
addition to all other remedies that may be avaiiable to the Company at law or in equity or
under any other provision of the tariffs of the Company, may declare all future monthly
and other charges which would have been payable by the Customer during, the remainder
of the minimum term for which such services would have otherwise been provided to the
Customer to be immediately due and payable (discounted to present value st six percent
(6%)).

Cancellation of Apphcation for Service

46.1

Applications for service are noncancellable unless the Company otherwise agrees. Where
the Company permits the Customer to cance| an application for service prior (o the stan
of service or prior 1o any special construction, no charges will be imposed except for
those specified below,

Where, prior to cancellation by the Customner, the Company incurs any expenses in
installing the service or in preparing 1 install the service that it otherwise would not have
incurred, a charge equal to the costs the Company incurred, less net salvage, shall apply,
but in no case shall this charge exceed the sum of the charge for the minimum period of
services ordered, including installation charges, and all charges others levy against the
Company that would have been chargeable o the Customer had service begun (all
discounted to present value at six percent (6%)).

Where the Company incurs any expense in connection with special construction, or
where special amangements of facilities or equipment have begun, before the Company
receives a cancellation notice, a charge equal to the costs incurred, less net salvage,
spplics. In such cases, the charge will be based on such elements as the cost of the
equipment, facilitics, and material, the cost of installation, engineering, labor, and
supervision, general and administrative expense, other disbursements, depreciation,
maintenance, taxes, provision for return on investment, and amy other costs associated
with the special construction or arrangements

The special charges described above will be cakulated and applied on a case-by-case
basis.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretany
Level 3 Commumications, LLC

1450 Infinste Drive

Loursville, CO 30027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

4.7

Changes in Service Requested

If the Customer makes or requests material changes in circuit enginocring,

mmmmmhmm.um-mﬂym&ﬁum
provision of the apphication for service, the Customer’s installation foe shall be adjusted
sccondmgly.

Taxes

The Customer is responsible for the payment of Federal excise taxes, state and local sales and use
tanes and all taxes, fees, the 911 tax and other exactions imposed on the Compamy or its services
by governmental junisdictions, other than taxes imposed generally on corporations. All such
taxes, fees, and charges shall be separately designated on the Company’s invoices, and are not
mchuded in the tariffed rates.

Disputed Bills

The Cestomer may dispute a bill only by writien notice 1o the Company. Unless such notice is
received in & timely fashion, the bill statement shall be deemed to be correct and payabie n fusll
by Customer. Any Customer who has a dispute shall be advised by the Company that the
Customer may file a formal or informal complaint with the Commission.

EFFECTIVE:

Thomas C. Stortz, Sensor Vice President, General Counsel, and Secretary
Level 3} Communications, LLC

1450 Infinite Drive

Lowisville, CO 80027
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SECTION 5 - USE OF CUSTOMER'S SERVICE BY OTHERS

5.1

Resale and Sharing

Any service provided under the Company tariffs may be resold to or shared with other persons at
the option of Customer. except as provided in Section 5.3, following. Customer remains solely
responsible for all use of services ordered by it or billed to its telephone number(s) pursuant to the
tariffs of the Company, for determining who is authorized 1o use its services, and for notifying the
Con jany of any unauthorized use. Business raies apply to all service that is resold or shared.

Joint Use Arrangements

Joint use arrangements will be permitied for all services available for resale and shanng pursuant
to the Company tariffs. From cach joint use arrangement, one member will be designated as the
Customer responsible for the manner in which the joint use of the service will be allocated. Level
3 Communications, LLC will accept orders to start, rearrange, relocate, or discontinue service
oaly from the Customer. Without affecting the Customer’s ultimate responsibility for payment of
all charges for the service, each Joint User shall be responsible for the payment of the charges
billed to it.

Transfers and Assignments

53.1 Neither the Company nor the Customer may assign or transfer its rights or dutics in
connection with the services and facilities provided by the Company without the written
consent of the other party and any appropriate authorizations, if necessary, except that the

Company may assign its rights and duties (a) to any subsidiary, parent company or
affiliate of the Company, (b) pursuant to any sale or transfer of substantially all the assets
of the Company: or (c) pursuant to any financing, merger or reorganization of the
Company.

If a Customer cancels a Service Order or terminates services before the completion of the
term for any reason whatsoever other than a Major Service Interruption, Customer agrees
to pay to the Company the following sums, within 21 days of the effective date of the
cancellation or termination and be payable under the terms set forth in Section 4.6,
preceding: all costs, fees and expenses reasonably incurred in connection with:

5.32.1 All Nonrecurring charges as specified in the Company's taniffs, plus

EFFECTIVE:

Thomas . Stortz, Senior Vice President, General { unsel, and Secretary
Level 3 Communications, LLC

1450 Infinne Drive

Louisville, CO 80027
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5322 Any discomnection, earty cancellation or termination charges reasonably incurred
and paid 1o third parties by the Company on behalf of Customer, plus

5323 All Recurring Charges specified in the applicable Company tariff for the balance
of the then corrent term.

ISSUED:

EFFECTIVE: = 5
Issued By: Thomas (. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisvilic. CO 80027
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SECTION 6 - CANCELLATION OF SERVICE

Reserved for future use.

EFFECTIVE:

Thomas U Stortz, Senior Vice President, General Counsel, snd Secretary
Level 3 Communications, LLC

1450 Infinte Drive

Loauisville, CO 80027
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SECTION 7 - NOTICES AND COMMUNICATIONS

7.1

The Customer shall designate on the Service Order an address to which the Company shall mail
or deliver all notices and other communications, except that Customer may also designate a
scparate address to which the Company’s bills for service shall be mailed.

The Company shall designate on the Service Order an address to which the Customer shall mail
or deliver all notices and other communications, except that the Company may designate a
scparate address on each bill for service fo which the Customer shall mail payment on that bill.

All notices or other communications required to be given pursuant 1o the tariffs of the Company
will be in writing. Notices and other communications of either party, and all bills mailed by the
Company, shall be presumed 1o have been delivered 10 the other party on the thind business day
following placement of the notice, communication or bill with the U.S. Mail or a private delivery
service, prepaid and properiy addressed, or when actually received or refused by the addressee,
whichever occurs first.

The Company or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing. by following the procedures for giving

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. Ueneral Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinnte Drive

Louisville. CO 80027
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SECTION B - CUSTOMER EQUIPMENT AND CHANNELS

81 Genenl
A User may transmil or receive nformation or signals via the facilitics of the Company. The
Company’s services are designed primanily for the transmission of voice-grade telephonic signals,
except as otherwise stated in the tariffs of the Company. A User may transmit any form of signal
that is compatible with the Company’s cquipment, but except as otherwise specifically stated in
its tariffs, the Company docs not guarantee that its services will be suitable for purposes other
than voice-grade telephonic communication.

321

Terminal equipment on the User’s Premises and the electric power consumed by such
equipment shall be provided by and maintained at the expense of the User. The User is
responsible for the provision of wiring or cable to connect its terminal equipment to the
Company’s Point of Connection.

The Customer is responsible for ensuring that Customer-provided equipment connected
to the Company equipment and facilitics 1s compatible with such equipment and
facilities. The magnitude and character of the voliages and currents impressed on
Company-provided equipment and wiring by the connection, operation, or maintenance
of such equipment and wiring shall be such as not to cause damage to Company-provided
equipment and wiring or injury to the Company’s employees or to other persons. Any
additional protective equipment required to prevent such damage or injury shall be
provided by the Company at the Customer’s expense.

Customer provided station equipment may be attached (o services provided under the
tariffs of the Company subject to Part 68 of the FCC Rules and to any applicable
provisions of the tariffs of the Company and is the sole responsibility of the Customer.

The Company 1s not responsible for malfunctions of Customer-owned telephone sets or
other Customer-provided equipment, or for misdirected calls, disconnects or other service
problems caused by the use of Customer-owned equipment.

Interconnection of Facilities

83.1

Any special interface equipment necessary to achieve compatibility between the facilities
and equipment of the Company used for furnishing Communications Services

ISSUED:

|ssued By:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO R0027
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Facilities furnished under the tanffs of the Company may be consected o Castiomer
provided terminal equipment in acconfance with the provissons of the wriffs of the
Company. All such terminal equipment shall be regestered by the Foderal
Communications Commission pursuant to Part 68 of Tatle 47, Code of Federal
Regulations; and all User provided wiring shall be mstalled and mestamed n
compliance with those regulations.

Tests and Adjustments

Upon suitable notice, the Company may make such tests, adjustments, and inspections as may be
necessary 1o maintain the Company's facilities in satisfactory operating condition. No
interruption allowance will be credited to the Customer for the period during which the Company
makes such tests, adjustments, or inspections.

Inspections

Upaon suitable notification to the Customer, and at a reasonable time, the Company may
make such tests and inspections as may be necessary 1o determine that the User is
complying with all requirements referenced herein for the installation, operation, and
maintenance of Customer-provided facilities, equipment, and wiring in the connection of
Customer-provided facilities and equipment to Company-owned facilities and equipment.

If the protective requirements for Custorner-provided equipment are not being complied
with, the Company may take such action as it deems necessary to protect its facilities,
cquipment, and persornel. The Company will notify the Customer promptly if there 15
any need for further comrective action. Within ten days of receiving this notice, the
Customer must take this corrective action and notify the Company of the action taken. If
the Customer fails 1o do this, the Company may take whatever additional action is
deemed necessary. including the suspension of service, to protect its facilities, equipment
and personnel from harm.

ISSUED:

Issued By:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, () 80027
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SECTION 9 - ALLOWANCES FOR INTERRUPTIONS IN SERVICE

9.1 General

9.1.1  Interruptions in service, which are not due to the negligence of, or noncompliance with
the provisions of the tariffs of the Company by, the Customer or of an authorized or Joint
User, or the operation or malfunction of the facilitics, power or equipment provided by
the Customer, will be credited to the Customer as set forth below for the part of the
service that the interruption affects.

A credit allowance will be made when an interruption occurs because of a failure of any
component furnished by the Company under its tarsifTs. An interruption period begins
when the Customer reports a service, facility or circuit is interrupted and releases it for
testing and repair. An interruption period ends when the service, facility or circuit is
operative. If the Customer reports a service, facility or circuit to be inoperative but
declines to release it for testing and repair, it is considered to be impaired, but not

interrupted.
For calculating credit allowances, every month is considered to have 30 days. A credit
allowance is applied on a pro rata basis against the rates specified hereunder and is

dependent upon the length of the interruption. Only those facilities on the interrupted
portion of the circuit will receive a credit.

9.14 A credit allowance will be given for interruptions of 3U minutes or more. Credit
allowances shall be calculated as follows:

Interruptions of 16 Hours or Less

9.2.. Length of Service Interruption Credit

-Less than | hour None

-1 hour up to but not including 8 hours 1/4 of day
-8 hours up to but not including 12 hours 112 of day
-12 hours up to but not including 16 hours 3/4 of day

~16 hours up to but not including 24 hours one day

ISSUED: EFFECTIVE:

Issued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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SECTION 9 - ALLOWANCES FOR INTERRUPTIONS IN SERVICE (CONT'D)

92 Two or More Service Interruptions

Two or more service interruptions of the same type to the same line/equipment of two (2) bours
or more during any one twenty-four {24) hour period shall be considercd as one interruption. In
no event shall such interruption credits for any one line/equipment exceed one (1) day's fixed
recurring charges for such line/equipment in any twenty-four (24) hour period.

Interruntions Crver 24 Hours

Interruptions over 24 hours will be credited 1/24 day for each 1-hour period or fraction thereof up
to a maximum of 8 hours. Interruptions in excess of 8 hours will be credited as one dzy. No more
than one full day's credit will be allowed for any period of 24 hours.

No credit allowance will be made for:

9.4.1 interruptions du¢ to the negligence of, or noncompliance with the provisions of the
tariffs of the Company by, the Customer, User, or other common carrier providing
service connected to the service of the Company;

interruptions due to the negligence of any person other than the Company, including but
not limited to the Customer or other common carriers connected to the Company's
facilities;

interruptions of service due to the failure or malfunction of facilities, power or equipment
provided by the Customer, Authorized User, Joint User, or other common carrier
providing service connected to the services or facilities of the Company;

interruptions of service during any period in which the Company is not given full and
free access to its facilities and equipment for the purpose of investigating and correcting
interruptions;

interruptions of service during a period in which the Customer continues to use the
service on an impaired basis;

interruptions of service during any period when the Customer has released service to the
“ompany for maintenance purposes or for implementation of a Customer order for a
change in service arrangements;

interruption of service due to circumstances or causes beyond the control of the
Company; and

ISSUED: EFFECTIVE:

Issused By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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9.4.8 interruptions of service that occur or continue due to the Customer's failure to authorize
replacement of any element of special construction.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counscl, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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This Section is used to measure sirline distance between two points of service. The application of these

charges is to dedicated service.

10.]  Distance-Based Charges

10.1.1 Distance between two points is measured as airline distance between two Points of

Service.

10.1.2 The airline distance between any two Points of Service is determined as foliows:

10.1.2.1 Obtain the vertical and horizontal coordinates for cach Point of Service
location.
10.12.2 Compute the difference between the vertical coordinates of the two
Points of Service; and compute the difference between the two horizontal
coordinates.
10.123 Square each difference between the vertical coordinates and the
horizontal coordinates.
10.12.4 Add the square of the vertical coordinates difference and the square of
the horizontal coordinates difference.
10.125 Divide the sum of the squares by 10. Round to the next higher whole
number if any fraction is obtained.
For exampie: (V2=VIpP +(H2- HIP
10
10.12.6 Take the square root of the result.
ISSUED: EFFECTIVE:
Issued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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SECTION 11 -

EXCHANGE ACCESS SERVICE

11.1  Genenal
Exchange Aceess Service provides a business Customer with a telephonic connection and a
unique telephone number address on the public switched telecommunications network. Each
Exchange Access Service enables users to:

1LL]
1.1.2
11.13

1114

1L.LS

11.1.6

1.7

receive calls from other stations on the public swilched telecommunications network;
access other services offered by the Company as set forth in this tarifT;
access certain interstate and intemational calling services provided by the Company;

access (at no additional charge) the Company’s operators and business office for service
related assistance;

access (at no additional charge) emergency services by dialing 0- or 9-1-1; and

sccess services provided by other common carriers which purchase the Company’s
Switched Access services as provided under the Company's Federal and State tariffs, or
which maintain other types of traffic exchange amrangements with the Company.

Exchange Access Service cannot be used to originate calls to other telephone companies’
caller-paid information services (e.g., NPA 900, NXX 970, 540, etc.). Calls to those
numbers and other numbers used for caller-paid information services will be blocked.
Calls to numbers "NXX 976" will also be blocked unless otherwise specified by the
Customer at the time service is ordered. Should a Customer request unblocking for
access 1o the "NXX 976" caller-paid information service, the Company will bill and
collect on behalf of the telephone companies’ information provider holding the Customer
fully liable for all charges incurred for use of the information provider's service.

Each Exchange Access Service is available on a "Full® service basis, whereby service is
delivered to a demarcation/connection block at the Customer's premises.

The following Exchange Access Services are offered:

DID Trunk Service
Digital Trunk Service

ISSUED:

Isswed By:

EFFECTIVE:

Thomas C. Storiz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 11 - EXCHANGE ACCESS SERVICE (CONT'D)

112

13

Exchange Access Service Arcas

Exchange Access Services are provided (pursuant to Section 12.1) in limited geographic areas.
Exchange Access Services bearing the following NPA-NXX designations are provided at the
following locations and in the following arcas:

Exchanges in Which
NPA-NXX Full Service is Available

Exchange Service arcas will be supplied afier interconnection agreement.

Geographically-defined Local Calling Areas' are associated with each Exchange Access Service
provided pursuant to Section 12.1. Exchange Access Services bearing the foliowing NPA-NXX
designations shall have the following local calling areas:

NPA-NXX Exchange Additional Local Calling Exchanges

! Rates and rate plans for Local Calling Arca calls placed over Company-provided Exchange Access Services are set

forth m Section 13.
ISSUED: ) ~ EFFECTIVE:
Issued By: Thomas C. Storiz. Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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114 Digital Trunk Service (DID Trunks, Outbound Only Trunks, and Two-Way Combination Trunks)

Digital Trunk Service provides a Customer with a digital connection operating at a full DS1
speed of 1.544 Mbps which is time division multiplexed into 24 individual voice-grade telephonic
communications channels, each of which can be used to place one-way inbound, one-way
outbound and two-way (combination) trunks. Digital Trunks are provided for connection of
compatible Customer-provided private branch exchanges (P! X) to the public switched
telecommunications network. Esch Digital Trunk is provided with dual tone multi-frequency
(DTMF) or multi-frequency (MF) signaling, as specified by the Customer, Digital Trunks may be
configured into hunt groups with other Company-provided Digital Trunks for the same Customer
within the same local calling area. The terminal interface for each Digital Trunk Service is a

smart jack.
Non-recurring and monthly recurring rates per Digital Trunk per point, apply as follows:
Link and Port: Non-Recurring Monthly Recurring
Per T-1 $TT2.00 $500.00
Port Element: DID, DID/DOD Non-Recurring Monthly Recurring
Per Channel $50.00 $30.00

1142 DID Trunk Service transmits the dialed digits for all incoming calls allowing the
Customer’s incoming calls to be routed comresponding to each individual DID number.
Charges for DID number blocks are listed below.

ISSUED: FFFECTIVE:

Issued By: Thomas C. Stortz, Senior Vice President, General ( vunsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027
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11.43 Non-recurring and Recurring charges per DID's apply as follows:

Rate Group Non-Recurring Charge Recurring Charge
All Zones $10.00 $10.00 for blocks of 100

Direct Inward Dial (DID) Service

11.5.1 DID service can be purchased in conjunction with Company provided trunk services.
DID service transmits the dialed digits for all incoming calls aliowing the Customer’s
PBX to route incoming calls directly to individual stations corresponding to each
individual DID number. Charges for DID capability and DID number blocks apply in
addition to charges specified for trunk services contained herein.

S0 the Company may efficiently manage its number resource, the Company, at its sole
discretion reserves the right to limit the quantity of DID number blocks a Customer may
obtain. Requests for 30 or more DID number blocks must be provided to the Company in
writing no less than five (5) months prior to activation. In addition, the Compamy
reserves the right to review vacant DID stations or stations not in use to determine their
utilization. Should the Company determine, based on its own discretion, that there is
inefficient number utilization, the Company may reassign the DID numbers.

The Customer has no property right to the telephone number or any other call number
destination associsted with DID service fumished by the Company, and no right to the
continuance of service through any particular end office. The Company reserves the right
to change such numbers, or the end office designation associated with such number, or
both, assigned to the Customer, where the Company deems it necessary to do 5o in the
conduct of its business.

Noa-Recurring Monthly Recurring
Individual DID Numbers $10.00 $1.00 per DID Number

D List
For each Customer of Company-provided Exchange Access Service(s), Company shall arrange
for the li “ing of the Customer's main billing telephooe number in the directory(ies) published by
the domi..ant Local Exchange Carrier in the arca at no charge. A1 a Customer’s option, Company
will armange for additional listing at the following rates:

Noo-Recurring Monthly Recurring
Each Additional Listing: $0.00 $1.42

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE

121 Description

Local Calling Service provides a Customer with the ability to originate calls from a Company-
provided exchange access line 1o all other stations on the public switched telephone network
bearing the designation of any central office of the exchanges and zones defined as local, The
rates set forth in this section apply to all direct dialed local calls. For operator-assisted (non-
aggregator) local calls, the operator charges listed in Section 12.3 apply in addition to the charges
listed below.

Option | Local Caliing Plan

122.1 Description

Option 1 Local Calling Plan provides Local Calling Service billable on & per minute
basis, Option | calls will be billed in one-minute increments with an initial billing period
of one minute. The rates set forth in this section apply to all outgoing direct-dialed calls
placed to ielephone stations within the caller’s exchasge area as defined in Section 11.
Option | Local Calling Plan is the standard local calling plan provided with exchange
access services, as described in Section 11,

Rates

Per Minute

First Minute £0.06
Each Additional Minute $0.,05

Information Services Call Blocking

The term "Information Services Call Blocking” denotes the Company's central office call
blocking service that allows the Company’s residential and business subscribers to block
access to all directly-dialed, the Company’s operator-assisied and the Company’s operator
entered billing 976 and 900 programs, and other local service providers within South
Dakota and to all Interexchange Carrier 900 calls originating within the Telephone
Company’s service area.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commurications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONT'D)
123  Opertor Services

1231 Description

123.1.1 Operator Handled Calling Services are provided to Customers and Users
of Company-provided Exchange Access Services, and to Customers and
Users of exchange access lines which the Customer subscribes to the

Company's interexchange outbound calling services.

Definits

Person-to-Person: Calls completed with the assistance of 8 Company operator to 2
particulsr person, station, department or PBX extension specified by the calling party.
Charges may be billed to the Customer's commercial credit card and/or LEC calling card,
calling station, called station, or a designated third-party station. Calls are dialed with the
assistance of a Company operator.

Station-to-Station: Refers 1o calls other than person-to-person calls billed to cither the
end user's commercial credit card and/or non-proprietary calling card. Calls are dialed
with the assistance of a Company operator. Collect calls to coin telephones and transfers
of charges to third telephones which are coin telephones will not be accepted.

Operator Dialed Charge: The Customer places the call without dialing the destination
number, although the capability to do it himself exists. The Customer will dial *0* for

local calls and 00" for long distance calls and then requests the operator to dial the called
station,

Rates

ety

In addition 1o any applicable usage charges, the following operator-assisted charges will
apply:

Per Call Charges
Person-to-Person (Customer Dhaled) §1.50

Station-to-Station (Customer Dhaled) $0.75
(Billed to Third Party, Collect)

Operator Dialed Charge $0.75
(applies in addition to other operator charges)

EFFECTIVE:

Thomas C. Stortz. Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONT'D)

1234 Busy Line Verify and Line Interrupt Service

12.34.1 Description

Upon request of a calling party the Company will verify a busy condition
on a called line.

123.4.1.1 The operator will determine if the line is clear or in use
and report to the calling party.

1234.12 The operator will interrupt the call on the called line
only if the calling party indicates an emergency and
requests interruption.

A charge will apply when:

123.5.1.1 The operator verifies that the line is busy with a call in
progress.

123.5.12 The operator verifies that the line is available for
incoming calls.

123.5.13 The operator verifies that the called number is busy with
a call in progress and the Customer requests interruption.
The operator will then interrupt the call, advising the
called party the name of the calling party. One charge
will apply for both verification and interruption.

No charge will apply:

123.52.] When the calling party advises that the call is to or from
an official public emergency agency.

123522 Under conditions other than those specified in Section
1235.1.

123.5.23 Busy Verification and Interrupt Service is furnished
where and to the extent that facilities permit.

ISSUED:

Issued By:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 lafinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONT'D)

123524 The Customer shall identify and save the Company
harmless against all claims that may arise from cither
party to the interrupted call or any person.

1236 Rates
Busy Line Verify Service

Busy Line Verify Verification
With interrupt Service

Directory Assistance
124.1 Description

Customers and Users of the Company’s calling services (excluding toll free services),
by calling the Directory Assistance operator.

1242 Rates

Per

1242.1 Customers are allowed three (3) froe Directory Assistance calls per
month. After the monthly three (3) free call allowance is exhausted,
Directory Assistance charges will apply for all requests for which the
Company's facilities are used. Each number requested is charged for as
shown below. Requests for information other than telephone numbers
will be charged the same rate as shown for the applicable request for
telephone oumbers.
Rate

Per Number Requested $0.2%
A credit will be given for calls to Directory Assistance when:

124221 The Customer experiences poor transmission or is cut
off during the call;

124222 The Customer is given an incorrect telephone number; or

124223 The Customner inadveriently misdials an incorrect
Directory Assistance NPA

To receive a credit, the Customer must notify t* ¢ Company operator or
Business Office of the problem experienced

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 13 - MISCELLANEOQOUS SERVICES AND SURCHARGES

13.1

Service Implementation
13.1.1 Description

Absent a promotional offering, service implementation charges will apply to new service
orders or to orders (o change existing service,

13.12 Rates
Non-Recurring
Per Service Order $30.00
Restoration of Sexvice
132.1 Description
A restoration charge applics 1o the restoration of suspended service and facilities because
of nonpayment of bills and is payable at the time that the restoration of the

service and facilities suspended is armanged. The resiorstion charge does not apply when,
after disconnection of service, service is later re-installed.

1322 Rates

Non-Recurring
Per Occasion $8.50

Maintenance of Service

13.3.1 When a Customer reports a trouble o the Company for clearance, and no trouble is found
in the Company's facilities, the Customer shall be responsible for payment of a visit
charge for the period of time from when Company personnel are dispatched to the
Customer’s premises to when the work is completed. Failure of Company personnel to
find trouble Company facilitics will result in no charge if the trouble is actually in those
facilities, but not discovered at the time.,

Where a NID exists, if the Company is unable to test for dial tone and the problem proves
to be beyond the NID (within Customer premises), a mainienance charge is epplicable.
In the event there is no NID and/or the Company is unable 1o test for dial tone, then no
maintenance charge will be sssessed. In those cases where the Customer has bought an
inside wire maintenance warranty/plan (a noo-regulsted service) from the Company, no
maintenance charge will be applicable regardiess of the dial tone 1est results or whether a
NID exists or not.

EFFECTIVE:

Thomas C Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 30027
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SECTION 13 - MISCELLANEOUS SERVICES AND SURCHARGES (CONT'D)

1333 The Customer shall be respoasible for payment of a visit charge when the Company

dispaiches personcel 10 the Customer’s premises, and the trouble is in the equipment of
communications sysicen provided by other than the Company.

No credit allowance will be applicable for the interruption involved if the visit charge
apphes.

Rate

The spplicsble rate is $65.00 per visit in addition 10 materials and/or labor charges.
Presubucripts

Customers have a right 1 chose an intral ATA and an interl ATA camrier when equipment and
facilities permit. The Company aliows Customers to presubscribe 1o the carrier of their choice for
imtral ATA end imterl ATA toll calls, without dialing an access code.

The following charge applics per line or per trunk for each local line or local trunk PIC charge
requested. There is no charge for the first PIC charge.

PIC charge
- per linc or trunk $5.00

Telocommunication Service (TRS

E-wbles deaf, hard-of-bearing or speech-impaired persons who use a Text Telephoae (TT) or
samiler devices 10 communicate frecly with the hearing population act using TT and vice versa.
A Customer will be sbie 10 access the state provider to compilete such calls. The Company will
impose & surcharge to all Customers at a level determined by the Commission.

EFFFCTIVE:

Thomas C. Storiz, Senor Vice President, General Counsel, and Secretary
Level 3 Communicatons, LLC

1450 Infinite Deyve

Lowtsville, CO 30027
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SECTION 14 - DEDICATED ACCESS SERVICES

Dedicated Access Services consist of the services offered pursuant 1o this section, cither individually or in
combinstion. Each service is offered independently of the others. Service is offered via the Company’s
facilities for the transmission of one-way and two-way communications, unless otherwise noted.

o L e D

(LNp==

O L b =

14.1  Services Offered

14.1.1 The following dedicated access services are offered in this tariff:

DS3 Service (44.7 Mbps)
DS1 Service (1.5 Mbps)
DS0 Service (up to 64 kbps)

14.1.2 Other services mxy be provided by the Company on an Individual Case Basis (ICB).
Type | and Type Il Services

142.1 DS3 Service and DS1 Service may be provided ss either Type [ or Type Il Services,
depending upon the availability of facilities. Type | Service rates apply when both
endpoints of the channel are served by the Company’s network. Type 11 Service rates
apply when one eadpoint of the transmission channel is served by another local exchange
carrier's network (Type [1 Services are provided via a combination of the Company's
facilitics and snother local exchange camrier’s facilitics).

DS3 aad DS channels where both endpoints are served by another local exchange

carrier's network will be provided at the sole discretion of the Company, on an Individual
Case Dasis (ICB), applied in 2 nondiscriminatory manner.

DS3 SERVICE (44.736 Mbps)

14.3.1 DS3 Service is composed of digital channels provided at 44.736 Mbps for the
transmission of onc-way and two-w3y communications. [nferconnections to such
channels and equipment interfacing to such channels shall meet the following technical
; i

Line Rate: 44.736 Mbps +/- 20 ppm
Linc Code:  Bipolar with three-zero substitution

75 ohms resistive +/- 5 percent

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications. LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14

- DEDICATED ACCESS SERVICES (CONT'D)

Power Levels: For an all-ones transmitted pattern, the power in a 2 KHz band
about 22.368 KHz shall be -1.8 10 +5.7 dBm =nd the power ma
2 KHz band sbout 44.736 MHZ shall be at least 20 dB below
that in a 2 Khaz band about 22,363 KHz |

NOTES:

1 The power levels specified by CCITT Recommendation G.703 are identical
cxcept that the power is to be measured in 3 KHz bands.

1432 Dagital chanacls at 44.736 Mbps will be provided in one of the following configurations,

1433

3 specified by the Customer:

Clear Chammel DS3: A DS3 signal that is transmitted intact and transparently as provided
st the Customer mterface. No performance monitoring is performed since all 44.736
Mbps are considered Customer data or voice.

M13 Framed DS3: A DS3 that is channclized into 28 DS1 (1.544 Mbps) signals and
mclade a predefined standard multiplexing scheme as defined in ANSI T1.1072. The
M13 DS3 costains parity bits which can be monitored to offer an approximate measure of
performance. 43.232 Mbgps is Customer data (or voice), the remainder being used for
Senid Svonization, parity, 64c.

C-bit Parity Framed D53: A DS3 that can be used for subrated or nonsubrated DS3

signals. This allows DS3 signal monrtoring for end-to-end performance messurement on
an in-service basis, transmitied on the maintenance data communications channel. The C-
bit parity format is defined in ANSI T1.107a. 43232 Mbps is Customer data (or voice),

the remainder bemng used for framing, synchroaization, parity, clc.

DS| Service (1.544 Mbps)

144.1

DS1 Service is composed of digital channels provided at 1.544 Mbps for the transmission
of one-way and two-way communications. |nterconnections to such channels and
equipment interfacing to such channels shall meet the following technical characteristics:

Linc Rate: 1.544 Mbps + 130 ppm

Line Code: AMI: bipolar with at least 12.5% average oncs density and no more than
15 consecative zeros;,
=0f =
B&7Z5: no minimum density of ones and no cons xutive zeros limit.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counscl, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loutsville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT 'L,

Test Load: 100 ohms resistance.
Pulse Shape:  The pulse amplitude shall be between 2.4 and 3.6 volts.
Power Levels: For an all-ones transmitted pattern, the power in a 2 KHz band about 772

KHz shall be 12.4-18.0 dBm and the power in a 2 KHz band about 1544
KHz shall be at least 29 dB below that in a 2 KHz band sbout 771 KHz.

Pulse
Imbalance: There shall be less than 0.5 dB difference between the total power of the

positive pulses and the negative pulses.
NOTES:
i The CCITT specification is + 50 ppm.
2 Recommended for new equipment: The power in a 2 KHz band about 772 KHz
shall be 12.6-17.9 dBm. CCITT requirements: The power in a 3 KHz band
about 772 KHz is 12.0-19.0 dBm.

CCITT requirements: The power in a 3 KHz band sbout 1544 Khz shall be at
least 25 dB below that in a 3 KHz band about 772 KHz

Digital channels at 1.544 Mbps will be provided in one of the following configurations,
as specified by the Customer:

Unframed DS1: A DS! signal that does not follow standard framing formats of 192 bits
for data and a 193 Rd bit for framing. An unframed DS| cannot be synchronized to the
network and is not performance monitored.

D4/SF DS1: A framed DSI consisting of 12 frames (2316 bits) of 192 bits preceded by
one framing bit (F bit). This service can be coded as AMI or B87S.

ESF DSI: Extends superframe structure from 12 to 24 frames (4632 bits) and redefines
the 8 kbps pattem into 2 kbps for mainframe and robbed-bit signaling synchronization, 2
kbps for CRC-6 and 4 kbps for terminal-to-terminal dats link. This service can be coded
as AMI or B&ZS.

EFFEC TIVE:

Thomas C. Stortz, Senior Vice President, General Counsel. and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14.5

DS1 Hub Service

DS 1 Hub Service allows a Customer to aggregate up to 28 DS1 channels that terminate in the
same location into a single DS3.

