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Level (3)

COMMUNICATIONS

LEVEL 3 COMMUNICATIONS, INC.
1025 Eldorado Boulevard
Broomfield, CO 80021

April XX, 2007
Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders of Level 3 Communications, Ifitevel 3") to be held at
9:00 a.m. on May 24, 2007, at The Omni Interlockesort, 500 Interlocken Boulevard, Broomfield, Gatin 80021.

At the Annual Meeting, you will be asked to considad act upon the following matters:

» the reelection to our Board of Directors of thraectors as Class | Directors and three directer€lass Il Directors each for a one-
year term until the 2008 Annual Meeting of Stocklesk; and

« the approval of the grant to our Board of Directoirsliscretionary authority to amend our restatedificate of incorporation to effect
a reverse stock split at one of four ratios; and

« one stockholder proposal that is described in tteelaed proxy statement; and

« the transaction of such other business as may pgyopame before the Annual Meeting.

Our Board of Directors recommends that you redleethree Class | directors and the three Clagfiriktors each for a one-year term
until the 2008 Annual Meeting of Stockholders, aparthe proposed granting to our Board of Directdrdiscretionary authority to amend
the restated certificate of incorporation to effeceverse stock split, and not approve the stddieh@roposal. See “REELECTION OF
DIRECTORS PROPOSAL,” “REVERSE STOCK SPLIT PROPOSAInd “STOCKHOLDER PROPOSAL.”

Information concerning the matters to be considaretivoted upon at the Annual Meeting is containgtie attached Notice of Annual
Meeting and Proxy Statement. It is important thtairyshares be represented at the Annual Meetiggrdiess of the number you hold. To
ensure your representation at the Annual Meeting,are urged to complete, date, sign and returernliised proxy as promptly as possible.
A postage-prepaid envelope is enclosed for thgigae. In addition, to ensure your representatidheafAnnual Meeting, you may vote your
shares by (a) calling the toll free telephone nunidicated on the proxy card or (b) accessingsfiecial web site indicated on the proxy
card, each as more fully explained in the telephamkinternet voting instructions. If you attend #hnnual Meeting, you may vote in person
even if you have previously returned a proxy c®iéase note that if you hold your shares of our comon stock through your broker,
you will not be able to vote in person at the meetg.

Sincerely,

oI L_Suaxl

Walter Scott, Jr
Chairman of the Boar
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Level (3)

COMMUNICATIONS

LEVEL 3 COMMUNICATIONS, INC.
1025 Eldorado Boulevard
Broomfield, CO 80021

NOTICE OF 2007 ANNUAL MEETING OF STOCKHOLDERS
To be held May 24, 2007

To the Stockholders of Level 3 Communications,:Inc.

The Annual Meeting of Stockholders of Level 3 Conmications, Inc., a Delaware corporation (“Level,38jll be held at The Omni
Interlocken Resort, 500 Interlocken Boulevard, Bndield, Colorado 80021 at 9:00 a.m. on May 24, 236i7the following purposes:

1. To reelect three directors as Class | Directorsraptect three directors as Class Il DirectorthefBoard of Directors of Level 3 each
for a one-year term until the 2008 Annual Meetifigtockholders; and

2. To approve the granting to the Level 3 Board okDiors of discretionary authority to amend Level Restated Certificate of
Incorporation to effect a reverse stock split a ohfour ratios; and

3. To consider a stockholder proposal that is desdrivepage XX of the accompanying proxy statemend; a

4. To authorize the transaction of such other busingssay properly come before the Annual Meetingryr adjournments or
postponements thereof.

The Board of Directors has fixed the close of besinon March 31, 2007, as the record date foretexmination of the holders of our
common stock, entitled to notice of, and to votdte meeting. Accordingly, only holders of recofd_evel 3 common stock at the close of
business on that date will be entitled to noticamd to vote at the Annual Meeting and any adjo@mnor postponement thereof. As of
May 14, 2007, ten days prior to the Annual Meetmgjst of stockholders entitled to notice of thenal Meeting and that have the right to
vote at the Annual Meeting will be available fosjrection at the Level 3 Communications, Inc. offilerated at 1025 Eldorado Boulevard,
Broomfield, Colorado 80021.

The six nominees for director will be elected hylarality of the votes cast by holders of Leveldrnon stock present in person or by
proxy and entitled to vote at the Annual Meeting.

The proposal to grant to the Board of Directorgmionary authority to amend the Restated Ceatiéi®f Incorporation to effect a
reverse stock split at one of four ratios requihesaffirmative vote of a majority of the outstamglishares of the Level 3 common stock. The
approval of the stockholder proposal requires tfimmaative vote of a majority of the votes castlgiders of Level 3's common stock present
in person or by proxy at the Annual Meeting. Thegasal to authorize the transaction of such othsimess as may properly come before the
Annual Meeting or any adjournments or postponemisegieof requires the affirmative vote of a majodf the votes cast by holders of Level
3 common stock present in person or by proxy affveual Meeting.

The matters to be considered at the Annual Meetirgnore fully described in the accompanying Prétatement, which forms a part
this Notice.

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE ANNUAL MEETING. TO ENSURE YOUR
REPRESENTATION AT THE ANNUAL MEETING, HOWEVER, YOWRE




URGED TO COMPLETE, DATE, SIGN AND RETURN THE ENCLE&® PROXY AS PROMPTLY AS POSSIBLE. A POSTAGE-
PREPAID ENVELOPE IS ENCLOSED FOR THAT PURPOSE. IDBITION, TO ENSURE YOUR REPRESENTATION AT THE
ANNUAL MEETING, YOU MAY VOTE YOUR SHARES BY A) CALUNG THE TOLL FREE TELEPHONE NUMBER OR

B) ACCESSING THE INTERNET AS MORE FULLY EXPLAINEDN THE TELEPHONE AND INTERNET VOTING INSTRUCTIONS.
ANY STOCKHOLDER ATTENDING THE ANNUAL MEETING MAY VOTE IN PERSON EVEN IF THAT STOCKHOLDER HAS
RETURNED A PROXY.

PLEASE NOTE THAT IF YOU HOLD YOUR SHARES OF LEVEL 3 COMMON STOCK THROUGH YOUR BROKER AND
NOT DIRECTLY IN YOUR NAME, YOU WILL NOT BE ABLE TO VOTE IN PERSON AT THE ANNUAL MEETING.

By Order of the Board of Directo

PO LH_ELA«W[

Walter Scott, Jr
Dated: April XX, 2007 Chairman of the Boar




Level (3)

COMMUNICATIONS

LEVEL 3 COMMUNICATIONS, INC.
1025 Eldorado Boulevard
Broomfield, CO 80021

Proxy Statement
April [XX] , 2007

2007 ANNUAL MEETING OF STOCKHOLDERS
May 24, 2007

We are furnishing you this Proxy Statement in catine with the solicitation of proxies on behalftbe Board of Directors of Level 3
Communications, Inc. (“Level 3,” the “company,” “Wéus,” or “our”) to be voted at the Annual Meegirof Stockholders to be held on
Monday, May 24, 2007, or any adjournment or postjpeents thereof. This Proxy Statement, the Noticknofual Meeting, the
accompanying Proxy and the Annual Report to Stolckdrs are first being mailed to Stockholders oalmout April [XX], 2007. We
sometimes refer to our Board of Directors as tharB@nd to this document as the Proxy Statement.

VOTING PROCEDURES

Your vote is very important. You can vote the shares of Level 3 common stockateaheld directly in your name and not throughbrryo
brokerage account at the Annual Meeting if youpaesent in person or represented by proxy. You raagke your proxy at any time before
the Annual Meeting by delivering written noticedor Secretary, by submitting a proxy bearing arldtde or by appearing in person and
casting a ballot at the Annual Meeting. If we reeed properly executed proxy before voting at timdal Meeting is closed, the persons
named as the Proxy on the proxy card will votegiexy in accordance with the directions providedtoat card. If you do not indicate how
your shares are to be voted, your shares will hedvas recommended by the Board. If you wish te giproxy to someone other than
persons named on the proxy card, you should cnatsthe names contained on the proxy card and ittseriame(s) of the person(s) who hold
(s) your proxy. Please note that the person(s)itomvyou give your proxy must be present in perddgheaAnnual Meeting to vote your
shares.

Who can vote?

Stockholders of record as of the close of businesslarch 31, 2007, are entitled to vote at the AshiMieeting. On that date,
1,526,256,959 shares of our common stock wereandstg and eligible to vote. Each share is entiitedne vote on each matter presented at
the Annual Meeting.

How do | vote?

You can vote in person at the Annual Meeting. Al&tively, a stockholder who holds shares of ourroem stock of record and not in
“street name” may vote shares by giving a proxymll, telephone or the Internet. To vote your prbx mail, indicate your voting choices,
sign and date your Proxy and return it in the ppstaaid envelope provided. You may vote by teleghamthe Internet by following the
instructions on your Proxy. Your telephone or Intdrdelivery authorizes the named proxies to vota ghares in the same manner as if you
marked, signed and returned your Proxy via the.mail

If you hold your shares through a broker, banktbeonominee, that institution will send you sepatastructions describing the
procedure for voting your sharé%u can only vote your shares held




through a broker, bank or other nominee by following the voting procedures sent to you by that institution. You will not be able to vote your
shares held through a broker, bank or other nomineein person at the Annual Meeting.

What shares are represented by the Proxy?

The Proxy that we are delivering represents alktiares registered in your name with our trangfengg Wells Fargo Shareowner
Services. The proxy that is delivered by your brokank or other nominee represents the shareslygtdu in an account at that institution.

If you are an employee who participates in our kpP(an, your Proxy does not include the sharemuofcommon stock that are
attributable to the units that you hold in the LIe¥&tock Fund as part of the 401(k) Plan. Shaeds by employees through the Level 3 401
(k) Plan are voted by the administrator of the &pHlan.

How are votes counted?

If you return a signed and dated Proxy but do ndiciate how the shares are to be voted, thoseshéltde voted as recommended by
the Board. A valid Proxy also authorizes the indiixdls named as proxies to vote your shares in diggretion on any other matters which,
although not described in the Proxy Statementpesperly presented for action at our Annual Meetifigou indicate on your Proxy that you
wish to “abstain” from voting on an item, your seswill not be voted on that item. Abstentions@wecounted in determining the number of
shares voted for or against any nominee for Diremt@ny other proposal, but will be counted tced®iine whether there is a quorum present.

If you do not provide voting instructions to youoker or nominee at least ten days before the Arvieating, the nominee has
discretion to vote those shares on matters thalNK@DAQ Stock Market has determined are routinewkhler, a nominee cannot vote sh
on non-routine matters without your instructionkisTis referred to as a “broker non-vote.” Broken+votes are counted in determining
whether a quorum is present.

What vote is required?

In order to have a quorum present at the AnnualtiMgea majority of our shares of common stock Hratoutstanding and entitled to
vote at the Annual Meeting must be representeeiagn or by proxy. If a quorum is not present,Ahaual Meeting will be rescheduled fo
later date.

Directors must be elected by a plurality of theegotast.

The proposal to grant to the Board of Directorgmionary authority to amend our Restated Cedtiéiof Incorporation to effect a
reverse stock split at one of four ratios requihesaffirmative vote of a majority of the outstamglishares of the Level 3 common stock.

The approval of the stockholder proposal requinesaffirmative vote of a majority of the votes cagtholders of Level 3's common
stock present in person or by proxy at the Annuaétihg.

The proposal to authorize the transaction of subbrdousiness as may properly come before the Avieating or any adjournments or
postponements thereof requires the affirmative wbee majority of the votes cast by holders of common stock present in person or by
proxy at the Annual Meeting.

For those situations that require an affirmativeevaf the holders of a majority of the votes eatltto be cast in respect of all outstanding
shares of our common stock, broker non-votes astéations will have the effect of a “no” vote. llh@ther cases, broker non-votes and
abstentions will have no effect on the outcome.




Who will tabulate the vote?

Our transfer agent, Wells Fargo Shareowner Serwei#idally the vote, which will be certified byreinspector of election who is a
Level 3 employee.

Who will bear the expenses of our solicitation? Howvill we solicit votes?

We will bear our own cost of solicitation of progidn addition to the use of the mail, proxies rhaysolicited by our directors and
officers by personal interview, telephone, telegréansimile or e-mail. Our directors and officersl wot receive additional compensation for
this solicitation but may be reimbursed for outpoicket expenses incurred in connection with thetigiies. Arrangements may also be m
with brokerage firms and other custodians, nomirekfiduciaries to forward solicitation materitdsthe beneficial owners of shares of our
common stock held of record by these people oitirtigins, in which case we will reimburse theselkarage firms, custodians, nominees and
fiduciaries for reasonable out-of-pocket expensesrred by them in connection with these forwardingvities. Georgeson Inc. has been
retained to assist in soliciting proxies at a fé810,000 plus distribution costs and other costs @stomary expenses. We may also pay
Georgeson and additional $5,000 if we are succkissfoliciting proxies to support our positions e matters to be considered at the
Annual Meeting. We have also agreed to indemnify laold harmless Georgeson and its stockholderniseosf directors, employees, agents
and affiliates against any and all claims, cosasages, liabilities, judgments and expenses, iitduthe fees, costs and expenses of counsel
retained by Georgeson, which result from claim$ipas, suits, subpoenas, demands or other proagedimught against or involving
Georgeson which directly relate to or arise outebrgeson’s performance of its solicitation servi@xcept for costs, damages, liabilities,
judgments or expenses which shall have been detedhtiy a court of law pursuant to a final and ngeafable judgment to have direc
resulted from Georgeson'’s gross negligence or tisteal misconduct). In addition the prevailing yashall be entitled to reasonable
attorneys’ fees and court costs in any action betvibe parties to enforce the provisions of oueagrent with Georgeson, including the
indemnification rights contained in the agreement.

Householding of Proxy Materials

Some banks, brokers and other nominee record tsohday be participating in the practice of “housdimg” proxy statements and
annual reports. This means that only one copyisfiifoxy statement or the Company’s annual repast have been sent to multiple
stockholders in your household. The Company witinpptly deliver a separate copy of either documenyou if you write or call the
Company at the following address or phone numipeestor Relations, Level 3 Communications, Inc25.&ldorado Boulevard, Broomfiel
Colorado 80021, 720-888-1000. If you want to reeeigparate copies of the Company’s annual repdrpaoxy statement in the future, or if
you are receiving multiple copies and would likeeoeive only one copy for your household, you stheontact your bank, broker or ott
nominee record holder, or you may contact the Comjé the above address and phone number.

REELECTION OF DIRECTORS PROPOSAL

Background

Our Board currently consists of nine directorsth# 2006 Annual Meeting of Stockholders, our stadéters voted to declassify our
Board over several years, permitting all previowsbcted directors to serve their full three-yeans. As a result of the adoption of the
proposal to declassify the Board, the directorstetéat the 2006 annual meeting of stockholderg whacted for a one-year term and are still
referred to as Class Il directors. The directoh®ge terms expire at the 2007 Annual Meeting dlie st




referred to as Class | Directors. All of the cutr€hass | directors and Class Il directors ar@diiag for reelection.

At the Annual Meeting, the directors that are stagdor reelection will be reelected to hold offifor a one-year term until the 2008
Annual Meeting, or until their successors have kadented and qualified. All directors elected te Board at any future Annual Meeting of
Stockholders will serve for one-year terms unleselected for successive one-year terms. If anyimegnshall, prior to the Annual Meeting,
become unavailable for election as a directorp#msons named in the accompanying form of proxy imiltheir discretion, vote for that
nominee, if any, as may be recommended by the Boattie Board may reduce the number of direcmediminate the vacancy.

Information as to Nominees

The respective ages, positions with Level 3, if,dsiness experience, directorships in other compaand Board committee
memberships, of the nominees for election arecs#t below. All information is presented as of Mad9, 2007. Other than James W. Crowe,
none of these directors is our employee.

Class | Directors

Walter Scott, Jr., 75, has been the Chairman oBthad of the company since September 1979 anckatdr since April 1964. Mr. Scc
has been Chairman Emeritus of Peter Kiewit Sons', (‘PKS”) since 1998. Mr. Scott is also a direatb PKS, Berkshire Hathaway Inc.,
MidAmerican Energy Holdings Company, and Valmomustries, Inc. Mr. Scott is also the Chairman ef txecutive Committee of the
Board of Directors.

James Q. Crowe, 57, has been the Chief Executiftee©bf the company since August 1997, and a thireaf the company since
June 1993. Mr. Crowe was also President of the aompntil February 2000. Mr. Crowe was President @hief Executive Officer of MFS
Communications Company, Inc. (“MFS”) from June 1983une 1997. Mr. Crowe also served as ChairmameoBoard of WorldCom from
January 1997 until July 1997, and as Chairman@Bthard of MFS from 1992 through 1996. Mr. Crowal& a member of the Executive
Committee of the Board of Directors.

Robert E. Julian, 67, has been a director of dmpany since March 1998. From 1992 to 1995 Mradutierved as Executive Vice
President and Chief Financial Officer of the Compavir. Julian is the Chairman of the Audit Commétte

Class Ill Directors

Arun Netravali, 60, has been a director of the canypsince April 2003. Prior to that, Mr. Netravatas Chief Scientist for Lucent
Technologies, working with the academic and investhtommunities to identify and implement importaetv networking technologies frc
January 2002 to April 2003. Prior to that positibir, Netravali was President of Bell Labs as wsllLaicent’s Chief Technology Officer and
Chief Network Architect from June 1999 to Janua®®2. Bell Labs serves as the research and devetdmrganization for Lucent
Technologies. Mr. Netravali is a director of Ag&gstems Inc. Mr. Netravali is a member of the Conspéon Committee.

John T. Reed, 63, has been a director of the Coymgiane March 2003. Mr. Reed is also a Directoarmd Chairman of the Audit
Committee of First National Bank of Omaha. Mr. Réedlso Chairman of the Board of Alegent Healthealth care system headquartered in
Omaha, Nebraska and a member of the Board andr@draiof the Audit Committee of Father Flanagan's 8¢yome located in Boys Town,
Nebraska. Mr. Reed was Chairman of HMG Propentiesreal estate investment banking joint venturiglo€arthy Group, Inc. from 20C
until February 2005. Prior to that, he was ChairmfiNlcCarthy & Co.,




the investment banking affiliate of McCarthy Gro@pior to joining McCarthy Group in 1997, Mr. Regent 32 years with Arthur Andersen
LLP. Mr. Reed is the Chairman of the Nominating &a/ernance Committee and a member of the Auditi@itiee .

Michael B. Yanney, 73, has been a director of thiagany since March 1998. He has served as Chaiofrtaie Board of The Burlington
Capital Group, LLC (formerly known as America Fiddmpanies L.L.C.) for more than the last five geddr. Yanney also served as
President and Chief Executive Officer of The Bugton Capital Group, LLC. Mr. Yanney is the Chairntdrihe Compensation Committee
and a member of the Executive Committee and theihating and Governance Committee.

The Board unanimously recommends a vote FOR the namees named above.

Information as to Continuing Directors

The respective ages, positions with Level 3, if,@siness experience, directorships in other compaand Level 3 Board committee
chairmanships, of the remaining members of the L&\Board are set forth below. All information isegented as of March 19, 2007.

Admiral James O. Ellis, Jr. U.S. Navy (ret.), 58shbeen a director of the company since March 2Bfiéctive May 18, 2005, Admiral
Ellis became the President and Chief Executived®ffof the Institute of Nuclear Power OperationdNI?O, a nonprofit corporation
established by the nuclear utility industry in 19@%romote the highest levels of safety and réitgtin the operation of nuclear electric
generating plants. Admiral Ellis most recently sghas Commander, U.S. Strategic Command in Omaditzrallka, before retiring in
July 2004 after 35 years of service in the U.S.\Nlag Commander of the Strategic Command. In hisaNzareer, he held numerous
commands. A graduate of the U.S. Naval Academyl$holds M.S. degrees in Aerospace Engineerorg the Georgia Institute of
Technology and in Aeronautical Systems from thevdrsity of West Florida. He served as a Naval aviahd was a graduate of the U.S.
Naval Test Pilot School. Admiral Ellis is also amizer of the Board of Directors of Lockheed Martior@oration, Inmarsat PLC and T
Burlington Capital Group, LLC. Admiral Ellis is aember of the Nominating and Governance committee.

