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CURRENT REPORT OF MATERIAL EVENTSOR CORPORATE CHANGES

UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF 1934
Date of Report (Date of earliest event reporteaijuary 11, 2007

L evel 3 Communications, Inc.

(Exact name of Registrant as specified in its @nart

Del awar e 0- 15658 47-0210602
(State or other (Commission File (I RS enpl oyer
jurisdiction of incorporation) Nunber) Identification No.)
1025 El dorado Blvd., Broonfield, Colorado 80021
Address of principal executive offices) (Zip code)

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

Not applicable
(Former name and former address, if changed sastedport)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

/1 Written communications pursuant to Rule 425arrttie Securities Act (17 CFR 230.425)
/ 1 Soliciting material pursuant to Rule 14a-12 enthe Exchange Act (17 CFR 240.14a-12)
/I Pre-commencement communications pursuant te R4d-2(b) under the Exchange Act (17 CFR 240.1(#)-2

/ | Pre-commencement communications pursuant te R8#-4(c) under the Exchange Act (17 CFR 240.18p-4



Item 1.01 Entry into a M aterial Definitive Agreement.
Item 3.02 Unregistered Sales of Equity Securities.

On January 11,2007, Level 3 Communications, Ite {(Company") entered into an Exchange Agreembat"Exchange Agreement") with
Southeastern Asset Management, Inc., on behat$ afvestment advisory clients, and Legg Mason @pipdty Trust (each an "Investor" and
together the "Investors") pursuant to which thesbters agreed to exchange (the "Exchange Transgctipproximately $490 million
aggregate principal amount of the Company's 10%ve€xile Senior Notes due 2011 (the "Notes") footal of approximately 160.1 million
shares of common stock, par value $0.01 per sh@mr(mon Stock"), of the Company and the paymewash of accrued and unpaid inte!
on the Notes to the closing date of the transactioaddition, if within 90 days following the exg&tn of the Exchange Agreement, the
Company acquires any Notes from any person otler e Investors for a premium valued in excest266 per $1,000 principal amount of
such additional Notes, the Company will issue ®ltivestors additional shares of the Company's Cam&tock in the amount of the value
such excess premium.

Closing is subject to customary conditions. Clogggxpected to occur on January 18, 2007. The &g Agreement contains customary
representations, warranties and covenants fomadcdion of this type. The shares of the Compadgmmon Stock to be issued pursuant to
the Exchange Agreement are exempt from registrgtizauant to Section 3(a)(9) under the SecuritietsoA 1933, as amended.

The descriptions of the terms of the Exchange Agm# are qualified in their entirety by referencéhe copy of the Exchange Agreement
filed as Exhibit 10.1 to this Form 8-K, which icorporated herein by reference as if set forthulh f

On January 11, 2007, the Company issued a pressseehnnouncing the Exchange Transaction and #goeition of the Exchange Agreeme
A copy of the press release is filed as Exhibifla6.this Form 8-K, which is incorporated hereinrbference as if set forth in full.

Item 9.01. Financial Statements and Exhibits

(a) Financial Statements of Business Acquired None
(b) Pro Forma Financial Information None

(c) Shell Company Transactions None

(d) Exhibits

10.1 Exchange Agreement, dated as of January D%, 20nong Level 3 Communications, Inc., Southeasisset Management, Inc., on
behalf of its investment advisory clients, and Légmson Opportunity Trust, a series of Legg Masorestment Trust, Inc.

99.1 Press Release dated January 11, 2007.



SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

Level 3 Communications, Inc.

By: /sl Neil J. Eckstein
Nei |l J. Eckstein, Senior Vice President

Date: January 17, 2007



Exhibit 10.1
EXECUTION COPY

EXCHANGE AGREEMENT

EXCHANGE AGREEMENT, dated as of January 11, 20@7abd among SOUTHEASTERN ASSET MANAGEMENT, INC.Tannessee
corporation ("Southeastern™) on behalf of discirdity investment accounts, and Legg Mason Oppoytdmitist ("Legg Mason"), a series of
Legg Mason Investment Trust, Inc. (each an "Inv&stnd together the "Investors"), and LEVEL 3 COMMICATIONS, INC., a Delaware
corporation (the "Company").

WITNESSETH:

WHEREAS, the Investors have either full investmgiatretion with respect to the Notes (as definddvaeor proper authorization from the
Beneficial Owner (as defined below) of the Notestree case may be; and

WHEREAS, the parties desire that the Company aeqaird the Investors deliver to the Company, thie&lim exchange for the Company's
issuance to the Investors and in the case of Sastiti®, on behalf of its discretionary or non-disonary, as the case may be, investment
account clients (the "Clients"), shares of commtogls par value $0.01 per share (the "Common S)pck'the Company, in each case upon
the terms and subject to the conditions set foetbv.

