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Level(3)

COMMUNICATIONS

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

April 2, 201(
Dear Stockholder:

You are cordially invited to attend the AwahMeeting of Stockholders of Level 3 Communicasipinc. ("Level 3") to be held at
9:00 a.m. on May 20, 2010, at the Level 3 Commuitdoa Headquarters, 1025 Eldorado Boulevard, BraglchfColorado 80021.

At the Annual Meeting, you will be askedcnsider and act upon the following matters:

. the reelection to our Board of Directors of 14 dioes, each for a one-year term until the 2011 Ashileeting of Stockholders
or until their successors have been elected anlifigdaand

. the approval of the grant to our Board of Directofrsliscretionary authority to amend our Restatedi€icate of Incorporation
to effect a reverse stock split at one of fourogitand

. the approval of an amendment to our Restated @attf of Incorporation increasing the number ohatized shares of our
common stock, par value $.01 per share, by 400omifrom 2.5 billion to 2.9 billion; and

. the approval of the amendment and restatemenedfeliel 3 Communications, Inc. 1995 Stock Plan (Adesl and Restated
as of April 1, 1998) to, among other things, extémalterm of the plan to May 20, 2020 and incréasenumber of shares of
our common stock, par value $.01 per share, tlatemerved for issuance under the plan by 50 mjlknd

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

Our Board of Directors recommends that gemiect the 14 nominees for director, each forexyaar term until the 2011 Annual Meet|
of Stockholders, approve the granting to our BadrDirectors of discretionary authority to amend fRestated Certificate of Incorporation to
effect a reverse stock split at one of four ratagmrove the amendment of our Restated Certifizhblecorporation to increase the number of
authorized shares of our common stock, par valdie er share by 400 million from 2.5 billion to D#lion and approve the amendment and
restatement of the Level 3 Communications, Inc51S&ck Plan (Amended and Restated as of ApriB28)to among other things extend
the term of that plan to May 20, 2020 and to insesthe number of shares of our common stock, gae 01 per share, that are reserved for
issuance under that plan by 50 million. See "REELEIN OF DIRECTORS PROPOSAL," "REVERSE STOCK SPLIR®POSAL,"
"COMMON STOCK PROPOSAL" and "STOCK PLAN PROPOSAL."

Following the completion of the formal busss portion of the Annual Meeting, members ofsamior management will be making a
presentation. We expect that this presentationbeilfollowed by an open question and answer sesgitbhrmembers of our senior
managementWe anticipate that the Annual Meeting will comigat the end of the question and answer periodnbahy event promptly at
11:00 a.m.

Information concerning the matters to besidered and voted upon at the Annual Meeting igaioed in the attached Notice of Annual
Meeting and Proxy Statement. It is important thairyshares be represented at the Annual Meetiggrdkess of the number you hold. To
ensure your representation at the Annual Meetfngu are a stockholder of record, you may votparson at the Annual Meeting. We will
give you a ballot when you arrive. If you do nostvito vote in person or if you will not be atterglthe Annual Meeting, you may vote by
proxy. You can vote by proxy over
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the Internet by following the instructions providiedhe Notice of Internet Availability of Proxy Merials that was previously mailed to you,
or, if you requested or otherwise received prirtepies of the proxy materials, you can also voteniayl, by telephone or on the Internet as

instructed on the proxy card that you receivegoli attend the Annual Meeting, you may vote in peraven if you have previously returned
a proxy card.

Sincerely,

CAJMt«_S«_oN(

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

COMMUNICATIONS

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

NOTICE OF 2010 ANNUAL MEETING OF STOCKHOLDERS
To be held May 20, 2010

To the Stockholders of Level 3 Communications,:Inc.

The 2010 Annual Meeting of Stockholdersuwy adjournment or postponement thereof (the "Ahieeting") of Level 3
Communications, Inc., a Delaware corporation ("Lé/eor "our"), will be held at the Headquarterslavel 3 Communications, Inc., 1025
Eldorado Boulevard, Broomfield, Colorado 80021 :@0%.m. on May 20, 2010, for the following purpsise

1. To reelect all 14 directors of the Board of Direstof Level 3 each for a one-year term until th@ 2Bnnual Meeting of
Stockholders or until their successors have besstedl and qualified; and

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

3. To approve an amendment to our Restated Certifafdtecorporation increasing the number of authedizhares of our
common stock, par value $.01 per share, by 400omifrom 2.5 billion to 2.9 billion; and

4. To approve the amendment and restatement of thel Be@ommunications, Inc. 1995 Stock Plan (Amenaiedi Restated as of
April 1, 1998) to, among other things, extend &t of the plan to May 20, 2020 and increase tmehar of shares of our
common stock, par value $.01 per share, that asved for issuance under the plan by 50 milliowt a

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

The Board of Directors has fixed the cloSbusiness on March 31, 2010 as the record datidéodetermination of the holders of our
common stock entitled to notice of, and to votafs, Annual Meeting. Accordingly, only holders etord of Level 3 common stock at the
close of business on that date will be entitleddtice of and to vote at the Annual Meeting and adiypurnment or postponement thereof. As
of May 10, 2010, ten days prior to the Annual Megtia list of stockholders entitled to notice ¢ hnnual Meeting and that have the right to
vote at the Annual Meeting will be available fosfrection at the Level 3 offices located at 102%Edo Boulevard, Broomfield, Colorado
80021.

The 14 nominees for director will be elelchy a plurality of the votes cast by holders of common stock present in person or by proxy
and entitled to vote at the Annual Meeting.

The proposal to grant to the Board of tivex discretionary authority to amend our Rest&tedificate of Incorporation to effect a
reverse stock split at one of four ratios requihesaffirmative vote of a majority of the outstamglishares of our common stock. The proposal
to adopt an amendment to our Restated Certifiddigcorporation increasing the number of authorigkdres of our common stock, par value
$.01 per share, by 400 million from 2.5 hillionZ® billion requires the




Table of Contents

affirmative vote of the holders of a majority oétbutstanding shares of our common stock. The jgaifgo approve the amendment and
restatement of the Level 3 Communications, Inc51S&ck Plan (Amended and Restated as of ApriB28)to among other things extend
the term of that plan to May 20, 2020 and to insesthe number of shares of our common stock, gaew01 per share, that are reserved for
issuance under that plan by 50 million requiresatffiemative vote of a majority of the votes cagthmlders of our common stock present in
person or by proxy at the Annual Meeting. The pegbdo authorize the transaction of such otherriassi as may properly come before the
Annual Meeting or any adjournments or postponemigrgieof requires the affirmative vote of a majoaf the votes cast by holders of

Level 3 common stock present in person or by pabipe Annual Meeting.

The matters to be considered at the Ankledting are more fully described in the accompamynoxy Statement, which forms a part of
this Notice.

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATEND THE ANNUAL MEETING. TO ENSURE YOUR
REPRESENTATION AT THE ANNUAL MEETING, IF YOU DO NOWISH TO VOTE IN PERSON OR IF YOU WILL NOT BE
ATTENDING THE ANNUAL MEETING, YOU MAY VOTE BY PROXY. YOU CAN VOTE BY PROXY OVER THE INTERNET BY
FOLLOWING THE INSTRUCTIONS PROVIDED IN THE NOTICE BINTERNET AVAILABILITY OF PROXY MATERIALS THAT
WAS PREVIOUSLY MAILED TO YOU, OR, IF YOU REQUESTEDR OTHERWISE RECEIVED PRINTED COPIES OF THE PROXY
MATERIALS, YOU CAN ALSO VOTE BY MAIL, BY TELEPHONEOR ON THE INTERNET AS INSTRUCTED ON THE PROXY
CARD THAT YOU RECEIVED. ANY STOCKHOLDER ATTENDING HE ANNUAL MEETING MAY VOTE IN PERSON EVEN IF
THAT STOCKHOLDER HAS RETURNED A PROXY.

By Order of the Board of Directo

LQMt.__SwN(

Dated: April 2, 2010 Walter Scott, Jr.
Chairman of the Boar

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting to Be Heldbn May 20, 2010: The Level 3
Communications, Inc. Proxy Statement for the 2010 Anual Meeting of Stockholders and the 2009 Annual &ort to Stockholders are
available at http://www.ematerials.com/Ivlt.




Table of Contents

Level(3)

COMMUNICATIONS

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

Proxy Statement
April 2, 2010

2010 ANNUAL MEETING OF STOCKHOLDERS
May 20, 2010

We are furnishing you this Proxy Statenmier@onnection with the solicitation of proxies oehalf of the Board of Directors of Level 3
Communications, Inc. ("Level 3," the "company," JW&us," or "our") to be voted at the Annual Megtiof Stockholders to be held on
May 20, 2010, or any adjournment or postponemémisdf (the "Annual Meeting"). This Proxy Statemehé Notice of Annual Meeting, tl
accompanying Proxy and the Annual Report to Stolckdrs are first being mailed or made availabletoxkholders on or about April 9,
2010. We sometimes refer to our Board of Directmrshe "Board" and to this document as the "Prdaeent.”

BACKGROUND INFORMATION
Why am | receiving these materials?

Our Board of Directors has made these ri@ddeavailable to you in connection with the Boarsblicitation of proxies for use at the
Annual Meeting, which will take place on May 20,120 Our stockholders are invited to attend the AshiMieeting and are requested to vote
on the proposals described in this Proxy Statement.

What is included in these materials?
These materials include:

. Our Proxy Statement for the Annual Meeting; and

. Our 2009 Annual Report to Stockholders, which idelsi our audited consolidated financial statements.

If you received printed versions of thessenials by mail, these materials also includepttoxy card for the Annual Meeting. These
materials can also be viewed onlinenatw.ematerials.com/Ivit

Will senior management be making a presentation adhe Annual Meeting?

Yes, following the completion of the fornfalsiness portion of the Annual Meeting, membersusfsenior management will be makir
presentation. We expect that this presentationbeilfollowed by an open question and answer sesgtbhrmembers of our senior
managemeniVe anticipate that the Annual Meeting will conclad¢he end of the question and answer periodibany event promptly at
11:00 a.m.
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What items will be voted on at the Annual Meeting?
There are five items that will be votedairthe Annual Meeting:

1. To reelect all 14 directors of the Board of Dirastof Level 3 each for a one-year term until th@2@nnual Meeting of
Stockholders or until their successors have bessted and qualified; and

2. To approve the granting to the Level 3 Board o€Dbiors of discretionary authority to amend our Btest Certificate of
Incorporation to effect a reverse stock split a ohfour ratios; and

3. To approve an amendment to our Restated Certifafdtecorporation increasing the number of authedizhares of our
common stock, par value $.01 per share, by 400omifrom 2.5 billion to 2.9 billion; and

4. To approve the amendment and restatement of thel Be@ommunications, Inc. 1995 Stock Plan (Amenaiedi Restated as of
April 1, 1998) to among other things extend thentef that plan to May 20, 2020 and to increasentimaber of shares of our
common stock, par value $.01 per share, that asrved for issuance under that plan by 50 milland

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

What are our Board of Directors' voting recommendatons?

Our Board of Directors recommends that gemlectthe 14 nominees for director, each for a one-yeran until the 2011 Annual
Meeting of Stockholders, that you vdte the approval of the proposed granting to our Badi@irectors of discretionary authority to amend
our Restated Certificate of Incorporation to effeceverse stock split at one of four ratios, that votefor approval of the amendment of our
Restated Certificate of Incorporation increasirgiomber of authorized shares of our common sfmakyalue $.01 per share, by 400 mill
from 2.5 billion to 2.9 billion and that you voter approval of the amendment and restatement of 6 $2ock Plan to extend the term of
that plan to May 20, 2020 and to increase the nursi@res of our common stock, par value $.01 paresteserved for issuance under that
plan by 50 million. See "REELECTION OF DIRECTORS®ROSAL," "REVERSE STOCK SPLIT PROPOSAL," "COMMON STK
PROPOSAL" and "STOCK PLAN PROPOSAL."

Where are Level 3's principal executive offices l@ated, and what is Level 3's main telephone number?

Level 3's principal executive offices avedted at 1025 Eldorado Boulevard, Broomfield, €ado 80021. Our main telephone numbe
(720) 888-1000.

Why did | receive a one-page notice in the mail reayding the Internet availability of proxy materials instead of a full set of proxy
materials?

Pursuant to the rules adopted by the Sisesiand Exchange Commission (the "SEC"), we agaired to provide access to our proxy
materials over the Internet. Accordingly, we hagetsa Notice of Internet Availability of Proxy Maigls (the "Notice") to our stockholders
record and beneficial owners. All stockholders Walve the ability to access the proxy materiala evebsite referred to in the Notice or
request to receive a printed set of the proxy natednstructions on how to access the proxy ndteover the Internet or to request a prir
copy may be found on the Notice. In addition, stadllers may request to receive proxy materialgimgd form by mail or electronically by
email on an ongoing basis.
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How can | get electronic access to the proxy matexis?
The Notice will provide you with instructis regarding how to:

. View our proxy materials for the Annual Meeting thie Internet; and

. Instruct us to send our future proxy materialsda glectronically by email.

Choosing to receive your future proxy materialemyail will save us the cost of printing and mailthgcuments to you and is more
environmentally friendly. If you choose to recefugure proxy materials by email, you will receive @mail next year with instructions
containing a link to those materials and a linkh® proxy voting site. Your election to receiveyyronaterials by email will remain in effect
until you terminate it.

Who may vote at the Annual Meeting?

If you owned our common stock at the cloSbusiness on March 31, 2010 (the "Record Dath&n you may attend and vote at the
meeting. At the close of business on the Recore Dat had 1,656,411,820 shares of common stockdsand outstanding, all of which were
entitled to one vote on the matters to be consitlatéhe meeting.

What shares are represented by the proxy?

If we delivered a proxy card to you, thexyr represents all the shares registered in yonrenaith our transfer agent, Wells Fargo
Shareowner Services. A proxy that is delivered dyrybroker, bank or other nominee represents thesheld by you in an account at that
institution.

If you are an employee who participatethalLevel 3 Communications, Inc. 401(k) Plan, thexp card that we delivered to you also
will include the shares of our common stock thatattributable to the units that you hold in theéle3 Stock Fund as part of the 401(k) Plan.
What is the difference between holding shares asséockholder of record and as a beneficial owner afhares held in street name?

Stockholder of Record. If your shares are registered directly in yoame with our transfer agent, Wells Fargo ShareoBrevices,
you are considered the stockholder of record vatipect to those shares, and the Notice was sewatldito you by Level 3

Beneficial Owner of Shares Held in Street&ne. If your shares are held in an account at adnaxe firm, bank, broker-dealer, or
other similar organization, then you are the berefowner of shares held in "street name," and\tbéce was forwarded to you by that
organization. The organization holding your accasmonsidered the stockholder of record for puesas voting at the Annual Meeting. A
beneficial owner, you have the right to direct thiaganization on how to vote the shares held irr yagount.

What is the quorum requirement for the Annual Meeting?

A majority of Level 3's outstanding comnginck on the Record Date must be present at thénger order to hold the meeting and
conduct business. This is called a quorum. Youresh@ill be counted for purposes of determinintipére is a quorum, whether representing
votes for, against, withheld or abstained, or brai@-votes, if you:

. Are present and vote in person at the meeting; or

. Have voted on the Internet, by telephone or by @rgsubmitting a proxy card or voting instructiftorm by mail.

3
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If | am a stockholder of record of Level 3's shareshow do | vote?
If you are a stockholder of record, you mrage in person at the Annual Meeting. We will gixau a ballot when you arrive.

If you do not wish to vote in person oydu will not be attending the Annual Meeting, yoaywote by proxy. You can vote by proxy
over the Internet by following the instructions yided in the Notice, or, if you request printed iespof the proxy materials by mail, you can
also vote by mail, by telephone or on the Internet.

If | am a beneficial owner of shares held in streehame, how do | vote?

If you are a beneficial owner of shareglhrlstreet name and you wish to vote in persdheafAnnual Meeting, you must obtain a valid
legal proxy from the organization that holds yobar®s.

If you do not wish to vote in person or yaill not be attending the Annual Meeting, you menge by proxy. You may vote by proxy
over the Internet, or if you request printed comiethe proxy materials by mail, you can also vmyemail or by telephone by following the
instructions provided in the Notice.

What happens if | do not give specific voting instuctions?
Stockholders of Record. If you are a stockholder of record and you:

. Indicate when voting on the Internet or by telephtmt you wish to vote as recommended by our BoBRirectors; or

. If you sign and return a proxy card without givisgecific voting instructions;

then the proxy holders will vote your shares inrenner recommended by our Board on all matteisepted in this Proxy Statement and as
the proxy holders may determine in their discretioth respect to any other matters properly pressfdr a vote at the meeting.

Beneficial Owners of Shares Held in Streétame. If you are a beneficial owner of shares heldtieet name and do not provide the
organization that holds your shares with specifiting instructions, under the rules of various oratl and regional securities exchanges, the
organization that holds your shares may generaitg wn routine matters but cannot vote on non-neuthatters. If the organization that holds
your shares does not receive instructions fromgmbhow to vote your shares on a -routine matter, the organization that holds ydhares
will inform our Inspector of Election that it doast have the authority to vote on this matter wébpect to your shares. This is generally
referred to as a "broker non-vote." When our Insgpreaf Election tabulates the votes for any patéicmatter, broker non-votes will be
counted for purposes of determining whether a qudeupresent, but will not otherwise be counted. &ideourage you to provide voting
instructions to the organization that holds yowarsk by carefully following the instructions prosdlin the Notice.

How are the shares of our common stock that are atbutable to the units held in the Level 3 Stock Fud that is a part of our 401(k)
Plan voted?

If you are an employee who participateghalLevel 3 Communications, Inc. 401(k) Plan, thexp card that we delivered to you will
instruct the trustee of the plan how to vote theres allocated to your 401(k) Plan account. If gownot return your proxy card (or you sub
it with an unclear voting designation or with nding designation at all), then the plan trusted wte the shares in your account in
proportion to the way the other 401(k) Plan paptcits vote their shares. Votes under the Level@r@onications, Inc. 401(k) Plan receive
the same confidentiality as all other votes.
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How are abstentions treated?

Abstentions are counted for purposes ardgining whether a quorum is present. For the pepd determining whether the
stockholders have approved a matter, abstentiensartreated as votes cast affirmatively or negatj and therefore do not have any effect
on the outcome of a matter to be voted on at theuAhMeeting that requires an affirmative vote ahajority of the votes cast by holders of
our common stock present in person or by proxhatinnual Meeting. Abstentions only have an eftecthe outcome of any matter being
voted on at the Annual Meeting that requires thareyal based on our total shares of common stotdtanding. Two of the proposals to be
considered at the Annual Meeting require an affiimeavote based on the total shares outstandinge&ch of those proposals, an abstention
is equivalent to a vote against the proposal.

What is the voting requirement to approve each oftte proposals?
The following table sets forth the votireguirement with respect to each of the proposals:

Proposal 1—Election of directors The 14 nomirfeeslirector will be elected by a plurality of the
votes cast by holders of our common stock presepéison or by

proxy and entitled to vote at the Annual Meeti

Proposal 2—Granting to the Level 3 Board of Diresto
discretionary authority to amend our Restated Geate of
Incorporation to effect a reverse stock split a ohfour ratios

To be approved by our stockholders, this propasglires the
affirmative vote of the holders of a majority okttiotes entitled to
be cast in respect of all outstanding shares otommon stock

Proposal 3—An amendment to our Restated Certifichte
Incorporation increasing the number of authoriZzearss of our
common stock, par value $.01 per share, by 400cmiffrom
2.5 billion to 2.9 billion.

To be approved by our stockholders, this propasglires the
affirmative vote of the holders of a majority okttiotes entitled to
be cast in respect of all outstanding shares otommon stock.

Proposal 4—The amendment and restatement of ol 8%k To be approved by our stockholders, this propasaglires the

Plan to extend the term of that plan and to ineé¢hs number of
shares of our common stock, par value $.01 peesteserved for
issuance under the plan by 50 millit

Proposal 5—The transaction of such other businessay properly

affirmative vote of a majority of the votes casthmlders of our
common stock present in person or by proxy andledtio vote at
the Annual Meeting

To be approved by our stockholders, this propasglires the

come before the Annual Meeting or any adjournments
postponements thereof.

affirmative vote of a majority of the votes casthmlders of our
common stock present in person or by proxy andledtio vote at
the Annual Meeting

Can | change my vote after | have voted?

You may revoke your proxy and change yaie\at any time before the final vote at the meet¥ou may vote again on a later date on
the Internet or by telephone (only your latestimét or telephone proxy submitted prior to the rnmgewvill be counted), or by signing and
returning a new proxy card with a later date, oabignding the meeting and voting in person. Howeyaur attendance at the Annual
Meeting will not automatically revoke your proxylass you vote again at the meeting or specifiagaitjuest in writing that your prior proxy
be revoked. Other than as described here, themgodmnitations on your ability to revoke or changmur vote. If you hold your shares in

5
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street name, you should consult your broker fasrimiation regarding how to revoke or change youevot

Is cumulative voting permitted for the election ofdirectors?

Our Restated Certificate of Incorporationl #mended and Restated By-laws do not permit gatutnulate your votes.

Is my vote confidential?

Proxy instructions, ballots and voting tibions that identify individual stockholders am@nlled in a manner that protects your voting
privacy. Your vote will not be disclosed either it Level 3 or to third parties, except:

. As necessary to meet applicable legal requirements;
. To allow for the tabulation and certification oftes; and
. To facilitate a successful proxy solicitation.

Occasionally, stockholders provide writteimments on their proxy cards, which may be foredrtb management and our Board of
Directors.

Who will tabulate the vote?

Our transfer agent, Wells Fargo Shareov@sevices, will tally the vote, which will be cer&tl by an Inspector of Election who is a
Level 3 employee.

Where can | find the voting results of the Annual Meeting?

The preliminary voting results will be anmeed at the Annual Meeting. The final voting réswulill be tallied by the Inspector of
Election and will be reported by us through thmjlof a Form 8-K, which we expect to file with thleS. Securities and Exchange
Commission, or SEC, by May 26, 2010.

Am | entitled to appraisal rights?

The Board has not proposed for consideraidhe Annual Meeting any transaction for whioh taws of the State of Delaware entitle
stockholders to appraisal rights.

Who is paying for the cost of this proxy solicitatbn?

Level 3 is paying the costs of the solioita of proxies. We must pay brokerage firms arteopersons representing beneficial owne
shares held in street name certain fees assoaciétted

. Forwarding the Notice to beneficial owners;
. Forwarding printed proxy materials by mail to becief owners who specifically request them; and
. Obtaining beneficial owners' voting instructions.

In addition to soliciting proxies by mail, our bdamembers, officers and employees may solicit @®xin our behalf, without additional
compensation, personally or by telephone. We usb aolicit proxies by email from stockholders wdre our employees or who previously
requested to receive proxy materials electronically
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What is householding of Proxy Materials?

Some banks, brokers and other nomineeddualders may be participating in the practicefafu'seholding” proxy statements and
annual reports. This means that only one copyisffoxy statement or our annual report may haes lsent to multiple stockholders in your
household. We will promptly deliver a separate copgither document to you if you write or callaisthe following address or phone
number: Investor Relations, Level 3 Communicatidns,, 1025 Eldorado Boulevard, Broomfield, Colare80021, (720) 888-1000. If you
want to receive separate copies of our annual tepol proxy statement in the future, or if you @eeiving multiple copies and would like to
receive only one copy for your household, you sti@aintact your bank, broker or other nominee reboider, or you may contact us at the
above address and phone number.

What is the deadline to propose actions for considation at the 2011 Annual Meeting of Stockholders ioto nominate individuals to
serve as directors?

You may submit proposals, including diregtominations, for consideration at future annuaktings of stockholders.

A stockholder who would like to have a psal considered for inclusion in our 2011 Proxyt&taent must submit the proposal so that it
is received by us no later than December 10, 28EQ rules set standards for eligibility and spethify types of stockholder proposals that
may be excluded from a proxy statement. Stockhgldeposals should be addressed to the Secretarg| B&Communications, Inc., 1025
Eldorado Boulevard, Broomfield, Colorado 80021.

If a stockholder does not submit a propémainclusion in next year's proxy statement, instead wishes to present it directly at the :
Annual Meeting of Stockholders, or the 2011 Anndakting, our By-laws require that the stockholdetify us in writing on or before
March 21, 2011, but no earlier than February 19,12@or the proposal to be included in our proxytenal relating to that meeting. Proposals
received after March 21, 2011 will not be votedadthe 2011 Annual Meeting. In addition, such psgdenust also include a brief descript
of the business to be brought before the 2011 Arvieating, the stockholder's name and record addtke number of shares of our comr
stock that are owned beneficially or of record bgtsstockholder, a description of any arrangementsiderstandings between the
stockholder and any other person in connection gutth proposal and any material interest of sumtkiblder in such proposal, and a
representation that the stockholder intends to @pipeperson or by proxy at the 2011 Annual Meeting

If the stockholder wishes to nominate onenore persons for election as a director, suctksimder's notice must also state the
information described below under the capticREELECTION OF DIRECTORS PROPOSALNominating Procedure$,and "
REELECTION OF DIRECTORS PROPOS— Additional Information for Submission of Nominasdier Director."

All proposals must be directed to the Seeye Level 3 Communications, Inc., 1025 EldoradmBvard, Broomfield, Colorado 80021.

How can | communicate with the independent directos on Level 3's Board?

If you wish to communicate directly withetBoard, a committee of the Board or with an indlisal director, regarding matters related to
Level 3, you should send the communication to:

Level 3 Communications, Inc.

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

1025 Eldorado Boulevard

Broomfield, Colorado 80021
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We will forward all stockholder corresponde about Level 3 to the Board, committee or irdliail director, as appropriate. Please note
that we will not forward communications that ararsyp junk mail and mass mailings, service complas#svice inquiries, new service
suggestions, resumes and other forms of job iregjigurveys, and business solicitations or adeengsts.
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REELECTION OF DIRECTORS PROPOSAL

At the Annual Meeting, the 14 directorstthge standing for reelection will be reelectetidtd office for a one-year term until the 2011
Annual Meeting, or until their successors have kedented and qualified. If any nominee shall, ptiothe Annual Meeting, become
unavailable for election as a director, the persmmed in the accompanying form of proxy will, ireir discretion, vote for that nominee, if
any, as may be recommended by the Board, or thedBoay reduce the number of directors to eliminlévacancy.

Nomination Procedures

In exploring potential candidates for diogcthe Nominating and Governance Committee oBbard considers individuals
recommended by members of the committee, othectdir® members of management, stockholders onsetfinated individuals. The
committee is advised of all nominations that afensitted to us and determines whether it will furtbensider those candidates using the
criteria described below. The committee membersyapg criteria described below, and also exerttisér judgment to select those potential
candidates that they believe are best suited te s members of our Board and, when consideradyasup, provide a diversity of
viewpoints, professional experiences, educationakfrounds, professional skills and other individnalities and attributes that contribute
to Board heterogeneity and effectiveness.

In order to be considered, each proposadidate must:

. be ethical;
. have proven judgment and competence;
. have professional skills and experience in dealiity a large, complex organization or in dealinghndomplex issues that are

complementary to the background and experiencesepted on the Board and that meet our needs;

. have demonstrated the ability to act independetty be 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 ouoskholders.

After the Nominating and Governance Conmemithas completed its evaluation, it presents dsmenendation to the full Board for the
full Board's consideration and approval. In presgnits recommendation, the committee also repmmtsther candidates who were consid
but not selected.

We will report any material change to thiscedure in a quarterly or annual filing with tBEC and any new procedure will be available
on our website attww.level3.com

The members of the Nominating and Govereammenmittee believe that each of the nominees theetriteria described above. In
addition to the information presented below regagdiach nominee's specific experience, qualificatiattributes and skills that led our
Board to the conclusion that he should serve aseatdr, we also believe that all of our nomineaséa reputation for integrity, honesty and
adherence to high ethical standards. They eachd@wenstrated business acumen and an ability t@isgesound judgment, as well as a
commitment of service to Level 3 and our Board.