DS0 Service

14.6.1 DSO Services are Digital Channels fumished by the Company at transmission speeds of
2.4 kbps, 4.8 kbps, 9.6 kbps, 19.2 kbps, 64 kbps, or in multiples of 64 kbps up to 1.544
Mbps. Such channels will be configured by the Company to transmit digrtal data st
specified data rates or analog signals converted to digital signals, as described below,
Interconnections to such channels and equipment interfacing to such channels shall meet
coafiguration, The NCI Codes referenced below are defined in Bell Communications
Research (Bellcore) publication TR-NPL-000335.

Each D50 channel will be provided in one of the following configurations, as specified
by the Customer.

146.2.1 Effective 2-Wire Service

Provides a digital transmission channel capable of normally carrying,
among other information, the digitized representation of human speech.
At the Company’s point of interconnection with the User, the service will
have the technical characteristics of a standard 2-wire analog telephone
circuit. Specific configurations are as follows:

2-Wire Transmission Only

2 wire, 600 ohm, open loop (continuously connected) with industry
standard demarcation (NC1 Code: 02NO2). C4 conditioned circuit
connecting two locations, typically used for voice-grade data services.

Digital Services
Provides a digital transmission channe! capable of normally carrying

synchronous digital data signals. The following service configurations
are available:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel. and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14625

64 Kbps Data Service

A 4-wire 135 ohm handoff. Other possible handoffs are RS232/DB25,
RS422/DB25, or V.35. Provides pc' it-to-point, 64 Kbps clear channel
for a full-duplex synchronous data circuit. No error correction or in-band
control codes are supported. (Possible NCI Code: 04DU5-64).

DS Hub Service

DS1 Hub Service allows a Customer 1o aggregate up to 24 DS0 channels
that terminate in the same location into a single DS1 and the distribution
of End Link circuits.

14.7  Rates for Dedicated Access Services

14.7.]1 General

and monthly recurring rates apply for each Digital Transmission Service

Noarecurring

furnished by the Company. Monthly recurring rates vary according to the time period for
which the Customer commits to take the service. Unless otherwise noted, these standard
raic clements are used in calculating the moathly recurring rate for each service:

14.7.1.1

Intevoffice Channel Mileage-Fixed: This rate clement applies per digital
channel whenever there is mileage associated with the channel; a digital
channel has mileage associated with it when the endpoints of the channel
are located in geographic areas normally served out of separate Customer
premises or the Customer premise and the Level 3 Gateway. This rate
element applics per circuit endpoint.

Interoffice Channel Mileage-Per Mile: This rate element applies
whenever there 1s mileage associated with the digital chennel. The unit
rate is multiplicd by the number of miles (Interoffice Mileage) between
the two Customer premises or the Customer prentise and the Level 3
Gateway. Fractions of a mile are rounded up to the next whole mile
before rates are applied.

EFFECTIVE:

Thomas C, Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications. | 1L.C

1450 Infinite Drive

Louisville, CO 30027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

1472 DS3 Service (44.736 Mbps)

14.7.2.1 Type | DS3 Servi

This service consists of a DS3 (44,736 Mbps) capacity digital channel
available on a 24 hour per day, 7 day per week basis between two points.
There is a |-year minimum service period for each Basic DSJ.

M}Rﬂﬂq_m
Interoffice Channel Mileage
(Fixed)

Intercfice Channel Mileage
(Per Mile)
Nonrecurring Installation Rate

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L.1.C

1450 Infinite Drive

Louisville, CO BOO27
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

(le==

14722 Type 11 DS3 Service

Monthly Recurring Rate
Interoffice Channel Mileage
(Fixed)

Interoffice Channel Milcage
(Per Mile)
Nonrecurring Installation Rate

o Bpo

EFFECTIVE

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

wouisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14723 Volume Discounts

Volume Discounts for D532 Volume

$2,500.00
$5,000.00

$10,000.00

EFFECTIVE

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infmite Drive

Louisville, CO 80027
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14.73 DS1 Service (1544 Mbps)
14.73.1 Type | DS| Service
et 5
we tleage 5200
(Fixed)
Intcroflice Channcl Milcags 51355
(Per Mile)
Noarecurming Instalistion Rate £525
ISSUED: EFFECTIVE:
Issued By: Themnas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L1.C
1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14732

Type 1l DSI1 Service

{Fixed)

Rate

tleage

Interoffice Channel Milcage

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LL(
1450 Infinite Drive
Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. |
ORIGINAL PAGE NO 57

LOCAL EXCHANGE SERVICE

SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14.7.4 DS3 Hub Service

This service consists of up to 28 DS 1(1.544 Mbps) digital channels, which are aggregated
1 a Level 3 Hub onto a standard DS3 circuit with Interoffice Milcage and End Link
Access Charges st the terminating end. There is a minimum |-year service period for
each DS3 Hub Service.

Service

Configuration
DS3 Channel between a Customer Location
and a Level 3 Gateway

DS3 Hub Port (@ Level 3 Gateway
End Link Access Charge

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communicatioas, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

LN = =

14.7.5 Channelized D53 Service

This service consists of 28 DS| (1.544 Mb ps) digital channels which connect two client
locations each utilizing Channelized D53 Service. The connection will be rated as a
standard D53 circuit and at both ends. There is a minimum |-year service period for
each High Capacity DS! Service.

P oS

Service Nom- Moathly Recarring
Coaligaration Recurring

1Yr.
Twenty Eight (28) DS15 between two Standard DS3 Rate Schedule
Customer i

Digital Channels @ Both Customer Locations No incremental No incremental

charge charge

EFFECTIVE:

Ihomas C. Stortz, Senior Vice President, General Counsel, and Secretary
l.cvel 3 Communications, LLC

1450 Infinite Drive

| vuisville, CO 80027
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14 - ACC SERVICES (CONT'T

14.7.6 DS0 Service

14761 Basic Type | DSO Service

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Lousville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14.7.7 DS1 Hub Service

This service consists of up to 24 DSO0 digital channels, which are aggregated at a Level 3
Gateway onto a standard DS circuit with Interoffice Mileage at the terminating end.
There is a minimum | year service period for each Hubbed DS1 Service,

Standard Moathly Recurring
Rate Noa-

Elementa Recurring
DS1 Channel between Customer Applying appropriate DS1 Standard DS| Rate Schedule
location and a Level 3 Gateway Nonrecurring Charge
DST Hub @ Level 3 Gateway N/A $500
DS0 End Link Apply appropriate DSO0 Standard DSO Rate
Nonrecurring Charge Schedule

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counse!l, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14.7.7.1 Channelized DS1 Service

Service Component
Milecage Charge

64 Kbps x N(N>1)

| Design Changes end Reinstallation

EFFECTIVE:

Thomas C. Stortz, Senior Yice President, General Counsel, and Secretary
Level 3 Communications, LL.C

1450 Infinite Drive

Louisville, CO 80027
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SECTION 15 - SPECIAL ARRANGEMENTS

15.1

Individual Case Basis (ICB) Arrangements

Arrangements will be developed on a case-by-case basis in response 1o a bona fide request from a
Customer or prospective Customer to develop a competitive bid for a service offered under this
tarifl. Rates quoted in response 1o such competitive requests may be different than those
specified for such services in this tariff. ICB mates will be offered to the Customer in writing and
on a nondiscriminatory basis.

ICBs will be filed with the Communications Division of the Commission.

Promotional Programs

The Company may make promotional offerings of its tariffed services which may include
reducing or waiving applicable charges for the promoted service. Mo individual promotional
offering will exceed six months in duration, and any promotional offering will be extended on a
not-discriminatory basis to any Customer similarly classified who requests the specific offer.

At the Company’s option, 2 letter outlining the promotion may be filed with the Commission Staff
in licu of filing language in the tariff.

1al Assembl

The Company may provide a unigue intrastate service armangement for a Customer where no

tarif%ed services exists for the service. The unique service can be provided via a Special
Assembly.

The Company will file the Special Assembly including the contract terms, conditions and rates by
letter with the Communications Division.

Special Construction

Subject to the agreement of the Company and to all of the regulations contained in the tariffs

of the Company, special construction and special amangements may be undertaken ona
reasonable efforts basis at the request of the Customer. Special arrangements include any service
or facility relating to a regulated telecommunications not otherwise specified under tariff, or for
the provision of service on an expedited basis or in some other manner differcat from the normal
tariff conditions. Special construction is that construction undertaken:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Lowsvilie, CO 80027
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LOCAL EXCHANGE SERVICE

SECTION 15- SPECIAL ARRANGEMENTS (CONT'D)

15.4.1 where facilitics are not presently available, and there is no other requirement for the
facilities so constructed;

1542 of a type other than that which the Company would norsaally utilize in the furnishing of
its services;

1543 over a route other than that which the Company would normally utilize in the fumishing
of its services;

15.4.4 in a quantity greater than that which the Company would normally construct;
154.5 on an expedited basis;

154.6 on atemporary basis until permanent facilitics are available;

154.7 involving abnormal costs; or

1548 in advance of its normal construction.

Basis for Charges

Where the Company fumishes a facility or service on a special construction basis, or eny service
for which a rate or charge is not specified in the Company's tariffs, charges will be based on the

costs incurred by the Company and may include, (1) nonrecurring type charges: (2) recurring type
chargrs, (3) termination liabilities; or (4) combinations thereof. The agreement for special
coestroction will ordimarily include a minimum service commitment based upon the estimated
service life of the facilities provided.

Basis for Cost Computation

The costs referred to in Section 15.4 preceding may include one or more of the following items to
the extent they are applicable:

15.6.1 installed costs of the facilities to be provided including estimated costs for the
rearmangements of existing facilities. Installed costs include the cost of:

15.6.1.1 equipment and materials provided or used,
156.1.2 engineering, labor and supervision,
15.6.13 transportation,

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Coenmunications, LLC

1430 Infinite Drive

Lowssville, CO 80027
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SECTION 15 - SPECIAL ARRANGEMENTS (CONT'D)

15614 rights of way, and
156.1.5 any other item chargeable to the capital account;
1562 somual charges including the following:
15621 cost of maintenance;
15622 depreciation on the estimated installed cost of any facilities provided,
based on the anticipated useful service life of the facilities with an
appropriate allowsnce for the estimated net salvage;

15623 administration, taxes and uncollectible revenue on the basis of reasonable
average costs for these items;

15624 any other identifiable costs related to the facilities provided; and

15625 an amount for return and contingencics.
15.7 Termination Liability

To the extent that there is no other requirement for use by the Company, the Customer may have
a termination liabality for facilitics specially constructed at the roquest of the Customer, if and
only if such hability is clearly staied in a written agreement between the Company and the
Customer.

15.7.1 The maximum termination liability is equal to the total cost of the special facility as
determined herein, adjusted to reflect the redetermined estimate net salvage, including
any reuse of the facilitics provided.

The maximum termination lisbility shall be divided by the original term of service
contracted for by the Customer (rounded up to the next whole number of months) to
determine the monthly liability. The Customer’s termination liability shall be equal io this
mrathly amount multiplied by the remaining unexpired term of service (rounded up to
th pext whole number of months), discounted to present value at six percent (6%), plus
spplicable taxes.

Term

The minimum term for any Level 3 Communications, LLC dedicated access service shall not be
less than one (1) vear, unless otherwise agreed (o by the Company. The Customer and (' ompany
may agree to longer minimum terms for particular services.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loursville, CO 80027
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LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Title Page

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

TARIFF SCHEDULE APPLICABLE TO
INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
WITHIN THE STATE OF SOUTH DAKOTA
BY
LEVEL 3 COMMUNICATIONS, LLC

Thas tarifT applics 1o the Intrastsie Interexchange Telecommunications Services furnished by
Level 3 Commumications, LLC (“Level 3™ or “Company™) between one or more points in the State of
South Dakota. This tariff is on file with the South Dakota Public Utilities Commission, and copies may
be inspected, during normal business bours, at Level 3's principal place of business, 1450 Infinite Drive,
Louzsville, Colorado 30027.

Issued by:

Thomas C. Stortz
Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Loutsville, CO 80027
(303) 926-3000

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Sccrotary
Level 3 Communications, LLC

1450 lafinite Drive

Lowigville, CO B0027
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I'homas C. Stortz, Senior Vice Pressdent, General Counsel, and Secretary
l.evel 3 Communications, LLC

I 430 Infinite Drive
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LEVEL 3 COMMUNICATIONS, LLC

SOUTH DAKOTA PUC TARIFF NO. 2

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
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ISSUED:
Thomas C. Siortz, Seaior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinrte Drive

Loursville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 3

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

TABLE OF CONTENTS (CC 1T'D)

SECTION 6 - CANCELLATION OF SERVICE .......... i NNEO P, SRPOTIL DO SO . 1 |
SECTION 7 - NOTICES AND COMMUNICATIONS .. i 2 EEETT RN, . |
SECTION 8 - CUSTOMER EQUIPMENT AND CHANNELS ... cceccssmmscemmmcssmsssssessmmsssrassssss £
5.1 General Pl L b i s SO
8.2 Station hq-ut._......._....._......A........_.... P S s et
5.4 Tests and Adjustments.... LY B TPy~ o —— 30
L5 inspections e SN
SECTION 9 - mammmmmsmsmwcsﬂ ..... 31
9.1 General o S e 31
9.2 No credat allowance will be made for ... i 32
SECTION 10 - mmmmnmnmmm .................... 33
10.1 Special Construction.... i SO ) |
102 Basis fior Charpes i Rl P et 33
103 Besis for Cost Computstion = e Sy 3z
10.4 Termimation Liability R— _ |
SECTION 11 - TEMPORARY PROMOTIONAL PROGRAMS 36
12.1 General I 7
Iquﬂﬁuphll:-*T:h:_mswrm IS NSRRI~ 5 |
123 Minimam Call Completion Rate SRS )
SECTION 13 - DESCRIPTION AND RATES FOR OPERATOR SERV!CES e
13.1 Uperstor Assisted Service o it 3z
132 Rates for Operator Assisted Sexvice. .. .. - i3
13.3 Directory Assistance, SO — - |
SECTION 13 - DESCRIPTION AND RATES FOR OPERATOR SERVICES (CONTD)......... -39
SECTION 14 - DESCRIPTION AND RATES FOR MESSAGE TELECOMMUNICATIONS
BERVIEE v i S s bk TN 40
14.1 Description ... i N — 0
142 Message Telecommusications Serviee . . . M
SECTION 15 - SPECIAL ARRANGEMENTS . W]

15.1 Special Senvice Arrangements. - ———— 41
15.2 Noa-Standerd Offerings ... .ccomssirecsssemcsrmsisnnas e ——

ISSUED: EFFECTIVE:

Lssed By Thomas C. Stortz, Semior Vice Presadent, General Counsel, and Secretary
Level 3 Commumications, LLC
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

EXPLANATION OF SYMBOLS

The following symbols shall be used in this tariff for the purposes indicated below,
(C)  Tosignify changed listing, rule, or condition which may affect rates or charges.
(D)  To signify discontinued material, including listing, rate, rule or condition.
()  To signify an increase.

(L)  Tosignify material relocated from or to another part of tariff schedule with no
change in text, rate, rules or conditions.

(N)  To signify new materials including listing, rate, rule or condition.

To signify reduction.
To signify change in wording of text but not change in rate, rule or condition.

EFFECTIVE:

Thomas C. Stortz, Semior Vice President, General Counsel, and Secretary
Level 3 Communications, L1LC

1450 Infinite Drive

Loursville, CO 20027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

APPLICATION OF TARIFI

This TariiT contains the regulations and rates applicable 1o intrastate tclecommunications services
provided by Company to Customers for telecommunications between points within the State of south
Dekota. Company's services are furnished subject 10 the availability of facilities and subject to the terms
and conditions of this TanifT.

The rates and regulations contained in this TarifT apply only to the services fumished by Company and do
not apply, unless otherwise specified, to the lines, facilities, or services provided by a local exchange
telophone company or other common carrier for use in accessing the services of Company.

The Customer is entitled 10 limit the vse of Company's services by end users at the Customer's facilities,
and may wse other common carriers in addition to or in lieu of Company.

EFFECTIVE:

Thomas C. Stortz, Senior Vice Pressdent. General Counsel, and Secretary
Level 3 Communications, LLC

1450 infinite Drive

Lousville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 1 - DEFINITION OF TERMS

Certain terms used generally throughout this tanifT for Communications Service of this Company are
defined below.
Advance Payment: Part or all of 2 payment required before the start of service.

Authorized User: A person, firm or corporation which is authorized by the Customer to
be connected to the service of the Customer.

Commission: South Dakota Public Utilities Commission.
Company: Level 3 Communications, LLC, the issuer of this tariff.

Customer: The person, firm or corporation which purchases service and is responsible
for the payment of charges and compliance with the Company’s regulations,

LATA: A Local Access and Transport Area established pursuant to the Modification of
Final Judgement entered by the United States District Court for the District of Columbia
in Civil Action No. 82-0192; or any other geographic area designated as a LATA in the
National Exchange Carrier Association, Inc. Taniff F.C.C. No. 4.

Major Service Interruption: An interruption of Customer service due 1o the Company's
negligence or due 1o its noncompliance with the provisions of this tariff,

Operator Dialed: Applies a surcharge to operator station, person-to-person, station
collect, person collect and third party rated calls when the Customer has the capacity of
dialing all the digits necessary to comiplete a call, but elects to dial only the appropriate
operator code and requests the operator 1o dial the called station.

Jumber, although the capability to do it himself exists. The end user will dial "0" for
local calls and 00" for long distance calls and then requests the operator to dial the called
station

Person-to-Person: A service for which the person originating the cail specifies to the
company operalor a particular person’s mobile station, department, extension or office to
be reached. [f the called party is unavailable and the calling party requests or agress o
speak (0 a party other than the party initially specified, the call is still billed a person-to-
person call.

Premises: The space occupied by a Customer or Authorized User in a bulding or
buildings or contiguous property (except railroad rights-of-way, ctc.) not scparated by a
highway

EFFECTIVE:

Thomas C, Stortz, Senior Vice President, General Counsel, and Secretary
Lesel 3 Communications, LLC

1450 Infinite Drive

Lowsville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 1 - DEFINITION OF TERMS (CONT'D)

Recurring Charges: The monthly charges 1o the Customer for services, facilities and
equipment, which continue for the agreed upon duration of the service.

Station-to-5tation: Refers to calls other than Person-to-Person calls billed 1o erther the
end user's commercial credit card and/or non-proprictary calling card. Calls may be
dialed with or without the assistance of a Company operator. Collect calls 10 com
telephones and transfers of charges 1o third telephones which are coin iclephones will not
be accepled.

Service Commencement Date: The first day following the date on which the Company
notifics the Customer that the requested service or facility is available for use, unless
extended by the Customer’s refusal io accept service which does not conform 1o standards
set forth in the Service Order or the tariffs of the Company, in which case the Service
Commencement Date is the date of the Customer’s acceptance, The Company and
Customer may mutually agree on a substitute Service Commencement Date

Service Order: The writien request for Company Services submitted by the Customer in
the format devised by the Company. The signing of a Service Onder by the Customer and
acceptance by the Company initiates the respective obligations of the partics as set forth
herein and pursuant to the tariffs of the Company, but the duration of the service is
calculated from the Service Commencement Date.

User: A Customer or any other person authorized by a Customer to use service provided
1o the Customer under a Level 3 Commaunications, LLC tanfT.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretany
| evel 3 Commumications, LLC

1450 Infinite Drive

L vaniswille, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 2 - UNDERTAKING OF THE COMPANY

21 General

2.1.1 The Company docs not undertake to transmil messages but offers the use of its facilities
for the transmission of communications.

212 Customers and Users may use services and facilities provided under the tariffs of the
Company to obtain access to services offered by other companies. The Company is
respunsible for the services and facilities provided under its tariffs, and for its unregulated
services provided pursuant to contract, and it assumes no respoasibility for amy service
{whether regulated or not) provided by any other entity that purchases access to the
Company network in order (o originate or terminate such entity’s own services, or 1o
communicate with such entity’s own customers.

The Company shall have no respoasibility with respect to billings, charges or disputes
related 10 services used by the Customer which are not included in the services herein

including, without limitation, any local, regional or long distance services not offered by
the Company. The Customer shall be fully responsible for the payment of any bills for
such services and for the resolution of any disputes or discrepancies with the service

provader.

Description of Service

Level 3 Communications, LLC Service consists of any of the services offered pursuant to this
tarifT, either individually or in combination. Each service is offered independent of the others,
unless otherwise noted. Service is offered via the Company's facilities or in combination with
transmission facilities provided by other certificated cammiers.

Appuscation for Service

Customers desiring to obtain Level 3 Communications, LLC Service must complete the
Company's standard service order form(s).

Shortage of Equipment or Facilities

The Company reserves the right to limit or to allocate the use of existing facilities, or of
additional facilities offered by the Company, when necessary because of lack of facilities,
or due to some other cause beyond the Company's control, on a nondiscriminatory basis.

The furnishing of service under the taniffs of the Company is subject to the availability on
a contmuing basis of all the necessary facilitics and is limited 1o the reasonable capacity
of the Company's facilitics as well as facilities the Compa:y may obtain from other

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 50027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 1 - UNDERTAKING OF THE COMPANY (CONT'D)

carriers to fernish service from time (o time as required at the sole discretion of the
Company.

Terms and Conditions

25.1 Service shall be provided and billed on the basis of a minimum period of at least one
mooth.

252 Customers may be required to enter into written service orders which shall contain or
reference a specific description of the service ordered, the rates to be charged, the
duration of the services, and the terms and conditions in the tariffs of the Company.
Customer will also be required 10 execute any other documents as may be reasonably
requested by the Company.

Al the expiration of the initial term specified in each Service Order, or in any extension
thereol, service shall coatinue on & month to month basis at the then current rates unless
terminated by cither party. Any termination shall not relieve Customer of its obligation to
pay any charges incurmed under the service order and the tariffs of the Company prior to
terminstion. The rights and obligations which by their nature extend beyond the
termination of the term of the service order shall survive such termination.

In any action between the parties 1o enforce any provision of the tariffs of the Company,
the prevailing party shall be entitled to recover its legal fees and coun costs from the non-
prevailing party in addition to other relicl a court may award.

255 The tariffs of the Company shall be interpreted and governed by the lsws of the State of
South Dakota without regard for its choice of laws provision.

Liability of the Company

26.1 The liability of the Company for damages arising out of the furnishing of its Services,
including but not limsied to mistakes, omissions, interTuptions, delays, or ermors, or other
defects, ropresenatations, or use of these services or arising out of the failure to furnish the
service, whether caused by acts or omissions, shall be limited to the extension of
allowances for intcrraption as set forth in Section 9.0, following. The extension of such
allowances for interruption shall be the sole remedy of the Customer and the sole liability
of the Company. The Company will not be liable for any direct, indirect, incidental,
special, consequential, exemplary or punitive damages to Customer or User as a result of
any Compamy service, equipment or facilitics, or the acts or omissions or negligence of
the Company, Company's employces of agents.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

62 The Company shall not be liable for any delay or fzilure of performance or equipment
due to causes beyond its control, including but not limited 10: acts of God, fire, flood,
explosion or other catastrophes; any law, order, regulation, direction, action, or request of
the United States Government, or of any other government, including state and local
governments having or claiming jurisdiction over the Company, or of any department,
agency, commission, bureau, corporation, or other instrumentality of any one or more of
these federal, state, or local governments, or of any civil or military authority, national
emergencics, inswrections, riots, wars, unavailability of rights-of-way or materials, or
strikes, lockouts, work stoppages, or other labor difficultics.

The Company shall not be liable for any act or omission of any entity furnishing to the
Company or to the Company’s Custorners or Users facilities or equipment used for or
with the services the Company offers.

The Company shall not be liable for any damages or losses due to the fault or negligence
of the Customer or User or due to the failure or malfunction of Customer or User-
provided equipment or facilities.

The Company docs not guarantee nor make any warranty with respect to installations it
provides for use in an explosive atmosphere. The Customer shall indemnify and hold the
Company harmlcss from any and all loss, claims, demands, suits, or other action, or any

liability whatsoever, whether suffered, made, instituted, or asserted by any other party or
person(s), and for any loss, damage, or destruction of any property, whether owned by the
Customer or others, caused or claimed to have been caused directly or indirectly by the
instal lation, operation, failure (0 operate, maintenance, removal presence, condition,
location, or use of any installation so provided.

. x Company reserves the right to require each Customer 1o sign an agreement

acknowledging acceptance of the provisions of this paragraph 2s a condition precedent to
such installations.

The Company is not liable for any defacement of or damage to Customer or User
premises resulting from the fumishing of services or cquipment on such premises or the
installation or removal thereof, unless such defacement or damage is caused by
negligence or willful misconduct of the Company’s agents or employees.

The entire liability for any claim, loss. damage or expense from any cause whatsoever
shall in no event exceed sums actually paid the Company by Customer for the specific
services giving rise to the clarm. No action or proceeding against the Company shall be
commenced more than one year after the service is rendered, or as required by South
Dakota Law.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
L.evel 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

2.69 The Company shall not be liable for any damages or losses duc to the fault or negligence
of the Customer or due to the failure or malfunction of Customer provided equipment or
facilities.

The Company shall not be lisble for any damages resulting from delays in meeting any
service dates due to delays resulting from normal construction procedures. Such delays
shall include, hlnolbehmﬁadto.dehysmobummgnecumyreguhmywmh for
construction, delays in obtaining right-of-way approvals and delays in actual construction
work.

The Company shall not be liable for any damages whatsoever to property resulting from
the installation, maintenance, repair or removal of equipment and associated wiring
unless the damage is caused by the Company’s willful misconduct or negligence.

THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS,
EXPRESS OR IMPLIED EITHER IN FACT OR BY OPERATION OF LAW,
STATUTORY OR OTHERWISE, INCLUDING WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE, EXCEPT
THOSE EXPRESSLY SET FORTH IN ITS TARIFFS.

The Company shall not be liable for any damages whatsoever associated with service,
facilities, or equipment which the Company does not furnish or for any act or omission of
Customer or any other entity fumishing services, facilities or equipment used for or in
conjunction with Level 3 Communications, LLC.

Notification of Service-Affecting Activities

To the extent possible, the Company will provide the Customer reasonable notification of service-
affecting activitics that may cccur in normal operation of its business. Such activities may
include, but are not limited to, equipment or facilitics additions, removals or rearrangements and
routine preventalive maintenance. Gmm.lly. such activities are not specific 1o an individual
Customer but affect many Customers' services. No specific advance notification period is
applicable to all service activities. The Company will work cooperatively with the Customer to
determine the reasonable notification requirements. With some emergency or unplanned service-
affecting conditions, such as an outage resulting from cable damage, notification to the Customer
may not be possible.

Provision of Equipment and Facilities

2.8.1 Al services along the facilities between the point identified as the Company's origination
point and the point identificd as the Company’s termination point will be furnished by the
Company, its agents or contractors.

EFFECTIVE:

Ihomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

L.ouisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

2.82 The Company may undertake to use reasonable efforts to make available services w a
Customer on or belore a particular date, subject to the provisions of and compliance by
the Customer with, the regulations contained in this tanifT.

283 The Company undertakes to use reasonable efforts to maintain only the facii.ties and
equipment that it furnishes to the Customer. The Customer or Authorized
User may not, nor may they permit others to, rearrange, disconnect, remove, attempt to
repair, or otherwise tamper with any of the facilities or equipment installed by the
Company, except upon the written consent of the Company.

284 Equipment the Company provides or installs at the Customer’s premises for use in
connection with the services the Company offers shall not be used for any purpose other
than that for which the Company provided the equipment.

285 The Customer shall be respansible for the payment of service charges as set forth herein
for visits by the Company’s agents or employees to the premises of the Customer or
Authorized User when the service difficulty or trouble report results from the use of
equipment or facilities the Customer or Authorized User provided.

286 The Company shall not be responsible for the installation, operation, or maintenance of
any Customer provided communications equipment. Where such equipment 15 connected
to the facilities furnished pursuant to this tarifT, the responsibility of the Company shall
be limited to the fumnishing of facilities offered under this tariff and to the maintenance
and operation of such facilities; subject 1o this responsibility the Company shall not be
responsible for:

2.8.6.1 The transmission of signals by Customer provided equipment or for the quality
of, or defects in, such transmission; or

2.8.6.2 The reception of signals by Customer provided equipment. The Customer or
Authorized User is responsible for ensuring that Customer provided equipment
connected 1o Company equipment and facilities is compatible with such
Company equipment and facilities. The magnitude and character of the voltages
and currents impressed on Company provided equipment and wiring by the
conneclion, operation, or maintenance of such equipment and wiring shall be
such as not to cause damage to the Company provided equipment and wiring or
injury Lo the Company’s employees or to other persons. Customer will submit to
Company & complete manufacturer's specification sheet for each item of
equipment that is not provided by the Company a-d which shall be attached to
the Company's facilitics. The Company shall approve the use of such item(s) of
equipment unless such item is technically incompatible with Company’s
facilitics. Any additional protective, equipment

ISSUED: EFFECTIVE.

Issued By Thomas C. Stor'z, Senior Vice President, General Counsel, and Secretany
Level 3 Communications, LLC
1450 Infinite Drive

Lowsville, CO 80027
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required to prevent such damage or injury shall be provided by the Company at
the Customer's expense.

2.8.63 Any special interface equipment necessary to achieve compatibility between the
facilitics and equipment of the Company used for furnishing Level 3
Communications, LL.C services and the channels, facilities, or equipment of
others shall be provided at the Customer's expense.

2864 Level 3 Communications, LLC may be connected to the services or facilities of
other communications carriers only when authorized by, and in accordance with,
the terms and conditions of the taniffs of the other communications carrier which
are applicable to such connections.

Nonroutine Installation

At the Customer’s request, installation and/or maintenance may be performed outside the
Company’s regular business hours and/or in hazardous locations. In such cases, charges based on
cost of the actual labor, material, or other costs incurred by or charged to the Company will apply.
If installation is started during regular business hours but, at the Customer’s request, extends
beyond regular business hours into time periods including, but not limited to, weekends, holidays,

and/or wight hours, additional charges may apply.

Orwnership of Facilities

Title to all facilities provided in accordance with the tarifTs of the Company remains with the
Company, its agents or contractors. The Customer shall not have, nor shall it assert, any right,
title or interest in all the fiber optic or other facilities and associsted equipment provided by the
Company hereunder.

Optional Rates and Information Provided to the Public

The Company will promptly advise Customers who may be affected of new, revised or optional
rates applicable to their service. Pertinent information regarding the Company’s services, rates
and charges shall be provided directly to Customers, or shall be available for inspection at the
Company'’s local business address. If required by the South Dakota Public Utilities

Commission, the Company will cause to have published a notice of its intention to charge its
rates, tolls, charges, rules and regulations in one or more newspapers in circulation in the affected

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretany
Level 3 Communications, LLC

1450 Infinite Drive

Lousville, CO 80027
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2.12

Continuity of Service

In the event of prior knowledge of an interruption of service for a period exceeding one day, the
Customers will, if feasible, be notified at least one week in advance.

Govemnmental Authorizations

The provision of services is subject to and contingent upon the Company obtaining and retaining
such approvals, consents, governmental authorizations, licenses and permits, as may be required
or be deemed necessary by the Company. The Company shall use rezsonable efforts to obtain and
keep in effect all such approvals, consents, authorizations, licenses and permits that may be
required to be obtained by it The Company shall be entitied to take, and shall have no lisbility
whatsocver for, any action necessary 1o bring the Services into conformance with any rules,
regulations, orders, decisions, or directives imposed by the Federal Communications Commission
or other applicable agency, and the Customer shall fully cooperate in and take such action as may
be requested by the Company to comply with any such rules, regulations, orders, decisions, or
directives.

Operator Service Requirements

2.14.% Company provided intrastate operator assisted communications services will observe the

following requirements:

2.14.1.1 Identify itself at the time the end-user accesses its service.

2.14.12 Upon request, quote all rates and charges for its services 1o the end-user
accessing its system
21413 Arrange 1o have posted in plain view at each telephone location which

sutomatically accesses the Company's operator service network and
where its services are made available 1o the public or tansient end-users:

2.14.13.1 the Company's operator servioe name and address;

2.14.132  bill and service dispute calling information including the

operator sen ice provider's dispute resolution phone
number;

2.14.133 clear and specific instructions informing the end-user

how to access a local exchange telephone company
operator as an alternative svailabile to the end-user; and

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretany
Level 3 Communications, LLC

1450 Infinite Drive

Loursville, CO B0027
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2.14.134 notice concerning ‘ny and all amounts to be billed by the
Company’s operator services on behalf of any host
location or third party which will appear on the operstor
service provider's bill for services rendered.

In instances when the Company is unable to complete the call and it
requires transfer to another telephone corporation which may affect the
rates and charges applicable to the telephone bill, inform the caller of the
transfer and its possible effect on the applicable rates and charges, before
any charges are incurred.