NOW, THEREFORE, in consideration of the foregoimgmises, and for other good and valuable considerahe parties hereby agree
follows:

SECTION 1. EXCHANGE.
1.1. Definitions. As used in this Agreement thédwing terms have the following meanings:
(a) "Additional Notes" shall mean the Company's 10&fvertible Senior Notes due 2011 (CUSIP# 5272@\BBother than the Notes;

(b) "Adjustment Amount" shall mean, with respecatty Investor and any acquisition of Additional 8&by the Company, the product of
the excess of the premium (per $1,000 principalwarhof Additional Notes) delivered by the Compaaytquire such Additional Notes over
the Investor Premium then in effect, (B) the praatiamount of Notes delivered by such Investor utliie Agreement and (C) 0.001;

(c) "Adjustment Amount Shares" shall mean, wittpezs to any Investor and any acquisition of AddiibNotes by the Company, the nunr
of shares of Common Stock equal to such Investaljsstment Amount divided by the Company Stock ®as of the date of the Company's
acquisition of such Additional Notes;

(d) "Affiliate" shall mean, with respect to any Ben, any other Person controlling, controlled byder direct or indirect common control
with such Person. For the purposes of this dediniticontrol,” when used with respect to any spedifPerson, shall mean



the power to direct the management and policiesiofi Person, directly or indirectly, whether thrdowgvnership of voting securities, by
contract or otherwise; and the terms "controlliagtl "controlled" shall have meanings correlativéhtoforegoing.

(e) "Beneficially Own" with respect to any secu#tishall mean having "beneficial ownership" of sseturities (as determined pursuant to
Rule 13d-3 under the 1934 Act (as defined below)naeffect on the date hereof); provided, howetreat a Person will be deemed to
beneficially own (and have beneficial ownershipaif)securities that such Person has the righttuiae, whether such right is exercisable
immediately or with the passage of time or theséattion of conditions. The terms "Beneficial Owstép" and "Beneficial Owner" have
correlative meanings;

(f) "Company Stock Price" shall mean, as of anygtite volume-weighted sales price per share takéyur decimal places of the Common
Stock on the Nasdaq National Market for the conseeyperiod beginning at 9:30 am New York Time ("INY on the thirteenth trading day
immediately preceding such date and concludingCit dm NYT on the third trading day immediately gegding such date, as calculated by
Bloomberg Financial LP under the function "LVLT BEyuAQR";

(9) "Group" shall mean any group of Persons whh waspect to those acquiring, holding, voting ispdsing of Voting Securities would,
assuming ownership of the requisite percentagedtigbe required under Section 13(d) of the 193#té\ile a statement on Schedule 13D
with the Securities and Exchange Commission agestm" within the meaning of Section 13(d)(3) af #1934 Act, or who would be
considered a "person” for purposes of Section {3)@f the 1934 Act;

(h) "Investor Premium" means $295 per $1,000 ppiacamount of Additional Notes acquired by the Camp provided that following any
instance in which the Company becomes obligate@mugdction 1.3 to deliver additional consideratimthe Investors as a result of the
Company's acquisition of Additional Notes, the Istee Premium shall be increased to the premiun$pg00 principal amount of Addition
Notes delivered by the Company to the Person dlizer the Investors that resulted in such obligatiiodeliver additional considerati
(which premium shall be determined by the Companydiod faith);

(i) "Notes" shall mean the Company's 10% Convestidnior Notes due 2011 (CUSIP# 52729N BE 9), whiele issued pursuant to an
effective registration statement under the 1933(Astdefined below) and are being exchanged binthestors pursuant to this Agreement in
the aggregate principal amounts set forth on Sdbedchereto;

() "Person” shall mean an individual, partnerskipporation, limited liability company, businessst, joint stock company, trust,
governmental entity, unincorporated associatiojoiot venture;

(k) "Shares" shall mean the shares of Common Ssstled to the Investors pursuant to the termsisfAgreement which shall be calculated
as 326.77 shares of Common Stock per each $1,088g&al amount of the Notes; and

2



() "Voting Securities" shall mean the shares & @ommon Stock and any other capital stock or gaeiturities of the Company having the
general voting power under ordinary circumstanoesect members of the board of directors of then@any, and any other securities which
are convertible into, or exchangeable for, Votieg®ities.

