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Level (3)

COMHMUNICATIONS

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

April 18, 200"
Dear Stockholder:

You are cordially invited to attend the Annual Magtof Stockholders of Level 3 Communications, Ifftevel 3”) to be held at 9:00 a.r
on May 24, 2007, at The Omni Interlocken Resor€ Berlocken Boulevard, Broomfield, Colorado 80021

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

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

» the approval of the grant to our Board of Directofrsliscretionary authority to amend our restatedificate of incorporation to effect
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 pgyopeme before the Annual Meeting.

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

Information concerning the matters to be considaretivoted upon at the Annual Meeting is containdtie attached Notice of Annual
Meeting and Proxy Statement. It is important thairyshares be represented at the Annual Meetiggratess of the number you hold. To
ensure your representation at the Annual Meeting,are urged to complete, date, sign and retureticsed proxy as promptly as possibli
postage-prepaid envelope is enclosed for that gerpga addition, to ensure your representatioh@®nnual Meeting, you may vote your
shares by (a) calling the toll-free telephone nunih@icated on the proxy card or (b) accessingstherial web site indicated on the proxy card,
each as more fully explained in the telephone atetiet voting instructions. If you attend the AahMeeting, you may vote in person even if
you have previously returned a proxy céPlease 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 meeting.

Sincerely,

oI L._c-l‘h:rv-ax[

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

COMHMUNICATIONS

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 Conmigations, Inc., a Delaware corporation (“Level,3kjll be held at The Omni
Interlocken Resort, 500 Interlocken Boulevard, Bndield, Colorado 80021 at 9:00 a.m. on May 24, 2367 the following purposes:

1. Toreelect three directors as Class | Directorsraptect three directors as Class Il DirectorghefBoard of Directors of Level 3 each for
a one-year term until the 2008 Annual Meeting afc8holders; and

2. To approve the granting to the Level 3 Board ofbiors of discretionary authority to amend Level Bestated Certificate of
Incorporation to effect a reverse stock split & onhfour ratios; and

To consider a stockholder proposal that is desdridrepage 48 of the accompanying proxy statement; a

To authorize the transaction of such other busiaesaay 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 foretermination of the holders of our
common stock entitled to notice of, and to votefs, meeting. Accordingly, only holders of recofd_evel 3 common stock at the close of
business on that date will be entitled to noticarmd to vote at the Annual Meeting and any adjo@minor postponement thereof. As of
May 14, 2007, ten days prior to the Annual Meetmdjst of stockholders entitled to notice of thenial Meeting and that have the right to»
at the Annual Meeting will be available for insgentat the Level 3 Communications, Inc. officesdted] at 1025 Eldorado Boulevard,
Broomfield, Colorado 80021.

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

The proposal to grant to the Board of Directorgidisonary authority to amend the Restated Ceatiéiof Incorporation to effect a reverse
stock split at one of four ratios requires theraffitive vote of a majority of the outstanding sisavéthe Level 3 common stock. The approval
of the stockholder proposal requires the affirmatiote of a majority of the votes cast by holddrsevel 3's common stock present in person
or by proxy at the Annual Meeting. The proposadtithorize the transaction of such other businessagsproperly come before the Annual
Meeting or any adjournments or postponements tfieegaires the affirmative vote of a majority oethiotes cast by holders of Level 3
common stock present in person or by proxy at theual Meeting.

The matters to be considered at the Annual Meetiagnore fully described in the accompanying Pi$tgtement, which forms a part of
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&D PROXY AS PROMPTLY AS POSSIBLE. A POSTAGE-
PREPAID ENVELOPE IS ENCLOSED FOR THAT PURPOSE. IBBITION, 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 ABLETO VOTE IN PERSON AT THE ANNUAL MEETING.

By Order of the Board of Directo

L Dme LH_ELA«W[

Walter Scott, Jr
Dated: April 18, 200° Chairman of the Boar
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COMHMUNICATIONS

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

Proxy Statement
April 18, 2007

2007 ANNUAL MEETING OF STOCKHOLDERS
May 24, 2007

We are furnishing you this Proxy Statement in catioa with the solicitation of proxies on behalftbke Board of Directors of Level 3
Communications, Inc. (“Level 3,” the “company,” “Weus,” or “our”) to be voted at the Annual Meegjrof Stockholders to be held on
Thursday, May 24, 2007, or any adjournment or pmegments thereof. This Proxy Statement, the Natidghnual Meeting, the accompanyi
Proxy and the Annual Report to Stockholders ast Bieing mailed to Stockholders on or about Amil 2007. We sometimes refer to our
Board of Directors as the “Board” and to this doewmtnas the “Proxy Statement.”

VOTING PROCEDURES

Your vote is very important. You can vote the shares of Level 3 common stockateheld directly in your name and not throughryo
brokerage account at the Annual Meeting if youmesent in person or represented by proxy. You reagke your proxy at any time before
the Annual Meeting by delivering written noticedor Secretary, by submitting a proxy bearing arldtge or by appearing in person and
casting a ballot at the Annual Meeting. If we reeea properly executed proxy before voting at tinadal Meeting is closed, the persons
named as the Proxy on the proxy card will votegfaxy in accordance with the directions providedtwat card. If you do not indicate how
your shares are to be voted, your shares will hedvzas recommended by the Board. If you wish te giyproxy to someone other than
persons named on the proxy card, you should craisthe names contained on the proxy card and itlsemame(s) of the person(s) who hold
(s) your proxy. Please note that the person(s)homvyou give your proxy must be present in perddheaAnnual 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 AhMeeting. On that date,
1,526,256,959 shares of our common stock wereandstg and eligible to vote. Each share is entittedne vote on each matter presented at
the Annual Meeting.

How do | vote?

You can vote in person at the Annual Meeting. Al&dively, a stockholder who holds shares of ourmam stock of record and not in
“street name” may vote shares by giving a proxymail, telephone or the Internet. To vote your grox mail, indicate your voting choices,
sign and date your Proxy and return it in the mestpaid envelope provided. You may vote by teleghmnthe Internet by following the
instructions on your Proxy. Your telephone or In&rdelivery 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 sepaiastructions 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 nominee in person at the Annual Meeting.

What shares are represented by the Proxy?

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

If you are an employee who participates in our &pP{an, your Proxy does not include the sharesuoftcommon stock that are
attributable to the units that you hold in the Lle¥&tock Fund as part of the 401(k) Plan. Shaedd by employees through the Level 3 401
(k) Plan are voted by the administrator of the 4DB(an.

How are votes counted?

If you return a signed and dated Proxy but do ndicate how the shares are to be voted, thoseshdtde voted as recommended by
Board. A valid Proxy also authorizes the individuahmed as proxies to vote your shares in theiretisn 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 séawill not be voted on that item. Abstentionsroécounted in determining the number of
shares voted for or against any nominee for Direat@ny other proposal, but will be counted tcedetine whether there is a quorum present.

If you do not provide voting instructions to youoker or nominee at least ten days before the Arnieating, the nominee has discretion
to vote those shares on matters that The NASDAQKStarket has determined are routine. However,rainee cannot vote shares on non-
routine matters without your instructions. Thisagerred to as a “broker non-vote.” Broker non-godee counted in determining whether a
guorum is present.

What vote is required?

In order to have a quorum present at the Annualtidgea majority of our shares of common stock tivat outstanding and entitled to v
at the Annual Meeting must be represented in pessdny proxy. If a quorum is not present, the Arifdaeting will be rescheduled for a later
date.

Directors must be elected by a plurality of theegotast.

The proposal to grant to the Board of Directorgidisonary authority to amend our Restated Ceaiéiof Incorporation to effect a reve
stock split at one of four ratios requires theraffitive vote of a majority of the outstanding slkavéthe Level 3 common stock.

The approval of the stockholder proposal requinesafffirmative vote of a majority of the votes chgtholders of Level 3's common stock
present in person or by proxy at the Annual Meeting

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

For those situations that require an affirmativeeval the holders of a majority of the votes eatitto 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 Serwedigally the vote, which will be certified byrainspector of election who is a Leve
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 maysolicited by our directors and offic
by personal interview, telephone, telegram, fadsimi e-mail. Our directors and officers will neceive additional compensation for this
solicitation but may be reimbursed for out-of-pacéepenses incurred in connection with these dets/i Arrangements may also be made with
brokerage firms and other custodians, nomineediduadiaries to forward solicitation materials teetheneficial owners of shares of our
common stock held of record by these people oititistns, in which case we will reimburse thesekemage firms, custodians, nominees and
fiduciaries for reasonable out-of-pocket expensearred by them in connection with these forwardiagvities. Georgeson Inc. has been
retained to assist in soliciting proxies at a fé810,000 plus distribution costs and other costs @istomary expenses. We may also pay
Georgeson an additional $5,000 if we are successhdliciting proxies to support our positionsthe matters to be considered at the Annual
Meeting. We have also agreed to indemnify and haltnless Georgeson and its stockholders, offickmsctors, employees, agents and
affiliates against any and all claims, costs, dagsafiabilities, judgments and expenses, includmegfees, costs and expenses of counsel
retained by Georgeson, which result from claiméipas, lawsuits, subpoenas, demands or other pdatgebrought against or involving
Georgeson which directly relate to or arise ousebrgeson’s performance of its solicitation serwi(except for costs, damages, liabilities,
judgments or expenses which shall have been detediy a court of law pursuant to a final and ngeatable judgment to have direc
resulted from Georgeson’s gross negligence or fitteal misconduct). In addition the prevailing yashall be entitled to reasonable attorneys’
fees and court costs in any action between théegad enforce the provisions of our agreement Bi#orgeson, including the indemnification
rights contained in the agreement.

Householding of Proxy Materials

Some banks, brokers and other nominee record tsolday be participating in the practice of “housdi” proxy statements and annual
reports. This means that only one copy of this pistatement or the company’s annual report may baea sent to multiple stockholders in
your household. The company will promptly delivesegparate copy of either document to you if youenwor call the company at the followil
address or phone number: Investor Relations, L&@dmmunications, Inc., 1025 Eldorado Boulevaradsnfield, Colorado 80021, tel. 720-
888-1000. If you want to receive separate copigh@tompany’s annual report and proxy statemetitarfuture, or if you are receiving
multiple copies and would like to receive only aopy for your household, you should contact yourkh&roker or other nominee record
holder, or you may contact the company at the alaodeess and phone number.

REELECTION OF DIRECTORS PROPOSAL
Background

Our Board currently consists of nine directorsttfg 2006 Annual Meeting of Stockholders, our staditérs voted to declassify our Boi
over several years, permitting all previously eddatlirectors to serve their full three-year terAsa result of the adoption of the proposal to
declassify the Board, the directors elected aRB@6 annual meeting of stockholders were elected fine-year term and are still referred to as
Class lll directors. The directors whose terms expt the 2007 Annual Meeting are still referreéisaClass | Directors. All of the current
Class | directors and Class Il directors are stamébr reelection.




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

Information as to Nominees

The respective ages, positions with Level 3, if,dnsiness experience, directorships in other campand Board committee
memberships, of the nominees for election ares#t below. All information is presented as of Maf9, 2007. Other than James W. Crowe,
none of these directors is our employee.

Class | Directors

Walter Scott, Jr., 75, has been the Chairman oBteaed of the company since September 1979 anckatdi since April 1964. Mr. Scott
has been Chairman Emeritus of Peter Kiewit Song', (“PKS”) since 1998. Mr. Scott is also a direadPKS, Berkshire Hathaway Inc.,
MidAmerican Energy Holdings Company, and Valmordustries, Inc. Mr. Scott is also the Chairman ef Executive Committee of the Board
of Directors.

James Q. Crowe, 57, has been the Chief Executifree®bf the company since August 1997, and a threaf the company since
June 1993. Mr. Crowe was also President of the emypntil February 2000. Mr. Crowe was President @hief Executive Officer of MFS
Communications Company, Inc. (“MFS”) from June 1993une 1997. Mr. Crowe also served as ChairmaneoBoard of WorldCom from
January 1997 until July 1997, and as ChairmaneBtbard of MFS from 1992 through 1996. Mr. Crowals 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 Mrahusierved as Executive Vice
President and Chief Financial Officer of the compavir. Julian is the Chairman of the Audit Comntte

Class Il Directors

Arun Netravali, 60, has been a director of the canypsince April 2003. Prior to that, Mr. Netravafis Chief Scientist for Lucent
Technologies, working with the academic and investirtommunities to identify and implement importaetv networking technologies from
January 2002 to April 2003. Prior to that positidr, Netravali was President of Bell Labs as welLaicent’s Chief Technology Officer and
Chief Network Architect from June 1999 to Januad®2. Bell Labs serves as the research and develdmmganization for Lucent
Technologies. Mr. Netravali is a director of Ag&ystems Inc. Mr. Netravali is a member of the Comspdon Committee.

John T. Reed, 63, has been a director of the coyngiane 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
Omabha, Nebraska, and a member of the Board andrtdmaiof the Audit Committee of Father Flanagan'y8diome located in Boys Town,
Nebraska. Mr. Reed was Chairman of HMG Propertiesreal estate investment banking joint venturglo€arthy Group, Inc. from 20C
until February 2005. Prior to that, he was Chairm&hlcCarthy & Co., the investment banking affiéadf McCarthy Group. Prior to joining
McCarthy Group in 1997, Mr. Reed spent 32 yearb wWithur Andersen LLP. Mr. Reed is the Chairmanhaf Nominating and Governance
Committee and a member of the Audit Committee .




Michael B. Yanney, 73, has been a director of tragany since March 1998. He has served as Chaiofténe Board of The Burlington
Capital Group, LLC (formerly known as America Fi&bmpanies L.L.C.) for over five years. Mr. Yanrago served as President and Chief
Executive Officer of The Burlington Capital Groug,C. Mr. Yanney is the Chairman of the Compensattmmmittee and a member of the
Executive Committee and the Nominating and Govered&@ommittee.

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

Information as to Continuing Directors

The respective ages, positions with Level 3, if,dnysiness experience, directorships in other coiepaand Level 3 Board committee
chairmanships of the remaining members of the L8u&bard are set forth below. All information isepented as of March 19, 2007.

Admiral James O. Ellis, Jr. U.S. Navy (ret.), 58stbeen a director of the company since March 2Bfiéctive May 18, 2005, Admiral
Ellis became the President and Chief Executivec®ffof the Institute of Nuclear Power OperatiomdNIPO, a nonprofit corporation
established by the nuclear utility industry in 1989romote the highest levels of safety and rditghn the operation of nuclear electric
generating plants. Admiral Ellis most recently sghas Commander, U.S. Strategic Command in Omadtaralska, before retiring in
July 2004, after 35 years of service in the U.SnyN#n his naval career, he held numerous commahdgaduate of the U.S. Naval Academy,
he also holds M.S. degrees in Aerospace Engineéongthe Georgia Institute of Technology and inrdwmautical Systems from the Univers
of West Florida. He served as a Naval aviator aad avgraduate of the U.S. Naval Test Pilot Schdiniral Ellis is also a member of the
Board of Directors of Lockheed Martin Corporatitmmarsat PLC and The Burlington Capital Group, LI&@miral Ellis is a member of the
Nominating and Governance Committ

Richard R. Jaros, 55, has been a director ofdhgpany since June 1993 and served as Presiddrg obmpany from 1996 to 1997.
Mr. Jaros served as Executive Vice President ottimepany from 1993 to 1996 and Chief Financial €zffiof the company from 1995 to 19
He also served as President and Chief Operatingedf CalEnergy from 1992 to 1993. Mr. Jaros member of the Compensation
Committee.

Dr. Albert C. Yates, 65, has been a director efdcbmpany 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 ColoradaeSfaiversity System until October 2003,
and is a former member of the board of the Fedeeakrve Board of Kansas City-Denver Branch andbtizeds 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 thatasidhe governance activities of the Board anldideccriteria for determining the
independence of the members of our Board. Thesiehjes are in addition to the requirements of3keurities and Exchange Commission
and The NASDAQ Stock Market. The Guidelines alsdude requirements for the standing committees®Board, responsibilities for Board
members and the annual evaluation of the Boardidtarcommittees’ effectiveness. The Corporate Gumece Guidelines are available on our
website atvww.level3.com At any time that these guidelines are not avéglaim our website, we will provide a copy upon verit request
made to Investor Relations, Level 3 Communicatiéms, 1025 Eldorado Boulevard, Broomfield, Colaya8D021.