In the case of such transfer, the telephone corporation or provider to
which the call is transferred shall identify itself and inform the caller of
the transfer's effect on the applicable rates and charges, before any
charges are incurred.

The Company will comply with the following provisions:

2.142.1 Providers of intrastate operator assisted communications services shall
not take any action or enter into any arrangement which restricts end-
users sclection among competing interexchange telephone corporations
or end users access (o competing providers of intrastate operator assisted
communications services, or pay &ny commissions or other
compensation to any entity engaged in such action or armangement.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loaisville, OO 80027
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EN | General

The Customer shall be responsible for:

3.1.1 the payment of all applicable charges pursuant to the tariffs of the Company;

damage to or loss of the Company’s facilities or equipment caused by the acts or
omissions of the Customer or of any Uses; or by the noncompliance by the Customer or
any User with these regulations; or by fire or thefi or other casualty on the Customer’s or
any User's Premises, unless caused by the negligence or willful misconduct of the
employees or agents of the Company;,

providing at no charge, as specified from time to time by the Company, any needed
personnel, equipment space and power to operate the Company facilities and equipment
installed on the premises of the Customer or any User; and the level of heating and air
conditioning necessary to maintain the proper operating environment on such premises;

any and all costs associated with obtaining and maintaining of the rights-of-way from the
point of entry at the Customer's location to the termination point where service is finally
delivered to the Customer, including, but not limited to, the costs of installing conduit or
of altering the structure to permit installation of Company provided facilities. The
Customer’s use of such rights-of-way shall in all respects be subject to the terms,
conditions and restrictions of such rights-of-way and of agreements between the
Company and such third parties relating thereto, including without limitation, the
duration applicable to and the condemnation of such rights-of-way, and shall not be in
violation of any applicable govemnmental ordinance, law, rule, regulation or restriction.
Where applicable, the Customer agrees that it shall assist the Company in the
procurement and maintenance of such right-ol-way. The Company may require the
Customer to demonstrate its compliance with this section prior 1o accepting an order for
BCTVICE,

providing a safe place to work and complying with all laws and regulations regarding the
working conditions on the premises at which the Company’s employees and agents shall
be installing or maintaining the Company’s facilitics and equipment. The Customer may
be required to install and maintain the Company’s facilities and eqripment within a
hazardous arca if, in the Company’s opinion, injury or damage to the Company's
employees or property might result from installation or maintenance by the Company;

the Customer shall be responsible for identifying, monitoring, removing and disposing of
any hazardous material (e.g. friable asbestos) prior to any construction or installation
work;

EFTECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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3.1.7  complying with ail laws and regulations applicable to, and obtaining all consents,
approvals, licenses and permits as may be required with respect to, the location of the
Company's facilities and equipment in any Customer or User premises or the rights-of-
way for which Customer is responsible under section 3.1.4; and granting or obtaining
permission for the Company’s agents or employees to enter the premises of the Customer
or any User at any time for the purpose of installing, inspecting, maintaining, repairing,
or upon termination of service as stated herein, removing the facilities or equipment of
the Company;

not creating or allowing to be placed any liens or other encumbrances on the Company’s
equipment or facilities; and

making the Company’s facilitics and equipment available periodically for maintenance
purposes at a time agreeable to both the Company and the Customer. No allowance will
be made for the period during which service is interrupted for such purposes.

Prohibited Uses

321  The services the Company offers shall not be used for any unlawful purpose or for any
use a3 to which the Customer has not obtained all governmental approvals,
suthorizations, licenses, consents and permits required to be cbtained by the Customer
with respect thereto.

The Company may require applicants for service who intend to use the Company’s
offerings for resale and/or for shared use to file a letter with the Company confirming that
their use of the Company’s offerings complies with relevant laws and Commission

The Company may, without obtaining any further consent from the Customer, assign any
rights, privileges, or obligations under this tariff. The Customer shall not, without prior
written consent of the Company, assign, transfer, or in any other manner dispose of, any
of its rights. privileges, or obligations under this tariff, end any attempt to make such an
assignment, transfer, disposition without such consent shall be null and void.

The Company may require a Customer to immediately shut down its transmission of
signals if said transmission is causing interference to others.

A Customer may not use the services 50 as to interfere with or impair service over any
facilitics and associated equipment, or 0 as to impair the privacy of any communications
over such facilities and associated equipment.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO R0027
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326

ke By

Claims

With

Customer use of any resold service obtained from other service providers shall also be
subject to any applicable restrictions imposed by the underlying providers.

A Customer or Authorized User shall not represent that its services are provided by the
Company, or otherwisc indicate 10 its customers that its provision of services is jomntly
with the Company, without the written consent of the Compeny. The relationship
between the Company and Customer shali not be that of partners or agents for one or the
other, and shall not be deemed 1o constitute a partnership or agency agreement.

A Customer shall not use any service mark, trade mark or trade name of Company or

refer to Company in connection with any product, equipment, promotion or publication
of the Customer without the approval of Company.

to any service or facility provided by the Company, Customer shall indemnify,

respect
defend and hold harmless the Company from and against all claims, actions, damages, lisbilities,
costs and expenses, including reasonable attorneys’ fees for:

a1

any loss, destruction or damage to property of the Company or any third party, or the
death or injury to persons, including, but not limited to, employees or invitees of either
party, to the extent caused by or resulting from the négligent or intentional act or
omission of the Customer or User or their employees, agents, representatives or invitees;

any claim, loss, damage, expense or liability for infringement of any copyright, patent,
trade secret, or any proprictary or intellectual property right of any third party, arising
from any act or omission by the Customer or User, including, without limitation, use of
the Company’s services and facilities in a manner not contempiated by the agreement
between Customer and the Company; or

zny claim of any nature whatsoever brought by a User with respect to any matter for
which the Company would not be directly liable to the Customer under the terms of the
applicable Company tariff.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communicatiens, LL.C

1450 Infinite Drive

Louisville, CO 80027
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4.1 Payment for Service

The Customer is responsible for the payment of all charges for facilities and services furnished by
the Company to the Customer and to all Users authorized by the Customer, regardless ol whether
tisose services are used by the Customer.

Billing and Collection of Charges

4.2.1 Noarecurring charges are due and payable within 30 days as indicated on the due date on
an invoice received by Customer from the Company.

Customers will only be charged once, on either an interstate or intrastate basis, for any
nonrecurting or usage based charges.

The Company shall present invoices for Recurring Charges monthly to the Customer, in
advance of the month in which service is provided, and Recurring Charges shall be due
and payable within 30 days as indicated on the due date of the invoice.

Charges based on usage will be included on the next invoice rendered following the end
of the billing cycle in which the usage occurs, and will be due and payable within 30 days
as indicated on the nvoice due date,

When service does not begin on the first day of the month, or end on the last day of the
month, the charge for the fraction of the moath in which service was furnished will be
calculated on a pro rata basis. For this purpose, every month is considered to have 30
days.

Billing of the Customer by the Company will begin on the Service Commencement Date,
which is the first day following the date on which the Company notifies the Customer
that the service or facility is available for use, except that the Service Commencement
Date may be postponed by mutual agreement of the parties, or if the service or facility
does not conform to standards set forth in the tanils of the Company or the Service
Order. Billing accrues through and includes the day that the service, circuit, arrangement
or component is discontinued.

With respect to Customers, if any portion of the payment is received by the Company
afier the date due, or il any portion of the payment is received by the Company in funds
which are not immediately available, then a late payment penalty shall be due to the
Company. The late payment penalty shall be the portion of the payment not received by
the date due, net of taxes, not compounded, multiplied by a monthly late factor of 1.5%.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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428

For any check returned to the Company due to insufficient funds, uncollected funds, or
closed account, Customer will be assessed a $25.00 fee per check returned.

Advance Payments

43.1

To safeguard its interests, the Company may require a Customer to make an Advance
Payment before services and facilities are fumished. The Advance Payment will not
exceed an amount equal to the nonrecurring charge(s) and the first month's estimated
usage and recurring charges for the service or facility. In addition, where special
construction is involved, the Advance Payment may also include an amount equal to the
estimated nonrecurring charges for the special construction and recurring charges (if any)
for a period to be set between the Company and the Customer, The Advance Payment
will be credited to the Customer’s initial bill and may be required in addition to a deposit.

A customer whose service has been discontinued for nonpayment of bills will be required
to pay the unpaid balance due Company and may be required to pay reconnect charges.

Deposits

The Company may, in order to safeguard its interests, require an applicant to make a
suitable deposit to be held by the Company as a guaraniee of the payment of charges.

A deposit will be required under the following conditions:

4.4.2.1 Applicant does not have verifiable credit with any Level 3 Communications,
LLC affiliate anywhere within the region in the same of similar business; or

4.42.2 Applicant has had previous verifiable service with any Level 3 Communications,
LLC afTiliate anywhere within the region but has an outstanding and unpaid bill
for service; or has not established satisfactory credit. Satisfactory credit for an
service customer is defined as twelve consecutive months of service without a
suspension of service for nonpayment or with no more than one notification of
intent to suspend service for nonpayment as well as a positive credit review.

An initial deposit or an additional deposit will be required of an existing customer when
high risk is indicated and existing security is insufficient. Such requirement will be

ISSUED:

Issued By

EFFECTIVE:

Thomas C Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville. CO 80027
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]

imposed when a payment history includes a suspension of service for nonpayment during
the previous twelve month period or when a current credit review is unsatisfactory.

OOr =

The Company reserves the right to provide for installment payment of the deposit if the
circumstances warrant,

Any deposit required of an existing Customer is duc and payable within ten days afler the
requirement is imposed, This requirement shall be in writing and the payment date shall
be on or after the due and payable date for the current bill. If said depesit or installment
thereof, as appropriate, is not paid within the aforementioned time frame, the Company
mazy suspend service of the Customer without further aotice. The following are
exceptions to this provision:

4.4.5.1 Inthe event service is suspended for a Customer for nonpayment, an initial or
additional deposit shall be required prior to the restoration of service if existing
security is insufficient.

4.45.2 In the event prior indebtedness or prior unsatisfactory credit has been determined
subsequent to the initial establishment of service due to misrepresentation of the
facts by the Customer, a deposit shall be due and payable within five days upon

verbal notification and written confirmation or within ten days when notification
can only be provided in writing. The ten day period shall be measured from the
mailed date of the written notice, If said deposit is not paid within the
aforementioned time frame, the Company may suspend service to the Customer
without further notice.

All applicants and existing Customers shall be treated uniformly for the determination
and application of deposits. The amount of the deposit shall be in compliance with SD
TSR Section 20:10:08:06.

When it is determined that a deposit is required under the conditions specified above, the
applicant or Customer may, in lieu of or in addition to making the deposit, arrange for an
acceptable third party to guarantee payment of his charges by executing on his behalf a
Guarantee of Payment Agreement with the Company. An acceptable third party guarantor
for service 15 a current non residential customer with at least two years continuous
service, whose payment history for the most recent twelve month period is satisfactory.

The fact that a deposit has been made in no way relieves the Customer from complying
with the Company’s regulations as to Advance Payments, or the prompt payment of bills
on presentation

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 C ommunications, LLC

1450 Infinue Drive

Loutsville, CO 80027
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449 The deposit will bear simple interest computed from the date of its receipt by the
Company to the date the deposit is refunded, or service is terminated, or annually upon
request of the Customer. [n the event that a deposit is retained during time periods having
different rates of interest, the interest accrued on the deposit will be calculated using the
interest rate applicable to each time period.

The applicable interest rate for January 1, 1997 through December 31, 1998 is 7% per
annum.

When service is terminated, the amount of the initial or additicnal deposit, with any
interest due, will be credited to the Customer's account and any credit balance which may
remain will be refunded. After an existing customer has established satisfactory credit,
the amount of the deposit, with any interest due, will be either credited to the account or
at the option of the Customer, refunded. Satisfactory credit for a Customer is defined as
twelve consecutive months of Service without suspension for nonpayment and with no
more than one notification of intent to suspend service for nonpayment.

Discontinuance of Service

45.1 Upon nonpayment of any amounts owing to the Company, the Company may, by giving
fourteen (14) days prior written notice to the Customer, discontinue or suspend service
without incurring any liability.

Upon violation of any of the other material terms or conditions for furnishing service
including fraud the Company may, by giving three (3) days prior notice in writing to the
Customer, discontinue or suspend service without incurring any liability if such violation
continues during that period.

Upoa condemnation of any material portion of the facilitics used by the Company to
provide service 10 a Customer, or if a condition immediately dangerous or hazardous 1o
life, phrysical safety or property exists, or if  casualty renders all or any material portion
of such facilities inoperable beyond feasible repair, the Company, by notice to the
Customer, may discontinue or suspend service without incurring any liability.

EFFECTIVE:

Thomas (' Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinie Drive

Louisville, CO 80027
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454  Upon the Customer’s insolvency, assignment for the benefit of creditors, filing for
bankruptcy or reorganization, or failing to discharge an involuntary petition within the
time permitted by law, the Company may immediately require a deposit without
incurring any liability.

Upon any govemnmental prohibition or required alteration of the services to be provided
or any violation of an applicable law or regulation, the Company may immediately
discontinue service without incurring any liability.

Upon the Company’s discontinuance of service to the Customer under paragraphs 4.5.1 or
4.5.2 above, the Company, in addition to all other remedies that may be available to the
Company at law or in equity or under any other provision of the tariffs of the Company,
may declare all future monthly and other charges which would have been payable by the
Customer during, the remainder of the minimum term for which such services would
have otherwise been provided to the Customer 1o be immediately due and payable
(discounted 1o present value at six percent (6%)).

Any Customer or Applicant for Service requesting the opportunity to dispute any action
or determination of Company under the Commission's Customer Service Rules shall be
given an opportunity for a supervisory review by the Company immediately following
Customer’s request for such review, Service will not be disconnected pending
completion of the review.

Service may be disconnected, upon written notice, when necessitated by conditions
beyond Company’s control. These conditions include, but are not limited to, a
Customer’s call volume or calling patiern that results or may result in network blockages
or other service degradation which adversely affect service to the calling party, Customer,
or other Customers of Company. Company also reserves the right to discontinue
furnishing service, upon written notice, when the Customer is using the service in
violstion of the provisions contained herein, or in violation of the law.

Service may be discontinued by Company, without notice to the Customer, by blocking
traffic to certain cities, or NXX exchanges, or by blocking calls using certain Customer
authorization codes, when Company deems it necessary to take such action to prevent
unlawful use of its service. Company will restore service as soon as it can be provided
without undue risk, and will, upon requiest by the Customer affected, assign a new
suthorization code o replace the one that has been deactivated.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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46 Cancellation of Application for Service

4.6.1 Applications for service are noncancellable unless the Company otherwise agrees. Where
the Company permits the Customer to cancel an application for service prior to the stant
of service or prior to any special construction, no charges will be imposed except for
those specified below,

Where, prior 1o cancellation by the Customer, the Company incurs any expenses in
installing the service or in preparing to install the service that it otherwise would not have
incurred, a charge equal to the costs the Company incurred, less net salvage, shall apply,
but in no case shall this charge exceed the sum of the charge for the minimum period of
services ordered, including installation charges, and all charges others levy against the
Company that would have been chargeable to the Customer had service begun (all
discounted 1o present value at six percent (6%)).

Where the Company incurs any expense in connection with special construction, or
where special amangements of facilities or equipment have begun, before the Company
receives a cancellation notice, a charge equal to the costs incurred, less net salvage,
applics. In such cases, the charge will be based on such elements as the cost of the
equipment, facilitics, and material, the cost of installation, engineering, labor, and
supervision, general and administrative expense, other disbursements, depreciation,
mainienance, taxes, provision for returmn on investment, and any other costs associated
with the special construction or ammangements.

The special charges described in paragraphs 4.6.1 through 4.6.3, above, will be calculated
and applied on a case-by-case basis.

Changes in Service Requested

Ifthe { sstomer makes or requests material changes in circuit engineering, equipment
specifications, service parameters, premises locations, or otherwise materially modifies any
provision of the application for service, the Customer’s installation fee shall be adjusted
accordmngly.

Taxes

The Customer is responsible for the payment of Federal excise Laxes, gross receipts, access, state
and local sales and use taxcs and all taxes, fees, surcharges (however designated) and other
exactions imposed on the Company or its services by governmental jurisdictions, other than taxes
imposed generally on corporations, Any taxes imposed by a local jurisdiction (c.g. county and
municipal taxes) will only be recovered from those Customers residing in the affected

ISSUED: EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinae Drive
Louisville, CO 80027
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Jurisdictions. All such taxes, fces, and charges shall be scparaicly designated on the Company's
invoices, and are not included in the tariffed rates. It should be the responsibility of the Customer
to pay any such taxes that subsequently become applicable retroactively.

Disputed Bills

The Customer may dispute a bill only by written notice to the Company. Unless such notice is
received in a timely fashion, the bill statement shall be deemed to be correct and payable in full
by Customer. Ay Customer who has a dispute shall be advised by the Company that the
Customer may file a formal or informal complaint with the Commission.

EFFECTIVE:

Thomas C. Stortz. Senior Vice President, General Counsel, and Secretary
Level 3 Communications. | |.C

1450 Infinite Drive

Louisville, CO B0027
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SECTION 5 - USE OF CUSTOMER'S SERVICE BY OTHERS

5.1 Transfers and Assignments

RO kD=

5.1.1  Neither the Company nor the Customer may assign or transfer its rights or dutics in
connection with the services and facilities provided by the Company without the written
consent of the other party and any appropriate authorizations, if necessary, except that the
Company may assign its rights and duties (a) to any subsidiary, parent comrany or
affiliate of the Company, (b) pursuant to any sale or transfer of substantially all the assets
of the Company; or (c) pursuant to any financing, merger or reorganization of the
Company.

1f a Customer cancels a Service Order or terminates services before the completion of the
term for any reason whatsoever other than a Major Service Interruption, Customer agrees
to pay to the Company the following sums, within 21 days of the effective date of the
cancellation or termination and be payable under the terms set forth in Section 4.0,
preceding: all costs, fiees and expenses reasonably incurred in connection with:

5.1.21 All Nomrecurring charges as specified in the Company’s tariffs, plus
5122 Any disconnection, carly cancellation or termination charges reasonably

incurred and paid to third parties by the Company on behalf of Customer,
plus

All Recurning Charges specified in the applicable Company tanifT for the
balance of the then current term.

A percentage up 1o the entire committed total of all usage charges due 10
Company over the term.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L1 C

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
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SECTION 6 - CANCELLATION OF SERVICE

Reserved for future use.
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EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infimite Drive

Loaisville, CO 80027
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SECTION 7 - NOTICES AND COMMUNICATIONS

T.1 The Customer shall designate on Lhe Service Order an address to which the Company shall mail
or deliver all notices and other communications, except that Customer may also designate a
separate address to which the Company’s bills for service shall be mailed.

The Company shall designate on the Service Order an address to which the Customer shall mail
or deliver all notices and other communications, except that the Company may designate a
scparaic address on each bill for service to which the Customer shall mail payment on that bill.

All potices or other communications required to be given pursuant to the tariffs of the Company
will be in writing. Notices and other communications of either party, and all bills mailed by the
Company, shall be presumed to have been delivered to the other party on the third business day
following placement of the notice, communication or bill with the U.S. Mail or a private delivery
service, prepaid and properly addressed, or when actually received or refused by the addressee,
whichever occurs first.

The Company or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing, by following the procedures for giving
notice set forth herein.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 8 - CUSTOMER EQUIFMENT AND CHANNELS

3.1 General

A User may transmit or receive information or signals via 1" ¢ facilities of the Company. The
Company's services arc designed primarily for the transmission of voice-grade telephonic signals,
cxcept as otherwise stated in the tariffs of the Company. A User may transmit sy form of signal
that is compatible with the Company’s equipment, but except as otherwise specifically stated in
its tariffs, the Company does not guarantee that its services will be suitable for purposes other
than voice-grade ielepbonic communication.

82  Susion Equipment

8.2.1 Tmbdquipmmtmlheuws Premises and the electric power consumed by such
shall be provided by and maintained at the expense of the User. The User is
responsible for the provision of wiring or cable to connect its terminal equipment to the
Company’s Point of Connection.

822 The Customer is responsible for ensuring that Customer-provided equipment connected
to the Company equipment and facilitics is compatible with such equipment and
facilities. The magnitude and character of the voltages and currents impressed on
Company-provided equipment and wiring by the conrection, operation, or maintensnce
of such equipment and wiring shall be such as not to cause damage to Company-provided
oquipment and wiring or injury to the Company's employees or to other persons. Any
additional protective equipment required to prevent such damage or injury shall be
provided by the Company at the Customer's expense.

823 Customer provided station equipment may be atiached to services provided under the
tariffs of the Company subject to Part 68 of the FCC Rules and to any applicable
provisions of the tariffs of the Company and is the sole responsibility of the Customer.

824 The Company is not respoasible for malfunctions of Customer-owned telephone sets or
other Customer-provided equipment, or for misdirected calls, disconnects or other service
problems caused by the use of Customer-owned equipment.

£3 Interconnection of Facilities

83.1 Any special interface equipment necessary to achieve compatibility between the facilities
and equipment of the Company used for furnishing communications services
and the channels, facilities, or equipment of others shall be provided st the Customer’s

expense.
ISSUED: B EFFECTIVE:
Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 8 - CUSTOMER EQUIPMENT AND CHANNELS (CONT'D)

832

833

Communications services may be connected 1o the services or facilities of other
communications cammiers only when authorized by, and in accordance with, the terms and
conditions of the tariffs of the other communications carriers which are applicable to such
coanections.

Facilities furnished under the tariffs of the Company may be connected to customer
provided terminal equipment in accordance with the provisioas of the tariffs of the
Company. All such terminal equipment shall be registered by the Federal
Communications Commission pursuant to Part 68 of Title 47, Code of Federal
Regulations; and all User provided wiring shall be installed and maintained in
compliance with those regulations.

B4 Tests and Adjustments

85.1

852

Upon suitable notice, the Company may make such tests, adjustments, and inspections as may be
necessary to maintain the Company's facilities in satisfactory operating condition. No
interruption allowance will be credited to the Customer for the period during which the Company
makes such tests, adjustments, or inspections.

8.5  Inspections

Upon suitable notification to the Customer, and at a reasonable time, the Company may
make such tests and inspections as may be nocessary to determine that the User is
complying with the requirements set forth in Section 2.8 for the installation, operation,
and maintensnce of Customer-provided facilities, equipment, and wiring in the
connection of Customer-provided facilities and equipment to Company-owned facilitics
and equipment.

If the protective requirements for Customer-provided equipment are not being complied
with, the Company may take such action as it deems nocessary to protect its facilities,
equipment, and persoanel. The Company will notify the Customer promptly if there 1s
any need for further corrective action. Within ten days of receiving this notice, the

ustomer must take this corrective action and notify the Company of the action taken. If
the Customer fails to do this, the Company may take whatever additional action is
deemed necessary, including the suspension of service, to protect its facilities, equipment
and personnel from harm.

ISSUED:

Issued By

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Couns~!, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive
Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 9 - ALLOWANCES FOR INTERRUFPTIONS IN SERVICE

9.1 General

9.1.1  Interruptions in service, which are not due to the negligence of, or noncompliance with
the provisions of the tariffs of the Company by, the Customer or of an Authorized User,
or the operation or malfunction of the facilitics, power or equipment provided by the
Customer, will be credited to the Customer as set forth below for the part of the service
that the interruption affects.

For all Company’s services for which charges are specified on the basis of per minute of
use, or on usage of a fraction of a minute, and in which there may be interruption of an
individual call, due to a condition in Company’s shared interexchange facilities or in
shared access or termination facilities provided by other carriers, which can be remedied
by redialing the call:

9.1.3.1 A credit allowance will be made for that portion of a call which is interrupted due
to poor transmission (e.g. noisy circuit), one-way transmission (one party is
unable to hear the other), or involuntary disconnection caused by deficiencies in
Company’s service. To receive 2 credit, the Customer must notify their Customer
Service Representative and fumish information, including the called number, the
service subscribed to, the difficulty experienced, and the approximate time the
call was placed. Credit allowances will not be made for (1) interruptions not
reported to Company, or (1) interruptions that are due to the failure of power,

equipment, systems, or services not provided by Company. If the Customer
elects to use another means of communications after one of the above
interruptions, or during a pericd when they are unable to place a call over
Company, the Customer must pay the charges for the alternative service used.

9.1.3.2 Where a call has been disconnected, the Customer will be given a credit
allowance equivalent to the charge for the initial minute of the call made to
reestablish communications with the other party. Where a call has been
interrupted by poor transmission or one-way transmission, the Customer will be
given a credit allowance up to an amount equivalent to the charge for the initial

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 9 - ALLOWANCES FOR INTERRUFTIONS IN SERVICE (CONT'D)

minute of the call to the wrong number if they report the situation promptly to a
Customer Service Representative.

No credit allowance will be made for:

ey 1 o R ) EE

92.1 interruptions due to the negligence of, or noncompliance with the provisions of the
tariffs of the Company by, the Customer of an Authorized User, or other common carmier
providing service connected to the service of the Company;

interruptions duve 1o the negligence of any person other than the Company, including but
not limited to the Customer or other common carriers connected to the Company’s
facilities;

interruptions of service due to the failure or malfunction of facilities, power or equipment
provided by the Customer, Authorized User, or other common carrier providing service
connected to the services or facilities of the Company;

interruptions of service during any period in which the Company is not given full and
free access 1o its facilities and equipment for the purposc of investigating and correcting
interruptions;

imterruptions of service during a period in which the Customer continues to use the
service on an impaired basis;

mierruptions of service during any period when the Customer has released service to the

C mpany for maintenance purposes or for implementation of a Customer order fora
change in service amangements;

interruption of service due to circumstances or causes beyond the control of the
Company; and

interruptions of service that occur or continue due (o the Customer’s failure 10 authorize
replacement of any element of special construction.

EFFECTIVE:

Ihomas C. Stortz, Senior Vice President, General Counsel, and Secreiary
1.evel 3 Communications, LLC

1450 Infinite Drive

| ousville, CO 80027
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SECTION 10 - SPECIAL CONSTRUCTION AND SPECIAL ARRANGEMENTS

10.1

Special Construction

Subject to the agreement of the Company and to all of the regulations contained in the tariffs

of the Company, special construction and special arrangements may be undertaken on a
reasonable efforts basis at the request of the Customer. Special arrangements inciude any service
or facility relating 1o a regulated telecommunications not otherwise specified under tariff, or for
the provision of service on an expedited basis or in some other manner different from the normal
tariff conditions. Special construction is that construction undertaken:

10.1.1 where facilities are not presently available, and there is no other requirement for the
facilities so constructed;

10.1 2 of a type other than that which the Company would normally utilize in the fumnishing of
its services;

10.1.3 over a route other than that which the Company would normally utilize in the fumishing
of its services;

10.1.4 in a quantity greater than that which the Company would normally construct;

10.1.5 on an expedited basis;

10.1.6 on a temporary basis until permanent facilitics are available;

10.1.7 imvolving abnormal costs; or

10.1.8 in advance of its normal construction.

Basis for Charges

Where the Company furnishes a facility or service on a special construction basis, or any service
for which a rate or charge is not specified in the Company’s tariffs, charges will be based on the
costs incurred by the Company and may include, (1) nonrecurring type charges; (2) recurring type
charges, (3) termination lisbilities; or (4) combinations thereof. The agreement for special
construction will ordinarily include a minimum service commitment based upon the estimated
service life of the facilit’es provided,

Basis for Cost Computation

The costs referred to in Section 10.2 preceding may include one or more of the following items to
the extent they are applicable:

ISSUED: ' EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Le el 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 10 - SPECIAL CONSTRUCTION AND SPECIAL ARRANGEMENTS (CONT'D)

103.1.1
103.1.2
103.13
10.3.14

103.1.5

103.21

10322

10323

10324

10325

104 Termimation Liability

10.3.1 installed costs of the facilities 1o be provided including estimated costs for the
rearrangements of existing facilities. Installed costs include the cost of;

equipment and matenals provided or used,
engincering, labor and supervision,
transportation,

rights of way, and

any other item chargeable to the capital account;

1032 annual charges inciuding the following:

cost of maintenance;

deprecistion on the estimated installed cost of any facilities provided,
based on the anticipated useful service life of the facilities with an
appropriate allowance for the estimated net salvage;

administration, taxes and uncollectible revenue on the basis of reasonable
average costs for these ilems;

any other identifiable costs related 1o the facilities provided; and

an amount for return and contingencies.

To the extent that there is no other requirement for use by the Company, the Customer may have
a termination liability for facilitics specially constructed at the request of the customer, if and
only if sach liability is clearly stated in a writien agreement between the Company and the
Customer.

104.]1 The maximum termination Liability is equal to the total cost of the special facility as
determined under 103, preceding, adjusted to meflect the redetermined estimate net
salvage, including any reuse of the facilines provided.

1042 The maximum termination liability as determined in paragraph (1) shall be divided by the
original term of service contracted for by the Customer (rounded up to the next whole

ISSUED:

EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 infinite Drive
Louisville, CO 30027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 10 - SPECIAL CONSTRUCTION AND SPECIAL ARRANGEMENTS (CONT'D)

number of months) to determine the monthly liability. The Customer's lermination
lisbiliry shall be equal to this monthly amount multiplied by the remaining unexpired
term of service (rounded up to the next whole number of months), discounted to present
value af six percent (6%), plus applicable taxes.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LL.C

1450 Infinite Drive

Loutsville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 11 - TEMPORARY PROMOTIONAL FPROGRAMS

The Company may cstablish temporary promotional programs to introduce present or potential customers
to a service not previously received by Customers. During specific promotional periods, an offer may be
made to reduce noarecurring charges on a nondiscriminatory basis, up to the full amount, for optional
products and services.

lsseed By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infimite Drive
Loussville, CO BO027
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INTRASTATE INTEREXCHANGE TELECOMMU - ICATIONS SERVICES

SECTION 121 - APPLICATION OF RATES

Computation of Charges for Message Telecommunications Service

122.1 The raies for Company's Intrastate Interexchange Telecommunications Service will
depend upon the duration of the call and the service plan selected by the Customer. Rates
apply seven (7) days a week and are not aflfected by the ime penriod in which the call is
placed. Rates are quoted per minute. Rates applicable on holidays are the same as those
applicable for all other days of the year. Billing is based on an initial cighteen (18)
second period and thereafter in six (6) second increments or fractions thereof rounded up
1o the next increment.  Third party non-usage recarring charges billed 1o Company
relcvant to Customer’s use of local serving arrangement with local exchange company are
passed directly on to Customer and may be subject to upwand adjustment from time to
time pursuant to tarifl. In addition, any non-recurring third party charges which may be
billed 1 Company relative to interconnection shall be passed directly on to Customer.

Where answer supervision is available, the time of a call begins when the called station is
answered, as determined by the standard industry methods selected by the applicable

undcriying Common Camier.  The Company will not knowingly bill any Customer for
unanswered calls. Upon the Customer’s request, the Company shall promptly refund or
credit, as the case may be, payments or charges for any unanswered call madvertently
billed due 10 the unavailsbility of Feature Group D or to the LEC's failure to provide
answer supervision. Where answer supervision is not available, any call for which the
balled duration exceeds one minute shall be presumed to have been answered.

Minimum Call Complction Rate

A customer can expect a call completion rate (number of calls compicted/number of calls
attempied) of not less than 99.5% during peak use periods for the Company services.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infimite Dytve

Lowssille, OO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 13 - DESCRIPTION AND RATES FOR OPERATOR SERVICES

13.1 Operstor Assisted Service

13.1.1 Description
Operstor Handled Calling Services are provided to Customers and Users of Company-
provided Exchange Access Services, and to Customers and Users of exchange access
limes, which the Customer subscribes to the Company’s interexchange outbound calling
SETViCes.

132 Rates for Operator Assisted Service

Intral ATA cails may be placed on an Operated Assisted basis. The surcharges for Operstor
Assisted calls e sct forth below, and apply in addition 1o any other applicabic usage charges.

Per Minute Charge Operator Assisted Surcharge

s 210
$ 250

Station-to-Station

Third Number Billing
ollect Calls

Automated Surcharge
Operator Assisied Surcharge
Person-to-Person, Intrastate
Busy Line Verify, Intrastate
Busy Linc Interrupt, Intrastate

Direc wy Assistance

“
5

5250
$ 650
$ 650
$13.00

BUWU K
888 885

Directory Assistance is available to Customers of Company's calling services. Customers may
obtsin directory assistance in determining telephone numbers by calling the Directory Assistance
operator. An indiscounted per call charge will be applied 1o each call each month for
nformation 2s 1o any tclephone number within the state.