Information as to Nominees

The respective ages, positions with Levéd &ny, business experience, directorships irotompanies and Board committee
memberships, of the nominees for election areasét below. All
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information is presented as of March 14, 2010. Oth&n James Q. Crowe and Charles C. Miller, bha of these directors is our employee.

Name Age Position
Walter Scott, Jr. 78  Chairman of the Boar
James Q. Crowe 60  Chief Executive Officer
and Directol
R. Douglas Bradbur 59 Director(1)
Douglas C. Eby 50 Director(1)
Admiral James O. Ellis, 62
Jr. Director(3)
Richard R. Jaro 58 Director(2)
Robert E. Juliai 70  Director(1)
Michael J. Mahone 59 Director(2)
Rahul N. Merchan 53 Director(1)
Charles C. Miller, llI 57  Vice Chairman,

Executive Vice
President and Directt

Arun Netravali 63 Director(2)
John T. Ree: 66  Director(1)(3)
Michael B. Yanne) 76  Director(3)
Dr. Albert C. Yates 68  Director(2)

(1)  Member of Audit Committee
(2 Member of Compensation Committee
(3)  Member of Nominating and Governance Commi

The members of the Nominating and Govereamenmittee as well as the full Board believe thatnominees have the following
particular experience, qualifications, attributeskills to serve as a member of our Board.

Walter Scott, Jr. has been our ChairmaheBoard since September 1979, and our direatoeshpril 1964. Mr. Scott has been
Chairman Emeritus of Peter Kiewit Sons', Inc. ("PKSnce 1998. Mr. Scott is also a director of PB8rkshire Hathaway Inc., MidAmeric
Energy Holdings Company ("MidAmerican”), and Valmémdustries, Inc. Mr. Scott was also previousljirector of Burlington
Resources Inc., Commonwealth Telephone Enterpiises("Commonwealth") and RCN Corporation ("RCNT'he Board selected
Mr. Walter Scott, Jr. to serve as a director beeduiselieves he possesses valuable managemefinandial expertise, including extensive
experience with capital markets transactions amdstments in both public and private companies.34ntt has over 50 years of business
experience in leading a large and complex organizatuch as Level 3. In addition, Mr. Scott hasr@®@years of experience in serving as a
member of the board of directors for various congam the telecommunications industry, which inferhis judgment and risk assessment
as a Board member.

James Q. Crowe has been our Chief Exec(iffieer since August 1997, and our director sidare 1993. Mr. Crowe was also our
President until July 2000. Mr. Crowe was Presidamt Chief Executive Officer of MFS Communicationen@any, Inc. ("MFS") from June
1993 to June 1997. Mr. Crowe also served as Chaiohthe Board of WorldCom, Inc. from January 19@ifil July 1997, and as Chairman
of the Board of MFS from 1992 through 1996. Mr. @eowas also previously a director of Commonweatith RCN. The Board selected
Mr. Crowe to serve as a director because he i€bief Executive Officer, and the Board believed this critical that our chief executive
officer serve as a member of our Board for a varétreasons, including Mr. Crowe's central rolédrmulating and leading the
implementation of our business strategy. Mr. Criyvae approximately 25 years of experience in leadaomgpanies in various portions of the
telecommunications industry, and approximately &rg of experience in guiding companies seekimgise capital in both the
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private and public capital markets. Mr. Crowe'sangive knowledge of the telecommunications indussryvell as relationships with senior
management at other telecommunications companieg drunique and valuable perspective to the Board.

R. Douglas Bradbury has been our diredtaresFebruary 2009. Mr. Bradbury has been a privatestor for more than the past five
years. Mr. Bradbury served as our Vice Chairmamfg®d00 to 2003 and as our Executive Vice PresidedtChief Financial Officer fror
1997 to 2000. Mr. Bradbury was previously a mendieyur Board from 1997 to 2003. Prior to joiningvie¢ 3, Mr. Bradbury was Executive
Vice President and Chief Financial Officer of MR&iLlits purchase by WorldCom, Inc. in 1996. Hereumtly serves on the board of directors
of LodgeNet Interactive Corporation, a leading pdev of media and connectivity solutions desigreecheet the needs of hospitality,
healthcare and other guest-based businessestdhisrretirement, Mr. Bradbury had served in vasisenior finance positions, including as
having served as the Chief Financial Officer ofrblotvel 3 and MFS. Mr. Bradbury has over 20 yedexperience in managing the financ
operations of companies in various portions oftdlecommunications industry, and over 20 yearsxp€dence in raising capital in both the
private and public capital markets. The Board setédr. Bradbury to serve as a director becaubelieves he possesses valuable
telecommunications and financial expertise, inalgdéxtensive experience with capital markets tretitaas and investments in both public
and private companies. Mr. Bradbury is currenthyisg on the Board's Audit Committee.

Douglas C. Eby has been our director sikugust 2007. Mr. Eby has been a private investicesDecember 2009. Mr. Eby was
previously Chairman and CEO of TimePartners LLCinmestment advisory firm from 2004 until DecemB@09. Prior to that, from April
1997 until September 2007, Mr. Eby was Presidefioofay LLC, a registered investment advisory fitraying joined Torray LLC in 1992.
Mr. Eby is also a member of the Board of Directir§larkel Corporation, a specialty insurance conypamd Chairman of the Board of
Realty Finance Corporation, a commercial real estpecialty finance company. Mr. Eby is also a pssnber of the Board of Trustees and
past Chairman of the Boys and Girls Clubs of Greatashington, DC and a past trustee of Suburbampitkbdiealthcare System, a member
of The Johns Hopkins Health System Corporation.Blyy has over 25 years of experience as an investatwisor and portfolio manager
evaluating various investment opportunities. Tharmficselected Mr. Eby to serve as a director bedabsdieves that as a result of our review
of various business investment opportunities armcheed to periodically access the capital markbég,the Board benefits from Mr. Eby's
insights gained from his investment managementrexpee. Mr. Eby is currently serving as a membehefBoard's Audit Committee.

Admiral James O. Ellis, Jr. U.S. Navy (réas been our director since March 2005. Effedides 2005, Admiral Ellis became the
President and Chief Executive Officer of the Ingdtof Nuclear Power Operations or INPO, a nonpoafiporation established by the nuclear
utility industry in 1979 to promote the highestééyof safety and reliability in the operation eiciear electric generating plants. Admiral E
most recently served as Commander, U.S. Strategiiecn@nd in Omaha, Nebraska, reporting directly é0Skcretary of Defense, before
retiring in July 2004 after 35 years of servicehia U.S. Navy. In his Naval career, he held sewnmands. A graduate of the U.S. Naval
Academy, he also holds M.S. degrees in AerospagiEering from the Georgia Institute of Technol@mg in Aeronautical Systems from
the University of West Florida. He served as a Navator, is a graduate of the U.S. Naval TesttFichool and was qualified in the
operation and maintenance of naval nuclear povaattpl Admiral Ellis is also a member of the Boaf®wectors of Lockheed Martin
Corporation, a global security company and Inmap$aE, an owner and operator of geostationary s®firom which a wide range of voice
and high-speed data services are provided. Adrallial has over 40 years of experience in managmgleading large and complex
technology-focused organizations, in large paa essult of serving for 35 years as an active dugynber of the U.S. Navy. The Board
selected Admiral Ellis to serve as a director bsedtibelieves that it benefits from his insightsngd from his years of management and
government experience as we continue to
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implement our business strategy and review varigortunities to grow our business with variousefed] state and local governmental
departments and agencies. Admiral Ellis is curyesgrving as the chairman of the Board's Nominadind Governance Committee.

Richard R. Jaros has been our directoesinne 1993 and served as our President from H9P@97. Mr. Jaros has been a private
investor for more than the past five years. Mrodaerved as our Executive Vice President from 189%96 and our Chief Financial Officer
from 1995 to 1996. He also served as PresidenChinef Operating Officer of CalEnergy from 1992 @0B. Mr. Jaros was previously a
director of Commonwealth, MidAmerican and RCN. Maros has over 30 years of business, finance aretgenanagement experience
gained from serving in various capacities with¢efamunications, diversified and alternative energmpanies. As part of that experience,
Mr. Jaros has over 20 years of experience in sga$na member of the board of directors for varmmpanies in the telecommunications
industry. The Board selected Mr. Jaros to sene disector because of his general business anddimexperience, and that as a result of that
experience, the Board believes he is familiar witiny of the same issues that we face. Mr. Jarobdms involved in succession planning,
compensation, employee management and the evaluatecquisition opportunities. Mr. Jaros currersyves as the chairman of the Boa
Compensation Committee.

Robert E. Julian has been our directoresMarch 1998. Mr. Julian has been a private invéstomore than the past five years. From
1992 to 1995, Mr. Julian served as our Executivee\Rresident and Chief Financial Officer. The Basgldcted Mr. Julian to serve as a
director because of his more than 50 years of éxpez in finance, accounting and management, atdtik Board benefits from his insights
gained from that experience. Mr. Julian is curies#irving as a member of the Board's Audit Commjtaad formerly served as its chairman
from 1998 until 2007.

Michael J. Mahoney has been our directcesiAugust 2007. Mr. Mahoney has been a privatesitor since March 2007. From 2000
until March 2007, Mr. Mahoney was the President @hdef Executive Officer of Commonwealth. Priorthat, from 1997 until 2000,
Mr. Mahoney was president and chief operating efficf RCN. Mr. Mahoney also served as PresidentGindf Operating Officer of C-TEC
Corporation from 1993 until 1997. Mr. Mahoney immamber of the Board of Trustees of Wilkes Univgrdilr. Mahoney has over 30 years
of experience in leading and directing companighéntelecommunications industry, having most régeserved as the Chief Executive
Officer of Commonwealth. The Board selected Mr. lgiady to serve as a director because it believémbextensive experience related to
the delivery of communications services to a widdety of customers, and because he has run a coioations company with many of the
same issues that we face. As a former chief exaxofficer, Mr. Mahoney has been involved in stgatelanning, operations, succession
planning, compensation, employee management arelvtiieation of acquisition opportunities. Mr. Malegnrs currently a member of the
Board's Compensation Committee.

Rahul N. Merchant has been our directacesi@eptember 2009. Mr. Merchant has been a patiiedgen Capital, a private equity firm
based in New York City since 2008. From 2006 w2@i08, Mr. Merchant was Executive Vice Presidenig€CImformation Officer and
Member of the Executive Committee at Fannie Maghimrole, he led and transformed Technology apdr@tions groups. Prior to joining
Fannie Mae, Mr. Merchant was Senior Vice Presideiat Chief Technology Officer at Merrill Lynch & Cin this role, Mr. Merchant
managed the global technology organization fron02@il 2006. Mr. Merchant has also held seniodérahip positions at Cooper Neff and
Associates, Lehman Brothers, Sanwa Financial Ptsdgua Dresdner Bank. Mr. Merchant serves as a reailihe Board of Director at F:
Isaac Corporation (FICO), Collabera, Inc. and N#tej Inc. He also serves on the board of advismthe American India Foundation.

Mr. Merchant was previously a director of Sun M&ystems, Inc. Mr. Merchant has over 30 years oéggpce in finance, management and
information technology. The Board selected Mr. Mt to serve as a director because it believésathenportant contributor to our future
success is the continued development and implem@mtaf information systems, and that the Board ldnefit from Mr. Merchant's
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particular insights gained from his extensive infation technology and management experience. Mrchéet is currently serving as a
member of the Board's Audit Committee.

Charles C. Miller, Il has been our Vicedliman and Executive Vice President since Febr2@6i. Mr. Miller has also been our
director since February 2009. Mr. Miller was praisty a director from February 2001 until May 2084ior to joining us, Mr. Miller was
President of Bellsouth International, a subsidi@Bellsouth Corporation from 1995 until Decemb804@. Prior to that, Mr. Miller held
various senior level officer and management pasiéibBellSouth from 1987 until 1995. Mr. Miller haser 30 years of experience in strategy
and corporate development for companies in the aomirations industry. The Board selected Mr. Mitieiserve as a director because of his
significant knowledge of the telecommunicationsuisttly and as our vice chairman and executive viesigent responsible for strategy,
corporate development and marketing, Mr. Millenlge a unique and valuable perspective to the Boarstrategy and corporate
development matters.

Arun Netravali has been our director siAgeil 2003. Mr. Netravali has been the ManagingtRar of OmniCapital Group LLC, a
venture capital firm, since November 2004. Mr. Ide&li was a private investor from April 2003 umNibvember 2004. Prior to that,
Mr. Netravali was Chief Scientist for Lucent Teclogies, working with academic and investment comitiesto identify and implement
important new networking technologies from Jan092 to April 2003. Prior to that position, Mr. Metali was President of Bell Labs as
well as Lucent's Chief Technology Officer and Chileftwork Architect from June 1999 to January 2@&l Labs was the research and
development organization for Lucent Technologiesiamow part of Alcatel-Lucent. Mr. Netravali iglaector of LSI Corporation, a leading
provider of innovative silicon, systems and softvtachnologies. Mr. Netravali has over 35 yearsxpierience developing and evaluating
technology in the communications industry. The Bloselected Mr. Netravali to serve as a directoahbse it believes he brings, among other
things, valuable technology expertise to the Bolhd.Netravali has deep technological expertiseudloar services and current technology
well as our anticipated future technological nesuls those of the industry. Mr. Netravali is curhgat member of the Board's Compensation
Committee.

John T. Reed has been our director sincei2003. Mr. Reed has been a private investomfmre than the past five years. Mr. Reed is
also a Director of First National Nebraska, Inad arDirector of Investors Real Estate Trust, a estdte investment trust. Mr. Reed is also
Chairman of the Board of Trustees of Boys Townated in Boys Town, Nebraska. Mr. Reed was Chairaiag#MG Properties, the real
estate investment banking joint venture of McCar@rgup, Inc. from 2000 until February 2005. Priothat, he was Chairman of
McCarthy & Co., the investment banking affiliateM€Carthy Group. Prior to joining McCarthy Grouplf97, Mr. Reed spent 32 years v
Arthur Andersen LLP. Mr. Reed was also previoustliractor of Bridges Investment Fund, Inc., a mufuad. The Board selected Mr. Reed
to serve as a director because of his more thamedfs of experience in finance, accounting and gemant, and that the Board benefits fi
his insights gained from that experience. Mr. Risemlrrently serving as the chairman of the Boahdidit Committee and is a member of the
Board's Nominating and Governance Committee.

Michael B. Yanney has been our directocsiklarch 1998. He has served as Chairman of thedBdarhe Burlington Capital
Group, LLC (formerly known as America First CompesiL.L.C.) for more than the last five years. ManYiey also served as President and
Chief Executive Officer of The Burlington Capitat@ip, LLC. Mr. Yanney was previously a directorBifrlington Northern Santa Fe
Corporation and RCN. Mr. Yanney has over 50 ye&alsisiness, finance and banking experience. ThedBsealected Mr. Yanney to serve as
a director because of his more than 50 years ahbss experience and his extensive board and caéesn@kperience at both public and
private companies. Mr. Yanney also provides therBedth a particularly valuable Eastern Europeantage point, having conducted
business in Eastern Europe for more than 30 yeduish is useful for the
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development of our business in Eastern EuropeYenney is currently a member of the Board's Noniiigednd Governance Committee.

Dr. Albert C. Yates has been our directoces March 2005. Dr. Yates retired after 13 yearprasident of Colorado State University in
Fort Collins, Colorado in June 2003. He was alsanckllor of the Colorado State University Systenil @ctober 2003, and is a former
member of the board of the Federal Reserve Boakanéas City-Denver Branch and the board of dirsabd First Interstate Bank and
Molson Coors Brewing Company. He currently sernea director of Guaranty Bancorp, a bank holdinggany that operates 34 branche
Colorado through a single bank, Guaranty Bank angdtlCompany, and StarTek, Inc., a leading providérigh value business process
outsourcing services to the communications indufiry Yates has over 40 years of experience ine@éand management generally. The
Board selected Dr. Yates to serve as a directauserit believes that it benefits from his insigiaged from his years of management
experience and his prior senior positions in acade® we continue to implement our business styasgvell as his extensive board and
committee experience at both public and privategames. Dr. Yates is currently a member of the Bsatompensation Committee.

Our Corporate Governance Guidelines prothdé a director should not be nominated to a reew if he would be over age 73 at the
time of the election, however, this limitation mag waived by the Board if the Board feels to dovsald be in our interests. Each of
Messrs. Scott and Yanney are being nominated &ecton at the 2010 Annual Meeting as a direcltthoagh Mr. Scott is 78 and
Mr. Yanney is 76. Mr. Scott has been a Level 3doesince 1964 and the Chairman of the Board sii8d® and Mr. Yanney has been a
Level 3 director since 1998. Each has demonstita¢edendous energy and commitment to his Level IdBsarvice. Messrs. Scott's and
Yanney's knowledge and understanding of Level @sness and their significant years of leaderstipével 3 are important to the Board in
fulfilling its obligations to the stockholders. TB®ard has determined that it is in our intereat #ach of Messrs. Scott and Yanney stand for
reelection as a Level 3 director.

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

Board Structure and Risk Oversight

Walter Scott, Jr., serves as our ChairnfaheoBoard and James Q. Crowe serves as our CE®OB®dard believes that independent
oversight of management is an important componkah @ffective board of directors. The independgward members have determined that
the most effective Board leadership structure fewvdl 3 at the present time is for the CEO positiohe separate from the Chairman of the
Board position, a structure that has served usfaethany years. The independent Board members\gethat because the CEO is ultimately
responsible for the day-to-day operation of Levah@ for executing our strategy, and because afwmpeance is an integral part of Board
deliberations, the CEO should be an important gfattte Board, but that under the current circuntstana different individual act as
Chairman of the Board. The Board retains the aitthtir modify this structure to best address ougua circumstances, and so advance the
best interests of all stockholders, as and whenogpiate.

The Board also believes, for the reasonfosi below, that its existing corporate goveroaipractices also achieve independent
oversight or management accountability. Our govwerearactices provide for strong independent leskdey independent discussion among
directors and for independent evaluation of, androanication with, many members of senior managenmidmdse governance practices are
reflected in our Corporate Governance Guidelinebtha various Board committee charters, which aedlable on our website. Some of the
relevant processes and other corporate governaactges include the following.
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. The basic responsibility of the directors is toreise their business judgment to act in what tlegsonably believe to be in the
interests of Level 3 and our stockholders. The Baatects the senior management team, which ismsgige for the day-to-
day conduct of our business.

. Directors are expected to attend Board meetingsvaetings of committees on which they serve, argpémd the time needed
and meet as frequently as necessary to propechalige their responsibilities.

. The Chairman of the Board and our CEO establistagfemda for each Board meeting. Each Board memberd to suggest
the inclusion of items on the agenda. Each Boandhlbee is free to raise at any Board meeting subjbetisare not on the
agenda for that meeting.

. The Board reviews our long-term strategic plansnduat least one Board meeting each year.

. The non-management directors periodically meeketetive session as a part of regularly schedulztdmeetings. The
Chairman presides at these meetings, as he isanodfomanagement.

. Directors have full and free access to our offigard employees. The Board welcomes regular atteedaneach Board
meeting of our senior officers.

. We conduct an orientation program for new direcémsoon as practical following the meeting at Withee new director is
elected. This orientation includes presentationsdnjor management to familiarize new directorhwitr strategic plans,
financial reporting, its principal officers, itsditing processes, and such other topics as thedBaat/or the CEO feel are
appropriate. All other directors are also invitedattend the orientation program.

. The Board is responsible for evaluating the perforoe of the CEO. The Compensation Committee oBtieed is responsible
for determining the compensation of the CEO, araluates the CEQO's performance as it relates ttmhgsand short term
compensation goals.

. The Board conducts an annual self-evaluation terdeéhe whether it and its committees are functigreffectively. The
Chairman of the Board's Nominating and Governamma@ittee receives comments from all directors aebrts to the Board
with an assessment of the Board's performance.

The Board oversees our stockholders' inténeour long-term and overall success and owanfial performance. The full Board is
actively involved in overseeing risk managementu®rit does so in part through its oversight aftop executives who supervise day-to-day
risk management throughout Level 3. To the exteat these executives identify recurring themes atenmal risks, they are reported to and
discussed by the Board.

In addition, each of our Board committeessiders the risks within its areas of respongiedi For example, the Audit Committee
considers financial risk on a quarterly basis a@bmmends guidelines to various financial relatgmbsures. The Audit Committee also
reviews risks related to financial reporting. Thedit Committee discusses any material violationswfpolicies brought to its attention.
Additionally, the outcome of our internal auditkidssessment is presented to the Audit Committeeadly; this assessment identifies inte
controls risks and drives the internal audit planthe coming year. Material violations of our Caddcthics and related corporate policies are
reported to the Audit Committee and/or the Nommga@nd Governance Committee, depending on the cubgtter and, as required, are
reported to the full Board. The Compensation Cor@riteviews our overall compensation program andffectiveness at both linking
executive pay to performance and aligning the @#isrof our executives and our stockholders. ThaiNating and Governance Committee
reviews our governance programs on an annual basis.

15




Table of Contents

Corporate Governance

We have Corporate Governance Guidelingsattddress the governance activities of the Boaddimeiude criteria for determining the
independence of the members of our Board. Thesieljues are in addition to the requirements of3bkeurities and Exchange Commission
and The NASDAQ Stock Market. The Guidelines alsude requirements for the standing committeefi@Board, responsibilities for
Board members and the annual evaluation of thed3®and its committees' effectiveness. The Corpdeaivernance Guidelines are availe
on our website atww.level3.com At any time that these guidelines are not avéglaln our website, we will provide a copy upon terit
request made to Investor Relations, Level 3 Comaations, Inc., 1025 Eldorado Boulevard, Broomfi€ldlorado 80021.

Although we include references to our wehsiny information that is included in our websit@ot part of this Proxy Statement.
Independence

The Board also evaluates the independeieaah director in accordance with applicable lawd regulations and its Corporate
Governance Guidelines. Based on the recommendatioar Nominating and Governance Committee, ther@bas determined that the
following directors are "independent” as requirgdapplicable laws and regulations, by the listitapdards of The NASDAQ Stock Market
and by the Board's Corporate Governance GuidelReBouglas Bradbury, Douglas C. Eby, Admiral Ja@egllis, Jr., Richard R. Jaros,
Robert E. Julian, Michael J. Mahoney, Rahul N. Mard, Arun Netravali, John T. Reed, Walter Scott,Michael B. Yanney and Dr. Albert
C. Yates. The Board has also concluded that ahe@fmembers of each of the Audit, CompensationNamdinating and Governance
committees are "independent” in accordance withelsame standards.

Code of Ethics

We have a code of ethics that complies thithstandards mandated by the Sarbanes-Oxleyf2€602. The complete code of ethics is
available on our website atvw.level3.com At any time that the code of ethics is not av@éaon our website, we will provide a copy upon
written request made to Investor Relations, Lev€bBmunications, Inc., 1025 Eldorado Boulevard,dsnfield, Colorado 80021. If we
amend the code of ethics, or grant any waiver fagonovision of the code of ethics that appliesupexecutive officers or directors, we will
publicly disclose such amendment or waiver as reduby applicable law, including by posting sucheadment or waiver on our website at
www.level3.conor by filing a Current Report on Form 8-K.

Stockholder Communications with Directors

A stockholder who wishes to communicatectly with the Board, a committee of the Board dhvan individual director, regarding
matters related to Level 3 should send the comnatipit to:

Level 3 Communications, Inc.

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

1025 Eldorado Boulevard

Broomfield, Colorado 80021

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

The Board had a total of nine meetingsd@2 In 2009, no director attended less than 75%efneetings of the Board, and no director
attended less than 75% of the meetings of the cttewsiof which he was a member. In addition, themanagement directors met without
any management directors or employees presentifoas during 2009. These meetings are chaired bySklutt.

Although we do not have a formal policyisiexpected that our Board members will attendasunual meetings. All of our Board
members attended our 2009 Annual Meeting of Stddens, with the exception of Michael B. Yanney.

Section 16(a) Beneficial Ownership Reporting Coamalée

To our knowledge, no person that was ectbire executive officer or beneficial owner of mehean 10% of the outstanding shares of our
common stock failed to timely file all reports réma under Section 16(a) of the Securities Exchakgjeof 1934.

Audit Committee

The Audit Committee is responsible for apping, setting compensation for, and overseeimgvtibrk of our independent registered
public accounting firm. The Audit Committee reviethe services provided by our independent regidtpublic accounting firm, consults
with the independent registered public accountirg &ind reviews the need for internal auditing pdares and the adequacy of internal
controls. The members of the Audit Committee atenJb. Reed (Chairman), R. Douglas Bradbury, Dou@agby, Robert E. Julian and
Rahul N. Merchant. The Board has determined ttettbmbers of the Audit Committee are independetfiinvihe meaning of the listing
standards of The NASDAQ Stock Market. The Boarddetermined that Mr. John T. Reed, Chairman ofthdit Committee, qualifies as a
"financial expert" as defined by the SEC. In makihg determination, the Board considered Mr. Rezrddentials and financial background
and found that he was qualified to serve as thmatftial expert." The Audit Committee met five tintksing 2009.

The Audit Committee has chosen KPMG LLPassindependent registered public accounting fiom2010. As part of its
responsibilities, the Audit Committee is requiredhte-approve the audit and non-audit servicepmdd by the independent registered
public accountants in order to assure the publoactant's independence. The Audit Committee haptad a pre-approval process with
respect to the provision of audit and non-auditises to be performed by KPMG LLP. This pre-apptgracess requires the Audit
Committee to review and approve all audit servanes permitted non-audit services to be performedBWMG LLP. The Audit Committee
establishes pre-approval fee levels for all ses/toebe provided by KPMG LLP annually. Audit sepscare subject to specific pre-approval
while audit-related services, tax services andtlkr services may be granted pre-approvals witpétified categories. Any proposed
services exceeding these levels require specifieapproval by the Audit Committee. AdditionallyetAudit Committee may delegate either
type of pre-approval authority to one or more sfritembers. A report, for informational purposeypaof any preapproval decisions made
a single member of the Audit Committee is madéé&oftill Audit Committee on at least a quarterlyiba®ne hundred percent of the services
that required pre-approval by the Audit Committeeeived that approval.

One or more representatives of KPMG LLH b4l present at the Annual Meeting. Although thély mot make a statement at the
meeting, they will be available to answer apprdprguestions.

The Audit Committee operates pursuantwsitien charter. A copy of the Audit Committee'sadier is available on our website at
www.level3.com A copy of the Audit Committee's 2009 Report islimled as Annex 1.
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Compensation Committee

The Compensation Committee is responsiri@v¥erseeing our compensation strategy and psltoi@llow us to attract key employees
and to determine that employees are rewarded apately for their contributions, that employees aretivated to achieve our objectives, |
key employees are retained, and that such stratedjpolicies support our objectives, includingititerests of our stockholders. The
Compensation Committee also approves the saléwesises and other compensation for all executifieeo$, and reviews and recommends
to the full Board the compensation and benefitsmfmr-employee directors. The members of the CongtmmsCommittee are Richard R.
Jaros (Chairman), Michael J. Mahoney, Arun Netrisasadl Dr. Albert C. Yates. The Board has determitied the members of the
Compensation Committee are independent within teammg of the listing standards of The NASDAQ Stitarket. The Compensation
Committee met eight times in 2009.

Additional information on the Compensatommittee's processes and procedures for condmeiEtexecutive compensation are
addressed in the Compensation Discussion and Airddgtow. In addition, the Compensation Committegfmrt follows at the end of the
Compensation Discussion and Analysis. The Compmms@bmmittee operates pursuant to a written chafteopy of the Compensation
Committee's charter is available on our websitevaiv.level3.com

Compensation Committee Interlocks and Insider grditions

None of the members of the Compensation@itiee is currently our officer or employee. Urit197, Mr. Jaros was an officer of the
company.