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

Independenc

The Board also evaluates the independence of eeattiat in accordance with applicable laws and t&tipns and its Corporate
Governance Guidelines. Based on the recommendattionr Nominating and Governance Committee, ther8bas determined that the
following directors are “independent” as requirgddpplicable laws and regulations, by the listitapngards of The NASDAQ Stock Market
and by the Board’s Corporate Governance Guidelidesies O. Ellis, Jr., Richard R. Jaros, Robertiard, Arun Netravali, John T. Reed,
Michael B. Yanney and Albert C. Yates. The Board aso concluded that the members of each of thiit ADompensation and Nominating
and Governance committees are “independent” inrdecce with these same standards.

Code of Ethics

We adopted a code of ethics that complies wittstaedards mandated by the Sarbanes-Oxley Act &f. Z0@k complete code of ethics is
available on our website atwvw.level3.com At any time that the code of ethics is not avdéson our website, we will provide a copy upon
written request made to Investor Relations, Lev€bBimunications, Inc., 1025 Eldorado Boulevard,dBnéield, Colorado 80021. Any
information that is included in the Level 3 websgeot part of this Proxy Statement. If we amemel¢ode of ethics, or grant any waiver fro
provision of the code of ethics that applies to exgcutive officers or directors, we will publiajsclose such amendment or waiver as reqt
by applicable law, including by posting such ameadtror waiver on our website @tvw.level3.conor by filing a Current Report on Formig-

Stockholder Communications with Directors

A stockholder who wishes to communicate directlyhvthe Board, a committee of the Board or withragiviidual director, regarding
matters related to Level 3 should send the comnatipit to:

Level 3 Communications, Inc.

Board of Directors [or committee name or
director’'s name, as appropriate]

1025 Eldorado Boulevard

Broomfield, Colorado 80021

We will forward all stockholder correspondence alaevel 3 to the Board, committee or individualaditor, as appropriate. Please note the
will not forward communications that are spam, junil and mass mailings, service complaints, serinquiries, new service suggestions,
resumes and other forms of job inquiries, survags, business solicitations or advertisements.

Board of Director’ Meetings

The Board had a total of 17 meetings in 2006. I062@0 director attended less than 75% of the mgetf the Board, and no director
attended less than 75% of the meetings of the cttewsiof which he was a member. Although we ddaee a formal policy, it is expected
that our Board members will attend our annual mesti All of our Board members attended our 2006uahiMeeting of Stockholders.




Section 16(a) Beneficial Ownership Reporting Coerple

To our knowledge, no person that was a directacetive officer or beneficial owner of more thar?d 6f the outstanding shares of our
common stock failed to timely file all reports rémpa under Section 16(a) of the Securities Exchakgenf 1934.

Executive Committee

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

Audit Committee

The Audit Committee is responsible for appointisetting compensation for, and overseeing the wbduoindependent public
accountants. The Audit Committee reviews the sesvfirovided by our independent registered publioaating firm, consults with the
independent registered public accounting firm andews the need for internal auditing procedurestae adequacy of internal controls. The
members of the Audit Committee are Robert E. Jul@mairman), John T. Reed and Albert C. Yates. Bbard has determined that the
members of the Audit Committee are independentiwitie meaning of the listing standards of The NAEDStock Market. The Board has
determined that Mr. Robert E. Julian, Chairmarhef Audit Committee, qualifies as a “financial expes defined by the Securities and
Exchange Commission. In making the determinatio&,Board considered Mr. Julian’s credentials andrfcial background and found that he
was qualified to serve as the “financial expertieTAudit 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 auditramttaudit services performed by the independenligpabcountants in order to assure the
public accountant’s independence. The Audit Congaittas adopted a pre-approval process with regp#w provision of audit and non-audit
services to be performed by KPMG LLP. This pre-apgt process requires the Audit Committee to revéed approve all audit services and
permitted non-audit services to be performed by KIPM.P. Pre-approval fee levels for all service®éoprovided by KPMG LLP are
established annually by the Audit Committee. Aggitvices are subject to specific pre-approval whilditrelated services, tax services anc
other services may be granted pre-approvals with@tified categories. Any proposed services exngetiese levels require specific pre-
approval by the Audit Committee. Additionally, tAedit Committee may delegate either type of prerapal authority to one or more of its
members. A report, for informational purposes onfyany pre-approval decisions made by a single bezrof the Audit Committee is made to
the full Audit Committee on at least a quarterlgisaOne hundred percent of the services that redjpire-approval by the Audit Committee
received that approval.

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

The Audit Committee operates pursuant to a writteerter. 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 as Annex 1.
Compensation Committee

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




contributions, that employees are motivated toeaahpur objectives, that key employees are retaened that such strategy and policies
support our objectives, including the interestswf stockholders. The Compensation Committee gipooaes the salaries, bonuses and other
compensation for all executive officers, and rexdemd recommends to the full Board the compensatidrbenefits for non-employee
directors. The members of the Compensation Comendtte Michael B. Yanney (Chairman), Richard R. dared Arun Netravali. The Board
has determined that the members of the Compensatommittee are independent within the meaning efligting standards of The NASDAQ
Stock Market. The Compensation Committee met séwaes in 2006.

The Compensation Committee operates pursuant ritt@mvcharter. A copy of the Compensation Comreigeharter is available on our
website atvww.level3.com
Compensation Committee Interlocks and Insider guditions

None of the members of the Compensation Commistes iofficer or employee of the company.

Nominating and Governance Committee

The Nominating and Governance Committee providessight and guidance to the Board to ensure tleatdmbership, structure,
policies, and practices of the Board and its cortaad facilitate the effective exercise of the Bogrdle in the governance of the company.
Committee (i) reviews and evaluates the policies anactices with respect to the size, compositimthependence and functioning of the Board
and its committees (ii) reflects those policies prattices in our Corporate Governance Guidelifisand evaluates the qualifications of, and
recommends to the full Board, candidates for edectis directors. The Nominating and Governance Gtesrhas adopted a written charter.
The members of the Nominating and Governance Cowendtre John T. Reed (Chairman), James O. ElliandrMichael B. Yanney. The
Board has determined that the members of the Ndmghand Governance Committee are independentmwiti@d meaning of the listing
standards of The NASDAQ Stock Market. The Nomirgatimd Governance Committee met one time in 2006.

The Nominating and Governance Committee operatesipnot 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, th@minating and Governance Committee considerwiiddals recommended by memb
of the committee, other directors, members of mamant, and stockholders or self-nominated indivgluBhe committee is advised of all
nominations that are submitted to us and determirmegher it will further consider the candidatemgghe criteria described below.

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

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

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

be willing and able to devote sufficient time tdfifuhis/her responsibilities to Level 3 and itooskholders.




After the Nominating and Governance Committee lwespieted its evaluation, it presents its recomm#odao the full Board for its
consideration and approval. In presenting its recemdation, 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 Sec@dtiand Exchange Commission and any
new procedure will be available on our websiteratv.level3.com

Our By-laws require that a stockholder who wisteesdminate an individual for election as a dire@bour Annual Meeting must give us
advance written notice not less than 60 days poitihe anniversary date of the prior year's Anridakting and not more than 90 days prior to
the anniversary date of the prior year’s Annual tifeg in connection with next year's Annual Meetiagd provide specified information.
Stockholders may request a copy of the requirenfents the Secretary, Level 3 Communications, 10025 Eldorado Boulevard, Broomfield,
Colorado 80021.

COMPENSATION DISCUSSION AND ANALYSIS

The following Compensation Discussion and Analggscribes the material elements of compensatioauoexecutive officers identifie
in the Summary Compensation Table whom we refastour Named Executive Officers. The Compensatiom@ittee of the Board or the
Compensation Committee makes all decisions fotdteg direct compensation—that is, the base salogus and stock based long term
incentive awards—of our Named Executive Officems]uding James Q. Crowe, our Chief Executive Offidée Compensation Committee
also makes all award level decisions for the stmaded long term incentive awards of our executifieess who are not Named Executive
Officers.

The day-to-day design and administration of savihgslth, welfare and paid time-off plans and pefiapplicable to our employees in
general are handled by teams of our Human Resquftence and Legal Department employees. The Cosagien Committee (and in cert
cases the entire Board) remains responsible fesiodiundamental changes to these plans and pelititside of the day-to-day requirements
necessary to maintain these plans and policies.

Compensation Philosophy

We believe that our success depends in large pastipability to attract and retain qualified emydes.

As part of our efforts to satisfy the need to attreetain and motivate the individuals who posshesskills necessary to grow our busin
management and our Compensation Committee belesetr compensation programs should reflect oompemsation philosophy. This
philosophy includes the following core beliefs:

« our compensation principles are broad based ardded to be appropriate across the business grdvime all employees with the
opportunity to participate in compensation progrdrased on the value that they help to create;

« our employees should be rewarded fairly and cortipely through a mix of base salary, short and leergn incentives, benefits, career
growth and development opportunities and a workrenment that allows our employees to achieve tesul

« our compensation programs should be flexible irebtd meet the needs of our business and are reslie® appropriate by our
Compensation Committee;

* employee ownership demonstrates an economic gtaiéribusiness 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 heavityeating long-term value which is best measusestck price performance;
e our compensation programs are supported by antifquerformance review and management process; and

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

We believe that short-term financial rewards alareenot sufficient to attract and retain our Nar&&dcutive Officers and that a properly
designed long-term compensation program is a nagessmponent of recruitment and retention of thedeviduals. Our philosophy is to pay
annual cash salary compensation that is competitiekea performance-based cash bonus that in sesee can be above market for individual
and company performance that exceeds the goay ske Compensation Committee. In addition, oumid Executive Officers may, from
time to time, receive additional cash bonus comaims related to that individual’s contributionresults achieved under special initiatives 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 programithtied to stock price performance. We currehtdlye a long-term incentive or LTI
program that provides for two types of equity avgarthe first type of equity vehicle is a stock-ired security referred to as an Outperform
Stock Option or OSO, which is administered underl®95 Stock Plan, as amended. The second typguitieaward is restricted stock units
that vest over a period of years, depending ompé#rtcipant’s continued employment and the termthefspecific grant.

Role of the Executive Office

As stated above, tHeompensation Committee makes all final decisiondHe total direct compensation of our Named Exgeudfficers.
Each year, Mr. Crowe recommends to the Compens&onmittee the annual base salary and any adjustinoen the prior yeas base salar
bonus target and long term incentive awards foh &amed Executive Officer, other than himself. RIrowe is provided analyses that inform
his decision by Mr. Thomas C. Stortz, Executivee/Rresident, Chief Legal Officer and Secretary. $4ortz, as part of his duties, is the senior
executive responsible for human resources mattbrsStortz receives information and analysis frdra Compensation Committee’s outside
consultant and members of the Human Resources Degatr The Compensation Committee can exercigistsetion to modify any
recommendations provided by Mr. Crowe. The Compimis&€ommittee determines Mr. Crowe’s salary anduso

Setting Executive Compensation

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

During the course of 2005, the Compensation Coremigngaged in a review of the compensation progvwdathsan emphasis on the
compensation of our executive officers. This revieas conducted as part of the Compensation Conetsittergoing monitoring of the
effectiveness of our compensation programs incttirg and retaining the executives and employemtahat we believe are needed to operate
our business. The Compensation Committee reviewalyses prepared by teams of our Human Resourtes)de and Legal Department
employees. In addition, as part of its evaluatioocpss, the Compensation Committee engaged Aonu@imigs an outside global human
resources consulting firm, to
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assist the Compensation Committee in both reviewumgcompensation programs with respect to 20022806 decisions and to the determine
a peer group of companies to use as one factomiluating the competitiveness of our compensatiogmams for 2005 and 2006.

In 2005, the Compensation Committee selected a ensgtion peer group of companies that (i) operataii industry, (ii) are of
comparable size in terms of revenues and employe$iii) have comparable market capitalization eaplital structures and comparable re
of market capitalization to employees, market @djziation to revenue and market capitalizationgbincome or net loss. All financial
comparisons were made using year end 2004 infoomadis a result of this process, the Compensatmmi@ittee selected a compensation
group of 35 companies with Level 3's ranking, dfofes:

« 30t percentile for number of employees;
« 64™ percentile for revenue;

e 31t percentile for market capitalization;

« 20t percentile for net income/loss; and

« 95™ percentile for revenue per employee.

In February 2006, as a result of the completiothefacquisition of WilTel Communications, whichmifjcantly increased the size of our
business, including the number of our employees(Qbmpensation Committee, in consultation with Aamsulting, modified the companies
that comprised the compensation peer group.

The Compensation Committee determined, based oretfimw conducted during 2005, that for 2006, the of both outperform stock
options or OSOs and restricted stock units or RBbldd be continued. We believe that a blended kengn incentive equity vehicle that
combines the use of OSOs and RSUs allows us tovguligh several of our compensation philosophy dbjes that are described in detalil
above, including providing an “outperformance” e@rhthrough the OSO grants that is balanced byetfemtion element provided by RSUs.
For 2006, the Compensation Committee determinedtitieaquarterly target number of awards for bott08&nd RSUs would be the same for
the July 1, 2006 and October 1, 2006 award datesf & Named Executive Officer were awarded 1,0@Ds quarterly, that Named Executive
Officer would also receive a total of 1,000 RSUstfee two quarterly awards of RSUs in 2006. Foritaltal information relating to the terms
of both the OSOs and the RSUs, please see thedataided discussion below under the caption26066 Executive Compensation
Components—Stock AwardsThe Compensation Committee concluded to contioueview the effectiveness of our long term irtcen
programs in light of both changing market condii@md the changing complexion of the company’s feode 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 2008,agreeing to acquire a sixth
company during the third quarter of 2006 and tlgaificant increase in the number of our employessilting from these acquisitions, and
(ii) the significant increase in our common stocic@ and enterprise value, the Compensation Comenithdertook 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 inecemtiograms by companies with which we competefacutive and employee talent. We
use our primary compensation peer group as a goéfdr the companies that we compete with for ekge and employee talent. The
Compensation Committee met numerous times durifg 20 review the data gathered and prepared bysteduour Human Resources, Fina
and Legal Department employees. In addition, asgiahe evaluation process, the Compensation Caotaenengaged Frederic W. Cook &
an independent consulting firm, to conduct a reviéwur total executive compensation program, iditlg base salary,
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bonus and long-term incentive compensation forNamed Executive Officers. Frederic W. Cook alsovjzted separate and additional
assistance to the Compensation Committee in coimnmewith the modifications of the structure of durl program that are described in more
detail below. Frederic W. Cook provided the Comjp¢ioss Committee with relevant market data and a#ttves to consider when making
compensation decisions for our Chief Executive €ffiand in reviewing the recommendations being nigdsur Chief Executive Officer and
management for our other Named Executive Officdtls mespect to awards under our LTI program. Tii8&review formed the basis for the
compensation decisions we made for 2007.

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

The following companies are included in our primegynpensation 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 Ini VeriSign, Inc.

Sabre Holdings Corporatic Tellabs, Inc. Xilinx, Inc.

The following companies are included in our secopndampensation 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, In¢ United States Cellular Corporati
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With respect to compensation program design dewssidfecting our Named Executive Officers thateffective for 2007, the
Compensation Committee used as a guideline a cisopasf each element of total compensation agaimstmary and secondary peer group
of publicly traded and privately held technologyammmunications companies.

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

« our 2005 revenues were the seventh highest;

+ our 2005 net income was the 5  highest, as albbatof the other companies in this peer group lpasitive net income;
« our year end 2005 number of employees wag 12 &ighe

« our market capitalization as of August 31, 2006 Whas16" highest; and

» our enterprise value also at August 31, 2006 wasiphest.

Because of the large variance in size among thgaais comprising the primary compensation pear@rim consultation with Frederic
W. Cook, we used a statistical technique to adhestompensation data for differences in compangmees in an effort to provide comparable
data for our analysis. The technical term of tlatistical technique that we used is regressionyaigalThis adjusted value was used as the basi:
of comparison of compensation between us and tihpanies in the primary compensation peer group.