1.2. Exchange by the Company.

(a) Subject to the terms set forth in this Agreenzenl in reliance upon the representations andanties set forth below, on the Closing Date
(as defined herein) the Company shall acquire feach Investor (in the case of Southeastern, onfuaftits respective Clients), and each
Investor (in the case of Southeastern, on behat§ éspective Clients) shall transfer, assign @eliver to the Company, the aggregate
principal amount of Notes set forth opposite thmeaf such Investor on Schedule | hereto, freecimt of any liens, claims, charges,
security interest or other legal or equitable enoxances, limitations or restrictions (collectivéljiens"), in exchange for the Company's
issuance to such Investor (in the case of Southersin behalf of its respective Clients) of thenber of Shares set forth opposite the name
of such Investor on Schedule | hereto. On the GtpBiate, such exchange shall be effected by eagstor causing each record holder of the
Notes set forth opposite such Investors name ordidt | hereto to deliver such Notes to the Comparits designee (duly endorsed
otherwise in form sufficient for transfer), agaidsiivery by or on behalf of the Company to eackebtor the number of Shares set forth
opposite the name of such Investor on Schedulecitde

(b) No additional consideration for any purposeldi@due to the Investors at Closing other thanShares plus an amount in cash equal to
the accrued and unpaid interest on the Notes &eesf by such Investor under this Agreement froenldist interest payment date for the
Notes to, but not including the Closing Date. Adlideries at the Closing shall be accomplished ymsto the delivery instructions to
provided by each Investor no later than 5:00 P.RwN ork time on Friday, January 12, 2007, substdigtin the form outlined on Schedule |
hereto.

1.3. Adjustment to the Exchange Ratio. If, withihdays following the date hereof, the Company aeguany Notes from any Person other
than the Investors for a premium (which premiumlidh@determined by the Company in good faith amallsalso include the value of the
consideration representing interest which the Camshall not be obligated to pay on such Notesrasalt of acquiring such Notes) that is
greater than the Investor Premium in effect at tinae, the Company shall within 10 business dater aluch acquisition of Notes from such
other Person, deliver to each Investor such Invisséaljustment Amount Shares with respect to sutjuisition of Additional Notes by the
Company. Notwithstanding anything in this Agreemerthe contrary, consideration representing shatesvhich Notes are convertible st
not constitute a premium.

1.4. Closing. The closing of the exchange of thar&h for the Notes (the "Closing") shall take platthe offices of the Company at 1025
Eldorado Boulevard, Broomfield, Colorado 80021 dwiday, January 18, 2007 at 10:00

A.M., New York time, or on such other date, andwth other place and time, as the parties heretbrabitually agree (such date, the
"Closing Date").



1.5. Section 3(a)(9). The parties hereto acknovdettyl agree that the Shares being issued hereugk=not been registered under the
Securities Act of 1933, as amended (the "1933 Amt')nder any applicable state securities lawsthatithe issuance of the Shares, assuming
that the representations and warranties of théggaate true and correct is exempt from registnatioder the 1933 Act pursuant to Section 3
(a)(9) thereof.

SECTION 2. REPRESENTATIONS AND WARRANTIES OF THEWMESTORS.

Each Investor, severally for itself and not jointhth the other Investors (in the case of Soutterasfor itself (unless otherwise indicated))
hereby represents and warrants to the Companyeodate hereof and on the Closing Date as follows:

2.1. Authorization and Validity of Agreement. Suolrestor has all requisite power and authorityriteeinto this Agreement and to carry out
its obligations hereunder. The execution and defieé this Agreement and the performance of thégalibns of such Investor hereunder
been duly authorized, and no other proceedingd®mpart of such Investor (in the case of Southeaste its part and on the part of its
Clients) are necessary to authorize such execudivery and performance. This Agreement has loegnexecuted by such Investor and
constitutes its valid and binding obligation, eicfmaible against it in accordance with its terms.

2.2. Consents and Approvals. No consent, waiveéhgogization or approval of any governmental or tatpry authority, domestic or foreign,
or of any other Person, firm or corporation, noy daclaration to or filing or registration with asych governmental or regulatory authorit

required in connection with such Investor's exexutind delivery of this Agreement or the perforngalg such Investor of such Investor's

obligations hereunder, except for such consergsfdifure of which to obtain would not be reasogabipected to have a material adverse

effect on the ability of the Investor to consummtaie transactions contemplated hereby or wouldtrésa Lien on the Notes transferred by
such Investor pursuant to this Agreement.

2.3. Title to Notes. Such Investor has full investrindiscretion with respect to the Notes set foghosite the name of such Investor on
Schedule | hereto or full authority to transfertsiNotes, as the case may be, and it (or in the@aSeutheastern, its Clients) have valid and
marketable title thereto, free and clear of anynkjeand such Notes will be transferred to the Camfiieee and clear of any Liens.

2.4. Status of Note Holder.

(a) Sophisticated Party; Authority from ClientscBunvestor is a sophisticated investor and hasd@n its own independent investigation
and not on any information or representations aravdies made by the Company (other than the reptaBons and warranties of the
Company contained in

Section 3 hereof and the filings made by the Commpamsuant to the Securities Exchange Act of 1984 (1934 Act") in determining to
execute and deliver this Agreement. In the casgootheastern, each of its Clients is an institatidaccredited investor” as defined in Rule
501 under the 1933 Act. Such Investor has fullrdisonary or other valid authority to enter int@ tihansaction contemplated
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by this Agreement (in the case of Southeasterietralf of its respective Clients) and no furthethatization or consent is required (in the
case of Southeastern, or from its Clients) to einterthis Agreement or to consummate the trangastcontemplated hereby, except for such
consents, the failure of which to obtain would betreasonably expected to have a material advifes# en the ability of such Investor to
consummate the transactions contemplated herelypwd result in a Lien on the Notes transferredgsbgh Investor pursuant to this
Agreement.