Dircctory Assistance, [ntrastate $ .60 percall
Direcuory Assistance, Interstate $ 95 percall
Directory Assistance, Call Completion $1.50 per call
Per Minute Charge $ .40 percall

Up to two requests may be made on each call to Direclory Assistance. The Directory Assistance
charge applies to each call regardless of whether the Directory Assistance Bureau is able 10
furnish the requested telephone number.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level } Communications, LLC

1450 Infmune Drive

Lousville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 13 - DESCRIPTION AND RATES FOR OPERATOR SERVICES (CONT'D)

A credit allowance will be given to those Customers who comply with the following provisions.
A credit allowance will be given; ie., the charge that would otherwise apply will be waived,
when:

L. the Customer experiences poor transmission or is cut-off during the call to Directory
Assistance,

the Customer is given an incomrect telephone number by the Directory Assistance
operalor; or

the Customer has inadvertently misdialed and has reached Directory Assistance for the
wrong arca code. To obtain such a credit/waiver, the Customer must promptly notify his

or her Customer Service Representative.

Customers who have been certified in writing as unable to access or use a manual
directory because of a visual or other physical impainment are eligible to receive a credit
which will be applied against the per-cali charge and any applicable operator-assistance
surcharges for domestic Directory Assistance as specified in this tariff. This certification
mmhm&hlhmﬂmmwfﬁhﬂwm%m
appropristc private agency. Upon request, Company’s Customer Service will furnish
applicants with a certification form.

The written certification of visual or other physical impairment must be provided 1o
Company’s Customer Service Center or, at Company's election, proof of certification, as
defined above, may be provided to, and maintained on file with, the Customer’s Local
Exchange Carrier.

Cmdnsmyb:mdhy'l]dsevmu]lyoru}rrm:phﬁmllyunmdcwl}n
organization established specifically for the purpose of assisting the visually or otherwise
physically impaired; or 3) a business where all owner(s) and/or employees of the business
oa the premises at which a call originates have been certified as visually or otherwise
physicaily impaired. Credits will apply only 1o directory assistance calls, including any
operator-assistance surcharges necessary to complete those calls, that originate from and
are billed to the telephone number of the certified visually or otherwise physically
impaired person or organization. Only one telephone number per location is entitled to
this credit. A maximum of fifty directory assistance calls, including operator-assistance
surcharges, per monthly billing period will be eligible for the credit. The actual credit for
any one call to directory assistance (including operator-assistance surcharges) shall not
excoed §5.00.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loutsville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 14 - DESCRIFTION AND RATES FOR MESSAGE TELECOMMUNICATIONS
SERVICE

141 Description

will provide interexchange telecommunications services. Calls are rated based on the
duration of the call. In addition, a monthly recurring charge may apply. Unless otherwise
indicated, rates are identified in this tarifT as per minute rates.

142 Message Telecommunications Service

Message Telecommunications Service ("MTS"™) is a communications service which is available
for use by Customers twenty-four (24) hours a day. MTS enables a User of an exchange access
line 1o place 1o any station on the public switched telecommunications network bearing an
NPA/NXX designation associated with points outside the Customer’s Local Calling Area, but
within the boundarics of the State of South Dakota. MTS is available on a switched basis with a
m aimum monthly usage requirement of $100.00. The $100.00 requirement applies to any
monthkly MTS usage. The minimum requirement may also be met by the purchase of any other
product offered by Company. The minimum requirement cannot be met by either nonrecurring or
recuming MTS charges. The requirements may not be met by other taxes or surcharges. In any
month where the Cestomer does not incur the minimum requirement of services, the Customer
will be billed the difference between the actual usage and $100.00.

+ Long Distance Telecommunications Services

Rate per minute: $0.15

ISSUED: : EFFECTIVE:

lssoed By Thomas C. Stortz, Senior Vice President, Gieneral Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinuite Drive
Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2

Original Page No. 41
INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 15 - SPECIAL ARRANGEMENTS

15.1

Special Servi

Customer-specific  service amangements, which may include engincering, installation,
coastiuction, facilities, assembly and/or other special services, may be fumished in addition 1o
cxisting tariff offerings. Rates, terms, and conditions plus any additional regulations, if
zpplicable for the special service arrangements will be developed upon the customer’s request.
Unless otherwise specified, the regulations for the special service smangements are in addition to
the applicable regulations specified in other sections of this tarifl.

Non-Standard Offerings
15.2.1 I~dividual Casc Basis (ICB) Amangements

For special situations, rates for Message Telecommunications Service (MTS) will be
determined on an Individual Case Basis (ICB) and specified by contract between the
Company and the Customer. I required by Commission rules, notice of such coatracts
will be provided.

EFFECTIVE:

Thomas (' Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville. CO 80027
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Colorado

I, Thomas C. Stortz, the Senior Vice President, General Counsel, and

Secretary of Level 3 Communications, LLC ' hcmg duly sworn, state that [ am

suthorized 10 make this verification on behalf of Level 3 Communications, LLC )

the Applicant named in the foregoing instrument, that the facts and allegations therein contained
are true except so far as they are therein stated to be on information, and that, so far as they are

therein stated to be on information, Applicant belicves them to be true.

Thomas C. Siortz

W .
Tﬁmsmmndmbwibcdhfmmdﬁsﬁid:yof:;hm% 1999,
T e TG o Ve = 5

Notary Public in and for said County

My Commission expires oa the day of
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-South Dakota Public Utilities Commission
. WEEKLY FILINGS
For the Period of February 11, 1999 through February 17, 1989

if you need a complete copy of a filing faxed, overnight expressed, or mailed to you,
’ please contact Delaine Kolbo within five business days of this filing.
Phone: 605-773-3705. Fax: 605-773-3809.

TELECOMMUNICATIONS

In the Matter of the Application of Level 3 Communications, LLC for a
Certificate of Authority to Provide Telecommunications Services, Including
Local Exchange Service, in South Dakota.

Levaiacmmnﬁﬁonsisameihrandfadﬁﬁe:s-basedwmanym
intends to provide all forms of local exchange and interexchange services
in South Dakota.

Staff Analyst: Keith Senger
Staff Attomey: Karen Cremer
Date Filed: 02/16/99
Intervention Date: 03/05/99

Ywmmm%m%%m:uwwehﬂawmwm.
You may subscribe to the PUC maifing Irst at hitp/Awww state.sd. us/puc/
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B William P. Heat, IT1
(3) Regulatory Counsel
(ammuNiCaTION: TEL: (303) 924-3555

FAX: (30)) 926- 1467
Bl Bt @ lewel ) com

Ll P

VIA OVERNIGHT MAIL

N d-

April 14, 1999

RECFIVED
Mr. Keith Senger, Uulity Analyst
South Dakota Public Utilities Commission A
State Capitol Building SOUT
x HDAKCTA .
500 East Capitol Avenue UTILITIES Copng c
Pierre, South Dakota 57501-5070 =aiJN

Re: TC99-015 - Application of Level 3 Communications LLC

Dear Mr. Senger:
In response to your letter of March 22, 1999, Level 3 Communications LLC submits the
following:

1. The rates contained in the tanfTs are illustrative. Level 3 will comply with the
ppropriate Commission rules and regulations before implementing final rates once
an interconnection agreement has been reached.

. By this letter, Level 3 is requesting a waiver of the requirements o provide current
financial statements as required by ARSD 20:10:24:02(8) & (15) and ARSD
20:10:32:03(11) & (22). Level 3 requests that its final certifica.e of authority be
conditioned upon cither posting a bond in the amount of $25,000 before it begins 1o
provide service or submitting any appropniate financial information that is available at
that time. I spoke with Staff Anomey Karen Cremer about this solution on Tuesday
moming and she had no objections to this request.

. Level 3 has removed any language regarding customer deposits from the taniffs.
Level 3 understands that if it wishes to collect such deposits when it offers service, il
will need to either provide a surety bond or the appropric.e financial information.

. Level 3 does not have plans to provide prepaid calling card services

. Level 3 has revised its tanffs to comply with South Dakota law. The revised tariffs
are enclosed for your review.

Level 3 Communscanons, Inc. 1450 Infinste Dnive Lowiswille, OO 80027
www Leveld com




I hope this letter answers your questions and will allow Level 3's application to be heard by the
Commission at its April 26 mecting. If you have any questions or require additional information,
please do not hesitate to contact me at 303.926.3555. If your questions are related to the tanffs,
picase call Greg Rogers, Tariff Analyst, a1 303.635.9597.

Sincerely
7
Regulatory Counsel

Cc: Karen Cremer, Staff Attomey (w/o enclosures)
Greg Rogers, Taniff Analyst (w/o enclosures)
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EXPLANATION OF SYMBOLS
The following symbols shall be used in this taniff for the purposes indi 1ted below.

(C) To signify changed listing, rule, or condition which may affect rates or charges.

(D) Tosignify discontinued material, including listing, rate, rule or condition.
(n To signify a rale increase.

To signify material relocated from or to another pant of tariff sckedule with no
change in text, rate, rules or conditions.

To signify new materials including listing, rate, rule or condition.
To sigmify a rate reduction.

To signify change in wording of text but no change in rate, rule or condition,

EFFECTIVE:

Thomas C. Stortz, Sensor Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Losisville, CO 80027
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APPLICATION OF TARIFF

Thes TanfT contams the regulations and rates applicable to intrastate and local exchange access services
provided by Company to business Customers for telecommunications between points within the Suate of
South Dakota Company's services are furnished subject 1o the availability of facilities and capacity and
subject to the terms and conditions of this Tanff.

The rates and regulations contaned mn this TanfT apply oaly to the services furmished by Company and do
rot apply. unless otherwise specified, to the lines, facilities, or services provided by a local exchange
telephone company or other common carmier for use in accessing the services of Company.

The Customer is entitied 1o limit the use of Company's services by end users at the Customer's. facilities,
and may use other common carmiers in addition to or in lieu of Company

ISSUED: EFFECTIVE:

Issued By: Thomas C. Stonz, Senior Vice President. General Counsel, and Secretary
Leve! 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027
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LOCAL EXCHANGE SERVICE

SECTION 1 - DEFINITION OF TERMS

Certain terms used generally throughout this tariff for Communications Service of this Company are
defined below.

Advance Payment: Part or all of a payment required before the start of service.

Authorized User; A person, firm or corporation which is authorized by the Customer or
Joint User 1o be connected to the service of the Customer or Joint User, respectively.

Bit; The smallest unit of information in the binary system of notation.
Commission: South Dakota Public Utilities Commission.
Company: Level 3 Communications, LLC. the issuer of this taniff.

Customer; The person, firm or corporation which purchases service and is responsible
for the payment of charges and compliance with the Company's regulations.

Dedicated: A facility or equipment system or subsystem set aside for the sole use of a
specific Customer.

End Office; The term "end office™ denotes the switching system office or serving wire

center where Customer station loops re terminated for purposes of interconnection lo
cach other and/or to trunks.

Joint User; A person, firm or corporation which is designated by the Customer as a user
of services furnished 1o the Customer by the Company and to whom a portion of the
charges for the service will be billed under a Joint User arrangement as specified ini the
Company’s tanfY.

LATA:; A Local Access and Transpornt Arca established pursuant to the Modification of
Fanal Judgment entered by the United States District Court for the District of Columnbia in
Cavil Action No. 82-0192; or any other geographic area designated 252 LATA in the
National Exchange Camicr Association, Inc. Tanff F.C.C. No. 4.

Major Service [nterruption; An interruption of Customer service due to the Company s
negligence or doe to its poncompliance with the provisions of this taniff.

Premiscs: The space occupied by a Custorner, Authorized User or Joint User in a
buailding or buildings or contiguous property {except railroad rights-of-way, cic.) not
scparated by 2 highway.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinate Drive

Lowisville, CO 80027
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H‘

Recuming Charges: The monthly charges to the Customer for services, facilities and
equipment. which continue for the agreed upon duration of the service.

Service Commencement Date; The first day following the date on which the Company
notifics the Customer that the requested service or facility is available for use, unless
extended by the Customer’s refusal 1o accept service which does not conform to standards
set forth in the Service Order or the tanifs of the Company, in which case the Service
Commencement Date is the date of the Customer’s acceptance. The Company #nd
Customer may mutually agree on a substitute Service Commencement Date.

Service Order: The written request for Company Services submitted by the Customer in
the format devised by the Company. The signing of a Service Order by the Customner and
acceptance by the Company initiates the respective obligations of the parties as set forth
herein and pursuant to the tanfTs of the Company. but the duration of the service i1s
calculated from the Service Commencement Date.

Shared; A facility or equipment system or subsystem that can be used simultaneously by
several Customers.

Tmnsmission. The sending of clectrical or optical signals over a line to a destination.

User; A Customer, Joint User, or any other person authonzed by a Customer to use
service provided to the Customer under a Level 3 Communications, L.L.C. tanff.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Dnive

Louisville, CO 80027
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LOCAL EXCHANGE SERVICE
> SECTION 2 - UNDERTAKING OF THE COMPANY
<
X 21 General
<
w1 2.1.1 The Company does not undertake 10 transmit messages but offers the use of its facilities
A for the ransmission of communications.
é

2.1.2  Customers and Users may use services and facilities provided under the tan{fs of the
Company to obtain access to services offered by other companies. The Company is
responsible for the services and facilities provided under its taniffs, and for its unregulated
services provided pursuant to contract, and it assumes no responsibility for any service
{whether regulated or not) provided by any other entity that purchases access (o the
Company network in order (0 originate or lerminate such entity’s own services, or [o
communicate with such entity’s own Customers.

213 The Company shall have no responsibility with respect to ullings, charges or disputes
related 1o services used by the Customer which are not incloded in the services herein
including, without limitation, any local, regional or long distance services not offered by
the Company. The Customer shall be fully responsible for the payment of any kills for
such services and for the resolution of any disputes or discrepancies with the service
provider.

12 Descopuon of Service
Level 3 Communications, LLC Service consists of any of the business services offered pursuant
to this taiff, either mdividually or in combination. Each business service is offered independent
of the others. unless otherwise noted. Service is offered via the Company's facilities or in
combination with transmission facilities provided by other centificated camiers.

23  Application for Service

Customers desinng to obtain Level 3 Communications, LLC Service must complete the
Company’s standard service order form(s).

24 Shortage of Equipment or Facilities

24.1 The Company reserves the night to limat or to allocate the use of existing facalities, or of
addstional facilities offered by the Company, when necessary becanse of lack of facilities,
or duc 10 some other cause beyond the Companys control, on a nondiscriminatory basis.

b
=
b

The fornishing of service under the Lanffs of the Company 13 subject to the availability on
a continumg basis of all the necessary facilities and is limited 1o the reasonable capacity
of the Companys facilities as well as facilities the Company may obtain from other
camners o furmish service from time 1o time as required at the sole diseretion of the

Company.
ISSUED: EFFECTIVE:
lssued By: Thosas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Comemumcations, LLC
1450 Infinne Drive

Louiswille, CO 80027
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253

Customers may be required to enter into written service orders which shall contain or
reference a specific description of the service ordered, the rates to be charged, the
duration of the services, and the terms and conditions in the tariffs of the Company.
Customer will also be required to execute any other documents as may be reasonably
requested by the Company.

Al the expiration of the initial term specified in each Service Onder, or in any cxtension
thereof, service shall continue on a month to month basis at the then current rates unless
terminated by either party. Any termination shall not relieve Customer of its obligation to
pay any charges incurred under the service order and the tariffs of the Company prior to
termination. The rights and obligations which by their nature cxtend beyond the
termination of the term of the service order shall survive such termination.

The tariffs of the Company shall be interpreted and governed by the laws of the State of
South Dakota without regard for its choice of laws provision.

Ll e
The liability of the Company for damages arising out of the furnishing of its Services,

including but not limited to mistakes, omizsions, interroptions, delays, or errors, or other
defects, representations, or use of these services or arising out of the failure to famish the
service, whether caused by acts or omissions, shall be limited to the extension of
allowances for interruption as set forth in Section 9.0, following.

Exc pt for the extension of allowances to the Customer for interruption in service as set
fortl. in Section 9.0, Company will not be liable for any direct, indirect, incidental,
special, consequential, exemplary or punitive damages, including, but not limited to, any
act or omission, failure to perform, delay, interruption, failure to provide any service or
any failure in or breakdown of facilities associated with the service.

The Company shall not be liable for any delay or failure of performance or equipment
due to causes beyond its control, including but not limited to: acts of God, fire, flood,
explosion or other catastrophes; any law, order, regulation, direction, action. or request of
the United States Government, or of any other government, including state and local
govemments ha\rmgord::mmgjunsdmon over the Company, or of any depantment,
agency, commission, bureau, corporation, or other instrumentality of any one or more of
these federal, state, or local governments, or of any civil or military authonity, national

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisvifle, CO 80027
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONTD)

EMCTREnCics, insurmections, nots, wars, unavailability of nghts-of-way or matenals, or
strikes, lockouts, work stoppages, or other labor difficultves

The Company shall not be liable for any act or ormssion of any entily furnishing to the
Company or to the Company’s Customers or Users facilities or equipment used for or
with the services the Company offers.

The Company shall not be liable for any damages or losses due to the fault or neghgence
of the Customer or User or due to the failure or malfunction of Customer or User-

provided equipment or facilities.

The Company does not guaranice por make any warrant, with respect 1o installabons it
provides for use in an explosive atmosphere. The Customer shall indeamnify and hold the
Company harmless from any and all loss, claims, demands, susts, or other action, or any
liabalsty whatsoever, whether suffered, made, instituted, or assenied by any other pany or
personis), and for any loss, damage, or destruction of any property, whether owned by the
Cestomer or others, caused or claimed to have been caused directly or indirectly by the
nstallation, operation, failure (0 operate, maintenance, removal presence, condition,
locanon. or use of any installanon so provided

The Company reserves the nght to require each Customer to sign an agreement
acknowledging acceptance of the provisions of this paragraph as a condition precedent lo

such mstallatons.

The Company 15 not hable for any defacement of or damage to Customer or User
prenuses resulting from the furmishing of services or equipment on such premuses or the
mstallation or removal thereof, unless such defacement or damage is caused by
negligence or willful misconduct of the Company s agents or employees.

Notwithstanding any other provision of this tanfT and pursuant to 5.D. Codified Laws
Secnons 49-13-1 and 49-13-1.1, any person claiming to be damaged by Company may
either make complaint 1o the Commission or may bring suit on his own behalf for the

recovery of dumages in any court of competent jurisdiction in South Dakota, but no

[ =rson may pursue both remedics at the same ime.

The Company shall not be liable for any damages or losses due to the fault or negligence
of the Customer or doe to the failure or malfunction of Customer provided equipment or
facihities.

The Company shall not be liable for any damages resulting from delays in meeting any
service dates due to delays resulting from normal construction procedures. Such delays
shall inclode, but not be limited to, delays in obtaining necessary regulatory approvals for

EFFECTIVE:

Thomas C. Stortz, Semor Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Dnive

Louiswville, CO 80027
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

construction, delays in obtaining nght-of-way approvals and delays in actual construction
work,

The Company shall not be liable for any damages whatsoever to property resulting from
the instaliation, maintenance, repair or removal of equipment and associated winng
unless the damage is caused by the Company's willful misconduct or negligence.

THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS,
EXPRESS OR IMPLIED EITHER IN FACT OR BY OPERATION OF LAW,
STATUTORY OR OTHERWISE, INCLUDING WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE, EXCEPT
THOSE EXPRESSLY SET FORTH IN ITS TARIFFS.

The Company shall not be liable for any damages whatsoever associated with service,
facilines, or equipment which the Company does not furnish or for any act or omission of
Customer or any other entity fumnishing services, facilities or equipment used for or in
conjunction with Level 3 Communications, LLC.
Notification of Service-Affecting Activiti
To the extent possible. the Company will provide the Customer reasonable notification of service-

affecting activities that may occur in normal operation of its business. Such activities may
include, but are not limited to, equipment or facilitics additions, removals or rearrangements and

routiné preventative maintenance. Generally, such activities are not specific to an individual
Customer but affect many Customers’ services. No specific advance notification period is
applicable to all service activities. The Company will work cooperatively with the Customer 1o
determune the reasonable notification requirements. With some emergency or unplanned service-
affecting conditions, such as an outage resulting from cable damage, notification to the Customer
may not be possible.

ision of B § Facili

11 services along the facilities between the point identified as the Company's origination
point and the point identified 2s the Company's termination point wil! be furnished by the
Company, its agents or contractors.

The Company may undertake to use reasonable efforts to make available services 1o a

Customer on or before a panticular date, subject to the provisions of and compliance by
the Customer with, the regulations contained in this tanff.

The Company undertakes 1o use reasonable efforts to maintain only the facilibes and
equpment that it ferneshes 1o the Customer. The Customer, Joint User, or Authonized

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. |
ORIGINAL PAGE NO 13
LOCAL EXCHANGE SERVICE

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

User may not, nor may they permut others to, rearmange, disc_nnect, remove, attempt o
repair, or otherwise tamper with any of the facilities or equipment installed by the
Company, except upon the written consent of the Company.

Equipment the Company provides or installs at the Customer’s premises for use in
connection with the services the Company offers shall not be used for any purpose other
than that for which the Company provided the equipment.

The Customer shall be responsible for the payment of service charges as set forth heremn
for visits by the Company’s agents or employees to the premises of the Customer, Joint
User, or Authonized User when the service difficulty or trouble report results from the use
of equipment or facilities the Customer, Joint User, or Authorized User provided.

The Company shall not be responsible for the installation, operation, or maintenance of
any Customer provided communications equipment. Where such equipment is connected
1o the facilities fumished pursuant to this tariff, the responsibility of the Company shall
be limited to the furnishing of facilities offered under this tanff and to the maintenance
and operation of such facilities: subject to this responsibility the Company shall not be
responsible for:

2.8.6.1 The transmission of signals by Customer provided equipment or for the quality
of, or defects in, such transmission; or

2.8.6.2 The reception of signals by Customer provided equipment. The Customer,
Authorized User, or Joint User is responsible for ensuring that Customer
provided equipment connected to Company equipment and facilities is
compatible with such Company equipment and facilities. The magnitude and
character of the voltages and currents impressed on Company provided
cquipment and wiring by the connection, operation, or maintenance of such
equipmenl and wiring shali be such as not to cause damage to the Company
provided equipment and wiring or injury to the Company’s employees or to other
persons. Customer will submit to Company a complete manufacturer’s
specification sheet for each item of equipment that is not provided by the
Company and which shall be artached 1o the Company s facilities. The Company
shall approve the use of such item(s) of equipment unless such item is technically
incompatible with Company's facilities. Any additional protective, equipment
reguired to prevent such damage or injury shall be provided by the Company at
the Customer’s expense.

287 Any special interface equipment necessary (o achieve compatibility between the facilities
and equipment of the Company used for furnishing Level 3 Communications, LLC
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

services and the channels, facilities, or equipment of others shall be provided at the
Customer’s expense.

Level 3 Communications, LLC may be connected to the services or facilities of other
communications carriers only when anthorized by, and in accordance with, the terms and
conditions of the taniffs of the other communications carrier which are applicable to such
connections.

Network Interface Device (NID)

A physical piece of equipment (jack, block or other device) that provides the point of
interconnection between a Customer's inside wiring and Company's at a Customer’s
designated premiscs. The physical point where Company's retwork and network
responsibilities terminate and a Customer’s responsibilities begm. It is the Company's
responsibility to install the NID.

2.89.1 There is no charge for this equipment, but there may be an installation change if
the Customer wants the NID located in an unusual location.

N ine Installat

Al the Customer's request, installation and/or maintenance may be performed cutside the
Company's regular business hours and/or in hazardous locations. In such cases, charges based on

cost of Lie actual labor, material, or other costs incurred by or charged to the Company will apply.
If installation is staned during regular business hours but, at the Customer’s request, extends
beyond regular business hours into time periods including, but not limited to, weekends, holidays,
and/or night hours, additional charges may apply.

Qwnership of Facilities
Title to all fac .ties provided in accordance with the taniffs of the Company remains with the
Company, its agents or contractors. The Customer shall not have, nor shall it assent, any nght,

title or interest in all the fiber optic or other facilities and associated equipment provided by the
Company hereunder.

Octional R {1t Provided to the Publl

The Company will promptly advise Customers who may be affected of new, revised or optional
rates applicable to their service. Pertinent information regarding the Company's services, rates
and charges shall be provided directly to Customers, or shall be available for inspection at the
Company's local business address. If required by the South Dakota Public Utilities Commission,
the Company will cause to have published a notice of its intention 1o charge its rates, tolls,
charges, rules and regulations in one or more newspapers in circulation in the »ffected area.

ISSUED: EFFECTIVE:

lssued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Leve! 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONTD)
continuity of Servi

In the event of prior knowledge of an interruption of service for a penod exceeding one day, the
Custorners will, if feasible. be notified in writing. by mail, at least one week in advance.

. { Asitastaas

The provision of services is subject to and contingent upon the Company obtaining and retaining
such approvals, consents, governmental authorizations, licenses and permits, as may be required
or be deemed necessary by the Company. The Company shall use reasonable efforts to obtain and
keep in effect all such approvals, consents, authorizations, licenses and permits that may be
required to be obtained by it. The Company shall be entitled to take, and shall have no liability
whatsoever for, any action necessary to bring the Services into conformance with any rules,
regulations, orders, decisions, or directives imposed by the Federal Communications Commission
or other applicable agency, and the Customer shall fully cooperate in and take such action as may
be requested by the Company to comply with any such rules, regulations, orders. decisions, or
directives.

Universal E Teleghane Number Servi

2.14.1 T.as 1arniff does not provide for the inspection or constant monitoring of facilities 1o
discover errors, defects or malfunctions in the service, nor does the Company undenake
such responsibility.

911 information consisting of the names, addresses and tzlephone numbers of all
telephone Customers is confidential. The Company will release such information via the
Data Management System only after a 911 call has been received, or: a call by call basis,
only for the purpose of responding to an emergency call in progress.

The 911 calling party, by dialing 911, waives the privacy afforded by non-listed and non-
published service to the extent that the telephone number, name and address associated
with the oniginating station location are furntahed to the Public Safety Answering Point.

After the establishment of service, it 1s the Public Safety Agency's responsibility to
continue to verify the accuracy of and to advise the Company of any changes as they
occur in street names, establishment of new streets, changes in address numbers used on

existing streets, closing and abandonment of strocts, changes in police, fire, ambulance or
in municipal and county boundarics, incorporation of new cities or any other simalar
matter that may affect the routing of 911 calls 10 the proper Public Safety Answenng
Point.

EFFECTIVE:

Thomas C. Storz, Semtor Vice President. General Comnsel. and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

2.14.5 The Company assumes no lisbility for any infringement, or invasion of any right of
privacy or any person of persons caused, or claimed to be caused, directly or indirectly by
the use of 911 Service. The Public Safety Agency agrees, except where the event,
incidents or cventualities set forth in this sentence are the result of the Company’s gross
negligence or willful misconduct, to release, indemnify, defend and hold harmless the
Company from any and all loss or claims whatsoever, whether suffered, made, instituted
or asserted by the Public Safety Agency or by any other party or person, for any personal
injury to or death of any person or persons, or for any loss, damage or destruction of any
property, whether owned by the Customer or others. The Public Safety Agency alsn
agrees lo release, indemmnify, defend and hold harmless the Company for any
infringement of invasion of the right of privacy of any person or persons, caused or
claimed to have been caused, directly or indirectly, by the installation, operation, failure
to operate, maintenance, removal, presence, condition, occasion or use of 911 Service
features and the equipment associated therewith, or by any services furnished by the
Company in connection therewith, including, but not limited to, the identification of the
telephone number, address or nare associated with the telephone used by the party or
parties assessing 911 Service hereunder, and which arise out of the negligence or other
wrongful act of the Public Safety Agency, its user, agencies or municipalities, or the
cmployees or agents of any one of them, or which anise out of the negligence, other than
gross neghgence or willful masconduct, of the Company, its employees or agents.

; Service Rogsi

2.15.1 Company provided intrastate operator assisted communications services will observe the
following requirements:

Z.15.1.1 Identiflly utself at the ume the end-user accesses its service.

2.15.1.2 Upon request, quote all rates and charges flor its services o the end-user
accessing ils sysiem

Arrange to have posted in plain view at each telephone location which
automatically accesses the Company's operator service network and
where ils services are made available 1o the public or transient end-users:

2.15.1.3.1 the Company's operator service name and address;

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Dnve

Loaisville, CO 80027
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2.15.1.4

215.15

2.15.2.1

215132 bill and service dispute calling information including the
operator service provider's dispote resohition phone

2.15.133 clear and specific instructions informing the end-user
how to access a loca' sxchange iclephone company
operator as an alternative available to the end-user; and

2.15.134 notice concerning any and all amounts to be billed by the
Company's operator services oa behalf of any host
location or third party which will appear on the operator
service providers bill for services rendered.

In instances when the Company is unable to complete the call and it
requires trans{er io another telephone corporation which may affect the
raies and charpes applicable to the telephone bill, inform the caller of the
transfer and its possible effect on the applicable rates and charges, before
any charges are incurred.

In the case of such transfer, the telephone corporation or provider (o
which the call is transferred shall identify itself and inform the caller of
the transfer’s effect on the applicable rates and charges, before any
charges are incurred.

2.152 The Company will comply with the following provisions:

Providers of intrastate operator assisied communications services shall
not take any action or enter into any amangement which restricts end-
or end users access 10 competing providers of intrastate operator assisted
COMMUNICAMIONS SETVICes, OF pay any commussions or other

compensation 10 any cntily engaged in such action or armangement.

Issued By:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
450 Infinite Drive

Louisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER
31 Genenal

The Customer shall be responsible for:

3.1.1  the payment of all applicable charges pursuant to the tariffs of the Company:

312 damage to or loss of the Company's facilities or equipment caused by the acts or
omissions of the Customer or of any User; or by the noncomphiance by the Customer or
any User with these regulations; or by fire or theft or other casualty on the Customer’s or
any User's Premises, unless caused by the negligence or willful misconduct of the
employees or agents of the Company;

313 providing at no charge, as specified from time to time by the Company, any needed
personnel, equipment space and power to operale the Company facilities and equipment
installed on the premises of the Customer or any User, and the level of heating and air
conditioning necessary to maintain the proper operating environment on such premises,

3.i4 any and all costs associated with obtaining and maintaining of the rights-of-way from the
point of entry at the Customer's location to the termination point where service is finally
delivered to the Customer, including. but not limited to, the costs of installing conduit or
of altering the strocture to permit installation of Company provided facilities. The
Customer’s use of such rights-of-way shall in all respects be subject to the ierms,
conditions and restrictions of such rights-of-way and of agreements between the
Company and such third panties relating thereto, including withoul Limitation, the
duration applicable (o and the condemnation of such rights-of-way, and shall not be in
violation of any applicable governmental ordinance, law, rule, regulation or restriction.
Where applicable, the Customer agrees that it shall assist the Company in the
procurement and maintenance of such right-of-way. The Company may require the
Customer to demonstrate its compliance with this section prior to accepting an order for
service,

315 providing a safe place to work and complying with all laws and regulations regarding the
working conditions on the premises al which the Company 's employees and agents shall
be installing or maintaining the Company’s facilities and equipment. The Customer may
be rquired 1o install and maintain the Company's facilities and equipment within a
haz dous area if, in the Company's opinion, injury or damage to the Company's
employees or propenty might resull from installation or maintenance by the Company;

31.6  the Customer shall be responsible for identifying., monitoring. removing and disposing of
any hazardous material (c.g. friable asbestos) prior to any construction o. installation
work;

ISSUED: EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER (CONT'D)

317 complying with all laws and regulations applicable to, and sbtaining all consents,
approvals. licenses and permits as may be required with respect to, the location of the
Company’s facilities and equipment in any Customer or User premises or the rights-of-
way for which Customer is responsible under section 3.1.4; and granting or obtaining
permission for the Company's agents or employees to enter the premuses of the Customer
or any User at any time for the purpose of installing, inspecting, maintaining, repairing,
o upon termination of service as stated herein, removing the facilities or equipment of
the Company;

not creating or allowing to be placed any liens or other encumbrances on the Company's
equipment or faciliues; and

muaking the Company's facilities and equipment avaiiable periodically for maintenance
purposes al a time agreeable to both the Company and the Customer. No allowance will
be made for the period during which service is interrupted for such purposes.

Prohibited Uscs

32.1 The services the Company offers shall not be used for any unlawful purpose or for any
use as to which the Customer has not obtained all governmental approvals,
authonzations, licenses, consents and permuits required to be obtained by the Customer
with respect thereto.