Summary

Overall, for 2006, the base salaries we paid toNamed Executive Officers were at the median le¥@lur primary compensation peer
group. Variations generally relate to the experelevel of the individual and market factors. Onalgsis indicated that for our Named
Executive Officers our 2006 total target direct gamsation (including equity compensation) is atlgethat are between the median and the
75th percentile of compensation actually paid toilsirly situated executives of the companies cosipgi the primary compensation peer gr
in fiscal year 2005 and below the median for congemnomprising our secondary compensation peeipgrou

A significant percentage of total compensationdior Named Executive Officers is allocated to boang equity compensation as a result
of the philosophy and objectives described above.d&/not have a preestablished policy or targethf@rallocation between either cash and
non-cash or short-term and long-term incentive cemsgtion. Rather, the Compensation Committee revief@rmation provided by
Messrs. Crowe and Stortz as well as Mr. Kevin Haa, our President and Chief Operating Officer BindSunit S. Patel, our Group Vice
President and Chief Financial Officer, as welltess¢committee’s outside consultant, to determineafipgopriate level and mix of base and
incentive compensation. We also incorporate fléitybinto our compensation programs and the assessprocess to respond to and adjust for
the evolving business environment. Income from Iscemd equity compensation is realized as a refoliroperformance or the individual's
performance against established goals and objsctiémately, 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 simultaneousdfill fone or more of our compensation philosophyeaives.

Our base salary and bonus decisions are designmeavémd annual achievements and be commensurdteéheitexecutive’s scope of
responsibilities, demonstrated leadership abiligesl management experience and effectivenesot®err elements of compensation focus on
motivating and challenging the executive to achigweerior, longer-term, sustained results.

Base Salary

We provide our Named Executive Officers with baslary to compensate them for services rendereagltine year. These base salaries
are based on experience, skills, job responsé#sligéind 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 usingp fime to time. Salary levels are
typically considered annually as part of our parfance review process as well as upon a promotiather change in job responsibility. The
Compensation Committee makes reasoned subjectigentiaations as to merit based increases to salfotehe Named Executive Officers
based on an assessment of each individual's peafocenduring the prior year.

In February of 2006, the Compensation Committe@&resd and adjusted the base salaries for our Nd&iredutive Officers. Mr. Crowe’
2006 base salary was adjusted after reviewingdrigpensation history as well as the base salaryddéoechief executive officers at our peer
companies that were in effect at the time, afterabmposition of that peer group was modified folteg the completion of the WilTel
Communications acquisition. The base salariesi®wother Named Executive Officers for 2006 wereedash recommendations by Mr. Croy
In making his recommendations for the other Nameegkchtive Officers, Mr. Crowe considered:

« each executive officer’s individual performance axgected future contributions;
» the survey data of our compensation peer group; and
« a comparison of the base salaries of the execaffieers who report directly to Mr. Crowe to ensimeernal equity.

The Compensation Committee determined that the $rladies for the Named Executive Officers wasWelte median range of base
salaries for our peer group. In addition, the Congpgion Committee noted that Mr. Crowe had notivecka base salary increase since 2003
and had received only a 2.6% increase in baseydatan 2002 to 2003. As a result, Mr. Crowe recomdez, and the Compensation
Committee approved, base salary increases foraddessrs. O’Hara, Miller, Stortz and Patel rangirgm 29% to 49%. For Mr. Crowe, the
Compensation Committee determined to increase Miw€'s base salary by 100%, from $375,000 to $78D,The Compensation Committee
noted that even at this increased level, Mr. Cravisse salary was still at the low end of the cditiyerange of base salaries for chief
executive officers at our peer group. While sonaiviiual base salaries are above median to redigetrticular individual's role, current base
salaries are, in the aggregate, at the competitedian of 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 finalnaial business goals. Although
each executive officer is eligible to receive araedwnder 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, intlaf all relevant factors after completion of fiecal year.

In the first quarter of 2006, our Compensation Cattaa determined the business objectives for tl2ibnus program. These included
certain financial and strategic goals. Bonus payangets were also set. 2006 bonuses did not henieimum payout or maximum cap, but
rather a range of expected payouts that would lemelative to the performance achieved. The recenad®d range of payouts was set at low,
target and high levels and were influenced by nmtatkéa reflecting our primary peer group. Althogials and targets were set, actual payout
is determined by the Compensation Committee takit@yaccount unbudgeted or unanticipated activiigsh as mergers, acquisitions,
divestitures and capital markets activities, priwgimarket and economic conditions and individoatformance. Where individual
performance is above the targeted level of perfacaathe Compensation Committee may elect to awédahus above the range of expected
payouts. Performance goals are generally assigmezigihting which is not absolute in its applicatibut serves as a guideline to inform the
Compensation Committee’s determination of the baward level. Ultimately, the Compensation Comreittetains full discretion to adjust
bonus payouts to prevent inappropriate resultsngakto account the overall context of our resstisghat bonuses are neither too low nor too
high.

Using the design principles described above forexacutive bonus program, the Compensation Comersieé the following 2006 goals
and objectives for the executive bonus program.esofiwhich were given more significant weightingrnhothers:

« Manage our mature services for maximum cash flBwrformance against this goal is measured byeardmation of whether we met
or exceeded revenue and gross margin targets f@ier Communications Services, which includesmanaged modem and related
reciprocal compensation and legacy managed |IPcgebuisiness;

« Appropriately increase revenue from Core Commuincat Services Performance against this goal is measured byeardaation of
whether we met or exceeded revenue and gross ntargits for Core Communications Services, whickuihes transport and
infrastructure, IP and data services, voice andwi@nd advertising distribution services;

» Effectively manage WilTel acquisition integratiactigities. 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 bygsesament of employee turnover
rate and employee satisfaction;

» Meet overall 2006 financial goaldPerformance against this goal is measured adaifgteted financial objectives; and

« Undertake other strategic actions as appropriateluding capital markets and merger and acquisitativities. Performance against
this goal is based on an assessment of the vatledad the company as well as the level of OIBDAuied in merger and acquisition
transactions, and improvements in credit profild halance sheet improvements with respect to tbenaglishments in the capital
markets. With respect to this objective, the Conspion Committee acknowledged that, depending tpetevel of activities during
the year, this objective could be a significantdain determining overall 2006 bonus payouts.
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The Compensation Committee determined what theategdevel of performance would be for each of ¢helsjectives where that
determination was practicable. This expected le¥glerformance was one guideline used to determipa&yout under the bonus program.

The target levels for 2006 are considered confidgrihe disclosure of which would cause competitiarm to us. The Compensation
Committee believes that the target level of perfamoe for the objectives in any given year shouldbeoeasily achievable, and typically would
not be achieved all of the time. As for obtainihg higher level or greater payout, the Compens&mmmittee believes that this level would
typically be achieved less often than the targetllef performance. However, the Compensation Cdtemiecognizes that the likelihood of
achievement of either level of payout in any giyear may be different, and believes that the pagbatild be appropriate for the performance,
regardless of how often it may happen.

In determining Mr. Crowes bonus compensation for 2006, the Compensatiom@ibee considered his performance against the g
described above. These results included the fotigutems.

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

exceeded 2006 budget targets

Gross margin percentage for our mature serviceseslad budget
target

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

Core Communications Services Core services gross margin exceeded the 2006 btafget
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 targeed on higher
than budgeted cost savings offsetting lower thgreeted revenue

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

The Compensation Committee also expanded its dnalf/she
performance against this objective to include théus of integratio
efforts for the companies that we acquired duri@@&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 exceethed?2006
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 tharR8@6 budget
target

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

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 $3.306dbi|l consisting
of approximately $1.621 billion of cash consideyatand
approximately 354 million shares of Level 3 comnstock

Acquired companies provided incremental AdjusteBIA of
approximately $375 million.

Capital Markets Transactions:

The company engaged in ten capital markets reted@dactions
during 2006. Total gross proceeds raised was appetgly $2.853
billion

Change in total consolidated debt:

12/31/2005 - $6.023 billion

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

12/31/2005 - $416 million

12/31/2006 - $495 million

2007 Estimate - $500 million

Improvement in borrowing capacit

In March 2006, Level 3 was able to issue senioesatith a fixed
rate of interest of 12.25%, but was able to isaméas notes with th
same level of seniority in December 2006 at a fisatd of interest
of 8.75%, and was able to lower its senior secuaredit agreement
interest rate from LIBOR plus 700 bps to LIBOR pB89 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 tltaitiaal component of our compensation philosophiiaving the ability
to provide appropriate incentives to employeesuyhoa long term incentive program that is tiedttk price performance. We currently have
a long-term incentive (LTI) program that provides fwo types of equity awards. The first type ofikgaward is a stock-indexed security
referred to as an Outperform Stock Option, or OBRich is administered under our 1995 Stock Plammasnded. The second type of equity
award is restricted stock units, or RSUs, that vest a period of years, depending on the partitipaontinued employment and the terms of
the specific grant, which is also administered uride 1995 Stock Plan, as amended. We believeathinded equity vehicle of OSOs and
RSUs allows us to accomplish several objectivesduding providing an “outperformance” element thygbihe OSO grants that is balanced by
the retention element provided by RSUs.

0OSO0s. OSOs are currently designed to provide recigiefithe awards with the incentive to maximize ktmtder value and to reward
recipient employees only when the price of our camrstock outperforms the S&P 500® Index betweerdtte of grant and the date that the
OSO is exercised or is settled. For OSOs grant@@@6, the OSOs generally have a four-year lifeaesd 50% at the end of the first year after
grant, with the remaining 50% vesting in four eqyadrterly installments so that the OSOs are fudisted by the end of the second year after
grant.

0OSOs have an initial strike price that is equah®closing market price of our common stock onttading day immediately prior to the
date of grant. This initial strike price is refedr® as the “Initial Price.For those OSOs granted in 2006, when an emplogetsdb exercise :
0OSO, the Initial Price is adjusted upward or dowrdraas of the date of that exercise—by a percerttaafds equal to the aggregate
percentage increase or decrease in the S&P 500&X lowkr the period beginning on the date of gradtending on the trading day
immediately preceding the date of exercise of t&&OThe Initial Price, however, can not be adjusteldw the closing price of our common
stock on the day that the OSO was granted.

Since a core belief of our compensation philosaphy have employees share appropriately with tagksiolders in the value that the
employees’ efforts create, the value of all OSOkindrease as the price of our common stock iregeaelative to the performance of the
S&P® 500 Index over time. This increase in valuattsbutable in part to the use of a “success ipligt.”

The mechanism for determining the value of an iitlial OSO award are described below:

The Initial Price, as determined on the day priothie OSO grant date, is adjusted over time (thdjiidted Strike Price”) until the exercise
date. The adjustment is an amount equal to theeptage appreciation or depreciation in the valubefS&P 500® Index from the date of
grant to the date of exercise. The value of the @f8€ases for increasing levels of outperforma@®0s have a multiplier range from zero to
four depending upon the performance of our comntockselative to the S&P 500® Index as shown inftiilowing table.

If Level 3 Stock Then the Pre-multiplier
Outperforms the S&P Gain Is Multiplied by a
50C® Index hy: 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 premultiplier gain is our common stock price minus #djusted Strike Price on the date of exerciséerdettlement date, as the ¢
may be.

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

Grant Decisions for 2006. We grant OSOs and RSUs to our Named Executifiegd$ based upon prior performance, the importarice
retaining their services and the potential forttipeirformance to help us attain our long-term goalghe beginning of each year, each Named
Executive Officer receives a fixed target numberntfeir awards of OSOs. This fixed number is themdeéd by four, and that amount of OSOs
is the target for each quarterly award of OSOsrd&lgeno adjustment in the number of RSUs granéeseth on the individual's performance.
The fixed target number of RSUs and OSOs is detexthbased upon the individual’s job position, resuilities and prior performance. The
target number of OSOs is equal to the target nurmbBISUs. These fixed target amounts are alsoenffed by competitive compensation d
assistance from the Compensation Committee’s ctargwdnd the discretion of the Compensation Coremitt

2007 Modifications. Our 1995 Stock Plan, as amended, affords ourgeosation Committee flexibility to use a varietynoéans to
provide the appropriate incentives as part of g liemm compensation program. During the courséd062the Compensation Committee
engaged in a comprehensive review of our LTI progas part of its review of our executive compeisagtirogram. The Compensation
Committee determined to conduct this comprehengiview for the reasons discussed above. The Corapjens<Committee met numerous
times during 2006 to review the evaluation andgsiglprepared by teams of our Human Resourcesnéénand Legal Department employees
regarding modifications to the LTI program. In &tlth, as part of its evaluation process, the Comatton Committee engaged Frederic W.
Cook & Co. to provide assistance to the Compensa@iommittee in connection with the modificationsoof LTI program.

The 2006 comprehensive review of our LTI prograoiuided a review of not just the features of eqaitsards (OSOs and RSUs) that we
currently use, but also other types of award imsemts, other possible design features, and cuimagtterm incentive trends in the marketpl,
The Compensation Committee also considered thdtsexfuan employee survey that had been conduetgarding our LTI program, which
indicated in part that employees with lower leadd fesponsibilities generally valued RSUs more Ilyi¢inan OSOs. During this review, the
Compensation Committee was particularly interesieslaluating: methods for determining the sizamfinnual award pool for LTI program
awards, as well as how the committee would detezrimidividual award levels; which employees showddceligible for participation in the LTI
program and the feasibility of maintaining a braeaged LTI program across the entire organizatiomyesting schedule and exercise perio
an OSO; and design changes to make the LTI progesier for our employees and investors to valueuad@rstand.

As a result of the 2006 review, we have made chatmthe terms of the OSOs, but not the mechanicddtermining the value of an O!
on the date of settlement. Beginning in April 20818 OSOs will have a three-year life and will v&80% on the third anniversary of the date
of the award and will fully settle on that date otmer words, recipients of these OSOs will notibke to voluntarily exercise the OSOs as they
will settle automatically with value on the thirdraversary of the date of the award or expire withaalue on that date. This type of instrument
is sometimes referred to as a “European style ngtids mentioned above, the same mechanics forO&iations for awards made prior to
April 2007 will be used for the post-April 2007 OS@xcept that all calculations will be completee éime on the settlement date. The
Compensation Committee felt that this change pexvia potentially longer holding
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period and a better alignment of our LTI prograrthvthe interests of our stockholders. In addititve, Compensation Committee believes that
with these modifications the program may be mosglyanderstood and valued by both our employeeésiarestors.

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

We have also modified the LTI program with regaravho is eligible to receive OSOs and who is el@tio receive RSUs. Beginning in
April 2007, all of our employees are eligible teeese RSU awards, but only certain employees, diolyall of our Named Executive Officers,
are eligible to receive awards of OSOs. This typeligibility requirement is consistent with thestats of the employee survey as well as
competitive information provided to the Compensat@ommittee by Frederic W. Cook. At the beginnifigach year, each employee will
receive a fixed target amount of RSUs and, if bligia fixed target amount of OSOs. These fixedart®are set for the year, and are then
divided by four in the case of RSUs and by 12 wtspect to OSOs to determine the number actuallyded to the employee quarterly or
monthly, as the case may be. These fixed amouatsaradjusted during the year based on the indatisl performance. However, the
Compensation Committee reserves the right to makages to this program—including the fixed targebants—as conditions in the market
or our business require. The first award of OSQ&gril 2007 will represent a total amount of fouonhs of awards as the effective date of the
change in the program structure was January 1,.2007

To determine the annual LTI program award pool,Goenpensation Committee adopted, as a guidelieeShareholder Value Transfer
methodology, which targets aggregate annual gtzaged on the date of determination fair value psreentage of the issuer’s market
capitalization. The award level for each Named Hxige Officer was determined by the Compensatiom@®ittee using as a guideline
competitive data from both the primary compensagieer group, as well as the individigjob position, responsibilities and prior performoe.

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

Timing of Awards. We have awarded OSOs on fixed grant dates, analward RSUs generally also on fixed grant datesetftain case:
new employees receive a grant of RSUs effectivendpeir actual employment with us, but those newplegees who are eligible to receive
OSOs do not receive OSO awards until the next eegward date after their date of hire. In additisa do not coordinate grants of these
awards so that they are made before announceméntarbible information, or after announcement dawuorable information. All awards to
Named Executive Officers require the direct appfrofehe Compensation Committee. Since 1998, OS@=wranted on a fixed quarte
basis, and beginning April 2007, OSOs are granted fixed monthly basis on the first day of the o he initial strike price for all OSOs is
the prior trading day’s closing price of our commatack on the NASDAQ Global Select Market. Begimndanuary 1, 2007, RSUs are granted
on a fixed quarterly basis on the first day of JaguApril, July and October, with the first awardder the modified program being made on
April 1, 2007 representing awards for both Jandarg007 and April 1, 2007. Prior to April 2007, RSWere granted on fixed dates of April 1,
2005 (which was a special one-time retention aw@ckrtain employees and a special interim graatitemployees), July 1, 2005 (for an
annual award), July 1, 2006 (for a quarterly awartj October 1, 2006 (for a quarterly award). Awarflboth OSOs and RSUs were
suspended after October 1, 2006 in anticipatiohefrestructuring of the LTI program for 2007. Ltatgets for new hires are determined at the
time of their joining the company.
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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 ofrobniWe adopted the so-called “singkeiyger treatment for equity vehicles for the foliog
reasons:

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

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

» Single trigger vesting provides employees withshme opportunities as stockholders, who are freeltaheir equity at the time
of the change in control event and thereby redlirevalue created at the time of the transaction.