Nominating and Governance Committee

The Nominating and Governance Committe@iges oversight and guidance to the Board to erthatethe membership, structure,
policies, and practices of the Board and its coremad facilitate the effective exercise of the Btsardle in the governance of the company.
The Committee (i) reviews and evaluates the pdieied practices with respect to the size, composithdependence and functioning of the
Board and its committees (ii) reflects those peBcand practices in our Corporate Governance Go&gland (i) evaluates the qualificatic
of, and recommends to the full Board, candidateglection as directors. The members of the Noririgaand Governance Committee are
Admiral James O. Ellis, Jr. (Chairman), John T.dRard Michael B. Yanney. The Board has determihatithe members of the Nominating
and Governance Committee are independent withimiening of the listing standards of The NASDAQc&tMarket. The Nominating and
Governance Committee met two times in 2009.

The Nominating and Governance Committegaipe pursuant to a written charter. A copy ofleeninating and Governance
Committee's charter is available on our websitevaiv.level3.com

Additional Information for Submission of Nominations for Director

Our By-laws require that a stockholder w¥ishes to nominate an individual for election alractor at our Annual Meeting of
Stockholders must give us advance written notiddass than 60 days prior to the anniversary datleeoprior year's Annual Meeting of
Stockholders and not more than 90 days prior tatimeversary date of the prior year's Annual MegtihStockholders, in connection with
next year's Annual Meeting of Stockholders and rbesa stockholder of record on the date of thengiwf the required notice and on the
record date for the determination of stockholderitled to vote at that meeting.
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The stockholder's notice must provide asath person whom the stockholder proposes to rawenfar election as a director:

. the name, age, business address and residencesdfitbe person;

. the principal occupation or employment of the perso

. the class or series and number of shares of outatafpck that are owned beneficially or of recbgdthe person; and

. any other information relating to the person thatld be required to be disclosed in a proxy statgraeother filings required

to be made in connection with solicitation of pexcior election of directors pursuant to Sectiomflthe Securities Exchange
Act of 1934, and the rules and regulations promelgjghereunder.

In addition, as to the stockholder givihg hotice, the stockholder must indicate:

. the name and record address of such stockholder;
. the class or series and number of shares of outatafpck that are owned beneficially or of recbgdsuch stockholder;
. a description of all arrangements or understandigeween such stockholder and each proposed nomitteany other person

or persons (including their names and addressesyant to which the nominations(s) are to be madsulbh stockholder;

. a representation that such stockholder intendppear in person or by proxy at the meeting to nateithe persons named in
its notice; and

. any other information relating to such stockholtet would be required to be disclosed in a prdayesnent or other filings
required to be made in connection with solicitatddproxies for election of directors pursuant tction 14 of the Securities
Exchange Act of 1934 and the rules and regulatiwamulgated thereunder.

This notice must be accompanied by a writinsent of each proposed nominee to being namadaminee and to serve as a direct
elected. All notices must be delivered or mailethi Secretary, Level 3 Communications, Inc., 1BR®rado Boulevard, Broomfield,
Colorado 80021.

19




Table of Contents

COMPENSATION DISCUSSION AND ANALYSIS

The following Compensation Discussion anthlsis describes the material elements of compienstr our executive officers
identified in the Summary Compensation Table whoerefer to as our Named Executive Officers. The @emsation Committee of the
Board or the Compensation Committee makes all fiealsions for the total direct compensation—thathie base salary, bonus and stock
based long-term incentive awards—of our Named Bxexfficers, including James Q. Crowe, our Clieecutive Officer. The
Compensation Committee also makes all award lexgkibns for the stock based long-term incentivaraa of our executive officers who
are not Named Executive Officers.

The day-to-day design and administratioeadfings, health, welfare and paid time-off pland policies applicable to our employees in
general and our Named Executive Officers are hanojeteams of our Human Resources, Finance and Deggartment employees. The
Compensation Committee (and in certain cases ttie @oard) remains responsible for certain fundatalechanges to these plans and
policies outside of the day-to-day administratiggquirements.

Compensation Philosophy
Core Beliefs. We believe that our success depends in largeopaur ability to attract and retain qualifiethgloyees.

As part of our efforts to satisfy the neéedttract, retain and motivate the individuals vpossess the skills necessary to grow our
business, management and our Compensation Cominéliese that our compensation programs shouléeefiur compensation philosophy.
This philosophy includes the following core beliefs

. our employees should be rewarded fairly and cortipely through a mix of base salary, short and toergn incentives,
benefits, career growth and development opporesidand a work environment that allows our employeeshieve results;

. our compensation programs should be flexible ireotd meet the needs of our business and are restia& appropriate by our
Compensation Committee;

. employee ownership demonstrates an economic stakér ibusiness that aligns employees' intereststiviise of our
stockholders;

. our compensation programs in particular for ourerg@nior employees should be based heavily onimgdang-term value,
which we believe is best measured by stock pricopaance;

. our compensation programs are supported by antieffguerformance review and management process; and

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

While these core beliefs reflect our compensatiofopophy, during 2009 the Compensation Committeegduation of the shorter term
aspects of our compensation programs was influebgét$ and our senior management's assessmem gfitrent uncertainty in the global
economy and the financial markets.

Short-Term Rewards. We believe that short-term financial rewardmal are not sufficient to attract and retain oumid Executive
Officers and that a properly designed long-term gensation program is a necessary component ofin@enk and retention of these
individuals. Our philosophy is to pay annual caalary compensation that is competitive and a peréorce-based bonus that in some cases
can be above market for performance that exceedgaals set by the Compensation Committee. Iniaddibur Named Executive Officers
may, from time to time, receive additional cash
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bonus compensation related to that individual'drdmution to results achieved under special iniitie¢ or programs or that individual's
contribution to extraordinary results.

Long-Term Rewards. We also believe that a critical component af @ampensation philosophy is having the abilitptovide
appropriate incentives to employees through a tengrincentive program that is tied to stock ppeeformance. We currently have a long-
term incentive or LTI program that provides for ttypes of equity awards. The first type of equighicle is a stock-indexed security referred
to as an outperform stock appreciation unit or O8kich is administered under our 1995 Stock Plargraended. The second type of equity
award is restricted stock units or RSUs, the retgtris on which lapse over a period of years, déipgnon the participant's continued
employment and the terms of the specific grant.

Assessment of Risk.The Compensation Committee is aware that cosgi@m arrangements, if not properly designed,dteatourage
inappropriate or excessive risk taking. In struciyiour compensation programs and awards, the Casagien Committee seeks to avoid any
material risk by balancing the use of short-tershceompensation with long-term, stock based congimmsthat is intended to correlate with
increases in long-term stockholder value. The Carsgiion Committee, in particular, recognizes tmabaer-emphasis on short-term cash-
based incentives can potentially lead to inadeqpiadeitization of longer term considerations.

The Compensation Committee believes trashort-term component of our Named Executive @fficand our other employees'
compensation, that is, annual cash incentive, doeencourage unnecessary or excessive risk tékirigese executives or our employees in
general. Although each executive officer as wekash employee is eligible to receive a cash bander our cash bonus program, the
payment of a bonus to any individual or the exeeutifficers as a group is entirely at the discretd our Compensation Committee.

The Compensation Committee also believasfir those executives and our other employedstréicipate in our LTI program, that t
LTI program does not incentivize these participdotsake unnecessary or excessive risks. In thepgéasation Committee's view, the vesting
schedule for our RSUs and the three-year cliffimgdieature of our OSOs serve as an incentive fioiNamed Executive Officers and other
recipients of these awards to remain with us arfddos their efforts on all elements of our perfarmoe that influence long-term common
stock price appreciation. We believe that vesteguirements over a three-year or four-year perodHe RSUs and three-years for the OSOs
encourage our executives and other LTI progranigiaants to avoid short-term actions that are tolong-term detriment.

Background Informatiol

For 2009, our Named Executive Officersude our Chief Executive Officer, our Chief Finareficer, our President and Chief
Operating Officer, our Vice Chairman and Executifiee President and our Executive Vice Presidentefdtegal Officer and Secretary.

Role of the Executive Office

As stated above, the Compensation Committaees all final decisions for the total direct gansation of our Named Executive
Officers. Mr. Crowe recommends to the Compensafiommittee any adjustments from the prior year'&Isasary, bonus target and long-
term incentive awards for each Named Executived®ffiother than himself.

The Compensation Committee retained FrekiéM. Cook & Co., Inc. as its independent compeaaratonsultant for its 2009
compensation determinations. However, in early 2€@® Compensation Committee requested that seraoagement issue a request for
proposal to several national compensation condgliaran effort to determine whether to retaircitsrent consultant or
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to select a replacement. The Compensation Comnuiteieled to explore alternative consultants sihbad been several years since its
current consultant was selected and that the Cosapien Committee believes that it is a good pradiicperiodically re-evaluate its
consultant selection. As a result of this procdss Compensation Committee selected Towers WatsGo.&as its compensation consultant
effective March 2009. Frederick W. Cook providedisalting services to the Compensation Committesutdin February 2009. Towers
Watson provided assistance to the Compensation Qtbeervith respect to the 2009 bonus determinatidrich was made in February 2010.

Frederick W. Cook and Towers Watson dopmovide any services to us other than advisingltbepensation Committee. In addition,
we do not retain any compensation consultants aktzer in connection with receiving advice with respto broad-based plans that do not
discriminate in favor of our executive officersdirectors, such as our 401(k) plan and our heakbrance plans.

In addition to providing information andadysis to the Compensation Committee, the Compems@ommittee's consultant also
provides the same information and analysis to Mow&, which in part informs his recommendations. ®@rowe is also provided analyses
that inform his recommendations by Mr. Thomas ©rt3f Executive Vice President, Chief Legal Offieed Secretary and Ms. Cathleen
Chambliss, Senior Vice President responsible fanmensation and benefits in our Human Resourcesribegat. Mr. Stortz, as part of his
duties, is the senior executive responsible for dmunesources matters. The Compensation Committeexeacise its discretion to modify a
recommendations provided by any member of manageinefuding Mr. Crowe.

The Compensation Committee determines Myw@'s total direct compensation including salagnus and LTI award levels.
Setting Executive Compensation

Based on our compensation philosophy afectizes, the Compensation Committee has structouednnual and long-term incentive-
based cash and non-cash executive compensatiootizate executives to achieve our business goalsamard the executives for achieving
these goals. Compensation decisions for our Narmeduive Officers generally take place in Februatythis time, the Compensation
Committee determines:

. the base salary for the current year;
. the long-term incentive award levels for the awgadr;
. whether any bonus compensation will be paid forréoently completed year based upon our resuiempared to the bonus

program's goals and objectives and such other radttat the Compensation Committee determinesnsider; and

. the goals and objectives for the bonus progranthiercurrent year.

For additional information relating to the CompdimmaCommittee's decisions for 2009, please seentre detailed discussion below under
the caption "—2009 Executive Compensation Componénts.

Peer Groups. The Compensation Committee has observed thiéd wi have historically competed for executivetalmost often wit
technology companies, more recent experiencesataltbat we are now competing regularly with ot@nmunications companies. Basec
our experience to date, the Compensation Commdttesmined to continue to reference a compenspaten group that is comprised of a set
of technology companies, or a Technology Compargr Beoup. However, given the more recent obsematibat we compete with
communications companies for executive talent, elsas the use by one or more institutional invesstd a communications company peer
group in assessing our performance, the Compensatmmittee determined to also use a compensagiengroup that includes a set of
communications companies or a Communications Cognpaer Group. The Compensation Committee usesgaethgroups as additional
sources of

22




Table of Contents

information in reviewing compensation decisions amdrall compensation program design for our seekecutives, including the Named
Executive Officers.

The following companies are included in @echnology Company Peer Group:

Affiliated Computer Services, In Lexmark International, Inc

Akamai Technologies, In LSI Logic Corporatior

Autodesk, Inc Molex Incorporatet

BMC Software, Inc National Semiconductor Corporati
Citrix Systems, Inc NCR Corporatior

Computer Sciences Corporati Novellus Systems, Ini

Fiserv, Inc. QLogic Corporatior

Jabil Circuit, Inc. Tellabs, Inc.

JDS Uniphase Corporatic VeriSign, Inc.

Juniper Networks, Inc Xilinx, Inc.

KLA -Tencor Corporatiol

The following companies are included in @@mmunications Company Peer Group:

American Tower Corporatio Qwest Corporatiol

CenturyTel, Inc SBA Communications Corporatic
Crown Castle International Cor Sprint Nextel Corp

Embarg Corporatio Telephone and Data Systems, |

Frontier Communications Corporati tw telecom inc

Global Crossing Limite: United States Cellular Corporatir
NIl Holdings, Inc. Windstream Corporatio

With respect to compensation program dedapisions affecting our Named Executive Officérat tare effective for 2009, the
Compensation Committee used as a guideline a casopasf each element of total compensation agé#iresinost recently available
comparable information for both the Technology CampPeer Group and the Communications Company®eeip. The most recently
available information for each peer group was 0&

The following information with respect toetcompanies in the Technology Company Peer Ginaloiding Level 3, is presented for
comparison purposes. Frederick W. Cook's repdhiigaCompensation Committee for 2009 compensatitermiénations was dated
November 12, 200¢

As of October 10, 2008

. 22 companies included in the peer group (includiegel 3)
. our most recent four quarter revenues were théigtiest

. our most recent four quarter EBITDA was the 4thhleigt

. our number of employees was the 11th highest

. our market capitalization was the 17th highest

. our enterprise value was the 2nd highest

The following information with respect toetcompanies in the Communications Company PeargGiocluding Level 3, is presented
comparison purposes.

As of October 10, 2008
. 15 companies included in the peer group (includiegel 3)

23




Table of Contents

. our most recent four quarter revenues were théigtiest
. our most recent four quarter EBITDA was the 11thiist
. our number of employees was the 8th highest

. our market capitalization was the 12th highest and

. our enterprise value was the 7th highest

Long-term incentive. Beginning in 2007, the Compensation Committtatdished LTI award levels for a 12 month periedibning
April 1 and continuing to March 31 of the subsequggar. For purposes of this Compensation Discasaia Analysis, we refer to this
12 month period for LTI awards as an Award Year.

In February 2009, the Compensation Commitietermined that the use of both outperform séqgiceciation units or OSOs and
restricted stock units or RSUs would be continuedtie 2009 Award Year—that is, the period from iRpy 2009 until March 31, 2010. We
continue to believe that a blended long-term inwergquity program that combines the use of OS@sRBUs allows us to accomplish
several of our compensation philosophy objectitas &re described in detail above, including priogican "outperformance" element thro
the OSO grants that is balanced by the retentiemeht provided by RSUs. For the 2009 Award Yea& Gbmpensation Committee
determined in February 2009 that the number of dsvéor OSOs would be a fixed amount awarded on @timypbasis and the number of
RSUs would be a fixed amount awarded on a quarberys.

To determine the annual long-term incengixagram award pool for all participants in the R&dl OSO award programs during the
2009 Award Year, including the Named Executive €¥fs, in February 2009 the Compensation Commitied as a guideline the
Shareholder Value Transfer methodology. The Shddeh&alue Transfer methodology analyzes, as ofitite of determination of the pool,
the aggregate fair value or expense of long-tewaritive awards as a percent of the issuer's taeteh capitalization. This percentage is
calculated on a gross basis, without taking intmaat cancellations and forfeitures of awards. Thenpensation Committee uses the
Shareholder Value Transfer methodology in part bsea

. the Compensation Committee believes that this naetlogy is effective in determining the economiatraoffs between
different grant types—such as stock options versssicted stock units;

. this methodology has the benefit of limiting théef of stock price fluctuations on year-to-yeaargrievels—which under
other methodologies could result in more sharesgoawarded when the common stock price is low ass $hares being
awarded when the common stock price is high; and

. certain third party research firms use this methagipto formulate their recommendation as to whestteckholders should
approve or reject the authorization of shares afroon stock to be issued under a stock-based longiteentive plan.

The Shareholder Value Transfer percentage usedeb@€dmpensation Committee in February 2009 asdetjue was approximately 1.75%
of our market capitalization, which percentageG@uenpensation Committee concluded was appropriagendte that this amount may not
represent the ultimate value actually delivereth&individual recipients over time. The Compermattommittee used as a guideline to
inform its decision the fact that the P'5percentile three year gross was 1.7% for the Telogy Company Peer Group. Also, given the
overall downturn of the economy and the resultimglstrading levels at the time, management ancCttrapensation Committee's consultant
believed companies would adopt a higher Sharehdldire Transfer percentage for 2009.
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The award level for each Named Executiviicef for the 2009 Award Year was determined by@wenpensation Committee, using as a
guideline, competitive data from both peer grogsswell as the individual's job position, respoilisiés and prior performance. For
additional information relating to the terms of lndlhe OSOs and the RSUs, please see the moreedatétussion below under the caption
"— 2009 Executive Compensation Components—Stock Awarde Compensation Committee will continue to rewibe effectiveness of
our long-term incentive program in light of bothaclying market conditions and the changing comptegioour business and workforce.

Summary. Comparison information from 2008 was the lateshpensation information from our peer groups wWes available to the
Compensation Committee when it was making its deiteations of the 2009 compensation for our Nameelcktive Officers. It is important
to note that this information was not used as getamr to benchmark the compensation for our Nabwstutive Officers. When compared
against the available 2008 information from ourrggeups, the Compensation Committee observedtikedtase salaries to be paid to our
Named Executive Officers were at the 75th perceitilour Technology Company Peer Group with theeption of Mr. Crowe, whose ba
salary was at the median, and between the medathary5th percentile for the Communications Corgaeer Group for our Named
Executive Officers with the exception of Mr. Crowbose base salary was below the median for thisgreep. Variations generally relate to
the experience level of the individual and the fhet roles for a participating title may not magrticularly well company to company.

A significant percentage of total targetngensation for our Named Executive Officers is@dted to bonus and equity compensation
result of the philosophy and objectives descrideava. We do not have a pestablished policy or target for the allocationvmtn either cas
and non-cash or short-term and long-term incertdrapensation. Rather, the Compensation Committéews information provided by its
outside consultant as well as Mr. Crowe, Mr. Stavtg. Chambliss and Mr. Sunit S. Patel, our Exeeutiice President and Chief Financial
Officer, to determine the appropriate level and ofibase and incentive compensation. We also ireatp flexibility into our compensation
programs and the assessment process to respond slpust for the evolving business and economiirenment. Ultimately, however, the
Compensation Committee exercises its full discretiodetermine the allocation between cash anddash-or short-term and long-term
incentive compensation.

2009 Executive Compensation Components
Background Information

For the fiscal year ended December 31, 20@9principal components of compensation foriamed Executive Officers were:

. base salary;
. discretionary cash bonuses; and
. long-term equity incentive compensation.

Our compensation elements simultaneously fulfi @n more of our compensation philosophy goalsabjectives.

Our base salary and bonus decisions afgraabsto reward annual achievements and to be corsumate with the executive's scope of
responsibilities, demonstrated leadership abiligesl management experience and effectivenesot®err elements of compensation—in
particular our long-term incentive program—focusmoativating and challenging the executive to achisuperior, longer-term, sustained
results.
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Our Compensation Committee initially eva@isathe performance of our Named Executive Offiasra team in meeting our overall
corporate goals and objectives when determinirgrgabonus and equity compensation. Individualqgrenfince targets or performance
measures are not set for these Named ExecutiveeddfiThe determination of any payouts is in thiedigcretion of the Compensation
Committee. The exercise of that discretion is infed by, among other things, the Compensation Comastassessment of the executive
team'’s overall performance in meeting our corpagatds and objectives.

After the overall team assessment is cotagleéndividual decisions are driven by a subjectigsessment of the individual's role in
contributing to the executive team's collectivefpenance during the year. Based on Mr. Crowe'sesifivie view of the relative contribution
to the team's overall performance of the other NhBEvecutive Officers who report directly to him, p@vides to the Compensation
Committee his recommendations for those individuadise salary and short- and long-term incentivepemsation. Mr. Crowe develops his
recommendations by first applying his judgmentétedmine an appropriate distribution of base saaky incentive compensation among the
Named Executive Officers. He then makes adjustmeaged on his subjective view of the individuatiatcibution based on the individua
role and/or whether the distribution is equitalMe. Crowe's recommendations, however, are not rbgdeay of an assessment of the Named
Executive Officers' performance using set indivitdieal targets or performance measures. With regpedt. Crowe, the Compensation
Committee establishes the base salary level amhiive compensation amounts.

Base Salary

We provide our Named Executive Officershmiise salary to compensate them for services reshdeiring the year. These base salaries
are based on experience, skills, job respons#sliéind individual contribution, with reference &sé salary levels of executives in the rele
market as guided by our compensation peer grogtlr Compensation Committee is using from timenie. Salary levels are typically
considered annually as part of our performancesreyirocess as well as upon a promotion or othargghan job responsibility. The
Compensation Committee makes reasoned subjectigentieations as to merit based increases to salfiehe Named Executive Officers
based on the items described above.

Bonus

Our cash bonus program is designed to ebwar executives for the achievement of short-tinancial and business goals. Although
each executive officer is eligible to receive atmnnder our cash bonus program, the paying ofhadt any individual or the officers as a
group is entirely at the discretion of our CompeissaCommittee. The Compensation Committee may sédo pay a bonus or not, and
decide on the actual level of the payment, in ligfrall relevant factors after completion of thecl year.

In February 2009, our Compensation Committetermined the 2009 business goals and objedtivéise bonus program for our senior
executives, which includes our Named Executived@fi. We refer to this program as the ExecutiveuBdProgram. The business objectives
included certain financial and strategic goals. BBotarget amounts remained unchanged from 20081d&sfor 2009 did not have a
minimum payout or maximum cap.

Our Compensation Committee does not estakdirgets that if met by the Named Executive @ffar Officers automatically results in
the payment of a bonus, or a portion of a bonuthdbindividual or individuals. Instead, the Comgpation Committee considers the meeting
of a specific objective or goal as one factor ttwitributes to the exercise of the Compensation@ittee's discretion to pay a bonus. While
the Compensation Committee may indicate partiom@asures or
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milestones the achievement of which it will consitethe exercise of its discretion, these measoresilestones are not intended as specific
targets. It is the Compensation Committee's assadsofi these measures or objectives after completidthe year—in addition to the
Compensation Committee's assessment of the ottterdahat are described elsewhere in this Compiens@iscussion and Analysis—that
inform the Compensation Committee's exercise aligsretion in paying a bonus.

In addition, while goals and targets mayseg actual payout is determined by the Compems&@bmmittee taking into account
additional activities such as mergers, acquisitidingestitures and capital markets activities, piltwg market and economic conditions and
the subjective assessment of individual performawfgere performance is above the targeted levpedbrmance, the Compensation
Committee may elect to pay a bonus above the rahgepected payouts. Performance goals are gepasdigned a weighting which is not
absolute in its application, but serves as a gindeb inform the Compensation Committee's deteation of the bonus payment level.
Ultimately, the Compensation Committee retains diskcretion to adjust bonus payouts to preventpnggriate results, taking into account
overall context of our results so that bonusesiaitner too low nor too high.

Using the design principles described aldoveur Executive Bonus Program, in February 20@9Compensation Committee set the
following 2009 goals and objectives for the ExeeaifBonus Program, some of which were given moneifsignt weighting than others:

. Meet overall 2009 financial goalsPerformance against this goal is measured ag2@& budget targets, with substantial
overweighting on achievement of sustainable fresh dlaw targets and core network services revenemeber exit run rate
(that is, the amount of core network services raeeas of the end of 2009). We defined sustainabiedash flow each quarter
as Adjusted EBITDA, less capital expenditures, thesaverage net cash interest expense for thadgréour quarters, plus/less
average working capital for the trailing four quaist For the year ended December 31, 2009, sublaifrae cash flow is
calculated as 2009 Adjusted EBITDA, less 2009 ehpitpenditures, less 2009 net cash interest egpphss/less 2009
changes in working capital,

. Significantly improve the customer experiend@erformance against this goal is based on assseat of customer
satisfaction surveys and other internal companyiosethat measure our customers' satisfaction thighr experience in
receiving services from Level 3; and

. Ensure the company attracts and retains an appedprworkforce. Performance against this goal is measured by an
assessment of employee voluntary turnover rateeerqloyee satisfaction.

From time to time during the course of yiear, the Compensation Committee reviews the basigeals and objectives for the Execu
Bonus Program that are then in effect to confirat these goals and objectives remain appropridte. Jompensation Committee therefore
reserves the right to make adjustments during ¢a& to the goals and objectives or the relativaghtéig assigned to the goals and objecti
However, no changes were made during 2009 to thls gmd objectives that are described above fo2@®8 Executive Bonus Program.

Stock Awards

Background. Our Compensation Committee also believes tleaitiaal component of our compensation philosoghlyaving the abilit
to provide appropriate incentives to employeesughoa long-term incentive program that is tiedtazk price performance. Our current LTI
program provides for two types of equity awardse Tikst type of equity award is a stock-indexedusitg referred to as an outperform stock
appreciation right or OSO, which is administeredemour 1995 Stock Plan, as amended. The secordfygquity award is restricted stock
units or RSUs, the restrictions on which lapse @vperiod of years, depending on the participaotrginued employment and the terms of
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the specific grant, which is also administered uride 1995 Stock Plan, as amended. We believahbaise of OSOs and RSUs allows us to
accomplish several objectives, including providamg"outperformance” element through the OSO grdatisis balanced by the retention
element provided by RSUs. As discussed above,teymdae the annual LTI program award pool for alitgipants in the RSU and OSO
award programs for the 2009 Award Year, in Febr2f@9 the Compensation Committee continued to sseguideline the Shareholder
Value Transfer methodology.

Through the 2009 Award Year, all of our éoypes were eligible to receive RSU awards, buy oettain employees, including all of ¢
Named Executive Officers, were eligible to receaveards of OSO:s

0OSOs. 0SOs are currently designed to provide recipiefthe awards with the incentive to maximizecklmlder value and to reward
recipient employees only when the price of our camrstock outperforms the S&P 500@®lex between the date of grant and the date tiei
OSO is settled. OSOs granted in 2009 vest 100%third anniversary of the date of the award ailicfully settle on that date. Recipients
of these OSOs will not be able to voluntarily exsgdthe OSOs as they will settle automatically wiltue on the third anniversary of the date
of the award or expire without value on that datas type of instrument is sometimes referred ta &Suropean style option." The
Compensation Committee felt that the continuedafiseEuropean style OSO provides a potentially ériwlding period and a better
alignment of our LTI program with the interestsoofr stockholders.

The value of OSOs will increase as thegpatour common stock increases relative to théopmance of the S&P 500® Index over
time. This increase in value is attributable intparthe use of a "success multiplier."

OSOs have an initial strike price thatdsa& to the closing market price of our common lstmc the trading day immediately prior to the
date of grant. This initial strike price is refatr® as the "Initial Price." The mechanism for deti@ing the value of an individual OSO award
is described below. The Initial Price is adjustedraime (the "Adjusted Strike Price") until thatteEment date. The adjustment is an amount
equal to the percentage appreciation or depreni#tithe value of the S&P 500® Index from the daftgrant to the settlement date. The
Adjusted Strike Price cannot be adjusted belowrit@l Price. The value of the OSO increases fiaréasing levels of outperformance. O
have a multiplier range from zero to four dependipgn the performance of our common stock relgtivihe S&P 500® Index as shown in
the following table.

If Level 3 Stock Then the Pre-multiplier
Outperforms the S&P 500® Gain Is Multiplied by a
Index by: Success Multiplier of:
0% or Les: 0.00

Outperformance percentage
More than 0% but Less than 11 multiplied by 4/11
11% or More 4.00

The pre-multiplier gain is our common stock priceas the Adjusted Strike Price on the settlemetd.da

RSUs. An RSU represents our agreement to issue tertipoyee shares of our common stock on the datdhib restrictions lapse, so
long as the employee is employed on that date. R8&Jgranted on a regular, fixed quarterly basgJRare granted on a quarterly basis to
provide our employees awards that are distribtiealighout the year. The restrictions on RSUs gdigdagse in equal annual installments
over three or four years, depending on the emplsymmtinued employment and the terms of the sipegiiint. When the restrictions lapse,
the employee is issued the number of shares of @mstock equal to the number of RSUs for whichrdstrictions have lapsed on that date.
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Grant Decisions for the 2009 Award YearAt the beginning of the 2009 Award Year, a fixarget award amount was determined for
each employee for RSUs and, if eligible, a fixag¢h award amount was determined for OSOs. Thged imounts were set for the 2009
Award Year, and were then divided by four in theecaf RSUs and by twelve with respect to OSOs terdene the number actually awarded
to the employee quarterly or monthly, as the caag Ibe. These fixed amounts were not adjusted dan@@009 Award Year whether on
account of an individual's performance or the mosenin our common stock price. However, the Comatiois Committee reserves the right
to make changes to this program—including the fite@det amounts—as conditions in the market ortboisiness require.