(b) Group. Such Investor together with the otheektors do not constitute a Group. Such Investmiyeagrees that such Investor shall not
take any actions such that it and the other Investty be deemed to be a Group. In the case of Basibrn, after giving effect to the
transactions contemplated under this Agreemengdijtheastern together with its "ultimate paretitygn(as defined by 16 C.F.R. ss.801.1(a)
(3)) and all entities included within such "ultiragtarent entity" will Beneficially Own less tharnirti-five percent (35%) of the Company's
outstanding Common Stock, (ii) each Client of Seastern that is an institutional investor togethigh its "ultimate parent entity" (as defin
by 16 C.F.R. s5.801.1(a)(3)) and all entities ideldiwithin such "ultimate parent entity" will Ber@élly Own no more than fifteen percent
(15%) of the Company's outstanding Common Stock and

(iiif) each Client of Southeastern that is not astitational investor together with its "ultimaterpat entity" (as defined by 16 C.F.R. ss.801.1
(a)(3)) and all entities included within such "oiite parent entity" will Beneficially Own no moiean ten percent (10%) of the Company's
outstanding Common Stock. In the case of Legg Maafter giving effect to the transactions contertgglaunder this Agreement, Legg Ma
together with its "ultimate parent entity" (as defil by 16 C.F.R. ss.801.1(a)(3)) and all entitietuided within such "ultimate parent entity"
will Beneficially Own less than fifteen percent @obof the Company's outstanding Common Stock. $oadstor (in the case of
Southeastern, each Client), or its "ultimate paestity" (as defined by 16 C.F.R. ss.801.1(a)@@gny, is a different "acquiring person" (as
defined by 16 C.F.R. ss.801.2(a)) from the otheestor (in the case of Southeastern, the otheistovand the other Clients).

2.5. Company Excluded Information. Such Investd&nagvledges and agrees that the Company possessasaiiaformation not generally
known by the public or by the Investor regarding @ompany, its business, its condition (financrabtherwise) and its prospects
(collectively, the "Company Excluded Informationdpd such Investor agrees that the Company shadl ina liability to such Investor to the
extent such Investor incurs or otherwise suffesslebility, loss, expense, cost or damage arisingof or relating to the nodisclosure of th
Company Excluded Information; provided, that theefming limitation of liability shall not in any wdimit the liability of the Company for
any breach of its representations and warrantiesuneer.

2.6. Investment. Such Investor is acquiring ther&héor its own account (in the case of Southeastar behalf of its Clients under full
discretionary or other valid authority from suche@ts) solely for the purpose of investment (asneef by 16 C.F.R. ss.801.1(i)(1)) and not
with a view to, or for sale in connection with adigtribution of the Shares, but subject, neverdglo any requirement of law that the
disposition of such Investor's property shall &tiades be within such Investor's control. Suchdstor (in the case of each of Southeastern, it
and, to its knowledge, its respective Clients) mapresent agreement, undertaking,
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arrangement, obligation or commitment providingtfue disposition of the Shares received by suckdtor pursuant to this Agreement.

2.7. No Manipulation of Stock. Such Investor (ie tase of each of Southeastern, it and, to its ledge, its respective Clients) has not ta
in violation of applicable law, any action desigriedr that might reasonably be expected to causesalt in stabilization or manipulation of
the price of the Common Stock to facilitate theasi@ctions contemplated hereby or the sale or re$#ie shares of Common Stock.

2.8. Accuracy of Information Supplied for RegisimatStatement. In the case of Southeastern, tieentation regarding such Investor and its
Affiliates supplied or to be supplied by it in vimity specifically for inclusion or incorporation bbgference into that certain registration
statement referred to in Section 4.2 herein wit| as of the date of such registration statemeamttain any untrue statement of a material fact
or omit to state any material fact required to tag¢esl therein or necessary in order to make thers&nts therein not misleading.

2.9. Investment Company Act.

(a) In the case of Southeastern, the Board of Rireof Longleaf Partners Fund, including a mayooit the directors who are not "interested
persons” (as that term is defined in the Investr@ampany Act of 1940, as amended (the "1940 Acf'guch Longleaf Partners Fund, have
found that any interest of such fund's investmeniser in the transactions contemplated by thise&grent is not "material” within the
meaning of Rule 17a-6 under the 1940 Act (the "Rubnd have recorded or shall record the basithitrfinding in the minutes of the
meeting of its Board of Directors, and to the lfstuch Investor's knowledge no other Person arty po the transactions contemplated by
this Agreement or has a direct or indirect Finanlciterest (as defined in the Rule) in a partydolstransactions other than Longleaf Partners
Fund that would cause the exemption afforded byRihle in respect of Longleaf Partners Fund's ppgton to be unavailable.