Richard R. Jaros, 55, has been a director ofahgeany since June 1993 and served as Presiddmd obmpany from 1996 to 1997.
Mr. Jaros served as Executive Vice President oEtmepany from 1993 to 1996 and Chief Financial ffiof the company from 1995 to
1996. He also served as President and Chief Opgréafificer of CalEnergy from 1992 to 1993. Mr. Jai® a member of the Compensation
Committee.

Dr. Albert C. Yates, 65, has been a director ef@@mpany since March 2005. Dr. Yates retired dffeyears as president of Colorado
State University in Fort Collins, Colorado in Ju@3. He was also a chancellor of the ColoradaeSiatversity System until October 2003,
and is a former member of the board of the Fedeeabrve Board of Kansas City-Denver Branch andbttaed of directors of First Interstate
Bank and Molson Coors Brewing Company. He curresglyves as a director of Centennial Bank Holdihgs,and StarTek, Inc. Dr. Yates is
a member of the Audit Committee .

Corporate Governance

We adopted Corporate Governance Guidelines thatasldhe governance activities of the Board anlddieccriteria for determining the
independence of the members of our Board. Theskeljués are in addition to the requirements ofSkeurities and Exchange Commission
and The NASDAQ Stock Market. The Guidelines alsude requirements for the standing committeefi®@Board, responsibilities for
Board members and the annual evaluation of thedB®and its committees’ effectiveness. The Cormotadvernance Guidelines are
available on our website atvw.level3.com At




any time that these guidelines are not availablewrnvebsite, we will provide a copy upon writt@guest made to Investor Relations, Le\
Communications, Inc., 1025 Eldorado Boulevard, Brnield, Colorado 80021.

Although we include references to our website, iafgrmation that is included in our website is part of this Proxy Statement.

Independenc

The Board also evaluates the independence of eamtiat in accordance with applicable laws and ta&tipns and its Corporate
Governance Guidelines. Based on the recommendatftionr Nominating and Governance Committee, ther@bas determined that the
following directors are “independent” as requirgdapplicable laws and regulations, by the listitandards of The NASDAQ Stock Market
and by the Board’s Corporate Governance Guidelidestes O. Ellis, Jr., Richard R. Jaros, Robertian), Arun Netravali, John T. Reed,
Michael B. Yanney and Albert C. Yates. The Board akso concluded that the members of each of it ADompensation and Nominating
and Governance Committees are “independent” inrdaoee with these same standards.

Code of Ethics

We adopted a code of ethics that complies wittsthadards mandated by the Sarbanes-Oxley Act &. 206 complete code of ethics
is available on our website awtvw.level3.com At any time that the code of ethics is not ald#daon our website, we will provide a copy upon
written request made to Investor Relations, Lev€b8munications, Inc., 1025 Eldorado Boulevard,dBnfield, Colorado 80021. Any
information that is included in the Level 3 webs#iaot part of this Proxy Statement. If we amemel¢ode of ethics, or grant any waiver from
a provision of the code of ethics that appliesubexecutive officers or directors, we will publidisclose such amendment or waiver as
required by applicable law, including by postingls@mendment or waiver on our websitevatw.level3.conor by filing a Current Report on
Form 8-K.

Stockholder Communications with Directors

A stockholder who wishes to communicate directlthvihe Board, a committee of the Board or withrattiviidual director, regarding
matters related to Level 3 should send the commatioit to:

Level 3 Communications, Inc.

Board of Directors [or committee hame or
Director's name, as appropriate]

1025 Eldorado Boulevard

Broomfield, Colorado 80021

We will forward all stockholder correspondence ataevel 3 to the Board, committee or individualegitor, as appropriate. Please note that
we will not forward communications that are spammkj mail and mass mailings, service complaintsjiserinquiries, new service
suggestions, resumes and other forms of job iregjisurveys, and business solicitations or adeengsts.

Board of Director’ Meetings

The Board had a total of seventeen meetings in.2008006, no director attended less than 75% eftleetings of the Board, and no
director attended less than 75% of the meetingseo€ommittees of which he was a member. Althoughdw not have a formal policy, it is
expected that our Board members will attend ouuahmeetings. All of our Board members attended2@6 Annual Meeting of
Stockholders.




Section 16(a) Beneficial Ownership Reporting Coarle

To our knowledge, no person that was a directacetive officer or beneficial owner of more tha®4.6f the outstanding shares of our
common stock failed to timely file all reports réma under Section 16(a) of the Securities Exchakgieof 1934.

Executive Committee

The Executive Committee exercises, to the maximuteng permitted by law, all powers of the Boardwextn Board meetings, except
those functions assigned to specific committees. Mbmbers of the Executive Committee are WaltettStro (Chairman), James Q. Crowe
and Michael B. Yanney. The Executive Committeerthtimeet during 2006.

Audit Committee

The Audit Committee is responsible for appointisetting compensation, and overseeing the work ofrmlependent public accountai
The Audit Committee reviews the services providgabr independent registered public accounting ftonsults with the independent
registered public accounting firm and reviews teedfor internal auditing procedures and the adggahinternal controls. The members of
the Audit Committee are Robert E. Julian (Chairmdohn T. Reed and Albert C. Yates. The Board lke&srohined that the members of the
Audit Committee are independent within the meamhthe listing standards of The NASDAQ Stock Markete Board has determined that
Mr. Robert E. Julian, Chairman of the Audit Comett qualifies as a “financial expert” as definedMy Securities and Exchange
Commission. In making the determination, the Baaodsidered Mr. Julian’s credentials and financadtkground and found that he was
qualified to serve as the “financial expert.” Thadit Committee met five times during 2006.

The Audit Committee has chosen KPMG LLP as ourstegéd public accounting firm for 2007. As paritefresponsibilities, the Audit
Committee is required to pre-approve the auditrasmdaudit services performed by the independenliggabcountants in order to assure the
public accountant’s independence. The Audit Conarittas adopted a pre-approval process with regpt#w provision of audit and non-
audit services to be performed by KPMG LLP. This-ppproval process requires the Audit Committeevew and approve all audit
services and permitted non-audit services to biapaed by KPMG LLP. Pre-approval fee levels forsatvices to be provided by KPMG
LLP are established annually by the Audit Committeedit services are subject to specific pre-apptevhile audit-related services, tax
services and all other services may be grantedppeevals within specified categories. Any proposeices exceeding these levels require
specific pre-approval by the Audit Committee. Adulially, the Audit Committee may delegate eithgretyf pre-approval authority to one or
more of its members. A report, for informationatposes only, of any pre-approval decisions mada &ingle member of the Audit
Committee is made to the full Audit Committee oreaist a quarterly basis. One hundred percenteo$ehvices that required pre-approval by
the Audit Committee received that approval.

One or more representatives of KPMG LLP will beger@ at the Annual Meeting. Although they will moake a statement at the
meeting, they will be available to answer apprdprguestions.

The Audit Committee operates pursuant to a writtearter. A copy of the Audit Committee’s charteaisilable on our website at
www.level3.com A copy of the Audit Committee’s 2006 Report islirded in Annex 1.
Compensation Committee

The Compensation Committee is responsible for @e#ng our compensation strategy and policies teigecthat we are able to attract
key employees, that employees are rewarded apptelyrifor their




contributions, that employees are motivated toeaahbur objectives, that key employees are retased that such strategy and policies
support our objectives, including the interestsuf stockholders. The Compensation Committee gipooaes the salaries, bonuses and other
compensation for all executive officers and reviamd recommends to the full Board, the compensatishbenefits for non-employee
directors. The members of the Compensation Comendtte Michael B. Yanney (Chairman), Richard R. damd Arun Netravali. The Board
has determined that the members of the Compendatomittee are independent within the meaning efligting standards of The

NASDAQ Stock Market. The Compensation Committee sa®en times in 200!

The Compensation Committee operates pursuant tittemvcharter. A copy of the Compensation Commitieharter is available on ¢
website atvww.level3.com
Compensation Committee Interlocks and Insider Egrditions

None of the members of the Compensation Commiste@ iofficer or employee of the company.

Nominating and Governance Committee

The Nominating and Governance Committee providessight and guidance to the Board to ensure tleatntbmbership, structure,
policies, and practices of the Board and its corm@d facilitate the effective exercise of the B&ardle in the governance of the company.
The Committee reviews and evaluates the policidspaactices with respect to the size, composiiinatiependence and functioning of the
Board and its committees and reflects those paliaie practices in Corporate Governance Guidelaresgevaluates the qualifications of, and
recommends to the full Board, candidates for edectis Directors. The Nominating and Governance Citterhas adopted a written charter.
The members of the Nominating and Governance Caeenitre John T. Reed (Chairman), James O. ElliandrMichael B. Yanney. The
Board has determined that the members of the Ndmgand Governance Committee are independentmilid meaning of the listing
standards of The NASDAQ Stock Market. The Nomirgtimd Governance Committee met one time in 2006.

The Nominating and Governance Committee operatesipat to a written charter. A copy of the Nomingtand Governance
Committee’s charter is available on our websitenatv.level3.com
Nomination Procedures

In exploring potential candidates for director, M@minating and Governance Committee considerwiiidals recommended by
members of the committee, other directors, memifensanagement and stockholders or selfninated individuals. The committee is advi
of all nominations that are submitted to us aneiheines whether it will further consider the camdés using the criteria described below.

In order to be considered, each proposed candidast:
* Dbe ethical;
* have proven judgment and competence;

« have professional skills and experience in dealiiif a large, complex organization or in dealinghwéomplex issues that are
complementary to the background and experiencesepted on the Board and that meet our needs;

« have demonstrated the ability to act independemtty be willing to represent the interests of atkholders and not just those of a
particular philosophy or constituency; and

* Dbe willing and able to devote sufficient time tdfifuhis/her responsibilities to Level 3 and it®skholders.




After the Nominating and Governance Committee tmspieted its evaluation, it presents its recommgoddo the full Board for its
consideration and approval. In presenting its revemdation, the committee also reports on otheridates who were considered but not
selected.

We will report any material change to this procediara quarterly or annual filing with the Secwitiand Exchange Commission and
new procedure will be available on our websitematv.level3.com

Our By-laws require that a stockholder who wistiesdminate an individual for election as a Dire@bour Annual Meeting must give
us advance written notice not less than 60 days fithe anniversary date of the prior yeakhnual Meeting and not more than 90 days |
to the anniversary date of the prior year's Anridakting, in connection with next year's Annual Megtand provide specified information.
Stockholders may request a copy of the requirenfemts the Secretary, Level 3 Communications, 16625 Eldorado Boulevard,
Broomfield, Colorado 80021.

COMPENSATION DISCUSSION AND ANALYSIS

The following Compensation Discussion and Analgiscribes the material elements of compensatioauoexecutive officers
identified in the Summary Compensation Table, whighrefer to as our Named Executive Officers. ThenBensation Committee of the
Board or the Compensation Committee makes all @exsidor the total direct compensation—that is, lthee salary, bonus and stock based
long term incentive awards - of our Named Execu@fficers, including James Q. Crowe, our Chief Exa@ Officer. The Compensation
Committee also makes all award level decisiongiferstock based long term incentive awards of mecuetive officers who are not Named
Executive Officers.

The day-to-day design and administration of savihgalth, welfare and paid time-off plans and pesiapplicable to our employees in
general are handled by teams of our Human ResquWftemnce and Legal Department employees. The Cosagpien Committee (and in
certain cases the entire Board) remains resporfsibtertain fundamental changes to these plangalicies outside of the day-to-day
requirements necessary to maintain these planpaliies.

Compensation Philosophy

We believe that our success depends in large pastipability to attract and retain qualified emy#es.

As part of our efforts to satisfy the need to atireetain and motivate the individuals who posshesskills necessary to grow our
business, management and our Compensation Cominéliese that our compensation programs shouléeefiur compensation philosophy.
This philosophy includes the following core beliefs

e our compensation principles are broad based arddet to be appropriate across the business grdvmle all employees, with the
opportunity to participate in compensation progrdmased on the value that they help to create;

« our employees should be rewarded fairly and cortipely through a mix of base salary, short-and loegn incentives, benefits,
career growth and development opportunities andrk environment that allows our employees to acghi@sults;

* our compensation programs should be flexible ireptd meet the needs of our business and are redia& appropriate by our
Compensation Committee;

« employee ownership demonstrates an economic gtakér ibusiness that aligns employees’ interests thivse of our stockholders;




» our employees should share appropriately with itoresn the value that their results help to create

» our compensation programs should be based heavityaating long-term value which is best measusesttck price performance;
e our compensation programs are supported by antiefguerformance review and management process; and

« we provide an above-market total compensation dppity for exceeding expected performance.

We believe that shoterm financial rewards alone are not sufficienativact and retain our Named Executive Officers tadl a properl
designed londerm compensation program is a necessary compoheatruitment and retention of these individu@sr philosophy is to pz
annual cash salary compensation that is competitigea performanceased cash bonus that in some cases can be abdkat foaindividual
and company performance that exceeds the goaty $be Compensation Committee. In addition, oumid Executive Officers may, from
time to time, receive additional cash bonus comaims related to that individual’contribution to results achieved under specitihiives or
programs or that individual's contribution to extrdinary results.

We also believe that a critical component of ounpensation philosophy is having the ability to pdevappropriate incentives to
employees through a long-term incentive prograrhithtied to stock price performance. We currehtlye a long-term incentive or LTI
program that provides for two types of equity avgaithe first type of equity vehicle is a stock-irdé security referred to as an Outperform
Stock Option or OSO, which is administered underi®95 Stock Plan, as amended. The second typguityeaward is restricted stock units
that vest over a period of years, depending ompéntcipant’'s continued employment and the termthefspecific grant.

Role of the Executive Office

As stated above, the Compensation Committee makisah decisions for the total direct compensatmf our Named Executive
Officers. Each year, Mr. Crowe, recommends to tbhenflensation Committee the annual base salary anddjnstment from the prior year’s
base salary, bonus target and long term incentirsggds for each Named Executive Officer, other thiamself. Mr. Crowe is provided analy:
that informs his decision by Mr. Thomas C. StoExecutive Vice President, Chief Legal Officer aratf®tary. Mr. Stortz, as part of his
duties, is the senior executive responsible for dmunesources matters. Mr. Stortz receives infownadind analysis from the Compensation
Committees outside consultant and members of the Human Resodepartment. The Compensation Committee cauisgeéts discretion t
modify any recommendations provided by Mr. Crowiee TCompensation Committee determines Mr. Crowé&sand bonus.

Setting Executive Compensation

Based on our compensation philosophy and objectiiesCompensation Committee has structured owaramd long-term incentive-
based cash and non-cash executive compensatiootizate executives to achieve our business goalsamard the executives for achieving
these goals.

During the course of 2005, the Compensation Commmignhgaged in a review of the compensation progvéathsan emphasis on the
compensation of our executive officers. This revieas conducted as part of the Compensation Conefstta-going monitoring of the
effectiveness of our compensation programs incitrgq and retaining the executives and employemtdhat we believe are needed to opt
our business. The Compensation Committee reviewalyses prepared by teams of our Human Resourtes)de and Legal Department
employees. In addition, as part of its evaluatiozcpss, the Compensation Committee engaged Aonu@imigs an outside global human
resources consulting firm, to
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assist the Compensation Committee for both revigwitr compensation programs with respect to 20052806 decisions and to the
determine a peer group of companies to use asaoter fin evaluating the competitiveness of our cengation programs for 2005 and 2006.

In 2005, the Compensation Committee selected a ensgtion peer group of companies that (i) operatair industry, (ii) are of
comparable size in terms of revenues and emplayme i) have comparable market capitalization eaglital structures and comparable
ratios of market capitalization to employees, madapitalization to revenue and market capital@ato net income or net loss. All financial
comparisons were made using year end 2004 infoomadis a result of this process, the Compensatmmi@ittee selected a compensation
peer group of 35 companies, with Level 3's rankasdollows:

« 30t percentile for number of employees;
« 641" percentile for revenue;

« 313t percentile for market capitalization;

« 20" percentile for net income/loss; and

« 951" percentile for revenue per employee;

In February 2006, as a result of the completiothefacquisition of WilTel Communications, whichmsiicantly increased the size of our
business including the number of our employeesCibrapensation Committee, in consultation with Aamg&ulting, modified the companies
that comprised the compensation peer group.

The Compensation Committee determined, based arettiew conducted during 2005, that for 2006, the af both outperform stock
options or OSOs and restricted stock units or R8bigd be continued. We believe that a blended tengy incentive equity vehicle that
combines the use of OSOs and RSUs allows us targulsh several of our compensation philosophy dbjes that are described in detail
above, including providing an “outperformance” etrhthrough the OSO grants that is balanced byeteation element provided by RSUs.
For 2006, the Compensation Committee determinedhiesguarterly target number of awards for botft08@&nd RSUs would be the same
the July 1, 2006 and October 1, 2006 award datgesf 8 Named Executive Officer was awarded 1,080 quarterly, that Named Execut
Officer would also receive a total of 1,000 RSUstfe two quarterly awards of RSUs in 2006. Foritémttal information relating to the terr
of both the OSOs and the RSUs, please see thedataied discussion below under the capti@D06 Executive Compensation
Components—Stock AwardsThe Compensation Committee concluded to contiougview the effectiveness of our long term inoen
programs in light of both changing market condisi@md the changing complexion of the company’s foode as a result of our significant
merger and acquisition activities.

During the course of 2006, as a result of (i) axquasition of five companies since December 200b agreeing to acquire a sixth
company during the third quarter of 2006 and tlgeificant increase in the number of our employessilting from these acquisitions, and
(i) the significant increase in our common stockc@ and enterprise value, the Compensation Coraenithdertook another comprehensive
review of our executive compensation program. Téngew focused on recent trends in compensatiograro design, with a particular
emphasis on the design trends for long term ingemiograms by companies with which we competexecutive and employee talent. We
use our primary compensation peer group as a guididr the companies that we compete with for ekige and employee talent. The
Compensation Committee met humerous times durifg 20 review the data gathered and prepared byst@diour Human Resources,
Finance and Legal Department employees. In additispart of the evaluation process, the Compems&bmmittee engaged Frederic W.
Cook & Co., an independent consulting firm, to aactda review of our total executive compensatiargpaim, including base salary,
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bonus and long-term incentive compensation foramed Executive Officers. Frederic W. Cook alsovjated separate and additional
assistance to the Compensation Committee in coiomerith the modifications of the structure of durl program that are described in more
detail below. Frederic W. Cook provided the Compgios Committee with relevant market data and atttves to consider when making
compensation decisions for our Chief Executive €@ffiand in reviewing the recommendations being nydeur Chief Executive Officer at
management for our other Named Executive Officatls mespect to awards under our LTI program. Tii@&review formed the basis for the
compensation decisions we made for 2007.

Based upon an analysis conducted by Frederic Wk.Ghe Compensation Committee observed that foosirall periods over the past
five years, our stockholder return showed the gfeshcorrelation with the S&P 500® IT Index rathean the S&P 500® Telecom Index. In
consideration of this analysis as well as the Camspon Committee’s observation that we competefecutive talent most often with
technology companies, the Compensation Committeelgded that our primary compensation peer grougdmpetitive analysis purposes
should be comprised primarily of technology companHowever, given the use by institutional investif a communications peer group in
assessing our performance, the Compensation Coeentiitermined to use, as a secondary compensagommup, a set of companies that
includes communications companies. The secondanpensation peer group is used as an additionatsadrinformation in reviewing:
overall equity plan cost and stockholder valuegfan overall potential dilution; and chief exeeetiofficer pay for performance tests.

The following companies are included in our primegympensation peer group:

Affiliated Computer Services, In Computer Sciences Corporati Lexmark International, Inc

Altera Corporatior Fiserv, Inc. LSI Logic Corporatior

Autodesk, Inc Jabil Circuit, Inc. Molex Incorporatec

Avaya Inc. JDS Uniphase Corporatic National Semiconductor Corporati
BMC Software, Inc Juniper Networks, Inc NCR Corporatior

Citrix Systems, Inc KLA -Tencor Corporatiol Novellus Systems, In

QLogic Corporatior Symbol Technologies In VeriSign, Inc.

Sabre Holdings Corporatic Tellabs, Inc. Xilinx, Inc.

The following companies are included in our secopdampensation peer group:

Alltel Corporation NIl Holdings, Inc.