The award level for each Named Executivic®f for the 2009 Award Year was determined by@wenpensation Committee in
February 2009, based upon: prior performance;ntpoitance of retaining the Named Executive Officegsvices; the potential for their
performance to help us attain our long-term gdaks;individual's job position and responsibilitaasd a consideration of the applicable
elements of our compensation philosophy. The Cosgtean Committee also used as a guideline, cometiata from both peer groups. ~
Compensation Committee will continue to set thedixarget amounts of OSOs and RSUs for all Namediive Officers.

We have awarded OSOs on fixed grant dateswe award RSUs generally also on fixed grargsddn certain cases, new employees
receive a grant of RSUs effective upon their actmaployment with us or the next regular grant daie those new employees who are
eligible to receive OSOs do not receive OSO awanti$ the next regular award date after their ddthire. In addition, we do not coordinate
grants of these awards so that they are made bafime@uncement of favorable information, or aftexamcement of unfavorable informati
All awards to Named Executive Officers require dlirect approval of the Compensation Committee. O&@granted on a fixed monthly
basis on the first day of the month. We granted ©8®a fixed monthly basis to address the challgngsented by our common stock price's
significant volatility with respect to the establisent of the Initial Price. The initial strike peidor all OSOs is the prior trading day's closing
price of our common stock on the NASDAQ Global $eMarket.

RSUs were granted on a fixed quarterlysasithe first day of January, April, July and Qxen LTI targets for new hires are determi
at the time of their joining the company.

Change in Control. Our OSOs generally vest or settle, as the wasgebe, upon a change in control of Level 3 Comations, Inc.
In addition, the restrictions on our RSUs generkpse upon a change of control. This is geneth#yonly benefit obtained automatically
upon a change of control.

The definition of what constitutes a "charag control” is set forth in our 1995 Stock Pl&he following summary is qualified in its
entirety by reference to the full definition inckdlin the 1995 Stock Plan. The definition of whatistitutes a change of control for the 2009
Award Year in the 1995 Stock Plan can be summaidaeibliows.

0] The acquisition by any individual, entity or groopbeneficial ownership (within the meaning of ®EC's rules) of 30% or
more (on a fully diluted basis) of either the tleristanding shares of our common stock, takingactmunt as outstanding for
this purpose such common stock issuable upon thecisg of options or warrants, the conversion oivestible stock or debt,
and the exercise of any similar right to acquirehstommon stock; with certain acquisitions thatereluded from this
provision; or

(i) Individuals who, as of April 1, 1998, constitutetBoard, which is defined as the "Incumbent Boardgdse for any reason to
constitute at least a majority of the Board; preddhowever, that any individual becoming a direstdosequent to April 1,
1998 whose election, or nomination for electiorohiy stockholders, was approved by a vote of at Easajority of the
directors then comprising the Incumbent Board dbakkonsidered as though such
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individual were a member of the Incumbent Board,éxeluding, for this purpose, any such individwélose initial assumptic
of office occurs as a result of an actual or treeatl election contest; or

(i)  Consummation of a reorganization, merger or codatibn or sale or other disposition of all or sabsiglly all of our assets,
which is defined as a "Business Combination," unlésdlowing such Business Combination, (a) ouckktmlders continue to
hold more than 60% of the then outstanding voteausties of the entity resulting from such Busm&ombination (including
without limitation, a corporation which as a resfisuch transaction owns us or all or substagtalll of our assets either
directly or through one or more subsidiaries) ibhstantially the same proportions as their ownershimediately prior to such
Business Combination, of our outstanding commocoksémd (b) no person or entity (with certain exaa) beneficially
owns, directly or indirectly, 50% or more (on alyulliluted basis) of, respectively, the then outsiag voting securities of the
entity resulting from such Business CombinatioRirtg into account as outstanding for this purpasghscommon stock
issuable upon the exercise of options or warrdihésconversion of convertible stock or debt, aredekercise of any similar
right to acquire such common stock, or the combiraithg power of the then outstanding voting sd@siof such corporation
except to the extent that such ownership existent fr the Business Combination and (c) at leasbgority of the members of
the board of directors of the corporation resulfiogn such Business Combination were members ofnttiembent Board at
the time of the execution of the initial agreementof the action of the Board, providing for sighsiness Combination; or

(iv)  Approval by our stockholders of our complete licatidn or dissolution.

In addition, the Compensation Committee may, byitteam determination prior to the consummation feaent or transaction, determine that
such event or transaction does not constitute a@han Control, provided that the Compensation Cdtemreasonably concludes that such
event or transaction (i) is not likely to resultarsignificant change to the identities of the pessfunctioning as our senior management, €
immediately or in the foreseeable future (it beimglerstood that the Compensation Committee needomaiude that no changes in our se
management are likely to occur), and (i) is nkelly to result in control of the Board (or a sigcéint portion of the Board's functions) being
transferred to a single person or entity, eithenadiately or in the foreseeable future, with cartpecified exceptions.

We are proposing to modify the definitidrchange of control for our long-term incentive dagoing forward. For more information
regarding this proposal, please see "STOCK PLAN PESAL" elsewhere in this proxy statement.

We also have a requirement that the chahgentrol must also qualify as a "change in cangr@nt” as defined in Treasury
Regulation 1.40943(i)(5)(i), so that our RSUs will be compliant withe provisions of Section 409A of the Internal Brewe Code of 1986,
amended. In the event that there is a change itnai@s defined by the 1995 Stock Plan that do¢gjnalify as a change in control event
under Section 409A, if the employee undergoes araipn from service on account of his or her teation of employment by us without
cause following that change in control, we will,dar sole discretion, either (a) issue all unisssleares of our common stock issuable
pursuant to the RSU award to the employee or (pXipaemployee in a combination of cash and stbekvalue of those shares of our
common stock as provided for in the 1995 Stock Plan

We have a so-called "single" trigger treatitrfor equity vehicles for the following reasons:

. To keep employees relatively whole for a reasonpbt@d, but avoid creating a "windfall."

. Single trigger vesting ensures that ongoing emg@syae treated the same as terminated employdesasjiect to outstanding
equity grants.
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. Single trigger vesting provides employees withghme opportunities as stockholders, who are freeltdheir equity at the
time of the change in control event and therebiizeghe value created at the time of the traneacti

. The employing company that made the original eggiignt will no longer exist after a change in cohtmd employees should
not be required to have the fate of their outstag@iquity tied to the new company's future success.

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

. To support the compelling business need to reteynenployees during the uncertain times precedictgaage in control.

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

In addition, we will provide gross-ups fmur employees from any taxes due under Section 488 Internal Revenue Code of 1986.
The effects of Section 4999 generally are unpratlietand can have widely divergent and unexpedfedte based on an executive's personal
compensation history. We determined that the piatiefior Section 4999 gross up payments are appat#pfor all of our employees, becaus
is uncertain at the time an employee joins the @mpvhether he or she will be affected by Secti@@at the time of a change of control
and to provide an equal level of benefit acroséviddals without regard to the effect of the exdise.

Modifications Generally. From time to time, our Compensation Committesligates all elements of our LTI programs. Our
Compensation Committee from time to time may mdienges to any or all of the elements of these progito reflect the changing needs
related to attracting, retaining and motivating biamed Executive Officers. These changes may bedbas part, on market conditions and
the LTI program of competitors. Management and@bepensation Committee regularly review our compgos programs to determine
whether these programs are accomplishing our go#fe most cost-effective manner.

Determination of Total Compensation for 2(
Base Salary

In February 2009, the Compensation Committ¥iewed the 2009 base salaries for our Nameduixe Officers. The Compensation
Committee determined to make no adjustment to Mow@'s base salary for 2009.

The base salaries for the other Named EikexcOfficers that report directly to Mr. Crowe fa009 were based on recommendations by
Mr. Crowe. In making his recommendations for theeotNamed Executive Officers, Mr. Crowe considered:

. the executive officer's job position and areasesponsibility;

. the executive officer's expected future contribogio

. the survey data of our compensation peer groups; an

. a comparison of the base salaries of the execaffieers who report directly to Mr. Crowe to ensiméernal equity.

Based upon Mr. Crowe's recommendation giorirary 2009, the Compensation Committee deterntmethke no changes to the base
salaries of the other Named Executive Officers2f@®9.
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In February 2010, the Compensation Commitietermined to leave all Named Executive Officeataries unchanged for 2010.

The Compensation Committee used our congiemspeer groups as a source for market or cotiyetata, which data was then use
a guideline for the exercise of its discretion @etmining the salary adjustments for our Namecchtiee Officers. Our Compensation
Committee did not use information with respecttio compensation peer groups to benchmark its @essirhe inclusion of compensation
peer group comparisons for salaries is providemaket or competitive data that informed the Conspéion Committee's decision to not
increase base salaries in February 2009.

We believe that Mr. Crowe's salary as atiplel of the other Named Executive Officers' saaris in line with traditional multiples for
the chief executive officer. The Compensation Cotteaialso believes that the differences are exgibby the positions that the individuals
hold and are based on individual performance etialisonly to the extent described above. As dbsdrabove, our Compensation
Committee views the performance of our executifeefs as a team when determining salary, bonusgody compensation. Also as
described above, Mr. Crowe develops his recomméndator the Named Executive Officers who reporédily to him by first applying his
judgment to determine an appropriate distributiboampensation among the Named Executive Offiddesthen makes adjustments base:
his subjective view of the individual's contributibased on the individual's role and/or whethedik&ibution is equitable. Mr. Crowe's
recommendations, however, are not made by way abaessment of the Named Executive Officers' padoce using set individualized
targets or performance measures.

Bonus

In determining the 2009 bonus compensdtiothe Named Executive Officers, the Compensaiommittee considered these Named
Executive Officers' performance as a group agaiesbbjectives described above. These resultsdedithe following items.

Meet overall 2009 financial goals. The following table summarizes our Board ofdgiors approved budget targets, which in some
cases are equal to our publicly issued guidanceglisas our actual results for 2009.

2009
2009 Communications

Metric Communications Full Year
($ in millions) Budget Results
Core Network Services

revenue $ 3,066 $ 2,84:
Communications Adjusted

EBITDA $ 1,03C % 91C
December Core Network

Services Run Ral $ 26C $ 234
Sustainable Free Cash Flt  $ 74 $ 44

The actual results for 2009 for Core Network Se¥sicevenue were approximately 93% of budget. Conations Adjusted EBITDA was
approximately 88% of budget. December Core Netv8®kvices run rate was 90% of budget. Sustainalele Eash Flow for 2009, the metric
that was given the most weighting by the Compeasafiommittee was approximately 60% of budget.

Significantly improve the customer expereen During the course of the year, our performaagainst this goal was measured by
various customer satisfaction survey data. The rurabcustomers indicating that their overall gatison with our ordering and installation
process was in the two highest categories on wardategory survey increased approximately 71% the=course of 2009. In addition, the
number of customers indicating that their overatisfaction was in the lowest two categories of foue category survey improved
approximately 58% over the course of 2009.
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Over the course of the year, the numbeusfomers indicating that their overall satisfattiath our service issue resolution was in the
two highest categories on our five category suineyeased approximately 29%. In addition, the nundbeustomers indicating that their
overall satisfaction was in the lowest two categ®of our five category survey improved approxinya®86 over the course of the year.

Ensure the company attracts and retainapropriate workforce. Given the nature of this objective, no spedfi@antitative targets
were established by the Compensation Committee Cimpensation Committee considered managemené¢ssasent that we have been ¢
to attract and retain the appropriate workforceglan part on the review of our voluntary turnorage being below management's
assessment of the industry benchmark of 11%, ieatate of voluntary termination by employees wiavenated in the two highest of the 1
total categories of our job performance measuresaparopriate in the judgment of the Compensatiom@ittee as was the rate of voluntary
termination of vice presidents and above.

In addition to the review of these factahe Compensation Committee also considered ltghiianagement and capital markets
activities completed during 2009. These activitees] the associated changes to our balance shrebesmmarized as follows.

. Amended and restated senior secured credit fatilitgclude a new $220 million Tranche B Term Loaithout any changes
made to any of the restrictive covenants containgde existing senior secured credit facility. [dedceeds of approximately
$214 million.

. Increased the Tranche B Term Loan by an additi@@lmillion, again without any changes made to @fiyre restrictive

covenants contained in the existing senior secaredit facility Net proceeds approximated $60 roiili

. Executed exchange agreement with an institutionedstor to exchange a combination of cash and $#lidn aggregate
principal amount of our 7% Convertible Senior Nadeg 2015 for $142,079,000 aggregate principalofads Convertible
Subordinated Notes due 2010 and $139,820,000 aajgregncipal of our 2.875% Convertible Senior Nodele 2010.

. Issued $275 million aggregate principal amountwf @b Convertible Senior Notes due 2015, Series B.

. Completed necessary capital markets review andtiaigns to be in a position to access the higldymearket quickly in 201(
This work enabled us to launch and successfulljketand close the issuance by our subsidiary, L&¥ehancing, Inc., of
$640 million aggregate principal amount of 10% GCentible Senior Notes due 2018 to fund the refinagaf $550 million
aggregate principal amount of Level 3 Financing,'i12.25% Senior Notes due 2013.

. During 2009, we purchased an aggregate of $432mlirincipal amount of debt for an aggregate @illion plus accrue
and unpaid interest. This represented the captofirg aggregate of $41 million of debt discounthesnotes were purchased
at prices less than par. As a result of these obges, we saved interest expense of $11 milli@0@9.

While our financial performance improved as 2008gpessed, we improved the overall customer expegieme achieved satisfactory metrics
in measuring our ability to motivate and retainagpropriate workforce and we achieved a varietyugesses in the capital markets and the
managing of our long-term liabilities, the CompdimaCommittee determined to pay no bonuses tiNdraed Executive Officers for 2009
performance as a result of our failure to achiawefimancial objectives for 2009.

The Compensation Committee, as well afuth®oard of Directors, continues to be satisfigith Mr. Crowe's leadership of the
company and his performance during 2009, notwitititey our financial performance.
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Stock Based Awards.

The LTI award levels for the Named Execait®fficers for the 2009 Award Year were determibgdhe Compensation Committee in
February 2009. We grant OSOs and RSUs to our N&redutive Officers based upon the Named Executifieds’ role and
responsibilities, prior performance, the importanteetaining their services and the potentialtfair performance to help us attain our long-
term goals. Our Compensation Committee views thfopaance of our Named Executive Officers as a tedrman determining LTI award
levels.

For the determination of LTI award levels do not set individual performance targets ofgserance measures for our Named
Executive Officers. The determination of any awianels for all Named Executive Officers is in thal tliscretion of the Compensation
Committee. The exercise of that discretion is infed by, among other things, the Shareholder Vataesfer methodology and the executive
team's overall performance as assessed by the @aeatmm Committee. After the overall team assessimaompleted, individual decisions
are driven by a subjective assessment of the iddalis role in contributing to the executive teacaliective performance during the year.
Based on Mr. Crowe's subjective view of the remtiontribution of the other named executive ofogho report directly to Mr. Crowe to 1
team's overall performance, he provides to the Guorsgtion Committee his recommendations for thodieiglual's LTI award level.

Mr. Crowe develops his recommendations by firstydpp his judgment to what is an appropriate dsttion of LTI awards among the
Named Executive Officers and then he may make adgris based on his personal subjective view oirtth@idual's contribution throug

the individual's role and/or whether the distribatis equitable. Mr. Crowe's adjustments, howeaer not made by way of an assessment of
the Named Executive Officers' performance usingrebvidualized targets or performance measures. Cbmpensation Committee
establishes the level of LTI awards for Mr. Crowe.

In the exercise of its discretion, the Cemgation Committee also considers as a guideling-rahas a benchmark—competitive data
from the compensation peer groups.

As participants in our LTI program duringd®, each Named Executive Officer received the R&wisOSOs indicated in the table
below. These awards were made during a portioheo2008 Award Year and a portion of the 2009 Awéedr.

Name RSUs OSOs

James Q. Crow 982,03! 982,03!

Sunit S. Pate 261,88! 261,88!

Jeff K. Storey 827,12% 427,12!

Charles C. Miller, IlI 333,62 333,62:

Thomas C. Stort 278,25t 278,25t

* Mr. Storey received an initial grant of 400,000 RSh connection with his joining Level 3.

Given Mr. Crowe's and the other Named EtieelOfficers' roles in leading Level 3 during 20&8d the challenges and achievement
the year, the Compensation Committee considersthkeremuneration provided to the Named ExecuBifficers for 2009 to be appropriate.

Other Compensatory Benefits

As salaried, U.S.-based employees, the Mdaxecutive Officers participate in a variety oflie and welfare and paid time-off benefits
designed to enable us to attract and retain oukfare in a competitive marketplace. Health andfareland paid time-off benefits help
ensure that we have a productive and focused warkfihrough reliable and competitive health aneéobenefits.

34




Table of Contents
Perquisites

We limit the perquisites that we make afal to our Named Executive Officers. With the gtwa of the personal use of our corporate
aircraft—which is discussed below—our Named Exeeufficers are entitled to no benefits that areatberwise available to all of our
employees. In this regard it should be noted tratla not provide company vehicles, club membersfiipgncial consulting, pension
arrangements, post-retirement health coveragemilas benefits for our Named Executive Officersather employees.

While not a perquisite as defined by th&€€SEules, we provide our Named Executive Offigggssonal use of our corporate aircraft
because we believe that this benefit generallyedlour executives to work more efficiently, andttheviding this benefit strikes the
appropriate balance since the executives that wiseavporate aircraft solely for personal use agoeeimburse us for our incremental cost
pursuant to an Aircraft Time-Share Agreement. Bgseement provides that we will charge the indigldhe incremental cost to operate the
aircraft as allowed by Part 91 of the U.S. Fedakaation Administration regulations for personakusf corporate aircraft. The rate used for
the first six months of 2009 was $2,000 per howse and $1,500 per hour of use for the last simthof 2009. We received a total payn
in the amount of $153,547 from Mr. Crowe underdgseement for the period January 1, 2009 to DeceBthe2009.

We note that when a guest accompanies aoereofi our senior management on business traveivéed required by applicable Internal
Revenue Service regulations, we impute as incomedbt of that additional travel to that executimeaddition, in certain limited
circumstances we impute as income the cost of pat$avel to an executive to the extent that taesspnal use of the corporate aircraft is at
the direction of the company and for the compabgtefit in attracting and retaining a member oi@emanagement. To calculate the
amount of imputed income, we use the Internal Rege3ervice's Standard Industry Fare Level, or St&les. For 2009, Mr. Crowe had
$1,094 of imputed income and Mr. Storey had $19&6amputed income.

In calculating Mr. Storey's total compeimain the Summary Compensation Table below, weslwalculated $63,933 as the amount
would equate to our incremental cost to providebieefit. With respect to Mr. Crowe, as these anwtelate to imputed income for travel
that was incidental to business travel by Mr. Crptluere is no actual incremental cost to us fowigiag this personal use of our corporate
aircraft.

Post-Employment Compensation

Pension Benefits. We do not provide pension arrangements or gigement health coverage for our Named Execu@iffecers. Our
Named Executive Officers, as well as all of our -based employees, are eligible to participate ind@1(k) plan. We provide a matching
contribution to all participants in the 401(k) plamcluding our Named Executive Officers, througtitsiin the Level 3 Stock Fund, the
mechanism that is used for Level 3 to make employaching and other contributions to employeeduiting the Named Executive Office
through the Level 3 401(k) plan. For 2009, we mattchp to 100% of 7% through March 2009 and up @40f 3%, in each case of eligible
earnings or regulatory limits for the balance & ytear. Neither our Named Executive Officers narather employees are able to purchase
units in the Level 3 Stock Fund. As all of our Nahtexecutive Officers have more than three yearsseofice with us, each of the Named
Executive Officers are fully vested in the unitsiné Level 3 Stock Fund in their 401(k) plan acdsun

For the year ended December 31, 2009, tmepénsation Committee did not approve a discretjogeant to the 401(k) share accounts
of qualifying U.S.-based employees, including &llte Named Executive Officers. Historically, thiscretionary grant, if made, has been in
the form of units in the Level 3 Stock Fund. Tharensation Committee determined that based onerfmrmance in 2009 and the price for
our common stock at December 31, 2009, that thye laumber of shares of our common stock that wbeldecessary to fund this
discretionary grant, that is, the dilution, thatiscretionary grant to the 401(k) share accountslévoot be appropriate at this time.

35




Table of Contents

Retirement Benefit. Upon a Named Executive Officer's retiremerddéoordance with our retirement benefit, the retsins on all
outstanding RSUs lapse, unvested OSOs awardedtprigril 1, 2007 vest, and OSOs awarded on aret &fpril 1, 2007, are retained by the
individual until those OSOs settle on the thirdigersary of their grant, provided that the OSO thas a positive value. Because an
individual who is eligible for retirement could iret at any time and therefore trigger the retirenimmefit, for those retirement eligible
employees we are required by the applicable acowygtiidance in the United States to accelerat@timecash accounting expense that
would have been recognized in the future for RSts@SOs awarded to that retirement eligible emmoye

Each of Messrs. Crowe, Miller and Stortz matirement eligible, and as a result, the fuli4oash accounting expense associated with all
grants of OSOs and RSUs to these individuals isrtddy us as of the date those awards are made.

Nonqualified Deferred CompensationWe do not provide any nonqualified defined citwition or other deferred compensation plans.

Other Post-Employment PaymentsAll of our Named Executive Officers are emplegeat-will and as such do not have employment
contracts with us.

Po0s-2009 Compensation Decisions

In February 2010, the Compensation Commited Board of Directors approved the amendmentestdtement of our 1995 Stock Pl
As described in more detail elsewhere in this pretagement, the plan was amended and restatedén tw, among other things, increase the
number of shares of our common stock reserved uhédgslan, extend the term of the plan, amend éfimition of "change of control” in the
plan, and provide for the grant of performance asawe believe that these amendments will allowounore effectively incentivize our
Named Executive Officers through our existing LWaad program. A more detailed description of theeadments to the 1995 Stock Plal
contained below under "STOCK PLAN PROPOSAL."

Stock Ownership Guidelines

The Compensation Committee has adoptedetings for ownership of our common stock for ouriseexecutives. The Compensation
Committee reviews these guidelines at least amnusdld may update or modify them based on a vaoktsictors including the composition
of our senior management team and stock markettommsl Stock held by the individual, his or hepape and minor children, along with
shares of our common stock held in the individuél%(k) Plan account and in trusts for the berdfthese individuals, will be included for
purposes of determining the individual's satistattf the ownership guidelines. The guidelines2f@®9 were as follows:

CEO 1,000,001
COO/President/Vice Chairme 500,00(
Group Presidents/Executive Vice Presidents/( 250,00(
Group Vice Presiden 150,00(
Members of Board of Directo 50,00(

The Compensation Committee has concludatdgttants of restricted stock or restricted statiksuwill not be made to assist individuals
in meeting the ownership guidelines. In additidre, Compensation Committee has concluded not te fiodividuals to make either private
open market purchases of our common stock to rheaiwnership guidelines. Rather, the Compensat@mriittee has concluded that afte
period of 5 years—beginning on the later of (a)dhte that the individual is elected to the reléymosition and (b) February 2007 if the
individual was serving in the position in Febru@807—that until such time as the individual is onmpliance with these guidelines, 25% of
the shares of our common stock issuable upon ary ©€®rcise or settlement or upon
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restrictions on restricted stock unit grants lagsihould be held by the individual in the form b&ges of our common stock until such time as
the guideline has been met. The failure of an iildial to make a good faith effort to meet the glifges in a timely manner and to maintain
their compliance with the guidelines will be a sfgant factor in the Compensation Committee's s@adior management's determinations of
the individual's future bonus payments and longitgrcentive compensation awards.

Potential Effect on Compensation from Executivechfhisluct

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

Section 162(m) of the Internal Revenue Code

The Compensation Committee takes into camation the tax deductibility limitation of Seatid62(m) of the Internal Revenue Code of
1986, or the Code, when making compensation desdmr our Named Executive Officers. Generally,tBec162(m) limits the amount of
compensation that a public company can deducefderal income tax purposes to the extent thatahgensation is greater than $1.0 mill
and does not fall within that section's exemptidhgt OSO program is intended to meet the requirésrfen "qualified performance-based
compensation" exempt from these deductibility latidns. Our bonus program, however, would not @u&dr the exemptions contained in
Section 162(m). The Compensation Committee doebel®ve it is advisable to adopt a strict poligaist paying nondeductible
compensation, and may do so in appropriate circamess. While the Compensation Committee takesciongideration the tax deductibility
limitation of Section 162(m), at the present tiriey Compensation Committee's determination witpeesto the payment of compensation to
our Named Executive Officers is not affected by thix deductibility limitation.

Compensation Committee Report

The Compensation Committee of the Boardrbeeiewed this Compensation Discussion and Analysiédiscussed that analysis with
management. Based on its review and discussiohsmahagement, the committee recommended to oudBbat this Compensation
Discussion and Analysis be included in Level 3's~@0K for the year ended December 31, 2009 and LegdPRxy Statement with resp:
to the 2010 Annual Meeting of Stockholders. Thisore is provided by the following independent dices, who comprise the committee:

Richard R. Jaros (Chairman)
Michael J. Mahoney

Arun Netravali

Albert C. Yates
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Summary Compensation Table

All Other
Stock Option Compensatior
Salary Bonus Awards Awards Total
Name and Principal Position Year (%) (%) ($)(2) ($)(2) ($)(3) (%)
James Q. Crow 200¢ $815,00((1)$ — $1,184,21:$1,355,38'$ 16,50( $3,371,10.

Chief Executive Office

Sunit S. Pate
Executive VP & Chie
Financial Officer

200¢ $812,69: $1,800,001$1,195,97($1,724,93. $
2007$790,38! $ — $3,259,13!$3,003,70( $

15,50( $5,549,09!
22,25($7,075,48!

200¢ $475,00(1)$ —$ 315,80:$ 361,44($
200¢€ $438,84t $ 650,000$1,077,73:$ 473,99'$
2007%$412,11" $ —$ 977,76:$ 901,13($

16,50($1,168,75.
15,50( $2,656,07.
22,25(%$2,313,25

Jeff K. Storey 200¢ $550,00((1)$ —$ 795,06:% 589,50¢$ 79,16:%$2,013,73!
President & Chief
Operating 200¢$ 31,73. $ 275,00(% —$ —3 —$ 306,73
Officer

Charles C. Miller, 1l
Executive VP & Vice
Chairman

Thomas C. Stort

200¢ $505,00((1)$ —$ 402,30'$ 460,45t$
200¢€ $502,69: $ 630,00(% 424,28:$ 611,31'$
2007 $487,11¢ $ — $1,200,48!$1,201,51. $

16,50( $1,384,26:
15,50( $2,183,78!
22,25($2,911,36.
200¢ $475,00(1)$

—$ 335,54:$ 384,04'$ 16,50(%$1,211,08

Executive VP & Chief

Legal
Officer

200¢ $471,15-
2007%$445,19. $

$ 620,000$1,148,57-$ 504,14'$
— $1,099,68:$ 961,19'$

15,50( $2,759,37!
22,25($2,528,31

1)

(2)

(3)

Information for 2009 reflects the full year effedtsalary adjustments made in 2008. No salary adjeists were made
2009. Mr. Storey joined Level 3 in December 2008.