(b) In the case of Legg Mason, the Board of Directif Legg Mason, including a majority of the dii@s who are not "interested persons”
that term is defined in the 1940 Act) of Legg Masleave found that any interest of such fund's itmesat adviser in the transactions
contemplated by this Agreement is not "materialthini the meaning of the Rule, and have recordeshall record the basis for that finding
the minutes of the meeting of its Board of Direst@nd to the best of such Investor's knowledgether Person is a party to the transactions
contemplated by this Agreement or has a direchdiréct Financial Interest (as defined in the Rireg party to such transactions other than
Legg Mason that would cause the exemption affotmlethe Rule in respect of Legg Mason's participatmbe unavailable.

SECTION 3. REPRESENTATIONS AND WARRANTIES OF THE GIPANY.
The Company hereby represents and warrants tocgdoh Investors on the date hereof and on thei@jd3ate as follows:

3.1. Authorization and Validity of Agreement. Ther@pany has all corporate power and authority tereinto this Agreement and to carry
out its obligations hereunder. The execution adiyely of this Agreement and the performance ofdb#gations of the Company
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hereunder have been duly authorized, and no otlbeepdings on the part of the Company are necessanthorize such execution, delivery
and performance. This Agreement has been duly ée@dy the Company and constitutes its valid andibg obligation, enforceable against
it in accordance with its terms.

3.2. Consents and Approvals. No consent, waivehogization or approval of any governmental or tagpry authority, domestic or foreign,
or of any other Person, firm or corporation, noy daclaration to or filing or registration with asych governmental or regulatory authorit
required in connection with the Company's executiod delivery of this Agreement or the performabge¢he Company of the Company's

obligations hereunder, except for such consengsfaifure of which to obtain would not be reasogabipected to have a material adverse
effect on the ability of the Company to consumnthgetransactions contemplated hereby.

3.3. Issuance of Shares. Upon issuance in exctfangfee Notes being delivered to the Company byltivestors, the Shares will be, duly
authorized, validly issued, fully paid and nonasabte. The Shares will be issued at the Closinlgowitany restrictive legend, and assuming
the accuracy of the representations and warraotit®e Investors, are freely tradable (other tha\filiates of the Company) under the 19
Act. The Shares will be issued at Closing free @edr of any Liens.

3.4. Accuracy of Information. The filings made ImetCompany since January 1, 2006 pursuant to tB¢ Aét (as modified or supplemented
by other information so filed) did not when filedntain any material misstatement of fact or omgteie any material fact necessary to make
the statements therein, in the light of the circtamses under which they were made, not misleagirayided that, with respect to projected
financial information contained in any such filingse Company represents only that such informatias prepared in good faith based upon
assumptions believed to be reasonable at the time.

3.5. Southeastern Standstill. The Board of Directdrithe Company has determined that Section Stieabfcertain Securities Purchase
Agreement, dated as of February 18, 2005, by armhgrthe Company and each of the investors namgdhibit A thereto shall not be
applicable to the transactions contemplated byAbigement with respect to Southeastern; providatiguch

Section 5.6 otherwise remains in full force aneeff

SECTION 4. COVENANTS OF THE PARTIES.

4.1. Further Assurances of the Investors. Eachshoveshall, at any time and from time to time after date hereof, upon the request of the
Company and at the expense of the Investor forthwiecute and deliver such further instrumentsssfgnment, transfer, conveyance,
endorsement, direction or authorization and otleeuthents as the Company may reasonably requestferptitle of the Company and its
successors and assigns to the Notes or otherweféetuate the purposes of this Agreement.

4.2. Further Assurances of the Company. The Comphal, at any time and from time to time after ttage hereof, upon the request of the
Investors and at the expense of the Company fattthwkecute and deliver such further instrumentssfgnment, transfer,
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conveyance, endorsement, direction or authorizai@hother documents as the Investors may reasoretplest to perfect title of the
Investors and their successors and assigns tohmesor otherwise to effectuate the purposesiofifireement.

4.3. Agreement Not to Sell. Each Investor (in thsecof Southeastern, on behalf of itself and itsn®) agrees that, for the period expiring
thirty

(30) days following the Closing Date, neither Ineesor the Client shall offer, sell, contract &lspledge, or otherwise dispose of, (or enter
into any transaction which is designed to resuthadisposition (whether by actual dispositiorefiective economic disposition due to cash
settlement or otherwise) by the Investor or the@B or any Affiliate of the Investor or the Clismtr any Person in privity with either the
Investor or the Clients or any Affiliate of eithiéye Purchase or the Clients) directly or indiredthgluding the filing (or participation in the
filing) of a registration statement with the Setiss and Exchange Commission in respect of, obskeor increase a put equivalent position
or liquidate or decrease a call equivalent postigthin the meaning of Section 16 of the 1934 Aty of the Shares acquired under the terms
of this Agreement or publicly announce an intentimeffect any such transaction.