American Tower Corporatio Qwest Corporatiol

CenturyTel, Inc SBA Communications Corporatic
Citizens Communications Compa Sprint Nextel Corp

Crown Castle International Cor Telephone and Data Systems, |

Nextel Partners, Inc United States Cellular Corporatit
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With respect to compensation program design dewsadfecting our Named Executive Officers thateffective for 2007, the
Compensation Committee used as a guideline a cisopasf each element of total compensation agaipstmary and secondary peer group
of publicly traded and privately held technologylaanmmunications companies.

For comparison purposes, of the 25 companies ipringary compensation peer group, including Level 3

« our 2005 revenues were the seventh highest;

« our 2005 net income was 85 as all but one of theracompanies in this peer group have positivénueime;
« our year end 2005 number of employees wa 12  &ighe

« our market capitalization as of August 31, 2006 ties16 highest; and

* our enterprise value also at August 31, 2006 wadithest.

Because of the large variance in size among thgaams comprising the primary compensation peargrim consultation with
Frederic W. Cook, we used a statistical techniguadjust the compensation data for difference®mpany revenues in an effort to provide
comparable data for our analysis. The technical @frthe statistical technique that we used isesgjon analysis. This adjusted value was
used as the basis of comparison of compensatiovebetus and the companies in the primary compemspéer group.

Summary

Overall, for 2006, the base salaries we paid toNamed Executive Officers were at the median lefelur primary compensation peer
group. Variations generally relate to the expericievel of the individual and market factors. Onalgsis indicated that for our Named
Executive Officers our 2006 total target direct @amsation (including equity compensation) is aelethat are between the median and the
75th percentile of compensation actually paid moilsirly situated executives of the companies cosipg the primary compensation peer
group in fiscal year 2005 and below the mediarctanpanies comprising our secondary compensationgoeap.

A significant percentage of total compensationdor Named Executive Officers is allocated to boand equity compensation as a re
of the philosophy and objectives described above d@/not have a pre-established policy or targetti® allocation between either cash and
non-cash or short-term and long-term incentive cemsption. Rather, the Compensation Committee revieformation provided by
Messrs. Crowe and Stortz as well as Mr. Kevin H&a, our President and Chief Operating Officer lsindSunit S. Patel, our Group Vice
President and Chief Financial Officer as well asittside consultant to determine the appropréatel land mix of base and incentive
compensation. We also incorporate flexibility imiar compensation programs and in the assessmeagggsrto respond to and adjust for the
evolving business environment. Income from bonubsexquity compensation is realized as a result opedformance or the individual's
performance against established goals and objactildimately, however, the Compensation Commigeercises its full discretion to
determine the allocation between cash and nonaashort-term and long-term incentive compensation.

2006 Executive Compensation Components
For the fiscal year ended December 31, 2006, tineipal components of compensation for Named Exeedfficers were:

« base salary;
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» discretionary cash bonuses;
* long-term equity incentive compensation; and
* minimal perquisites and other personal benefits.
Most of our compensation elements simultaneoudfif fone or more of our compensation philosophyeatives.

Our base salary and bonus decisions are designmed/érd annual achievements and be commensuratehgitexecutive’s scope of
responsibilities, demonstrated leadership abilitesl management experience and effectivenessotBer elements of compensation focu
motivating and challenging the executive to achiewgerior, longer-term, sustained results.

Base Salary

We provide our Named Executive Officers with baakary to compensate them for services renderedgltive year. These base sala
are based on experience, skills, job respons#slitind individual contribution, with reference tedian base salary levels of executives in the
relevant market as guided by our compensation greerps that our Compensation Committee is using fime to time. Salary levels are
typically considered annually as part of our perfance review process as well as upon a promotioth@r change in job responsibility. The
Compensation Committee makes reasoned subjectigentieations as to merit based increases to salfiehe Named Executive Officers
based on an assessment of each individual's peafacenduring the prior year.

In February of 2006, the Compensation Committeevesd and adjusted the base salaries for our N&redutive Officers.
Mr. Crowe’s 2006 base salary was adjusted aftéewarg his compensation history as well as the Isatary levels for chief executive
officers at our peer companies that were in ef¢the time, after the composition of that peeugravas modified following the completion
the WilTel Communications acquisition. The basaseas for the other Named Executive Officers fod@@ere based on recommendations
by Mr. Crowe. In making his recommendations for ¢tieer Named Executive Officers, Mr. Crowe, consde

« each executive officer’'s individual performance axgected future contributions;
« the survey data as a of our compensation peer gema
» acomparison of the base salaries of the execaffieers who report directly to Mr. Crowe to ensiuméernal equity.

The Compensation Committee determined that the delages for the Named Executive Officers wasWwelee median range of base
salaries for our peer group. In addition, the Consation Committee noted that Mr. Crowe had notivecka base salary increase since 2003
and had received only a 2.6% increase in baseydatam 2002 to 2003. As a result, Mr. Crowe recomdes, and the Compensation
Committee approved, base salary increases fora&ddessrs. O’Hara, Miller, Stortz and Patel rangiram 29% to 49%. For Mr. Crowe, the
Compensation Committee determined to increase kt.w€'s base salary by 100%, from $375,000 to $7D,The Compensation
Committee noted that even at this increased I&kelCrowe’s base salary was still at the low endhef competitive range of base salaries for
chief executive officers at our peer group. Whoeng individual base salaries are above mediarflectea particular individuas role, curren
base salaries are, in the aggregate, at the cdimpetiedian to those of our peer group.
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Bonus Awards

Our cash bonus program is designed to reward aoutives for the achievement of short-term finarana business goals. Although
each executive officer is eligible to receive araedwunder our cash bonus program, the grantingeo&tvards to any individual or the officers
as a group is entirely at the discretion of our @ensation Committee. The Compensation Committeeahagse to award the bonus or not,
and decide on the actual level of the award intlaghall relevant factors after completion of thechl year.

In the first quarter of 2006, our Compensation Cdttam determined the business objectives for tHd62bnus program. These included
certain financial and strategic goals. Bonus payangtets were also set. 2006 bonuses did not hanieimum payout or maximum cap, but
rather a range of expected payouts that would emelative to the performance achieved. The recena®d range of payouts was set at
low, target and high levels and were influencedrarket data reflecting from our primary peer grodphough goals and targets were set,
actual payout is determined by the CompensationrGithee taking into account unbudgeted or unantteigpactivities such as mergers,
acquisitions, divestitures and capital marketsvéigs, prevailing market and economic conditiond @ndividual performance. Where
individual performance is above the targeted I@fglerformance, the Compensation Committee mayt &dewvard a bonus above the range
of expected payouts. Performance goals are gepasgigned a weighting which is not absolute irgplication, but serves as a guideline to
inform the Compensation Committseletermination of the bonus award level. Ultimgt#le Compensation Committee retains full disore
to adjust bonus payouts to prevent inappropriaalt®, taking into account the overall context of esults so that bonuses are neither too
low nor too high.

Using the design principles described above forexgcutive bonus program, the Compensation Comarstié the following 2006 goals
and objectives for the executive bonus program,esofiwhich were given more significant weightingnhothers:

« Manage our mature services for maximum cash flB@rformance against this goal is measured byeardmation of whether we m
or exceeded revenue and gross margin targets fdiner Communications Services, which includesroanaged modem and rela
reciprocal compensation and legacy managed IPcgebtisiness;

« Appropriately increase revenue from Core Commuiacat Services Performance against this goal is measured byeardmation of
whether we met or exceeded revenue and gross ntargets for Core Communications Services, whidfuittes transport and
infrastructure, IP and data services, voice andwiahd advertising distribution services;

» Effectively manage WilTel acquisition integraticstigities. Performance against this goal is measured bysesament of progress
against integration project milestones and objestiv

» Attract, motivate and retain appropriate workforcBerformance against this goal is measured bysesament of employee turnover
rate and employee satisfaction;

* Meet overall 2006 financial goalsPerformance against this goal is measured againlgeted financial objectives;

« Undertake other strategic actions as appropriatejuding capital markets and merger and acquisiéativities. Performance
against this goal is based on an assessment vhlhe added to the company as well as the lev®IIBDA acquired in merger and
acquisition transactions, and improvements in ¢rgifile and balance sheet improvements with ressfpethe accomplishments in t
capital markets. With respect to this objective, @ompensation Committee acknowledged that depgnugtion the level of activities
during the year that this objective could be aificant factor in determining overall 2006 bonuypats.
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The Compensation Committee determined what theotagdevel of performance would be for each of ¢halgjectives where that
determination was practicable. This expected le¥gerformance was one guideline used to determip@yout under the bonus program.

The target levels for 2006 are considered confiderhe disclosure of which would cause competitiarm to us. The Compensation
Committee believes that the target level of permmoe for the objectives in any given year shoulcheoeasily achievable, and typically
would not be achieved all of the time. As for obiag the higher level or greater payout, the Corspan Committee believes that this level
would typically be achieved less often than thgaatevel of performance. However, the Compensafiommittee recognizes that the
likelihood of achievement of either level of payautiny given year may be different, and believed the payout should be appropriate for
the performance, regardless of how often it maykap

In determining Mr. Crowe’s bonus compensation o0&, the Compensation Committee considered hispednce against the
objectives described above. These results incltiieébllowing items.

Goal/Objective Summary Results
Manage our mature services for Generally accepted accounting principles or GAARdRee from
maximum cash flow managed modem, reciprocal compensation and marsageides

exceeded 2006 budget targets

Gross margin percentage for our mature servicesesbar budget
target

Appropriately increase revenue from Core services GAAP revenue exceeded the 2006 btalgets

Core Communications Services Core services gross margin exceeded the 2006 btatget
GAAP revenue for each of the components of our Core
Communications Services—Transport, IP and Data\aide—
exceeded 2006 budget targ

Effectively manage WilTel acquisition ~ Majority of network and operations integration cdeted for
integration activities WilTel

WilTel 2006 cash flow exceeded 2006 budget targset on higher
than budgeted cost savings offsetting lower thaeeted revenue

Completed majority of sales, customer, servicescamgorate
integration activities and implemented an interiragess for cross
selling services and capabilities across all legeatyorks

The Compensation Committee also expanded its asalf/the
performance against this objective to include théus of integratio
efforts for the companies that we acquired durig&and was
satisfied with the status of those effc
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Meet overall 2006 financial goals

Undertake other strategic actions as
appropriate, including capital markets
and merger and acquisition activities

On a basis without regard to the various acquisiticompleted by
the company during 2006—

Adjusted OIBDA exceeded the 2006 budget target

Adjusted OIBDA less capital expenditures exceetied2006
budget target

Gross margin percentage exceeded the 2006 budget ta
Unlevered cash flow exceeded the 2006 budget target

The level of capital expenditures was less thar@é6 budget
target

Gross Margin contribution from the SBC Contract imeéxceeded
the 2006 budget targe

Merger and Acquisition Summar

The company completed the acquisition of five conigs
(including Broadwing on January 3, 2007) and displosf its
software distribution business

The company paid total consideration of $3.306drill consisting
of approximately $1.621 billion of cash considevatand
approximately 354 million shares of Level 3 comnstock

Acquired companies provided incremental AdjusteB@A of
approximately $375 million.

Capital Markets Transactions:

The company engage in 10 capital markets relagad#ictions
during 2006. Total gross proceeds raised in wasoappately
$2.853 billion

Change in total consolidated debt:

12/31/2005 - $6.023 billion

12/31/2006 - $7.362 billion, while also extendingtarity dates
Total Annual Net Cash Interest Expense:

12/31/2005 - $416 million

12/31/2006 - $495 million

2007 Estimated cash interest expense - $500 million
Improvement in borrowing capacity:

In March 2006, Level 3 was able to issue senioestith a fixed
rate of interest of 12.25%, but was able to is&recs notes with th
same level of seniority in December 2006 at a firadd of interest
of 8.75%, and was able to lower its senior secuaredit agreement
interest rate from LIBOR plus 700 bps to LIBOR p8@ bps.

Cash Balance:
12/31/2005 $789 million

12/31/2006 $1.172 billion (pro forma for cash use8roadwing
acquisition)
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Stock Awards

Background. Our Compensation Committee also believes thgitiaal component of our compensation philosophiiaving the ability
to provide appropriate incentives to employeesubhoa long term incentive program that is tiedtozls price performance. We currently
have a long-term incentive (LTI) program that po®s for two types of equity awards. The first tgbequity award is a stock-indexed
security referred to as an Outperform Stock Optio@SO, which is administered under our 1995 SRiak, as amended. The second type of
equity award is restricted stock units or RSUs test over a period of years, depending on thegiaaint's continued employment and the
terms of the specific grant, which is also admeristl under the 1995 Stock Plan, as amended. Wavbéhat a blended equity vehicle of
OSOs and RSUs allows us to accomplish several igsdncluding providing an “outperformance” elemérough the OSO grants that is
balanced by the retention element provided by RSUs.

0OSOs. OSOs are currently designed to provide recigiefithe awards with the incentive to maximize khadder value and to reward
recipient employees only when the price of our camrstock outperforms the S&P 500@®lex between the date of grant and the date e
OSO is exercised or is settled. For OSOs grant@@@®, the OSOs generally have a four year lifevaasd 50% at the end of the first year
after grant, with the remaining 50% vesting in fequal quarterly installments so that the OSOdudlevested by the end of the second year
after grant.

OSOs have an initial strike price that is equah®closing market price of our common stock ontthding day immediately prior to the
date of grant. This initial strike price is refatr® as the Initial Price. For those OSOs grame206, when an employee elects to exercise ar
OSO, the Initial Price is adjusted upward or dowrdxaas of the date of that exercise—by a percenteaias equal to the aggregate
percentage increase or decrease in the S&P 5008 loekr the period beginning on the date of gradtending on the trading day
immediately preceding the date of exercise of t&©®. The Initial Price, however, can not be adgib&low the closing price of our comn
stock on the day that the OSO was granted.

Since a core belief of our compensation philosaphg have employees share appropriately with tagk#iolders in the value that the
employees’ efforts create, the value of all OSObingrease as the price of our common stock ireeeaelative to the performance of the
S&P® 500 Index over time. This increase in valuatisbutable in part to the use of a “success ipligt.”

The mechanics for determining the value of an iigdial OSO award are described below:

The Initial Price, as determined on the day priothe OSO grant date, is adjusted over time (thajusted Strike Price”), until the
exercise date. The adjustment is an amount equlétpercentage appreciation or depreciation irvéthge of the S&P 500® Index from the
date of grant to the date of exercise. The valub®fOSO increases for increasing levels of outperdnce. OSOs have a multiplier range
from zero to four depending upon the performanceusfcommon stock relative to the S&P 500® Indeslaswn in the following table.

If Level 3 Stock Then the Pre-multiplier
Outperforms the S&P Gain Is Multiplied by a
50(® Index by: Success Multiplier of:
0% or Less 0.00
More than 0% but Less than 11% Outperformance percentage multiplied 4/ 11
11% or More 4.00
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The Pre-multiplier gain is our common stock priceus the Adjusted Strike Price on the date of egeror the settlement date, as the
case may be.

RSUs. Early in 2005, our Compensation Committee deiteeththat restricted stock units or RSUs shoulddided to our long term
incentive program. RSUs were initially granted ornaanual basis on a fixed date in July, which wassequently changed to a fixed quarterly
basis in the second half of 2006. RSUs vest gdganaéqual annual installments over three or fpears, depending on the employee’s
continued employment and the terms of the spegint.

Grant Decisions for 2006. We grant OSOs and RSUs to our Named Executifiee®$ based upon prior performance, the importarf
retaining their services and the potential fortipeirformance to help us attain our lolegm goals. At the beginning of each year, each &
Executive Officer receives a fixed target numbertfeir awards of OSOs. This fixed number is themded by four, and that amount of
OSOs is the target for each quarterly award of OS@sre is no adjustment in the number of RSUstgrhhased on the individual's
performance. The fixed target number of RSUs an@©iS determined based upon the individuals jolitipas responsibilities and prior
performance. The target number of OSOs is equéhlktdarget number of RSUs. These fixed target atscane also influenced by competiti
compensation data, assistance from the Compensatiommittee’s consultant and the discretion of thenPensation Committee.

2007 Modifications. Our 1995 Stock Plan, as amended, affords ourgeéasation Committee flexibility to use a varietynoéans to
provide the appropriate incentives as part of g lemm compensation program. During the courséd662the Compensation Committee
engaged in a comprehensive review of our LTI progas part of its review of our executive compemsagirogram. The Compensation
Committee determined to conduct this comprehernsview for the reasons discussed above. The CorapensCommittee met numerous
times during 2006 to review the evaluation and ysialprepared by teams of our Human Resourcesnéénand Legal Department employ
regarding modifications to the LTI program. In adul, as part of its evaluation process, the Corsgiton Committee engaged Frederic W.
Cook & Co., to provide assistance to the Compeosaiommittee in connection with the modificatiofi®ar LTI program.

The 2006 comprehensive review of our LTI prograniuded a review of not just the features of egaitsards (OSOs and RSUs) that
currently use, but also other types of award imsémts, other possible design features, and cuwegtterm incentive trends in the
marketplace. The Compensation Committee also ceresicthe results of an employee survey that had beeducted regarding our LTI
program, which indicated in part that employeesiwatver level job responsibilities generally value8Us more highly than OSOs. During
this review, the Compensation Committee was pdeibuinterested in evaluating: methods for detieing the size of an annual award pool
for LTI program awards, as well as how the comraitt®uld determine individual award levels; whichpdoyees should be eligible for
participation in the LTI program and the feasiilitf maintaining a broad based LTI program acrbssentire organization; the vesting
schedule and exercise period for an OSO; and debigmges to make the LTI program easier for ourleyees and investors to value and
understand.

As a result of the 2006 review, we have made chatmthe terms of the OSOs, but not the mechanicgddtermining the value of an
OSO on the date of settlement. Beginning in ApdiD2, the OSOs will have a three year life and wakt 100% on the third anniversary of
date of the award and will fully settle on thataddh other words, recipients of these OSOs witlbwable to voluntarily exercise the OSO:
they will settle automatically with value on thérthanniversary of the date of the award or expiithout value on that date. This type of
instrument is sometimes referred to as a “Europdge option.” As mentioned above, the same meckdar OSOs valuations for awards
made prior to April 2007 will be used for the pégiril 2007 OSOs, except that all calculations Wil completed one time on the settlement
date. The Compensation Committee felt that thi:ghgrovided a potentially longer holding
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period and better alignment of our LTI program vilile interests of our stockholders. In additioe, @ompensation Committee believes that
with these modifications that the program may beamasily understood and valued by both our emglepad investors.

Prior to April 2007, as described above, OSOs wagrarded on a quarterly basis and RSUs were gramtath annual basis, which was
modified to a quarterly basis in July 2006 with adgabeing made on July 1, 2006 and October 1, 280@&f April 2007, OSOs will be
awarded on a monthly basis, and RSUs will contilouge awarded on a quarterly basis.

We have also modified the LTI program with regaravho is eligible to receive OSOs and who is elgiio receive RSUs. Beginning in
April 2007, all of our employees are eligible taeeve RSU awards, but only certain employees, @inlyall of our Named Executive
Officers, are eligible to receive awards of OSCssType of eligibility requirement is consistenitinthe results of the employee survey as
well as competitive information provided to the Gmansation Committee by Frederic W. Cook. At theitn@igg of each year, each employee
will receive a fixed target amount of RSUs analigible, a fixed target amount of OSOs. Thesediaeounts are set for the year, and are
then divided by four in the case of RSUs and digidg 12 with respect to OSOs to determine the nuratiially awarded to the employee
quarterly or monthly as the case may be. Thesd fxaounts are not adjusted during the year basditeandividual's performance.

However, the Compensation Committee reserves g td make changes to this program—including tkexdftarget amounts-as condition
in the market or our business require. The firshraof OSOs in April 2007 will represent a totalamt of four months of awards as the
effective date of the change in the program strecivas January 1, 2007.

To determine the annual LTI program award pool Gbenpensation Committee adopted, as a guidelieeSkareholder Value Transfer
methodology, which targets aggregate annual gtzasged on the date of determination fair value pereentage of the issuer’'s market
capitalization. The award level for each Named Etge Officer was determined by the Compensatiom@ittee using as a guideline
competitive data for both the primary compensagiear group, as well as the individual's job positicesponsibilities and prior performance.

The Compensation Committee will continue to seffitked target amounts of OSOs and RSUs for all Néheecutive Officers.