We award both restricted stock units ("RSUs"), aatperform stock options ("OSOs"), as part of aung-term
incentive program. These awards vest over a nuothgrars. When an award is made, the fair valwediafhares
granted, regardless of vesting schedules, is datedmFor RSUs, fair value is calculated usingdlesing price of our
common stock on the day before the grant, and 80§) fair value is calculated using a formula basethodology.
These columns represent the full grant date fdirevaf the RSUs and OSOs awarded to the Named ExedDfficer.
For additional information relating to the assurops made by us in valuing these awards for 2008, te note 12 of
our financial statements in our annual report omFd0-K for the year ended December 31, 2009,led fith the SEC.

This column includes $16,500 ($15,231 for Mr. Sy@nd $15,500 of company matching contributionthéoNamed
Executive Officer's 401(k) plan account for 2009 2008, respectively. For 2007, these amountsiatdade
discretionary contributions to the Named Execu@®fécer's 401(k) plan account. These contributioese made in the
form of units of the Level 3 Stock Fund.

For Mr. Storey, amounts in this column include $&3, related to his use of our aircraft pursuarnh&arrangement
described above under the caption "CompensatiocuBston and Analysis-Betermination of Total Compensation for
2009—O0ther Compensatory Benefits—Perquisit&he calculation of our incremental cost for per@ause of our
aircraft by Mr. Storey is based on the rate thatha@rge our executives under the Aircraft Time-8hsgreement. This
agreement provides that we will charge the indigidhe incremental cost to operate the aircra#tllasved by Part 91 of
the U.S. Federal Aviation Administration regulasdior personal use of corporate aircraft. Consistéth this
regulation, the rate includes only the variabletesascurred as a result of personal flight activibcluding fuel, oil,
lubricants, other additives, travel expenses oftties, including food, lodging and ground transatioin, hanger and tie-
down costs away from the aircraft's base of opamatiinsurance obtained for the specific flighhdimg fees, airport
taxes and similar assessments, customs, foreignitpemd similar fees directly related to the fligint flight food and
beverages, passenger ground transportation, ad fllanning and weather contract services. Itiedet non-variable
costs, such as exterior paint, interior refurbishtvaand regularly scheduled inspections, which wdade been incurred
regardless of whether there was any personal uaiecpéft.
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Grants of Plan-Based Awards in 2009

This table provides the following inforn@ti about equity granted to the Named Executivec®f§i in 2009: (1) the grant date; (2) the
number of shares underlying the RSUs awarded tdlémeed Executive Officers (3) the number of sharegerlying OSOs awarded to the
Named Executive Officers, (4) the initial strikéger of the OSOs, which reflects the closing pritewr common stock on the date prior to
grant date and (5) the grant date fair value oh ety award.

All Other All Other
Stock Awards: Option Awards:
Number of Number of Grant Date
Shares of Securities Exercise or Base Fair Value of
Grant Stock or Underlying Price of Stock and
Name Date Units(1) Option(2)s Option Awards(3) Option Awards(4)
James Q. Crow 1/1/200¢ 38,51 $ 0.7C $ 31,97:
2/1/200¢ 38,51 $ 1.0C $ 45,67+
3/1/200¢ 38,51 $ 0.8C $ 36,53¢
4/1/200¢ 96,27¢ $ 09z $ 105,05:
5/1/200¢ 96,27¢ $ 1.1z $ 127,88
6/1/200¢ 96,27¢ $ 1.07 $ 122,17¢
7/1/200¢ 96,27¢ $ 151 $ 172,42(
8/1/200¢ 96,27¢ $ 1.2 $ 140,44¢
9/1/200¢ 96,27¢ $ 1.2C $ 137,02:
10/1/200¢ 96,27¢ $ 1.3¢ $ 158,71¢
11/1/200¢ 96,27¢ $ 1.1¢ $ 134,73¢
12/1/200¢ 96,27¢ $ 1.2t $ 142,73:
1/1/200¢ 115,53¢ $ 80,87:
4/1/200¢ 288,83: $ 265,72°
7/1/200¢ 288,83: $ 436,13¢
10/1/200¢ 288,83 $ 401,47¢
Sunit S. Pate 1/1/200¢ 10,27C $ 0.7C $ 8,52¢
2/1/200¢ 10,27C $ 1.0C $ 12,18(
3/1/200¢ 10,27C $ 0.8C $ 9,744
4/1/200¢ 25,678 $ 09z % 28,01¢
5/1/200¢ 25,67 $ 1.1z $ 34,10t
6/1/200¢ 25,67 $ 1.07 $ 32,58:
7/1/200¢ 25,67F $ 151 $ 45,98(
8/1/200¢ 25,67F $ 1.2z $ 37,45¢
9/1/200¢ 25,67F $ 1.2C $ 36,54
10/1/200¢ 25,67 $ 1.3¢ $ 42,32¢
11/1/200¢ 25,67 $ 1.1¢ $ 35,93:
12/1/200¢ 25,67 $ 128 % 38,06:
1/1/200¢ 30,81( $ 21,561
4/1/200¢ 77,02¢ $ 70,86:
7/1/200¢ 77,028 $ 116,30¢
10/1/200¢ 77,028 $ 107,06!
Jeff K. Storey 1/1/200¢ 16,75( $ 0.7C $ 13,90¢
2/1/200¢ 16,75( $ 1.0C $ 19,86¢
3/1/200¢ 16,75( $ 0.8C $ 15,89:
4/1/200¢ 41,878 $ 09z $ 45,69
5/1/200¢ 41,87 $ 1.1z $ 55,621
6/1/200¢ 41,87 $ 1.07 $ 53,14(
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Name

Charles C.
Miller, 1lI

Thomas C.

Stortz

All Other All Other
Stock Awards: Option Awards:
Number of Number of Grant Date
Shares of Securities Exercise or Base Fair Value of
Grant Stock or Underlying Price of Stock and
Date Units(1) Option(2)s Option Awards(3) Option Awards(4)
7/1/200¢ 41,878 $ 151 $ 74,99:
8/1/200¢ 41,878 $ 1.2z $ 61,08¢
9/1/200¢ 41,878 $ 1.2C $ 59,597
10/1/200¢ 41,878 $ 1.3¢ $ 69,03:
11/1/200¢ 41,878 $ 1.1¢ $ 58,60:
12/1/200¢ 41,878 $ 1.2 $ 62,08(
1/1/200¢ 50,25( $ 35,17¢
4/1/200¢ 125,62! $ 115,57¢
7/1/200¢ 125,62! $ 189,69
10/1/200¢ 125,62! $ 174,61¢
1/1/200¢ 400,00( $ 280,00(
1/1/200¢ 13,08: $ 0.7C $ 10,86:
2/1/200¢ 13,08: $ 1.0C $ 15,51¢
3/1/200¢ 13,08: $ 0.8C $ 12,41
4/1/200¢ 32,70¢ $ 09z $ 35,68¢
5/1/200¢ 32,70¢ $ 1.1z $ 43,44,
6/1/200¢ 32,70¢ $ 1.07 $ 41,507
7/1/200¢ 32,70¢ $ 151 $ 58,57t
8/1/200¢ 32,70¢ $ 1.2z $ 47,71«
9/1/200¢ 32,70¢ $ 1.2C $ 46,55(
10/1/200¢ 32,70¢ $ 1.3¢ $ 53,92(
11/1/200¢ 32,70¢ $ 1.1¢ $ 45,77¢
12/1/200¢ 32,70¢ $ 1.2t $ 48,49(
1/1/200¢ 39,24¢ $ 27,47¢
4/1/200¢ 98,12« $ 90,27«
7/1/200¢ 98,12« $ 148,16’
10/1/200¢ 98,124 $ 136,39:
1/1/200¢ 10,91: $ 0.7C $ 9,05¢
2/1/200¢ 10,91 $ 1.0C $ 12,94:
3/1/200¢ 10,91: $ 0.8C $ 10,35:
4/1/200¢ 27,28( $ 09z % 29,76¢
5/1/200¢ 27,28( $ 1.1z $ 36,23
6/1/200¢ 27,28( $ 1.07 $ 34,61¢
7/1/200¢ 27,28( $ 151 $ 48,85¢
8/1/200¢ 27,28( $ 1.2z $ 39,79¢
9/1/200¢ 27,28( $ 1.2C $ 38,82t
10/1/200¢ 27,28( $ 1.3¢ $ 44,97
11/1/200¢ 27,28( $ 1.1¢ $ 38,17¢
12/1/200¢ 27,28( $ 1.2t $ 40,44
1/1/200¢ 32,73¢ $ 22,91°¢
4/1/200¢ 81,84( $ 75,29:
7/1/200¢ 81,84( $ 123,57¢
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Name

All Other All Other
Stock Awards: Option Awards:
Number of Number of Grant Date
Shares of Securities Exercise or Base Fair Value of
Grant Stock or Underlying Price of Stock and
Date Units(1) Option(2)s Option Awards(3) Option Awards(4)
10/1/200¢ 81,84( $ 113,75¢

(1)

(2)

(3)

(4)

This column shows the number of RSUs granted i®20@he Named Executive Officers. Each of thesagrof RSUs
will have their restrictions lapse in four equadtediments on the first, second, third and fourthigersaries of the date
of grant.

This column shows the number of OSOs granted i® 20@he Named Executive Officers. The number afsh issued
upon exercise or settlement of OSOs is subjectdease or decrease based on the relative perfoemmdmur common
stock when compared with the performance of the S&® Index over the period between the date of grath@OSC
and the date immediately preceding the date desatint. OSOs currently outstanding have a succedigpiier ranging
from zero to four depending upon the performanceusfcommon stock relative to the S&P 500® Index: dietails on
the formula to determine the number of shares ofommon stock that is issued upon settlement stedeOSOs,
please see the discussion under the caption "2888uive Compensation Components—Stock Awards—0OSOs,
above. OSOs awarded on or after April 1, 2007 aedtfully settle on the third anniversary of thargrdate. OSO
awards provide for acceleration of vesting in therg of a change of control as defined in our 188%k Plan, as
amended.

OSOs have an initial exercise price that is equéhé closing market price of our common stocktanttading day
immediately prior to the date of grant. This exsegorice is referred to as the Initial Price. Thiédl Price is adjusted
over time (the "Adjusted Strike Price") until thett,ement date. The adjustment is an amount equhktpercentage
appreciation or depreciation in the value of the®S®O0® Index from the date of grant to the settieindate. The
Adjusted Strike Price cannot be adjusted belowctbsing price of our common stock on the day that®@SO was
granted. The value of the OSO increases for inargdsvels of outperformance. OSOs have a multiphkage from zer
to four depending upon the performance of our comstock relative to the S&P 500@dex. For details on the formt
to determine the adjustment to the Initial Price@&0Os, please see the discussion under the cagio® Executive
Compensation Components—Stock Awards—QOSOs," above.

This column shows the full grant date fair valueR&Us and the full grant date fair value of OSGamitgd to the Named
Executive Officers in 2009. Generally, the full graate fair value is the amount that we would e&sgen our financial
statements over the award's vesting schedule. ¥popes of the RSUs, fair value is calculated uiegclosing price of
our stock the day before the grant date of $0.vQdauary 1, 2009, $0.92 for April 1, 2009, $1.6d July 1, 200¢
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and $1.39 for October 1, 2009. For purposes o&86s, the fair value is calculated using a calmdatalue factor of

January 1, 200 $ 0.8:
February 1, 200 $ 1.1¢
March 1, 200¢ $ 0.9t
April 1, 2009 $ 1.0¢
May 1, 200¢ $ 1.3¢
June 1, 200! $ 1.27
July 1, 200¢ $ 1.7¢
August 1, 200¢ $ 1.4¢
September 1, 20C $ 1.4z
October 1, 200! $ 1.6F
November 1, 200 $ 1.4C
December 1, 200 $ 1.4¢

For additional information on the valuation assuom with respect to the 2009 grants, refer to A@ef our financial statements in our
annual report on Form 10-K for the year ended Déxear81, 2009, as filed with the SEC.
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Outstanding Equity Awards at 2009 Fiscal Year End

The following table provides information the current holdings of OSOs and RSUs by the NaExetutive Officers. This table
includes vested and unvested OSOs and unvested. E&tls grant is shown separately for each Nameduixe Officer. The vesting
schedule for each grant is shown following thid¢abased on the award grant date. For additioiaination about the OSO and RSU
awards, see the descriptions under the captiond'E@cutive Compensation Components—Stock AwarbsVe. Because the number of
shares underlying any OSO is subject to changedyyofa formulaic multiplier based upon the perfanoe of our common stock relative to
the performance of the S&P 500@dex, a zero included in the columns titled NumbieBecurities Underlying Unexercised Options iatks
that the OSOs comprising those specific grants bazero multiplier resulting in a zero dollar val($®) at December 31, 2009, indicating 1
our common stock price had not outperformed the S&B® Index from the grant date of these OSOs tijinddecember 31, 2009.

Option Awards

Stock Awards
Number of Number of Market
Securities Securities Number of Value of
Underlying Underlying Shares or Shares or
Unexercised Unexercised Units of Units of
Options Options Option Stock That Stock That
#(1) (#)(1) Exercise Option Have Not Have Not
Grant Price Expiration Vested Vested
Name Date Exercisable Unexercisable ($)(2) Date (#) ($)
James
Q.
Cro 4/1/200¢ 0 0 $ b5.1¢ 4/1/201( 29,68i(a) $ 45,42:
7/1/200¢ 0 0 $ 444 7/1/201( 29,681(b) $ 45,42
10/1/200t¢ 0 0 $ 5.3¢ 10/1/201( 52,51{c) $ 80,34
4/1/200° 0 0 $ 6.1C 4/1/201( 98,11¢d) $ 150,12:
5/1/200° 0 0 $ b5.5¢€ 5/1/201( 49,05¢e) $ 75,05¢
6/1/200° 0 0 $ 5.81 6/1/201( 49,05¢f) $ 75,05¢
7/1/200° 0 0 $ 5.8t 7/1/201( 73,58{g) $ 112,59(
8/1/200° 0 0 $ 5.2t 8/1/201( 86,644h) $ 132,57:
9/1/200° 0 0 $ 5.2t 9/1/201( 86,644i) $ 132,57:
10/1/200° 0 0 $ 465 10/1/201( 86,644j)) $ 132,57:
11/1/200° 0 0 $ 3.0 11/1/201( 115,53(k) $ 176,76!
12/1/200° 0 0 $ 3.36 12/1/201( 288,83¢l) $ 441,91t
1/1/200¢ 0 0 $ 3.04 1/1/201: 288,83(m)$ 441,91t
2/1/200¢ 0 0 $ 344 2/1/201: 288,83¢n) $ 441,91t
3/1/200¢ 0 0 $ 22t 3/1/201:
4/1/200¢ 0 0 $ 21z 4/1/201.:
5/1/200¢ 0 0 $ 297 5/1/201:
6/1/200¢ 0 0 $ 3.4: 6/1/201:
7/1/200¢ 0 0 $ 29t 7/1/201:
8/1/200¢ 0 0 $ 3.4C 8/1/201:
9/1/200¢ 0 0 $ 3.4: 9/1/201:
10/1/200t 0 0 $ 27C 10/1/201:
11/1/200t 0 29,15¢ $ 1.21 11/1/201:
12/1/200t 0 33,06: $ 1.17 12/1/201:
1/1/200¢ 0 63,88¢ $ 0.87 1/1/201:
2/1/200¢ 0 14,88 $ 1.3t 2/1/201:
3/1/200¢ 0 28,66. $ 1.22 3/1/201:
4/1/200¢ 0 53,44¢ $ 1.2¢ 4/1/201:
5/1/200¢ 0 822: $ 1.4: 5/1/201:
6/1/200¢ 0 50,337 $§ 1.3C 6/1/201:
7/1/200¢ 0 0 $ 184 7/1/201:
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Option Awards

Stock Awards

Number of Number of Market
Securities Securities Number of Value of
Underlying Underlying Shares or Shares or
Unexercised Unexercised ) Units of Units of
Options Options Option Stock That Stock That
(1) #®(1) Exercise Option Have Not Have Not
Grant Price Expiration Vested Vested
Name Date Exercisable Unexercisable ($)(2) Date #) $)
8/1/200¢ 0 27,447 $ 1.3¢ 8/1/201:
9/1/200¢ 0 47,07 $ 1.31 9/1/201:
10/1/200¢ 0 95¢ $ 1.47 10/1/201:
11/1/200¢ 0 57,45¢ $ 1.27 11/1/201.
12/1/200¢ 0 56,87( $ 1.27 12/1/201:
Sunit

S.

Pate 4/1/200¢ 0 0 $ 5.1¢ 4/1/201( 9,68i(a) $ 14,82:
7/1/200¢ 0 0 $ 4.44 7/1/201( 9,68i(b)$ 14,82:
10/1/200t¢ 0 0 $ 5.3¢ 10/1/201 15,754c) $ 24,10«
4/1/200° 0 0 $ 6.1C 4/1/201( 29,43¢d) $ 45,037
5/1/200° 0 0 $ 55¢ 5/1/201( 14,714e) $ 22,51¢
6/1/200° 0 0 $ 5381 6/1/201( 14,714f) $ 22,51¢
7/1/200; 0 0 $ 5.8t  7/1/201( 22,07(g)$ 33,77¢
8/1/200° 0 0 $ 5.2: 8/1/201( 235,48{(0) $ 360,29
9/1/200° 0 0 $ 5.2¢ 9/1/201( 23,10i(h) $ 35,35¢
10/1/200° 0 0 $ 4.6t 10/1/201 23,10%()) $ 35,35¢
11/1/200° 0 0 $ 3.02 11/1/201 23,10%(j) $ 35,35¢
12/1/200° 0 0 $ 336 12/1/201 30,81((k) $ 47,13¢
1/1/200¢ 0 0 $ 304 1/1/201: 77,0251) $ 117,84¢
2/1/200¢ 0 0 $ 344 2/1/201: 77,025m)$ 117,84¢
3/1/200¢ 0 0 $ 22t 3/1/201.: 77,025n) $ 117,84t
4/1/200¢ 0 0 $ 21z 4/1/201.:
5/1/200¢ 0 0 $ 297 5/1/201.:
6/1/200¢ 0 0 $ 3.4:c 6/1/201:
7/1/200¢ 0 0 $ 29t 7/1/201:
8/1/200¢ 0 0 $ 34C 8/1/201.:
9/1/200¢ 0 0 $ 3.4:c 9/1/201.:
10/1/200¢ 0 0 $ 27C 10/1/201:

11/1/200: 0 7,77¢ $ 1.21 11/1/201
12/1/200: 0 8,817 $ 1.17 12/1/201:
1/1/200¢ 0 17,03¢ $ 0.87 1/1/201:
2/1/200¢ 0 3,96¢ $ 1.3t 2/1/201:
3/1/200¢ 0 7,64: $ 1.2z 3/1/201:
4/1/200¢ 0 14,25: ¢ 1.2¢ 4/1/201:
5/1/200¢ 0 2,19 $ 1.4:c 5/1/201:
6/1/200¢ 0 13,42 $ 1.3C 6/1/201:
7/1/200¢ 0 0 $ 184 7/1/201:
8/1/200¢ 0 7,316 $ 1.3¢ 8/1/201:
9/1/200¢ 0 12,55: ¢ 1.31 9/1/201:
10/1/200¢ 0 25¢ $ 1.47 10/1/201.
11/1/200¢ 0 15,32: $ 1.27 11/1/201.
12/1/200¢ 0 15,16¢ $ 1.27 12/1/201.
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Option Awards

Stock Awards

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

Name Date Exercisable Unexercisable %)@ Date #) $)

Jeff K.

Storey 1/1/200¢ 0 27,78¢ $ 0.87 1/1/201: 50,25((k) $ 76,88:
2/1/200¢ 0 6,47¢ $ 1.3t 2/1/201: 400,00(p) $ 612,00(
3/1/200¢ 0 12,46¢ $ 1.2 3/1/201: 125,62Y(1) $ 192,20¢
4/1/200¢ 0 23,24¢ $ 1.2¢ 4/1/201: 125,62 (m)$ 192,20¢
5/1/200¢ 0 3,57¢ $ 1.4z 5/1/201: 125,62'(n) $ 192,20¢
6/1/200¢ 0 21,897 $ 1.3C 6/1/201:
7/1/200¢ 0 0 $ 1.84 7/1/201:
8/1/200¢ 0 11,938 $ 1.3¢ 8/1/201:
9/1/200¢ 0 20,47 $ 1.31 9/1/201:
10/1/200¢ 0 417 $ 1.47 10/1/201:
11/1/200¢ 0 2499 $ 1.27 11/1/201:
12/1/200¢ 0] 24,73t $ 1.27 12/1/201:

Charles

C.

Miller,

1] 4/1/200¢ 0 0 $ 5.1¢ 4/1/201( 11,87%a)$ 18,16¢
7/1/200¢ 0 0 $ 444 7/1/201( 11,874b)$ 18,16¢
10/1/200t¢ 0 0 $ 5.3¢ 10/1/201 15,754c) $ 24,10«
4/1/200" 0 0 $ 6.1C 4/1/201( 39,24¢d)$ 60,04¢
5/1/200" 0 0 $ 5.5€ 5/1/201( 19,624e) $ 30,02t
6/1/200" 0 0 $ 581 6/1/201( 19,624f) $ 30,02t
7/1/2007 0 0 $ 58t 7/1/201( 29,43¢(g) $ 45,03:
8/1/2007 0 0 $ 5.2¢ 8/1/201( 29,43t(h) $ 45,037
9/1/2007 0 0 $ 5.2¢ 9/1/201( 29,43¢() $ 45,037
10/1/200° 0 0 $ 4.65 10/1/201 29,43¢(j) $ 45,03
11/1/200° 0 0 $ 3.0 11/1/201 39,244k) $ 60,05
12/1/200° 0 0 $ 3.3¢ 12/1/201 98,1241) $ 150,13(
1/1/200¢ 0 0 % 3.04 1/1/201: 98,124m)$ 150,13(
2/1/200¢ 0 0 $ 344 2/1/201: 98,124n) $ 150,13(
3/1/200¢ 0 0 $ 22t 3/1/201.:
4/1/200¢ 0 0 $ 212 4/1/201.:
5/1/200¢ 0 0% 297 5/1/201.:
6/1/200¢ 0 0 $ 34: 6/1/201:
7/1/200¢ 0 0 $ 209t 7/1/201:
8/1/200¢ 0 0 $ 3.4C 8/1/201.:
9/1/200¢ 0 0 $ 34¢ 9/1/201.:
10/1/200¢ 0 0 $ 2.7C 10/1/201:
11/1/200¢ 0 9,90¢ $ 1.21 11/1/201:
12/1/200¢ 0 11,23 $ 1.17 12/1/201:
1/1/200¢ 0 21,70t $ 0.87 1/1/201:
2/1/200¢ 0 5,057 $ 1.3t 2/1/201:
3/1/200¢ 0 9,731 $ 1.2z 3/1/201:
4/1/200¢ 0 18,157 $ 1.2¢ 4/1/201:
5/1/200¢ 0 2,79: $ 1.4: 5/1/201:
6/1/200¢ 0 17,10 $ 1.3C 6/1/201:
7/1/200¢ 0 0 $ 184 7/1/201:
8/1/200¢ 0 9,32: $ 1.3¢ 8/1/201:
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Option Awards

Stock Awards

Number of Number of Market
Securities Securities Number of Value of
Underlying Underlying Shares or Shares or
Unexercised  Unexercised ) Units of Units of
Options Options Option Stock That Stock That
(#)(1) (#)(1) Exercise Option Have Not Have Not
Grant Price Expiration Vested Vested
Name Date Exercisable Unexercisable ($)(2) Date (#) ($)
9/1/200¢ 0 15,99 $ 1.31 9/1/201:
10/1/200¢ 0 32¢€ $ 1.47 10/1/201:
11/1/200¢ 0 19,52 $ 1.27 11/1/201:
12/1/200¢ 0 19,32 $ 1.27 12/1/201:
Thoma:
C.
Stort: 4/1/200¢ 0 0 $ 5.1¢ 4/1/201( 9,681(a) $ 14,82
7/1/200¢ 0 0 $ 4.44 7/1/2041( 9,68i(b) $ 14,82:
10/1/200t¢ 0 0 $ 5.3¢ 10/1/201( 19,694c) $ 30,12¢
4/1/200° 0 0 $ 6.1C 4/1/201( 31,39¢d)$ 48,03¢
5/1/200" 0 0 $ 5.5¢€ 5/1/201( 15,69{e) $ 24,01¢
6/1/200° 0 0 $ 5381 6/1/201( 15,69¢f) $ 24,01¢
7/1/200; 0 0 $ 5.8  7/1/201 23,54¢g) $ 36,02
8/1/200° 0 0 $ 5.2t 8/1/201( 251,1840) $ 384,31:
9/1/200° 0 0 $ 5.2t 9/1/201( 24.554h)$ 37,56¢
10/1/200° 0 0 $ 4.65 10/1/201( 24 55(i) $ 37,56¢
11/1/200° 0 0 $ 3.05 11/1/201( 24 554j) $ 37,56¢
12/1/200° 0 0 $ 3.3 12/1/201( 32,73¢k) $ 50,08¢
1/1/200¢ 0 0 $ 3.04 1/1/201: 81,84((l) $ 125,21!
2/1/200¢ 0 0 $ 3.44 2/1/201: 81,84((m)$ 125,21!
3/1/200¢ 0 0 $ 22t 3/1/201: 81,84((n) $ 125,21!
4/1/200¢ 0 0 $ 21z 4/1/201:
5/1/200¢ 0 0 $ 297 5/1/201:
6/1/200¢ 0 0 $ 3.4: 6/1/201:
7/1/200¢ 0 0 $ 2.9t 7/1/201:
8/1/200¢ 0 0 $ 3.4cC 8/1/201:
9/1/200¢ 0 0 $ 3.4c 9/1/201:
10/1/200¢ 0 0 $ 27C 10/1/201:
11/1/200¢ 0 8,26 $ 1.21 11/1/201:
12/1/200¢ 0 9,36¢ $ 1.17 12/1/201:
1/1/200¢ 0 18,10 $ 0.87 1/1/201:
2/1/200¢ 0 421¢ $ 1.3t 2/1/201:
3/1/200¢ 0 8,121 $ 1.22 3/1/201:
4/1/200¢ 0 15,14. $ 1.2¢ 4/1/201:
5/1/200¢ 0 2,33 $ 1.4: 5/1/201:
6/1/200¢ 0 14,260 $ 1.3C 6/1/201:
7/1/200¢ 0 0 $ 1.84 7/1/201:
8/1/200¢ 0 7,77 $ 1.3¢€ 8/1/201:
9/1/200¢ 0 13,337 $ 1.31 9/1/201:
10/1/200¢ 0 27z $ 1.47 10/1/201:
11/1/200¢ 0 16,28. $ 1.27 11/1/201:
12/1/200¢ 0 16,11 $ 1.27 12/1/201:
(1)  The number of shares of our common stock indicaiehis column is the result of determining the O&flue at

December 31, 2009, and has been computed basedhg@80 formula and multiplier as of that date #redclosing

sale price of our common stock on that date.
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additional information on the valuation assumptiamsmade with respect to these grants, refer te hdtof our
financial statements in our annual report on Fo@aK ¥or the year ended December 31, 2009, as filad thie SEC. Th
value of an OSO is subject to change based upopettiermance of our common stock relative to thégsmance of th
S&P 500® Index from the time of the grant of the@&ward until the award is exercised or settledhaxase may be.
Since the value of an OSO depends on the degmekitth our common stock outperforms the index, theber of
shares issued upon exercise or settlement of ad/€$0 will change from time to time.

2 OSOs have an initial strike price that is equahtclosing market price of our common stock ontthding day
immediately prior to the date of grant. This ifistrike price is referred to as the Initial Privéhen an employee elects
to exercise an OSO or on the settlement date gasatbe may be, the Initial Price is adjusted—adbhefiate of that
exercise or settlement—by a percentage that isl égjtiae aggregate percentage increase or dedrettse S&P 500®
Index over the period beginning on the date of gaaal ending on the trading day immediately preugtle date of
exercise or settlement of the OSO. The amounts sliwthis column represent the adjusted exercige fior the OSOs
as of December 31, 20(

Vesting Information
0SOs

OSOs granted prior to April 1, 2007, ved¥bon the first anniversary of the grant date, thiedremaining 50% vest in equal quarterly
installments so that the award is fully vestechatdénd of the second year after the grant dat€DB{Ds granted on or after April 1, 2007 vest
and fully settle on the third anniversary of thargrdate. OSO awards provide for acceleration sfing in the event of a change of control as
defined in our 1995 Stock Plan, as amended.