4.4. Registration.

(@) In the event that Southeastern is deemed dliegdfof the Company, the Company shall use realsienbest efforts to prepare and file v
the Securities and Exchange Commission ("SEC")iwithh days following the receipt by the Companyhaf written request of Southeastern,
a registration statement on Form S-3 under Rulecd1Be 1933 Act to enable the resale of the Regjitd Securities (as defined below) by
Southeastern, from time to time, in compliance whitn 1933 Act (the "Resale Registration Statememti® Company shall use reasonable
best efforts to cause the Resale Registrationr8tateto become effective as promptly as practicaftlr filing. The Company shall use
reasonable best efforts to prepare and file wghSEC such amendments and supplements to the FReggiltration Statement and the
prospectus used in connection therewith (the "ReBebspectus”) as may be necessary to keep théeFReggistration Statement effective and
free from any material misstatement or omissiostébe a material fact. Notwithstanding the foregpthe Company shall not be required to
keep the Resale Registration Statement in effébheilCompany shall have received an opinion of seLreasonably satisfactory to the
Company and Southeastern that Southeastern isiffihate of the Company. "Registrable Securitishall mean the Shares issued purs

to this Agreement and held by the Clients of Soahern at the time of the Company's filing of thes&le Registration Statement and over
which securities Southeastern has discretionatyoaity. The Company shall bear all expenses in eotion with the Company's registration
of the Registrable Securities pursuant to this

Section 4.4, provided, however, that Southeasteati bear the cost of all underwriting discounts aelling commissions and similar fees
applicable to the sale of the Registrable Secsrii®d fees and expenses of its legal counsel trdradfer taxes.

(b) In the event (i) of any request by the SECryr ather federal or state governmental authorityrduthe period of effectiveness of the
Resale Registration Statement for amendments @lesmgnts to a Resale Registration Statement dettfaospectus or for additional
information; (ii) of the issuance by the SEC or ariyer federal or state governmental authoritynyf stop order suspending the effectiveness
of a Resale Registration Statement or the



initiation of any proceedings for that purpose) @f any event or circumstance not otherwise cedldiy clause (iv) below which, upon the
advice of its counsel, necessitates the makingnpfchanges in the Resale Registration StatemeRésale Prospectus, or any document
incorporated or deemed to be incorporated thengieference, so that, in the case of the ResalésRaipn Statement, it will not contain any
untrue statement of a material fact or any omisgiostate a material fact required to be staterbther necessary to make the statements
therein not misleading, and that in the case oRésale Prospectus, it will not contain any unsta¢ement of a material fact or any omission
to state a material fact required to be statecethar necessary to make the statements theretheilight of the circumstances under which
they were made, not misleading; or (iv) the Compaetermines in good faith that offers and salesymamt to the Resale Registration
Statement should not be made by reason of therpresd# material undisclosed circumstances or deweémts with respect to which the
disclosure that would be required in such a ReRalgistration Statement or related Resale Prospéasttesasonably likely to have a seriously
detrimental effect on the Company, then the Com syl deliver a certificate in writing to the Sbaastern (the "Suspension Notice") to the
effect of the foregoing and, upon receipt of suokg&nsion Notice, Southeastern will refrain frofliree any Registrable Securities pursuant
to the Resale Registration Statement (a "SuspeNasiotil it receives copies of a supplemented oeaded Resale Prospectus prepared and
filed by the Company, or until it is advised in timg by the Company that the current Resale Praspanay be used, and has received copies
of any additional or supplemental filings that areorporated or deemed incorporated by referenemynsuch Resale Prospectus. In the event
of any Suspension, the Company will use reasortzddeefforts to cause the use of the Resale Priospee suspended to be resumed as soor
as reasonably practicable after the delivery ofispBnsion Notice to Southeastern.

(c) Notwithstanding the foregoing paragraphs of ®éction 4.4, no Suspension under clause (v) dfd®e4.4(b) shall continue for more than
forty-five (45) days and the Company shall notwilimore than one Suspension Notice under suckeliauany twelve-month period.

(d) Provided that a Suspension is not then in gffegutheastern may sell Registrable Securitiegutih® Resale Registration Statement,
provided, to the extent required by applicable lthaf it arranges for delivery of a current Resaiespectus to the transferee of such
securities. Upon receipt of a request thereforGbmpany will provide an adequate number of curRagale Prospectuses to Southeastern.

SECTION 5. CONDITIONS PRECEDENT.

5.1. Conditions to the Obligation of the InvestmrConsummate the Closing. The several obligatidreach Investor to consummate the
transactions to be consummated at the Closingsidnject to the satisfaction of the following coiatis precedent:

(a) The representations and warranties of the Cagnpantained in Section 3 of this Agreement shaltroe and correct in all material
respects on the date hereof and on the Closing &atieough made on the Closing Date (except tlaethepresentations and warranties that
address matters only as of a particular date bkhak been true and correct only on such date).
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(b) The Company shall have delivered the Sharégetable to such Investor.