Timing of Awards. We have awarded OSOs on fixed grant dates, @@award RSUs generally also on fixed grant dateadtition, wi
do not coordinate grants of these awards so tegtdahe made before announcement of favorable irdgtom, or after announcement of
unfavorable information. All awards to Named ExéwiOfficers require the direct approval of the @ansation Committee. Since 1998,
OSOs were granted on a fixed quarterly basis, &gihbing April 2007, OSOs are granted on a fixedhthly basis on the first day of the
month. The initial strike price for all OSOs is teéor trading day’s closing price of our commoacit on the NASDAQ Global Select
Market. Beginning January 1, 2007, RSUs are graoteal fixed quarterly basis on the first day ofukag, April, July and October, with the
first award under the modified program being maaépril 1, 2007 representing awards for both Japda2007 and April 1, 2007. Prior to
April 2007, RSUs were granted on fixed dates ofilApr2005 (which was a special one-time retentiorard to certain employees and a
special interim grant to all employees), July 102@for annual award), July 1, 2006 (for a quaytesvard) and October 1, 2006 (for a
quarterly award). Awards of both OSOs and RSUs waspended after October 1, 2006 in anticipatioi@frestructuring of the LTI
program for 2007. LTI targets for new hires areed@ined at the time of their joining the compamycértain cases, new employees receive a
grant of RSUs effective upon their actual employnveith the Company, but those new employees whakgeéble to receive OSOs do not
receive OSO awards until the next regular award der their date of hire.
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Change in Control. Our OSOs and RSUs generally vest or settle, asabe may be, upon a change in control. This isrgép¢he only
benefit obtained automatically upon a change ofrobriWe adopted the so-called “single” triggemtiment for equity vehicles for the
following reasons:

* To be consistent with what we believe is the curmearket practice among technology companies.
* To keep employees relatively whole for a reasonpbtéd, but avoid creating a “windfall.”

» Single trigger vesting ensures that ongoing emm@eyae treated the same as terminated employdesesfiect to outstanding
equity grants.

» Single trigger vesting provides employees withgame opportunities as stockholders, who are freeltdheir equity at the tinr
of the change in control event and thereby redlizevalue created at the time of the transaction.

» The employing company that made the original equiignt will no longer exist after a change in cohtmd employees should
not be required to have the fate of their outstagaiquity tied to the new company’s future success.

» Single trigger vesting on performance-contingentitygin particular, is appropriate given the difflty of replicating the
underlying performance goals.

» To support the compelling business need to reteyneknployees during uncertain times.

» Assingle trigger on equity vesting can be a powlertention device during change in control distuss, especially for more
senior executives where equity represents a sigmifiportion of their total pay package.

In addition, we will provide gross-ups for our emmypdes from any taxes due under Section 4999 dhtkeenal Revenue Code of 1986.
The effects of Section 4999 generally are unpratlietand can have widely divergent and unexpedfedte based on an executiggiersonz
compensation history. In addition, as it is undarteghen an employee joins the company whether #i#ye affected by Section 4999 at the
time of a change of control and to provide an etpial of benefit across individuals without regémdhe effect of the excise tax, we
determined that the potential for Section 4999 gigs payments are appropriate for all of our emgesy

Modifications Generally. From time to time, our Compensation Committegl@ates the structure of our LTI program. Our
Compensation Committee from time to time may makeifications to these programs to reflect the clagngeeds related to attracting,
retaining and motivating our Named Executive Offic& hese changes may be based, in part, on n@rkditions and the LTI program of
competitors. As new LTI instruments are frequendtiyeloped and since the tax and accounting treatofiearious instruments are subject to
change over time, management and the Compensatiom(tee regularly review our compensation progréodetermine whether these
programs are accomplishing our goals in the mosit effective manner.

Determination of Bonus and Stock Awards for 2006

The Compensation Committee, as well as the fullr8aéd Directors, continues to be satisfied with Krowe’s leadership of the
company, and his performance during 2006. The Cosgi®mn Committee believes that 2006 was a sigmifigear in terms of operational,
financial, and strategic achievements, and feltttihea Named Executive Officers should be compendsateordingly. Based on the successes
described above, the Committee approved the payafienbonus to Mr. Crowe consisting of $4.0 millioncash and $1.0 million in RSUs,
representing 157,536 restricted stock units, thiotions on which will lapse in equal installmemiver three years. As a participant in the
company’s LTI program, Mr. Crowe also received angof 237,500 RSUs and a grant of 475,000 OSQ&rWir. Crowe’s significant role
in
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leading Level 3 through a very successful yearbmpensation Committee considers the total renatio@rprovided to him for 2006 to be
appropriate.

Based on the successes described above, the Cemalgb approved bonuses to the other Named Exeddfficers, for 2006
performance as follows.

The Compensation Committee approved the paymembohus to Mr. Patel consisting of $1,700,000 shcand $300,000 in RSUs,
representing 47,262 restricted stock units, thigicgisns on which will lapse in equal installmemger three years. As a participant in the
company’s LTI program, Mr. Patel also received angiof 77,500 RSUs and a grant of 155,000 OSOsg@006.

The Compensation Committee approved the paymembohus to Mr. O’Hara consisting of $2,500,000aslcand $500,000 in RSUs,
representing 78,768 restricted stock units, theictiens on which will lapse in equal installmeiiger three years. As a participant in the
company’s LTI program, Mr. O’Hara also receivedrarg of 135,000 RSUs and a grant of 270,000 OS@agla006.

The Compensation Committee approved the paymembohus to Mr. Miller consisting of $1,700,000 ash and $300,000 in RSUs,
representing 47,262 restricted stock units, thigietisns on which will lapse in equal installmemtger three years. As a participant in the
company’s LTI program, Mr. Miller also received gt of 95,000 RSUs and a grant of 190,000 OSOisg@006.

The Compensation Committee approved the paymembohus to Mr. Stortz consisting of $1,875,000aalcand $375,000 in RSUs,
representing 59,076 restricted stock units, theictiens on which will lapse in equal installmeiiger three years. As a participant in the
company’s LTI program, Mr. Stortz also receivedrang of 77,500 RSUs and a grant of 155,000 OSOsg2006.

During 2006, Mr. Keith R. Coogan’s compensation watermined based upon a recommendation from Mreivivhich was reviewed
with our Compensation Committee. Based upon thfapeance of our Software Spectrum subsidiary, Myo@an received a discretionary
cash bonus of $364,727. In addition to Mr. Coogé@se salary and discretionary bonus, Mr. Coogegived additional bonuses pursuant to
the terms of his Special Retention Bonus Agreendated February 28, 2006. Software Spectrum entetedhis agreement as an incentive
to Mr. Coogan to remain as the chief executiveceffiof Software Spectrum as we pursued the possdideof this subsidiary. The Special
Retention Bonus Agreement provided for Mr. Coogareteive a fixed retention bonus of $1.0 million 2006, in equal quarterly
installments. Mr. Coogan received $500,000 undsrafreement prior to the sale of Software Speciruthe third quarter 2006. In addition,
to the extent that we sold our Software Spectrumt, $ubsidiary, Mr. Coogan would receive a “saleusj based on a formula equal to 1% of
the amount of the proceeds received by us uposaleecof Software Spectrum, minus 75% of the tatabant of all other quarterly retention
bonus payments made to Mr. Coogan during 2006h&titne that we agreed to sell Software Spectrumsight Enterprises, Inc.,

Mr. Coogan agreed with us that the amount of this bonus would equal $2,845,000. Mr. Coogan aseived a grant of 75,972 RSUs ar
grant of 72,468 OSOs during 2006.

Of the amount of OSOs granted in 2006, 16% wastgdatio the Named Executive Officers, and the balamas granted to other officers
and other employees. Of the amount of RSUs grant2d06, 12% was granted to the Named Executivee&#, and the balance was granted
to other officers and other employees. During 2@0tal of 3,528 employees received OSOs and Z#floyees received RSUs.

Other Compensatory Benefits

As salaried, U.S.-based employees, the Named ExedDfficers participate in a variety of health amédifare and paid time-off benefits
designed to enable us to attract and retain oukfanae in a competitive marketplace. Health andfareland paid time-off benefits help
ensure that we have a productive and focused warkfihrough reliable and competitive health aneéobenefits.
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Perquisites

We limit the perquisites that we make availabledo Named Executive Officers. With the exceptiornhef personal use of our corporate
aircraft—which is discussed below—Our Named Exeeu@fficers are entitled to no benefits that areatberwise available to all of our
employees. In this regard it should be noted tratles not provide pension arrangements, post-re¢inétmealth coverage, or similar benefits
for our Named Executive Officers or other employees

We provide our Named Executive Officers personalafsour corporate aircraft because we believetthiatbenefit generally allows our
executives to work more efficiently. We believettheoviding this benefit reaches or strikes therapgate balance since the executives that
use our corporate aircraft solely for personalagree to reimburse us for our incremental costyaunsto an Aircraft Time-Share Agreement.
This agreement provides that we will charge théviddal the incremental cost to operate the aitaafallowed by Part 91 of the U.S. Fed
Aviation Administration regulations for personakusf corporate aircraft. The rate used for 2006 wiiglly $1,250 per hour, but was raised
to $1,500 per hour of use in September 2006. Weived a total payment in the amount of $167,46&&® Mr. Crowe, under his agreement
for the period January 1, 2006 to December 31, 2806 a total payment in the amount of $94,105.6& fMr. O’'Hara under his agreement
for the same period.

We note that when a guest accompanies a member skaior management on business travel, we imgsiiecome the cost of that
additional travel to that individual. To calculdtee amount of imputed income, we use the InterealeRue Services’ Standard Industry Fare
Level or SIFL rates. For 2006, Mr. Crowe had $18,61imputed income and Mr. O’Hara had $27,12Ingbuted income. However, for
2006, amounts reported as a perquisite in the suynooanpensation table below are all calculatedhatrate per hour of use under the Airc
Time-Share Agreement indicated above.

Post-Employment Compensation

Pension Benefits. We do not provide pension arrangements or posereént health coverage for our Named Executivecer§. Our
Named Executive Officers are eligible to particgpat our 401(k) plan. We provide a matching comnttitn to our Named Executive Office
through units in the Level 3 Stock Fund, which esgnt shares of Level 3 common stock. We currendich up to 100% of 7% of eligible
earnings or regulatory limits. For the year endeddnber 31, 2006, the Compensation Committee pjz@eed a discretionary grant of 3%
of eligible compensation to qualifying employeegluding all of the Named Executive Officers, whishdeposited in their 401(k) share
accounts in the form of units in the Level 3 Stétind. The Level 3 Stock Fund is the mechanismishased for Level 3 to make employer
matching and other contributions to employees uiticlg the Named Executive Officers, through thedl&/401(k) plan. Our Named
Executive Officers are not able to purchase unithé Level 3 Stock Fund. As all of our Named ExiseuOfficers have more than three ye
of service with us, each of the Named Executiveéo®f are fully vested in the units of the Lev&tdck Fund in their 401(k) plan accounts.

Nonqualified Deferred CompensationWe do not provide any nonqualified defined citmition or other deferred compensation plans.
Other Post-Employment PaymentsAll of our Named Executive Officers are emplogg-will and as such do not have employment
contracts with us.
Stock Ownership Guidelines

Prior to 2007, the Compensation Committee adoptédegjines for ownership of our common stock for Yiee Chairman, the Chief
Executive Officer, the Chief Operating Officer, tReesident, the Chief
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Financial Officer and Executive Vice Presidentse3éguidelines are based on a dollar value of @unmon stock. The following table
summarizes these guidelines.

CEO $10,000,00!
COO/President/Vice Chairm: $ 2,500,00(
Executive Vice Presidents/CF $ 1,000,00(
Directors $ 250,00(

The Compensation Committee reviews these guidetihk=ast annually, and may update or modify tHdajines based on a variety of
factors including the composition of our senior mgement team and stock market conditions. Stoakthethe individual, his or her spouse
and minor children, along with shares of our commatmtk held in the individual’s 401(k) Plan accoantl in trusts for the benefit of these
individuals will be included for purposes of det@ning the individual’s satisfaction of the ownergslguidelines. For 2007 the Compensation
Committee modified the guidelines to require a mimn number of shares of our common stock to be, hatder than a specified dollar
value. The changes to these guidelines effectiv@d07 are as follows:

CEO 1,000,00(
COO/President/Vice Chairms 500,00(
Group Presidents/Executive Vice Presidents/( 250,00(
Group Vice Presiden 150,00(
Directors 50,00(

The Compensation Committee has concluded thatgyodmestricted stock or restricted stock unitd ndt be made to assist individuals
in meeting the ownership guidelines. In additidre, Compensation Committee has concluded not te fiodividuals to make either private
open market purchases of our common stock to rheedwnership guidelines. Rather, the Compensatmnriittee has concluded that until
such time as the individual is in compliance witkde guidelines, 25% of the shares of our comnuuk $¢suable upon any OSO exercise or
restricted stock unit grant that has vested shbelbeld by the individual in the form of share®of common stock until such time as the
guideline has been met. The failure of an individoanake a good faith effort to meet the guiddiimea timely manner and to maintain their
compliance with the guidelines will be a signifitdactor in the Compensation Committee’s and semanagement’s determinations of the
individual’s future bonus payments and long-tergeintive compensation awards.

Potential Impact on Compensation from Executivechhisluct.

If our Board determines that an executive officas ngaged in fraudulent or intentional miscondhetBoard would take action to
remedy the misconduct, prevent its recurrencejmpdse such discipline on the wrongdoers as woeldgpropriate. Discipline would vary
depending on the facts and circumstances, and meiydie, without limit, (1) termination of employntefR) initiating an action for breach of
fiduciary duty, and (3) if the misconduct resulted significant restatement of the company’s faiahresults, seeking reimbursement of any
compensation paid or awarded to the executiveishgreater than what would have been paid or awiifdmlculated based on the restated
financial results. These remedies would be in &idib, and not in lieu of, any actions imposeddw enforcement agencies, regulators or
other authorities.

Section 162(m) of the Internal Revenue Code

The Compensation Committee takes into considerafiertax deductibility limitation of Section 162(rof the Internal Revenue Code of
1986, or the Code, when making compensation dexssio
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for the company’s Named Executive Officers. Gergr&ection 162(m) limits the amount of compengatitat a public company can deduct
for federal income tax purposes to the extentttimtcompensation is greater than $1.0 million aekdot fall within that section’s
exemptions. Our OSO program is intended to meetafeirements for “qualified performance-based cengation,” exempt from these
deductibility limitations. However, the CompensatiGommittee does not believe it is advisable tgpadcstrict policy against paying
nondeductible compensation, and may do so in apiptecircumstances, and at the present time, etermination by the Compensation
Committee of the payment of bonuses to our Namextttive Officers does not take into account thedieductibility of Section 162(m) of
the Code.

Compensation Committee Report

The Compensation Committee of the Board has revddtve Compensation Discussion and Analysis andigésd that Analysis with
management. Based on its review and discussiohsmanagement, the committee recommended to oudBbat the Compensation
Discussion and Analysis be included in the compaifgrm 10-K for the year ended December 31, 200&ks company’s Proxy Statement
with respect to the 2007 Annual Meeting of Stocklleos. This report is provided by the following ipgadent directors, who comprise the
committee:

Michael B. Yanney (Chairman)
Richard R. Jaros
Arun Netravali

Summary Compensation Table for 2006

Stock Option All Other

Awards Awards Compensation Total
Name and Principal Position Year Salary ($) Bonus ($)(1) ($)(2) ($)((3) ($)(4) ($)
James Q. Crowe 200€ $706,731 $4,000,00( $1,418,59: $2,578,29( $34,21C $8,737,82!
Chief Executive Office
Sunit S. Pate 200€ $389,61¢ $1,700,00( $ 402,662 $ 896,39 $16,48¢ $3,405,15:
Chief Financial Officel
Kevin J. CHara 200€ $529,231 $2,500,00( $ 690,16( $1,465,55- $51,62¢ $5,236,56¢
President and CO
Charles C. Miller, 1lI 200€ $461,737 $1,700,00( $ 545,33¢ $1,031,31¢ $24,98¢ $3,763,37:
Exec. VP & Vice Chairma
Thomas C Stort 200€ $412,88F $1,875,00( $ 431,97¢ $ 904,28/ $26,74< $3,650,89:
Exec. VP & Chief Legal

Officer

Keith R. Coogar 200€ $317,21¢F $3,709,72° $ 118,62t $ 274,70¢ $ 8,02¢ $4,428,30:

CEO Software
Spectrum, Inc.(5

(1) In February 2007, the Compensation Committee awddodauses payable in restricted stock units or R&ttsy with the cash bonus
amounts listed in this column. Each of these cashesjuity bonuses were for performance during 2086.RSU bonuses will vest in
three equal installments over three years fronfF#tauary 2007 date of grant and as such, will Ipeiesed by us ratably during the
vesting period commencing in 2007. Pursuant to 8H€3%, disclosure for these RSU bonuses will
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(2)

(3)

(4)
(5)

appear along with disclosure of other compensdtothe Named Executive Officers for our fiscal geanded December 31, 2007, 2
and 2009. We will include the SFAS No. 123R, “ShBesed Payment” or SFAS 123R expense of theseggoRSUs over this three-
year vesting period. The RSU bonus amounts awardedbruary 2007 were as follows: Mr. Crowe $1i0iom in RSUs, representing
157,536 restricted stock units; Mr. Patel and $300,in RSUs, representing 47,262 restricted stodsuMr. O'Hara $500,000 in RSU
representing 78,768 restricted stock units; Mrldiconsisting of $300,000 in RSUs, representin@@7 restricted stock units; and
Mr. Stortz $375,000 in RSUs, representing 59,086iited stock units. Mr. Coogan did not receivs #dditional equity bonus.

This column represents the dollar amount recogri@efinancial statement reporting purposes witkpert to the 2006 fiscal year for
fair value of RSUs granted in 2006 as well as tlwys@ted in prior fiscal years. These values haenlralculated in accordance with
SFAS 123R using the closing price of our commoulstm the date of grant. Pursuant to SEC rulesatheunts shown exclude the
effect of estimated forfeitures related to sentiesed vesting conditions. For additional informatielating to the assumptions made by
us in valuing these awards for 2006, refer to A&ef our financial statements in our Annual Reporf-orm 10-K for the year ended
December 31, 2006, as filed with the SEC. See tlamtS of Plan-Based Awards Table for more infororatin awards made in 2006.
The amounts in this column reflect our accountirgesse for these awards, and may not correspote tactual value that will be
recognized by the Named Executive Officers.

This column represents the dollar amount recogri@efinancial statement reporting purposes witkpert to the 2006 fiscal year for
fair value of outperform stock options or OSOs gedrto each of the Named Executive Officers in 2886vell as those granted in prior
fiscal years. These values have been calculatadcordance with SFAS 123R. Pursuant to SEC rllesamounts shown exclude the
effect of estimated forfeitures related to serdiesed vesting conditions. For additional informatim the valuation assumptions we
made with respect to the 2006 grants, refer to bétef our financial statements in our Annual Répor Form 10-K for the year ended
December 31, 2006, as filed with the SEC. See tlaatS of Plan-Based Awards Table for more infororatin options granted in 2006.
The amounts in this column reflect our accountirgease for these awards, and may not correspotie tactual value that will be
recognized by the Named Executive Officers.

See the All Other Compensation Table below for @alal information.

Mr. Coogan was the chief executive officer of ooft®are Spectrum subsidiary, which was sold toghsEnterprises, Inc. in
September 2006. Mr. Coogan is no longer an emplof/eevel 3 or any of its subsidiaries. However, ave disclosing information with
respect to Mr. Coogan as required by SEC rulesusecaf his position as one of our executive offiganior to the sale of our subsidiary.
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All Other Compensation Table

The following table describes each component oAth©ther Compensation column in the Summary Conspéion Table.