* The employing company that made the original eogiignt will no longer exist after a change in contmd employees should r
be required to have the fate of their outstandipgjtg tied to the new company’s future success.

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

« To support the compelling business need to retaynemployees during uncertain times.

» A single trigger on equity vesting can be a powladtention device during change in control disauss, especially for more
senior executives where equity represents a stgmifiportion of their total pay package.

In addition, we will provide grosaps for our employees from any taxes due undelid@e4999 of the Internal Revenue Code of 1986.
effects of Section 4999 generally are unpredictabié can have widely divergent and unexpected tsffeacsed on an executive’s personal
compensation history. In addition, as it is undertd the time an employee joins the company whdibeor she will be affected by
Section 4999 at the time of a change of controltartovide an equal level of benefit across indlisls without regard to the effect of the
excise tax, we determined that the potential fatiSe 4999 gross up payments are appropriate faf alur employees.

Modifications Generally. From time to time, our Compensation Committeg@ates the structure of our LTI programs. Our
Compensation Committee from time to time may makelifications to these programs to reflect the claggeeds related to attracting,
retaining and motivating our Named Executive Offic& hese changes may be based, in part, on n@kditions and the LTI program of
competitors. As new LTI instruments are frequedtlyeloped and since the tax and accounting treatafiemrious instruments are subject to
change over time, management and the Compensabiomn@tee regularly review our compensation progrémgetermine whether these
programs are accomplishing our goals in the mostt-effective manner.

Determination of Bonus and Stock Awards for 2006

The Compensation Committee, as well as the fullr@ad Directors, continues to be satisfied with [@rowe’s leadership of the company
and his performance during 2006. The Compensatammiittee believes that 2006 was a significant ye&erms of operational, financial and
strategic achievements, and felt that the Named ke Officers should be compensated accordir@dged on the successes described al
the Committee approved the payment of a bonus tdvrwe consisting of $4.0 million in cash and $hillion in RSUs, representing 1575
restricted stock units, the restrictions on whidh lapse in equal installments over three years afparticipant in the company’s LTI program,
Mr. Crowe also received a grant of 237,500 RSUsaagrhnt of 475,000 OSOs. Given Mr. Crowe’s siguaifit role in
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leading Level 3 through a very successful yearQbmpensation Committee considers the total renatioer provided to him for 2006 to be
appropriate.

Based on the successes described above, the Cemlitb approved bonuses for 2006 performancestottter Named Executive
Officers as follows.

The Compensation Committee approved the paymeambohus to Mr. Patel consisting of $1,700,000 shcand $300,000 in RSUs,
representing 47,262 restricted stock units, theiotiens on which will lapse in equal installmemiger 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 OSOs@@006.

The Compensation Committee approved the paymeambohus to Mr. O’Hara consisting of $2,500,000aslcand $500,000 in RSUSs,
representing 78,768 restricted stock units, theiotiens on which will lapse in equal installmemiger 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@sgl2006.

The Compensation Committee approved the paymeambohus to Mr. Miller consisting of $1,700,000 asb and $300,000 in RSUs,
representing 47,262 restricted stock units, theiotisns on which will lapse in equal installmeiiger 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 OSOiagl@006.

The Compensation Committee approved the paymeambohus to Mr. Stortz consisting of $1,875,000dslcand $375,000 in RSUs,
representing 59,076 restricted stock units, theictisns 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 OSCOisg@006.

During 2006, Mr. Keith R. Coogan’s compensation wesrmined based upon a recommendation from MteiMivhich was reviewed
with our Compensation Committee. Based upon thispaance of our Software Spectrum subsidiary, Mro@an received a discretionary c
bonus of $364,727. In addition to Mr. Coogan'’s beslary and discretionary bonus, Mr. Coogan reckadgitional bonuses pursuant to the
terms of his Special Retention Bonus Agreementdi&ebruary 28, 2006. Software Spectrum enteredliid agreement as an incentive to
Mr. Coogan to remain as the chief executive offaeBoftware Spectrum as we pursued the possil#eo$his subsidiary. The Special
Retention Bonus Agreement provided for Mr. Coogareteive a fixed retention bonus of $1.0 million 2006, in equal quarterly installmer
Mr. Coogan received $500,000 under this agreenvémt o the sale of Software Spectrum in the tlgjudirter 2006. In addition, to the extent
that we sold our Software Spectrum, Inc. subsidihy Coogan would receive a “sale bonus” based @ormula equal to 1% of the amount of
the proceeds received by us upon the sale of St®pectrum, minus 75% of the total amount of tdeo quarterly retention bonus payments
made to Mr. Coogan during 2006. At the time thatageeed to sell Software Spectrum to Insight Emieep, Inc., Mr. Coogan agreed with us
that the amount of this sale bonus would equal42#0. Mr. Coogan also received a grant of 75R32s and a grant of 72,468 OSOs du
2006.

Of the amount of OSOs granted in 2006, 16% wastgdato the Named Executive Officers, and the baamas 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@0&tal of 3,528 employees received OSOs and Zh#floyees received RSUs.

Other Compensatory Benefits

As salaried, U.S.-based employees, the Named Exeddfficers participate in a variety of health amelfare and paid time-off benefits
designed to enable us to attract and retain oukfenare in a competitive marketplace. Health andfarel and paid time-off benefits help ensure
that we have a productive and focused workforoeudin reliable and competitive health and other fisne
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Perquisites

We limit the perquisites that we make availablewo Named Executive Officers. With the exceptionhef personal use of our corporate
aircraft—which is discussed below—our Named Exemubfficers are entitled to no benefits that areatberwise available to all of our
employees. In this regard it should be noted tlatle not provide pension arrangements, petitement health coverage, or similar benefit:
our Named Executive Officers or other employees.

We provide our Named Executive Officers personalafsour corporate aircraft because we believetthatbenefit generally allows our
executives to work more efficiently. We believettheoviding this benefit reaches or strikes therappate balance since the executives that
use our corporate aircraft solely for personalagee 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. Federal
Aviation Administration regulations for personakusf corporate aircraft. The rate used for 2006 wiislly $1,250 per hour, but was raisec
$1,500 per hour of use in September 2006. We redeavtotal payment in the amount of $167,468.96 fidr. Crowe under his agreement for
the period January 1, 2006 to December 31, 20@badntal payment in the amount of $94,105.58 fMmO’Hara under his agreement for
same period.

We note that when a guest accompanies a memberr geaior management on business travel, we imggitlecome the cost of that
additional travel to that executive. To calculdte amount of imputed income, we use the InternakERee Service’s Standard Industry Fare
Level, or SIFL, rates. For 2006, Mr. Crowe had $1B, of imputed income and Mr. O’Hara had $27,12kngfuted income. However, for
2006, amounts reported as a perquisite in the suynosnpensation table below are all calculatedhatrate per hour of use under the Aircraft
Time-Share Agreement indicated above.

Post-Employment Compensation

Pension Benefits. We do not provide pension arrangements or poseraént health coverage for our Named Executivec®f§. Our
Named Executive Officers are eligible to particgpat our 401(k) plan. We provide a matching conftidn 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 endeddénber 31, 2006, the Compensation Committee plsmaed a discretionary grant of 3% of
eligible compensation to qualifying employees, udihg all of the Named Executive Officers, whicldeposited in their 401(k) share accounts
in the form of units in the Level 3 Stock Fund. Tlevel 3 Stock Fund is the mechanism that is ueedlével 3 to make employer matching
and other contributions to employees, includingNlaened Executive Officers, through the Level 3 &) plan. Our Named Executive Officers
are not able to purchase units in the Level 3 Skagkd. As all of our Named Executive Officers havere than three years of service with us,
each of the Named Executive Officers are fully gdsh the units of the Level 3 Stock Fund in thd (k) plan accounts.

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

Prior to 2007, the Compensation Committee adoptétietines for ownership of our common stock for tYhiee Chairman, the Chief
Executive Officer, the Chief Operating Officer, tReesident, the Chief
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Financial Officer and the Executive Vice Presideiitsese guidelines are based on a dollar valueioé@mmon stock. The following table
summarizes these guidelines.

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

The Compensation Committee reviews these guidefihk=ast annually, and may update or modify thased on a variety of factors
including the composition of our senior managenteain and stock market conditions. Stock held byintidual, his or her spouse and
minor children, along with shares of our commorcktoeld in the individual's 401(k) Plan account amdrusts for the benefit of these
individuals, will be included for purposes of detéming the individual's satisfaction of the owneipshuidelines. For 2007 the Compensation
Committee modified the guidelines to require a muin number of shares of our common stock to be, hefder than a specified dollar value.
The changes to these guidelines effective for 20@7as 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 thatgycdmestricted stock or restricted stock unitd wiit be made to assist individuals in
meeting the ownership guidelines. In addition, @menpensation Committee has concluded not to fordiwiduals to make either private or
open market purchases of our common stock to rheatwnership guidelines. Rather, the Compensat@nrittee has concluded that after a
period of 5 years, that until such time as thevirtlial is in compliance with these guidelines, 268the shares of our common stock issuable
upon any OSO exercise or restricted stock unittgtaat has vested should be held by the individu#he form of shares of our common stock
until such time as the guideline has been met.fath@e of an individual to make a good faith effty meet the guidelines in a timely manner
and to maintain their compliance with the guidedimgll be a significant factor in the Compensati@mmmittee’s and senior management’s
determinations of the individual’'s future bonus pents and long-term incentive compensation awards.

Potential Impact on Compensation from Executivechtisiuct

If our Board determines that an executive offices bngaged in fraudulent or intentional miscondhetBoard would take action to
remedy the misconduct, prevent its recurrencejrapdse such discipline on the wrongdoers as woeldgpropriate. Discipline would vary
depending on the facts and circumstances, and mehydie, without limit, (1) termination of employntefR) initiating an action for breach of
fiduciary duty, and (3) if the misconduct resultedh significant restatement of the company’s firiahresults, seeking reimbursement of any
compensation paid or awarded to the executiveistgreater than what would have been paid or awdkifd=lculated based on the restated
financial results. These remedies would be in #&dio, 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 consider#tietax deductibility limitation of Section 162(rof) the Internal Revenue Code of
1986, or the Code, when making compensation derssio
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for the company’s Named Executive Officers. Gengr&lection 162(m) limits the amount of compengatizat a public company can deduct
for federal income tax purposes to the extentttitcompensation is greater than $1.0 million amekchot fall within that section’s
exemptions. Our OSO program is intended to meetaeirements for “qualified performance-based cengation” exempt from these
deductibility limitations. However, the Compensati@ommittee does not believe it is advisable tgpadcstrict policy against paying
nondeductible compensation, and may do so in apjptepcircumstances. At the present time, the detetion by the Compensation
Committee of the payment of bonuses to our Namest&ive Officers does not take into account thedaductibility of Section 162(m) of the
Code.

Compensation Committee Report

The Compensation Committee of the Board has rexddive Compensation Discussion and Analysis andidgsxd that analysis with
management. Based on its review and discussiohsmanagement, the committee recommended to ouidBbat the Compensation
Discussion and Analysis be included in the compsifgrm 10-K for the year ended December 31, 2006 company’s Proxy Statement
with respect to the 2007 Annual Meeting of Stockleos. This report is provided by the following ipéadent 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 Office
Kevin J. CHara 200€ $529,2371 $2,500,00( $ 690,16( $1,465,55- $51,62¢ $5,236,56¢
President and COr
Charles C. Miller, llI 200€ $461,731 $1,700,00( $ 545,33¢ $1,031,31¢ $24,98¢ $3,763,37:
Exec. VP & Vice Chairma
Thomas C Stort 200€ $412,88t $1,875,000( $ 431,97¢ $ 904,28 $26,74¢ $3,650,89:
Exec. VP & Chief Lega

Officer

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

CEO Software
Spectrum, Inc.(5

(1) In February 2007, the Compensation Committee avddbdauses payable in restricted stock units, or ®&ldng with the cash bonus
amounts listed in this column. Each of these cashegjuity bonuses were for performance during 2006.RSU bonuses will vest in
three equal installments over three years fronfFttgruary 2007 date of grant and as such, will ip2esed by us ratably during the
vesting period commencing in 2007. Pursuant to 8H€3, disclosure for these RSU bonuses will
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(@)

3)

(4)
(5)

appear along with disclosure of other compensdtiothe Named Executive Officers for our fiscal geeanded December 31, 2007, 2008
and 2009. We will include the SFAS No. 123R, “ShBesed Payment” or SFAS 123R expense of theseggodRSUs 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 $300,B0RSUs, representing 47,262 restricted stock pkits O’'Hara $500,000 in RSUs,
representing 78,768 restricted stock units; Mrld&fi$300,000 in RSUs, representing 47,262 resttisteck units; and Mr. Stortz $375,(
in RSUs, representing 59,076 restricted stock ukits Coogan did not receive this additional eqlignus.

This column represents the dollar amount recogrfi@gefinancial statement reporting purposes wittpext to the 2006 fiscal year for the
fair value of RSUs granted in 2006 as well as tlgys@ted in prior fiscal years. These values haentralculated in accordance with
SFAS 123R using the closing price of our commouglkstin the date of grant. Pursuant to SEC rulesatheunts shown exclude the effect
of estimated forfeitures related to service-basesting conditions. For additional information réigtto the assumptions made by us in
valuing these awards for 2006, refer to note 18wsffinancial statements in our Annual Report omi@0-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 accounting exeefor these awards, and may not correspond tadtul value that will be recognized
by the Named Executive Officers.

This column represents the dollar amount recogrfigefinancial statement reporting purposes witkpet to the 2006 fiscal year for the
fair value of outperform stock options, or OSOsyrged to each of the Named Executive Officers D628 well as those granted in prior
fiscal years. These values have been calculateddordance with SFAS 123R. Pursuant to SEC ruiesamounts shown exclude the
effect of estimated forfeitures related to serdi@sed vesting conditions. For additional informatm the valuation assumptions we m
with respect to the 2006 grants, refer to notefl&uo financial statements in our Annual Reportramm 10-K for the year ended
December 31, 2006, as filed with the SEC. See tfaatS of Plan-Based Awards Table for more inforpratin options granted in 2006.
The amounts in this column reflect our accountingemse for these awards, and may not correspotte tactual value that will be
recognized by the Named Executive Officers.

See the All Other Compensation Table below for thalail 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 offigaior to the sale of our subsidiary.
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All Other Compensation Table

The following table describes each component ofAth®©ther Compensation column in the Summary Congagion Table.

Perquisites Company
and Other Contributions to
Personal
Benefits Savings Plans
Name Year ($)(1) ($)(2) Total ($)
James Q. Crow 200€ 12,61( 21,60( 34,21(
Sunit S. Pate 200€ 0 21,60(C 21,60(C
Kevin J. C Hara 200€ 27,121 24,50z 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 peas use is in conjunction with a
business use of the aircraft. These amounts addition to the amounts that are paid directlytsy éxecutive pursuant to the Aircraft
Time-Share Agreement in place with the executivesfoctly personal use of our aircraft. This agament is described above under the
caption “2006 Executive Compensation Components-gtigites.” The calculation of our incremental cost for perdarsa of our aircral
by these executives is based on the rate that argetour executives under the Aircraft Time-Shagee@ment. This agreement provides
that we will charge the individual the incremertast to operate the aircraft as allowed by Pafahe U.S. Federal Aviation
Administration regulations for personal use of argte aircraft. The rate used for 2006 was initi&fl,250 per hour, but was raised to
$1,500 per hour of use in September 2006. Consigitiéhm this regulation, the rate includes only tliable costs incurred as a result of
personal flight activity, including fuel, oil, lulwmants, and other additives, travel expenses oftée, including food, lodging and ground
transportation, hanger and tie-down costs away fif@aircraft’'s base of operations, insurance abthfor the specific flight, landing
fees, airport taxes and similar assessments, casforeign permit and similar fees directly relatedhe flight, in flight food and
beverages, passenger ground transportation, gid fllanning and weather contract services. Iluebas non-variable costs, such as
exterior paint, interior refurbishment and reguylatheduled inspections, which would have beenrieduregardless of whether there was
any personal use of aircraft.