RSUs

(@  vests 100% on July 1, 2010

(b)  vests 100% on October 1, 2010

()  vested 100% on February 26, 2010

(d) vestsin equal installments on April 1, 2010 andi20

(e) vestsin equal installments on July 1, 2010 and.201

0] vests in equal installments on October 1, 2010281d

(g) vestsin equal installments on January 1, 20101 20 2012

(h)  vests in equal installments on April 1, 2010, 2@hil 2012

() vests in equal installments on July 1, 2010, 201d. 2012

) vests in equal installments on October 1, 20101201 2012

(k) vests in equal installments on January 1, 2010122012 and 2013
() vests in equal installments on April 1, 2010, 202012 and 2013
(m) vests in equal installments on July 1, 2010, 2@0D12 and 2013

(n)  vests in equal installments on October 1, 2010120012 and 2013
(0) vestsin equal installments on April 1, 2010 andi20

(p)  vests 100% on January 1, 2012
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Options Exercised and Stock Vested in 2009

The following table provides informationy the Named Executive Officers, relating to (1)@&xercises during 2009, including the
number of shares acquired upon exercise and the vahlized and (2) the number of shares acquied the lapsing of restrictions for RS
and the value realized, in each case before payofiemy applicable withholding tax and broker corssions.

Option Awards Stock Awards
Number of Shares Value Realized Number of Shares Value Realized
Acquired on Exercise on Exercise Acquired on Vesting on Vesting

Name (#) ($) (#) ($)
James Q. Crow 0 $ 0 439,93° $  533,69:
Sunit S. Pate 0 $ 0 301,52t $ 322,64t
Jeff Storey 0 $ 0 0 $ 0
Charles C. Miller, IlI 0 $ 0 220,50! $ 255,35!
Thomas C. Stort 0 $ 0 327,20¢ $ 346,96

Equity Compensation Plan Information

We have only one equity compensation plahe-T995 Stock Plan, as amendadhder which we may issue shares of our common
to employees, officers, directors and consultaritss plan has been approved by our stockholders fallowing table provides information
about the shares of our common stock that maydoedsupon exercise of awards under the 1995 Stacka8 of December 31, 2009.

Number of securities
to be issued
upon exercise of
outstanding options,

Weighted-average
exercise price of
outstanding options,

Number of securities
remaining available for
future issuance under
equity compensation

Plan Category warrants and rights warrants and rights plans
Equity compensation plans
approved by stockholde 38,254,121 $ 2.95t1 68,645,76
Equity compensation plans not
approved by stockholde 0 $ 0.0C 0
T Includes awards of outperform stock options or erftrm stock appreciate units ("OSOs"). For purpasfethis table,

these securities are considered to use a singte shaur common stock from the total number ofrehaeserved for
issuance under the 1995 Stock Plan.

¥ Includes weighted-average exercise price of oudstgnOSOs at the date of grant. The exercise pfiean OSO is
subject to change based upon the performance afamnmon stock relative to the performance of thé$Q0® Index
from the time of the grant of the award until tlreaad has been exercise

OSOs are currently designed to providepienis of the awards with the incentive to maxinseckholder value and to reward recipient
employees only when the price of our common stadkerforms the S&P 500® Index between the dateardfitgand the date that the OSO is
exercised or settled. For the OSOs granted begjriniApril 2007, OSOs have a three-year life anst 0% on the third anniversary of the
date of the award and will fully settle on thataddh other words, recipients of these OSOs witlbwable to voluntarily exercise the OSO:
they will settle automatically with value on thérthanniversary of the date of the award or expiithout value on that date. This type of
instrument is sometimes referred to as a "Eurogida option." For OSOs granted prior to April 20@Ye OSOs generally have a four-year
life and vest 50% at the end of the first yearragtant, with the remaining 50% vesting in four abguarterly installments so that the OSOs
are fully vested by the end of the second year gftant.
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OSOs have an initial strike price thatdgsa& to the closing market price of our common lstmc the trading day immediately prior to the
date of grant. This initial strike price is refadr® as the "Initial Price.” On the settlement dat¢he date that an employee elects to exercise
an OSO, the Initial Price is adjusted—as of thag¢-deby a percentage that is equal to the aggregateptage increase or decrease in the
S&P 500®Index over the period beginning on the date of gaaal ending on the trading day immediately preugdhe settlement or exerc
date. The Initial Price, however, cannot be adpisielow the closing price of our common stock andhay that the OSO was granted.

The value of all OSOs will increase asghiee of our common stock increases relative topgerdormance of the S&P® 500 Index over
time. This increase in value is attributable intparthe use of a "success multiplier."

The mechanism for determining the valuarofndividual OSO award is described below: ThadhPrice is adjusted over time (the
"Adjusted Strike Price") until the settlement oeesise date. The adjustment is an amount equbktpdrcentage appreciation or depreciation
in the value of the S&P 500® Index from the datg@nt to the settlement date. The value of the @8f@ases for increasing levels of
outperformance. OSOs have a multiplier range freno zo four depending upon the performance of oomroon stock relative to the
S&P 500® Index as shown in the following table.

If Level 3 Stock Then the Pre-multiplier
Outperforms the S&P 500® Gain Is Multiplied by a
Index by: Success Multiplier of:
0% or Less 0.00

Outperformance percentage
More than 0% but Less than 11  multiplied by 4/11
11% or More 4.00

The pre-multiplier gain is our common st@elce minus the Adjusted Strike Price on the egtént or exercise date.

Potential Payments Upon Termination

As described in the Compensation Discusai@mhAnalysis above, the Named Executive Officersiak have employment, severance or
change of control agreements with us.

The information below describes and quatitertain compensation that would become payaider existing plans and arrangemer
the Named Executive Officer's employment had teateid on December 31, 2009, given the Named ExecQfficer's compensation and, if
applicable, based on our closing stock price ohdate. These benefits are the same as benefitaldeagenerally to salaried employees, <
as distributions under our 401(k) plan and dispbilenefits. As the Named Executive Officers domte severance agreements or other
special arrangements in connection with a possalyleff, this presentation does not reflect bendfitt may be available in such situations
under company plans and arrangements that arebletb all salaried employees on a non-discriryabasis.

Due to the number of factors that affeetitlature and amount of any benefits provided uperotcurrence of the events discussed
below, any actual amounts paid or distributed magifferent. Factors that could affect these ammumtiude the timing during the year of
any such event, our common stock price and theutixets age.

Death, Disability and Retirement.If one of the Named Executive Officers wereali®, become disabled or retire, any unexercisable
OSOs granted prior to April 1, 2007 would becomeé smain exercisable until the earlier of (i) omayfrom the date of death, disability or
retirement and (ii) the expiration date of the gr&or OSOs granted after April 1, 2007, the OS@kramain outstanding until the applicable
settlement date. Any remaining restrictions on awaf RSUs would lapse immediately. For these pepp"disability" generally means to
disability, resulting in the grantee
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being unable to perform his job. At December 3@ Messrs. Crowe, Miller and Stortz are the onyméd Executive Officers who were
eligible to retire pursuant to our retirement bérgdportunity. The information presented in thédwing table is provided with respect to
OSOs that will become exercisable and RSUs theatshs upon which will lapse upon the death aathility of the Named Executive
Officers. Information with respect to OSOs that emerently exercisable is not included as the gbdf the Named Executive Officers to
exercise those instruments is not affected by tbesats. The information provided for Messrs. CroMiler and Stortz would be the same
information that would be presented to show theeaif awards upon their retirement. OSO value ierd@ned based upon the OSO
mechanisms described above as of December 31, RE9value is determined based on the closing pficair common stock on
December 31, 2009.

0OSOs RSUs Total
James Q. Crow $ 721,33 $ 2,484,241 $ 3,205,58
Sunit S. Pate $ 192,36: $ 1,044,641 $ 1,237,00.
Jeff K. Storey $ 272,33 $ 1,265,50. $ 1,537,83
$
$

Charles C. Miller, 11l 245,05 $ 871,12¢ $ 1,116,18
Thomas C. Stort 204,38¢ $ 1,114,61 $ 1,319,00

Change of Control. As described above in the Compensation Disonsand Analysis, OSOs will automatically be exezdiand
cashed out or settled, as the case may be, uparctiierence of a change of control of Level 3 Comitetions, Inc. as defined in our 1995
Stock Plan, and any remaining restrictions on R&0igld lapse immediately upon such a change of obaofrLevel 3 Communications, Inc.

So that our RSUs will be compliant with firevisions of Section 409A of the Internal ReveQale of 1986, as amended, we have also
added a requirement that the change of control alastqualify as a "change in control event" asngef in Treasury Regulation 1.409A-3(i)
(5)(). In the event that there is a change in mdras defined by the 1995 Stock Plan that doegjnalify as a change in control event under
Section 409A, if the Named Executive Officer undesg a separation from service on account of hisitetion of employment by us without
cause following that change in control, we will,dar sole discretion, either (a) issue all unisssleates of our common stock issuable
pursuant to the RSU award to the employee or (pXipaemployee in a combination of cash and stbekvalue of those shares of our
common stock as provided for in the 1995 Stock Plan

The following table summarizes the dollatue, as of December 31, 2009, of these accelagtissuming that a change of control that
qualifies as a change of control event of LeveloBn@hunications, Inc. or termination of the Named desive Officers had occurred on
December 31, 2009.

OSO value is determined based upon the @8€¢hanisms for a change of control described atenajs calculated at the highest value
during the 60 day period prior to December 31, 2@3Xictated by the terms of the OSO awards.

0OSOs RSUs Total
James Q. Crow $ 801,33¢ $ 2,484,241 $ 3,285,58!
Sunit S. Pate $ 213,69¢ $ 1,044,641 $ 1,258,33
Jeff K. Storey $ 303,700 $ 1,265,50. $ 1,569,20
$
$

Charles C. Miller, 11l 272,23 $ 871,12¢ $ 1,143,36;
Thomas C. Stort 227,05 $ 1,114,61 $ 1,341,66:

In addition, we will provide gross-ups four Named Executive Officers from any taxes duesni@ction 4999 of the Internal Revenue
Code of 1986 incident to a change of control. Tifeces of Section 4999 generally are unpredictainle can have widely divergent and
unexpected effects based on an executive's persomgensation history.

At December 31, 2009, our Named Executiffec€@s do not have any non-compete agreements.
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Director Compensation

During 2009, each of our directors (othemt Mr. Scott, whose compensation is describedi)eldo was not employed by us during
2009 earned fees for his Board service consistirrg®Y 5,000 annual cash retainer. The directors seinee as the chairmen of the Audit
Committee and the Compensation Committee each @ameadditional $30,000 annual cash retainer foirsg as chairmen of those
committees. The chairman of the Nominating and @uawece Committee receives an additional $20,008doring as chairman of that
committee. Any member of the Board who was not eygad by us during 2009 earned a $15,000 annualregainer for each non-chair
membership on the Audit Committee and the Compams&ommittee. Any member of the Board who wasemployed by us during 2009
earned a $10,000 annual cash retainer for eackclmmn-membership on the Nominating and Governarmar@ittee. These payments are
made on a quarterly basis. Walter Scott, Jr., dwai@an of the Board, received an annual cashnetaif $250,000 for serving as our
Chairman of the Board. This retainer is paid onamthnly basis.

We also compensate our non-employee dirgetish grants of restricted stock. Each non-em@éosnember of the Board (other than
Mr. Scott, whose grants of restricted stock aredesd below) receives quarterly grants of restdcitock having a value of $37,500 at the
time of grant which amount to an annual aggregedatgralue of $150,000 for each such director. fimmber of shares of restricted stock
granted is determined by dividing $37,500 by thasiclg price of our common stock on the NASDAQ Gldbalect Market on the last trading
day of the quarter. Beginning with 2009 compensatibe total number of shares of restricted steskéd to each non-employee member of
the Board with respect to a calendar year's congtemswill be subject to an overall cap of 100,@D@res of common stock. Walter Scott,
our Chairman of the Board, also receives quargmayts of restricted stock having a value of $48,80the time of grant which amount to an
annual aggregate grant value of $180,000. The nupoflshares of restricted stock granted to Mr. Sisodetermined by dividing $45,000 by
the closing price of our common stock on the NASD@&IQbal Select Market on the last trading day efglarter. Beginning with 2009
compensation, the total number of shares of réstristock issued to Mr. Scott with respect to amdér year's compensation will be subje
an overall cap of 120,000 shares of common stoleks@ shares of restricted stock granted for 206fpeasation for all non-employee
directors will generally vest 100% on the latedd®pril 1, 2010 and 2) the first trading day onigitransactions in Level 3's securities are
permitted by its insider trading policy after Aptil 2010 if trading is not permitted on April 1,120

We also award an initial grant of sharesesfricted stock to new members of our Board. Tital grant has a value of $150,000 on the
date of grant. This initial grant of restrictedaktaests 100% on the third anniversary of the dagrant. During 2009, we made initial grants
of restricted stock to Mr. R. Douglas Bradbury &md Rahul N. Merchant.

We reimburse our non-employee directorgrirel, lodging and other reasonable out-of-poek@ienses in connection with the
attendance at Board, committee and stockholderingsetas well as for other reasonable expenset&dala service on the Board. We also
provide liability insurance for our directors anifieers. A group of insurance companies provides tloverage, with XL Specialty Insurance
Company as the primary carrier, which extends igitch 2010. The annual cost of this coverage js@pmately $4 million.
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We do not maintain any pension, nonqualifiefined contribution or other deferred compensagilans for our non-employee directors.

Fees Earned or Paid Stock Awards All Other

Name in Cash($) ($)(1) Compensation($) Total($)

Walter Scott, Jr., Chairme 250,00( 148,63! 80,6452) 479,28(
R. Douglas Bradbur 78,75( 273,86: 0 352,61
Douglas C. Eby 90,00( 123,86 0 213,86:
James O. Ellis, Jr 95,00( 123,86: 0 218,86:
Richard R. Jaro 105,00( 123,86: 0 228,86:
Robert E. Juliat 90,00( 123,86 0 213,86
Michael J. Mahone 90,00( 123,86 0 213,86
Rahul N. Merchant(3 22,50( 187,50( 0 210,00(
Arun Netravali 90,00( 123,86: 0 213,86
John T. Reei 115,00( 123,86 0 238,86
Michael B. Yanne) 85,00( 123,86: 0 208,86
Albert C. Yates 90,00( 123,86 0 213,86

(1)  This column represents the full grant date faiueadf the restricted stock issued to our non-emggalirectors during
2009. For additional information relating to the@asptions made by us in valuing these awards f08 2f&fer to
note 12 of our financial statements in our annapbrt on Form 10-K for the year ended DecembeRBQ9, as filed
with the SEC.

The following indicates the shares of restrictemtktheld by our nc-employee directors at December 31, 2(

Walter Scott, Jr. 120,00(
R. Douglas Bradbur 302,70:
Douglas C. Eb 131,57¢
James O. Ellis, Jr 100,00(
Richard R. Jaro 100,00(
Robert E. Juliat 100,00(
Michael J. Mahone 131,57¢
Rahul N. Merchan 141,62¢
Arun Netravali 100,00(
John T. Reel 100,00(
Michael B. Yanne) 100,00(
Albert C. Yates 100,00(

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

3) Mr. Merchant joined our Board in September 2009.

Certain Relationships and Related Transactions

Review and Approval of Related Party Tratisas. We review all relationships and transactionirich we and (i) our directors,
(i) our executive officers, (iii) any person knowg us to beneficially own more than five perceihbor outstanding common stock or
(iv) their respective immediate family members, paeticipants pursuant to a written related padpsactions policy to determine whether
these persons have a direct or indirect materiatést. Members of our Legal Department are primagsponsible for the development and
implementation of processes and controls to obtdormation from the directors and executive offc®ith respect to related person
transactions and for
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then determining, based on the facts and circurostanwhether the company or a related person Haed or indirect material interest in the
transaction. As required under SEC rules, transastihat are determined to be directly or indisenthterial to the company or a related
person are disclosed in our Proxy Statement. litiaddour Audit Committee reviews and approvesatifies any related person transaction
that has a value equal to or in excess of $50/)00e course of its review and approval or radifion of a related party transaction that meets
this threshold, the Audit Committee will consider:

. the benefits to the company;

. the effect on a director's independence in the tetherrelated party is a director, an immediateiffamember of a director or
an entity in which a director is a partner, stodklo or executive officer;

. the availability of other sources for comparabledurcts or services;

. the terms of the transaction;

. the terms available to unrelated third partiesoamployees generally; and
. any other matters the Audit Committee deems apatepr

Any member of the Audit Committee who ielated person with respect to a transaction ureléew may not participate in the
deliberations or vote respecting approval or r@tiion of the transaction; provided, however, thath member may be counted in determi
the presence of a quorum at a meeting of the caeertibat considers the transaction.

Related Party Transactions
The Audit Committee has reviewed and appdoor ratified all of the following transactions.

Company Aircraft. We permit the personal use of our aircraft &stain members of our senior management. This patsse of our
aircraft is done pursuant to an Aircraft Time-Shaggeement, which agreement provides that we wadirge the individual the incremental
cost to operate the aircraft as allowed by Pafahe U.S. Federal Aviation Administration regidas for personal use of corporate aircraft.
The rate used for the first six months of 2009 $28€00 per hour of use and $1,500 per hour of aisthé last six months of 2009. We
received a total payment in the amount of $153f6@dm Mr. Crowe under his agreement for the periaduiry 1, 2009 to December 31, 2(

We note that when a guest accompanies aoereofi our senior management on business traveivéed required by applicable Internal
Revenue Service regulations, we impute as incomedbt of that additional travel to that executimeaddition, in certain limited
circumstances we impute as income the cost of patsmvel to an executive to the extent that thespnal use of the corporate aircraft is at
the direction of the company and for the compabgtefit in attracting and retaining a member oi@emanagement. To calculate the
amount of imputed income, we use the Internal Rege3ervice's Standard Industry Fare Level, or St&les. For 2009, Mr. Crowe had
$1,094 of imputed income and Mr. Storey had $19&6amputed income.

For additional information regarding thegmnal use of aircraft, please see "Compensatisaoudsion and Analysis-Betermination of
Total Compensation for 2009—Other Compensatory #isnePerquisites above.

Southeastern Asset Management

Standstill Modification. On October 26, 2009, we and Southeastern Aédaeagement, Inc. ("Southeastern”) entered intcaadtill
Agreement (the "Standstill Agreement"), which anmezhdnd restated the standstill agreement betweanduSoutheastern dated as of
November 19, 200"
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Pursuant to the provisions of the Standstill AgreetSoutheastern will not, until February 18, 20&Bhout the prior written consent of a
majority of our entire Board of Directors, eitheredtly or indirectly (including in a manner williy designed to circumvent the following
provisions), alone or in concert with others:

() in any manner acquire, agree to &eqor make any public proposal to acquire (whethexctly or indirectly, by purchase, tender or
exchange offer):

A. any material assets of Level 3 or angsidiary of Level 3; or

B. any common stock, voting securitieslerivative securities of Level 3 (x) other tharopen market transactions that do not
involve the issuance of common stock by Level 3 @)dinless after giving effect to such acquisit®outheastern would Beneficially
Own (as defined in the Standstill Agreement) lés®1t557,300,000 shares of the Level 3's commork gsobject to appropriate
adjustment to take into account any stock splitbdssisions, stock dividends, combinations, redfacsgions or similar events
occurring after the date of the Standstill Agreetmprovided that Southeastern will in no event makg such acquisition for its own
account or on behalf of any advisory client ifitstich advisory client is on the date of such pasehor would become, as a result of
such purchase, a "5-percent shareholder” of Levétt8n the meaning of Section 382 of the InterRavenue Code of 1986, as
amended, and the regulations promulgated theremaéuding all applicable attribution rules) (th€ode");

(ii) into any arrangements, understansliogagreements (whether written or oral) with pagson or take any action, that would cause,
or have the effect of causing, directly or indihgcfl) a "change of control" as defined in thegntures, supplemental indentures or credit
agreements, as the case may be, relating to aeptedness for borrowed money of Level 3 or anyso$ubsidiaries or (2) Level 3 to unde!
an "ownership change" within the meaning of the € od

(iif) form, join or participate in a Groyps defined by the SEC's rules) in connection waith of the foregoing; or

(iv) make or cause Level 3 to make a pudfinouncement regarding any intention of Soutkeasd take an action which would be
prohibited by any of the foregoing.

In addition, until February 18, 2013, Saaktern will not sell, assign, pledge, transfestberwise dispose or encumber ("Transfer") to
any person or persons any shares of Level 3's canstogk that it Beneficially Owns (x) in negotiatiednsactions (including in accordance
with Rule 144A under the Securities Act of 1933aasended (the "Securities Act")) if such persogétber with its affiliates) would
Beneficially Own, after giving effect to such Trées(or series of Transfers), twenty percent (2@¥anore of the common stock; provided
that a sale of common stock by Southeastern irpan market broker sale transaction complying witieR 144(f) and (g)(1) and (g)(2) un
the Securities Act without knowledge by Southeastéithe identity of the acquiror at the time o thale transaction will not constitute a
negotiated transaction, or (y) if the price paigirch transaction is at a premium to the then-aumerket price of the common stock during
regular trading hours on the national securitieharge on which the common stock is then traded.

Loomis, Sayles & Company, L.P.

7% Convertible Senior Notes due 20150n June 26, 2009, we consummated certain tiosa contemplated by an Amended and
Restated Exchange Agreement (the "Exchange Agra&meated as of June 26, 2009, between the Comaady.oomis, Sayles &
Company, L.P. acting on behalf of its advisory mige(the "Investor"), amending the Exchange Agregndated as of June 21, 2009, by and
between us and the Investor. Pursuant to the EgehAgreement, we agreed to exchange $142,079,@@gage principal amount of our €
Convertible Subordinated Notes due 2010 and $1898P aggregate principal amount of our 2.875% @dihle Senior Notes due 2010
(together,
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the "Existing Notes") held by the Investor for $20@0,000 aggregate principal amount of our 7% Cdible Senior Notes due 2015 (the
"Notes") and $78,208,900 in cash, plus accruedusapéid interest on the Existing Notes. On June2@69, in exchange for certain of the
Existing Notes, we issued the Notes and paid $833BF in cash to the Investor, plus accrued andidripterest on the Existing Notes that
were exchanged. The remaining Existing Notes welbbsexjuently exchanged for $20,012,563 in cash,gglosied and unpaid interest on
those Existing Notes.

The Notes were issued pursuant to an ludentlated as of June 26, 2009 (the "Indenturetjyéen us and The Bank of New York
Mellon, as Trustee. The Notes are our senior umsdanbligations, ranking equal in right of paymeiith all of our existing and future
unsubordinated indebtedness. The Notes will mainr®larch 15, 2015 and pay 7% annual cash intdréetest on the Notes is payable on
March 15 and September 15 of each year, commencii®eptember 15, 2009.

The Notes are convertible by the Investto Ehares of our common stock at an initial cosieer price of $1.80 per share (which is
equivalent to a conversion rate of 555.5556 shafresir common stock per $1,000 principal amouriflofes), subject to adjustment upon
certain events, at any time before the close oilegs on March 15, 2015. The Investor may requruepurchase all or any part of the
Notes upon the occurrence of a designated eveah@ehof control or a termination of trading) atrie@ equal to 100% of the princig
amount of the Notes, plus accrued and unpaid isitéoe but excluding, the repurchase date, if amgddition, if a holder elects to convert its
Notes in connection with certain changes in conteal will pay, to the extent described in the Inde®, a mak-whole premium by increasir
the number of shares deliverable upon conversicucii Notes.

Fairfax Financial Holdings Limited and Loomis, Seyl& Company, L.P.

7% Convertible Senior Notes due 2015, Sdie On October 15, 2009, we consummated the tréinsaacontemplated by a Securities
Purchase Agreement (the "Purchase Agreement"yhatxecuted with certain investors (the "Invesfoirstluding Loomis, Sayles &
Company, L.P. and Fairfax Financial Holdings Lirditeach acting on behalf of their respective adyistients on October 1, 2009 in
connection with the offering and sale of $275,000,8ggregate principal amount of our 7% Convert8#eaior Notes due 2015, Series B (the
"New Notes"). The New Notes are our senior unsetolgigations, ranking equal in right of paymenthwall of our existing and future
unsubordinated indebtedness. The New Notes matukéaoch 15, 2015 and pay 7% annual cash intemgstrdst on the New Notes is pay:
on March 15 and September 15 of each year, begjrovirMarch 15, 2010.

The New Notes are convertible by holdets shares of our common stock at an initial corieerprice of $1.80 per share (which is
equivalent to a conversion rate of 555.5556 shafresir common stock per $1,000 principal amourthefNew Notes), subject to adjustment
upon certain events, at any time before the clodmisiness on March 15, 2015. Holders may requruepurchase all or any part of their
New Notes upon the occurrence of a designated €ekahge in control or a termination of tradingpairice equal to 100% of the princij
amount of the New Notes, plus accrued and unp&édast to, but excluding, the repurchase datayif bn addition, if a holder elects to
convert its New Notes in connection with certaimmges in control, we will pay, to the extent ddsexdiin the supplemental indenture
governing the New Notes, a make-whole premium byeiasing the number of shares deliverable uponassion of such New Notes.

The New Notes were issued pursuant to derlture, dated as of December 24, 2008, betweandi$he Bank of New York Mellon, as
Trustee (the "Trustee"), as supplemented by a $SeSapplemental Indenture, dated as of October Q@ ,2oetween us and the Trustee.
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REVERSE STOCK SPLIT PROPOSAL

Again this year, we are asking stockholderapprove a proposal to grant the Board disanatip authority to effect a reverse stock split
pursuant to one of four alternative ratios. Thispgmsal is essentially identical to the proposal s approved by our stockholders at the
2005, 2006, 2007, 2008 and 2009 Annual Meetings.

A reverse stock split would reduce the nendf outstanding shares of our common stock, hadoldings of each stockholder,
according to the same formula. The proposal cali$dur possible reverse stock split ratios: 1-f0-1-for-15, 1-for-20 and 1-for-25. Each of
the prior proposals to grant to the Board discretig authority to effect a reverse stock split alentemplated four ratios of 1-for-5, 1-for-10,
1-for-15 and 1-for-20.

If the proposal is approved, the Board Wél/e the discretion to effect one reverse stolikatpany time prior to May 20, 2011 using one
of the approved ratios, or to choose not to efferdverse stock split at all, based on its deteatitin of which action is in the best interests of
Level 3 and our stockholders. The Board resergesght to elect not to proceed, and abandon therse stock split if it determines, in its s
discretion, that this proposal is no longer intest interests of our stockholders.

The Board did not elect to exercise iteifonary authority to implement a reverse stqalk that was given at the 2009 Annual
Meeting because the Board concluded that circurostadid not warrant the implementation of a revetsek split. We are asking
stockholders to approve this proposal again a@i® Annual Meeting for the reasons that we desdriddow.

We currently have 2.5 billion authorizedsds of common stock. Please see the "COMMON STORRPOSAL" for additional
information regarding the proposal to increasentivaber of authorized shares of our common stockQ8ymillion from 2.5 billion to
2.9 billion. As of March 31, 2010, the record dftethe Annual Meeting, 1,656,411,820 shares of mom stock were issued and outstanc
"Authorized" shares represent the number of shareemmon stock that we are permitted to issue uadeRestated Certificate of
Incorporation. Since we do not have any sharesinEommon stock that we have repurchased, whichedeered to as "treasury shares," the
number of shares of common stock "outstanding"esgmts the number of shares of common stock thawe actually issued from the pool
of authorized shares of common stock. The reveok split, if implemented, would have the prindipéfect of reducing both the outstand
number of shares of common stock and the authorimetber of shares of common stock by the ratiocsadieby the Board, and, except for
the effect of fractional shares, each stockholgedportionate ownership interest in the companuldde the same immediately before and
after the reverse stock split.