All Other Compensation Table

Perquisites Company
and Other Contributions to
Personal
Benefits Savings Plans
Name Year ($)(2) ($)(2) Total ($)
James Q. Crowe 200€ 12,61C 21,60 34,21(
Sunit S. Pate 200€ 0 21,60( 21,60(
Kevin J. CHara 200¢€ 27,121 24,508 51,624
Charles C. Miller, 1l 200¢ 0 24,98¢ 24,98¢
Thomas C. Stort 200¢€ 0 26,744 26,744
Keith R. Coogar 200¢ 0 8,02¢ 8,02¢

1)

()

The amounts in this column relate to the persosalaf our aircraft by the executive, when that geas use is in conjunction with a
business use of the aircraft. These amounts aédition to the amounts that are paid directlyhmy éxecutive pursuant to the Aircraft
Timeshare Agreement in place with the executivesfactly personal use of our aircraft. This arramgnt is described above under the
caption “2006 Executive Compensation Components-gtigites.” The calculation of our incremental clostpersonal use of our
aircraft by these executives is based on the hatievte charge our executives under the AircrafteBhare Agreement. This agreement
provides that we will charge the individual thergmmental cost to operate the aircraft as alloweBdny 91 of the U.S. Federal Aviation
Administration regulations for personal use of @vgte aircraft. The rate used for 2006 was injti&ll,250 per hour, but was raised to
$1,500 per hour of use in September 2006. Consiatiém this regulation, the rate includes only treiable costs incurred as a result of
personal flight activity, including, fuel, oil, lulzants, and other additives. travel expensesattbw, including food, lodging and
ground transportation, hanger and tie-down costsydvom the aircraft’'s base of operations, insueanistained for the specific flight,
landing fees, airport taxes and similar assessmemssoms, foreign permit and similar fees directiiated to the flight, in flight food ar
beverages, passenger ground transportation, ayd fllanning and weather contract services. Ilugas non-variable costs, such as
exterior paint, interior refurbishment and regylatheduled inspections, which would have beenrieduegardless of whether there
was any personal use of aircraft.

This column includes company matching contributitmthe Named Executive Officer's 401(k) plan acuoas follows: for each of
Messrs. Crowe, Patel, O’Hara, Miller and Stortz5 $00 and for Mr. Coogan, $8,029. These matchimgributions were made to the
named executive’s 401(k) plan account in the fofrarits of the Level 3 Stock Fund.
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Grants of Plan-Based Awards in 2006

This table provides the following information abagjuity granted to the Named Executive Officer2006: (1) the grant date; (2) the
number of shares underlying the RSUs awarded tdlémeed Executive Officers other than Mr. Coogahtt{@ number of shares underlying
OSOs awarded to the Named Executive Officers,h@)ritial strike price of the OSOs, which reflettie closing price of our common stock
on the date prior to the grant date and (5) thatgtate fair value of each equity award computedtuisFAS 123R.

All Other All Other
Stock Awards: Option Awards:
Exercise or
Number of Number of

Shares of Securities Base Price  Grant Date Fair
Stock or Underlying of Option Value of Stock
Grant Units Options Awards and Option
Name Date (#)(1) (#)(2) ($/Sh)(3) Awards ($)(4)
James Q. Crowe 1/1/200¢ 118,75( $2.87 $789,76(
4/1/200¢ 118,75( $5.18 $744,07!
7/1/200¢€ 118,75( $4.44 $613,53:
10/1/200¢ 118,75( $5.39 $869,71¢
8/11/200¢ 118,75( $401,00:
11/17/200¢ 118,75( $568,44!
Sunit S. Pate 1/1/200¢ 38,75( $2.87 $257,71!
4/1/200¢ 38,75( $5.18 $242,80:
7/1/200¢ 38,75( $4.44 $200,20¢
10/1/200¢ 38,75( $5.3¢ $283,80:
8/11/200¢ 38,75( $130,85:¢
11/17/200¢ 38,75( $185,49!
Kevin J. CHara 1/1/200¢ 67,50( $2.87 $448,91¢
4/1/200¢ 67,50( $5.18 $422,94¢
7/1/200¢€ 67,50( $4.44 $348,74¢
10/1/200¢ 67,50( $5.3¢ $494,36¢
8/11/200¢ 67,50( $227,93¢
11/17/200¢ 67,50(C $323,11¢
Charles C. Miller, IlI 1/1/200¢ 47,50 $2.87 $315,90¢
4/1/200¢ 47,50C $5.18 $297,62¢
7/1/200€ 47,50C $4.44 $245,41:
10/1/200¢ 47,50( $5.3¢ $347,88¢
8/11/200¢ 47,50(C $160,40!
11/17/200¢ 47,50( $227,37¢
Thomas C. Stort 1/1/200¢ 38,75( $2.87 $257,71!
4/1/200¢ 38,75( $5.18 $242,80:
7/1/200€ 38,75( $4.44 $200,20¢
10/1/200¢ 38,75( $5.3¢ $283,80:
8/11/200¢ 38,75( $130,85:¢
11/17/200¢ 38,75(C $185,49!
Keith R. Coogar 4/1/200¢ 32,94( $5.18 $206,39¢
7/1/200¢ 39,62¢ $4.44 $204,22¢
1/1/200¢ 43,03z $138,35¢
8/11/200¢ 32,94( $111,23¢
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1)

(@)

(3)

(4)

This column shows the number of RSUs granted ir620@he Named Executive Officers. Each of thesaigrof RSUs will have their
restrictions lapse in four equal installments o first, second, third and fourth anniversariethefdate of grant.

This column shows the number of OSOs granted i5 20@he Named Executive Officers. The number efsh issued upon exercise or
settlement of OSOs are subject to increase or deergased on the relative performance of our constomk when compared with the
performance of the S&P 500® Index over the perietieen the date of grant of the OSO and the dateetfiately preceding the date of
exercise or settlement. OSOs currently outstankdawg a success multiplier ranging from zero to ftewending upon the performance
of our common stock relative to the S&P 500® Indest details on the formula to determine the nuntdfeshares of our common stock
that are issued upon exercise or settlement oéde360s, please see the discussion under the wédBiecutive Compensation
Components—Stock awards—OSOs,” above. OSOs vestobOdte first anniversary of the grant date, amdrémaining 50% vest in
four equal quarterly installments of 12.5% so thataward is fully vested at the end of the seg@at after the grant date. OSO awards
provide for acceleration of vesting in the evenaathange of control as defined in our 1995 Stdak,Ris amended.

OSOs have an initial exercise price that is equéhé closing market price of our common stockrmnttading day immediately prior to
the date of grant. This exercise price is refetoeds the Initial Price. When an employee elecexircise an OSO, the Initial Price is
adjusted upward or downward—as of the date ofdkatcise—by a percentage that is equal to the ggtgeercentage increase or
decrease in the S&P 500® Index over the periodrimégg on the date of grant and ending on the tgaday immediately preceding the
date of exercise of the OSOs. For details on thadita to determine the adjustment to the exeraige fior OSOs, please see the
discussion under the caption “Executive Compensaiomponents—Stock awards—0OSOs,” above.

This column shows the full grant date fair valueR&Us under SFAS 123R and the full grant datevigine of OSOs under SFAS 123R
granted to the Named Executive Officers, in 200én&ally, the full grant date fair value is the amiothat the company would expense
in its financial statements over the award’s vegtiohedule. For purposes of the RSUs, fair valgalsulated using the closing price of
our common stock of $3.76 and 5.33, respectiveltherdates of grant. For purposes of the OSOdathealue is calculated using a
calculation value factor of $7.41 for the Januar2d06 grant, $6.98 for the April 1, 2006 grant,786for the July 1, 2006 grant and
$8.15 for the October 1, 2006 grant. For additionfmrmation on the valuation assumptions with eetpo the 2006 grants, refer to note
15 of our financial statements in the Form 10-Ktfer year ended December 31, 2006, as filed wdtStaC.
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Outstanding Equity Awards at 2006 Fiscal Year End

The following table provides information on the @nt holdings of OSOs and RSUs by the Named Exex@ificers. This table
includes unexercised and unvested stock optiondsyaested and unvested OSOs and unvested RSUsgEat is shown separately for
each Named Executive Officer. The vesting scheftuleach grant is shown following this table, basadhe award grant date. For additic
information about the OSO and RSU awards, seedhberipptions above under the captRiD6 Executive Compensation Components—Stock
awards” above. Please note that a zero included in thénmos under Option Awards indicates that the OS@sprising that specific grant
have a zero dollar value ($0) at December 31, 2086ause our common stock price had not outperibtine S&P 500® Index from the date
of award of the OSOs to December 31, 2006.

Option Awards Stock Awards
Number of Number of Market
Securities Securities Number of Value of
Underlying Underlying Option Shares or Shares or
Unexercised Unexercised Exercise Units of Units of
Options Options Option Stock That Stock That
(#)(1) #)(1) Price Expiration Have Not Have Not

Name Grant Date Exercisable Unexercisable ($)(2) Date Vested (#) Vested ($)

James Q. Crowe 1/1/200z 0 0 $7.92 1/1/2007% 1,099,14(a) $6,155,20:
4/1/200: 0 0 $8.65 4/1/2007 112,55((b) $ 630,28(
7/1/200: 0 0 $9.71 7/1/2007% 356,25((c) $1,995,00(

10/1/200: 0 0 $7.74 10/1/2007 118,75((d) $ 665,00(
7/1/200% 202,172 67,38¢ $2.42 711/200¢ 118,75((e) $ 665,000
10/1/200¢ 154,601 92,76C $2.68 10/1/200¢
1/1/200¢€ 98,902 98,902 $3.27 1/1/201C
4/1/200¢ 0 0 $5.69 4/1/201C
7/1/200€ 0 53,544 $4.97 711/201(C
10/1/200¢ 0 0 $5.74 10/1/201(

Sunit S. Pate 4/1/200: 0 0 $8.65 4/1/2007 78,772(g) $ 441,12:

7/1/200: 0 0 $9.71 7/1/2007% 32,81%(b) $ 183,741
10/1/200: 0 0 $7.74 10/1/2007 150,00((f) $ 840,00(
1/1/2004 0 0 $7.29 1/1/200¢ 116,25((c) $ 651,00(
4/1/200¢ 1,492 0 $5.05 4/1/200¢ 38,75((d) $ 217,00(
7/1/200¢ 38,32( 0 $4.37 711/200¢ 38,75((e) $ 217,00(
10/1/200¢ 71,781 0 $3.30 10/1/200¢
1/1/200% 50,75C 0 $3.98 1/1/200¢
7/1/200¢ 65,972 21,98¢ $2.42 711/200¢
10/1/200¢ 50,44¢ 30,26¢ $2.68 10/1/200¢
1/1/200¢€ 32,272 32,272 $3.27 1/1/201C
4/1/200¢ 0 0 $5.69 4/1/201C
7/1/200€ 0 17,472 $4.97 7117201
10/1/200¢ 0 0 $5.74 10/1/201(

Kevin J. CHara 500,00((3) 0 $5.43 9/30/2007 157,544q) $ 882,24¢
1/1/200z 0 0 $7.92 1/1/2007% 56,25((b) $ 315,00(
4/1/200: 0 0 $8.65 4/1/2007 225,00((f) $1,260,00(
711/200: 0 0 $9.71 7/1/2007% 202,50((c) $1,134,00(

10/1/200: 0 0 $7.74 10/1/2007 67,50((d) $ 378,00(
7/1/200% 114,921 38,304 $2.42 711/200¢ 67,50((e) $ 378,00(
10/1/200¢ 87,87¢ 52,72¢ $2.68 10/1/200¢
1/1/200¢€ 56,21¢ 56,21¢ $3.27 1/1/201C
4/1/200¢ 0 0 $5.69 4/1/201C
7/1/200€ 0 30,43t $4.97 7/1/201(C
10/1/200¢ 0 0 $5.74 10/1/201(
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Charles C. Miller, I 1/1/200: 0 0 $7.92 1/1/2007% 157,544qg) $ 882,24¢
4/1/200¢ 0 0 $8.65 4/1/2007 49,687(b) $ 278,247
711/200: 0 0 $9.71 71172007 165,00((f) $ 924,00(
10/1/200: 0 0 $7.74 10/1/200: 142,50((c) $ 798,00(
7/1/200¢ 80,871 26,954 $2.42 7/1/200¢ 47,50((d) $ 266,00(
10/1/200¢ 61,841 37,10¢ $2.68 10/1/200¢ 47,50((e) $ 266,00
1/1/200¢€ 39,561 39,561 $3.27 1/1/201C
4/1/200¢ 0 0 $5.69 4/1/201C
7/1/200€ 0 21,41¢ $4.97 7117201
10/1/200¢ 0 0 $5.74 10/1/201(
Thomas C. Stort 1/1/200z 0 0 $7.92 1/1/2007% 78,772(g) $ 441,12:
4/1/200¢ 0 0 $8.65 4/1/2007 37,50((b) $ 210,00C
711/200:% 0 0 $9.71 711/2007% 180,00((f) $1,008,00(
10/1/200: 0 0 $7.74 10/1/2007 116,25((c) $ 651,00(
1/1/2004 0 0 $7.29 1/1/200¢ 38,75((d) $ 217,00C
4/1/200¢ 1,492 0 $5.05 4/1/200¢ 38,75((e) $ 217,00C
711/200¢ 43,79t 0 $4.37 711/200¢
10/1/200¢ 82,03€ 0 $3.30 10/1/200¢
1/1/200% 58,00C 0 $3.98 1/1/200¢
7/1/200¢ 65,973 21,98¢ $2.42 7/1/200¢
10/1/200¢ 50,44¢ 30,26¢ $2.68 10/1/200¢
1/1/200¢€ 32,27: 32,27: $3.27 1/1/201C
4/1/200¢ 0 0 $5.69 4/1/201C
7/1/200€ 0 17,472 $4.97 711/201(C
10/1/200¢ 0 0 $5.74 10/1/201(
Keith R. Coogan(4 0 0 0 $ 0

(1) With the exception of the reference to 500,000Mor O’Hara, the number of shares of our commonistodicated in this column is the result of deterimg the OSO
value at December 31, 2006, and has been compagsilupon the OSO formula and multiplier as of daé¢ and the closing sale price of our commorkstocthat date.
The value of an OSO is subject to change based tingoperformance of our common stock relative éoghrformance of the S&P 500@&dex from the time of the grant
the OSO award until the award has been exercisade #he value of an OSO depends on the degreaithwur common stock outperforms the index, thelmer of
shares issue upon exercise of a vested OSO wiligghrom time to time. The 500,000 reference for ®Hara relates to a grant of non-qualified stogkions enabling
Mr. O'Hara to purchase 500,000 shares of our comstock. See note (3) below.

(2) 0OSOs have an initial strike price that is equah®closing market price of our common stock ontthding day immediately prior to the date of grdritis initial strike
price is referred to as the Initial Price. Whereamployee elects to exercise an OSO, the Initi@leFs adjusted upward or downward—as of the datkaifexercise—by a
percentage that is equal to the aggregate peraeiteggase or decrease in the S&P 500@x over the period beginning on the date of gaal ending on the trading d
immediately preceding the date of exercise of t©®. The amounts shown in this column represeradhested exercise price for the OSOs as of DeceBhe2006.

(3) Represents non-qualified stock options granted toQvHara in 1997. These non-qualified stock opsiame fully vested at December 31, 2006.

(4) Mr. Coogan is no longer an employee of Level 3ror ef its subsidiaries, and was not an employeBecember 31, 2006.
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Vesting Information
OSOs

OSOs vest 50% on the first anniversary of the gdate, and the remaining 50% vest in equal qugriestallments so the award is fully
vested at the end of the second year after theofidie award. OSO awards provide for acceleratforesting in the event of a change of
control as defined in our 1995 Stock Plan, as aménd

RSUs

(@)
(b)

(©
(d)
(€)
(f)

(9)

vests 100% on May 3, 2008; provided that if ourdastrading policy does not permit the sale of common stock by insiders on that
date, the vesting is automatically delayed unglfibst trading day when such trading is permitteder that policy.

vests 100% on April 1, 2007; provided that if onsider trading policy does not permit the salewwf@ammon stock by insiders on that
date, the vesting is automatically delayed unglfihst trading day when such trading is permitteder that policy.

vests in equal installments on July 1, 2007, 20@82009.
vests in equal installments on July 1, 2007, 2@089 and 2010.
vests in equal installments on October 1, 2007822009 and 2010.

vests in equal installments on April 1, 2007, 2608 2009; provided that if our insider trading ppldoes not permit the sale of our
common stock by insiders on that date, the vessisgitomatically delayed until the first tradingyd@hen such trading is permitted un
that policy.

vests in equal installments on February 21, 20@72008; provided that if our insider trading polidyes not permit the sale of our
common stock by insiders on that date, the vessimgitomatically delayed until the first tradingyd@hen such trading is permitted un
that policy.

Options Exercised and Stock Vested in 2006

The following table provides information, for thealded Executive Officers, on (1) OSO exercises du2ib06, including the number of

shares acquired upon exercise and the value rdalize (2) the number of shares acquired upon tstingeof RSUs and the value realized,
each before payment of any applicable withholdangand broker commissions. Mr. Coogan was the Nalyped Executive Officer who
exercised OSOs during 2006.
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Option Awards Stock Awards

Number of Shares Value Realized Number of Shares Value Realized
Acquired on Exercise Acquired on Vesting
on Exercise on Vesting
Name #) [6) (#) (%)
James Q. Crowe 0 $ 0 112,50( $585,00(
118,75( $473,81:
Sunit S. Pate 0 $ 0 39,381 $134,70:
69,444 $233,33:
32,81: $170,62¢
50,00( $260,00(
38,75(C $154,61:¢
Kevin J. CHara 0 $ 0 78,77% $269,40:
56,25( $292,50(
75,00( $390,00(
67,50( $269,32¢
Charles C. Miller, llI 0 $ 0 78,77: $269,40:
49,68¢ $258,37¢
55,00( $286,00(
47,50( $189,52¢
Thomas C. Stort 0 $ 0 39,381 $134,70:
37,50(C $195,00(
60,00( $312,00(
38,75( $154,61:
Keith R. Coogar 25,671 $136,56¢ 23,907 $124,31¢
3,661 $ 19,47¢ 23,907 $ 95,38¢
5,584 $ 29,70z 23,907 $123,12!
35,08¢ $186,66¢ 21,51¢ $110,80%
3,372 $ 17,93¢
21,191 $112,73¢
1,02¢ $ 5,392
186 $ 974
3,467 $ 18,23:
494 $ 2,59t
11,422 $ 60,17t
1,817 $ 9,56¢
12,204 $ 64,28t
1,941 $ 10,22/

Potential Payments Upon Termination

As described in the CD&A, the Named Executive Qffscdo not have employment, severance or changendfol agreements with us.
The information below describes and quantifiesasertompensation that would become payable undstirex plans and arrangements if the
Named Executive Offic's employment had terminated on December 31, 2§08&n the Named Executive Officer's compensatiod, #n
applicable, based on our closing stock price ohdate. These benefits are in addition to benefitslable generally to salaried employees,
such as distributions under our 401(k) plan, diggthenefits and accrued vacation pay. As the Nadieecutive Officers do not have
severance agreements or other special arrangemeaasnection with a possible layoff, this pres¢intadoes not
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reflect benefits that may be available in suchagitins under company plans and arrangements thatvailable to all salaried employees on a
non-discriminatory basis.

Due to the number of factors that affect the natung amount of any benefits provided upon the eveiscussed below, any actual
amounts paid or distributed may be different. Factbat could affect these amounts include thentinaiuring the year of any such event, our
common stock price and the executive’s age.

Death, Disability and Retirement.If one of the Named Executive Officers were i@ thecome disabled or retire, any unexercisable
OSOs granted would become exercisable, and remangisable until the earlier of (i) one year frane ate of death, disability or retirement
and (ii) the expiration date of the grant. In aitadit any remaining restrictions on awards of RSWsil lapse immediately. For these
purposes, “disability” generally means total di$ihiresulting in the grantee being unable to perf his job. At December 31, 20086,
Messrs. Crowe and Stortz are the only Named Exex@ificers who were eligible to retire pursuanbte retirement policy.

Mr. O’Hara is the only Named Executive Officer wiholds non-qualified stock options. Mr. O’'Hara’s rgualified stock options are
fully vested.

The information presented in the following tabl@isvided with respect to OSOs that will becomereisable and RSUs the restrictions
upon which will lapse upon the death or disabitiffhe Named Executive Officers. Information wilspect to OSOs or non-qualified stock
options in the case of Mr. O’Hara that are curgeatercisable is not included as the ability of Nemed Executive Officers to exercise those
instruments is not affected by these events. Tioerimation provided for Messrs. Crowe and Stortz iddae the same information that would
be presented to show the value of awards upontiement. OSO value is determined based upo@8@ mechanics described above as
of December 31, 2006. RSU value is determined basdte closing price of our common stock on Decen®i, 2006.