(c) The transaction contemplated by this Agreemsbatl not be prohibited or enjoined by any law overnmental or court order or
regulation.

5.2. Conditions to the Obligation of the CompanyZtmsummate the Closing. The obligation of the Camyto consummate the transactions
to be consummated at the Closing, is subject tedtisfaction of the following conditions precedent

(a) The representations and warranties of suctstoveontained in

Section 2 of this Agreement shall be true and obiireall material respects on the date hereofamthe Closing Date as though made on the
Closing Date (except that those representationsvanchnties that address matters only as of aquédaiti date shall have been true and correct
only on such date).

(b) Each Investor shall have delivered the Noté$osth opposite its name on Schedule | hereto.

(c) The transaction contemplated by this Agreemsbatl not be prohibited or enjoined by any law overnmental or court order or
regulation.

Each Investor's obligations under this Agreemeatl ¢&fe several and independent from the obligatadfresach other Investor; provided,
however, that, notwithstanding anything in this égment to the contrary, the Company shall not tigated to consummate the transactions
contemplated by this Agreement unless the conditsat forth in Section 5.2 above is satisfied.

SECTION 6. MISCELLANEOUS.

6.1. Successors and Assigns. No party hereto assiljn this Agreement or any rights or obligatibeseunder without the prior written
consent of the other party hereto and any suchattl assignment without such prior written consdiadl be void and of no force and effi
This Agreement shall inure to the benefit of andlldbe binding upon the successors and permittsigss of the parties hereto.

6.2. Governing Law. This Agreement shall be coretrpperformed and enforced in accordance with gavérned by, the laws of the State of
New York, without giving effect to the principle$ conflicts of laws thereot

6.3. Expenses. Each of the parties hereto shalitpayvn expenses in connection with this Agreenaemt the transactions contemplated
hereby, including, without limitation, any legaldhaccounting fees, whether or not the transacttontsemplated hereby are consummated.

6.4. Severability. In the event that any part @ #thgreement is declared by any court or othergiadior administrative body to be null, void
or unenforceable, said provision shall surviven® éxtent it is not so declared, and all of theofirovisions of this Agreement shall remai
full force and effect.
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6.5. Notices. All notices, requests, demands ahdratommunications under this Agreement shall beriting and shall be deemed to have
been duly given

(i) on the date of service if served personallytlem party to whom notice is to be given; (ii) oe thay of transmission if sent via facsimile
transmission to the facsimile number given belawg telephonic confirmation of receipt is obtainedrpptly after completion of
transmission; (iii) on the day after delivery todeéeal Express or similar overnight courier; or @) the fifth day after mailing, if mailed to t
party to whom notice is to be given, by first clasail, registered or certified, postage prepaid amgberly addressed, to the party as follows:

If to Southeastern:

Southeastern Asset Management, Inc.
6410 Poplar Avenue
Suite 900
Memphis, TN 38119
Attn.: Andrew R. McCarroll, Esq.
Facsimile: (901) 818-5160

If to Legg Mason:

Legg Mason Opportunity Trust
100 Light Street
Baltimore, MD 21202
Attn.: General Counsel
Facsimile: (410) 454-5372

If to the Company:

Level 3 Communications, Inc.
1025 Eldorado Boulevard
Broomfield, Colorado 80021
Attn.: General Counsel
Facsimile: (720) 888-5619

Either party may change its address for the purpbfiéis Section by giving the other party writteotice of its new address in the manner set
forth above.

6.6. Amendments; Waivers. This Agreement may benae or modified, and any of the terms, covenaafgesentations, warranties or
conditions hereof may be waived, only by a writigstrument executed by the parties hereto, orérctise of a waiver, by the party waiving
compliance.

6.7. Parties in Interest. Nothing in this Agreemierihtended to confer any rights or remedies undday reason of this Agreement on any
Persons other than parties hereto and their régpesticcessors and permitted assigns. NothingsnAthireement is intended to relieve or
discharge the obligations or liability of any thiPérsons to the Investors or the
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Company. No provision of this Agreement shall giwey third Persons any right of subrogation or actiger or against the Investors or the
Company.

6.8. Section and Paragraph Headings. The sectpaniagraph headings in this Agreement are foreafe purposes only and shall not
affect the meaning or interpretation of this Agreein

6.9. Counterparts. This Agreement may be executedunterparts, each of which shall be deemedigmal, but all of which shall constitu
the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed as of the degeabove written.

COVPANY: LEVEL 3 COVMUNI CATI ONS, | NC.