This column includes company matching contributitmthe Named Executive Officer’'s 401(k) plan aauoas follows: for each of
Messrs. Crowe, Patel, O’Hara, Miller and Stortz $00; and for Mr. Coogan, $8,029. These matchargributions were made to the
named executive’s 401(k) plan account in the fofmnits of the Level 3 Stock Fund.
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Grants of Plan-Based Awards in 200¢

This table provides the following information abaugfuity granted to the Named Executive Officer2@06: (1) the grant date; (2) the
number of shares underlying the RSUs awarded tdl#imeed Executive Officers other than Mr. Coogai {8 number of shares underlying
0OSOs awarded to the Named Executive Officers,h@)itial strike price of the OSOs, which reflettie closing price of our common stock
the date prior to the grant date and (5) the giate fair value of each equity award computed uS#eS 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. Crow 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( $568,441
Sunit S. Pate 1/1/200¢ 38,75(C $2.87 $257,711
4/1/200¢ 38,75( $5.18 $242,80:
7/1/200¢ 38,75( $4.44 $200,20¢
10/1/200¢ 38,75( $5.39 $283,80:
8/11/200¢ 38,75(C $130,85:
11/17/200¢ 38,75( $185,491
Kevin J. C Hara 1/1/200¢ 67,50(C $2.87 $448,91¢
4/1/200¢ 67,50(C $5.18 $422,94¢
7/1/200¢ 67,50( $4.44 $348,74¢
10/1/200¢ 67,50( $5.39 $494,36¢
8/11/200¢ 67,50(C $227,93¢
11/17/200¢ 67,50(C $323,11¢
Charles C. Miller, Il 1/1/200¢ 47,50C $2.87 $315,90¢
4/1/200¢ 47,50(C $5.18 $297,62¢
7/1/200¢ 47,50(C $4.44 $245,41:
10/1/200¢ 47,50(C $5.39 $347,88¢
8/11/200¢ 47,50(C $160,401
11/17/200¢ 47,50(C $227,37¢
Thomas C. Stort 1/1/200¢ 38,75( $2.87 $257,711
4/1/200¢ 38,75( $5.18 $242,80:
7/1/200¢ 38,75( $4.44 $200,20¢
10/1/200¢ 38,75( $5.39 $283,80:
8/11/200¢ 38,75( $130,85:
11/17/200¢ 38,75( $185,491
Keith R. Coogar 4/1/200¢ 32,94( $5.18 $206,39¢
7/1/200¢ 39,52¢ $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 oafitst, second, third and fourth anniversariethefdate of grant.

This column shows the number of OSOs granted 6 20@he Named Executive Officers. The number afshissued upon exercise or
settlement of OSOs is subject to increase or deerbased on the relative performance of our conmstamk when compared with the
performance of the S&P 500® Index over the perietieen the date of grant of the OSO and the datestirately preceding the date of
exercise or settlement. OSOs currently outstankawg a success multiplier ranging from zero to flepending upon the performance of
our common stock relative to the S&P 500® Index. dketails on the formula to determine the numbeshafres of our common stock that
is issued upon exercise or settlement of vestedDpl@ase see the discussion under the captior6“B@6cutive Compensation
Components—Stock Awards—OSOsfjove. OSOs awarded in 2006 vest 50% on the firsvarsary of the grant date, and the remai
50% vest in four equal quarterly installments of522 so that the award is fully vested at the entthefsecond year after the grant date.
OSO awards provide for acceleration of vestindiaévent of a change of control as defined in @951Stock Plan, as amended.

0OSOs have an initial exercise price that is equé#hé closing market price of our common stocktenttading day immediately prior to
the date of grant. This exercise price is refeteeds the Initial Price. When an employee elecex&rcise an OSO, the Initial Price is
adjusted upward or downward—as of the date ofdkatcise—by a percentage that is equal to the ggtgepercentage 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 OSO. For details on thenfda to determine the adjustment to the exercige fior OSOs, please see the discus
under the caption “2006 Executive Compensation Gormapts—Stock Awards—OSOs,” above.

This column shows the full grant date fair valueRgUs under SFAS 123R and the full grant datevidine 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 expens
its financial statements over the award’s vestirtgedule. For purposes of the RSUs, fair valuelsutated using the closing price of our
common stock of $3.75 on August 11, 2006 and $6r8BBlovember 17, 2006, respectively. For purposeékeOSOs, the fair value is
calculated using a calculation value factor of $7#g¥ the January 1, 2006 grant, $6.98 for the I¥pr2006 grant, $5.75 for the July 1,
2006 grant and $8.15 for the October 1, 2006 gfottadditional information on the valuation asstions with respect to the 2006
grants, refer to note 15 of our financial stateraémthe Form 10-K for the year ended DecembeRB@6, as filed with the SEC.
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Outstanding Equity Awards at 2006 Fiscal Year Enc

The following table provides information on the mnt holdings of OSOs and RSUs by the Named Exee@ificers. This table includes
unexercised and unvested stock option awards,/esie: unvested OSOs and unvested RSUs. Each gretmwn separately for each Named
Executive Officer. The vesting schedule for eadmgrs shown following this table, based on theravgaant date. For additional information
about the OSO and RSU awards, see the descrigmne under the caption “2006 Executive Compens&immponents—Stock Awards”
above. Please note that a zero included in thencwdwnder Option Awards indicates that the OSOspeizing that specific grant have a zero
dollar value ($0) at December 31, 2006, because@umon stock price had not outperformed the S&B&bMdex 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
#H(1) #H) 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(
7/1/2002 0 0 $9.71 7/1/2007 356,25((c) $1,995,00(

10/1/200: 0 0 $7.74 10/1/200% 118,75((d) $ 665,00(
7/1/200% 202,17: 67,38¢ $2.42 7/1/200¢ 118,75((e) $ 665,00(
10/1/200¢ 154,601 92,76( $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 7/1/201C
10/1/200¢ 0 0 $5.74 10/1/201C

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

7/1/2002 0 0 $9.71 7/1/2007 32,81%(b) $ 183,747
10/1/200: 0 0 $7.74 10/1/200% 150,00((f) $ 840,00(
1/1/200¢ 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(
7/1/2004 38,32( 0 $4.37 7/1/200¢ 38,75((e) $ 217,00(
10/1/200¢ 71,781 0 $3.30 10/1/200¢
1/1/200¢ 50,75( 0 $3.98 1/1/200¢
7/1/200& 65,97 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 7/1/201C
10/1/200¢ 0 0 $5.74 10/1/201(

Kevin J. CHara 9/30/1997 500,00((3) 0 $5.43 9/30/200% 157,544(g) $ 882,24¢
1/1/200¢ 0 0 $7.92 1/1/2007 56,25((b) $ 315,00(
4/1/200z 0 0 $8.65 4/1/2007 225,00((f) $1,260,00(
7/1/200% 0 0 $9.71 7/1/2007 202,50((c) $1,134,00(

10/1/200: 0 0 $7.74 10/1/200% 67,50((d) $ 378,00(
7/1/200% 114,921 38,304 $2.42 7/1/200¢ 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 30,43¢ $4.97 7/1/201C
10/1/200¢ 0 0 $5.74 10/1/201C
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Charles C. Miller, Il 1/1/200: 0 0 $7.92 1/1/2007 157,544g) $ 882,24¢
4/1/200: 0 0 $8.65 4/1/2007% 49,687(b) $ 278,247
7/1/200: 0 0 $9.71 7/1/2007 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 26,95¢ $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 4/1/201(
7/1/200€ 0 21,41¢ $4.97 7/1/201C
10/1/200¢ 0 0 $5.74 10/1/201(
Thomas C. Stort 1/1/200¢ 0 0 $7.92 1/1/2007 78,77%Q) $ 441,12
4/1/200: 0 0 $8.65 4/1/2007% 37,50((b) $ 210,00C
7/1/200 0 0 $9.71 7/1/2007 180,00((f) $1,008,00(
10/1/200% 0 0 $7.74 10/1/200: 116,25((c) $ 651,00C
1/1/200¢ 0 0 $7.29 1/1/200¢ 38,75((d) $ 217,00(
4/1/200¢ 1,492 0 $5.05 4/1/200¢ 38,75((e) $ 217,00C
7/1/2004 43,79% 0 $4.37 7/1/200¢
10/1/200¢ 82,03¢ 0 $3.30 10/1/200¢
1/1/200¢ 58,00( 0 $3.98 1/1/200¢
7/1/200% 65,97: 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 4/1/201(C
7/1/200€ 0 17,472 $4.97 7/1/201C
10/1/200¢ 0 0 $5.74 10/1/201(
Keith R. Coogan(4 0 0 0 $ 0

€))

@

©)
4)

With the exception of the reference to 500,000Mor O’Hara, the number of shares of our commonlistodicated in this column is the result of detetmg the OSO value
at December 31, 2006, and has been computed bpsedhe OSO formula and multiplier as of that datd the closing sale price of our common stockhan date. The
value of an OSO is subject to change based upopdtiermance of our common stock relative to thégremance of the S&P 500® Index from the time of tirant of the
OSO award until the award is exercised. Since #ieevof an OSO depends on the degree to whicha@umon stock outperforms the index, the number afeshissued
upon exercise of a vested OSO will change from tiongme. The 500,000 reference for Mr. O’Hara te$ato a grant of non-qualified stock options eimgoMr. O’Hara to
purchase 500,000 shares of our common stock. Seg3jobelow.

OSOs have an initial strike price that is equah®closing market price of our common stock ontthding day immediately prior to the date of grdfritis initial strike pric
is referred to as the Initial Price. When an empoglects to exercise an OSO, the Initial Pricajasted upward or downward—as of the date ofékatcise—by a
percentage that is equal to the aggregate perceitagease or decrease in the S&P 500® Index dnepériod beginning on the date of grant and endimthe trading day
immediately preceding the date of exercise of t8®0OThe amounts shown in this column represenadjested exercise price for the OSOs as of DeceBihe2006.

Represents non-qualified stock options granted toQ/Hara in 1997. These non-qualified stock opsiame fully vested at December 31, 2006.

Mr. Coogan is no longer an employee of Level 3ror af its subsidiaries, and was not an employeBecember 31, 2006.
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Vesting Information
0OSOs

OSOs vest 50% on the first anniversary of the gdate, and the remaining 50% vest in equal qugriestallments so that the award is fully
vested at the end of the second year after theodldte 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)
(e)
(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 untlfirst trading day on which such trading is petedtunder that policy.

vests 100% on April 1, 2007; provided that if ousider trading policy does not permit the salewof@mmon stock by insiders on that
date, the vesting is automatically delayed untlfirst trading day on which such trading is petedtunder that policy.

vests in equal installments on July 1, 2007, 20@82009.
vests in equal installments on July 1, 2007, 2089 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 vedsirgitomatically delayed until the first tradingydan which such trading is permitted
under that policy.

vests in equal installments on February 21, 20@72808; provided that if our insider trading polidges not permit the sale of our
common stock by insiders on that date, the vessirgitomatically delayed until the first tradingydan which such trading is permitted
under that policy.

Options Exercised and Stock Vested in 2006

The following table provides information, for theaMed Executive Officers, on (1) OSO exercises du2id06, including the number of

shares acquired upon exercise and the value rdaize (2) the number of shares acquired upon tsngeof RSUs and the value realized, in
each case before payment of any applicable withiglidx and broker commissions. Mr. Coogan wastilg Named 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 (#) $) (#) $)
James Q. Crow 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( $154,61:
Kevin J. C Hara 0 $ 0 78,77% $269,40¢
56,25( $292,50(
75,00( $390,00(
67,50( $269,32¢
Charles C. Miller, lII 0 $ 0 78,77% $269,40¢
49,68¢ $258,37¢
55,00( $286,00(
47,50(C $189,52¢
Thomas C. Stort 0 $ 0 39,38 $134,70¢
37,50( $195,00(
60,00( $312,00(
38,75( $154,61:
Keith R. Coogat 25,671 $136,56¢ 23,907 $124,31¢
3,661 $ 19,47¢ 23,907 $ 95,38¢
5,584 $ 29,70z 23,907 $123,121
35,08¢ $186,66¢ 21,51¢ $110,80:
3,372 $ 17,93¢
21,191 $112,73¢
1,02€ $ 5,39:
186 $ 974
3,467 $ 18,23:
494 $ 2,59t
11,422 $ 60,17
1,817 $ 9,56¢
12,20¢ $ 64,28t
1,941 $ 10,22¢

Potential Payments Upon Termination

As described in the Compensation Discussion andyAisaabove, the Named Executive Officers do neehemployment, severance or
change of control agreements with us. The inforomaltielow describes and quantifies certain compemstiat would become payable under
existing plans and arrangements if the Named Ekex@fficer's employment had terminated on Decenr2006, given the Named
Executive Officer's compensation and, if applicalidased on our closing stock price on that dates&tenefits are in addition to benefits
available generally to salaried employees, suatisisbutions under our 401(k) plan, disability leéits and accrued vacation pay. As the
Named Executive Officers do not have severancesageats or other special arrangements in connestiibna possible
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layoff, this presentation does not reflect benefitt may be available in such situations undergamg plans and arrangements that are
available to all salaried employees on a non-disioatory basis.

Due to the number of factors that affect the natume amount of any benefits provided upon the ogeceae of the events discussed below,
any actual amounts paid or distributed may be wiffe Factors that could affect these amounts decthe timing during the year of any such
event, our common stock price and the executivges a

Death, Disability and Retirement.If one of the Named Executive Officers were i@ thecome disabled or retire, any unexercisabl®$
granted would become and remain exercisable Ungietrlier of (i) one year from the date of dedtbability or retirement and (i) the
expiration date of the grant. In addition, any raximg restrictions on awards of RSUs would lapsengdiately. For these purposes, “disability”
generally means total disability, resulting in tirantee being unable to perform his job. At Decen®ie 2006, Messrs. Crowe and Stortz are
the only Named Executive Officers who were eligitleetire pursuant to our retirement policy.

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

The information presented in the following tablg@isvided with respect to OSOs that will becomereisable and RSUs the restrictions
upon which will lapse upon the death or disabitifthe Named Executive Officers. Information widspect to OSOs, or non-qualified stock
options in the case of Mr. O’Hara, that are culyeakercisable is not included as the ability of tlamed Executive Officers to exercise those
instruments is not affected by these events. Tioerimation provided for Messrs. Crowe and Stortz lddae the same information that woulc
presented to show the value of awards upon thiéieneent. OSO value is determined based upon th@ @8chanisms described above as of
December 31, 2006. RSU value is determined baséldeoclosing price of our common stock on Decen3der2006.

0OSOs RSUs Total
James Q. Crow $1,750,52¢ $10,110,48. $11,861,01!
Sunit S. Pate $ 571,21¢ $ 2,549,87( $ 3,121,08¢
Kevin J. C Hara $ 995,02¢ $ 4,347,24t $ 5,342,27(
Charles C. Miller, Il $ 700,197 $ 3,414,49. $ 4,114,69(
Thomas C. Stort $ 571,21¢ $ 2,744,12. $ 3,315,34.

Change of Control. As described above in the Compensation Discossiol Analysis, OSOs will automatically be exerdiaed cashed
out upon the occurrence of a change of controleafel 3 Communications, Inc. as defined in our 188ick Plan, and any remaining
restrictions on RSUs would lapse immediately uparhsa change of control of Level 3 Communicatidns, The following table summarizes
the dollar value, as of December 31, 2006, of tlaeselerations assuming that a change of contrioéwél 3 Communications, Inc. or
termination of the Named Executive Officers hadurced on December 31, 2006.

Mr. O’Hara is the only Named Executive Officer whiolds non-qualified stock options. Mr. O’Hara’s rgualified stock options are ful
vested.
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OSO value is determined based upon the OSO mechaifiis a change of control described above, acdl@ulated at the highest value
during the 60 day period prior to December 31, 2@86dictated by the terms of the OSO awards.