OSOs RSUs Total
James Q. Crowe $1,750,52¢ $10,110,48 $11,861,01(
Sunit S. Pate $ 571,21¢ $ 2,549,87( $ 3,121,08¢
Kevin J. CHara $ 995,02¢ $ 4,347,24t $ 5,342,27(
Charles C. Miller, 1l $ 700,197 $ 3,414,49. $ 4,114,69(
Thomas C. Stort $ 571,21¢ $ 2,744,122 $ 3,315,34:

Change of Control. As described above in the CD&A, OSOs will auttinadly be exercised and cashed out upon the oecoerof a
change of control of Level 3 Communications, Iredafined in our 1995 Stock Plan, and any remairgstrictions on RSUs would lapse
immediately upon a change of control of Level 3 @mmications, Inc. The following table summarizes dollar value, as of December 31,
2006, of these accelerations assuming that a chafrgmtrol of Level 3 Communications, Inc. or témation of the Named Executive
Officers had occurred on December 31, 2006.

Mr. O’Hara is the only Named Executive Officer wiholds non-qualified stock options. Mr. O’Hara’s rgualified stock options are
fully vested.
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OSO value is determined based upon the OSO mechadescribed above, and is calculated at the higladis¢ during the 60 day period
prior to December 31, 2006, as dictated by the deshthe OSO awards.

0S0 RSU Total
James Q. Crowe $5,130,11¢ $10,110,48. $15,240,60!
Sunit S. Pate $2,797,96( $ 2,549,87( $ 5,347,83(
Kevin J. CHara $2,916,06¢ $ 4,347,24¢ $ 7,263,31!
Charles C. Miller, Il $2,052,04¢ $ 3,414,49. $ 5,466,54:
Thomas C. Stort $2,956,24° $ 2,744,120 $ 5,700,37(

In addition, we will provide gross-ups for our Nasiriexecutive Officers from any taxes due under $act999 of the Internal Revenue
Code of 1986 incident to a change of control. Tifeces of Section 4999 generally are unpredictalnle can have widely divergent and
unexpected effects based on an execugipersonal compensation history. As of Decembe2Ba6, no Named Executive Officer would hi
received a gross-up for any taxes due under Se4€68 of the Internal Revenue Code of 1986.

Our Named Executive Officers do not have any namymete agreements.

In connection with the sale of Software SpectrurBéptember 2006, Mr. Coogan’s OSOs that were r@tesable immediately prior to
the sale of Software Spectrum became exercisafie4s,423 RSUs had their restrictions lapse. Thegevef these OSOs and RSU
accelerations were $84,477 and $233,928, respéctive

Director Compensation

During 2006, each of our directors who was not eygd by us during 2006 earned fees consistingd&0g000 annual cash retainer.
directors who serve as the chairman of the Compiens@ommittee and the Nominating and Governanca@ittee each earned an
additional $20,000 annual cash retainer for seramghairman of those committees. The chairmaheoAudit Committee receives an
additional $30,000 for serving as chairman of taahmittee. Any member of the Board who was not eygd by us during 2006 earned a
$10,000 annual cash retainer for each non-chairlmeship on the Compensation and Nominating and anee Committees. Any
member of the Board who was not employed by usdu2D06 earned a $15,000 annual cash retainerdortrarship on the Audit
Committee. These payments are made on a quaresiy.tWalter Scott, Jr., our Chairman of the Boerdeived an annual cash retainer of
$250,000 for serving as our Chairman of the Bo&@hik retainer is paid on a monthly basis.

We also compensate our non-employee directorsgrithts of restricted stock. Each non-employee mewitthe Board receives
quarterly grants of restricted stock having a valti$37,500 at the time of grant, which amountricmanual aggregate grant value of $150
for each such director. The number of shares dficesd stock granted is determined by dividing $8D by the closing price of our common
stock on the NASDAQ Global Select Market on thée teeding day of the quarter. Walter Scott, Jrr, Bhairman of the Board, receives
quarterly grants of restricted stock having a valti$45,000 at the time of grant, which amountricaanual aggregate grant value of
$180,000. The number of shares of restricted sjoakted to Mr. Scott is determined by dividing $88 by the closing price of our common
stock on the NASDAQ Global Select Market on the leeding day of the quarter. These shares oficéstr stock granted for 2006
compensation will generally vest 100% on the lafet) April 1, 2007 and 2) the first trading day which transactions in our securities are
permitted by our insider trading policy after Aptil 2007 if trading is not permitted on April 1,0
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We also award an initial grant of shares of retgtdestock to new members of our Board. This ingi@nt has a value of $150,000 on the
date of grant. This initial grant of restrictedcktorests 100% on the third anniversary of the datgrant. During 2006, we did not have any
initial grants of restricted stock. Messrs. Elliglarates are the only current directors holdingrieted stock from their initial grant.

We reimburse our non-employee directors for traleelging and other reasonable out-of-pocket expemseonnection with the
attendance at Board, committee and stockholderingsetas well as other reasonable expenses rdtatadvice on the Board. We also
provide liability insurance for our directors anificers. A group of insurance companies provides tloverage, with XL Specialty Insurance
Company as the primary carrier, which extends Wiéitch 2008. The annual cost of this coverage s@pmately $4 million.

We do not maintain any pension, nonqualified defioentribution or other deferred compensation pfansur non-employee directors.

Fees Earned o1 Stock Option Co/?n”p?etnhs(;rtion Total
Name Paid in Cash ($) Awards ($)(1) Awards ($)(2) (%) (%)
Walter Scott, Jr. Chairman $250,00( $180,00( $8,69: $77,9443) $516,63]
James O. Ellis, J $ 60,00C $200,00( $ — $ — $260,00(
Richard R. Jaro $ 60,00(C $150,00( $ — $ — $210,00(
Robert E. Juliai $ 80,00 $150,00( $ — $ — $230,00(
Arun Netravali $ 60,00 $150,00( $ — $ — $210,00(
John T. Ree: $ 85,00 $150,00( $ — $ — $235,00(
Michael B. Yanney $ 80,00( $150,00( $ — $ — $230,00(
Albert C. Yates $ 65,00C $200,00( $ — $ — $265,00(

(1) This column represents the dollar amount recognfiaefinancial statement reporting purposes witkpect to the 2006 fiscal year for
fair value of shares of restricted stock grante®d6 as well as those granted in prior fiscal ye@hese values have been calculated in
accordance with SFAS 123R using the closing pricaio common stock on the date of grant. Pursu@®EC rules, the amounts shown
exclude the effect of estimated forfeitures reldatedervice-based vesting conditions. For additiorfarmation relating to the
assumptions made by us in valuing these award20f@8, refer to note 15 of our financial statemémisur Annual Report on Form 1K-
for the year ended December 31, 2006, as filed thghSEC. The amounts in this column reflect oaoanting expense for these awa
and may not correspond to the actual value thatwilecognized by the non-employee directors. flligrant date fair value of the
restricted stock issued to our non-employee dirsalaring 2006 is as follows: Mr. Walter Scott—$18ID; and all other non-employee
directors—$150,000.

The following indicates the shares of restrictetktheld by our non-employee directors at Decer8thie2006:

Walter Scott, Jr 35,207
James O. Ellis, J 96,00¢
Richard R. Jaro 29,33¢
Robert E. Juliat 29,33¢
Arun Netravali 29,33¢
John T. Reel 29,33¢
Michael B. Yanne) 29,33¢
Albert C. Yates 96,00¢
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(2) This column represents the dollar amount recogriiaefinancial statement reporting purposes witkpet to the 2006 fiscal year for
fair value of outperform stock options or OSOs ¢gdrto Mr. Walter Scott, Jr. in years prior to 2006ese values have been calculated
in accordance with SFAS 123R. Pursuant to SEC rtllesamounts shown exclude the effect of estimfdditures related to service-
based vesting conditions. For additional informatim the valuation assumptions we made with regpese grants, refer to note 15 of
our financial statements in our Annual Report om&0-K for the year ended December 31, 2006,led fwith the SEC. The amounts
in this column reflect our accounting expense lfi@se awards, and may not correspond to the aciliad that will be recognized by
Mr. Scott. At December 31, 2006, Mr. Scott held13%, OSOs, which equated to 35,583 shares of oummmstock if Mr. Scott had
exercised all of those OSOs on December 31, 2006.

(3) We provide secretarial services to Mr. Scott. Tim@ant indicated represents our incremental costthéoprovisions of those secretarial
services.

Certain Relationships and Related Transactions

Review and Approval of Related Party Transactionid/e review all relationships and transactionw/iich the Company and our
directors and executive officers or their immedfatmily members are participants to determine wéethese persons have a direct or ind
material interest. Members of our Legal departnagatprimarily responsible for the development andlementation of processes and
controls to obtain information from the directorgleexecutive officers with respect to related persansactions and for then determining,
based on the facts and circumstances, whetheothpany or a related person has a direct or indimaterial interest in the transaction. As
required under SEC rules, transactions that aerm@ted to be directly or indirectly material tetbompany or a related person are disclosed
in our proxy statement. In addition, our Audit Coittee reviews and approves or ratifies any relgegon transaction that has a value in
equal to or in excess of $50,000. In the coursesotview and approval or ratification of a rethfgarty transaction that meets this threshold,
the Audit Committee will consider:

« the benefits to the Company;

 the effect on a director’s independence in the ethenrelated party is a director, an immediatalyity member of a director or an
entity in which a director is a partner, stockholdeexecutive officer;

 the availability of other sources for comparabledurcts or services;

 the terms of the transaction;

» the terms available to unrelated third partiesoa@rhployees generally; and
« any other matters the Audit Committee deems apatepr

Any member of the Audit Committee who is a relgbetdson with respect to a transaction under review not participate in the
deliberations or vote respecting approval or redifion of the transaction, provided, however, tuath member may be counted in determi
the presence of a quorum at a meeting of the caeertibat considers the transaction.

Related Party Transactions.

Company Aircraft. We permit the personal use of our aircraft byaie members of our senior management. This patame of our
aircraft is done pursuant to an Aircraft TirBeare Agreement, which provides that we will chatgeindividual the cost to operate the airc
as allowed by Part 91 of
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the U.S. Federal Aviation Administration regulasdior personal use of corporate aircraft. The uated for 2006 was initially $1,250 per
hour, but was raised to $1,500 per hour of useepté&@nber 2006. We received a total payment in theuat of $167,468.96 from Mr. Crowe,
under his agreement for the period January 1, 20@&cember 31, 2006, and a total payment in theuainof $94,105.58 from Mr. O’'Hara
under his agreement for the same period.

We note that when a guest accompanies a memberr gEaior management on business travel, we ingmibecome the cost of that
additional travel to that individual. To calculdtee amount of imputed income, we use the InteraleRue Services’ Standard Industry Fare
Level or SIFL rates. For 2006, Mr. Crowe had $10,64imputed income and Mr. O’Hara had $27,121Ingbuted income.

For additional information regarding the use ofsosial aircraft, please see “Compensation DiscusgionAnalysis—2006 Executive
Compensation Components—Perquisites” above.

Southeastern Asset ManagemenRursuant to the amended Schedule 13G filed byh®astern Asset Management, Inc. with the SEC
on February 13, 2007, or the Southeastern Schd@@e Southeastern Asset Management may be deerbedte beneficial owner of
approximately 22% of the Level 3 common stock. 8eastern Asset Management is an Investment Adraggstered under Section 203 of
the Investment Advisers Act of 1940. All of the gBties covered by the Southeastern Schedule 18@waned legally by its investment
advisory clients and none are owned directly oirgudly by Southeastern Asset Management. In thet@eastern Schedule 13G, and as
permitted by SEC rules, Southeastern Asset Managesteges that the filing of the Southeastern Sgleeti3G shall not be construed as an
admission that Southeastern Asset Managementislttee beneficial owner of any of the securitiegazed by the Southeastern Schedule

Similarly, in Southeastern Schedule 13G, Southeagteset Management reports that the Southeastdmed8le 13G is also being filed
by Mr. O. Mason Hawkins, Chairman of the Board @nH.O. of Southeastern Asset Management in thetéeeoould be deemed to be a
controlling person of that firm as the result of bificial positions with or ownership of SoutheastAsset Management’s voting securities.
Southeastern Asset Management indicates that teepge of such control is expressly disclaimed, thiat Mr. Hawkins does not own
directly or indirectly any securities covered bg #tatement for his own account. Again, as perthlite SEC rules, Southeastern Asset
Management states that the filing of the SoutheaSehedule 13G shall not be construed as an aidmitsat Mr. Hawkins is the beneficial
owner of any of the securities covered by the Seagtern Schedule 13G.

As a result of the these disclosures, Mr. Hawkiay tme deemed to have an indirect material inténgsnsactions that are entered into
between us and Southeastern Asset Managementsandastment advisory clients.

On January 11, 2007, we entered into an Exchangeetxgent with Southeastern Asset Management, Indebalf of its investment
advisory clients, and Legg Mason Opportunity Trugtsuant to which Southeastern Asset Managementeggl Mason Opportunity Trust
agreed to exchange approximately $490 million aggpes principal amount of our 10% Convertible SeiNotes due 2011 for a total of
approximately 160.1 million shares of Level 3 conmstock and the payment in cash of accrued andidinparest on these convertible nc
to the closing date of the transaction. This exgeanmansaction was completed on January 18, 2007.
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REVERSE STOCK SPLIT PROPOSAL

Again this year, we are asking stockholders to @appa proposal to grant the Board discretionariiitly to effect a reverse stock split
pursuant to one of four alternative ratios. Thispgmsal is essentially identical to the proposal s approved by our stockholders at the
2005 and 2006 Annual Meetings.

A reverse stock split would reduce the number ¢$tanding shares of our common stock, and the mgéddf each stockholder,
according to the same formula. The proposal cali$dur possible reverse stock split ratios: 18ot-for-10, 1-for-15 and 1-for-20. If the
proposal is approved, the Board may in its disoretinplement a reverse stock split using one ofé#lties included in the proposal at any t
prior to May 24, 2008. The Board will also have swée discretion not to effect any reverse stodit. sp

The Board did not elect to exercise its discretigrauthority to implement a reverse stock split thas given at the 2006 Annual
Meeting because the Board did not conclude thakeb@onditions and circumstances warranted theemphtation of a reverse stock split.
We are asking stockholders to approve this propagain at the 2007 Annual Meeting for the reashaswe describe below.

If the proposal is approved, the Board will have tliscretion to effect one reverse stock splitgttame prior to May 24, 2008 using one
of the approved ratios, or to choose not to effeverse stock split at all, based on its deteatitin of which action is in the best interests of
Level 3 and its stockholders. The Board resergesght to elect not to proceed, and abandon,afierse stock split if it determines, in its s
discretion, that this proposal is no longer inlblest interests of our stockholders.

We currently have 2.25 billion authorized sharesafmon stock. As of March 31, 2007, the recore diat the Annual Meeting,
1,526,256,959 shares of common stock were outstgntihuthorized” shares represent the number ofeshaf common stock that we are
permitted to issue under our Restated Certifichtaaprporation. Since we do not have any sharesiotommon stock that we have
repurchased, which are referred to as “treasursestiahe number of shares of common stock “outhtayt represents the number of shares
of common stock that we have actually issued froenpool of authorized shares of common stock. €herse stock split, if implemented,
would have the principal effect of reducing both tutstanding number of shares of common stocktenduthorized number of shares of
common stock by the ratio selected by the Board, axcept for the effect of fractional shares, estolckholder’s proportionate ownership
interest in the company would be the same immdgliaefore and after the reverse stock split.

Purposes of the Reverse Stock Split

The purpose of implementing a reverse stock spitld/ be to attempt to increase the per share tgagifue of our common stock. Our
Board intends to effect the proposed reverse stptikonly if the implementation of a reverse stagilit is determined by the Board to be in
the best interest of Level 3 and its stockholdiéie trading price of our common stock increas@hlout a reverse stock split, the Board may
exercise its discretion not to implement a reveps.

We believe that a number of institutional investamsl investment funds are reluctant to invest,iarsme cases may be prohibited fr
investing, in lower-priced stocks and that brokerfigns are reluctant to recommend lower-pricedlstdo their clients. By effecting a
reverse stock split, we may be able to raise ommoon stock price to a level where our common steckld be viewed more favorably by
potential investors.

Other investors may also be dissuaded from pumabdsiver-priced stocks because the brokerage cosionss, as a percentage of the
total transaction, tend to be higher for such stoékhigher stock price after a reverse stock spiituld reduce this concern.
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The combination of lower transaction costs andaased interest from institutional investors aneatment funds could have the effect
of improving the trading liquidity of our commorosk.

Our common stock currently trades on the NASDAktdarket under the symbol “LVLT.” The NASDAQ Stobkarket has several
continued listing criteria that companies mustssgtin order to remain listed on the exchange. Gfitbese criteria is that the Level 3 comr
stock have a trading price that is greater thagqoial to $1.00 per share. Today, Level 3 meetsf éfle NASDAQ Stock Market’s continued
listing criteria, including the minimum trading pe requirement. Although we do not believe thatweently have an issue relating to the
continued listing of our common stock on the NASDA@ck Market, we believe that approval of thisgmsal would provide the Board with
the ability to meet the continued listing standarthe future, to the extent that our common stmgg&e would not otherwise meet the
minimum trading requirement.

The Board believes that stockholder approval of fmtential exchange ratios (rather than a singtd@&nge ratio) provides the Board
with the flexibility to achieve the desired resuifsa reverse stock split. If the stockholders apprthis proposal, the Board would effect a
reverse stock split only upon the Board’s detertidgmathat a reverse stock split would be in thet b#srests of the stockholders at that time.
To effect a reverse stock split, the Board wouldlse timing for such a split and select the specétio from among the four ratios described
in this Proxy Statement. No further action on thet pf stockholders will be required to either iemplent or abandon the reverse stock split. If
the proposal is approved by stockholders, and ttegdBdetermines to implement any of the reversekstplit ratios, we would communicate
to the public, prior to the effective date of tiewerse split, additional details regarding the regeplit, including the specific ratio the Board
selects.

You should keep in mind that the implementatioa ofverse stock split does not have an effect emdttual or intrinsic value of the
Level 3 business or your proportional ownershipénel 3. You should also consider that in many saee market price of a company’s
shares declines after a reverse stock split.

Certain Risks Associated with the Reverse Stock Spl

There can be no assurance that the total marketalgation of our common stock (the aggregate gadfiall Level 3 common stock at the
then market price) after the implementation of werse stock split will be equal to or greater thiha total market capitalization before a
reverse stock split or that the per share markétegpof our common stock following a reverse stqik will increase in proportion to the
reduction in the number of shares of our commoaokstautstanding before the reverse stock split.

There can be no assurance that the market priceepeshare of our common stock after a revers& spiit will remain unchanged or
increase in proportion to the reduction in the namdf old shares of our common stock outstandirigrbea reverse stock split. For example,
based on the closing price of our common stock anckl 30, 2007 of $6.10 per share, if the Board weimplement the reverse stock split
and utilize a ratio of 1-for-10, we cannot assura that the post-split market price of our commimtls would be $61.00 (that is, $6.20
10) per share or greater. In many cases, the marrice of a company’s shares declines after arsevstock split.

Accordingly, the total market capitalization of ammon stock after a reverse stock split whenifinthlemented may be lower than
the total market capitalization before the revestteek split. Moreover, in the future, the markaterf our common stock following a reverse
stock split may not exceed or remain higher thanmntlarket price prior to the reverse stock split.
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If a reverse stock split is effected, the resulfiee-share stock price may not attract institutional@stors or investment funds and may not
satisfy the investing guidelines of such invesamig, consequently, the trading liquidity of our enan stock may not improve.

While the Board believes that a higher stock pniag/ help generate investor interest, there carolassurance that a reverse stock split
will result in a per-share price that will attréstitutional investors or investment funds or thath share price will satisfy the investing
guidelines of institutional investors or investménids. As a result, the trading liquidity of onemon stock may not necessarily improve.

A decline in the market price of our common stdilra reverse stock split is implemented may teswd greater percentage decline th
would occur in the absence of a reverse stock, spiil the liquidity of our common stock could beeadely affected following such a reverse
stock split.