Purposes of the Reverse Stock Split

The purpose of implementing a reverse ssptik would be to attempt to increase the pereirading value of our common stock to one
that is more typical of the share prices of othitely owned public companies. Our Board intendsffect the proposed reverse stock split
only if the implementation of a reverse stock sigliletermined by the Board to be in the best @steof Level 3 and our stockholders. If the
trading price of our common stock increases witleotgverse stock split, the Board may exerciséisisretion not to implement a reverse
split.

We believe that a number of institutiomal@stors and investment funds are reluctant tosinead in some 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 ommaon stock price to a level where our common steclld be viewed more favorably by
potential investors.
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Other investors may also be dissuaded fsroronhasing lower-priced stocks because the brokerammissions, as a percentage of the
total transaction, tend to be higher for such stoékhigher stock price after a reverse stock splituld reduce this concern.

The combination of lower transaction ca@std increased interest from institutional invesstord investment funds could have the effect
of improving the trading liquidity of our commorosk.

Our common stock currently trades on theSRAQ Stock Market under the symbol "LVLT." The NASD Stock Market has several
continued listing criteria that companies mustsdatin order to remain listed on the exchange. Gfitbese criteria is that the Level 3 comr
stock have a trading price that is greater thagqoial to $1.00 per share. As of today, we meetfdahe NASDAQ Stock Market's continued
listing criteria. Although we do not believe tha¢ wurrently have an issue relating to the contiristithg of our common stock on the
NASDAQ Stock Market, we believe that approval aéthroposal would provide the Board with the apitd meet the continued listir
standard in the future, to the extent that our comstock price would not otherwise meet the mininttading requirements then in effect.

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

You should keep in mind that the implemg&ataof a reverse stock split does not have arceffa the actual or intrinsic value of the
Level 3 business or your proportional ownershipérel 3. You should also consider that in many sages market price of a company's
shares declines after a reverse stock split.

Certain Risks Associated with the Reverse Stock Spl

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

There can be no assurance that the maricet per new share of our common stock after arsevstock split will remain unchanged or
increase in proportion to the reduction in the namdf old shares of our common stock outstandirigrbea reverse stock split. For example,
based on the closing price of our common stock ancki 30, 2010 of $1.58 per share, if the Board weeimplement the reverse stock split
and utilize a ratio of 1-for-10, we cannot assura that the post-split market price of our commimtls would be $15.80 (that is, $1.58 x
10) per share or greater. In many cases, the market of a company's shares declines after a sevanck split.

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

While the Board believes that a higher lsfmice may help generate investor interest, tkarebe no assurance that a reverse stock split
will result in a per-share price that will attréestitutional investors or investment funds or thath share price will satisfy the investing
guidelines of institutional investors or investménids. As a result, the trading liquidity of onemon stock may not necessarily improve.

A decline in the market price of our common stdtdra reverse stock split is implemented may téswd greater percentage decline th
would occur in the absence of a reverse stock, spi the liquidity of our common stock could beedely affected following such a reverse
stock split.

If a reverse stock split is effected anel mierket price of our common stock declines, thregrdage decline may be greater than would
occur in the absence of a reverse stock split.fiakket price of our common stock will, howeverpdi® based on our performance and other
factors, which are unrelated to the number of shafeommon stock outstanding. Furthermore, theidity of our common stock could be
adversely affected by the reduced number of shhetsvould be outstanding after the reverse stptik s

Principal Effects of the Reverse Stock Split
If approved and implemented, the princigfécts of a reverse stock split would include fiiwing:

. depending on the ratio for the reverse stock spliected by the Board, each 10, 15, 20 or 25 slovfi@ms common stock that
you own will be combined into one new share of camrstock;

. the number of shares of common stock issued arsdamaing will be reduced proportionately basedhenratio selected by the
Board,;
. the total number of shares of common stock thaargeauthorized to issue will be reduced proportielgsbased on the ratio

selected by the Board;

. appropriate adjustments will be made to RSUs, O&W@sother securities convertible into shares ofomummon stock granted
under our plans to maintain the economic valuéefawards;

. the number of shares reserved for issuance underd®@5b Stock Plan (as amended from time to timé)beireduced
proportionately based on the ratio selected byBiberd (and any other appropriate adjustments otifinations will be made
under the plans); and

. the conversion price of our convertible notes aadrants to purchase our common stock and the nuailstrares reserved for
issuance upon conversion or exercise will be adfust accordance with their terms based on the safiected by the Board.

The common stock resulting from a revetesekssplit will remain fully paid and non-assessal#\ reverse stock split will not affect the
public registration of the common stock under theuBities Exchange Act of 1934.

If implemented, a reverse stock split woutd have any effect on our current dividend poli©wr current dividend policy, in effect since
April 1, 1998, is to retain future earnings for uis®ur business. As a result, our directors andagament do not anticipate paying any cash
dividends on shares of our common stock in thesfegable future. In addition, we are effectivelyrieed 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 itselffect our assets or business prospects. Alsppfoved and implemented, a reverse stock split
may result in some stockholders owning "odd lofdéss than 100 shares of common stock. Odd laeshaay be more difficult to sell, and
brokerage commissions and other costs of transeciioodd lots are generally somewhat higher tharcosts of transactions in "round lots"
of even multiples of 100 shares. The Board beliehewever, that these potential effects are outiaezigoy the benefits of a reverse stock
split.

Fractional Shares

No fractional certificates will be issueddonnection with a reverse stock split. Stockhddeho otherwise would be entitled to receive
fractional shares because they hold a number oésttd common stock not evenly divisible by the bemselected by the Board for a reverse
stock split ratio will be entitled, upon surrena@érany certificate(s) representing such sharea,dash payment in lieu thereof. We would
arrange for a third party to aggregate the fraetiehares of registered stockholders, sell thethéropen market and deliver the proceeds to
those stockholders. We will pay any brokerage cagsions in connection with that sale.

Stockholders who otherwise would be erttitie receive fractional shares will only be entitte a cash payment in lieu of such shares
and will no longer have any rights as a stockholdén respect to the shares of common stock thatldvbave been exchanged for such
fractional shares.

Authorized Shares

A reverse stock split would affect all issuand outstanding shares of Level 3 common stodloatstanding rights to acquire Level 3
common stock. Upon the effectiveness of a revamek split, the total number of shares of commantisthat we are authorized to issue
would be reduced proportionately based on the eatiected by the Board. As of the record datetferAnnual Meeting, we had 2.5 billion
shares of authorized common stock and approximatéi6 billion shares of common stock issued ardtanding. Authorized but unissued
shares will be available for issuance, and we rasyd these shares in the future. If we issue additshares, the ownership interest of
holders of our common stock will be diluted. Se©NIMON STOCK PROPOSAL" for more information regarglithe proposal to amend
our Restated Certificate of Incorporation to inseéhe number of authorized shares of our comnamk spar value $.01 per share by
400 million from 2.5 billion to 2.9 billion.

Accounting Matters

The par value of the common stock will remegt $.01 per share after a reverse stock spitaAesult, as of the effective time, the stated
capital on our balance sheet attributable to oorroon stock would be reduced proportionately basetthe reverse stock split ratio selected
by the Board, and the additional paid-in capitaicamt will be credited with the amount by which 8tated capital is reduced. In future
financial statements, we would restate net incormess and other per share amounts for periodsgraifore a reverse stock split to give
retroactive effect to the reverse stock split.

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

If stockholders approve the proposal ardBbard decides to implement a reverse stock sgitwill file with the Secretary of State of
the State of Delaware a certificate of amendmenutoRestated Certificate of Incorporation. A reseestock split will become effective at the
time and on the date of filing of, or at such ldtere as is specified in, the certificate of amerdtmwhich we refer to as the "effective time"
and "effective date," respectively. Beginning at &ffective time, each certificate representingeshaf common stock will be deemed for all
corporate purposes to evidence
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ownership of the number of whole shares into wiighshares previously represented by the ceréfiaetre combined pursuant to the reverse
stock split.

The text of the certificate of amendmentilgdbe in substantially the form attached heretmsex 2, except that the text of the form
may be altered for any changes required by theeBagrof State of the State of Delaware and chadgemed necessary or advisable by the
Board, including the insertion of the effective éneffective date, number of authorized shareslamdeverse stock split ratio selected by
Board.

Upon a reverse stock split, we intend ¢atistockholders holding our common stock in "$tnegne," through a bank, broker or other
nominee, in the same manner as registered stoakisolchose shares are registered in their namegsBhrokers or other nominees will be
instructed to effect a reverse stock split for theineficial holders holding our common stock itrtest name." However, these banks, brokers
or other nominees may have different procedures thgistered stockholders for processing a rewvamsek split. If you hold your shares with
a bank, broker or other nominee and if you haveqmstions in this regard, we encourage you toaobrybur nominee.

Following any reverse stock split, stocktess holding physical certificates would need tohenge those certificates. As we are now
fully participating in the direct registration sgat, you will not receive a replacement physicalifiesite. Instead you will receive a written
confirmation from our transfer agent Wells Farga®owner Services indicating the number of shaoeisoyvn after the effect of the reverse
stock split and a cash payment in lieu of any fometl shares. Our common stock would also receiveva CUSIP number.

If a reverse stock split is implemented,I/Eargo Shareowner Services, our transfer agahtadvise registered stockholders of the
procedures to be followed to exchange certificatesletter of transmittal to be sent to stockhadd®lo new written confirmations will be
issued to a stockholder until the stockholder heieesdered the stockholder's outstanding certd#i&f together with the properly completed
and executed letter of transmittal, to Wells Fargoy old shares submitted for transfer, whethespant to a sale, other disposition or
otherwise, will automatically be exchanged for rehvaresStockholders should not destroy any stock certifidag(s) and should not submit
any certificate(s) until requested to do so.

No Appraisal Rights

Stockholders do not have appraisal rightden the Delaware General Corporation Law or underRestated Certificate of Incorporation
in connection with the reverse stock split.

Reservation of Right to Abandon Reverse Stock Split

We reserve the right to abandon a revams split without further action by our stockhaldet any time before the effectiveness of the
filing with the Secretary of State of the StatdDaflaware of the certificate of amendment to ourt&es Certificate of Incorporation, even if
the authority to effect a reverse stock split hasrbapproved by our stockholders at the Annual iMgeBy voting in favor of a reverse stock
split, you are expressly also authorizing the Bdardetermine not to proceed with, and abandoayarse stock split if it should so decide.

Certain Federal Income Tax Consequences

The following is a summary of the matetia$. federal income tax consequences of a revessk split. This discussion is based on the
Internal Revenue Code, the Treasury Regulationsipigated thereunder, published statements by teenial Revenue Service and other
applicable authorities on the date of this Proxat@&nhent, all of which are subject to change, pbssitih retroactive effect. This discussion
does not address the tax consequences to hol@gmréhsubject to
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special tax rules, such as banks, insurance compamigulated investment companies, personal lgptimpanies, foreign entities,
nonresident alien individuals, broker-dealers andexempt entities. Further, it does not addregsstate, local or foreign income or other tax
consequences. This summary also assumes thatates sif common stock held immediately prior toéffective time of the reverse stock
split (the "old shares") were, and the new sharesived will be, held as a "capital asset," asneeffin the Internal Revenue Code (generally,
property held for investment).

Subject to the discussion below concertiiregtreatment of the receipt of cash paymentsansté fractional shares, we believe that the
material U.S. federal income tax consequencege¥erse stock split would be as follows:

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

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

. The aggregate adjusted basis of the shares ofctaehof our common stock you hold following theense stock split will be
equal to your aggregate adjusted basis immediptély to the reverse stock split, reduced by amybiasis attributable to a
fractional share.

. Your holding period for the common stock you couérto hold after the reverse stock split will irdduyour holding period for
the common stock you held immediately prior tornerse stock split.

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

Our beliefs regarding the tax consequentdise reverse stock split is not binding on theednal Revenue 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.

Please note that the approval of this psapdoes not require the approval of the COMMON SKAPROPOSAL that is described in
this Proxy Statement.

Vote Required

Article XllI of our Restated Certificate tfcorporation provides that the affirmative vofestockholders holding at least a majority of
outstanding shares of our common stock is requdoedpproval of this Reverse Stock Split proposal.

The Board has unanimously adopted a resolution semg stockholder approval of, and recommends that ywvote FOR, this
proposal.
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COMMON STOCK PROPOSAL

We are asking stockholders to approve pgsal to amend our Restated Certificate of Incatian. The adoption of the proposal to
amend our Restated Certificate of Incorporation lvancrease the number of authorized shares o€onmmon stock in our Restated
Certificate of Incorporation by 400 million from=billion to 2.9 billion.

As of March 31, 2010, approximately 1.6586dm of our shares of common stock were issued @amstanding and approximately
821 million shares were reserved for issuance ptsio outstanding convertible debt obligationspkayee benefit plans, and other equity
linked securities leaving approximately 23 millisimares of our common stock currently unreservedaaadable for future use.

The Board believes that the increase imtiraber of authorized shares of our common stodlwavide flexibility in connection with
future activities, including:

. financings;

. investment opportunities;

. acquisitions of other companies;

. stock dividends or splits;

. employee benefit plans; and

. other corporate purposes that the Board deemsadieis

Although we have announced the possibilftgur issuing shares of common stock from timéirtee for corporate acquisitions and our
management continues to evaluate possible acguigitinsactions in which we may use our sharesmihton stock as consideration, as of
the date of this Proxy Statement, we have no ageator understanding with respect to issuing anyefadditional shares of authorized
common stock and have no present intention to émig@isuch an agreement or understanding. In axhdithere can be no assurance that any
such issuance for acquisition transactions or rssifor other purposes will be made, or, if madepathe timing, type, or size of any
issuance. We also note that if this proposal is@pma and made effective, the increase in the numib@uthorized shares of our common
stock may not be sufficient for us to completergda acquisition. In that case, we would need &k stockholder approval of an additional
increase in the number of shares of authorizedibissued common stock.

If this proposal is approved and made éffecwe would be in a position to use our cagstatk to take advantage of market conditions
and opportunities without the delay and expensecis®d with the holding of a special meeting otkholders. Although we may, based
upon our review of prevailing market conditionsus and sell shares of our common stock in theipuoidrkets, currently there is no
agreement, arrangement or understanding relatiag tesuance and sale by us of our common stoitieipublic markets. We have, howe\
an effective registration statement, which allowgasell, from time to time, our securities, irdihg our common stock. We again note th:
this proposal is approved and made effective,ribheease in the number of authorized shares of @anwn stock may not be sufficient for us
to complete a larger capital markets transactionh&t case, we would need to seek stockholdeoappof an additional increase in the
number of shares of authorized but unissued constamk.

Our authorized but unissued common stotituding the increased number of shares of our comstock if this proposal is approved
the stockholders and made effective, may be isboedtime to time as determined by the Board withfouther stockholder action, except as
may be required in certain cases by law or thesrafehe NASDAQ Stock Market.
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A stockholder vote against the proposecdeiase in the number of authorized shares of ounmmmstock would have the effect of
limiting our use of common stock.

Our stockholders do not have preemptivetsigwhich means they do not have the right tolpase shares in any future issuance of
common stock in order to maintain their proportienequity interests in Level 3. Although the Bowiill authorize the further issuance of our
common stock only when it considers such issuamte tin the best interests of Level 3, stockholdbmuld recognize that any such issuance
of additional stock may have the effect of dilutthg earnings (loss) per share and book valuehzee ©f outstanding shares of our common
stock and the equity and voting rights of holddrshares of our common stock.

You will not realize any dilution in youepcentage ownership or your voting rights as alre$increasing our authorized common
stock. Issuances of additional shares of our comshaek in the future, however, will dilute your pentage ownership and the voting power
of the outstanding shares of our common stockdtiten, the issuance of additional shares of ammon stock (or even the potential issue)
may have a depressive effect on the market priceo€ommon stock.

The increase in the authorized number afeshof common stock and the subsequent issuamtelofshares could have the effect of
delaying or preventing a change of control of Le@lithout further action by the stockholders. ®saof authorized and unissued common
stock could (within the limits imposed by applicaldw) be issued in one or more transactions thadanake a change of control of Level 3
less likely. The additional authorized shares cdiddised to discourage persons from attemptingitoapntrol of Level 3, by diluting the
voting power of shares then outstanding or increptie voting power of persons who would suppatBbard in a potential takeover
scenario. However, this proposal is not made iparse to any effort of which we are aware to acdatawur stock or to obtain control of
nor do we have a present intent to use the additi&imares of authorized common stock to opposestidtakeover attempt or to delay or
prevent changes in control of management.

The text of the certificate of amendmenulgdoe in substantially the form attached heretdmsex 3, except that the text of the form
may be altered for any changes required by theeBagrof State of the State of Delaware and chadgemed necessary or advisable by the
Board, including the insertion of the effective éirand effective date selected by Board.

Please note that the approval of this psapdoes not require the approval of the REVERSBGH SPLIT PROPOSAL that is
described in this Proxy Statement. If the REVERSBGK SPLIT PROPOSAL is approved and the Board daiters to implement the
reverse stock split prior to or simultaneously vitie implementation of the COMMON STOCK PROPOSAie humber of additional
authorized shares of common stock would be decdgasgportionately by the ratio chosen by the Bdardhe reverse stock split.

Vote Required

Article XlII of our Restated Certificate tfcorporation provides that the affirmative vofestockholders holding at least a majority of
outstanding shares of our common stock is reqdoredpproval of this proposal.

The Board has unanimously adopted a resolution serlg stockholder approval of, and recommends that wvote FOR, this
proposal.
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STOCK PLAN PROPOSAL

Subject to the requisite affirmative stookler vote at the Annual Meeting, the Board haptetban amendment and restatement of the
Level 3 Communications, Inc. 1995 Stock Plan (Anezhdnd Restated as of April 1, 1998) to among dttiegs extend the term of that plan
to May 20, 2020 and to increase the number of shareur common stock, par value $.01 per shaexved for issuance under the plan by
50 million. Also as part of the amendment and testent, the Level 3 Communications, Inc. 1995 Stlelk (Amended and Restated as of
April 1, 1998) has been renamed the Level 3 Comaoaiiains, Inc. Stock Plan. In this Proxy Statemenetrefer to the Level 3
Communications, Inc. Stock Plan as the "Plan."

We are seeking stockholder approval ofrarralment and restatement of the Plan in orderrgpbowith:

. the requirements of The Nasdaq Stock Market; and

. the stockholder approval requirements of Secti@#rh) and 422 of the Code, in order to qualify @erawards that the
Compensation Committee can make under the Plapesifotmance based compensation” as defined undse gections of the
Code.

The summary of the Plan that is included in thisxiprStatement is qualified in its entirety by exggweeference to the text of the Plan, a copy
of which is included as Annex 4 to this proxy stagat. In this discussion, we refer to the sharesuofcommon stock that are reserved for
issuance under the Plan as "Reserved Shares."

Background

Since 1998, the Compensation Committeeallasinistered the Plan. Since 1998, we have soughtexeived stockholder approval for
two increases in the number of Reserved Sharesmbisé recent action by the stockholders to appasvimcrease in the number of Reserved
Shares was in 2004, at which time we indicatedithaas our expectation that the increased numbBeserved Shares at that time would be
sufficient for the operation of the Plan for thexh24 months. The Compensation Committee and tleedalso sought and received from the
stockholders the approval of an amendment of tha ®lat had the purpose of extending the termeoPllan by five years to September 25,
2010.

The changes to the Plan that are being rimdagh the amendment and restatement that hasapgeoved by the Board relate to those
changes required to:

. effect the extension of the term of the Plan to Nay2020;

. increase the number of Reserved Shares by 50 millio

. modify the change of control definition containedfie Plan;

. permit the awarding of performance related shandsuaits;

. prohibit the repricing of outstanding awards withptior stockholder approval; and

. to make certain other administrative changes tptae to remove references and terms that aremgeloapplicable to the

administration of the Plan.

Ramifications of Failure to Receive Approval

Based on the recommendation of the Compiens@ommittee, the Board believes that the stolddrs' failure to approve the extension
of the term of the Plan and the increase of thebmirof Reserved Shares by 50 million would reqthieeredesign of our compensation
programs that could require us to use a signiflgagreater portion of our cash on hand and caslergeed by operations
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to compensate our employees. In addition, we woatde able to continue the use of equity linkedyleerm compensation, including the
OSO program—a program that the Compensation Coeenitbntinues to believe achieves the goal of algyaiward recipients' and
stockholders' interests by basing stock based cosapien value on our ability to outperform the nedrik general, as measured by the rel:
performance of our common stock against the S&RRSD@ex, or such other index as the Board may ddter.

Eligibility

The following individuals will be eligible participate in the Plan: (i) each employee ef¢bmpany or of any of its affiliates, including
each such person who may also be a director afah@any and/or its affiliates; (ii) each non-em@eyirector of the company and/or its
affiliates and who is designated as eligible byGmenpensation Committee; and (iii) each other pergloo provides substantial services tc
company and/or its affiliates and who is designatgdligible by the Compensation Committee. An @yg® on an approved leave of abse
may be considered as still in the employ of the gany or its affiliates for purposes of eligibilifigr participation in the Plan.

Administration

The Plan is administered by the Compensatiommittee. The Compensation Committee, in ite sidcretion, determines which
individuals may participate in the Plan and theetygxtent and terms of the Awards (as that terdefmed below) to be granted. In addition,
the Compensation Committee interprets the Plamaakks all other determinations with respect tcatth@inistration of the Plan.

Awards; Number of Reserved Shares

The Plan as amended and restated allowthdagrant to eligible participants who are selédtg the Compensation Committee for
participation of:

. incentive stock options ("1ISOs");

. nonqualified stock options ("NQSOs");

. restricted stock and restricted stock units;

. outperform stock options and outperform stock agipt®n units ("OSOs");

. bargain purchases of shares of our common stock;

. bonuses of shares of our common stock;

. performance shares and performance units or othetgjof shares of our common stock based on pesfoce or the

satisfaction of other conditions ("Performance Ased};
. stock appreciation rights; or

. any other form of stock benefit or stock-relateddfe.

These various types of grants are referred to asatds." As of March 31, 2010, the approximate nundbég@eople currently participating in
the Plan was 5,300.

The grant of traditional NQSOs requiresube of one share of common stock reserved undeplém for each share to be issued upon
exercise of the NQSO. Only a single share is reguio be used from the share reserve because thmom number of shares that can be
issued upon exercise cannot exceed the numbeadofsbpecified in the grant of the NQSO. This maximmumber is therefore easily
identified and is fixed for administration purposgghe time of grant.
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In contrast to an NQSO, the features ofQ&® program—including the use of a success midtiphd the fact that the number of shares
issued upon exercise is determined based on thveeperformance of our common stock versus the S&0® Index—require us to follow
"pool" methodology for managing the Reserved Shate=n awarding OSOs. The determination of the nurabshares to reserve or allocate
for each OSO award results from a mathematical Isition that calculates the number of shares ofcoummon stock that would be issued
based on thousands of combinations of our comnumk gtrice performance, S&P 500® Index performamud @ther factors over various
periods of time. The goal for the allocation isttsure, as accurately as reasonably possiblentkatually all stock price growth scenarios,
there will be sufficient Reserved Shares availablsatisfy all exercises of awarded OSOs throughigbuance of Reserved Shares.

To appropriately manage the pool of Rest&eares when granting awards of OSOs, today, thep€nsation Committee has set asi
range of zero to 3.43 Reserved Shares from theRetserved Shares for each OSO awarded. We usga ta manage the pool since the
number of Reserved Shares used is based on arsianafiyhe remaining life of the OSO, the Adjus&dke Price and the performance of the
S&P 500® from the date of the award to the datéedérmination. The share reservations have beenai@expected to continue to be,
modified from time to time based on changes in madonditions. We believe that the share allocasappropriate even though since 2002
the average number of shares of our common steakdupon exercise of OSOs with a four times miidtipas been approximately 1.95
shares of our common stock.

As of March 15, 2010, from the 200,000,6erved Shares, we have issued 103,944,998 sfiamesscommon stock in connection
with the exercise of all awards issued under tlag Bince April 1, 1998. As part of the Compensa@ammittee's managing of the pool of
Reserve Shares, as of March 15, 2010, of the appately 96,055,000 Reserved Shares remaining, we $et aside a total of 33,528,860
Reserved Shares for all currently outstanding O&takswe have set aside 24,281,084 of the remaingsgiRed Shares for all currently
outstanding RSUs. As a result, as of March 15, 20&0have 38,245,058 Reserved Shares remainingpdivatnot been set aside for any
outstanding Awards.

As of March 15, 2010, the number of Awamtisde under the Plan—both vested and unvesteddingluOSOs, Restricted Shares and
restricted stock units—would require the issuarfc@80969,454 shares of our common stock if allhofse awards had been exercised on that
date (assuming a value for all of those awardsaseour common stock price of $1.59 on March TA,@® the date that would be used to
calculate the value of the outstanding OSOs on Maf; 2010). As of March 15, 2010, the number @irgh of our common stock already
issued pursuant to the Plan from March 1998 thravglch 15, 2010, plus the number of shares issugia exercise of all outstanding
Awards under the Plan (calculated as of March 0202 represents approximately 8% of the outstanslirages of our common stock.

In 2004, we indicated in our proxy statetfenthe 2004 Annual Meeting of Stockholders ttiet increase in the number of Reserved
Shares at that time would be sufficient to allow kbng term incentive program using the Plan tdiooe for a period of 24 months. We have
been able to delay seeking additional ReservedeSharder the Plan for approximately 72 months. @klay was made possible in part as a
result of:

. lower than expected share utilization for OSO eisexc(that is, the number of Reserved Shares #vat fictually been issued
upon exercise of outstanding OSO awards issued thed’lan has been significantly less than theResl Shares that were
set aside for awarded OSOs);

. significant OSO expirations (that is, 7,435,860 @ZWarded since 2004 have expired with zero oraheey; and

. effective management of the Plan's pool of ReseBleates.
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Of the approximately 96,055,000 Reservear&hremaining as of March 15, 2010, we have puslycstated that approximately
68,904,000 shares would only be used in conneetitinthe awarding and settling the exercise or payd OSOs. This 68,904,000 was
originally 80,000,000 when this restriction was puplace in 2004 (the "OSO Pools Shares"). Howeeeprovide the Compensation
Committee with maximum flexibility to administeraghPlan to manage the number of Reserved Sharesffedively, the amended and
restated Plan would not continue this restrictiarttie Compensation Committee's administration @eRbserved Shares.

In order to qualify as a "performance basathpensation” as defined under Code Section 162(@Plan is required to indicate the
maximum number of OSOs and Options an individua}l bewngranted during any calendar year. Thereforeptdirposes of Section 162(m) of
the Code, the maximum number of OSOs and Optiaatsathy individual can receive under the Plan in single calendar year is 3,000,000.
This limitation will be determined prior to the djgation of the OSO performance multiplier (the "Mplier"), where the Multiplier is based
on the comparative performance of our common spoide to the S&P 500® Index. More information redjag the Multiplier is included
below.

Options. Options granted under the Plan may be "incergteck options" or ISOs, within the meaning oft®ec422 of the Code, or
nonqualified stock options or NQSOs; provided, hesvethat ISOs may only be granted to participavite are also our employees or a
subsidiary corporation within the meaning of Setd@4 of the Code. The terms of Options grantectutite Plan will be set out in option
agreements between the company and participanta/ihaontain those provisions that the Comper@satCommittee from time to time
deems appropriate, including the exercise priceexpitation date of those Optionmovided, howevethat no Option granted under the Plan
shall be exercisable after the expiration of ted) flears from the date it was granted. The exemrise of the Options is determined by the
Compensation Committee at the time of grant; predithat in the case of ISOs, the exercise price briat least the fair market value of our
shares of common stock on the date of grant. Uperexercise of an Option, the amount due to uslmegyaid by the holder of the Option
(a) in cash; (b) by the surrender of all or paraofOption; (c) by the tender to us of shares ofcommon stock acquired by the holder on the
open market or owned by the holder for at leashwixths and registered in his or her name havifagy anarket value equal to the amount
to us; (d) by delivering to the Compensation Cortemita copy of irrevocable instructions to a stookbr to deliver promptly to us an amount
of sale or loan proceeds sufficient to pay the @zerprice, in the case of an Option; (e) in offreperty, rights and credits deemed acceptable
by the Compensation Committee, including a pronmissote; or (f) by any combination of the paymerthods specified in (a) through (e).
Notwithstanding the foregoing, any method of payhwher than in cash may be used only with the eonsf the Compensation Commit!
or if and to the extent so provided in the reladgpton agreement.