By: /s/ Robin E. Gey
Name: Robin E. Gey
Title: Senior Vice President

| NVESTORS: SOUTHEASTERN ASSET MANAGEMENT, I NC., on behal f of
its investnent advisory clients

By: /s/ Andrew R. MCarroll
Name: Andrew R McCarrol |
Title: Vice President and General Counsel

LEGG MASON OPPORTUNITY TRUST, a seriesof
Legg Mason Investment Trust, Inc.

By: /s/ Gregory Merz
Name: Gregory Merz
Title: Vice President
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Schedule |
Form of Delivery Instructions

Note Delivery Instruction
Notes coming from the followin
accounts and Delivered to DTC XXX

I nvest or CUsI P Sub Account DTC # DTC Nane Princi pal Amount of Notes

Sout heast ern Asset
Managenent, |nc. $390, 026, 000

Stock Delivery Instructions
Common Stock coming from the Company's transfentged Delivered to the following accounts via DWAC

I nvest or Sub Account DTC # DTC Nane DWAC Reference Conmmon Shar es

Sout heast ern Asset
Managenent, Inc. 127, 448, 764

Cash WireTransfer Instructions



Schedule |
Form of Delivery Instructions

Note Delivery Instruction
Notes coming from the followin
accounts and Delivered to DTC XXX

I nvest or CUsI P Sub Account DTC # DTC Nane Princi pal Amount of Notes
Legg Mason
Opportunity Trust $100, 000, 000

Stock Delivery Instructions
Common Stock coming from the Company's transfentged Delivered to the following accounts via DWAC

I nvest or Sub Account DTC # DTC Nane DWAC Reference Conmmon Shar es
Legg Mason
Qpportunity Trust 32,677, 000

Cash WireTransfer Instructions



Exhibit 99.1
[Logo]

1025 Eldorado Boulevard Broomfield, Colorado 800&tw.Level3.com
NEWS RELEASE

Level 3 contacts:

Medi a: Josh Howel | I nvestors: Robin Grey
720-888- 2517 720-888-2518
Chris Hardman Val eri e Finberg
720-888-2292 720- 888- 2501

Level 3 Signs Agreement to Exchange Debt for Equity

BROOMEFIELD, Colo., January 11, 2007 -- Level 3 Couomitations, Inc. (Nasdaq:

LVLT) today announced that pursuant to an exchaggeement, Southeastern Asset Management, on ledlaiftain investment accounts,
and Legg Mason Opportunity Trust have agreed thaxge $490 million aggregate principal amount ofdl&'s 10% Convertible Senior
Notes due 2011 for a total of approximately 160illion shares of Level 3's common stock, equivaterdpproximately 326.78 shares
$1,000 note, and the payment of accrued and umpizickst on the notes to the closing date. Theeshafrcommon stock to be issued under
this agreement are exempt from registration pursizaBection 3(a)(9) under the Securities Act 33,%s amended. The notes are currently
convertible into shares of Level 3's common stdck i@te of 277.77 shares per $1,000 note.

As a result of the exchange, the company expectgdiace its 2007 cash interest expense by approsiyrdd7 million. The notes are callable
by the company on May 1, 2009.

"This transaction is positive for our company dseilps us delever and reduce interest expense,'Ssaiit S. Patel, CFO of Level 3.
"Throughout 2007, we expect to continue taking Stgperationally and financially to improve our fireéal position.”

About Level 3 Communications
Level 3 Communications, Inc (Nasdaq: LVLT), an miional communications company, operates onkeofargest Internet backbones in
the world. Through its customers, Level 3 is thienpry provider of Internet connectivity for millisrof broadband



subscribers. The company provides a comprehensiteedf services over its broadband fiber optiewmek including Internet Protocol (IP)
services, broadband transport and infrastructunecsss, colocation services, voice services andesover IP services. These services provide
building blocks that enable Level 3's customensiéet their growing demands for advanced commuwigatsolutions. The company's Web
address is www.Level3.com.

"Level 3 Communications," "Level 3" and the LeveC8mmunications logo are registered service markewel 3 Communications, Inc. in
the United States and/or other countries. Any otineduct and company names herein may be traderoftkeir respective owners. Level 3
services are provided by wholly owned subsidianielsevel 3 Communications, Inc.

Forward-Looking Statement

Some of the statements made by Level 3 in thissmedease are forward-looking in nature. Actualitssmay differ materially from those
projected in forward-looking statements. Level Bdwes that its primary risk factors include, beg aot limited to: increasing the volume of
traffic on Level 3's network; developing new prottuand services that meet customer demands andageaeceptable margins; successfully
completing commercial testing of new technology aridrmation systems to support new products amdases, including voice transmission
services; stabilizing or reducing the rate of pdoenpression on certain of our communications sesyjiintegrating strategic acquisitions;
attracting and retaining qualified management ahdrgpersonnel; and the ability to meet all oftémens and conditions of our debt
obligations. Additional information concerning tkeesnd other important factors can be found witherdl 3's filings with the Securities and
Exchange Commission. Statements in this releasgddbe evaluated in light of these important fastor
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