If a reverse stock split is effected and the mapkiete of our common stock declines, the percentisgéine may be greater than would
occur in the absence of a reverse stock split.fiakket price of our common stock will, howeverpdie based on our performance and other
factors, which are unrelated to the number of shafeommon stock outstanding. Furthermore, thadity of our common stock could be
adversely affected by the reduced number of shhetsvould be outstanding after the reverse stplik s

Principal Effects of the Reverse Stock Split

If approved and implemented, the principal effedta reverse stock split would include the follogin

« depending on the ratio for the reverse stock splicted by the Board, each 5, 10, 15 or 20 slud@sr common stock that you own
will be combined into one new share of common stock

» the number of shares of common stock issued arsfamating will be reduced proportionately basednenratio selected by the Boa

 the total number of shares of common stock thaamgeauthorized to issue will be reduced proportielgebased on the ratio selected
by the Board;

» appropriate adjustments will be made to stock oti@utperform stock options and other securitis/ertible into shares of our
common stock granted under our plans to maintarettonomic value of the awards;

« the number of shares reserved for issuance underd®5b Stock Plan will be reduced proportionatedgdd on the ratio selected by
Board (and any other appropriate adjustments oiiflnations will be made under the plans); and

« the conversion price of our convertible subordidatetes and the number of shares reserved fomssugon conversion will be
adjusted in accordance with their terms based ematio selected by the Board.

The common stock resulting from a reverse stocik sfil remain fully paid and non-assessable. Aaese stock split will not affect the
public registration of the common stock under theuBities Exchange Act of 1934.

If implemented, a reverse stock split would notéhany effect on our current dividend policy. Ourreat dividend policy, in effect sinc
April 1, 1998, is to retain future earnings for uis®ur business. As a result, our directors andagament do not anticipate paying any cash
dividends on shares of our common stock in thesfegable future. In addition, we are effectivelyrieted under certain debt covenants from
paying cash dividends on shares of our common stock
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A reverse stock split would not, by itself, affectr assets or business prospects. Also, if apprasddmplemented, a reverse stock split
may result in some stockholders owning “odd lotsless than 100 shares of common stock. Odd laeshaay be more difficult to sell, and
brokerage commissions and other costs of transectioodd lots are generally somewhat higher tharcbsts of transactions in “round lots”
of even multiples of 100 shares. The Board beliches/iever, that these potential effects are outladgoy the benefits of a reverse stock
split.

Fractional Shares

No fractional certificates will be issued in contiec with a reverse stock split. Stockholders whizeowise would be entitled to receive
fractional shares because they hold a number oésltd common stock not evenly divisible by the bemselected by the Board for a reverse
stock split ratio will be entitled, upon surrena@érany certificate(s) representing such sharea,d¢ash payment in lieu thereof. We would
arrange for a third party to aggregate the fraci@hares of registered stockholders, sell thetharopen market and deliver the proceeds to
those stockholders. We will pay any brokerage cagsions in connection with that sale.

Stockholders who otherwise would be entitled tehee fractional shares will only be entitled toaske payment in lieu of such shares
and will no longer have any rights as a stockholdén respect to the shares of common stock thatidvbave been exchanged for such
fractional shares.

Authorized Shares

A reverse stock split would affect all issued antstanding shares of Level 3 common stock and anut&tg rights to acquire Level 3
common stock. Upon the effectiveness of a revamzk split, the total number of shares of commartisthat we are authorized to issue
would be reduced proportionately based on the eatiected by the Board. As of the record dateHerAnnual Meeting, we had 2.25 billion
shares of authorized common stock and approximatéB6 billion shares of common stock issued ardtanding. Authorized but unissued
shares will be available for issuance, and we rasyd these shares in the future. If we issue additshares, the ownership interest of
holders of our common stock will be diluted.

Accounting Matters

The par value of the common stock will remain 8tl$per share after a reverse stock split. As dtremiof the effective time, the stated
capital on our balance sheet attributable to oorroon stock would be reduced proportionately basetthe reverse stock split ratio selected
by the Board, and the additional paid-in capitaicamt will be credited with the amount by which 8tated capital is reduced. In future
financial statements, we would restate net incomess and other per share amounts for periodsigraifore a reverse stock split to give
retroactive effect to the reverse stock split.

Procedure for Effecting a Reverse Stock Split and ¥change of Stock Certificates

If stockholders approve the proposal and the Bdamides to implement a reverse stock split, we fildlwith the Secretary of State of
the State of Delaware a certificate of amendmenutoRestated Certificate of Incorporation. A reseestock split will become effective at the
time and on the date of filing of, or at such ldtere as is specified in, the certificate of amerdtwhich we refer to as the “effective time”
and “effective date,” respectively. Beginning a #ffective time, each certificate representingeshaf common stock will be deemed for all
corporate purposes to evidence ownership of thebeunwf whole shares into which the shares preworegresented by the certificate were
combined pursuant to the reverse stock split. €kedf the certificate of amendment would be instabtially the form attached hereto as
Annex 2, except that the text of the form may terall for any changes required by the
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Secretary of State of the State of Delaware andggsmdeemed necessary or advisable by the Boahdding the insertion of the effective
time, effective date, number of authorized shanesthe reverse stock split ratio selected by Board.

Upon a reverse stock split, we intend to treatldtollers holding our common stock in “street nantiesdbugh a bank, broker or other
nominee, in the same manner as registered stoakisolchose shares are registered in their namegsBhrokers or other nominees will be
instructed to effect a reverse stock split fortheineficial holders holding our common stock itréet name.” However, these banks, brokers
or other nominees may have different procedures thgistered stockholders for processing a revamsek split. If you hold your shares with
a bank, broker or other nominee and if you haveqmstions in this regard, we encourage you toaobrybur nominee.

Following any reverse stock split, stockholdersdivad physical certificates would need to exchamgsé certificates for new certificates
and a cash payment in lieu of any fractional shamed we expect that the common stock would recgivew CUSIP number.

If a reverse stock split is implemented, Wells leaBhareowner Services, our transfer agent, willsedregistered stockholders of the
procedures to be followed to exchange certificatesletter of transmittal to be sent to stockhadd®lo new certificates will be issued to a
stockholder until the stockholder has surrendenedstockholder’s outstanding certificate(s), togethith the properly completed and
executed letter of transmittal, to the bank. Any sthares submitted for transfer, whether pursueatdale, other disposition or otherwise, will
automatically be exchanged for new shagtsckholders should not destroy any stock certifidg(s) and should not submit any certificate
(s) until requested to do so.

No Appraisal Rights

Stockholders do not have appraisal rights undeawate General Corporation Law or under our cedifiof incorporation in connecti
with the reverse stock split.

Reservation of Right to Abandon Reverse Stock Split

We reserve the right to abandon a reverse stodkvaptout further action by our stockholders aydime before the effectiveness of the
filing with the Secretary of State of the StatdDaflaware of the certificate of amendment to ourt&es Certificate of Incorporation, even if
the authority to effect a reverse stock split hasrbapproved by our stockholders at the Annual iMgeBy voting in favor of a reverse stock
split, you are expressly also authorizing the Bdardetermine not to proceed with, and abandoayarse stock split if it should so decide.

Certain Federal Income Tax Consequences

The following is a summary of the material U.S.€&al income tax consequences of a reverse stoitk Hpk discussion is based on the
Internal Revenue Code, the Treasury Regulationsipigated thereunder, published statements by teenial Revenue Service and other
applicable authorities on the date of this Proxat@&nhent, all of which are subject to change, pbssitih retroactive effect. This discussion
does not address the tax consequences to holdém@sréhsubject to special tax rules, such as bamgiance companies, regulated investment
companies, personal holding companies, foreigriieatinonresident alien individuals, broker-deabard tax-exempt entities. Further, it does
not address any state, local or foreign incometloeratax consequences. This summary also assumtethéhshares of common stock held
immediately prior to the effective time of the rese stock split (the “old shares”) were, and the sbares received will be, held as a “capital
asset,” as defined in the Internal Revenue Codaefgdly, property held for investment).
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Subject to the discussion below concerning thdrtreat of the receipt of cash payments insteadaafisnal shares, we believe that the
material U.S. federal income tax consequencege¥erse stock split would be as follows:

« Level 3 will not recognize any gain or loss assuteof the reverse stock split.

* You will not recognize any gain or loss as a resfithe reverse stock split, except with respedash received instead of fractional
shares.

* The aggregate adjusted basis of the shares ofobasdof our common stock you hold following theense stock split will be equal
your aggregate adjusted basis immediately pritheéaeverse stock split, reduced by any tax bdsibatable to a fractional share.

* Your holding period for the common stock you counéro hold after the reverse stock split will irdduyour holding period for the
common stock you held immediately prior to the reeestock split.

In general, if you receive cash instead of a foaal share of our common stock, you will recograpital gain or loss based on the
difference between the amount of cash received/andadjusted basis in the fractional share. Tipitalbgain or loss will constitute long-
term capital gain or loss if your holding period &mr common stock is greater than one year aseoflate of the reverse stock split. The
deductibility of capital losses is subject to liatibns.

Our beliefs regarding the tax consequences ofeherse stock split is not binding on the Internal&ue Service or the courts.
Accordingly, we urge you to consult with your own &x advisor with respect to all of the potential taxconsequences to you of the
reverse stock split.

Vote Required
The affirmative vote of majority of the outstandisigares of common stock is required for approvahisf proposal.

The Board unanimously recommends a vote FOR the appval of the Reverse Stock Split Proposal.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informataith respect to the beneficial ownership of our aoon stock, as of April 2, 2007, by

Level 3's directors, the Named Executive Officensd directors and executive officers as a groug,emth person known by the company to
beneficially own more than five percent of our ¢atsling common stock.

Number of Shares
Percent of Common Stock

of Common
Name Stockt Beneficially Owned(%)
James Q. Crowe(1) 7,764,33! *
Sunit S. Patel(2 1,004,88 *
Kevin J. C Hara(3) 2,377,25! *
Charles C. Miller, 111(4) 914,48( *
Thomas C. Stortz(~ 1,327,75( *
Walter Scott, Jr.(6 29,077,411 1.9
James O. Ellis, J 168,06( *
Richard R. Jaro 1,082,45( *
Robert E. Julian(7 4,166,97( *
Arun Netravali 191,16« *
John T. Reed(€ 314,69: *
Michael B. Yanney(9 236,99: *
Albert C. Yates 168,06( *
Directors and Executive Officers as a Group (1&qes)(10 50,489,64. 3.2
Southeastern Asset Management, Inc. 287,292,55! 224
FMR Corp. and Edward C. Johnson 3d( 143,304,46 11.7
Legg Mason(13 104,397,62: 8.8
AXA Financial, Inc.(14) 82,955,59: 8.3

*

T

1)

()

Less than 1%.

It is our practice to include in this table the raenof shares of our common stock issuable uporcesesof Outperform Stock Options,

if any, which are exercisable within 60 days. Théue of the Outperform Stock Options is dependentithe extent to which our
common stock has outperformed the results of the@&00 Index. The number of shares of our common s&stkable upon exercise
an Outperform Stock Option has been calculateddbagen the closing price of our common stock onil&hr2007. The number of
shares issuable upon exercise of an Outperfornk®ption, however, is subject to change to therixtteat the relationship between the
price of our common stock and the results of thé®&00 Index change. Therefore, any shares of @unwon stock that may become
issuable upon exercise of Outperform Stock Optama result of the change in such relationship icguafter the date of this Proxy
Statement will not be reflected in this table.

Includes 520,000 shares of our common stock heldhgyCherry Creek Trust, of which Mr. Crowe is Hude beneficiary and 112,500
restricted stock units, the restrictions on whidh lapse within 60 days of April 2, 2007. Also indes 583,744 shares of our common
stock issuable upon exercise of vested outperfeookoptions and outperform stock options that vasitin 60 days of April 2, 2007.

Includes 15,000 shares of our common stock hetohimdividual retirement account by Mr. Patel a@¢B82 restricted stock units, the
restrictions on which will lapse within 60 daysAgril 2, 2007. Also includes 381,764 shares of cammon stock issuable upon
exercise of vested outperform stock options angerfdrm stock options that vest within 60 days pfiR2, 2007.

45




(3)

(4)

()

(6)

(7)
(8)
(9)

Includes 46,000 shares of our common stock helddwn J. O’Hara Family LTD Partnership. Include€3m0 shares of our common
stock subject to vested non-qualified stock optidmsludes 131,250 restricted stock units, thericiins on which will lapse within 60
days of April 2, 2007. Also includes 331,817 sharesur common stock issuable upon exercise ofedestitperform stock options and
outperform stock options that vest within 60 daf/épril 2, 2007.

Includes 104,687 restricted stock units, the retsdis on which will lapse within 60 days of Ap2i] 2007. Also includes 233,500 shares
of our common stock issuable upon exercise of destperform stock options and outperform stockamst that vest within 60 days of
April 2, 2007.

Includes 97,500 restricted stock units, the retitnis on which will lapse within 60 days of April 2007. Also includes 408,590 shares
of our common stock issuable upon exercise of desteperform stock options and outperform stockamst that vest within 60 days of
April 2, 2007.

Includes 99,700 shares of our common stock helithéysuzanne Scott Irrevocable Trust as to whichSdaott shares voting and
investment powers, 383,503 shares of our commak s$suable upon conversion of $25 million in pirad amount of our 6%
convertible subordinated notes that Mr. Scott hdidsctly, 53,690 shares issuable upon conversié3® million in principal amount «
our 6% convertible subordinated notes that Mr. Seolds indirectly and 400,975 shares of our comstork held indirectly by

Mr. Scott. In addition, this includes 1,514,840r&isaof our common stock issuable upon the exedfisarrants held by Mr. Scott. Also
includes 46,742 shares of our common stock issugie exercise of vested outperform stock optiordsautperform stock options that
vest within 60 days of April 2, 2007.

Includes 1,000,000 shares of our common stock lineld Julian Properties, LP, of which Mr. Juliathe sole general partner.
Includes 61,000 shares of our common stock hel@dsd Partners, LP, of which Mr. Reed and his spates¢he sole general partners.

Includes 2,100 shares of our common stock heldrin¥dnney’s individual retirement account and 40,88ares of our common stock
held by The Burlington Capital Group, LLC, of whibtr. Yanney and his spouse own approximately 47%hefoutstanding
membership interests.

(10) Includes 700,000 shares of our common stobjestito vested non-qualified stock options and,¥25 shares of our common stock

issuable upon the lapse of restrictions on restlistock units within 60 days of April 2, 2007. dlscludes 1,514,840 shares of our
common stock issuable upon the exercise of wareams437,193 shares issuable upon conversion @%uConvertible Subordinated
Notes due 2009. Also includes 2,477,130 sharesiof@mmon stock issuable upon exercise of vestguediorm stock options and
outperform stock options that vest within 60 daf/épril 2, 2007.

(11) Address for Southeastern Asset Management,linagleaf Partners Fund and Mr. O. Mason Hawlgréd10 Poplar Avenue, Suite 900,

Memphis, Tennessee 38119. The following informaifobased solely on Southeastern Asset Manageiners Schedule 13G filed
with the SEC on February 13, 2007. Percentageobotstanding common stock is as reported in thelredule 13G. Based upon the
shares outstanding as of the record date for thridlnVieeting, the percentage of outstanding comstock would be approximately
18.8%.

Information presented is presented by Southeastesat Management, Inc. as a registered investnumiger. All of the securities
reported by Southeastern Asset Management are oegallly by Southeastern Asset Management, $rinvestment advisory clients ¢
none are owned directly or indirectly by Southeastesset Management, Inc. Includes 142,718,105shafrour common stock (11.5¢
beneficially owned by Longleaf Partners Fund, @eseof Longleaf Partners Fund Trust, of which Seasitern Asset Management, Inc.
shares voting and dispositive power, and
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48,076,002 shares of our common stock held by leafdPartners Small-Cap Fund, of which Southeagtsset Management, Inc.
shares voting and dispositive power. SoutheastsgetiManagement, Inc. exercises sole dispositivepwith respect to 96,498,443
shares of our common stock beneficially owned lsgmitionary managed accounts, including 83,397sB2res of our common stock
held by discretionary managed accounts for whichtli8mastern Asset Management, Inc. has sole votmgpand 13,100,616 shares of
our common stock held by discretionary managedwatsdor which Southeastern Asset Managementhiag no voting power. Mr. O
Mason Hawkins, Chairman of the Board and C.E.CBaftheastern Asset Management, Inc., may be detniesheficially own the
Level 3 common stock held by Southeastern Assetalgament, Inc. Mr. Hawkins disclaims beneficial ovamé of such common stoc

(12) Address for FMR Corp. and Edward C. Johnsois 32 Devonshire Street, Boston, Massachusett89Zhe following information is
based solely on FRM Corp.’s Schedule 13G filed whith SEC on February 14, 2007. Percentage ofastamding common stock is as
reported in their Schedule 13G. Based upon theesthartstanding as of the record date for the Ankigadting, the percentage of
outstanding common stock would be approximately®.2

Information presented is presented by FMR CorpMRE) as a holding company for its subsidiaries. BdavC. Johnson 3d and FMR,
through their control of various subsidiaries, ehak sole power to dispose of 137,429,830 sharesrafommon stock and the sole
power to vote 14,771,276 shares of our common steideelity Management & Research Company, a wholiyied subsidiary of FMR
and a registered investment adviser, is the baak&iwner of 136,716,403 shares of our common s&scl result of acting as investment
advisor to various investment companies. Fidelignsigement Trust Company, a wholly owned subsidibtBMR and bank as defined
under the Securities Exchange Act of 1934, is #reeficial owner of 60,440 shares of our commonkst8trategic Advisers, Inc., a
wholly owned subsidiary of FMR and a registerecestment adviser, is the beneficial owner of 671 #i#res of our common stock.
Pyramis Global Advisors, LLC, an indirect, whollwoed subsidiary of FMR Corp. and a registered itmest adviser, is the beneficial
owner of 33,000 shares of our common stock. Pyr&tobal Advisors Trust Company, an indirect, whallyned subsidiary of FMR
and a bank as defined under the Securities Exchaogef 1934, is the beneficial owner of 619,98ar&s of our common stock. Fidel
International Limited and various foreign-basedsidiaries provide investment advisory and manageémsemwices to a number of non-
U.S. investment companies and certain institutiomagstors. Fidelity International Limited, which & qualified institution under section
240.13d-1(b)(1) pursuant to an SEC No-Action ledt@ted October 5, 2000, is the beneficial ownes,202,680 shares of our common
stock. The address for each entity listed aboB2 iDevonshire Street, Boston, Massachusetts 02ii€®the exception of Pyramis
Global Advisors, LLC and Pyramis Global Advisorai3tr Company which are located at 53 State StrextdR, Massachusetts, 02109,
and Fidelity International Limited which is locatattPembroke Hall, 42 Crow Lane, Hamilton, BermWlarsuant to SEC rules, the
information above includes a total of 26,744,39&rsh of our common stock that may be acquired gpaomersion of our convertible
securities held by the entities listed above.

(13) Address for LMM LLC and related entities i00ight Street, Baltimore, Maryland 21202. The daling information is based solely on
LLM’s Schedule 13G filed with the SEC on Februaby 2007. Percentage of our outstanding commork $¢cs reported in their
Schedule 13G. Based upon the shares outstandinfgtas record date for the Annual Meeting, the petage of outstanding common
stock would be approximately 6.8%.

Includes 62,777,000 shares of our common stockhi¢miLM LLC shares voting and dispositive powetiwiegg Mason Opportunity
Trust and 41,620,625 shares of our common stogkhath Legg Mason Capital Management, Inc. sharéisg@nd dispositive power.
Each of LLM, LLC and Legg Mason Capital Managemémt, are investment advisers and Legg Mason Oppibyt Trust is a
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portfolio of Legg Mason Investment Trust, Inc. egistered investment company under the Investmentpany Act of 1940, as
amended.

(14) Address for AXA Financial, Inc. and relatedit@s is 1290 Avenue of the Americas, New YorkywNéork 10104, the address for AXA
Assurances |.A.R.D Mutuelle, AXA Assurances Vie Meite and AXA Courtage Assurance Mutuelle is 2@, Brouot, 75009 Paris,
France, the address for AXA is 25, avenue Matigiarijs, France. The following information is basetkly on AXA Financial Inc.’s
Schedule 13G filed with the SEC on February 13,728&rcentage of our outstanding common stock ie@sted in their Schedule
13G. Based upon the shares outstanding as of ¢bedrdate for the Annual Meeting, the percentageutétanding common stock would
be approximately 5.4%.