The Company may require applicants for service whao intend to use the Company's
offerings for resale and/or for shared use to file a letter with the Company confirming that
their use of the Company's offerings complies with relevant laws and Department
regulations, policies, orders, and decisions.

The Company may, without obtaining any further consent from the Customer, assign any
rights, privileges, or obligations under this tariff. The Customer shall not, without prier
written consent of the Company, assign, transfer, or in any other manner dispase of, any
of its rights, privileges, or obligations under this tanff, and any attempt to make such an
assignment, transfer, disposition without such consent shall be null and void.

The Company may require a Customer to immediately shut down its transrission of
signals if said transmission is causing interference to others.

A Customer may nol use the services so as to interfere with or impair service over any
facilities and associated equipment, or 50 as to impair the privacy of any communications
over such facilities and associated equipment.

EFFECTIVE:

Thomas C. Stontz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Dnive

Louisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER (CONT'D)

326 Customer use of any resold service obtained from other scrvice providers shall also be
subject to any applicable restrictions imposed by the underlying providers.

PRI A= (Aeaw

327 A Customer, Joint User, or Authorized User shall not represent that its services are
provided by the Company, or otherwise indicate to its Customers that its provision of
services is jointly with the Company, without the written consent of the Company. The
relationship between the Company and Customer shall not be that of partners or agents
for one or the other, and shall not be deemed (o constitute a partnership or agency

agreement.
Claims
With respect o any service or facility provided by the Company, Customer shall indemnify.

defend and hold harmless the Company from and against all claims, actions, damages, liabilities,
costs and expenses, including reasonable attomeys’ fees for:

33.1 any loss, destruction or damage to property of the Company or any third party, or the
death or injury to persons, including, but not limited to, employees or invitees of either
party, to the extent caused by or resulting from the negligent or intentional act o
omission of the Customer or User or their employees, agents, representatives or invitees;

any claim, loss, damage, expense or liability for infringement of any copyright, patent,
trade secret, or any proprietary or intellectual property right of any third party, arising
from any act or omission by the Customer or User, including. without limitation, use of

the Company's services and facilities in a manner not contemplated by the agreement
between Customer and the Company, or

any claim of any nature whatsoever brought by a User with respect to any matter for
which the Company would not be directly liable to the Customer under the terms of the
applicable Company tariff.

EFFECTIVE:

Thomas C. Stortz, Sentor Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 4 - PAYMENT ARRANGEMENTS
Payment for Service
The Customer is responsible for the payment of all charges for faci ties and services furnished by

the Company to the Customer and 10 all Users authorized by the Customer, regardless of whether
those: services are used by the Customer itself or are resold or shared with other persons.

- | Collection of Cl

Nonrecurring chasges are due and payable within 30 days after the date an invoice is
mailed to the Customer by the Company.

Customers will only be charged once, on either an interstate or intrastate basis, for any
noarecuming or optional features.

Charges based on measured vsage will be included on the next invoice rendered
following the end of the month in which the usage occurs, and will be due and payable
within 30 days after the invoice is mailed.

When service does not begin on the first day of the month, or end on the last day of the
monith, the charge for the fraction of the month in which service was furnished will be
calculated on a pro rata basis. For this purpose, every month is considered to have 30
days.

Billing of the Customer by the Company will begin on the Service Commencement Date,
v hich is the first day following the date on which the Company notifies the Customer
that the service or facility 1s available for use, except that the Service Commencement
Date may be postponed by mutual agreement of the parties, or if the service or facility
does not conform to standards set forth in the tariffs of the Company or the Service
Order. Billing accrues through and includes the day that the service, circuit, anmangement
or component is discontinued.

With respect to Business Customers only, if any portion of the payment is received by the
Company after the date due, or if any portion of the payment is received by the Company

EFFECTIVE:

Thomas C. Stertz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 20027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

in funds which are not immediately available, then a late payment penalty shall be due to
the Company. The late payment penalty shall be the portion of the payment not received
by the date due, net of local taxes, not compounded, multiplied by a monthly late factor
of 1.5%.

For any check retummed to the Company dee to insufficient funds, uncollected funds, or
closed account, Custiomer will be assessed a $20.00 fee per check retumned.

. ; ( Servi

411

Upon nonpayment of any amounts owing to the Company, the Company may, by giving
ten (10) days pnior wnitien notice to the Customer, discontinue or suspend service without

incurnng any lability.

Upon violation of any of the other material terms or conditions for funishing service the
Company may, by giving thirty (30) days prior notice in writing to the Customer,
dunng that period.

Upon condemmnation of any material portion of the facilities used by the Company 1o
provide service 10 a Customer, or if 3 condition immedistely dangerous or hazardous to
life, physical safety or property exists, or if a casualty renders all or any material portion

of such facilities inoperable beyond feasible repair, the Company, by notice 10 the

Upon any governmental prohibition or required alteration of the services to be provided
or any violation of an applicable law or regulation, the Company may immediately

Upon the Company's discontinuance of service to the Customer, the Company. in
addstion 1o all other remedics that may be available 1o the Company at law or in equity or
unde any other provision of the tariffs of the Company. may declare all future monthly
and er charges which would have been payable by the Customer during, the remainder
of the minirnum term for which soch services would have otherwise been provided to the
Customer 10 be immediately due and payable (discounted to present value at six percent
(6%:)).

Cancaliation of Anclicaion fos seeut

44.1

Applications for service are noncancellable unless the Company otherwise agrees. Where
the Company permits the Customer to cancel an application for service prior to the stant
of service or prior to any special construction, no charges will be imposed except for
those specified below.

EFFECTTVE:

Thomas C, Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loaisville, CO 80027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

442 Where, prior 1o cancellation by the Customer, the Company incurs any expenses in
instzlling the service or in preparing to install the service that it otherwise would not have
incurred, a charge equal to the costs the Company incurred, less net salvage, shall apply,
but in no case shall this charge exceed the sum of the charge for the minimum period of
services ordered, including installation charges, and all charges others levy against the
Company that would have been chargeable 1o the Customer had service begun (all
discounted to present value al six percent (6%)).

443 Where the Company incurs any expense in connection with special construction, or
where special amangements of facilities or equipment have begun, before the Company
receives a cancellation notice, a charge equal to the costs incurred, less net salvage,
applies. In such cases, the charge will be based on such elements as the cost of the
equipment, facilities, and material, the cost of installation, engineering, labor, and
supervision, general and administrative expense, other disbursements, depreciation,
maintenance, taxes, provision for return on investment, and any other costs associated
with the special constroction or arrangements,

444 The special charges described above will be calculated and applied on a case-by-case

basis.
ISSUED: EFFECTIVE:
Issued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Dnive

Louisville, CO B0027
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SECTION 4 - PAVMENT ARRANGEMENTS (CONT'D)
. i Sevica B |
If the Customer makes or requests material changes in circuil engineering, equipment
specifications, service parameters, ises locations, or otherwise materially modifies any

premises
provision of the application for service, the Customer's installation fee shall be adjusted
accordingly.

Taxcs

The Customer is responsible for the payment of Federal excise taxes, state and local sales and use
taxes and all taxes, fees, the 911 tax and other exactions imposed on the Company or its services
by governmental jurisdictions, other than taxes imposed generally on corporations. All such
taxes, fees, and charges shall be scparately designated on the Company's invoices, and are not
included in the tariffed rates.

Di | Bill

LM e -

— A

The Customer may dispute a bill only by written notice to the Company. Unless such notice is
received in a timely fashion, the bill statement shall be deemed to be correct and payable in full
by Customer. Any Customer who has a dispute shall be advized by the Company that the
Customer may file a formal or informal complaint with the Commission.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 5 - USE OF CUSTOMER'S SERVICE BY OTHERS
Resale and Sharing

L i -l e )

Any service provided under the Company tariffs may be resold to or shared with other persons at
the option of Customer, except as provided in Section 5.3, following. Customer remains solely
responsible for all use of services ordered by it or billed 10 its telephone numbet(s) pursuant to the
tariffs of the Company, for determining who is authorized to use its services, and for notifying the
Company of any unauthorized use. Business rates apply to all service that is resold or shared.

PACA A=

Joint Use Arrangements

Joint use arrangements will be permitted for all services available for resale and sharing pursuant
to the Company tariffs. From each joint use armangement, one member will be designated as the
Customer responsible for the manner in which the joint use of the service will be allocated. Level
3 Communications, LLC will accept orders to start, rearrange, relocate, or discontinue service
only from the Customer. Without affecting the Customer's ultimate responsibility for payment of
all charges for the service, each Joint User shall be responsible for the payment of the charges
billed to it.

Transfers and Assignments
Neither the Company nor the Customer may assign or transfer its rights or duties in
connection with the services and facilities provided by the Company without the written
consent of the other party and any appropriate authorizations, if necessary, except that the
Company may assign its rights and duties (2) to any subsidiary, parent company or
affiliate of the Company, (b) pursuant to any sale or transfer of substantially all the assets
of the Company; or (c) pursuant to any financing, merger or reorganization of the
Company.

If a Customer cancels a Service Order or terminates services before the completion of the
term for any reason whatsoever other than a Major Service Interruption, Customer agrees
to pay to the Company the following sums, within 21 days of the effective date of the
cancellation or termination and be payable under the terms set forth in Section 4.6,
preceding: all costs, fees and expenses reasonably incurred in connection with:

5.3.2.1 All Nonrecurring charges as specified in the Companys tariffs, plus

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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and paid to third parties by the Company oa behalf of Customer, plus

5.3.2.3 All Recurring Charges specified in the apphicable Company tanfT for the balance
of the then current term.

EFFECTIVE:

Thomas C. Stortz, Scnior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 6 - CANCELLATION OF SERVICE

EFFECTIVE:

Thomas C. Stonz, Senior Vice President, General Counsel, and Secretary
Level 3 Commumications, LILC

1450 Infinite Drive

Louisville, CO 80027
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The Customer shall designate on the Service Order an address to which the Company shall mmail
or deliver all notices and other commumications, cxcept that Customer may also designate 2
separate address to which the Company's bills for service shall be mailed.

The Company shall designate on the Service Order an address (o which the Customer shall maul
or delaver all notices and other communications, cxcept that the Company may designate a
scparaie address on each bill for service to which the Customer shall inail payment on that ball.

All sotices or other commumications required 1o be given pursuant 1o the tanffs of the Company
will be in wniting. Notices and other commumications of either party, and all balls mailed by the

Company, shall be presumed (o have been delivered 1o the other party on the third business day

following placement of the notice, commmunication or bill with the U.S. Mal or a private delivery
service, prepand and properly addressed, or when aciually received or refused by the addressec,

whichever occurs first.

The Compasty or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing. by following the procedures for giving
notice set forth herein.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President General Counsel, and Secretary
Level 3 Communicanons, LLC

1450 Infinite Drive

Louiswville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 1
ORIGINAL PAGENO 29

LOCAL EXCHANGE SERVICE

SECTION S - CUSTOMER EQUIPMENT AND CHANNELS
Genenal

A User may transmit or receive information or signals via the facilities of the Company. The
Company's services are designed primarily for the transmission of voice-grade telephonic signals,
except as otherwise stated in the tariffs of the Company. A User may transmit any form of signal
that is compatible with the Company s equipment, but except as otherwise specifically stated in
its tariffs, the Company does not guarantee that its services will be suitable for purposes other
than voice-grade telephonic communication.

Station Equi

8.2.1 Terminal equipment on the User’s Premises and the clectric power consumed by such
cquipment shall be provided by and maintained at the expense of the User. The User is
responsible for the provision of wiring or cable 1o connect its terminal equipment to the
Company's Point of Connection.

The Customer is responsible for ensuring that Customer-provided equipment connected
to the Company equipment and facilities is compatible with such equipment and
facilities. The magnitude and character of the voltages and currents impressed on
Company-provided equipment and wiring by the connection, operation, or maintenance
of such equipment and wiring shall be such as not to cause damage to Company-provided
equipment and wiring or injury to the Company's employees or to other persons. Any
additional protective equipment required (o prevent such damage or injury shall be
provided by the Company at the Customer's expense.

Customer provided station equipment may be attached to services provided under the
tariffs of the Company subject to Part 68 of the FCC Rules and to any applicable
provisions of the tariffs of the Company and is the sole responsibility of the Customer.

The Company is not responsible for malfunctions of Customer-owned telephone sets or
other Customer-provided equipment, or for misdirected calls, disconnects or other service
problems caused by the use of Customer-owned equipment.

83.1  Any special interface equipment necessary to achieve compatibility between the facilities
and equipment of the Company used for fumishing Communications Services

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 8 - CUSTOMER EQUIPMENT AND CHANNELS (CONT'D)

and the channels. facilities, or equipment of others shall be provided at the Customer’s
expense.

Communications Services may be connected to the services or facilities of other
communications camers only when authonzed by, and in accordance with, the terms and
conditions of the tariffs of the other communications camers which are applicable to such
connections.

Facilities furnished under the tanffs of the Company may be connected to Cus:omer
provided termunal equipment in accordance with the provisions of the tanffs of the
Compauy. All such terminal equipment shall be registered by the Federal
Communications Commission pursuant to Part 68 of Tutle 47, Code of Federal
Regulations; and all User provided wiring shall be installe § and maintained in
compliance with those regulations.

Tests and Adjustments

Upon suitable notice. the Company may make such tests. adjustments, and inspections as may be
necessary 1o maintun the Company's facilities in satisfactory operating condition. No
mterruption allowance will be credited to the Customer for the period during which the Company
makes such tests, adjustments, or inspections.

Inspzctions

851

Upon suitable notification to the Customer, and at a reasonable ime, the Company may
make such tests and inspections as may be necessary to determine that the User is
complying with all requirements referenced herein for the installation, operation, and
mauntenance of Customer-provided facilities. equipment, and wiring in the connection of
Customer-provided lacilities and equipment to Company-owned facilites and equipment.

Ir the protective requirements for Customer-provided equipment are not being complied
with, the Company may take such action as it deems necessary to protect its facilities,
equipment, and personnel. The Company will notify the Customer promptly if there is
any need for further corrective action. Within ten days of receiving this notice, the
Customner must take this comrective action and notify the Company of the action taken. If
the Customer fails to do this, the Company may take whatever additional action s
deemed necessary, including the suspension of service, [o protect its facilities, equipment
and personnel from harm.

EFFECTIVE:

Thomas C. Stunz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louwiswville, CO 80027
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Interruptions in service, which are not due to the ne_ igence of, or noncompliance with
the provisions of the tanffs of the Company by, the Customer or of an authonzed or Joint
User, or the operation or malfunction of the facilities, power or equipment provided by
the Customer, will be credited 1o the Customer as set forth below for the pan of the
service that the interruption affects.

A credit allowance will be made when an interruption occurs because of a failure of any
component fumished by the Company under i1s tariffs. An interruption period begins
when the Customer reports a service, facility or circuit is interrupted and releases it for
testing and repair. An interruption period ends when the service, facility or circuit is
operative. If the Customer reports a service, facility or circuit to be ineperalive but
declines to release 1t for testing and repair, it is considered to be impaired. but not
interrupled.

For calculating credit allowances, every month is considered to have 30 days. A credit
allowance 1s applicd on a pro rata basis against the rates specified hercunder and 15
dependent upon the length of the interruption. Only those facilities on the interrupted
poruon of the circuit will receive a credit.

A credit allowance will be given for interruptions of 30 minutes or more. Credit
allowances shall be calculated as follows:

Interruptions of 16 Hours or Less

921

Length of Service Intermuption Credn
-Less than | hour None

-1 hour up to but pot including 8 hours 1/4 of day

-8 hours up to but not including 12 hours 172 of day
12 hours up to but not including 16 hours /4 of day

-16 hours up to but not including 24 hours one day

EFFECTIVE:

Thomas C. Stortz, Semor Vice President, General Counsel, and Secretary
Level 3 Comnunications, LLC

1450 Infinite Drive

Louiswille, CO 80027
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Two or more service interruptions of the same type to the same linefequipment of two (2) hours
or more during any one twenty-four (24) hour period shall be «  «sidered as one interruption. In
no event shall such interruption credits for any one line/equipment exceed one (1) day's fixed

recumng charges for such linefequipment in any twenty-four (24) hour period.
Interruptions Over 24 Hours

Intermuptions over 24 hours will be credited 1/24 day for each |-hour period or fraction thereof up
to a maximum of 8 hours. Interruptions in excess of & hours will be credited as one day. No more
than one full day’s credit will be allowed for any period of 24 hours.

No credi all will e

interruptions due to the negligence of, or noncompliance with the provisions of the
tariffs of the Company by, the Customer, User, or other common carrier providing
service connected to the service of the Company;

intesruptions due to the negligence of any person other than the Company, including but
not limated to the Customner or other common carmers connected Lo the Company's
facilines;

interruptions of service due to the failure or malfunction of facilitics, power or equipment
provided by the Customer, Authorized User, Joint User, ar other common carrier
providing service connected 1o the services or facilities of the Company;

interruptions of service during any period in which the Company is not given full and
free access to its facilities and equipment for the purpose of investigating and comecting
inleTTuptions;

inerruptions of service during a period in which the Customer continues to use the
service on an impaired basis;

intertuptions of service during any period when the Customer has released service to the
Company for maintenance purposes or for implementation of a Customer order for a
change in service arrangements;

interruption of service Jue to circumstances or causes beyond the control of the
Company; and

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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interruptions of service that occur or continue due to the Customer’s failure to authorize
replacement of any element of special construction.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
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SECTION 10 - APPLICATION OF RATES

N ==

This Section is used to measure airline distance between two points of service. The application of these
charges is to dedicated service.

10!  Distance-Based Charges

10.1.1 Distance between two points is measured as airline distance between two Points of
Service.

]
>
i
1

10.1.2 The airline distance between any two Points of Service is determined as [ollows:

10.1.2.1 Obtain the vertical and horizontal coordinates for each Point of Service
location.

10.1.2.2 Compute the difference between the vertical coordinates of the two
Points of Service; and compute the difference between the two horizontal
coordinates,

10.12.3 Square each difference between the vertical coordinates and the

10.1.24 Add the square of the vertical coordinates difference and the square of
the horizontal coordinates difference.

10.1.2.5 Divide the sum of the squares by 10. Round to the next higher whole

number if any fraction is obtained.
For example: (V2 -VI1¥+(H2 -HIP

10
Ir1.26 Take the square root of the result.
ISSUED: EFFECTIVE:
lssed By: Thomas C. Stontz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
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Exchange Access Service provides a business Customer with a telephonic connection and a
unigue telephone number address on the public swilched lelecommunications network. Each
Exchange Access Service enables users to:

1111

.12

.13

1.1.4

11.1.5

1116

receive calls from other stations on the public switched telecommunications network:
access other services offered by the Company as set forth in this tariff;

access cenain intersiate and international calling services provided by the Company,
access (at no additional charge) the Company’s operators and business office for service
related assistance;

access (at no additional charge) emergency services by dialing 0- or 9-1-1; and

access services provided by other common carriers which purchase the Company s
Switched Access services as provided under the Company’s Federal and State tariffs, or
which maintain other types of traffic exchange arrangements with the Company.

Exchange Access Service cannot be used to originate calls to other ielephone companies’
caller-paid information services (e.g.. NPA 900, NXX 970, 540, etc.). Calls to those

numbers and other numbers used for caller-paid information services will be blocked.
Calls to numbers "NXX 976" will also be blocked unless otherwise specified by the
Customer at the time service is ondered. Should a Customer request unblocking for
access 1o the "NXX 976" caller-paid information service, the Company will bill and
collect on behalf of the telephone companies’ mformation provider holding the Customer
fully liable for all charges incurred for use of the information provider's service.

Each Exchange Access Service is available on a "Full” service basis, whereby service is
delivered to a demarcation/connection block at the Customer’s premises.

The following Exchange Access Services are offered:

DID Trunk Service
Digital Trunk Service

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commumnications, LLC

1450 Infinite Drive

L sisville, CO 80027
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Exchange Access Services are provided (pursuant to Section 12.1) in limited geographic areas.
Exchange Access Services bearing the following NPA-NXX designations are provided at the
following locations and in the following areas:

Exchanges in Which
NPA-NXX Full Service is Available

Exchange Service areas will be supplied after interconnection agreement.

Calling Areas
Geographically-defined Local Calling Areas' are associated with each Exchange Access Service

provided pursuant to Section 12.1. Exchange Access Services beaning the following NPA-NXX
designations shall have the following local calling areas:

! Rates and rate plans for Local Calling Area calls placed over Company-provided Exchange Access Services are sct
forth in Section 13,

ISSUED: EFFECTIVE:

Issued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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ETH y SERVI

Digital Trunk Servics (DID Trunks, O Trunks, and Two-W bitation T

Digstal Trunk Service provides a Customer with a digital connection operating at a full DS

speed of 1.544 Mbps which is time division multiplexed into 24 individual voice-grade telephonic
communications channels. each of which can be used 10 plac~ one-way inbound, one-way
outbound and two-way (combination) trunks. Dhgital Trunks are provided for connection of
compatible Customer-provided private branch exchanges (PBX) 1o the public switched
telocommumications network. Each Digital Trunk is provided with dual tone multi-frequency
(DTMF) or multi-frequency (MF) signaling, as specified by the Customer, Digital Trunks may be
configured into hunt groups with other Company-provided Digital Trunks for the same Customer
within the same local calling area. The terminal interface for each Digital Trunk Service is a
smart jack.

Non-recurring and monthly recurning rates per Digital Trunk per point, apply as follows:

Link and Por: Non-Recuming Monthly Recurning
Per T-1 $772.00 $500.00
Poit Element: DID, DID/DOD Non-Recurring Monthly Recurring
Per Channel $50.00 $30.00
11.4.2 DID Trunk Service transmits the dialed digits for all incoming calls allowing the

Customer’s incoming calls to be routed comesponding to each individual DID number.
Charges for DID number blocks are listed below.

EFFECTIVE:

Thomas C. Stonz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 11 - EXCHANGE ACCESS SERVICE (CONT'D)

1143 Non-recurring and Recurnng charges per DID's apply as follows:

All Zones $10.00 $10.00 for blocks of 100

Diect Inward Dial (DID) Servi

11.5.1 DID service can be purchased in conjunction with Company provided trunk services.
DID service transmits the dialed digits for all incoming calls allowing the Customer's
PBX to route incoming calls directly to individual stations corresponding to each
individual DID number. Charges for DID capability and DID number blocks apply in
addition to charges specified for trunk services contained herein.

So the Company may efficiently manage its number resource, the Company, at its sole
discretion reserves the right to limit the quantity of DID number blocks a Customer may
obiain. Requests for 30 or more DID number blocks must be provided to the Company in
writing no less than five (5) months prior to activation. In addition, the Company
reserves the right to review vacant DID stations or stations not in use to determine their
utilization. Should the Company determine, based on its awn discretion, that there is
inefficient number utilization, the Company may reassign the DID numbers.

The Customer has no property right to the telephone number or any other call number
destination associated with DID service fumished by the Company, and no right to the
continuance of service through any panticular end office. The Company reserves the right
10 change such numbers, or the end office designation associzted with such number, or
both. assigned to the Customer, where the Company deems it necessary to do so in the
conduct of its business,

Non-Recurring Meonthly Recurring
Individual DID Numbers $10.00 $1.00 per DID Number

Di Listi
For each Customer of Company-provided Exchange Access Service(s), Company shall arrange
for the . sting of the Customer’s main billing telephone number in the directory(ies) published by

the dominant Local Exchange Carrier in the arez at no charge. At a Customer’s option, Company
will arrange for additional listing at the following rates:

Each Additional Listing: $0.00 $1.42

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE
n———

Local Calling Service provides a Customer with the ability to _riginate calls from a Company-
provided exchange access line to all other stations on the public switched telephone network
bearing the designation of any central office of the exchanges and zones defined as local, The
rates set forth in this section apply to all direct dialed local calls. For operator-assisted (non-
aggregaior) local calls, the operator charges listed in Section 12.3 2pply in addition to the charges
listed below,

Option | Local Calling Plan

122.1 Description
Option | Local Calling Plan provides Local Calling Service billable on a per minute
basiz. Option | calls will be billed in one-minute increments with an initial billing period
of one minute. The rmtes set forth in this section apply to all outgoing direct-dinled calls
placed 10 telephone stations within the caller’s exchange area as defined in Section 11.

Option | Local Calling Plan is the standard local calling plan provided with exchange
access services, as described in Section 11,

Rates

First Minute
Each Additional Minute

The term "Information Services Call Blocking™ denotes the Company s central office call
blocking service that allows the Company's residential and business subscribers to block
access to all directly-dialed, the Company's operator-assisted and the Companys operator
entered billing 976 and 900 programs, and other local service providers within South
Dakota and to all Interexchange Carrier 900 calls oniginating within the Telephone
Company's service area

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commanications, LLC

1450 Infinite Drive

Louaisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONTD)
Operator Services

Operator Handled Calling Services are provided to Customers and Users
of Company-provided Exchange Access Services, and to Customers and
Users of exchange access lines which the Customer subscribes to the
Company’s interexchange outbound calling services.

1232 Definitions

Person-io-Person; Calls completed with the assistance of a Company operator to a
particular person, station, department or PBX extension specified by the calling party.
Chargez may be billed to the Customer’s commercial credit card and/or LEC calling card,
calling station, called station, or a designated third-party station. Calls are dialed with the
assistance of a Company operator.

Station-to-Station; Refers to calls other than person-to-person calls billed to cither the
end user’s commercial credit card and/or non-proprictary calling card. Calls are dialed
with the assistance of a Company operator. Collect calls to coin telephones and transfers
of charges to third ielephones which are coin telephones will not be accepted.

; The Customer places the call without dialing the destination
number, although the capability to do it himself exists. The Customer will dial "0” for
local calis and "00" for long distance calls and then requests the operator to dial the called
station.

Rates
In addition to any applicable usage charges, the following operator-assisted charges will
apply:

Per Call Charges
Ferson-to-Person (Customer Dialed)

Station-to-Station (Customer Dialed)
(Billed to Third Party, Collect)

Operator Dialed Charge
(applics in addition to other operator charges)

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONT'D)
12.3.4 PBusy Line Verify and Line Interrupt Service

1234.1 Description

Upon request of a calling party the Company will verify a busy condition
on a called line,

12.34.1.1 The operator will determine if the line is clear or in use
and report Lo the calling party.

1234.1.2 The operator will interrupt the call on the called line
only if the calling party indicates an emergency and
requests interruption.

A charge will apply when:

1235.1.1 The operator verifies that the line is busy with a call in
progress.

123512 The operator verifies that the line is available for
incoming calls,

12.35.1.3 The operator verifies that the called number is busy with

a call in progress and the Customer requests interruption.
The operater will then interrupt the call, advising the
called panty the name of the calling party. One charge
will apply for both verification and interruption.

No charge will apply:

12352.1 When the calling party advises that the call is to or from
an official public emergency agency.

123522 Under conditions other than those specified in Section
1235.1.

123523 Busy Verification and Interrupt Service is furnished
where and to the extent that facilities permut.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisvills, CO 80027
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SECTION 12 - LOCAL CALLING SERVICE (CONT™D)

123524 The Castomer shall identify and save the Company
harmiless against all claims that may arise from either

party to the interropted call or any person.
1236 Rates
Busy Line Verify Service $0.75
Busy Line Verify Verification $1.55
With Interrupt Service

124  Directory Assistance
124.1 Description

Customers and Users of the Company's calling services (excluding toll free services),
may obtain Directory Assistance in determening telephone numbers within South Dakota
by calling the Directory Assistance operator.

1242 Rates

12421 Customers are allowed three (3) free Directory Assistance calls per
moath. Afier the monthly three (3) free call allowance is exhausted,
Directory Assistance charges wall apply for all requests for which the
Company's facilitics are used. Each number requested is charged for as
will be charged the same rate as shown for the applicable request for
telepbone numbers.
Rate

Per Number Requested $0.29

12422 A credit will be given for calls to Directory Assistance when:

12422.1 The Customer experiences poor TANSMIssion oF is cut
off during the call;

124222 The Customer is given an incorrect telepbone number; or

124223 The Customer inadvertently misdials an incorrect
Directory Assistance NPA.

To receive a credit, the Customer must notify the Company operator or
- Business Office of the problem experienced.

ISSUED- EFFECTIVE:

lssued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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132

133

13.1.1 Description

Absent a promotional offering. service implementation charges will apply to new service
orders or to orders to change existing service.

13.1.2 Rates
Non-Recurring

Per Service Order $30.00
_ _
13.2.1 Description

A restoration charge applies 1o the restoration of suspended service and facilities because
of nonpayment of bills and is payable at the time that the restoration of the suspended
service and facilities suspended is arranged. The restoration charge does not apply when,
after disconnection of service, service is later re-installed.

1322 Raics
Non-Recurring

Per Occasion $8.50
Mai ( Servi

133.1 When a Customer reports a trouble 1o the Company for clearance, and no trouble is found
in the Company's facilitics, the Customer shall be responsible for payment of a visit
charge for the period of time from when Company personnel are dispaiched 1o the
Customer’s premises to when the work is completed. Failure of Company personnel to
find trouble Company facilities will result in no charge if the trouble is actually in those
facilitics, but not discovered at the time.

1332 Where a NID exists, if the Company is unable to test for disl tone and the problem proves
to be beyond the NID (within Customer premises), a maintenance charge is applicable.
In the event there is no NID and/or the Company is unable to test for dial tonc, then no
maintenance charge will be assessed. In those cases where the Customer has bought an
inside wire maintenance warranty/plan (a non-regulated service) from the Company, no
maintenance charge will be applicable regardless of the dial tone test resuits or whether a
NID exists or not.

ISSUED: EFFECTIVE:

lxsued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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133.3 The Customer shall be responsible for payment of a visit charge when the Company
dispaiches personnel to the Customer's premises, and the trouble is in the equipment of
communications system provided by other than the Company.

Lo 0 P RS |

13.3.4 No credit allowance will be applicable for the interruption involved if the wisit charge
applies.

Raic

The applicabie rate is $65.00 per visit in addition to materials and/or labor charges.

Prembactiot

Customers have a right to chose an intralLATA and an interLATA carrier when equipment and

facilities permit. The Company allows Customers to presubscribe to the carrier of their choice for

imtralL ATA and interLATA toll calls, without dialing an access code.

The following charge applies per line or per trunk for cach local line or local trunk PIC charge
requested. There is no charge for the first PIC charge.

PIC charge
- per line or trunk $5.00

Tel scation Relay Service (TRS

Enables deaf, hard-of-hearing or speech-impaired persons who use a Text Telephone (TT) or
similar devices to communicate freely with the hearing population not using TT and vice versa.
A Customer will be able to access the state provider to complete such calls. The Company will
imyose a surcharge to all Customers at a level determined by the Commission.

EFFECTIVE:

Thomas C. Stortz, Scnior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loaisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES

Dedacated Access Services consist of the services offered pursuant to this section, either individually or in
combination. Each service is offered independently of the others. Service is offered via the Company’s
facilitics for the transmission of onc-way and two-way communications, unless otherwise noted.

141 Services Offcred

14.1.1

The following dedhcated access services are offered in this tanfT;

DS3 Service (#4.7 Mbps)
DS1 Service (1.5 Mbps)
DSO Service (up 1o 64 kbps)

14.1.2 Onher services may be provided by the Company on an Individual Case Basis (ICB).

142 Type Land Type Il Services

1421

1422

DS3 Service and DS1 Service may be provided as either Type I or Type Il Services,
depending upon the availability of facilities. Type | Service rates apply when both
endpoints of the channe] are served by the Company s network. Type Il Service rates
apply when onc endpoint of the transmission channel is served by another local exchange
cammier’s network (Type II Services are provided via a combination of the Company's
facilities and another local exchange carrier's facilities).

DS3 and DS channels where both endpoints are served by another local exchange
camier's network will be provided at the sole discretion of the Company, on an Individual
Case Basis (ICB), applicd in a nondiscriminatory manner.

143  DS3 SERVICE (44,736 Mbps)

1431

DS3 Service is composed of digital channels provided at 44.736 Mbps for the
transmission of one-way and (wo-way communications. Interconnections to such
channels and equipment interfacing to such channels shall meet the following technical
characteristics:

Line Rate: 44.736 Mbps +/- 20 ppm

Line Code: Bipolar with three-zero substitation

Test Load: 75 ohms resistive +/- 5 percent

lssued By:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

For an all-oncs transmitted patiern, the power in a 2 KHz band
about 22.368 KHz shall be -1.8 1o +5.7 dBm and the power ina
2 KHz band about 44,736 MHZ shall be at least 20 dB below
that in a 2 Khz band about 22 368 KHz |

I ins

AL NLd= lIIf‘h---

NOTES:

1. The power levels specified by CCITT Recommendation G.703 are identical
except that the power is to be measured in 3 KHz bands.