0SO RSU Total
James Q. Crow $5,130,11¢ $10,110,48. $15,240,60!
Sunit S. Pate $2,797,96( $ 2,549,87( $ 5,347,83(
Kevin J. C Hara $2,916,06¢ $ 4,347,24t $ 7,263,31!
Charles C. Miller, Il $2,052,04¢ $ 3,414,49. $ 5,466,54:
Thomas C. Stort $2,956,24° $ 2,744,12. $ 5,700,37(

In addition, we will provide gross-ups for our Nateéxecutive Officers from any taxes due under $aci999 of the Internal Revenue
Code of 1986 incident to a change of control. Tifecés of Section 4999 generally are unpredictaivleé can have widely divergent and
unexpected effects based on an executive’'s persongbensation history. As of December 31, 2008\amed Executive Officer would have
received a gross-up for any taxes due under Se¢€88 of the Internal Revenue Code of 1986.

Our Named Executive Officers do not have any nomuoete agreements.

In connection with the sale of Software SpectrurBéptember 2006, Mr. Coogan’s OSOs that were rertesable immediately prior to
the sale of Software Spectrum became exercisatde4s,423 RSUs had their restrictions lapse. Theevaf these OSOs and RSU
accelerations were $84,477 and $233,928, respéctive

Director Compensation

During 2006, each of our directors who was not @ygd by us during 2006 earned fees consistingg&0g000 annual cash retainer. The
directors who serve as the chairmen of the Compiems@ommittee and the Nominating and Governanca@ittee each earned an additional
$20,000 annual cash retainer for serving as chaimh¢hose committees. The chairman of the Audin@ittee receives an additional $30,000
for serving as chairman of that committee. Any mentdf the Board who was not employed by us durid@62earned a $10,000 annual cash
retainer for each noohair membership on the Compensation and NominatimgGovernance Committees. Any member of theBa&io wa
not employed by us during 2006 earned a $15,000amash retainer for membership on the Audit Cotte®i These payments are made on a
quarterly basis. Walter Scott, Jr., our ChairmathefBoard, received an annual cash retainer dd $20 for serving as our Chairman of the
Board. This retainer is paid on a monthly basis.

We also compensate our non-employee directorsguithts 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 amount tmanual aggregate grant value of $150,000
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 thé teexding day of the quarter. Walter Scott, Jrr, Bhairman of the Board, receives
quarterly grants of restricted stock having a valfti$45,000 at the time of grant which amount t@aanual aggregate grant value of $180,000.
The number of shares of restricted stock grantédrtdscott is determined by dividing $45,000 by thesing price of our common stock on
NASDAQ Global Select Market on the last trading déyhe quarter. These shares of restricted stoaftgd for 2006 compensation w
generally vest 100% on the later of 1) April 1, 2Ghd 2) the first trading day on which transadionour securities are permitted by our
insider trading policy after April 1, 2007 if tradj is not permitted on April 1, 2007.
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We also award an initial grant of shares of ref@dcstock to new members of our Board. This ingi@nt has a value of $150,000 on the
date of grant. This initial grant of restrictedaktoests 100% on the third anniversary of the datgrant. During 2006, we did not have any
initial grants of restricted stock. Messrs. ElliglaYates are the only current directors holdingrieted stock from their initial grant.

We reimburse our non-employee directors for traeelging and other reasonable out-of-pocket exmeimseonnection with the
attendance at Board, committee and stockholdering=setas well as for other reasonable expense®deia service on the Board. We also
provide liability insurance for our directors anfficers. A group of insurance companies provides toverage, with XL Specialty Insurance
Company as the primary carrier, which extends iadtch 2008. The annual cost of this coverage js@pmately $4 million.

We do not maintain any pension, nonqualified definentribution or other deferred compensation pfan®ur non-employee directors.

Fees Earned o1 Stock Option CoAm”p(gtnhseartion 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 $ 60,00( $200,00( $ — $ — $260,00(
Richard R. Jaro $ 60,00(C $150,00( $ — $ — $210,00(
Robert E. Juliat $ 80,00 $150,00( $ — $ — $230,00(
Arun Netravali $ 60,00( $150,00( $ — $ — $210,00(
John T. Reel $ 85,00 $150,00( $ — $ — $235,00(
Michael B. Yanney $ 80,00 $150,00( $ — $ — $230,00(
Albert C. Yates $ 65,00( $200,00( $ — $ — $265,00(

(1) This column represents the dollar amount recognii@efinancial statement reporting purposes witkpert to the 2006 fiscal year for the
fair value of shares of restricted stock grante®ddf6 as well as those granted in prior fiscal ye@hese values have been calculated in
accordance with SFAS 123R using the closing pricauo common stock on the date of grant. Pursu@a®HC rules, the amounts shown
exclude the effect of estimated forfeitures reldtedervicebased vesting conditions. For additional informatielating to the assumptio
made by us in valuing these awards for 2006, tefeote 15 of our financial statements in our FAOK for the year ended December
2006, as filed with the SEC. The amounts in thisiom reflect our accounting expense for these asyamdd may not correspond to the
actual value that will be recognized by the non-kxyge directors. The full grant date fair valuelué restricted stock issued to our non-
employee directors during 2006 is as follows: Malr Scott—$180,000; and all other non-employeeatiors—$150,000.

The following indicates the shares of restrictaxtkstheld by our non-employee directors at Decer3tie2006:

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. Yanney 29,33¢
Albert C. Yates 96,00~
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(2) This column represents the dollar amount recognii@efinancial statement reporting purposes witkpert to the 2006 fiscal year for the
fair value of outperform stock options, or OSOsrged to Mr. Walter Scott, Jr. in years prior t®@0These values have been calculated
in accordance with SFAS 123R. Pursuant to SEC rthesamounts shown exclude the effect of estimitdditures related to service-
based vesting conditions. For additional infornratim the valuation assumptions we made with redpetiese grants, refer to note 15 of
our financial statements in our Form K(for the year ended December 31, 2006, as filetl thie SEC. The amounts in this column ref
our accounting expense for these awards, and nmtagon@spond to the actual value that will be redped by Mr. Scott. At December &
2006, Mr. Scott held 84,175 OSOs, which equate2bt683 shares of our common stock if Mr. Scott &éeercised all of those OSOs on
December 31, 2006.

(3) We provide secretarial services to Mr. Scott. Tm®@ant indicated represents our incremental costhéoprovisions of those secretarial
services.

Certain Relationships and Related Transactions

Review and Approval of Related Party Transactioné/e review all relationships and transactionwlmch the company and our direct
and executive officers or their immediate familymieers are participants to determine whether thessops have a direct or indirect material
interest. Members of our Legal Department are piilsneesponsible for the development and implemgotaof processes and controls to
obtain information from the directors and executiViéicers with respect to related person transast@nd for then determining, based on the
facts and circumstances, whether the company elated person has a direct or indirect materigréest in the transaction. As required under
SEC rules, transactions that are determined tarbetly or indirectly material to the company oredated person are disclosed in our proxy
statement. In addition, our Audit Committee reviemasl approves or ratifies any related person tdinsathat has a value equal to or in excess
of $50,000. In the course of its review and approvaatification of a related party transactioatimeets this threshold, the Audit Committee
will consider:

« the benefits to the company;

« the effect on a director’s independence in the etrenrelated party is a director, an immediateifamember of a director or an entity
in which a director is a partner, stockholder oe@xive officer;

« the availability of other sources for comparabledurcts or services;

» the terms of the transaction;

« the terms available to unrelated third partiesoaerhployees generally; and
¢ any other matters the Audit Committee deems apjatspr

Any member of the Audit Committee who is a relgpedson with respect to a transaction under reviewy not participate in the
deliberations or vote respecting approval or redifion of the transaction; provided, however, thath member may be counted in determining
the presence of a quorum at a meeting of the coertibat considers the transaction.

Related Party Transactions

Company Aircraft. We permit the personal use of our aircraft byade members of our senior management. This pafsee of our
aircraft is done pursuant to an Aircraft Time-Shageeement, which provides that we will charge itidividual the cost to operate the aircraft
as allowed by Part 91 of the U.S. Federal Aviatiaiministration regulations for personal use of @vgte aircraft. The rate used
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for 2006 was initially $1,250 per hour, but waseal to $1,500 per hour of use in September 2006.8d4dved a total payment in the amount
of $167,468.96 from Mr. Crowe, under his agreenfienthe period January 1, 2006 to December 31, 2806 a total payment in the amour
$94,105.58 from Mr. O’'Hara under his agreementfiersame period.

We note that when a guest accompanies a membeir gEaior management on business travel, we imgaitlecome the cost of that
additional travel to that executive. To calculdte amount of imputed income, we use the InternakbRee Service’s Standard Industry Fare
Level, or SIFL, rates. For 2006, Mr. Crowe had $18, of imputed income and Mr. O’Hara had $27,12ihgfuted income.

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

Southeastern Asset Managemenursuant to the amended Schedule 13G filed byh8astern Asset Management, Inc. with the SEC on
February 13, 2007, or the Southeastern Schedule 88@heastern Asset Management may be deemedtite beneficial owner of
approximately 22% of the Level 3 common stock. Seastern Asset Management is an Investment Adréggstered under Section 203 of the
Investment Advisers Act of 1940. All of the secigstcovered by the Southeastern Schedule 13G arecblegally by its investment advisory
clients and none are owned directly or indirectfySmutheastern Asset Management. In the SouthegStéredule 13G, and as permitted by
SEC rules, Southeastern Asset Management statethéhiiling of the Southeastern Schedule 13G shatlbe construed as an admission that
Southeastern Asset Management, Inc. is the beakfiginer of any of the securities covered by thetseastern Schedule 13G.

Similarly, in Southeastern Schedule 13G, Southaagteset Management reports that the Southeastdradsle 13G is also being filed
Mr. O. Mason Hawkins, Chairman of the Board and.O.Bf Southeastern Asset Management in the eveenbbld 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 theeege of such control is expressly disclaimed, thiat Mr. Hawkins does not own direc
or indirectly any securities covered by the statetnfier his own account. Again, as permitted by SHIes, Southeastern Asset Management
states that the filing of the Southeastern Schetisd& shall not be construed as an admission thaHslvkins is the beneficial owner of any of
the securities covered by the Southeastern Sché8@e

As a result of these disclosures, Mr. Hawkins mayleemed to have an indirect material interestimsiactions that are entered into
between us and Southeastern Asset Managementsanddstment advisory clients.

On January 11, 2007, we entered into an Exchangeefxgent with Southeastern Asset Management, onflaghts investment advisory
clients, and Legg Mason Opportunity Trust pursaanthich Southeastern Asset Management and Leggi@gpportunity Trust agreed to
exchange approximately $490 million aggregate fpalcamount of our 10% Convertible Senior Notes 801 for a total of approximately
160.1 million shares of Level 3 common stock arelghyment in cash of accrued and unpaid intereitese convertible notes to the closing
date of the transaction. This exchange transagtescompleted on January 18, 2007.
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REVERSE STOCK SPLIT PROPOSAL

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

A reverse stock split would reduce the number d$tamding shares of our common stock, and the hgéddbf each stockholder, according
to the same formula. The proposal calls for foussilnle reverse stock split ratios: 1-for-5, 1-f@-1-for-15 and 1-for-20. If the proposal is
approved, the Board may in its discretion implengergverse stock split using one of the ratioslidet in the proposal at any time prior to
May 24, 2008. The Board will also have the solemison not to effect any reverse stock split.

The Board did not elect to exercise its discretigraauthority to implement a reverse stock split thias given at the 2006 Annual Meeting
because the Board did not conclude that marketitons and circumstances warranted the implementaif a reverse stock split. We are
asking stockholders to approve this proposal ageihe 2007 Annual Meeting for the reasons thatlesrribe below.

If the proposal is approved, the Board will have dliscretion to effect one reverse stock splingttéme prior to May 24, 2008 using one
of the approved ratios, or to choose not to effeetverse stock split at all, based on its deteatinn of which action is in the best interests of
Level 3 and its stockholders. The Board resengesght to elect not to proceed, and abandon,diierse stock split if it determines, in its sole
discretion, that this proposal is no longer in lilest interests of our stockholders.

We currently have 2.25 billion authorized sharesafimon stock. As of March 31, 2007, the recore diat the Annual Meeting,
1,526,256,959 shares of common stock were outstgnthuthorized” shares represent the number ofeshaf common stock that we are
permitted to issue under our Restated Certifichtaarporation. Since we do not have any sharesuocommon stock that we have
repurchased, which are referred to as “treasurgestiathe number of shares of common stock “outtayi represents the number of shares of
common stock that we have actually issued fronptiw@ of authorized shares of common stock. Thersevstock split, if implemented, would
have the principal effect of reducing both the tanding number of shares of common stock and ttieogmed number of shares of common
stock by the ratio selected by the Board, and, gdoe the effect of fractional shares, each stotttér's proportionate ownership interest in the
company would be the same immediately before ated tife reverse stock split.

Purposes of the Reverse Stock Split

The purpose of implementing a reverse stock sgitld/be to attempt to increase the per share tgaditue of our common stock. Our
Board intends to effect the proposed reverse stptikonly if the implementation of a reverse staghit is determined by the Board to be in the
best interest of Level 3 and its stockholdershéf trading price of our common stock increasesmitla reverse stock split, the Board may
exercise its discretion not to implement a reveysi.

We believe that a number of institutional investansl investment funds are reluctant to invest,iarsbme cases may be prohibited from
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 our commookspuice to a level where our common stock would/ileeved more favorably by potential
investors.

Other investors may also be dissuaded from pumbdsiverpriced stocks because the brokerage commissio@spacentage of the to
transaction, tend to be higher for such stocksighdr stock price after a reverse stock split stt@etiuce this concern.
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The combination of lower transaction costs anddased interest from institutional investors anasgtmnent funds could have the effect of
improving the trading liquidity of our common stock

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

The Board believes that stockholder approval of fiatential exchange ratios (rather than a singtdange ratio) provides the Board w
the flexibility to achieve the desired results akaerse stock split. If the stockholders apprdwg proposal, the Board would effect a reverse
stock split only upon the Board’s determinationt thaeverse stock split would be in the best irsref the stockholders at that time. To effect
a reverse stock split, the Board would set thertgrior such a split and select the specific ratbof among the four ratios described in this
Proxy Statement. No further action on the parttotisholders will be required to either implementabandon the reverse stock split. If the
proposal is approved by stockholders, and the Bdatermines to implement any of the reverse stptikratios, we would communicate to the
public, prior to the effective date of the revespdit, additional details regarding the reversét sipicluding the specific ratio the Board selects.

You should keep in mind that the implementatiom oéverse stock split does not have an effect emttual or intrinsic value of the Le
3 business or your proportional ownership in LedzeYou should also consider that in many casesnidudet 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 markeitaigation of our common stock (the aggregate gadfiall Level 3 common stock at the t
market price) after the implementation of a revestxek split will be equal to or greater than tlo¢ai market capitalization before a reverse
stock split or that the per share market price @f common stock following a reverse stock split widrease in proportion to the reduction in
the number of shares of our common stock outstgratifiore the reverse stock split.

There can be no assurance that the market priceepeshare of our common stock after a revers& spldt will remain unchanged or
increase in proportion to the reduction in the namdf old shares of our common stock outstandirigreea reverse stock split. For example,
based on the closing price of our common stock ancll 30, 2007 of $6.10 per share, if the Board weimplement the reverse stock split
utilize a ratio of 1-for-10, we cannot assure yioattthe post-split market price of our common stwokild be $61.00 (that is, $6.10 10) per
share or greater. In many cases, the market pfiaeeompany’s shares declines after a reverse siplitk

Accordingly, the total market capitalization of @ommon stock after a reverse stock split whenifingplemented may be lower than 1
total market capitalization before the reverselsgplit. Moreover, in the future, the market prafeour common stock following a reverse st
split may not exceed or remain higher than the etgukice 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 institutionatéstors or investment funds and may not
satisfy the investing guidelines of such invesamd, consequently, the trading liquidity of our ecoon stock may not improve.

While the Board believes that a higher stock pniagy help generate investor interest, there carolsssurance that a reverse stock split
will result in a per-share price that will attragstitutional investors or investment funds or thath share price will satisfy the investing
guidelines of institutional investors or investmémids. As a result, the trading liquidity of ouumemon stock may not necessarily improve.