Includes 71,114,544 shares of our common stociwkach AllianceBernstein L.P., a subsidiary of AXAnBncial, Inc., is deemed to
have sole voting power, 284,560 shares of our comstack for which AllianceBernstein L.P. is deemedhave shared voting power,
81,263,873 shares of our common stock for whiclaAtleBernstein L.P. is deemed to have sole dispegibwer and 280,462 shares of
our common stock for which AllianceBernstein L.&£deemed to share dispositive power. Also incluge$8,671 shares of our common
stock for which AXA Equitable Life Insurance Compan deemed to have sole voting power and 1,201s82ves of our common stock
for which AXA Equitable Life Insurance Company isained to have sole dispositive power. AXA AssurangeR.D. Mutuelle, AXA
Assurances Vie Mutuelle and AXA Courtage Assuravictuelle, as a group, control AXA. AXA owns AXA Fancial, Inc. Pursuant to
SEC rules, information presented may include shairesir common stock that are issuable upon theemion of our convertible
securities.

STOCKHOLDER PROPOSAL

The following stockholder proposal will be voted ainthe Annual Meeting only if properly presentgdob on behalf of the stockholder
proponent.

California Public Employees’ Retirement System RERS), P.O. Box 942707, Sacramento, CA, 94229-27&¥ notified us that its
representative, , intends to presemfalowing proposal at the Annual Meeting.

“RESOLVED, that the shareowners of the Level 3 Camimations, Inc. (“Company”) urge the Company tketall steps necessary, in
compliance with applicable law, to remove the soygority vote requirements in its Certificate o€émporation and by-laws, including but
not limited to, the supermajority vote requirememtsessary to amend the Company’s by-laws.

“Supporting Statement

“Is accountability by the Board of Directors impaittéo you as a shareowner of the Company? As aftrad with more than 1.4 millio
participants, and as the owner of approximatelp@,200 shares of the Company’s common stock, ttiéo@aa Public Employees’
Retirement System (CalPERS) thinks accountabdityfiparamount importance. This is why we are spaing this proposal which, if passed,
would make the Company more accountable to share®wry removing supermajority requirements thaprgrother things, make it very
difficult to amend the Company’s bylaws.

“As it currently stands, the affirmative vote of 6% of the outstanding shares of the Company is reddor shareowners to amend
the Company’s by-laws. When you consider abstestaomd broker non-votes, such a supermajority vaebe almost impossible to obtain.
For example, a proposal to declassify the boaudirettors filed at Goodyear Tire & Rubber Compaaijetd to pass even though
approximately 90% of votes cast were in favor ef phoposal. While it is often stated by corporatitimat the purpose of supermajority
requirements is to provide corporations the abitityprotect minority shareowners, supermajorityuisgments are most often used, in
CalPERS’ opinion, to block initiatives
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opposed by management and the board of directoisupported by most shareowners. The Goodyear&Rebber Company vote is a
perfect illustration.

“CalPERS believes that corporate governance praesdand practices, and the level of accountalthity impose, are closely related to
financial performance. CalPERS also believes thateowners are willing to pay a premium for shafesorporations that have excellent
corporate governance, as illustrated by a recedydty McKinsey & Co. If the Company were to remdtgesupermajority requirements, it
would be a strong statement that this Companynsneitted to good corporate governance and its lengrfinancial performance.

“We urge your support FOR this proposal.”

Our Board recommends that you vote “against” this poposal.

Our Board believes that this proposal is not inlibst interest of our stockholders and therefoposes the proposal for the following
reasons.

* We are committed to effective governanc®ur Board is very committed to effective govaroe. Over the past several years, our
Board has taken several actions to demonstrateitsnitment to effective corporate governance. Op#iA05, our Board eliminated
our stockholder rights or “poison pill” plan, whitlad been in place since 1998. At the 2006 Annwdtivig, based on a
recommendation of our Board, our stockholders amgatdhe declassification of our Board, the restilvlich is to enable our
stockholders beginning with the 2007 Annual Meettogelect a majority of the entire Board, and begig with the 2008 Annual
Meeting, to elect the entire Board, in each casedoe-year term. Our Board believes that it isugh this annual process of selecting
the members of the Board who are then chargedupitiolding their fiduciary duties to all of our sktwlders that solid corporate
governance is maintained. Additional examples afammmitment to effective corporate governancecargained in our Governance
Guidelines, which are available on our web sitenatv.level3.com/investor_relations/corp_governangilglines.html

* Few actions require a supermajority voteMost proposals submitted to a vote of our shotdters require only a majority vote. Uni
our amended Restated Certificate of Incorporatimh@ur By-laws, there is essentially only one acthwat requires a vote greater than
a majority vote—stockholder action to amend ourl®ys. Specifically, only the provisions of our arded Restated Certificate of
Incorporation and By-laws related to amending oysld@®vs or portions of Article X (which relates toet percentage required to amend
this provision of the Restated Certificate of Irmmation) of the Restated Certificate of Incorpmmatrequire more than a majority
vote.

» The limited circumstances that require a greatemtimajority vote by our stockholders to take actaffiect what our Board believes
are the fundamental aspects of our governance fnarieand should be preservedOur Board intends to retain the existing applova
requirement for amending our By-laws. Our Boarddwels that a simple majority vote threshold for adieg the Bylaws is not in thi
best interest of our stockholders. Our By-laws titnte part of the elemental framework of our gaaerce structure. The By-laws
govern certain basic issues relating to effectimgaorate governance, including calling and condhgcsitockholder meetings, director
nominations, stockholder proposals, and other msa#ted procedures.

When considering potential By-law amendments, caairB has a fiduciary duty to all stockholders; émtrast, stockholders generally
have no fiduciary duty to each other. Since stotddrs may have differing interests that result nl8~v amendments affecting
different stockholders in different ways, the Bohalieves that By-law amendments should be madadmkholders only if there is a
very strong mandate for change. Our Board belihvatseliminating the existing approval requiremdntsamending the By-laws
(both in our amended Restated Certificate of Inomagon
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and By-laws) will not enhance our governance peastibut rather would disturb the fundamental fraork of our governance
structure.

* The remaining supermajority provision protects gtaulder interests The existing approval requirements for amendingBy-laws
also are intended to preserve and maximize theevallLevel 3 for all stockholders by protecting imga self-interested actions by a
few large stockholders. Our Board believes thatsiets affecting fundamental aspects of our existeand operations should be fair
to all stockholders. Our Board believes that ja®d corporate governance to ensure that fundaigrgages of this nature can be
made only when a broad consensus of stockholdeegsathat a change is prudent.

Vote Required

The affirmative vote of a majority of the votes tthyg holders of our common stock present in persdoy proxy at the Annual Meeting
is required for approval of this proposal.

The Board unanimously recommends a vote AGAINST thapproval of the Stockholder Proposal.

OTHER MATTERS

It is not anticipated that any matters other thasé described in this Proxy Statement will be ghbiefore the Annual Meeting. If any
other matters are presented, however, it is tlemfitn of the persons named in the proxy to vatepifoxy in accordance with the discretior
the persons named in the proxy.

FUTURE STOCKHOLDER PROPOSALS

A stockholder who would like to have a proposalsidared for inclusion in our 2008 Proxy Statemenstsubmit the proposal so tha
is received by us no later than December XXX, 2@¥turities and Exchange Commission rules set atdador eligibility and specify the
types of stockholder proposals that may be excldided a proxy statement. Stockholder proposals lshioe addressed to the Secretary,
Level 3 Communications, Inc., 1025 Eldorado Boutdy@8roomfield, Colorado, 80021.

If a stockholder does not submit a proposal folusion in next year's Proxy Statement, but inste@hes to present it directly at the
2008 Annual Meeting of Stockholders, our Byvs require that the stockholder notify us in imgton or before March 25, 2008, but no ea
than February 24, 2008 to be included in our pnmagerial relating to that meeting. Proposals rezbizfter March 25, 2008 will not be voted
on at the annual meeting. In addition, such proposest also include a brief description of the besis to be brought before the annual
meeting, the stockholder’s name and record addiessiumber of shares of our common stock whictoaneed beneficially or of record by
such stockholder, a description of any arrangemanisiderstandings between the stockholder anatmgy person in connection with such
proposal and any material interest of such stoddrah such proposal and a representation thattieikholder intends to appear in person or
by proxy at the Annual Meeting. If the stockholed@shes to nominate one or more persons for eleesoa director, such stockholder’s notice
must comply with additional provisions as set farttour By-laws, including certain information witespect to the persons nominated for
election as directors and any information relatm¢he stockholder that would be required to beldged in a Proxy filing. Any such
proposals should be directed to the Secretary, |Il:@mmunications, Inc., 1025 Eldorado Boulev&ahomfield, Colorado, 80021.
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Annex 1
Audit Committee Report
To the Board of Directors

The Audit Committee reviews Level 3 Communicatidns,’s financial reporting process on behalf of Board of Directors.
Management has the primary responsibility for tharfcial statements and the reporting processcoh®any’s registered public accounting
firm is responsible for expressing an opinion o ¢bnformity of our audited financial statementgémerally accepted accounting principles.
We have reviewed and discussed with managemewgbthpany’s audited financial statements as of anthiyear ended December 31,
2006.

The Audit Committee has reviewed and discusseddhsolidated financial statements with managemeat@MG LLP, the
company’s registered public accounting firm. Mamagat is responsible for the preparation, presantaind integrity of the company’s
financial statements; accounting and financial repg principles; establishing and maintaining tbsare controls and procedures (as defined
in Exchange Act Rule 13a-15(e)); establishing amiéhtaining internal control over financial repogifas defined in Exchange Act Rule 13a-
15(f)); evaluating the effectiveness of disclostmatrols and procedures; evaluating the effectigemd internal control over financial
reporting; and evaluating any change in internakim over financial reporting that has materiafected, or is reasonably likely to
materially affect, internal control over financraporting. KPMG LLP is responsible for performing iadependent audit of the consolidated
financial statements and expressing an opiniormerconformity of those financial statements witbamting principles generally acceptec
the United States of America, as well as expresasmgpinion on (i) management’s assessment offfaetiweness of internal control over
financial reporting and (ii) the effectiveness mteirnal control over financial reporting.

During the course of fiscal 2006, management coraglthe documentation, testing and evaluation @cthmpany’s system of internal
control over financial reporting in response to thguirements set forth in Section 404 of the SagbaOxley Act of 2002 and related
regulations. The Audit Committee was kept apprisitthe progress of the evaluation and provided sigat and advice to management du
the process. In connection with this oversight,Adit Committee received periodic updates providgananagement and KPMG LLP at
each regularly scheduled Audit Committee meetirigh& conclusion of the process, management prduite Audit Committee with and the
Audit Committee reviewed a report on the effecteenof the company’s internal control over finah@gorting. The Audit Committee also
reviewed the report of management contained irctimepany’s Form 10-K for the fiscal year ended Deoen81, 2006 filed with the
Securities and Exchange Commission, as well as KRM®&s Report of Independent Registered Public Ardmg Firm included in the
company’s Form 10-K related to its audit of (i) t@nsolidated financial statements (ii) managensestsessment of the effectiveness of
internal control over financial reporting and (life effectiveness of internal control over finaheceporting. The Audit Committee continues
to oversee the company’s efforts related to itsrimdl control over financial reporting and managetsgreparations for the evaluation in
fiscal 2007.

The Audit Committee has discussed with KPMG LLPriedters required to be discussed by StatementualitiAg Standards No. 61,
Communication with Audit Committees, as amendedhieyAuditing Standards Board of the American tnti of Certified Public
Accountants. The Audit Committee has received awtewed the written disclosures and the letter fkiPMG LLP required by
Independence Standard No. 1, Independence Disasssith Audit Committees, as amended, by the Indéeece Standards Board, and t
discussed with the auditors the auditors’ indeprode
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Based on the reviews and discussions referreddeealthe Audit Committee recommends to the Boarbioéctors that the financial
statements referred to above be included in thgpeoyis Annual Report on Form 10-K for the year ehBecember 31, 2006.

The Audit Committee has also considered whetheptbeision of services by KPMG LLP not related e &audit of the financial
statements referred to above and to the reviewseohterim financial statements included in thenpany’s Forms 10-Q for the quarters
ended March 31, 2006, June 30, 2006 and SepterBb@0B86 is compatible with maintaining KPMG LLPrslependence.

The following table presents fees (excluding expsh$or professional audit services rendered by KPNP for the audit of the Level
annual financial statements for the years ende@ébber 31, 2006, and 2005 and fees billed for atherices rendered by KPMG LLP duri
those periods, which have been approved by thetAanmittee.

2006 2005
Audit Fees(1) $4,492,00( $5,589,00(
Audit-Related Fees(z 599,00( 297,00(
Tax Fees(3 0 17,00
All Other Fees 0 0
Total Fees $5,091,000 $5,903,00(

(1) Audit fees consisted principally of fees for thalawf financial statements, including statutorgas of foreign subsidiaries, audit of
controls over financial reporting and fees relatimgomfort letters and registration statements.

(2) Audit related fees consisted principally of feesdadits of employee benefit plans, agreed-upongatores reports and due diligence
activities.

(3) Tax fees consisted principally of fees for tax edtagion and tax compliance activities.
The Audit Committee:
Robert E. Julian, Chairme John T. Ree Albert C. Yates

For the year ended December 31, 2(
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Annex 2

PROPOSED TEXT OF AMENDMENT
of
RESTATED CERTIFICATE OF INCORPORATION
of
LEVEL 3 COMMUNICATIONS, INC.

ARTICLE IV of the Restated Certificate of Incorptica of the Corporation, filed with the SecretafyState of the State of Delaware on
May 23, 2005, as amended on May 17, 2006, is heaeignded in its entirety to read as follows:

“ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total number of shares of capital stock whigh@orporation shall have the authority to issug 260,000,000 T shares, consisting of
2,250,000,000 t shares of Common Stock, par valle [ger share (the “Common Stockid 10,000,000 shares of Preferred Stock, par:
$.01 per share (“Preferred Stock”).”

ARTICLE V of the Restated Certificate of Incorpaoat of the Corporation, filed with the SecretarySiate of the State of Delaware on
May 23, 2005, as amended on May 17, 2006, is heaetgnded by adding a new Section D to read asifsilo

“D. Upon this Certificate of Amendment to the ResdaCertificate of Incorporation of the Corporatlmcoming effective pursuant to
General Corporation Law of the State of Delawdne (Amendment Effective Time”), everyfive (5), ten (10), fifteen (15) or twenty
(20) shareq of the Corporation’s Common Stock (the “Old Commftock”), issued and outstanding immediately pioathe Amendment
Effective Time, will be automatically reclassified and converted into one share of common stockigbae $.01 per share, of the
Corporation (the “New Common Stock”).

Notwithstanding the immediately preceding sentenodractional shares of New Common Stock shalkbeed to the holders of record
of Old Common Stock in connection with the foregpieclassification of shares of Old Common StooHidu thereof, the aggregate of all
fractional shares otherwise issuable to the holderecord of Old Common Stock shall be issuedNAME OF THIRD PARTY, as agent,
for the accounts of all holders of record of Oldh@oon Stock otherwise entitled to have a fractioa ehare issued to them. The sale of all of
the fractional interests will be effected by thgéat as soon as practicable after the Amendmeattfé Time on the basis of prevailing
market prices of the New Common Stock on the NASDMé@ional Market at the time of sale. After suctesand upon the surrender of the
stockholders’ stock certificates, the transfer agah pay to such holders of record their pro rakeare of the net proceeds derived from the
sale of the fractional interests.

Each stock certificate that, immediately priorite Amendment Effective Time, represented shar€dfCommon Stock shall, from a
after the Amendment Effective Time, automaticaty avithout the necessity of presenting the samexohange, represent that number of
whole shares of New Common Stock into which theeshaf Old Common Stock represented by such aatdishall have been reclassified
(as well as the right to receive cash in lieu of tattional shares of New Common Stock as set faltbve), provided, however, that each
holder of record of a certificate that represersieares of Old Common Stock shall receive, uporesder of such certificate, a new certific
representing the number of whole shares of New Com8tock into which the shares of Old Common Stegkesented by such certificate
shall have been reclassified, as well as any cabléu of fractional shares of New Common Stockvtach such holder may be entitled
pursuant to the immediately preceding paragraph.”

T NOTE: The number of shares authorized will be proportielysadjusted based on the reverse stock spli safiected by the Board of
Directors when effecting the reverse stock split.
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Level(3)

LEVEL 3 COMMUNICATIONS, INC.

ANNUAL MEETING OF STOCKHOLDERS

Thursday, May 24, 2007
9:00 A.M.

The Omni Interlocken Resort
500 Interlocken Blvd.
Broomfield, Colorado 80021

\l Level 3 Communications, Inc.
LMI 3 1025 Eldorado Boulevard
CEMNMUNICEATION]

Broomfield, CO 80021 revocable proxy

This proxy is solicited by the Board of Directors 6r use at the Annual Meeting on May 24, 2007.
The shares of stock you hold in your account wélMoted as you specify on the reverse side.

By signing the proxy, you revoke all prior proxasd appoint Thomas C. Stortz and Neil J. Eckstaid,each of them, with full power of
substitution, to vote your shares on the mattessvahon the reverse side and any other matters whahcome before the Annual Meeting
and all adjournments as described in the Notickmfual Meeting and Proxy Statement dated Aprjl2007, receipt of which is hereby
acknowledged.

The proxies will vote as the Board of Directorsamenends where a choice is not specified.

See reverse for voting instructions.

To be signed on reverse side.




[ |

There are three ways to vote your Proxy COMPANY #

Your telephone or Internet vote authorizes the Name Proxies to vote

your shares in the same manner as if you marked,gied and returned

your proxy card.

VOTE BY PHONE — TOLL FREE — 1-800-560-1965 — QUICK*** EASY *** |MMEDIATE

*  Use any touch-tone telephone to vote your proxii@4rs a day, 7 days a week, until 12:00 p.m. (GTMay 23, 2007.

»  Please have your proxy card and the last foursl@it/our Social Security Number or Tax IdentifioatNumber available. Follow
the simple instructions the voice provides you.

VOTE BY INTERNET — http://www.eproxy.com/lvit/ — QU ICK *** EASY *** |MMEDIATE

» Use the Internet to vote your proxy 24 hours a dagays a week, until 12:00 p.m. (CT) on May 23)20

*  Please have your proxy card and the last foursdit/our Social Security Number or Tax IdentifioatNumber available. Follow
the simple instructions to obtain your records arghte an electronic ballot.

VOTE BY MAIL

*  Mark, sign and date your proxy card and return thie postage-paid envelope we've provided or neituo Level 3
Communications, c/o Shareowner Servigés , P.O.@@&%3, St. Paul, MN 55164-0873.

If you vote by phone or Internet, please do not mayour proxy card.

1.

(Instructions: To withhold authority to vote for any indicated nominee,
write the number(s) of the nominee(s) in the box mvided to the right.)

The Board of Directors Recommends a Vot*FOR” ltems 1, 2 and 3

Election of directors: 01 Walter Scott, Jr. 04 Arun Netravali O Vote FOR O Vote WITHHELD
02 James Q. Crowe 05 John T. Reed all nominees from all nominees
03 Robert E. Julia 06 Michael B. Yanne' (except as marke(

‘!:3" Pleasefold here ‘O"

2.

3.

4.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN, WILL BE VOTE D AS THE BOARD OF
DIRECTORS RECOMMENDS WHERE A CHOICE IS NOT SPECIFIE D.

Address Change? Mark B a Indicate changes belo Date

To approve the granting to the Level 3 Boar®éctors of discretionary authority to amend Ue¥%s O For O Against O Abstain
Restated Certificate of Incorporation to effecemarse stock split at one of four rati

To authorize the transaction of such other lrgsras may properly come before the Annual Meeting O For O Against O Abstain
any adjournments or postponements thel

The Board of Directors Recommends a Vote “AGAINST"the Stockholder Proposal in Item 4.

Stockholder Proposal to eliminate supermajgityvisions in the Level 3 Restated Certificate of O For O Against O Abstain
Incorporation and E-laws.

Signature(s) in Box

Please sign exactly as your name(s) appears oty.Rfdeld in
joint tenancy, all persons must sign. Trustees,iadtrators,
etc., should include title and authority. Corparat should
provide full name of corporation and title of autized officer
signing the proxy
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