Digital channels a1 44.736 Mbps will be provided in one of the following configurations,
as specified by the Customer:

Clear Channel DS3: A DS3 signal that is transmitted intact and transparently as provided
at the Customer interface. No performance monitoring is performed since all 44.736
Mbps are considered Customer data or voice.

M3 Framed DS3: A DS3 that is channelized into 28 DS1 (1.544 Mbps) signals and
include a predefined standard multiplexing scheme as defined in ANSI T1.107a. The
M13 DS3 contains panty bits which can be monitored to offer an approximate measure of
performance. 43.232 Mbps is Customer data (or voice), the remainder being used for

framing. synchronization, parity, etc.

C-bit Panity Framed DS3: A DS3 that can be used for subrated or nonsubrated DS3

signals. This allows DS3 signal monitoning for end-to-end performance measurement on
an mn-service basis, transmitted on the maintenance data communications channel. The C-
bit parity format is defined in ANSI T1.107a. 43.232 Mbps is Customer data (or voice),

the remainder beang used for framing. synchronization, parnity, cic.

D51 Ser ce (1.544 Mbps)

14.4.1 DS] Service is composed of digatal channels provided at 1.544 Mbps for the transmmussion
of one-way and two-way communications. Interconnections to such channels and
equipment interfacing to such channels shall meet the following techrical charactensiics:

Line Rate: 1.544 Mbps + 130 ppm

Line Code: AML: bipolar with at least 12.5% average ones density and no more than
15 consecutive zeros;
- -
BEZS: no manimum density of ones and no consecutive zeros limat.

EFFECTIVE:

Thomas C. Stortz, Semior Vice President, General Counsel, and Secretary
Level 3 Commemications, LLC

1450 Infinite Drive
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The pulse amplitude shall be between 2.4 and 3.6 volts.

FoiNod=" i e

For an all-ones transmitied pattern, th  power in a 2 KHz band about 772
KHz shall be 12.4-18.0 dBm and the power in a 2 KHz band about 1544
KHz shall be at least 29 dB below that in a 2 KHz band about 771 KHz

There shall be less than 0.5 dB difference between the total power of the
positive pulses and the negative pulses.

NOTES:
The CCITT specification is + 50 ppm.
Recommended for new equipment: The power in a 2 KHz band about 772 KHz

shall be 12.6-17.9 dBm. CCITT requirements: The power in a 3 KHz band
about 772 KHz is 12.0-19.0dBm.

CCITT requirements: The power in a 3 KHz band about 1544 Khz shall be at

least 25 dB below that in a 3 KHz band about 772 KHz.

Dagital channels at 1.544 Mbps will be provided in one of the following configurations,
as specified by the Customer:

Unframed DS1: A DS! signal that does not follow standard framing formats of 192 bits
for data and a 193 Rd bit for framing. An unframed DS cannot be synchronized to the
network and is not performance monitored.

DYSEDS]: A framed DS| consisting of 12 frames (2316 bits) of 192 bits preceded by
onc framing bit (F bit). This service can be coded as AMI or B8ZS.

ESEDS1: Extends superframe structure from 12 to 24 frames (4632 bits) and redefines
the 8 kbps patiern into 2 kbps for mainframe and robbed-bit signaling synchronization, 2
kbps for CRC-6 and 4 kbps for terminal-to-terminal data link. This service can be coded
as AMI or BEZS.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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DS1 Hub Service allows a Customer to aggregate up to 28 DS1 channels that terminate in the

same location into & single DS3.

DS0 Service

146.1 DSO Services are Digital Channels furnished by the Company at transmission speeds of
2.4 kbps, 4.8 kbps, 9.6 kbps, 19.2 kbps, 64 kbps, or in multiples of 64 kbps up to 1.544
Mbps. Such channels will be configured by the Company to transmut digital data at
specified data rates or analog signals converted to digital signals, as descnibed below.,
Intercounections to such channels and equipment interfacing 1o such channels shall meet
the wechmcal charactenistics described below in connection with each service
configuration. The NCI Codes referenced below are defined in Bell Communications
Rescarch (Bellcore) publication TR-NPL-000335.

Each DSO0 channel will be provided in one of the following configurations, as specified
by the Customer.

14621 Effective 2-Wire Servics

Provides a digital transmission channel capable of normally carrying,

At the Company's point of interconnection with the User, the service will
have the technical characteristics of a standard 2-wire analog telephone
circuit. Specific configurations are as follows:

2 Wi T issin C

2 wire, 600 ohm, open loop (continuously connected) with industry
standard demarcation (NCI Code: 02NO2). C4 conditioned circuit
connecting two locations, typically used for voice-grade data services.
Digital Servi

Provides a digital transmission channel capable of normally carrying

synchronous digital data signals. The following service configurations
are available:

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive
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A 4-wire 135 ohm handoff. Other possible handoffs are RS232/DB25,
RS422/DB2S, or V.35. Provides point-to-point, 64 Kbps clear channel
for a full-duplex synchronous data circuit. No error correction or in-band
control codes are supported. (Possible NCI Code: 04DUS5-64).

DS] Hub Service
DS1 Hub Service allows a Customer to aggregate up to 24 DS0 channels
that terrmunate in the same location into a single DS1 and the distribution
of End Link circuits,
Rates for Dedicated Access Services
General
and monthly recurring rates apply for each Digital Transmission Service

Nonrecurmng
fumished by the Company. Monthly recurring rates vary according to the time period for
which the Castomer commuls 10 take the service. Unless otherwise noted, these standard

raie clements are used tn calculating the monthly recurming rate for each service:

147.0.1 Interoffice Channel Mileage-Fixed: This rate element applics per digital
channel whenever there is mileage associated with the channel; a digital
channel has mileage associated with it when the endpoints of the channel
are located in geographic areas normally served out of separate Customer
premuses or the Customer premise and the Level 3 Gateway. This rate

clement apphes per cirouit endpotnt.

Interoffice Channel Mileage-Per Mile: This rate element applies
whencver there is mileage associated with the digital channel. The unit
rate is multiphied by the number of miles (Interoffice Mileage ) between
the two Customer premises or the Customer premise and the Level 3
Gateway. Fractions of a mile are rounded up 1o the next whole mile
before rates are applied.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)
1472 DS3 Servics (44,736 Mbps)
14721 TypelDS3 Service

This service consists of a DS3 (44,736 Mbps) capacity digital channel
available on a 24 hour per day, 7 day per week basis between two points.
There is a 1-year minimum service period for each Basic DS3,

Monthly Recurring Rate
Interoffice Channel Mileage
{Fized)
Interoffice Channel Mileage
(Per Mile)

Nonrecumning Installation Rate

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L1L.C
1450 Infinite Drive

Louisville, CO 80027
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SECTION 14 - DEDICATED ACCESS SERVICES (CONTD)

14722 Type 1 DS3 Service

Monthly Recurring Rate 1Yer
Interoffice Channe] Mileage $2,025
(Fined)
Interoffice Channel Mileage 41
(Per Mile)
Nonrecwming Installation Rate $1.000
ISSUED: EFFECTIVE:

Issued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive
Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. |

ORIGINAL PAGE NO 52
LOCAL EXCHANGE SERVICE

14723

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commenications, LLC
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14731 Tape L DS] Service

Meonthiy Recurring Rate
Interoffice Channel Mileage
(Fixed)

Interoffice Channel Mileage
{Per Mile)
Nonrecurming Installation Rate

EFFECTIVE:

Thomas C. Stornz, Senior Vice President, General Counscl, and Secretary
Level 3 Communications, LLC
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SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)
147.3.2 Type 1 DS| Service

Moanthly Recurring Rate
Interoffice Channel Mileage
(Fixed)

Interoffice Channel Milcage
(Per Mile)
Nonrecurring Installation Rate

EFFECTIVE:

Thomas C. Stortz, Senior Vice President. General Counsel, and Secretary
Level 3 Commumications, LLC

1450 Infinite Drive

Louiswille, CO 80027
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ORIGINAL PAGE NO 55

This service consists of ap to 28 D51(1.544 Mbps) digital channels, which are aggregated
st a Level 3 Hub onto a standard DS3 circuit with Interoffice Mileage and End Link
Access Charges at the terminating end. There is a minimum 1-year service period for
each DS3 Hub Service.

Service

Confliguration
DS 3 Channe] between a Costomer Location
and a Level 3 Gateway

DS3 Hub Port @ Level 3 Gateway

End Link Access Charge

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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ORIGINAL PAGE NO 56
LOCAL EXCHANGE SERVICE

SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)
1475 Channclized DS3 Servicg

This service consists of 28 DS1 (1.544 Mb ps) digital channels which connect two chent
locations each vtilizing Channelized DS3 Service. The connection will be rated as a
standard DS3 circuit and at both ends. There is a minimum 1-year service penod for
cach High Capacity DS1 Service.

Service Non- Monthly Recurring |
Configuration Recurring

1Yr.
Twenty Eight (28) DS1s between two Rate Schedule
Customer Locations

Digital Channels @ Both Customer Locations No incremenial
charge

EFFECTIVE:

Thomas C. Stortz, Semior Vice President, General Counsel, and Secretary
Level 3 Commumcations, LLC

1450 Infinse Drive

Lousville, CO 80027
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ORIGINAL PAGE NO 57
LOCAL EXCHANGE SERVICE

SECTION 14 - DEDICATED ACCESS SERVICES (CONTD)

14.7.6 D50 Service
14761 Basic Type | D50 Service
Monthly Recurring
Non- DS0
64 kbps $300 $150 65/mile
ISSUED: EFFECTIVE:
Issued By: Thomas i”. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027
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LOCAL EXCHANGE SERVICE

SECTION 14 - DEDICATED ACCESS SERVICES (CONT'D)

14.7.7 DS Hub Service

This service consists of up to 24 DSO digital channels, which are aggregated at a Level 3
Gateway onto a standard DS circuit with Interoffice Mileage al the termunating end.
There is a mznimum | year service period for cach Hubbed DS 1 Servace.

N CMeee

Standard Monthly Recurring
Rate
Elements
DS1 Channel between Cusiomer
location and a Level 3 Gateway
DS1 Hub @ Level 3 Gateway
DE0 End Link

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Lewvel 3 Communications, LLC

1450 Infinite Drive

Loaisville, CO 80027
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LOCAL EXCHANGE SERVICE

14.7.7.1

Service Component
Milcage Charge

o KbpsxN(N>1)

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L1.C

1450 Infinite Drive

Loasville, CO 80027
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LEVEL 3 COMMUNICATIONS, LLC

SOUTH DAKOTA PUC TARIFF NO. |
ORIGINAL PAGE NO 60

LOCAL EXCHANGE SERVICE

15.1

152

153

154

lodividual Case Basis. (ICB

Asrangemenis will be developed on a case-by-case basis in response to a2 bona fide request from a
Customer or prospective Customer to develop a competitive bid for a service offered under this
tanfl. Rates quoted in response to such competitive requests may be different than wose
specified for such services in this tanff. ICB rates will be offered to the Customer in writing and
on a nondiscniminatory basis.

ICBs wall be filed wiath the Communications Division of the Colanmssion.
Promotional Programs

The Company may make promotional offerings of its tariffed services which may include
reducing or waiving applicable charges for the promoted service. No individual promotional
offering will exceed six months in duration, and any promotional offering will be extended on a
non-discnmnatory basis to any Cusiomer similarly classified who requests the specific offer.

Al the Company's option, a lettcr outliming the promotion may be filed with the Commission Staff
it- licu of filing language in the taniff.

Special Assembly

The Company may provide a unique intrastate service arrangement for a Customer where no
tariffed services exists for the service. The unique service can be provided via a Special
Assernbly.

The Company will file the Special Assembly including the contract terms, conditions and rates by
letter with the Communications Division

Special Construction

Subject 1o the agreement of the Company and to all of the regulations contamed mn the tanffs

ol the Company, special construction and special armangements may be undertaken oo 3
reasonabie cfforts basis at the request of the Customer, Special arrangements include any service
or facility relating 1o a regulated telecommunications not otherwise specified under tanfT, or for
the provision of service on an expedited basis or in some other manner different from the normal
tariff conditions. Special construction is that construction undertaken;

ISSUED: EFFECTIVE:

lssued By: Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 1

ORIGINAL PAGE NO 61
LOCAL EXCHANGE SERVICE

155

15.6

154.1 where facilities are not presently available, and there is no other requirement for the
facilitics 50 constructed:;

154.2 of a type other than that which the Company would normally utilize in the furnishing of
its services;

1543 over a route other than that which the Company would normally utilize in the furnishing
of its services;

1544 in a quantity greater than that which the Company would normally construct;

1545 on an expedited basis;

154.6 on atlemporary basis until permanent facilities are available,

154.7 involving abnormal costs; or

1548 in advance of its normal construction.

Basis for Charges

Where the Company furnishes a facility or service on a special construction basis, or any service
for which a rate or charge is not specified in the Company's tanffs, charges will be based on the
costs incurred by the Company and may include, (1) nonrecurring type charges: (2) recurring type
charges, (3) termination liabilities; or (4) combinations thereof. The agreement for special
construction will ordinarily include a minimum service commitment based upon the estimated
service life of the facilities provided.

Basis {or Cost Computation

The costs referred (o in Section 15.4 preceding may include one or more of the following items to
the extent they are applicable:

156.1 installed costs of the facilities to be provided including estimated costs for the
rearmangements of existing facilities. Installed costs include the cost of:

156.1.1 equipment and materials provided or used,
156.12 engineering, labor and supervision,

15613 transportation,

ISSUED: EFFECTIVE:

Issued By: Thomas C. Storz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO BOO27




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 1

ORIGINAL PAGE NO 62
LOCAL EXCHANGE SERVICE

SECTION 15 - SPECIAL ARRANGEMENTS (CONT'D)
15614 rights of way, and
156.1.5 any other item chargeable 10 the capital account;
15.6.2 annual charges including the following:

156.2.1 cost of maintenance:;

15622 depreciation on the estimated installed cost of any facilities provided,
based on the anticipated useful service life of the facilines with an
appropriale allowance for the estimated net salvage;

administration, taxes and uncollectible revenue on the basis of reasonable
average costs for these items;

any other identifiable costs related 1o the facilities provided; and
an amount for return and contmgencies.
Termistion Lighil

To the extent that there is no other requirement for use by the Company, the Customer may have
a termination lizhility for facilities specially constructed at the request of the Customer, if and

oaly if such liability is clcarly stated in a written agreement between the Company and the
Customer.

15.7.1 The maximum termination liability is equal to the total cost of the special facility as
determined herein, adjusted to reflect the redetermined estimate net salvage, including
any reuse of the facilitics provided.

The maximum termination liability shall be divided by the original term of service
contracted for by the Customer (rounded up to the next whole number of months) to
determine the monthly liability. The Customer's termination Liability shall be equal to this
monthly amount muluplied by the remaining unexpired term of service (rounded up 1o
the next whole number of months), discounted to present value at six percent (6%). plus
apphicable taxes.

Tem
The memimum term for any Level 3 Communicabions, LLC dedicated access service shall not be

less than one (1) year, unless otherwise agreed to by the Company. The Customer and Company
may agree to longer minimum tzrms for particular services.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, L1.C

1450 Infinite Drive

Louisville, CO 80027
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Original Title Page
INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

RECEIVED

APR 15 1999

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION

TARIFF SCHEDULE APPLICABLE TO
INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
WITHIN THE STATE OF SOUTH DAKOTA
BY

LEVEL 3 COMMUNICATIONS, LLC

This tasiff applies to the Intrastate Interexchange Telecommunications Services furnished by
Level 3 Communications, LLC (“Level 3" or “Company™) between one or more points in the State of
South Da.ota. This tariff is on file with the South Dakota Public Utilities Commission, and copics may
be inspected, during normal business hours, at Level 3's principal place of business, 1450 Infinite Drive,

Issued by:

Thomas C. Storiz
Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO B0027
(303) 926-3000

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counscl, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Loaisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

CHECK SHEET
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EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinate Drive

Louisville, CO 80027
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INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
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SECTION 5 - USE OFCUSTDMERS SERVICE BY OTHERS

ISSUED: EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisvilie, CO 80027
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SOUTH DAKOTA PUC TARIFF NO. 2

Original Page No. 3
INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

TABLE OF CONTENTS (CONT'D)
SECTION 7 - NOTICES AND COMMUNICATIONS...
SECTION 8 - CUSTOMER EQW ANDCHANN'E.LS

£.1 General...

8.2 Suation qupmml: -

8.3 Interconnection of Facilities

8.4 Tests and Adjustments

SECTIDN 9- A.LI.DW.ANCFS FOR INTERRUPTIONS IN SERVICE...
9.1 General...
9.2 No credit n!lummc vnli bc rmd: I'ur

s s i SPECI.AL
10.1 Special Construction ...
10.2 Basis for Charges.....

10.3 Basis forCmComtllm
10.4 Termimation Liability.
SECTION 11 -

YP‘ROM NALPRQG S
SECTION 12 - APPLICATION OF RATES
12.1 General...

12.2 Comwmmu DfC'hafgts !for Mcsng: T:lccnmnumcallnns Scmac
12.3 Minimum Call Completion Rate

SECTION 13 - DFSCRIFHON AND RATES FOR OPERATOR SERVICES

SECTION 15 - SPECIAL ARRANGEMENTS
15.1 Sp :-1al Service Armangements

14.2 Message Telecommunications Scr\u:t ..................................................................................... 7
15.2 Non-Standard Offerings

EFFECTIVE:
Thomas C. Stortz, Serior Vice President. General Counsel, and Secretary
Level 3 Commumnications, LLC
1450 Infinite Dnive

Louisville, CO 80027
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SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 4

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

EXPLANATION OF SYMBULS

The following symbols shall be used in this tariff for the purposes indicated below.

(©
(D)
L)

L)

(N)

(R)

To signify changed listing. rule, or condition which may affect rates or charges.
To signify discontinued material, including listing, rate, rule or condition.
To signify an increase.

To signify material relocated from or to another pan of tariff schedule with no
change in text, rate, rules or conditions.

To signify new matenials including listing. rate, rule or condition,
To signify reduction.

To signify change in wording of text but not change in rate, rule or condition.

ISSUED:
lssued By

EFFECTIVE:
Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 5

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

APPLICATION OF TARIFF

This TanfT contains the regulations and rates applicable (o intrastale telecommunications services
provided by Company to Customers for telecommunications between points within the State of south
Dakota. Company's services are furnished subject to the availability of facilities and subject to the terms
and conditions of this Tanff.

The rates and regulations contained in this Tariff apply only to the services fumished by Company and do
not apply, unless otherwise specified, to the lines, facilities, or services provided by a local ~xchange
telephone company or other common camner for use in accessing the services of Company.

The Customer is entitled to limit the use of Company's services by end users at the Customer's facilities,
and may use other common carriers in addition to or in lieu of Company.

ISSUED: EFFECTIVE:
Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOU H DAKOTA PUC TARIFF NO. 2

Original Page No. 6

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION 1 - DEFINITION OF TERMS
Certain terms used generally throughout this tanff for Communications Service of this Company are

defined below.

Advance Payment: Part or all of a payment required before the stan of service.

Authorized User: A person, firm or corporation which is authorized by the Customer to
be connected to the service of the Customer.

Commission; South Dakota Public Utilities Commission.
Company; Level 3 Communications, LLC, the issuer of this tanff.

Customer; The person, firm or corporation which purchases service and is responsible
for the payment of charges and compliance with the Company's regulations.

LATA: A Local Access and Transport Area established pursuant to the Modification of
Final Judgement entered by the United States District Court for the District of Columbia
in Civil Action No. 82-0192; or any other geographic area designated as a LATA in the
Mational Exchange Carrier Association, Inc. Tariff F.C.C. No. 4.

Maior Service Interruption: An interruption of Customer service duc to the Company s
negligence or due (o its noncompliance with the provisions of this tanfT,

Opcrator Dialed: Applies a surcharge (o operator station, person-lo-person, station
collect, person collect and third party raied calls when the Customer has the capacity of
dialing all the digits necessary to complete a call, but elects (o dial only the appropniate
operator code and requests the operator 1o dial the called station.

Opemator Dialed Charge: The end user places the call without dialing the destination
number, although the capability to do it himself exists. The end user will dial "0" for
local calls and "00" for long distance calls and then requests the operator to dial the called
station.

Person-to-Person; A service for which the person oniginating the call specifies to the
company operator a particular person'’s mobile station, department, extension or office to
be reached. If the called party is unavailable and the calling party requests or agrees (o
speak (o a party other than the party initally specified, the call is still billed a person-to-

person call.

Premiscs; The space occupied by a Customer or Authorized User in a building or
buildings or contiguous property (except railroad nights-of-way. cic.) not scparated by a
highway.

Issued By

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

140 Infinite Drive

Louisville, CO 80027
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LEVEL 3 COMMUNICATIONS, LLC

SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 7

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

SECTION | - DEFINITION OF TERMS (CONT'D)

Recurring Charges: The monthly charges to the Customer for services, facilities and
equipment, which continue for the agreed upon duration of the service.

Station-to-Station: Refers to calls other than Person-to-Person calls billed to either the
end user’s comunercial credit card and/or non-proprictary calling cand. Calls may be
dialed with or without the assistance of a Company operator. Collect calls to coin
iclephones and transfers of charges to third telephones which are coin telephones will not
be accepted.

Service Commencement Date: The first day following the date on which the Company
notifics the Customner that the requested service or facility is available for use, unless
exiended by the Customer’s refesal 1o accept service which does not conform to standards
set forth mn the Service Order or the tarniffs of the Company, in which case the Service
Commencement Date is the date of the Customer's acceptance. The Company and
Customer may mutually agree on a substitute Service Commencement Date.

Service Oypder: The written request for Company Services submutted by the Customer in
the format devised by the Company. The signing of a Service Order by the Customer and
acceptance by the Company initiates the respective obligations of the partics as set forth
herein and pursuant to the taniffs of the Company, but the duration of the service is
:alculated from the Service Commencement Date.

User: A Customer or any other person authonzed by a Customer to use service provided
1o the Customer under a Level 3 Communications, LLC tariff.

Issued By

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Lowswlle, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 8

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

The Company does not undertake 10 transmit messages but offers the use of its facilities
for the transmission of communications,

Customers and Users may use services and facilities provided under the tanfTs of the
Company to obtain access to services offered by other companies. The Company is
responsible for the services and facilitics provided under its tanfTs, and for its unregulated
services provided pursuant to contract, and it assurnes no responsibility for any service
{whether regulated or not) provided by any other entity that purchases access to the
Company network in order lo oniginate or terminate such entity’s own services, or lo
communicale with such entity’s own customers.

The Company shall have no responsibility with respect to billings, charges or dispules
related to services used by the Customer which are not included in the services herein
including, without limitation, any local, regional or long distance services not offered by
the Company. The Customer shall be fully responsible for the payment of any bills for
such services and for the resolution of any disputes or discrepancies with the service
provides.

Description of Service

Level 3 Communications, LLC Service consists of any of the services offered pursuant 1o this

taniff, either individually or in combination. Each service is offered independeni of the others,

unless otherwise noted. Service is offered via the Company's facilities or in combination with

transmission facilities provided by other certificated carriers.

. Servi

Customers desiring (o obtain Level 3 Communications, LLC Service must complete the
Company's standard service order form(s).

24.1 The Company reserves the right to limit or to allocate the use of existing facilities, or of
additional facilities offered by the Company, when necessary because of lack of facilitics,
or due 10 some other cause beyond the Company's control, on a nondiscriminatory basis.

The fumishing of service under the tariffs of the Company is subject to the availability on
a conti.oing basis of all the necessary facilities and is limited to the reasonable capacity
of the Company's facilities as well as facilities the Company may obtain from other

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Leve! 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 9

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

carriers to furnish service from time to time as required at the sole discretion of the
Company.

T ~ondii

Service shall be provided and billed on the basis of a nanimum period of at least one
month.

Customers may be required to enter into written service orders which shall contain or
reference a specific description of the service ordered, the rates to be charged, the
duration of the services, and the terms and conditions in the tariffs of the Company.
Customer will also be required to execute any other documents as may be reasonably
requesied by the Company.

Al the expiration of the mitial term specified in each Service Onder, or in any exlension
thereof, service shall continue on a month to month basis at the then current rates unless
terminated by either party. Any termination shall not relieve Customer of its obligation 1o
pay any charges incurred under the service order and the tariffs of the Company prior Lo
termination. The rights and obligations which by their nature extend beyond the
termination of the term of the service order shall survive such termination.

In any action between the parties to enforce any provision of the tariffs of the Company.,
the prevailing party shall be entitled to recover its legal fees and court costs from the non-
prevailing party in addition 10 other relief a court may award.

The tariffs of the Company shall be interpreted and governed by the laws of the State of
South Dakota without regard for its choice of laws provision.

Liabilicy of the C

261 The habality of the Company for damages anising out of the fumishing of its Services,
inclading but not limited to mistakes, omissions, interruptions, delays, or errors, or other
defects, representations, or use of these services or arising out of the failure to furnish the
service, whether caased by acts or omissions, shall be limited to the extension of
allowances for interruption as set forth in Section 9.0, following.

Except for the exiension of allowances to the Customer for intermuption in service as set
for in Section 9.0, Company will not be liable to a Customer or third party for any direct,
indirect, incidental. special, consequential, exemplary or punitive damages, including, but
not limited to, any act or omission, failure to perform, delay, interraption, failere 10

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commmunications, LLC

1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 10

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES
SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

provide any service or any failure in or breakdown of facilities associated with the
SETVICE.

The Company shall not be lizble for any delay or failure of performance or equipment
due to causes beyond its control, including but not limited to: acts of Ged, fire, flood,
cxplosion or other catastrophes: any law, order, regulation, direction, action, or request of
the United States Government, or of any other gove.nment, including state and local
governments having or claiming jurisdiction over the Company, or of any department,
agency, commission, bureau, corporation, or other instrumentality of any one or more of
these federal, state, or local governments, or of any civil or military authority, national
CIMETgencics, insurrections. riots, wars, unavailability of rights-of-way or materials, or
strikes, lockouts, work stoppages, or other labor difficultics.

The Company shall not be liable for any act or omission of any entity furmishing to the
Company or to the Company's Customers or Users facilities or equipment used for or
with the services the Company offers.

The Company shall not be liable for any damages or losses due to the fault or negligence
of the Customer or User or due to the failure or malfunction of Customer or User-

provided equipment or facilities.

The Company does not guarantee nor make any warranty with respect to installations it
provides for use in an explosive atmosphere. The Customer shall indemnify and hold the
Company harmless from any and all loss, claims, demands, suits, or other action, or any
liability whatsoever. whether suffered, made, instituted, or asserted by any other party or
person(s), and for any loss, damage, or destruction of any property, whether owned by the
Customer or others, caused or claimed to have been caused directly or indirectly by the
installation, operation, failure to operate, maintenance, removal presence, condition,
location, or use of any installation so provided.

The Company reserves the right to require each Customer to sign an agreement
acknowledging acceptance of the provisions of this paragraph as a condition precedent to
such installations.

The Company is not liable for any defacement of or damage to Customer or User
premises resulting from the fumishing of services or equipment on such premises or the
installation or removal thereof, unless such defacement or damage is caused by
negligence or willful misconduct of the Company's agents or employees.

Notwithstanding any other provision of this tariff and pursuant to 8.D. Codified Laws
Sections 49-13-1 and 49-13-1.1, any person claiming to be damaged by Company may
cither make complaint to the Commission or may bring suit on his own behalf for the

EFFECTIVE:

Thomas C. Stontz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 11

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

26.10

2611

26.12

26.13

2614

recovery of damages in any court of competent jurisdiction in South Dakota, but no
person may pursue both remedies at the same time.

The Company shall not be liable for any damages or losses due to the fault or negligence
of the Customer or due to the failure or malfunction of Customer provided equipment or
facilies.

The Company shall not be liable for any damages resulting from delays in meeting any
service dates due to delays resulting from normal construction procedures. Such delays
shall include, but not be limited to, delays in obtaining necessary regulaiory approvals for
construction, delays in obtaining right-of-way approvals and delays in actual construction
work.

The Company shall not be liable for any damages whatsoever 1o propernty resulting from
the installstion, maumenance, repair or removal of equipment and associated wiring
unless the damage is caused by the Company's willful misconduct or negligence.

THE COMPANY MAKES NO WARRANTIES OR REFRESENTATIONS,
EXPRESS OR IMPLIED EITHER IN FACT OR EY OPERATION OF LAW,
STATUTORY OR OTHERWISE, INCLUDING WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE, EXCEPT
THOSE EXPRESSLY SET FORTH IN ITS TARIFFS.

The Company shall not be lizble for any damages whatsoever associated with service,
facilives, or equipment which the Company does not furnish or for any act or omission of
Customer or any other enatity furnishing services, facilities or equipment used for or in
conjunction with Level 3 Communications, LLC.

27  Notification of Service-Affecti

To the extent possible, the Company will provide the Customer reasonable notification of service-
affecting activitics that may occur in normal operation of its business. Such activities may
inciude, but are not limited to, equipment or facilities additions, removals or rearrangements and
rostine preventative maintcnance. Generally, sach activitics are not specific 1o an individual
Customer but affect many Customers” services. No specific advance notification penod is
apphcable to all service activities. The Company will work cooperatively with the Customer to
deten me the reasonable notification requirements. With some emergency or unplanned service-
affecting conditions. such as an cutage resulting from cable damage, notificaton 1o the Cusiomer

may not be possible.
lssued By Thomas C. Storiz, Semior Yice President. General Counsel, and Secretary

Level 3 Communications, L1LC
1450 Infimite Drive
Lourswille, CO 80027
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All services along the facilities between the point identified as the Company’s origination
point and the point identificd as the Company's termination point will be furnished by the
Comgpany, its agents or contractors.

The Company may undertake to use reasonable efforts to make available services 1o a
Customer on or before a particular date, subject to the provisions of and compliance by
the Customer with, the regulations contained in this tariff,

The Company undertakes to use reasonable efforts 10 maintain only the facilities and
equipment that it furnishes to the Customer. The Customer or Authorized

User may not. nor may they permit others to, rearrange, disconnect, remove, attempt to
repair, or otherwise tamper with any of the facilities or equipment installed by the
Comgany. except upon the written consent of the Company.

Equipment the Company provides or installs at the Customer's premises for use in
connection with the services the Company offers shall not be used for any purpose other
than that for which the Company provided the equipment.

The Customer shall be responsible for the payment of service charges as set forth herein

for visits by the Company's agents or employees to the premises of the Customer or
Aunthorized User when the service difficulty or trouble report results from the use of
equipment o facilities the Customer or Authorized User provided.

The Company shall not be responsible for the installation, operation, or maintenance of
any Customer provided communications equipment. Where such equipment is connected
to the facilities fumished pursuant to this taniff, the responsibility of the Company shall
be limited to the furnishing of facilities offered under this tariff and to the maintenance
and operation of such facilities; subject to this responsibility the Company shall not be
respoasible for:

2.8.6.1 The wansmission of signals by Customer provided equipment or for the quality
of. or defects in, such transmission; or

2.8.6.2 The reception of signals by Customer provided equipment. The Customer or
Authorized User is responsible for ensuring that Customer provided equipment
connected to Company equipment and facilities is compatible with such
Company equipment and facilities. The magnitude and character of the voltages
and currents impressed on Company provided equipment and wiring by the
connection, operation, or maintenance of such equipment and wiring shall be
such as not to canse damage 1o the Company provided equipment and wiring or

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LL.C

1450 Infinite Drive

Lowsville, CO B0027
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19

SECTION 2 - UNDERTAKING OF THE COMPANY (CONT'D)

injury to the Company s employees or 1o other persons. Customer will submit to
Company a complete manufacturer’s specification sheet for each mem of
equipment that is not provided by the Company and which shall be attached 10
the Company's facilities. The Company shall approve the use of such item(s) of
equipment unless such item is technically incompatible with Company's
facilibes. Any additional protective, equipment required to prevent such damage
or injury shall be provided by the Company a1 the Customer's ex pense.

1863 Any special interface equipment necessary (o achieve compatibility between the
facilities and equipment of the Company used for furnishing Level 3
Communications, LLC services and the channels, facilites, or equipment of
others shall be provided at the Customer's expense.

28.6.4 Level 3 Communications, LLC may be connected 1o the services or faciliues of
other communications carmers only when authorized by, and in accordance with,
the terms and conditions of the tanffs of the other communications camier which
are applicable to such connections.