A decline in the market price of our common stdtdra 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 percentigdiine may be greater than would
occur in the absence of a reverse stock split.iiaket price of our common stock will, however cate based on our performance and other
factors, which are unrelated to the number of shafeommon stock outstanding. Furthermore, théidity of our common stock could be
adversely affected by the reduced number of shthegsvould be outstanding after the reverse stptik s

Principal Effects of the Reverse Stock Split
If approved and implemented, the principal effexdta 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 sldir@sr common stock that you own
will be combined into one new share of common stock

» the number of shares of common stock issued aredamaing will be reduced proportionately basedhenratio selected by the Board:;

« the total number of shares of common stock thaargeauthorized to issue will be reduced proportielgebased on the ratio selectec
the Board,;

» appropriate adjustments will be made to stock mgtioutperform stock options and other securitigsrertible into shares of our
common stock granted under our plans to maintagrettonomic value of the awards;

» the number of shares reserved for issuance unddrd®b Stock Plan will be reduced proportionatedgdd on the ratio selected by the
Board (and any other appropriate adjustments oifinations 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 sl remain fully paid and non-assessable. Aame stock split will not affect the
public registration of the common stock under teewities Exchange Act of 1934.

If implemented, a reverse stock split would notéhany effect on our current dividend policy. Ourreat dividend policy, in effect since
April 1, 1998, is to retain future earnings for is®ur business. As a result, our directors andagament do not anticipate paying any cash
dividends on shares of our common stock in thesteeable future. In addition, we are effectivelytrieted 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 appramddmplemented, a reverse stock split
may result in some stockholders owning “odd lotslegs than 100 shares of common stock. Odd laeshaay be more difficult to sell, and
brokerage commissions and other costs of transecitioodd lots are generally somewhat higher tharcosts of transactions in “round lots” of
even multiples of 100 shares. The Board believeagher, that these potential effects are outweidhethe benefits of a reverse stock split.

Fractional Shares

No fractional certificates will be issued in conties with a reverse stock split. Stockholders whiteowise would be entitled to receive
fractional shares because they hold a number oésted common stock not evenly divisible by the hemselected by the Board for a reverse
stock split ratio will be entitled, upon surrend@émany certificate(s) representing such sharea,dash payment in lieu thereof. We would
arrange for a third party to aggregate the fractiehares of registered stockholders, sell thethéropen market and deliver the proceeds to
those stockholders. We will pay any brokerage cogsians in connection with that sale.

Stockholders who otherwise would be entitled tenee fractional shares will only be entitled toask payment in lieu of such shares and
will no longer have any rights as a stockholdehwéspect to the shares of common stock that wioaNe been exchanged for such fractional
shares.

Authorized Shares

A reverse stock split would affect all issued antstanding shares of Level 3 common stock and andistg rights to acquire Level 3
common stock. Upon the effectiveness of a revamek split, the total number of shares of commalsthat we are authorized to issue wc
be reduced proportionately based on the ratio telday the Board. As of the record date for the WaiiMeeting, we had 2.25 billion shares of
authorized common stock and approximately 1.52A®hikhares of common stock issued and outstandinthorized but unissued shares will
be available for issuance, and we may issue thesesin the future. If we issue additional shattes ownership interest of holders of our
common stock will be diluted.

Accounting Matters

The par value of the common stock will remain &tl$per share after a reverse stock split. As dtremuof the effective time, the stated
capital on our balance sheet attributable to oummon stock would be reduced proportionately basethe reverse stock split ratio selected by
the Board, and the additional paid-in capital actauill be credited with the amount by which thatetl capital is reduced. In future financial
statements, we would restate net income or losotrat per share amounts for periods ending befoexerse 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 Bdaaides to implement a reverse stock split, wefilélwith the Secretary of State of the
State of Delaware a certificate of amendment toRmstated Certificate of Incorporation. A reverselk split will become effective at the time
and on the date of filing of, or at such later tiaseis specified in, the certificate of amendmesich we refer to as the “effective time” and
“effective date,” respectively. Beginning at théeefive time, each certificate representing shafemmon stock will be deemed for all
corporate purposes to evidence ownership of thebeuwf whole shares into which the shares preworggresented by the certificate were
combined pursuant to the reverse stock split. €Redf the certificate of amendment would be insdabtially the form attached hereto as
Annex 2, except that the text of the form may lieratl for any changes required by the
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Secretary of State of the State of Delaware andgdmdeemed necessary or advisable by the Boahdding the insertion of the effective
time, effective date, number of authorized sharesthe reverse stock split ratio selected by Board.

Upon a reverse stock split, we intend to treatldtolrlers holding our common stock in “street nantie;dugh a bank, broker or other
nominee, in the same manner as registered stoakisolchose shares are registered in their name&sBlarokers or other nominees will be
instructed to effect a reverse stock split for teineficial holders holding our common stock itrést name.However, these banks, broker:
other nominees may have different procedures tbgistered stockholders for processing a reversi sait. If you hold your shares with a
bank, broker or other nominee and if you have amstions in this regard, we encourage you to cogtaar nominee.

Following any reverse stock split, stockholdersdirgg physical certificates would need to exchatgse certificates for new certificates
and a cash payment in lieu of any fractional shanegd we expect that the common stock would receinew CUSIP number.

If a reverse stock split is implemented, Wells leaBhareowner Services, our transfer agent, wilissdregistered 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 old shasebmitted for transfer, whether pursuant to a saher disposition or otherwise, will
automatically be exchanged for new shag#eckholders should not destroy any stock certifida(s) and should not submit any certificate
(s) until requested to do so.

No Appraisal Rights

Stockholders do not have appraisal rights undea®@ie General Corporation Law or under our ceaiéiof incorporation in connection
with the reverse stock split.

Reservation of Right to Abandon Reverse Stock Split

We reserve the right to abandon a reverse stodkvgfiiout further action by our stockholders aydime before the effectiveness of the
filing with the Secretary of State of the Statdaflaware of the certificate of amendment to ourt&esl Certificate of Incorporation, even if
authority to effect a reverse stock split has begggroved by our stockholders at the Annual MeetBgvoting in favor of a reverse stock split,
you are expressly also authorizing the Board terdeine not to proceed with, and abandon, a revatosx split if it should so decid

Certain Federal Income Tax Consequences

The following is a summary of the material U.S.d&al income tax consequences of a reverse stoitkHpk 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&nent, all of which are subject to change, pbssitih retroactive effect. This discussion
does not address the tax consequences to hol@e¢mréhsubject to special tax rules, such as bamissance companies, regulated investment
companies, personal holding companies, foreigriestinonresident alien individuals, broker-deabard tax-exempt entities. Further, it does
not address any state, local or foreign incometlogratax consequences. This summary also assumteth¢éhshares of common stock held
immediately prior to the effective time of the rese stock split (the “old shares”) were, and ther shares received will be, held as a “capital
asset,” as defined in the Internal Revenue Codeefgdly, property held for investment).
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Subject to the discussion below concerning thedrtreat of the receipt of cash payments insteadaatifvnal shares, we believe that the
material U.S. federal income tax consequenceseverse 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 restithe reverse stock split, except with respeaash received instead of fractional
shares.

» The aggregate adjusted basis of the shares ofate&hof our common stock you hold following theemse stock split will be equal to
your aggregate adjusted basis immediately pritihéaeverse stock split, reduced by any tax basibatable to a fractional share.

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

In general, if you receive cash instead of a foal share of our common stock, you will recogriapital gain or loss based on the
difference between the amount of cash receivedyandadjusted basis in the fractional share. Thpétalagain or loss will constitute long-term
capital gain or loss if your holding period for asommon stock is greater than one year as of tteeafahe reverse stock split. The
deductibility of capital losses is subject to liatibns.

Our beliefs regarding the tax consequences ofaherse stock split is not binding on the Internalv&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 a majority of the outstamglishares of common stock is required for approf/giis 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 informatiaith respect to the beneficial ownership of our coon stock, as of April 2, 2007, by

Level 3's directors, the Named Executive Officensd the directors and executive officers as a grang@ each person known by the company
to beneficially own more than five percent of outstanding common stock.

Number of Shares
Percent of Common Stock

of Common
Name Stockt Beneficially Owned(%)
James Q. Crowe(: 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(t 1,327,75( *
Walter Scott, Jr.(6 29,077,41 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 (16pes)(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

*

.I.

)

)

Less than 1%.

It is our practice to include in this table the raenof shares of our common stock issuable uporcieesof outperform stock options, if
any, which are exercisable within 60 days. The ealfithe outperform stock options is dependent wtherextent to which our common
stock has outperformed the results of the S&P®I180@x. The number of shares of our common stocakaisle upon exercise of an
outperform stock option has been calculated baped the closing price of our common stock on ARriP007. The number of shares
issuable upon exercise of an outperform stock aptiowever, is subject to change to the extenttheatelationship between the price of
our common stock and the results of the S&P® 5@@tchange. Therefore, any shares of our commak gt@at may become issuable
upon exercise of outperform stock options as atresthe change in such relationship occurringmafhe date of this Proxy Statement will
not be reflected in this table.

Includes 520,000 shares of our common stock hel@hgyCherry Creek Trust, of which Mr. Crowe is #tde beneficiary and 112,500
restricted stock units, the restrictions on whidh lapse within 60 days of April 2, 2007. Also incles 583,744 shares of our common
stock issuable upon exercise of vested outperfoockptions and outperform stock options that wattin 60 days of April 2, 2007.

Includes 15,000 shares of our common stock hetthimdividual retirement account by Mr. Patel a@¢B82 restricted stock units, the
restrictions on which will lapse within 60 daysAgbril 2, 2007. Also includes 381,764 shares of cammon stock issuable upon exercise
of vested outperform stock options and outperfaimslsoptions that vest within 60 days of April D .
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3)

(4)

()

(6)

(7)
(8)
(9)

Includes 46,000 shares of our common stock helddwin J. O’Hara Family LTD Partnership. IncludeD3m0 shares of our common
stock subject to vested non-qualified stock optidnsludes 131,250 restricted stock units, theriggins on which will lapse within 60
days of April 2, 2007. Also includes 331,817 sharesur common stock issuable upon exercise ofegestitperform stock options and
outperform stock options that vest within 60 daf/april 2, 2007.

Includes 104,687 restricted stock units, the retibns on which will lapse within 60 days of Ap2i] 2007. Also includes 233,500 share
our common stock issuable upon exercise of veatgaedorm stock options and outperform stock optitivat vest within 60 days of
April 2, 2007.

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

Includes 99,700 shares of our common stock helithé@ySuzanne Scott Irrevocable Trust as to whichSdatt shares voting and
investment powers, 383,503 shares of our commark $ésuable upon conversion of $25 million in pira amount of our 6%
convertible subordinated notes that Mr. Scott hdidsctly, 53,690 shares issuable upon conversi&3® million in principal amount of
our 6% convertible subordinated notes that Mr. Seolds indirectly and 400,975 shares of our comistock held indirectly by Mr. Sco
In addition, this includes 1,514,840 shares ofaammon stock issuable upon the exercise of warteltsby Mr. Scott. Also includes
46,742 shares of our common stock issuable uporiereof vested outperform stock options and otigper stock options that vest witt
60 days of April 2, 2007.

Includes 1,000,000 shares of our common stock eltllian Properties, LP, of which Mr. Julian ig ole general partner.
Includes 61,000 shares of our common stock helgdwd Partners, LP, of which Mr. Reed and his spateséhe sole general partners.

Includes 2,100 shares of our common stock heldrindnney’s individual retirement account and 40,8bares of our common stock
held by The Burlington Capital Group, LLC, of whitkr. Yanney and his spouse own approximately 47%hefoutstanding membership
interests. The Burlington Capital Group, LLC hasdged all of its marketable securities, includimg 40,000 shares of our common st
to secure a line of credit from a commercial bank.

(20) 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. alscludes 1,514,840 shares of our
common stock issuable upon the exercise of waremds437,193 shares issuable upon conversion @d%uConvertible Subordinated
Notes due 2009. Also includes 2,477,130 sharesiof@mmon stock issuable upon exercise of vestgoediorm stock options and
outperform stock options that vest within 60 dafyg\pril 2, 2007.

(11) Address for Southeastern Asset Management,lloagleaf Partners Fund and Mr. O. Mason Hawigré410 Poplar Avenue, Suite 900,

Memphis, Tennessee 38119. The following informatfobased solely on Southeastern Asset Manageineris Schedule 13G filed with
the SEC on February 13, 2007. Percentage of dstasding common stock is as reported in their 8cleel3G. Based upon the shares
outstanding as of the record date for the Annuagtihg, the percentage of outstanding common staakldvbe approximately 18.8%.

Information presented is presented by Southeastesat Management, Inc. as a registered investnusigexr. All of the securities
reported by Southeastern Asset Management are olegally by Southeastern Asset Management, Inevestment advisory clients and
none are owned directly or indirectly by Southe@sfesset Management, Inc. Includes 142,718,105eshafrour
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common stock (11.5%) beneficially owned by LonglBaftners Fund, a series of Longleaf Partners Fuast, of which Southeastern
Asset Management, Inc. shares voting and dispesitower, and 48,076,002 shares of our common s$telckby Longleaf Partners Small-
Cap Fund, of which Southeastern Asset Managementshares voting and dispositive power. Southaasteset Management, Inc.
exercises sole dispositive power with respect td®85443 shares of our common stock beneficiallpethvby discretionary managed
accounts, including 83,397,827 shares of our comstack held by discretionary managed accounts foclvSoutheastern Asset
Management, Inc. has sole voting power and 13,1@80s6ares of our common stock held by discretionzapaged accounts for which
Southeastern Asset Management, Inc. has no votingmp Mr. O Mason Hawkins, Chairman of the Board @nE.O. of Southeastern
Asset Management, Inc., may be deemed to bendficiain the Level 3 common stock held by Southeasfeaset Management, Inc.

Mr. Hawkins disclaims beneficial ownership of swcimmon stock.

(12) Address for FMR Corp. and Edward C. Johnsois 82 Devonshire Street, Boston, Massachusett8®2lhe following information is
based solely on FRM Corp.’s Schedule 13G filed whth SEC on February 14, 2007. Percentage ofwgtamding common stock is as
reported in their Schedule 13G. Based upon theestautstanding as of the record date for the Anklgggting, the percentage of
outstanding common stock would be approximatel$®.2

Information presented is presented by FMR CorpM{¥F) as a holding company for its subsidiaries. BdidvC. Johnson 3d and FMR,
through their control of various subsidiaries, ehah sole power to dispose of 137,429,830 sharesrafommon stock and the sole po!
to vote 14,771,276 shares of our common stock.lifiddanagement & Research Company, a wholly owséosidiary of FMR and a
registered investment adviser, is the beneficialevof 136,716,403 shares of our common stockrasudt of acting as investment advi
to various investment companies. Fidelity Managerienst Company, a wholly owned subsidiary of FMRl @ bank as defined under
the Securities Exchange Act of 1934, is the berafawner of 60,440 shares of our common stoclat8gic Advisers, Inc., a wholly
owned subsidiary of FMR and a registered investradumiser, is the beneficial owner of 671,955 shafesur common stock. Pyramis
Global Advisors, LLC, an indirect, wholly owned sidiary of FMR Corp. and a registered investmenisat, is the beneficial owner of
33,000 shares of our common stock. Pyramis Glolaigers Trust Company, an indirect, wholly ownetsdiary of FMR and a bank as
defined under the Securities Exchange Act of 183the beneficial owner of 619,987 shares of ommmn stock. Fidelity International
Limited and various foreign-based subsidiaries jg@investment advisory and management servicastonber of non-U.S. investment
companies and certain institutional investors. Riglinternational Limited, which is a qualifiedstitution under section 240.13d-1(b)

(1) pursuant to an SEC No-Action letter dated Oetdl 2000, is the beneficial owner of 5,202,688ek of our common stock. The
address for each entity listed above is 82 Devoas$ireet, Boston, Massachusetts 02109, with theption of Pyramis Global Advisors,
LLC and Pyramis Global Advisors Trust Company, ilhéce located at 53 State Street, Boston, Massatthu@2109, and Fidelity
International Limited, which is located at Pembrdial, 42 Crow Lane, Hamilton, Bermuda. PursuarSEC rules, the information abc
includes a total of 26,744,395 shares of our comatook that may be acquired upon conversion otonrertible securities held by the
entities listed above.