Nonroyting Installation

At the Customer’s request, installation and/or maintenance may be performed oulside the
Company’s regular business hours and/or in hazardous locations. In such cases, charges based on
cost of the actual labor, material, or other costs incurred by or charged to the Company will apply.
If inst lation s started dunng regular business hours but, at the Customer’s request, extends
beyond regular business hours into time periods including, but not limited to, weekends, holidays,
and/or night bours, additional charges may apply.

Tule 1o all facilines provided in accordance with the wariffs of the Company remains with the
Company, its agents or contractors. The Customer shall not have, nor shall it assert, any nghi,
ttde or mterest in all the fiber optic or other facilities and associated equipment provided by the
Company hercunder.

The Company will promptly advise Customers who may be affected oi new, revised or optional
rates applicable 1o their service. Pertinent information regarding the Company's services, rates
and charpes shall be provided directly 10 Customers, or shall be available for inspection at the
Company’s local business address. If required by the South Dakota Public Utilities

ISSUED: EFFECTIVE:

Issued By ‘Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Level 3 Comemumications, LLC
1450 Infinite Drive
Lourswille, CO 80027
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Commission, the Company will cause to have published a notice of its intention to charge its
rates, tolls, charges, rules and regulations in one or more newspapers in circulation in the affected
aca

Costiguity of Servi

In the event of prior knowledge of an interruption of service for a period exceeding one day, the
Customers will, if feasible, be notificd at least one wock in advance.

5 o o=

The provision of services is subject to and contingent upon the Company obtaining and retaining
such approvals, consents, governmental authorizations, licenses and permits, as may be required
or be deemed necessary by the Company. The Company shall use reasonable efforts to obtain and
keep in cffect all such approvals, consents, authorizations, licenses and permits that may be
required to be obtained by it. The Company shall be entitled to take, and shall have no liability
whatsoever for, any action necessary to bring the Services into conformance with any rules,
regulstions, orders, decisions, or directives imposed by the Federal Communications Commission
or other applicable agency, and the Customer shall fully cooperate in and take such action as may
be requested by the Company to comply with any such rules, regulations, orders, decisions, or

; e

2.14.1 Company provided intrastate operator assisted communications services will observe the
following requirements:

2.14.1.1 Identify itself at the time the end-user accesses its service.

2.14.1.2 Upon request, quote all rates and charges for its services to the end-user
accessing ils system

2.14.1.3 Arrange to have posted in plain view at each telephone location which
sutomatically sccesses the Company's operator service network and
where its services are made available to the public ur transient end-users:
214.13.1 the Company's operator service name and address;

214132 bill and service dispute calling information including the
operator service provider's dispute resolution phone
number,

W

EFFECTIVE:

Thomas C. Stonz, Senior Vice President, General Counsel, and Secretary
Level 3 Comnmmications, LLC
1450 Infinite Drive
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214133 clear and specific instructions informing the end-user

how to access a local exchange telephone company
operator s an altcrnative available to the end-user; and

214134 notice concerning any and all amounts to be billed by the
Company's operator scrvices on behalf of any host
location or third party which will appear on the operator
service provider’s bill for services rendered.

214.14 In instances when the Company is unable to complete the call and it
requures transfer 1o another telephone corperation which may affect the
rates and charges applicable to the telephone bill, inform the caller of the
transfer and its possible effect on the applicable rates and charges, before
any charges are incurred.

214.15 In the case of such transfer, the telephone corporation or provider to
which the call is transferred shall identify itself and inform the caller of
the transfer’s effect on the applicable retes and charges, before any

charges are incurred.
2.14.2 The Company will comply with the following provisions:
2.142.1 Providens of intrastate operator assisted communications services shall

not take any action or enter into any armengement which restricts end-
users selection among competing interexchange telephone corporations
or end users access to competing providers of intrastate operator assisted
COMMUNICALIoNS Services, Of pay any commissions or other
compensation to any entity engaged in such action or ammangement.

ISSUED: EFFECTIVE:
Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER
31 Geoeml
The Customer shall be responsible for:

311 the payment of all applicable charges pursuant to the tariffs of the Company;

3.12 damage to or loss of the Company’s facilities or equipment caused by the acts or
omissions of the Customer or of any User; or by the noncompliance by the Customer or
any User with these regulations; or by fire or theft or other casualty on the Customer’s or
any User’s Premises, unless caused by the negligence or willful misconduct of the
employees or agents of the Company;

313 providing at no charge. as specified from time to time by the Company, any needed
personnel, equipment space and power to operate the Company facilities and equipment
installed on the premises of the Customer or any User; and the level of heating and air
conditioning necessary to maintain the proper operating environment on such premises,

3.1.4  any and all costs associated with oblaining and maintaining of the rights-of-way from the
point of entry at the Customer’s location to the termination point where service is finally
delivered to the Customer, including, but not limited to, the costs of installing conduit or
of altering the structure to permilt installation of Company provided facilities. The
Customer’s use of such rights-of-way shall in all respects be subject to the terms,
conditions and restrictions of such rights-of-way and of agreements between the
Company and such third parties relating thereto, including without limitation, the
duration applicable to and the condemnation of such rights-of-way, and shall not be in
violation of any applicable governmental ordinance, law, rule, regulation or restriction,
‘Where applicable, the Customer agrees that it shall assist the Company in the
procurement and maintenance of such right-of-way. The Company may require the
Customer to demonstrate its compliance with this section prior (o accepting an order for
service;

3.1.5 providing a safe place to work and complying with all laws and regulations regarding the
working conditions on the premises at which the Company s employees and agents shall
be installing or maintaining the Company’s facilities and equipment. The Customer may
be required to install and maintain the Company's facilities and equipment within a
hazardous area if, in the Company's opinion, injury or damage to the Company s
employces or property might result from installation or maintenance by the Company;

3.1.6 the Customer shall be responsible for identifying. monitoring, removing and disposing of
any hazardous matenal (e.g. friable asbestos) prior (0 any constroction or installation

work;
ISSUED: EFFECTIVE:
Issued By Thomas C. Stornz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Loaisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER (CONT'D)

3.1.7 complying with all laws and regulations applicable to, and obtaining all consents,
approvals, licenses and permits as may be required with respect to, the location of the
Company's facilities and equipment in any Customer or User premises or the rights-of-
way for which Customer is responsible under section 3.1.4; and granting or obtaining
permussion for the Company s agents or employees to enter the premises of the Customer
or any User al any time for the purpose of installing, inspecting, maintaining, repairing,
or upon termination of service as stated herein, removing the facilities or equipment of

the Company:

nol cresting or allowing to be placed any liens or other encumbrances on the Caompany's
equipment or facilities; and

making the Company’s facilities and equipment availsble periodically for maintenance
parposes at a time agreeable to both the Company and the Customer. No allvwance will
be made for the period during which service is interrupted for such purposes.

Prohibited U

The services the Company offers shall not be used for any unlawful purpose or for any
use as to which the Customer has not obtained all governmental approvals,

authorizations, licenses, consents and permils required to be obtained by the Customer
with respect thereto.

The Company may require applicants for service who intend to use the Company's
offerings for resale and/or for shared use (o file a letier with the Company confirming that
their use of the Company s offerings complies with relevant laws and Commission
regulations, policies, orders, and decisions.

The Company may, without obtaining any further consent from the Customer, assign any
nghts, prvileges, or obligations under this tanff. The Customer shall not, without prior
written consent of the Company, assign, transfer, or in any other manner dispose of, any
of its nghts, privileges, or obligations under this tanff, and any aitempt 1o make such an
assignment, transfer, disposition without such consent shall be null and void.

The Company may require a Customer to immediately shut down its transmission of
ignals if said transmission is causing interference Lo others,

A Customer may not use the services so as 1o interfere with or impair service over any
facilities and associated equipment, or 50 as to impair the privacy of any communications
over such facilities and associated equipment.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Lewvel 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 3 - OBLIGATIONS OF THE CUSTOMER (CONT'D)
326 Customer use of any resold service obtained from other service providers shail also be
subject to any applicable restrictions imposed by the underlying providers.

3.2.7 A Customer or Authorized User shall not represent that its services are provided by the
Company. or otherwise indicate (o its customers that 'ts provision of services is jointly
with the Company, without the written consent of the Company. The relationship
between the Company and Customer shail not be that of partners or agents for one or the
other, and shall not be deemed to constitute a partnership or agency agreement.

00 00 g =

A Customer shall not use any service mark, trade mark or trade name of Company or
refer to Company in connection with any product, equipment, promotion or publication

of the Customer without the approval of Company.
Claims

With respect to any service or facility provided by the Company, Customer shall indemnify,
defend and hold harmless the Company from and against all claims, actions, damages, liabilities,
costs and expenses, including reasonable attorneys’ fees fos:

33.1  any loss, destruction or damage to property of the Company or any third party, or the
death or injury to persons, including, but not limited to, employees or invitees of either
party, to the extent caused by or resulting from the ncgligent or intentional act or
omission of the Customer or User or their employees, agents, representatives or invitees:

any claim, loss, damage, expense or liability for infringement of any copyright, patent,
trade secret, of any proprictary or intellectual property right of any third party, arising
from any act or omission by the Customer or User, including, without limitation, use of
the Company's services and facilities in a manner not contemplated by the agreement
between Customer and the Company; or

any claim of any nature whatsoever brought by a User with respect to any matter {or
which the Company would not be directly liable to the Customer under the terms of the
applicable Company tariff,

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 4 - PAYMENT ARRANGEMENTS
Payment for Service
The Customer is responsible for the payment of all charges for facilitics and services furnished by

the Company to the Customer and 1o all Users authonized by the Customer, regardless of whether
those services are used by the Customer.

Nonrecurring charges are due and payable within 30 days as indicated on the due date on
an invoice received by Customer from the Company.

Customers will only be charged once, on either an interstate or intrastate basis, for any
nonrecurring or usage based charges.

Charges based on usage will be included on the next invoice rendered following the end
of the billing cycle in which the usage occurs, and will be due and payable within 30 days
as indicated on the invoice due date.

When service does not begin on the first day of the month, or end on the last day of the
month, the charge for the fraction of the month in which service was fumished will be
calculated on a pro rata basis. For this purpose, every month is considered to have 30

days.

Billing of the Customer by the Company will begin on the Service Commencernent Date,
which is the first day following the date on which the Company notifics the Customer
that the service or facility is available for use, except that the Service Commencement
Date may be postponed by mutual agreement of the parties, or if the service or facility
does not conform 10 standards set forth in the wariffs of the Company or the Service
Order. Billing accrues through and includes the day that the service, circuit, armangement
or component is discontinued.

With respect to Customers, if any portion of the payment is received by the Company
after the date due, or if any portion of the payment is received by the Company in funds
which are not immediately available, then a late payment penalty shall be due to the
Company. The latz payment penalty shall be the portion of the payment not received by
the date due, net of taxes, not compounded, multiplied by a monthly late factor of 1.5%.

For anry check returned to the Company due to insufficient funds, uncollected funds, or
closed account, Customer will be assessed a $25.00 fee per check retumned.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commanications, LLT

1450 Infinite Drive

Louisville, CO 80027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)
43  Discontinuance of Service

43.1 Upon nonpayment of any amounts owing to the Company, the Company may, by giving
fourteen (14) days prior written notice 1o the Customer, discontinue or suspend service
without incurring any liability.

432 Upon violation of any of the other material terms or conditions for fumnishing service
including fraud the Company may, by giving three (1) days prior notice in writing to the
Customer, discontinue or suspend service without incuming any liability if such violation
continues during that period.

433 Upon condemnation of any material portion of the facilities used by the Company 1o
provide service to a Customer, or if a condition immediately dangerous or hazardous to
life, physical safety or property exists, or if a casualty renders all or any material portion
of such facilities inoperable beyord feasible repair, the Company, by notice to the
Customer, may discontinue or suspend service without incurring any linbility.

4.34 Upon any governmental prohibition or required alteration of the services to be provided
or any violation of an applicable law or regulation, the Company may immediately
discontinue service without incurring any liability,

435 Upon the Company’s discontinuance of service to the Customer under paragraphs 4.5.1 or
4.5.2 above, the Company, in addition to all other remedies that may be available to the
Company at law or in equity or under any other provision of the tariffs of the Company,
may declare all future monthly and other charges which would have been payable by the
Customer duning, the remainder of the minimum term for which such services would
have otherwise been provided to the Customer to be immediately due and payable
(discounted to present value at six percent (6%)).

43.6 Any Customer or Applicant for Service requesting the opportunity to dispute any action
or determination of Company under the Commission’s Customer Service Rules shall be
given an opportunity for a supervisory review by the Company immediately following
Customer’s request for such review. Service will not be disconnected pending
completion of the review.

437 Service may be disconnected, upon writien notice, when necessitated by conditions
beyond Company's control. These conditions include, but are not limited to, a
Customer’s call volume or caliing pattern that results or may result in network blockages
or other service degradation which adversely affect service to the calling party, Customer,
or other Customers of Company. Company also reserves the right to discontinue
furnishing service, upon written notice, when the Customer is using the service in
violation of the provisions contained herein, or in violation of the law.

ISSUED: EFFECTIVE:
Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, C7) 80027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

438 Service may be discontinued by Company, without notice 10 the Customer, by blocking
traffic to cenain cities, or NXX exchanges, or by blocking calls using certain Customer
authorization codes, when Company deems it necessary (o take such action to prevent
unlawful use of its service. Company will restore service as 500n as it can be provided
without undue risk, and will, upon request by the Customer affected, assign a new
authorization code to replace the one that has been deactivated.

: o o Abliation fos Saes

44.1 Applications for service are noncancellable unless the Company otherwise agrees. Where
the Company permits the Cusiomer to cancel an application for service prior Lo the stan
of service or prior (o any special construction, no charges will be imposed except for
those specified below,
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Where, prior to cancellation by the Customer, the Company incurs any expenses in
installing the service or in preparing to install the service that it otherwise would not have
incurred, a charge equal to the costs the Company incurred, less net salvage, shall apply,
but in no case shall this charge exceed the sum of the cha:ge for the minimum period of
services ordered, including installation charges, and all charges others levy against the
Company that would have been chargeable to the Customer had service begun (all
discounted to present value at six percent (6%)).

Where the Company incurs any expense in connection with special construction, or
where special arrangements of facilities or equipment have begun, before the Company
receives a cancellation notice, a charge equal to the costs incurred, less net salvage,

applies. In such cases, the charge will be based on such elements as the cost of the
equipment, facilitics, and material, the cost of installation, engincering, labor, and
supervision, general and administrative expense, other disbursements, depreciation,
maintenance, taxes, provision for retumn on investment, and any other costs associated
with the special construction or arangements.

The special charges descnibed in paragraphs 4.4.1 through 4 4.3, above, will be calculated
and applied on a case-by-case basis.

Change in Service Requested

If the Customer makes or requests matenal changes in circuit engineering, equipment
specifications, service parameters, premises locations, or otherwise materially modifics any
provision of the application for service, the Customer’s installation fee shall be adjusted
accordingly.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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SECTION 4 - PAYMENT ARRANGEMENTS (CONT'D)

4.6

4.7

Taxes

The Customer is responsible for the payment of Federal excise taxes, gross receipts, access, state
and local sales and use taxes and all taxes, fees, surcharges (however designated) and other
exactions imposed on the Company or its services by govemnmental jurisdictions, other than taxes
imposed generally on corporations. Any taxes imposed by a local jurisdiction (e.g. county and
municipal taxes) will only be recovered from those Customers residing in the affected
jurisdictions. All such taxes, fees, and charges shall be separately designated on the Company
invoices, and are not included in the tariffed rates. It should be the responsibility of the Customer
to pay any such taxes that subsequently become applicable retroactively.

Di Bi

The Customer may dispute a bill only by written notice to the Company. Unless such notice is
received in a timely fashion, the bill statement shall be deemed to be correct and payable in full
by Customer. Any Customer who has a dispute shall be advised by the Company that the
Customer may file a formal or informal complaint with the Commission.

ISSUED: EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Lewel 3 Communications, LLC
1450 Infinite Dnive
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SECTION 5 - USE OF CUSTOMER'S SERVICE BY OTHERS
5.1  Tmnsfers and Assignments

5.1.1  Neither the Company nor the Customer may assign or transfer uts rights or duties in
connection with the services and facilities provided by the Company without the writien
consent of the other pany and any appropriate authorizations, if necessary, except that the
Company may assign its rights and duties (a) to any subsidiary, parent company or
affiliate of the Company, (b) pursuant to any sale or transfer of substantially all the assets
of the Company; or (c) pursuant to any financing, merger or reorganization of the
Company.

5.1.2  If a Customer cancels a Service Order or terminates services before the completion of the
term for any reason whatsoever other than a Major Service Interruption, Customer agrees
to pay to the Company the following sums, within 21 d.ys of the effective date of the
cancellation or lermination and be payable under the terms set forth in Section 4.0,
preceding: all costs, fees and expenses reasonably incurred in connection with:

5.1.21 All Nonrecurring charges as specified in the Company's tariffs, plus

5.1.22 Any disconnection, early cancellation or termination charges reasonably
incurred and paid to third parties by the Company on behalf of Customer,
plus

5123 All Recurring Charges specified in the applicable Company tariff for the

balance of the then current term.

5.1.24 A percentage up to the entire committed total of ail usage charges due to
Company over the term.

ISSUED: EFFECTIVE:

Issued By Thomas C. Stonz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
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SECTION 6 - CANCELLATION OF SERVICE

Reserved for future use.

EFFECTIVE:
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SECTION 7 - NOTICES AND COMMUNICATIONS

The Customer shall designate on the Service Order an address to which the Company shall mail
or deliver all notices and other communications, excepl that Customer may also designate a
scparaie address to which the Company's bills for service shall be mailed.

The Company shall designate on the Service Order an address to which the Customer shall mail
or deliver all notices and other communications, except that the Company may designate a
scparate address on each bill for service to which the Customer shall mail payment on that bill.

All notices or other communications required 1o be given pursuant 1o the tariffs of the Company
will be in wniting. Notices and other communications of either party, and all bills mailed by the
Company, shall be presumed to have been delivered to the other party on the third business day
following placement of the notice, communication or bill with the U.S. Mail or a private delivery
service, prepaid and properly addressed, or when actually received or refused by the addiressee,
whichever oceurs first.

The Company or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing, by following the procedures for giving
notice set forth herein.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
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A User may transmit or receive information or signals via the facilitics of the Company. The
Company's services arc designed primanly for the transmission of voice-grade telephonic signals,
except as otherwise stated in the tariffs of the Company. A User may transmut any form of signal
that is compatible with the Company s equipment, but except as otherwise specifically stated in
its tariffs, the Company does not guarantee that its services will be suitable for purposes other
than voice-grade telephonic communication.

Station Ecxi

821 Tominal equipment on the User’s Premises and the electric power consumed by such
equipment shall be provided by and maintained at the expense of the User. The User is
responsible for the provision of wiring or cable to connect its terminal equipment to the
Company's Point of Connection.

The Customes 1s responsible for ensuring that Customer-provided equipment connected
to the Company equipment and facilities is compatible with such equipment and
facilities. The magnitude and character of the voltages and currents impressed on
Company-provided equipment and wiring by the connection, operation, or mainicnance
of such equipment and wiring shall be such as not 1o cause damage to Company-provided

equipment and wiring or injury to the Company's employzes or to other persons. Any
additional protective equipment required (o prevent such damage or injury shall be
provided by the Company at the Custorners expense.

Customer provided station equipment may be attached to services provided under the
tariffs of the Company subject to Part 68 of the FCC Rules and to any applicable
provisions of the tariffs of the Company and is the sole responsibility of the Customer.

The Company is not responsible for malfunctions of Customer-owned telephone sets or
other Customer-provided equipment, or for misdirected calls, disconnects or other service
problems caused by the use of Customer-owned equipment.

i ion of Facilit

83.1 Any special interface equipment necessary to achieve compatibility between the lacilities
nﬂqﬂ;ﬂﬂdthmymdfwfwmhm;mmmm
and the channels, facilities, or equipment of others shall be provided at the Customer's
expense.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commmunications, LLC

1450 Infinite Drive

Lowisville, CO 80027
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832 Communications services may be connected to the services or facilities of other
communications carriers only when authorized by, and in accordance with, the terms and
conditions of the waniffs of the other communications camiers which are applicable to such
connections.

833 Facilities fumnished under the tariffs of the Company may be connected to customer
provided terminal equipment in accordance with the provisions of the wanfls of the
Company. All such terminal equipment shall be registered by the Federal
Communications Commuission pursuant to Pan 68 of Title 47, Code of Federal
Regulations; and all User provided wiring shall be installed and mauntained in
compliance with those regulations.

84  Tests and Adjustments

Upon suntabie notice, the Company may make such tests, adjustments, and inspections as may be
necessary to maintxin the Company's facilities in satisfactory operating condition. No
interruption allowance will be credited to the Customer for the peniod dunng which the Company
makes such tests, adjustments, or inspections.

85  Inspections

85.1 Upon suitable notification to the Customer, and at a reasonable time, the Company may
make such tests and inspections as may be necessary to determine that the User is
complying with the requirements set forth in Section 2.8 for the installation. operation,
and maintenance of Customer-provided facilities, equipment, and wiring in the
connection of Customer-provided facilities and equipment to Company-owned facilities
and equipment

B5.2 If the protective requirements for Customer-provided equipment are not being complied
with, the Company may take such action as it deems necessary to protect its facilines,
equipment, and personncl. The Company will notify the Customer promptiy if there is
any need for funther corrective action. Within ten days of receiving this notice, the
Customner must take this corrective acion and notify the Company of the action taken. If
the Custorner fails to do this, the Company may take whatever additional action is
deemed necessary. including the suspension of service, to protect its facilities, equipment
and personmel from harm.

ISSUED EFFECTIVE
Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive

Louisville, CO 80027




LEVEL 3 COMMUNICATIONS, LLC SOUTH DAKOTA PUC TARIFF NO. 2
Original Page No. 28

INTRASTATE INTEREXCHANGE TELECOMMUNICATIONS SERVICES

Interruptions in service, which are not due to the negligence of, or noncompliznce with
the provisions of the tariffs of the Company by. the Customer or of an Authonized User,
or the operation or malfunction of the facihies, power or equipment provided by the
Customer, will be credited to the Customer as set forth below for the pan of the service
that the interruption affects.

For all Company s services for which charges are specified on the basis of per munute of
use, or on wwage of a fraction of a minute, and i which there may be interruption of an
individual call, due to a condition in Company's shared interexchange facilities or in
shared access or terminanion facilities provided by other carriers, which can be remedied
by redialing the call:

9.1.2.1 A credit allowance will be made for that portion of a call which is interrupted duc
10 pooOr transmission (¢.g. NOisy circuit), one-way transmission (one party is
unable to hear the other), or involuntary disconnection caused by deficiencies in
Company’s service. To receive a credit, the Customer must notify their Customer
scrvice subscribed to, the difficulty expencnced, and the approxumate ume the

call was placed. Credit allowances will not be made for (1) mtermeptions not
reparted 1o Company, or (2) interruptions that are due to the failure of power,
equipment, systems, or services not provided by Company. If the Customer
clects 10 use another means of communications after one of the above
interruptions, or during a period when they are unable to place a call over
Company, the Customer must pay the charges for the aliernative service used.

9.1.2.2 Where a call has been disconnected, the Customer will be given a credht
allowance equivalent to the charge for the initial minute of the call made o
reestablish communications with the other party. Where a call has been
nterrupted by poor transmission of one-way transmission, the Customer will be
given a credut aflowance up 1o an amount equivalent to the charpe for the imtal

EFFECTIVE:

Thomas C. Stoqtz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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munute of the call to the wrong number if they report the situation promptly to a
Customer Service Representative.

9.2 Nocredit allowance will be made for;

9.2.1  imterruptions due to the negligence of, or noncompliance with the pro.isions of the
tariffs of the Company by, the Customer of an Authorized User, or other common camer
providing service connected to the service of the Company;

922 interruptions due fo the negligence of any person other than the Company, including but
not limited to the Customer or other common carriers connected to the Company's
facilities;

923 interruptions of service due to the failure or malfunction of facilities, power or equipment
provided by the Customer, Authorized User, or other common camier providing service
coanected to the services or facilities of the Company;

924 inierruptions of service duning any period in which the Company is not given full and
free access 1o its facilities and equipment for the purpose of investigating and correcting
mlermupltions;

925 wmiermruptions of service dunng a period in which the Customer continucs to use the
service on an impaired basis;

926 interruptions of service during any period when the Customer has released service to the
Company for maintenance purposes or for implementation of a Customer order for a
change in service mrangements;

927 intcrruption of service due to circumstances or causes beyond the control of the
Company; and

9.2.8 interruptions of service that occur or continue due to the Customer’s failure to authonze
replacement of any clement of special construction.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louaisville, CO 80027
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Subject 1o the agreement of the Company and 10 all of the regulations contamed un the tanfTs

of the Company, special construction and special arrangements may be undertaken on a
reasonable efforts basis at the request of the Customer. Special arrangements include any service
or facility relating to a regulated telecommumications not otherwise specified under tariff, or for
the provision of service on an expedited basis or in some other manner different from the normal
anff condstions. Special construction is that constroction undertaken:

10.1.1 where facilities arc not presently availabie, and there is no other requirement for the
facilitics so constructed;

10.1.2 of a type other than that which the Company would normally utilize in the furnishing of
its scrvices;

10.13 over a route other than that which the Company would normally utilize in the fumishing
of its services;

10.14 m a quantity greater than that which the Company would normally construct;

10.15 of an expedned basis;

10.1.6 om alemporary basis until permanent facilitics are available;

10.1.7 mvolving aboormal costs; or

10.1.8 in advance of is pormal construction.

Basis for Charges

Where the Company furnishes a facility or service on a special construction basis, or any service
for whach a rate or charge is not specified in the Company's taniffs, charges will be based on the
costs incurred by the Company and may include, (1) nonrecuming type charges, (2) recurmnng type
charges, (3) termination Labilities; or (4) combinations thereofl. The agreement for special
construction will ordinanly include a minimum service commitment based upon the estimated
service life of the facilities provided.

Basis for Cost Computation
The costs referred o in Section 10.2 preceding may include one or more of the following items to
the exient they are applicable:

ISSUED: EFFECTIVE:

lasued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
Louisville, CO 80027
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10.3.1 installed costs of the facilities to be provided including estimated costs for the
rearrangemenis of existing facilities. Installed costs include the cost of:

10.3.1.1 equipment and matenals provided or used,

10.3.1.2 engincering, labor and supervision,

103.13 transportation,

103.1.4 rights of way, and

103.1.5 any other item chargeable (o the capital account;
1032 annual charges inchading the following:

10.32.1 cost of maintcnance:;

10322 depreciation on the estimated installed cost of any facilities provided,
based on the anticipated useful service life of the facilities with an
appropriate allowance for the estimated net salvage;

administration, taxes and uncollectible revenue on the basis of reasonable
average costs for these items;

any other identifiable costs related to the facilities provided; and

an amount for return and contingencies.
Termination Liabil
To ' = extent that there is no other requirement for use by the Company, the Customer may have
a termination liability for facilities specially constructed at the request of the customer, if and

oaly if such liability is clearly stated in a written agreement between the Company and the
Customer.

104.1 The maximaum termination liability is equal to the total cost of the special facility as
determined under 10.3, preceding, adjusted to reflect the redetermined estimate net
salvage, including any reuse of the facilities provided.

104.2 The maximum termination Lability as determined in paragraph (1) shall be divided by the
ongnal term of service contracted for by the Customer (rounded up to the next whole

LFFECTIVE:

Thomas C. Siorntz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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number of months) to determine the monthly liability. The Customer’s termination
liability shall be equal to this monthly amount multiplied by the remaining unexpired
term of service (rounded up to the next whole number of months), discounted to present
valoe at six percent (6%), plus applicable taxes.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Comrmmications, LLC

1450 Infinite Drive

Louisville, CO 80027
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made to reduce ponrecurming charges on a nondiscriminatory basis, up to the full amount, for optional
products and services.

EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commumications, LLC

1450 Infinite Drive

Loaisville, CO 80027
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12.2.1

1222

The rates for Company’s Intrastate Interexchange Telecommunications Service will
depend upon the duration of the call and the service plan selected by the Customer. Rates
apply seven (7) days a week and are not affected by the time period in which the call is
placed. Rates are quoted per minute. Rates applicable on holidays are the same as those
applicable for all other days of the year. Billing is based on an initial eighteen (18)
second period and thereafter in six (6) second increments or fractions thereof rounded up
to the next increment. Third party non-usage recurring charges billed to Company
relevant to Customer’s use of local serving armangement with local exchange company are
passed directly on to Customer and may be subject to upward adjustment from time to
time pursuant to tariff. In addition, any non-recurring third party charges which may be
billed to Company relative to interconnection shall be passed directly on 1o Custorner.

Where answer supervision is available, the time of a call begins when the called station is
answered, as determined by the standard industry methods selected by the applicable
underlying Common Carrier. The Company will not knowingly bill any Custorner for
unanswered calls. Upon the Customer’s request, the Company shall promptly refund or
credit, as the case may be, payments or charges for any unanswered call inadvertently
billed due 1o the unavailability of Feature Group D or to the LEC' failure 1o provide
answer supervision. Where answer supervision is not available, any call for which the
billed duration exceeds one minute shall be presumed to have been answered.

123 Minimum Cail Compiction Rate

A cusiomer can expect a call completion mie (number of calls completed/number of calls
attempiced) of not less than 99.5% during peak use periods for the Company services.

ISSUED:

Issued By

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Commumications, LLC

1450 Infinite Drive

Louisville, CO 80027
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B e
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Operator Handled Calling Services are provided to Customers and Users of Company-
provided Exchange Access Services, and to Customers and Users of exchange access
tim;ﬂichﬂuCummmbuﬁbumthmeﬂinmmhwmﬂumdumq
SETVICES.

Rates for O Assisted Servi

Intral ATA calls may be placed on an Operated Assisted basis. The surcharges for Operator
Assisted calls are set forth below, and apply in addition to any other applicable usage charges.

Per Minute Charge

Busy Line Verify, Intrastate
Busy Line Interrupt, Intrastate
D z

Directory Assistance is available (o Customers of Company’s calling services. Customers may
obtan directory assistance in determining telephone numbers by calling the Drrectory Assistance
operator. An undiscounted per call charge will be applied to each call each month for
information as 1o any lelephone number within the state.

$ 40
$ 40
$ 40
$1.50
$ 40
$ 00
5 00

$ .60 per call
$ .95 per call
$1.50 per call
$ 40 percall

Up 1o two requests may be made on each call 10 Directory Assistance. The Directory Assistance
charge applies to each call regandless of whether the Directory Assistance Bureau 13 able 1o

EFFECTIVE:

Thomas C. Storz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC

1450 Infinite Drive

Louisville, CO 80027
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A credit allowance will be given to those Customers who comply with the followang provisions.
A credit allowance will be given: i.e., the charge that would otherwise apply will be waived,
when:

I the Customer expenences poor transmmssion or is cul-off duning the call 1o Directory
Assistance;

the Customer is given an incorrect telephone number by the Directory Assistance
operator, of

the Customer has inadveriently misdialed and has reached Directory Assistance for the
wrong arca code. To obtain such a credit/waiver, the Customer must promptly notify his
or her Customer Service Representative.

Customers who have been cenified in writing as unable to access ¢r use a manual
directory because of a visual or other physical impairment are eligible to receive a credit
which will be applied against the per-call charge and any applicable operator-assistance
surcharges for domestic Directory Assistance as specified in this tanff. This certification
mussi be made by a licensed physician, optometrist, appropriate federal or siate agency. or
=ppropriate privale agency. Upon request, Company’s Customer Service will furnish
applicants with a certification form.

The written certification of visual or other physical impairment must be provided to
Company’s Customer Service Center or, at Company’s election, proof of cenification, as
defined above, may be provided 1o, and maintained on file with, the Customer’s Local
Exchange Camier.

Credits may be used by: 1) the visually or otherwise physically impaired Customer; 2) an
organization established specifically for the purpose of assisting the visually or otherwise
physically impaired; or 3) a busincss where all owner(s) and/or employees of the business
on the premises at which a call originates have been centified as visually or otherwise
physically impaired. Credits will apply only to directory assistance calls, including any
operalor-assistance surcharges necessary to complete those calls, that oniginate from and
are billed to the telephone number of the certified visually or otherwise physically
impaired person or organization. Only one telephone number per location is eatitled 1o
this credit. A maximum of fifty directory assistance calls, including operator-assistance
surcharges, per monthly billing period will be eligible for the credit. The actual credit for
any one call to directory assistance (including operator-assistance surcharges) shall not
exceed $5.00.

EFFECTIVE:

Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary
Level 3 Communications, LLC
1450 Infinite Drive
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142

Company will provide interexchange teleconununications services. Calls are rated based on the
duration of the call. In addition, 2 monthly recurring charge may apply. Unless otherwise
indicated, rates are identificd in this tariff x5 per minute rates.

Messase T A

Message Telecommunications Service ("MTS") is a communications service which is available
for use by Customers twenty-four (24) hours a day. MTS enables a User of an exchange access
line 10 place 10 any station on the public switched iclecommunications network beanng an
NPA/NXX designation associaed with points outside the Customer’s Local Calling Area, bui
within the boundanes of the State of Scuth Dakota. MTS is available on a swiltched basis with a
munimum monthly usage requirement of $100.00. The $100.00 requirement applies to any
monthly MTS usage. The minimum requirement may also be met by the purchase of any other
product offered by Company. The minimum requirement cannot be met by either nonrecurring or
recurring MTS charges. The requirements may not be met by other taxes or surcharges. In any
month where the Customer does not incur the minimum requurement of services, the Customer
will be billed the difference between the actual usage and $100.00.

1 + Long Distance Telecommunications Services

Rate per minute- $0.15

ISSUED: EFFECTIVE:

Issued By Thomas C. Stortz, Senior Vice President, General Counsel, and Secretary

Level 3 Communications, LLC
1450 Infinite Drive
Loutsville, CO 80027
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SECTION 15 - SPECIAL ARRANGEMENTS
il

C i . Gick i ached fooerie. ‘Maiaion.
construction, facilities, assembly andfor other special services, may be furnished in addition to
existing tarifl offerings. Rates, terms, and cooditions plus any additional regulations, if
wﬂcfwhmﬂmmﬁnh&w%ﬂtmﬁm
Unless otherwise specified, the regulations for the special service armangements are in addition to
the spplicable regulations specified in other sections of this tariff.

For special situations, rates for Message Telecommunications Service (MTS) will be
determimed on an Individual Case Basis (CB) and specified by contract between the
Company and the Costomer. If required by Commission rules, notice of such contracts
will be provided.

EFFECTIVE:

Thomas C. Stortz, Senmior Vice President, General Counsel, and Secretary
Level 3 Commmications, LLC

1450 Infinite Drive

Louisville, CO 80027
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TEL: (33) ¥26-3553
FAX: (303) 426-3467

April 14, 1999 APR 19 1999

SOUTH DAKOTA PUBLIC
William Bullard, Executiva Director UTILITIES COMMISSION
South Dakota Public Utiliies Commission
500 E. Capitol Avenue
Pieme, South Dakota 57501

CORBUNICATIORY

Re: Docket No. TC89-015 Application of Level 3 Communications, LLC for a Certificate of
Authority to Provide Resoid and Facilities Based Local Exchange and Interexchange
Intrestate Telecommunications Service in the State of South Dakota; Revisions to
Contacts and Addresses for Cormespondence Pertaining to this Application wnd
Questions Conceming the Ongoing Operations of Applicant Following Certification.

Dear Mr. Bullard,

Pleased be advised of the following changes to the application of Level 3 Communications, LLC
in Docket No. TC88-015

Comespondence peraining to this application should be directed to:

Abby Jensen

Leve! 3 Communications, LLC
7581 West 103" Avenua
Westminster, CO 80021
303.635.6802 - Tel
503.635.9525 - Fax

Comespondence pertaining 1o tariff issues should be directed to:

Greg Rogers

Level 3 Communications, LLC
7581 West 103" Avenue
Wastminster, CO 80021
303.635.9597 - Tel
303.635.9525 — Fax

%—mmmmmmmmawmwngmﬁmmm

William P. Hunt I
Regulatory Counsel
Level 3 Communications
1450 Infinite Drive
Loutsville, CO 80027
303.926.3555-Tel
303.926.2487 — Fax

Level 3 Communications, LLC 1450 Infinite Drive
www Levell.com
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Should you hawe any questions conceming thesa changes, please do not hesitate to contact the
undersegnad.

T ]

Very truly yours,

Wi € pASS

Lu=

Chld o

Wiliam P. Hunt Il
Reguiatory Counsel
Level 3 Communications, LLC




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
LEVEL 3 COMMUNICATIONS, LLC FOR A ) CERTIFICATE OF
CERTIFICATE OF AUTHORITY TO PROVIDE ) AUTHORITY
TELECOMMUNICATIONS SERVICES, )

INCLUDING LOCAL EXCHANGE SERVICES,IN )
SOUTH DAKOTA )

TC98-015

On February 16, 1999, the Public Utilities Commission (Commission) received an
application for a certificate of authority from Level 3 Communications, LLC (Level 3).

Level 3 proposes to offer all forms of facilities-based and resold local exchange
services. It also inlends to offer intrastate interexchange services. A proposed tariff was
filed by Level 3.

On February 18, 1999, the Commission electronically transmitted notice of the filing
and the intervention deadline of March 5, 1999, to interested individuals and entities. No
petitions to intervene or comments were filed and at its regularly scheduled April 26, 1999,
meeting, the Commission considered Level 3's request for a certificate of authority.
Commission Staff recommended granting a certificate of authority, subject to rural
safeguards, subject to Level 3 furnishing the Commission with a surety bond, and subject

1o the condition that Level 3 not offer a prepaid calling card or require deposits or advance
payments without prior approval of the Commission. Commission Staff further
recommended a waiver of 20:10:24:02(8) and 20:10:32:03(8), (11) and (13).

The Commission finds that it has jurisdiclion over this matter pursuant to Chapter
49-31, spu fically 49-31-3 and 49-31-69 and ARSD 20:10:24:02, 20:10:24:03 and
20:10:32:03. The Commission finds that Level 3 has met the legal requirements
astablished for | « granting of a certificate of authority. Level 3 has, in accordance with
SDCL 49-31-3 and 49-31-71, demonstrated sufficient technical, financial and managenal
capabilities to offer telecommunications services in South Dakota. Further, the
Commission finds that there is good cause to waive subparagraph (8) of ARSD
20:10:24:02 and subparagraphs (8), (11) and (13) of ARSD 20:10:32:03.

The Commission approves Level 3's application for a certificate of authority, subject
to rural safeguards, subject to Level 3 fumishing the Commission with a surety bond, and
sulyect to the condition that Level 3 not offer a prepaid calling card or require deposits or
advance payments without prior approval of the Commission. The certificate of authority
for Level 3 shall authorize it to offer local exchange services in those areas in South
Dakota where U S WEST Communications, Inc. is the incumbent local exchange carmier.
In the future, should Level 3 choose to provide lozal exchange services statewide, with
respect to rural telephone companies, Level 3 will have lo come before the Commission
in another proceeding before being able to provide local service in that rural service area
pursuant to 47 U S.C. § 253(f) which allows the Commission to require a company that




seeks to provide service in a rural service area to meet the requirements n 47 U.S.C. §
214({e)(1) for designation as an eligible telecommunications carmier. In addition, the
granting of statewide certification will not affect the exemptions, suspensions, and
modifications for rural telephone companies found in 47 U.S.C. § 251(f). It s therefore

ORDERED, that Level 3's apphcation for a Certificate of Authority to provide
telecommunications services, including loca! exchangr services, is granted, subject to
Level 3 furmeshing the Commission with a surety bond, and subject to the condition that
Level 3 not offer a prepaid calling card or require deposits or advance payments without
pnior approval of the Commission, and it is

FURTHER ORDERED, that Level 3 shail file informational copies of tarff changes
with the Commission as the changes occur, and it is

FURTHER ORDERED, that the Commission shall authorize Level 3 to offer its local
exchange services in those areas in South Dakota where U S WEST Communications, Inc.
1s the mcumbent local exchange camer, and it 1s

FURTHER ORDERED, that the Commssion finds good cause to waive

subparagraph (8) of ARSD 20 10:24 02 and subparagraph (8), (11) and (13) of ARSD
20:10:3203.
z

Dated at Pierre, South Dakota, this .5 ~“ _day of May, 1999.

CERTIRCATE OF SERWVICE BY ORDER OF THE COMMISSION:

inM /[MQ]J;/L mf\f
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Soutt Datkota
Public Utilities (ommission

State Caputol Building, 500 East Capitol Avenue, Picrre, South Dakota 57501-5070

Mr. Thomas C. Stortz

Senior Vice President, General Counsel
and

Level 3 Communications, LLC

1450 infinite Drive

Loutsville, CO 80027

Re: Level 3 Communications, LLC
Docket No. TC99-015

Dear Mr. Stortz

Enclosed you will find a copy of the Order Granting Certificate of Authority with
reference to Level 3 Communications, LLC. As soon as we receive your surety
bond, we will send you your Certificate of Authority.

Very truly yours,

Karen E. Cremer
Staff Attorney

KEC:dk

cc. N William P. Hunt HI
Enc




- William P. Haat, Il
( ) Regulatory Counsel]

TEL: (719) HR-1516
FAX (720) Eas-514
ball busrstiabevel § com

(pmmpuicarians

RECEIVED
OCT 16 1929

SOUTH DAKOTA PUBLIC
UTILITIES COMISSION

Mr. William Bullard, Jr.

South Dakota Public Utilities Commission

Capitol Building 1™ Floor, 500 East Capitol Avenue
Piare, SD  57501-5070

Re: Docket No. TC99-015 - Bond Reguirement

In response 1o the Order dated May 5, 1999, enclosed is an original $25,000 bond in the name of
Level 3 Communications, LLC,

If you have any questions concemning this matter, please feel free to contact me

Wl T A2y

William P. Hunt, 111

Regulatory Counsel !
- “,&M .

Enclosure
V/ =%

Level 3 Commumscstions, LLC 1025 El Dorado Boulevard, Broomield, CO 5002 |
www. Levell com




Bond No. 2. |03232666BCM
LICENSE OR TRAVELERS CASULTY AND SURETY COMPANY OF AMERICA
PERMIT BOND Hartford, Connecticut 06183

KNOW ALL MEN BY THESE PRESENTS:

THAT WE, LEVEL 3 COMMUNICATIONS, LLC, as Principal, and TRAVELERS CASUALTY AND
SURETY COMPANY OF AMERICA, a corporation duly incorporated under the laws of the State of
CmﬂMwmmm&MUanSm mltldllﬂﬁmﬂybomd

mmmm&m in the ptnal sum oflu:nnt_ﬁxajhﬁm.gm_m&
($25.000.00) Dollars, for thc payment of which we hercby bind ourselves, or heirs, executors and
administrators, jointly and severally by these presents.

THE CONDITIONS OF THIS BOND ARE SUCH, that the said Principal has applied for a Centificate of
Authority in accordance with the requirements of Docket No. TC99-015 of South Dakota Public Utilities
Qmmﬂzmmmwmﬂwwmmmmmmm

Lot . Jakota from all liability to any person by reason of damage to any person
amnamﬂtnf&mmﬂmpﬂﬁmﬂwﬂﬂmhhm

WW TH!:.REFDR.E. if sad anpal sh:l] I'ul.hﬁ.t!l)r pcrl'nnn all lhc dum:s 1o mﬂmm

Mwﬂmmﬂtmumunfbadm No. T(.“‘?'EI-UIS afwmhm
Commission & Consumers of South Dakota and protect said South Dakota Public Utilities Commission &
Consumers of South Dakota from any damage as hereinbefore stated, then this obligation shall be null and void;
otherwase to remain in full force and effect.

This bond may be terminated as to future acts of the Principal upon thirty (30) days written notice by the Surety;

sxid notice 1o be 20t 10 the Capitol Building ] ﬂggg, Eﬁ! East C gg“g] Avenue, Pierre, SD 57501 -5070 of the
aforesaid § ta Public Utilin 1a by certified mail.

Provided, However, that this bond may be continued at the option of the Surety by the issuance of a non-
cumulative Continuation Certificate.

This bond becomes eff ctive on the 1* day of November, 1999, for a period ending on the |* day of November,
2000.

DATED: October 6, 1999 LEVEL 3 COMMUNICATIONS, LLC s

7, - Principal
By é_u_.{r /’-‘5—‘1‘- —— e
Paul Foss Title Attorney-in-Fact
v [- ] 1Y Y O
RESIDENT AGENT COUNTERSIGNATURE
JMES K. STOUDT Claudia A. Rathbun, miomc' -in-fact

705 DAKWOOD ROAD, 5W

WATERTOWN, SD 57201-6657 Aon Risk Services

5000 Central Park Drive, Suite 101
Lincoln, NE C8504 402/436-2127

T \ly Docements BONDS Travelenl & P doc




LEVEL 3 COMBUNICATIONS. LLC, a Delaware mited Rability company,
sppores PAUL FOSS as iis Aliomey-n-Fact with the authority 1o act on behall of the
company o execute. acknoatedge and debver any and all agreements, mstruments and
donsmers wilh feupec? 1D sunEty boncs ssued for The berefi of the company and s
mbsciares Soety Bons Documerss™) herety ratfyeg and confirmung 2 the PAUL
FOSS s s aiormey. ol Belbily oo o Case © be done by wioe heeect prowaded,
nomever T st gra o oty shal Nt Iopt £ Be mEed 3mout of e rokted

mee2y borg exceecs $100 300

The Company feserves e ngit 1o et Or e P Pomer of Aivymey

Signed on behall of the Company by s duly ahoreed ofices on September 1,
1998,

Py

Matthew J@'ﬂsﬁhnt Secretary Thomas C. Stortz, Senior Vice President




CERTIFIED COPY OF RESOLUTION
OF BOARD OF MANAGERS OF LEVEL 3 COMMUNICATIONS, LLC

"RESOLVED, that the Company is hereby authorized to enter inlo
and perform various agreements, instruments and documents with
respect to surety bonds issued for the benefit of the Company and
its subsidianes (“Surety Bond Documents™); an ' further

"RESOLVED, that the President or any Vice President of the
Company be, and they hereby are, authorized and directed to
execute and deliver in the name of and for and in behalf of the
Company a proper Power of Attorney appointing PAUL FOSS
Alttomey-in-Fact for the Company and its name, place and stead to
execute, acknowledge and deliver any and all Surety Bond
Documents; provided, however, that he shall have no such
authority if the amount of the related surety bond exceeds
$100,000; and further provided that the foregoing appointment of
PAUL FOSS as above specified, is hereby specifically made
subject lo revocation or amendment thereof as may hereafter be
made.”

1, Matthew J. Johnson, certify that | am the Assistanl Secretary of Level 3

Communications, LLC, a Delaware limited liability company (the “Company”).

| certify that: (1) The resolution quoted above was adopted by the Consent

Action of the Board of Managers of the Company, signed by all Managers of the
Company as of September 1, 1998. (2) Any action of the Board of Managers of
the Company may be taken without a meeting if all members of the Board
consent in writing. (3) The signed Consent Action has been filed in the Minule
Book of the Company. (4) The resolution has not been revoked or amended and
is now in full force and effect.

SIGNED AND SEALED on behalf of the Company as of September 15,

Mo OB

Matthelw J. %s!smnl Secretary of
LEVEL 3 COM ICATIONS, LLC




TRAVELER® “ASUALTY AND SUETY COMPANY OF AMERICA
TRA  LERS CASUALTY AND SURETY COMPAN
FARMINGTON CASUALTY COMPANY
Hartford, Connecticut 06183-9061
TRAVELERS CASUALTY AND SURETY COMPANY OF ILLINOIS
Lisle, Nlincis 60532

POWER OF ATTORNEY AND CERTIFICATE OF AUTHORITY O ATTORNEY(S}-IN-FACT

KNOW ALL PERSONS BY THESE PRESENTS, THAT TRAVELERS CASUALTY AND SURETY COMPANY OF
AMERICA, TRAVELERS CASUALTY AND SURETY COMPANY and FARMINGTON CASUALTY COMPANY,
corporations duly organized under the laws of the State of Connecucut. and having their pnncipal offices in the City of Hardord.
County of Hartford, Stale of Connecicut, and TRAVELERS CASUALTY AND SURETY COMPANY OF [LLINOIS, a
corporation duly organized under the laws of the Swte of [llinors, and having its pnncipal affice @ the City of Lisle, County of
DuPage, State of lilinons, (hercinafier the “Companies™) hath made, constifuted and appomated, and do by these presents make.
consutule and appoint. John D. Diesing, Jr., James L. Arts, David B. McCoc. Connic Magni, Gary E Lee, Doana J.
Lambelet, Patrick M. McCabill, S. P. Eberhart, Qlaudia A. Rathbus or Disne Akies * *

of Omaha, NE, thar true and lawful Atorney(spin-Fact, with full power and ssthonty bereby conferred 1o sagn. exeoste and
acknowledge. at any place within the Unuted States. or, of the following hine be filled . withen the area there designated

the following instrument(s)

by lus/her sole sipnature and act, any and all bonds. recogmurances, contracts of indemmty, and other wnungs obligatory in the
nature of a bond. recogruzance, or condiional underaleng and amv and all coasents incadent thereto

and to bind the Companics, thereby as fully and fo the same cxtent 23 if the wame were sigmed by the duly asthored efficers
of the Companics, and all the acts of ssid Aftoroey(s)-in-Fact, purmant 1o the authenity berein piven, are bereby ratified and
coafirmed.

Thus apponument 15 mac  under and by authority of the following Standing Resolutions of sasd Compames, which Resoluboas are
now in full force and effect

VOTED That the Chauman, the Predident, any Viee Chuirman, anv Exeostive Viere Frendeat, sov Semar Vice Prendent, any Vice Prendent. amy
Sezond Vice Presdent, the Treaswer, any Amnstant Treanarer, the Corporate Seorctary or oy Asmstant Secrctary may appomt ARorsevs-a-Fact
and Agents to act for and on behall of the company and may pive such sppomter such suthonty a3 ks or hey ceruficate of aathon™ == prexcnbe
to sign wath the Company s fame and 32al with the Company ‘s szal bonds, recognuzances, contracts of ndemsuty, and other writsngsy oolsgators o
the nature of 8 bond. recoprurance, of condibonal undertaling. and any of saud officers of the Board of Drrecton: at s lime msy resnove any sach
appountee and revolee the power pven hem or her

VOTED. That the Chawman, the I'rendent, any Vice Chaurman, any Executive Vice Preudent, any Semor Vice Prendent or amv Vice Pressdent
may delegate all or any pan of the foregoeng authonty to one or mare olficers or emplovees of thus Compeny, provded that eaxch such delegabion 13
i wnting and & copy thereo!{ is filed i the office of the Secretary

VOTED. That any boad. recopnurance, contract of indemmuty, or wntng oblipatory i the natwre of 2 bond, recognizance, o condsticnal
undertzking shall be valid and bunding upon the Company when (a) nigned by the Prendent, any Vice Chasrman, zav Executive Vice Predent, am
Serwor Vice Frendent or anv Vice President, any Second Vice Premdent, the Treaswrer, any Asnistant Treasmwrer, the Corporale Secretary or am
Asmistant Secretary and duly attested and sealed with the Company's seal by & Secretary or Aszistant Secretary, or (B) duly cxocuted (ender scal, of
required) by one or more Attormevi-in-Fact and Apents pursuant 1o the power prescnibed in hus or her certificate or they certificaiey of authonty or
by one or more Company eflicers purvaant 1o 8 wnitten delegation of authonty

This Power of Artorney and Certificate of Autbority is signed and sealed by facsimile under and by authonity of ibe following
Standieg Resolutivn volted by the Boards of Directors of TRAVELERS CASUALTY AND SURETY COMPANY OF
AMERICA, TRAVELERS CASUALTY AND SURETY COMPANY, FARMINGTON CASUALTY COMPANY and
TRAVELERS CASUALTY AND SURETY COMPANY OF ILLINOIS, which Resolution is now in full force and effect:

VOTELD: That the ngnatere of cach of the following officers  Premdent, any Exccutive Vice Prendant, any Scwor Vice Prendent, any Vice
Frendent, any Asustant Vice Prendent, any Secretary, anv Asustant Secretary, and the seal of the Company may be allixed by facsumule to amy
power of attormey or to any certificate relating thereto appounting Resident Viee Presidents, Resident Asnstant Secretanes or Attorneys-w-Fact for
purposes only of executing &nd aftesung bonds and undertalungs and other wnlings obligatory in the nature thereol, and any such power of aftomney
or cerlifi ate beanng such facsimule signature or (scsimale seal shall be vahd and binding vpon the Company and any such power 10 executed and
certified by such factumile signature and lacnimile seal shall be valid and tainding upon the Company 1n the future with respect to any bond er
undertalung to whuch ot 13 afached
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SOUTH DAKOTA PUBLIC
October 25, 1999 UTILIT: 3 COMMISSION

by St S ) L X

Karen Kramer

South Dakota Public Utilities Commission
Capitol Building, First Floor

500 East Capitol Avenue

Pierre, SD 57501-5070

Re:  Surety Bond
Bond No.: 205103232666BCM
Dear Ms. Kramer:
Fmthqmywmmmmnwimnmﬂmka.mclm'

immmﬁnglhcdw;gaymrqt&m Piuumunuﬁgindmmmblcboudfar

cancellation. If there are any questions, please let me know. My direct line is (303) 635-
9213.

Very truly yours,
LEVEL 3 COMMUNICATIONS

7t 7.,
R.isui: :'.i;z::r

Level 3 Communications, Inc, 12050 Pecos Street Westminster, CO B0243
www. Levell com




Bond No. 205103232666BCM

L

LICENSE OR TRAVELERS CASULTY AND SURETY COMPANY OF AMERICA
PERMIT BOND Hartford, Connecticut 06183

KNOW ALL MEN BY THESE PRESENTS:

THAT WE, LEVEL 3 COMMUNICATIONS, LLC, as Principal, and TRAVELERS CASUALTY AND
SURETY COMPANY OF AMERICA, a corporation duly incorporated under the laws of the State of
wmwmhhmnmmMMofMuSwy mhcldmdﬁrmlybomd

East Cagitl e, Pier, SD STS01-5070 in the penal sum of . Tweniy-ive Theusand and No/100—
{$25.000.00) Dollars, fmﬂmp-ymmufmmhwehutbyhndmmimnrhcnmmd
administrators, jointly and severally by these presents.

THE CONDITIONS OF THIS BOND ARE SUCH, that the said Principal has applied for a Certificate of
Al:lhomymmfdmcmlhﬁtmqmrmuofﬂo&ﬂh!a TC99-015 of South Dakota Public Utilities
met akota and shall save and keep harmless the South Dakota Public Utilitics

issi ! kota from all liability to any person by reason of damage to any person
cmunmﬁnf&mpﬂfmmmlm

NOW, THEREFORE, if said Principal shall faithfully perform all the duties to

provide telecommunications
mmmmummmmmmm@ to the requirements of Docket No.
TC99-015 of | ! )| '

Dakota Public Jti issi nsw _ ﬁumnnydanngeashcumbcfmﬂnd,
ﬂmﬂusohlwshﬂlhcnullmdmld oﬂ:rmwtorcmunmfullforwandcffxt

'Ihlhmd.mybctn'mmllndtsmﬁ.:mn:lclsofthcanmtupont&:ﬂyﬁﬂ)daysmﬂmmhwby!hcﬁmﬂy‘
{ i 3 a ) t} 7 01-50 0 of the

Provided, However, that this bond may be continued at the option of the Surety by the issuance of a non-
cumulative Continuation Certificate.

This bond becomes effective on the 1" day of November, 1999, for a period ending on the 1™ day of November,
2000.

DATED: October 22, 1999

=D : Principal
By M Zl-'\—-, ;

aul Foss Title Attorney-in-Fact

URETY COMPANY OF AMERICA

By .
RESIDENT AGENT COUNTERSIGNATURE Claudia A. Rathbun, Attorney-in-fact

Aon Risk Services
i . 5000 Central Park Drive, Suite 101
705 OAKWOOD ROAD, SW Lincoln, NE 68504 402/436-2127

UATERTOWN, SD 57201-6657
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POWER OF ATTORNEY

LEVEL 3 COMMUNICATIONS, LLC, a Delaware limited Rability company,
appoints PAUL FOSS as its Attomey-in-Fact with the authority to act on behaif of the
company to execute, acknowiedge and deliver any and all agreements, instruments and
docurments with respect to surety bonds issued for the benefit of the company and its
subsidiaries ("Surety Bond Documents”), hereby ratifying and confirming all the FAUL
FOSS as said attomey, shall lawfully do or cause to be done by viriue hereof; provided,
however, that such grant of authority shall not apply if the stated amount of the related

surety bond exceeds $100,000.
The Company reserves the right to revoke or amend this Power of Attomey.

Signed on behalf of the Company by its duly authorized offices on September 1,
1998,

ATTEST LEVEL 3 COMMUNICATIONS, LLC

P

Matthew .@jm Secretary Thomas C. Stortz, Senior Vice President




CERTIFIED COPY OF RESOLUTION
OF BOARD OF MANAGERS OF LEVEL 3 COMMUNICATIONS, LLC

"RESOLVED, that the Company is hereby authorized to enter into
and perform various agreements, instruments and documents with
respect to surety bonds issued for the benefit of the Company and
its subsidiaries ("Surety Bond Documents”); and further

"RESOLVED, that the President or any Vice President of the
Company be, and they hereby are, authorized and directed to
execute and deliver in the name of and for and in behalf of the
Company a proper Power of Attorney appeinting PAUL FOSS
Attorney-in-Fact for the Company and its name, place and stead to
execute, acknowledge and deliver any and all Surety Bond
Documents; provided, however, that he shall have no such
authority if the amount of the related surety bond exceeds
$100,000; and further provided that the foregoing appointment of
PAUL FOSS as above specified, is hereby specifically made
subject to revocation or amendment thereof as may hereafter be
made."

I, Matthew J. Johnson, certify that | am the Assistant Secretary of Level 3
Communications, LLC, a Delaware limited liability company (the “Company”).

| certify that: (1) The resolution quoted above was adopted by the Consent
Action of the Board of Managers of the Company, signed by all Managers of the
Company as of September 1, 1998. (2) Any action of the Board of Managers of
the Company may be taken without a meeting if all members of the Board
consent in writing. (3) The signed Consent Action has been filed in the Minute
Book of the Company. (4) The resolution has not been revoked or amended and
is now in full force and effect.

SIGNED AND SEALED on behalf of the Company as of September 15,
1988.

Matthew J. Wﬂhnl Secretary of
LEVEL 3 COMMUNICATIONS, LLC




TRAVELERS CASUALTY AND SUETY COMPANY OF AMERICA
TR "LERS CASUALTY AND SURETY COMPAMN
FARMINGTON CASUALTY COMPANY

Hartford, Connecticut 06183-9062
TRAVELERS CASUALTY AND SURETY COMPANY OF [LLINOIS
Lisle, Mlinods 64532

POWER OF ATTORNEY AND CERTIFICATE OF AUTHORITY OF ATTORNEY(S)-IN-FACT

KNOW ALL PERSONS BY THESE PRESENTS, THAT TRAVELERS CASUALTY AND SURETY COMPANY OF
AMERICA, TRAVELERS CASUALTY AND SURETY COMPANY and FARMINGTON CASUALTY COMPANY,
corporations duly organized under the laws of the Staic of Connecticut, and having their principal offices i< the City of Hartford,
County of Hartford, Stale of Connecticut, and TRAVELERS CASUALTY AND SURETY COMPANY OF ILLINOIS, a
corporation duly organized under the laws of the State of Illinois, and kaving its principal office in the City of Lisle. County of
DuPage. State of lllinois, (hereinafier the “Companies™) hath made, constituted and appointed, and do by these presents make,
constitule and appoint: Joba D. Dielng, Jr., James L. Arts, David B, McCue, Connic Magni, Gary E. Lee, Douna J.
Lambelet, Patrick M. McCahill, S. P. Eberbart, Clandia A. Rathbun or Diane Akins * *

of Omaha NE, their true and lawful Anomney(s)-in-Fact, with full power and authonty bereby conferred 1o sign, execute and
acknowledge, at any place within the United States, or, if the following line be filled in, within the area there diesignated

the following instrument(s):

by his/her sole signature and act, acy and all bonds, recognirances, contracts of indemnity, and other writings obligatory in the
mature of a bood, recognizance, or conditional und=rtaking and any and all consents incident thereto

and 1o bind the Companics, thereby as fully and to the same extent as if the same were signed by the duly authorized officers

of the Companies, aud all the acts of said Attorney(s)-in-Fact, pursuast to the authority herein given, are bereby ratified and
confirmed.

Thus appointment is made under and by authonty of the following Standing Resolutions of sud Companies, which Resolutions are
now in full force and effect

VOTED: That the Chasrman, the Premdent, any Vice Chairman, any Executive Vice President, any Senior Vice President, any Viee Prenident, any
Sezond Vice Premdent, the Tressurer, any Assinant Treasurer, the Corporate Secretary or any Assistant Secretary may appotnl Altorneva-in-Fact
and Ageats Wact for snd ca t salf of the company and may pive such appowmtes such suthonty as lus or her certificate of authont mav prescribe
1o ngn with he Company’s fame and seal with the Company's seal bonds, recogrurances, contracts of tndemmty, and other wnlings obligatory o
the natire of & bond, recopnizance, or conditional undertaking, and any of said officers or the Board of Dreciors al any time may remove eny such
sppoantee and revake the power piven hum o her

YOTED That the Chawman, the ['rendent, any Vice Charrman, any Executive Vice President, any Senior Vice Presdent or any Vice Pressdent
may delegate all o mey pant of the foregoing suthonity to one or more officers or employees of this Company, provided that each such delegation is
= wniting and & copy thereof 13 filed i the ofice of the Secretary

VOTED That asy bond. recogmurance, contract of mdemmly, of wnung obligatory m the nature of a bond, recognirance, or conditional
undertaiong shall be valid and binding upon the Cornpany when (a) signed by the Prendent, any Vice Chauman, any Executive Vice Prendent, any
Semar Vice Prendent or any Vice Prendent, any Second Vice Prendent, the Treasurer, any Assistant Treasurer, the Corporale Sccretary of any
Azmstant Secretary and duly aftevied and scaled with the Company”s scal by a Secretary or Assstant Secretary, or (b) duly executed (under seal, if
requred)) by one of more Allorneys-in-Fact and Agents pursuant to the power preacnibed in bus or her certificate or thewr certificates of authonty or
by one or more Compasny officers pursuant to a wnflen delegation of authonity

This Power of Artorney and Centificate of Autbority is signed and sealed by facsimile undsr and by authority of the following
Stapding Resolution voted by the Boards of Directors of TRAVELERS CASUALTY AND SURETY COMPANY OF
AMERICA, TRAVELERS CASUALTY AND SURETY COMPANY, FARMINGTON CASUALTY COMPANY asd
TRAVELERS CASUALTY AND SURETY COMPANY OF ILLINOIS, which Resolution is now in full force and effect:

VOTED: That the signature of each of the following oflicers Premdent, any Executive Vice Prendent, any Sentor Vice Premdent, any Vice
Presadent, any Asmistant Vice President, any Secretary, any Asmistant Secretary, and the scal of the Company may be affixed by facumile to any
power of atiorney or 10 any ceruficate relating (hereto appomstng Resdent Vice Prondents, Rendent Asmistant Secretanes o Azneys-in-Fact for
purposes only of exccuting and sficsting bonds snd undertakings and other wnitings obligatory 1 the nature thereol, and any such power of attomey
or certificale besning such facsimule signature or (acsimile seal shall be valid 2nd binding upon the Company and any such power so executad and
cortified by such fscumle mgnature and facsumule scal shall be valid and bunding upon the Company i the futuwre with respect 1o any bond or
enderialng o whoch o s aftachen




Soutt Datota
Public Utilities Commission

State Capitol Building, 500 East Capitol Avenue, Pierre, South Dakota $7501-5070

November 2, 1999

Mr. William P. Hunt, il
Regulatory Counsel

Level 3 Communications, LLC
1025 El Dorado Boulevard
Broomfield, CO 80021

Re: Level 3 Communications, LLC
Docket TC99-015

Dear Mr. Hunt:

Enclosed you will find the original bond you sent us on October 14, 1299, which had
to be revised. We received the revised bond on October 28, 1999,

Very truly yours,
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SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted April 26, 1999
Docket No. TC99-015

This is to certify that
LEVEL 3 COMMUNICATIONS, LLC

is authonzed to provide telecommunicalions services in South Dakola.

This certificate is issued in accordance with SDCL 49-31-3 and ARSD
20:10:24.02, and 15 subjecl lo all of the conditions and limitations conlained in
the rules and statutes governing ils conducl of offering telecommunications

services

Dated at Pierre, South Dakota, th:s:_.&ﬂﬁ day of W 1993

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

/ch“\Wk A~

PAM NELSON,/Commissioner
- \]

LA.S'I{A SCHQEHFELDER Cpmmissioner