(13) Address for LMM LLC and related entities isO10ight Street, Baltimore, Maryland 21202. The daling information is based solely on
LMM’s Schedule 13G filed with the SEC on Februaby 2007. Percentage of our outstanding common ssoak reported in their
Schedule 13G. Based upon the shares outstandofglas record date for the Annual Meeting, the patage of outstanding common
stock would be approximately 6.8%.

Includes 62,777,000 shares of our common stockhidmwi.MM LLC shares voting and dispositive powetwiegg Mason Opportunity
Trust and 41,620,625 shares of our common stogkhath Legg
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Mason Capital Management, Inc. shares voting asploditive power. Each of LMM, LLC and Legg Masormpal Management, Inc. are
investment advisers and Legg Mason Opportunity fTlisua portfolio of Legg Mason Investment Trust.lre registered investment
company under the Investment Company Act of 19d@naended.

(14) Address for AXA Financial, Inc. and relatediges is 1290 Avenue of the Americas, New YorkwN\€éork 10104, the address for AXA
Assurances |.A.R.D Mutuelle, AXA Assurances Vie Meite and AXA Courtage Assurance Mutuelle is 2@, BDrouot, 75009 Paris,
France, the address for AXA is 25, avenue Matigmarjs, France. The following information is basetely on AXA Financial Inc.’s
Schedule 13G filed with the SEC on February 13,72@@&rcentage of our outstanding common stock isfasted in their Schedule 13G.
Based upon the shares outstanding as of the reabedor the Annual Meeting, the percentage oftanting common stock would be
approximately 5.4%.

Includes 71,114,544 shares of our common stoclwfach AllianceBernstein L.P., a subsidiary of AXAnBncial, Inc., is deemed to have
sole voting power, 284,560 shares of our commocksir which AllianceBernstein L.P. is deemed todahared voting power,
81,263,873 shares of our common stock for whicleAtleBernstein 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 Compyas 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 AssurandeR.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 shaffesir common stock that are issuable upon theersion of our convertible
securities.

STOCKHOLDER PROPOSAL

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

California Public Employees’ Retirement System REERS), P.O. Box 942707, Sacramento, California2942707, has notified us that
its representative intends to present the followirgposal at the Annual Meeting.

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

“Supporting Statement

“Is accountability by the Board of Directors impamt to you as a shareowner of the Company? Assaftrod with more than 1.4 million
participants, and as the owner of approximatelp@,200 shares of the Company’s common stock, thiéo€@aa Public EmployeesRetiremen
System (CalPERS) thinks accountability is of parantémportance. This is why we are sponsoring pinigosal which, if passed, would make
the Company more accountable to shareowners byvieameupermajority requirements that, among othergs, 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 redqdor shareowners to amend the
Company’s by-laws. When you consider abstentiomksteoker non-votes, such a supermajority vote @alimost impossible to obtain. For
example, a proposal to declassify the board otthirs filed at Goodyear Tire & Rubber Company faile pass even though approximately
90% of votes cast were in favor of the proposalilgMhis often stated by corporations that
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the purpose of supermajority requirements is twigecorporations the ability to protect minorityaseowners, supermajority requirements are
most often used, in CalPERS’ opinion, to blocki@ives opposed by management and the board aftdieebut supported by most
shareowners. The Goodyear Tire & Rubber Company ot perfect illustration.

“CalPERS believes that corporate governance praesdand practices, and the level of accountalthiéy impose, are closely related to
financial performance. CalPERS also believes thateowners are willing to pay a premium for shafasorporations 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 Companynsnaitted to good corporate governance and its l@ngn-financial 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 demonstratetitenitment to effective corporate governance. Ou#A05, our Board eliminated ¢
stockholder rights or “poison pilPlan, which had been in place since 1998. At tH@s28nnual Meeting, based on a recommendati
our Board, our stockholders approved the declasgifin of our Board, the result of which is to eeatur stockholders beginning with
the 2007 Annual Meeting, to elect a majority of émtire Board, and beginning with the 2008 Annuakting, to elect the entire Board,
in each case to a one-year term. Our Board beligaagst is through this annual process of selectire members of the Board who are
then charged with upholding their fiduciary dutiesall of our stockholders that solid corporate gqmance is maintained. Additional
examples of our commitment to effective corporateegnance are contained in our Governance Guidglimkich are available on our
web site atvww.level3.com/investor_relations/corp_governangielglines.html

« Few actions require a supermajority voteMost proposals submitted to a vote of our shoddters require only a majority vote. Under
our amended Restated Certificate of Incorporatimh@ur By-laws, there is essentially only one actimat requires a vote greater than a
majority vote—stockholder action to amend our BydaSpecifically, only the provisions of our ametddRestated Certificate of
Incorporation and By-laws related to amending oysl@®vs or portions of Article X (which relates tioet percentage required to amend
this provision of the Restated Certificate of Ipmmation) of the Restated Certificate of Incorpmmatrequire more than a majority vote.

« The limited circumstances that require a greatertimajority vote by our stockholders to take actiffiect what our Board believes
are the fundamental aspects of our governance frarieand should be preservedOur Board intends to retain the existing approva
requirement for amending our By-laws. Our Boarddwels that a simple majority vote threshold for adieg the By-laws is not in the
best interest of our stockholders. Our By-laws titute part of the elemental framework of our gaarce structure. The By-laws
govern certain basic issues relating to effectiwgaorate governance, including calling and conahgcsitockholder meetings, director
nominations, stockholder proposals, and other msatted procedures.

When considering potential By-law amendments, ceairl has a fiduciary duty to all stockholders; amttast, stockholders generally
have no fiduciary duty to each other. Since stolddrs may have differing interests that result inl&v amendments affecting differ:
stockholders in different ways, the Board belietheg By-law amendments should be made by stockhelady if
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there is a very strong mandate for change. Ourdbalieves that eliminating the existing approesjuirements for amending the By-
laws (both in our amended Restated Certificatenobiporation and By-laws) will not enhance our gaagce practices, but rather
would disturb the fundamental framework of our gmaace structure.

« The remaining supermajority provision protects &tuulder interests The existing approval requirements for amendingBy-laws
also are intended to preserve and maximize theeuafllLevel 3 for all stockholders by protecting mgaself-interested actions by a few
large stockholders. Our Board believes that desssaffecting fundamental aspects of our existendeoperations should be fair to all
stockholders. Our Board believes that it is googhorate governance to ensure that fundamental esamigthis nature can be made ¢
when a broad consensus of stockholders agreea tietnge is prudent.

Vote Required

The affirmative vote of a majority of the votes tchg 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 ghtbefore the Annual Meeting. If any
other matters are presented, however, it is themtitn of the persons named in the proxy to vogeptioxy in accordance with the discretion of
the persons named in the proxy.

FUTURE STOCKHOLDER PROPOSALS

A stockholder who would like to have a proposalsidared for inclusion in our 2008 Proxy Statemenstisubmit the proposal so that it
is received by us no later than December 20, 286€urities and Exchange Commission rules set stasfiar eligibility and specify the types
of stockholder proposals that may be excluded fagonoxy statement. Stockholder proposals shouladideessed to the Secretary, Level 3
Communications, Inc., 1025 Eldorado Boulevard, Bréield, Colorado 80021.

If a stockholder does not submit a proposal foluision in next yeas Proxy Statement, but instead wishes to preséireittly at the 200
Annual Meeting of Stockholders, our By-laws requirat the stockholder notify us in writing on offdde@ March 25, 2008, but no earlier than
February 24, 2008, for the proposal to be includeslr proxy material relating to that meeting. posals received after March 25, 2008 will
not be voted on at the annual meeting. In addiSach proposal must also include a brief descriptithe business to be brought before the
annual meeting, the stockholder’s name and reatdldess, the number of shares of our common statkatle owned beneficially or of record
by such stockholder, a description of any arrangeser understandings between the stockholder ap@ther person in connection with such
proposal and any material interest of such stoadérdh such proposal, and a representation thagttiekholder intends to appear in person or
by proxy at the Annual Meeting. If the stockholeéshes to nominate one or more persons for eleetsoa director, such stockholder’s notice
must comply with additional provisions as set fartlour 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 beld&ed in a Proxy filing. Any such proposals
should be directed to the Secretary, Level 3 Conigations, Inc., 1025 Eldorado Boulevard, Broomfjellorado 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 a&f Board of Directors.
Management has the primary responsibility for tharicial statements and the reporting process.cohgany’s registered public accounting
firm is responsible for expressing an opinion om ¢bnformity of our audited financial statementgémerally accepted accounting principles.
We have reviewed and discussed with managemebthpany’s audited financial statements as of anthioyear ended December 31, 2006.

The Audit Committee has reviewed and discusseddheolidated financial statements with managemethtkdPMG LLP, the company’s
registered public accounting firm. Management &pomsible for the preparation, presentation arefitty of the company’s financial
statements; accounting and financial reportinggipies; establishing and maintaining disclosuretimds and procedures (as defined in
Exchange Act Rule 13a-15(e)); establishing and taaimg internal control over financial reportinas(defined in Exchange Act Rule 13a-15
(f)); evaluating the effectiveness of disclosurateols and procedures; evaluating the effectivenéssternal control over financial reporting;
and evaluating any change in internal control dwvemcial reporting that has materially affectedisoreasonably likely to materially affect,
internal control over financial reporting. KPMG LL®responsible for performing an independent aofdibe consolidated financial statements
and expressing an opinion on the conformity of ¢hiisancial statements with accounting principleseyally accepted in the United States of
America, as well as expressing an opinion on (ihagement's assessment of the effectiveness ofhalteontrol over financial reporting and
(ii) the effectiveness of internal control overdirtial reporting.

During the course of fiscal 2006, management cotaglthe documentation, testing and evaluation ®tttmpany’s system of internal
control over financial reporting in response to tbguirements set forth in Section 404 of the SagbeOxley Act of 2002 and related
regulations. The Audit Committee was kept apprisktthe progress of the evaluation and provided sigat and advice to management during
the process. In connection with this oversight,Alidit Committee received periodic updates providgananagement and KPMG LLP at each
regularly scheduled Audit Committee meeting. At tbaclusion of the process, management providedtitit Committee with and the Audit
Committee reviewed a report on the effectivenegdh@tompany’s internal control over financial rgpg. The Audit Committee also
reviewed the report of management contained ircéimepany’s Form 10 for the fiscal year ended December 31, 2006 filétth the Securitie
and Exchange Commission, as well as KPMG LLP’s Repfdndependent Registered Public Accounting Hingluded in the company’s
Form 10-K related to its audit of (i) the consotilhfinancial statements (ii) management’s asseassafi¢he effectiveness of internal control
over financial reporting and (iii) the effectivesasf internal control over financial reporting. TAadit Committee continues to oversee the
company'’s efforts related to its internal contreéofinancial reporting and management’s prepanatfor the evaluation in fiscal 2007.

The Audit Committee has discussed with KPMG LLP rietters required to be discussed by StatementudlitiAg Standards No. 61,
Communication with Audit Committees, as amendedhleyAuditing Standards Board of the American togti of Certified Public
Accountants. The Audit Committee has received awdewed the written disclosures and the letter fKkiPMG LLP required by Independence
Standard No. 1, Independence Discussions with ACoihmittees, as amended, by the Independence $dsrBlaard, and have discussed with
the auditors the auditors’ independence.
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Based on the reviews and discussions referredaeeatthe Audit Committee recommends to the Boardicfctors that the financial
statements referred to above be included in thepeoryis 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 taudit of the financial
statements referred to above and to the reviewseahterim financial statements included in thenpany’s Forms 10-Q for the quarters ended
March 31, 2006, June 30, 2006 and September 3@, i2abmpatible with maintaining KPMG LLP’s indeemce.

The following table presents fees (excluding expsh$or professional audit services rendered by PP for the audit of the Level 3
annual financial statements for the years endeamber 31, 2006, and 2005 and fees billed for abarices rendered by KPMG LLP during
those periods, which have been approved by thetAalnmittee.

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

(1) Audit fees consisted principally of fees for thelawf financial statements, including statutory#si of foreign subsidiaries, audit of
controls over financial reporting and fees relatmgomfort letters and registration statements.

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

(3) Tax fees consisted principally of fees for tax adtaion and tax compliance activities.
The Audit Committee:

Robert E. Julian, Chairme John T. Reel Albert C. Yates

For the year ended December 31, 2!

A-1-2




Annex 2

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

ARTICLE IV of the Restated Certificate of Incorpticen of the Corporation, filed with the SecretafyState of the State of Delaware on
May 23, 2005, as amended on May 17, 2006, is heaetgnded 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 issu& 260,000,000 T shares, consisting of
2,250,000,000 t shares of Common Stock, par valie@der share (the “Common Stock”), and 10,0008)@0es of Preferred Stock, par value
$.01 per share (the “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 heagisnded by adding a new Section D to read asisilo

“D. Upon this Certificate of Amendment to the RésthCertificate of Incorporation of the Corporatlmecoming effective pursuant to the
General Corporation Law of the State of Delawdne (Amendment Effective Time”), evenfie (5), ten (10), fifteen (15) or twenty
(20) shareg of the Corporation’s Common Stock (the “Old Commrtgtock”), issued and outstanding immediately pidothe 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 shalkbaed to the holders of recorc
Old Common Stock in connection with the foregoiaglassification of shares of Old Common Stockidn thereof, the aggregate of all
fractional shares otherwise issuable to the holderscord of Old Common Stock shall be issuedNAME OF THIRD PARTY, as agent, for
the accounts of all holders of record of Old Comr&taock otherwise entitled to have a fraction ohare issued to them. The sale of all of the
fractional interests will be effected by that agastsoon as practicable after the Amendment Effedtime on the basis of prevailing market
prices of the New Common Stock on the NASDAQ Nadidviarket at the time of sale. After such sale apdn the surrender of the
stockholders’ stock certificates, the transfer agéh 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&ldfCommon Stock shall, from and
after the Amendment Effective Time, automaticallyl 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 agatdishall have been reclassified
well as the right to receive cash in lieu of aractional shares of New Common Stock as set fortivelh provided, however, that each holder
of record of a certificate that represented shaf&@ld Common Stock shall receive, upon surrendsuoh certificate, a new certificate
representing the number of whole shares of New Cam8tock into which the shares of Old Common Stegkesented by such certificate
shall have been reclassified, as well as any eabkéu of fractional shares of New Common Stockvtich 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 splid szfiected 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. MDT

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

* Level 3 Communications, Inc.
Level 3 1025 Eldorado Boulevard
i trfy 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 proxiesd appoint Thomas C. Stortz and Neil J. Ecksteid,each of them, with full power of

substitution, to vote your shares on the mattessvaton the reverse side and any other matters whajhcome before the Annual Meeting ¢

all adjournments or postponements as describdteiNotice of Annual Meeting and Proxy Statemenedapril 18, 2007, receipt of which is
hereby acknowledged.

The proxies will vote as the Board of Directorsoi@enends where a choice is not specified.

See reverse for voting instructions.

To be signed on reverse side.




[ ]

There are three ways to vote your Prox COMPANY #

Your telephone or Internet vote authorizes the Nam@ 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

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

« Please have your proxy card and the last fourgl@ityour Social Security Number or Tax IdentifioatNumber available. Follow tl
simple instructions the voice provides you.

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

e Use the Internet to vote your proxy 24 hours a dajays a week, until 12:00 p.m. (CT) on May 2320

« Please have your proxy card and the last fourgl@ityour Social Security Number or Tax IdentifioatNumber available. Follow tl
simple instructions to obtain your records and ter@a electronic ballot.

VOTE BY MAIL

«  Mark, sign and date your proxy card and return thie postage-paid envelope weprovided or return it to Level 3 Communicatic
c/o Shareowner Servic€¥ , P.O. Box 64873, St. R&NI55164-0873.

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

1.

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

The Board of Directors Recommends a Vot*FOR” Iltems 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

‘G’ Please fold here ‘O

2.

3. To authorize the transaction of such other trssras may properly come before the Annual Meetiramy O For O Against O Abstain

4. Stockholder Proposal to eliminate supermajgityvisions in the Level 3 Restated Certificate of O For O Against O Abstain

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 (m} Indicate changes belo\ Date

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

adjournments or postponements ther

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

Incorporation and B-laws.

Signature(s) in Box

Please sign exactly as your name(s) appears ory.Rfdeld in
joint tenancy, all persons must sign. Trustees,iagitnators, etc
should include title and authority. Corporationswsld provide
full name of corporation and title of authorizediaér signing thg
proxy.
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