Outperform Stock Options (OSOs)As discussed above, the Compensation Comnmittgegrant OSOs under the Plan. OSOs are
currently designed to provide management with ticentive to maximize stockholder value and to revihe members of management only
when the Share price outperforms the S&P 500® InBexkthe OSOs granted beginning in April 2007, @®@ve a three-year life and vest
100% on the third anniversary of the date of tharavand will fully settle on that date. In otherra®, recipients of these OSOs will not be
able to voluntarily exercise the OSOs as they sdittle automatically with value on the third anmsaey of the date of the award or expire
without value on that date. This type of instrumisrgometimes referred to as a "European styl®ogtFor OSOs granted prior to
April 2007, the OSOs generally have a four-year $ihd vest 50% at the end of the first year aft@nty with the remaining 50% vesting in
four equal quarterly installments so that the O&fasfully vested by the end of the second year gftant.

OSOs have an initial strike price thatds& to the closing market price of our common lstoe the trading day immediately prior to the
date of grant. This initial strike price is refadr® as the

67




Table of Contents

"Initial Price.” On the settlement date or the datet an employee elects to exercise an OSO, thal IArice is adjusted—as of that datby-a
percentage that is equal to the aggregate pereeirtaiggase or decrease in the S&P 500® Index tnepériod beginning on the date of grant
and ending on the trading day immediately precethiegsettlement or exercise date. The Initial Riwavever, cannot be adjusted below the
closing price of our common stock on the day that@SO was granted.

The value of OSOs increases as the priceio€ommon stock increases relative to the pefdoce of the S&P® 500 Index over time.
This increase in value is attributable in partte tise of a "success multiplier." On the date tifeseent, the gain on the OSO is determine
taking our common stock price and subtracting tdgisted Price. The success multiplier is then appdigainst this result to determine the
final value of the exercised OSO.

Upon exercise of an OSO, the Compensatmmr@ittee, in its sole discretion, will deliver toetholder with respect to and in cancella
of each Share as to which the OSO is exercisedttled, either (a) a number of whole shares ofoounmon stock with a fair market value on
the trading day immediately preceding the datexef@se (rounded up to the nearest whole share)l égihe product of (A) the fair market
value of a share of our common stock on the tradmgimmediately preceding the date of exercissetitement, less the Adjusted Price,
multiplied by (B) the Multiplier, (b) cash, equal the aggregate value of the shares of our comtoahk sletermined pursuant to clause (a)
above, or (c) a combination of Shares and casimyrproportion the Compensation Committee may deter, having the same aggregate
value as the shares of our common stock deternpinesiant to clause (a) above, in each case subjagplicable tax withholding.

In response to changing economic and cdtiyeetonditions, the Compensation Committee maylifiyahe terms of OSOs that are
issued in the future, but the terms of such a grarsgt require our common stock to have outperformbtbad-based, market stock index
before the award has any exercise value.

Restricted Shares and Restricted StocksUniRestricted Shares and Restricted Stock Unitslmeagranted by the Compensation
Committee in its sole discretion, and such shaf@siocommon stock will become unrestricted or ssichres of our common stock will be
issued without restrictions on transfer in accooganwith a schedule established by the Compens@ionmittee. Except as set forth in an
agreement relating to Restricted Shares, eachmp&riso is awarded Restricted Shares will have thieeebeneficial ownership of, and all
rights and privileges of a stockholder with resgecthe Restricted Shares awarded to him or kkeep that such Restricted Shares may not
be sold, transferred, pledged or otherwise encuetb@uring the restricted period set by the Compars&ommittee.

The Compensation Committee has, and expecisntinue to issue in the future, Restricteccktdnits. Restricted Stock Units will
become unrestricted and as a result, shares afomumon stock will be issued to the person thateshiolder of the Restricted Stock Units
have become unrestricted in accordance with a sthedtablished by the Compensation Committee. fii>azset forth in an agreement
relating to Restricted Stock Units, each person istawarded Restricted Stock Units will have nodfiial ownership of, and no rights and
privileges of a stockholder with respect to, tharsk of our common stock underlying the Restri&gatk Unit awarded to him or her, until
that Restricted Stock Unit is vested and the uydeglshares of our common stock are issued.

Performance Shares and Performance Unit§he Compensation Committee may grant Performaweards. Each Performance Awi
will specify the "Performance Objectives" that mibistachieved before that Award will become vestadimayable. The Compensation
Committee also may specify a minimum acceptablellef/achievement below which no payment will bedmand may set forth a formula
for determining the amount of any payment to be eribgerformance is at or above such minimum aat#ptlevel but falls short of the
maximum achievement of the specified Performandedbes.
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Performance Objectives may be describédrims of company-wide objectives or objectives #ratrelated to the performance of an
individual Participant or the division, departmemt function within the company or our affiliateefformance Objectives may be measure
an absolute or relative basis. Relative performanag be measured by comparison to a group of peepanies or to a financial market
index. Performance Objectives shall be limitedgecified levels of or increases in one or moréheffollowing: return on equity; diluted
earnings per share; net earnings; total earniragsjrggs growth; return on capital; working capttahover; return on assets; earnings before
interest and taxes; earnings before interest, taegweciation, and amortization; sales; sales tirogross margin; return on investment;
increase in the fair market value per share; spiace (including but not limited to, growth meassiend total stockholder return); operating
profit; cash flow (including, but not limited toperating cash flow and free cash flow); cash fletum on investment (which equals net cash
flow divided by total capital); inventory turnsnéincial return ratios; total return to stockholdenarket share; earnings measures/ratios;
economic value added; balance sheet measuremehidiitg (but not limited to receivable turnoventdrnal rate of return; and expense
targets.

Each Performance Award shall have an inradue that is established by the Compensation i@ittee at the time of grant. Each
Performance Share shall have an initial value eguile fair market value of our common stock omdhate of grant. In addition to any other
non-performance terms included in the related ages, the Compensation Committee will set the applie Performance Objectives in its
discretion which, depending on the extent to whiedy are met, will determine the value and/or nundédé>erformance Units or Performance
Shares, as the case may be, that will be paicoathet Participant.

Other Share-based Awards.The Compensation Committee may in its solerdifan grant any other Share or Share-related atard
an eligible person under the Plan that the Compiems@ommittee deems appropriate, including, butlingited to, stock appreciation rights,
bargain purchases of shares of our common stocludas of shares of our common stock and the gfafaoses of our common stock based
on performance or upon the satisfaction of othedd@ns. With respect to stock appreciation rights stock appreciation right granted un
the Plan shall be exercisable after the expiraticien (10) years from the date it was granted.

Adjustments for Recapitalization, Merger, etc. of he Company

The aggregate number of Reserved Shareardswgranted under the Plan and any agreementsneund) such Awards, the maximum
number of shares of our common stock subject tAwalirds and the maximum number of shares of oumeomstock with respect to which
any one person may be granted Awards shall be cubjedjustment or substitution, as determinetheyCompensation Committee in its <
discretion, as to the number, price or kind of Sh@rother consideration subject to such Awardssastherwise determined by the
Compensation Committee to be equitable (i) in thenéof changes in the outstanding shares of omnwoon stock or in the capital structure
the company by reason of stock dividends, stodksspéverse stock splits, recapitalizations, raoigations, mergers, consolidations,
combinations, exchanges, or other relevant chaimgespitalization occurring after the date of grahiny such Award or (ii) in the event of
any change in applicable laws or any change inugistances which results in or would result in antysgantial dilution or enlargement of the
rights granted to, or available for, participamtghie Plan, or which otherwise warrants equitalljasiment because it interferes with the
intended operation of the Plan.

Notwithstanding the above, in the event:tfiathe company is merged or consolidated witbtaer corporation or entity and, in
connection therewith, consideration is receivedtogkholders of the company in a form other thaclksbr other equity interests of the
surviving entity; (i) all or substantially all dhe assets of the company are acquired by anothsom; (iii) the reorganization or liquidation
the company; or (iv) the company shall enter interidten agreement to undergo an
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event described in clauses (i), (i) or (iii) abotteen the Compensation Committee may, in its digazm and upon at least 10 days advance
notice to the affected persons, cancel any outstgrlvards and pay to the holders thereof, in aasttock, or any combination thereof, the
value of such Awards based upon the price per sifaser common stock received or to be receivedthgr stockholders of the company in
the event.

Change of Control

The Compensation Committee, in its solergison, may (but need not) provide in any Awardeament that, in the event of a Change in
Control (as defined in the Plan), notwithstanding @esting schedule otherwise effective with respethe Award, (i) in the case of Options
or stock appreciation rights, the Award shall beeammediately exercisable with respect to 100 p#roéthe shares of our common stock
subject thereto, (ii) in the case of Restrictedr8aany restrictions shall expire immediately wehpect to 100 percent of such Restricted
Shares and (i) in the case of any other Awardluiding Restricted Stock Units, any other vestingestricted period to which such Award is
subject shall expire as to 100 percent of such Awar

The Plan defines a change of control amtiveirrence of any of the following events:

. a change in ownership or control of the compangatéd through a transaction or series of relatatsactions (other than an
offering of our common stock to the general puthiough a registration statement filed with the8iies and Exchange
Commission) whereby any "person” (as defined irtiBe@(a)(9) of the Securities Exchange Act of 1984any two or more
persons deemed to be one "person” (as used iro8&dt8(d)(3) and 14(d)(2) of the Securities Excleagt of 1934), other
than the company or any of its affiliates, or arplayee benefit plan maintained by the company grdadrits affiliates, directly
or indirectly acquire "beneficial ownership" (withihe meaning of Rule 13d-3 under the SecuritieshBrge Act of 1934) of
securities of the company possessing more thangfdtcent (50%) of the total combined voting powkthe company's
securities outstanding immediately after such agtjon; or

. the date upon which individuals who, as of May 2010 (the effective date of the amended and respdéen), constitute the
Board (the "Incumbent Board"), cease for any reasaronstitute at least a majority of the Boardivided, however, that any
individual becoming a director subsequent to the 1@, 2010, whose election, or nomination for etecby the company's
stockholders, was approved by a vote of at leasajarity of the directors then constituting thedntbent Board shall be
considered as though such individual were a memibitre Incumbent Board since May 20, 2010, butwdiclg, for this
purpose, any such individual whose initial assuomptf office occurs as a result of an actual oedkened election contest w
respect to the election or removal of directorstber actual or threatened solicitation of proxiesonsents by or on behalf ¢
person other than the Board; or

. the sale or disposition, in one or a series ofteeléransactions, of all or substantially all of #issets of the company to any
"person” (as defined in Section 3(a)(9) of the $ities Exchange Act) or to any two or more persgesmed to be one
"person” (as used in Sections 13(d)(3) and 14(d){#)e Securities Exchange Act) other than thegamy's affiliates.

The Compensation Committee may, by a writtetermination prior to the consummation of améwe transaction, determine that such
event or transaction does not constitute a Cham@mntrol, provided that the Committee reasonabhyctudes that such event or transaction
(i) is not likely to result in a significant changethe identities of the persons functioning as@emanagement of the company, either
immediately in the foreseeable future (it beingenstbod that the Compensation Committee need maiwde that no changes in senior
management are likely to occur), and (i) is nkelly to result in control of the Board (or a sigcéint portion of the Board's functions) being
transferred to a single person other than an ailof the company or any employee benefit plamglated trust) sponsored or maintained by
the company or an affiliate of the company, eiih@nediately or in the foreseeable future.
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Shares Subject to the Plan
Need for Increase in Number of Reserved Shares

The Compensation Committee believes trapthol of Reserved Shares is generally sufficiermtlow the stock settlement of all Awards
that are either currently outstanding or schedtddak awarded prior to June 30, 2010 at substynsiicontemplated levels of our common
stock price performance. The Compensation Comniitéseformed this belief based on its managemetiteoievel of Reserved Shares use
the administration of the Plan and taking into arxtdhe restrictions imposed by the OSO Pool Shares

If the restriction on the Compensation Cdtter's ability to use the OSO Pool Shares is @aotoved, the currently approved level of
Reserved Shares is not sufficient to continue omig term incentive, or LTI, program on or after d&®, 2010. If the restriction is removed,
and the Compensation Committee has flexibilitydmaister the Plan to manage the number of Rese®hades available for Awards most
efficiently, the Compensation Committee believest the currently approved level of Reserved Shamsdd be sufficient to continue our lo
term incentive, or LTI, program only through Octolie 2010, at award levels that are competitivihexmarketplace.

In order to continue to attract, retain amativate the employees that are necessary to txeow business plan, senior management and
the Compensation Committee have concluded thatlwErds need to be maintained. In other words,@ratisence of having the ability to
continue the LTI program, long term incentive comgegion packages that are offered by our compstétnd other employers will be more
attractive than the packages that we will be ableffer.

Based on current expectations, to contowrecurrent LTI compensation programs for whatG@menpensation Committee and senior
management believe would be for an additional 2#athmfrom June 30, 2010 indicated above, the Cosgiem Committee and the entire
Board believe that the number of Reserved Shamddle increased by the requested 50 million shaff@ur common stock.

Market Value

The closing price of the shares of our camrstock on the Nasdaq Stock Market on March 3002®as $1.58 per share.

Term; Amendment and Termination

Subject to the approval of stockholderhaf Stock Plan Proposal at the Annual Meeting, éhm bf the Plan has been extended to
May 20, 2020. The Compensation Committee may arttemélan from time to time, as it deems approprgibject to any applicable law or
rule(s) promulgated by the principal national séms exchange on which the Stock is listed andedsat the time of such amendment. The
Compensation Committee, however, may not amengasaision relating to 1SOs, the Plan's share resenthe provision relating to Plan
amendment without the approval of the Board. Uné¢ksrwise determined by the Compensation Commitie@mendment to this Plan may
deprive a participant of any Award or rights wi#spect to an Award without the participant's cohsen

Transferability

Unless otherwise determined by the Compgams&ommittee, no Award granted under the Plan bejransferred by the participant to
whom it is granted other than by beneficiary deatgm, will, or pursuant to the laws of descent disdribution.

71




Table of Contents

Tax Gross-Up

The Compensation Committee, in its solergéison, may (but need not) provide in any Awardeagnent for the payment of additional
amounts in respect of the Award in order to makeaudicipant whole for some or all of the excisesmimposed on a participant pursuant to
Section 4999 of the Code in the event that thetgexercise, vesting or payment of such Award endled to be an "excess parachute
payment” for purposes of Section 280G of the Code.

Federal Tax Consequences

The following is a brief discussion of dagliefs regarding the Federal income tax consemgeattransactions with respect to Options
and OSOs under the Plan based on the Code, deat & of the date of this summary. This discussmot intended to be exhaustive and
does not describe any state or local tax conseggehtolders of awards under the Plan should comsthittheir own tax advisors.

ISOs. No taxable income is realized by the optiongenithe grant or exercise of an 1SO. If sharesuofcommon stock are issued to
an optionee pursuant to the exercise of an ISOjfarmdisqualifying disposition of such sharesnade by such optionee within two years
after the date of grant or within one year aftertifansfer of such shares to such optionee, them¢in the sale of such shares, any amount
realized in excess of the Option price will be thxe such optionee as a long-term capital gainaarydoss sustained will be a long-term
capital loss, and (ii) no deduction will be allowtedthe company for Federal income tax purposes.

If the shares acquired upon the exercisndB50 are disposed of prior to the expiratioeitier holding period described above,
generally, (i) the optionee will realize ordinancome in the year of disposition in an amount etu#the excess (if any) of the fair market
value of such shares at exercise (or, if lessatheunt realized on the disposition of such shares) the exercise price paid for such shares
and (ii) the company will be entitled to deducttsaenount for Federal income tax purposes if thetarhepresents an ordinary and neces
business expense. Any further gain (or loss) redllzy the optionee upon the sale of the sharearcf@mmmon stock will be taxed as short-
term or long-term capital gain (or loss), dependinghow long the shares have been held, and wiltasult in any deduction by us.

If an ISO is exercised more than three m®fdllowing termination of employment (subjectctertain exceptions for disability or death),
the exercise of the Option will generally be taxsdhe exercise of a NQSO, as described below.

For purposes of determining whether anomgte is subject to alternative minimum tax liapjlan optionee who exercises an 1ISO
generally would be required to increase his ordfi@rnative minimum taxable income, and computgdiébasis in the shares of our common
stock so acquired, in the same manner as if tHerege had exercised a NQSO. Each optionee is paltgrgubject to the alternative minimt
tax. In substance, a taxpayer is required to paynipher of his/her alternative minimum tax liatyilor his/her "regular” income tax liability.
As a result, a taxpayer has to determine his/hmpial liability under the alternative minimum tax

NQSOs. With respect to NQSOs: (i) no income is realiby the optionee at the time the Option is granfi@dyenerally, at exercise,
ordinary income is realized by the optionee in mmant equal to the excess, if any, of the fair reawlalue of the shares of our common stock
on such date over the exercise price, and the caynpayenerally entitled to a tax deduction in $hene amount, subject to applicable tax
withholding requirements; and (iii) at sale, apjméon (or depreciation) after the date of exeriisgeated as either short-term or long-term
capital gain (or loss) depending on how long theres of our common stock have been held.
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0OSOs. Participants who receive OSOs will be taxedrdinary income rates, at the time an OSO is eged;ion the fair market value
of the shares of our common stock and cash recé&iveshnection with such exercise, and we generaillybe entitled to a deduction equal
the amount of ordinary income so recognized.

Restricted Shares or Restricted Stock UnitRarticipants who receive Restricted SharesestriRted Stock Units will be taxed at
ordinary income rates, at the time the restrictiapse, on the fair market value of the sharesiotommon stock underlying those vested
Restricted Shares or Restricted Stock Units, andemerally will be entitled to a deduction equalite amount of ordinary income so
recognized.

Performance Awards. Participants who receive Performance Awardsbeltaxed at ordinary income rates, at the tirRedormance
Award is settled, on the fair market value of thares of our common stock and/or cash receivednnection with such settlement, and we
generally will be entitled to a deduction equattte amount of ordinary income so recognized.

Repricings

Notwithstanding any provision of the Plegpricing of Awards is not be permitted withoutctbolder approval. For this purpose, a
"repricing” means any of the following (or any atlaetion that has the same effect as any of thevioig): (i) changing the terms of an
Award to lower its exercise price (other than oocamt of capital adjustments resulting from shatéss etc., as described in the Plan and
other than on account of adjustments associatddthét initial exercise price of an Award of OS8);any other action that is treated as
"repricing” under generally accepted accountinggples; and (iii) repurchasing for cash or camggn Award in exchange for another
Award at a time when its exercise price is gretiten the fair market value of the underlying shafesur common stock, unless the
cancellation and exchange occurs in connection @dffital adjustments resulting from share splis.,, @s described in the Plan.

Special Rules Applicable to Corporate Insiders

As a result of the rules under Section 16{lihe Exchange Act ("Section 16(b)"), and depegdipon the particular exemption from the
provisions of Section 16(b) utilized, officers agicectors of the company and persons owning mae 1 percent of the outstanding shares
of our common stock ("Insiders") may not receive ame tax treatment as set forth above with réspélee Options and other Share-based
awards. Generally, Insiders will not be subjediataation until the expiration of any period duriwgich they are subject to the liability
provisions of Section 16(b) with respect to theesdlsuch shares of our common stock. Insidersldtadheck with their own tax advisers to
ascertain the appropriate tax treatment for antiquéar Award.

New Plan Benefits

The grant of OSOs, Options, Restricted &hand other share-based awards under the Platiredyewithin the discretion of the
Compensation Committee. As of the date of the m@itif this proxy statement, we cannot determinentitaber of OSOs, Option, Restricted
Share and other Share-based awards that will eegtan the future. Therefore, we have omittedt#irilar disclosure of the benefits or
amounts allocated under the Plan.

Vote Required

The affirmative vote of a majority of thetes cast by holders of our common stock presemeiison or by proxy at the Annual Meeting
is required for approval of this Stock Plan Proposa

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

The following table sets forth certain infation with respect to the beneficial ownershipoef common stock, as of March 15, 2010, by
Level 3's directors, the Named Executive Officarg] the directors and executive officers as a gran@ each person known by us to
beneficially own more than five percent of our ¢atsling common stock.

Number of Shares
Name of Common Stock

Percent of Common Stock

Beneficially Owned(%)

James Q. Crowe(: 8,231,47. *
Sunit S. Patel(2 987,73: *
Jeff K. Storey(3 69,48( *
Charles C. Miller, 111(4) 958,52: *
Thomas C. Stortz(t 1,307,95: *
Walter Scott, Jr.(6 47,890,47 2.6
R. Douglas Bradbur 956,50t *
Douglas C. Eby 131,57¢ *
James O. Ellis, Jr 376,63: *
Richard R. Jaro 1,654,48 *
Robert E. Julian(7 5,561,17 *
Michael J. Mahone 299,84: *
Rahul N. Merchan 141,69¢ *
Arun Netravali 415,83t *
John T. Reed(€ 678,36! *
Michael B. Yanney(9 389,95! *
Albert C. Yates 407,73: *
Directors and Executive Officers as a Group (18

persons)(10 70,844,96 4.2
Southeastern Asset Management, Inc. 486,504,07 28.7
Fairfax Financial Holdings(1:- 266,032,81 16.2
Loomis Sayles & Co., L.P.(1: 205,516,24 11.1
Odyssey America Reinsurance Corporationi 84,323,00 5.1

* Less than 1%.

@ Includes 520,000 shares of our common stock heldhgyCherry Creek Trust, of which Mr. Crowe is sude
beneficiary and 150,151 restricted stock unitsréstrictions on which will lapse within 60 dayshérch 15, 2010.

2 Includes 15,000 shares of our common stock hedthimdividual retirement account by Mr. Patel ab@,422 restricted
stock units, the restrictions on which will lapsihin 60 days of March 15, 2010.

3) Includes 31,407 restricted stock units, the rettns on which will lapse within 60 days of March, 2010.

()] Includes 53,967 restricted stock units, the retitnis on which will lapse within 60 days of March, 2010.

(5) Includes 169,935 restricted stock units, the retstris on which will lapse within 60 days of Marth, 2010.

(6) Includes 99,700 shares of our common stock helithdysuzanne Scott Irrevocable Trust as to whichSdott shares

voting and investment powers, 16,316,668 sharesioEommon stock issuable upon conversion of $Z90R0 in
principal amount of our 15% Convertible Senior Nx
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(7)

(8)

(9)

(10)

(11)

due 2013 (the "15% Notes") that Mr. Scott holdectily, 1,777,778 shares issuable upon conversi&3,200,000 in
principal amount of our 15% Notes that Mr. Scotidsdndirectly through a charitable remainder trdst175,556 shares
issuable upon conversion of $2,116,000 in princgmabunt of our 15% Notes that Mr. Scott holds iedily through the
Suzanne and Walter Scott Charitable Remainder ;Th&f2,222 shares issuable upon conversion 098220 in
principal amount of our 15% Notes that Mr. Scotidisdndirectly through the WS Charitable Remaindeitrust Il and
400,975 shares of our common stock held indirdntlyvr. Scott.

Includes 1,000,000 shares of our common stock Inelgulian Properties, LP, of which Mr. Julian ie #ple general
partner, 3,049,000 shares of our common stockietdust of which Mr. Julian is the trustee, 472, 2hares of our
common stock issuable upon conversion of $850,0@0incipal amount of our 15% Convertible Senioté¢odue 2013
(the "15% Notes"), 438,889 shares of our commocksigsuable upon conversion of $790,000 in princamaount of
our 15% Notes that Mr. Julian holds indirectly tigb a trust of which Mr. Julian is the trustee &Ad,444 shares of o
common stock issuable upon conversion of $980,0@0incipal amount of our 15% Notes that Mr. Julienids
indirectly through Julian Properties.

Includes 100,000 shares of our common stock heldrirReed's individual retirement account and 100,8hares of ot
common stock held by Reed Partners, LLC, of whighR&ed and his spouse hold an aggregate 10% mshiber
interest.

Includes 34,440 shares of our common stock heMrinvanney's individual retirement account, 53,50@res of our
common stock held in a retirement trust on behaMo Yanney's spouse and 40,000 shares of our camrstock held
by The Burlington Capital Group, LLC, of which Mf¥anney and his spouse own approximately 47% obthstanding
membership interests. The Burlington Capital Grau; has pledged all of its marketable securitiasluding the
40,000 shares of our common stock, to secure afineadit from a commercial bank.

Includes 601,809 shares of our common stock issugibn the lapse of restrictions on restrictedkstotts within
60 days of March 15, 2010. Also includes 21,997 §tT&es issuable upon conversion of our 15% Cableenior
Notes due 2013.

Address for Southeastern Asset Management, Inagleaf Partners Fund and Mr. O. Mason Hawkins 0G2oplar
Avenue, Suite 900, Memphis, Tennessee 38119. Thviag information is based solely on Southeastssset
Management, Inc.'s Schedule 13G filed with the 8EE&ebruary 5, 2010. Percentage of our outstarmbngmon stock
is as reported in their Schedule 13G.

Information presented is presented by Southeagtesat Management, Inc. as a registered investnuwigex. All of the
securities reported by Southeastern Asset Manageanemwned legally by Southeastern Asset Managgrmen's
investment advisory clients and none are ownedttlyrer indirectly by Southeastern Asset Managemient Includes
197,596,758 shares of our common stock (11.7%)ftoéally owned by Longleaf Partners Fund, a seaEkongleaf
Partners Fund Trust, of which Southeastern Asseiag@ment, Inc. shares voting and dispositive poSeutheastern
Asset Management, Inc. exercises sole dispositiveep with respect to 236,456,317 shares of our comstock
beneficially owned by discretionary managed acceu20,047,758 shares of our common stock benkficaned by
discretionary managed accounts for which Southeagteset Management has shared dispositive powso. iAcludes
190,700,901 shares of our common stock held byetisnary managed accounts for which SoutheastesetA
Management, Inc. has sole voting power, 261,935sB@8es of our common stock held by discretionaapaged
accounts for which Southeastern Asset Managenmemnthhs shared voting power and 45,755,416 shams commor
stock held by discretionary managed accounts faclwSoutheastern Asset Management, Inc. has nog/ptiwer.

75




Table of Contents

(12)

(13)

The 250,047,758 shares of our common stock bea#§i@wned by discretionary managed accounts fdckh
Southeastern Asset Management has shared dispgsitiver includes 55,590,004 shares issuable uporecsion of
convertible notes held by these accounts.

Mr. O Mason Hawkins, Chairman of the Board and O.Bf Southeastern Asset Management, Inc., maybmdd to
beneficially own the Level 3 common stock held mutheastern Asset Management, Inc. Mr. Hawkindaliss
beneficial ownership of such common stock.

The following information is based solely on Faxfainancial Holdings Limited's Schedule 13G filedhathe SEC on
February 11, 2010. Percentage of our outstandingraan stock is as reported in their Schedule 13@.imformation
provided is for Fairfax Financial Holdings Limit§tFairfax™), a corporation incorporated under the$ of Canada
includes information for V. Prem Watsa, an indivaul 109519 Ontario Limited ("1109519"), a corparat
incorporated under the laws of Ontario; The SixtyoTlinvestment Company Limited ("Sixty Two"), a corgtion
incorporated under the laws of British ColumbiaQ879 Ontario Limited ("810679"), a corporation ingorated under
the laws of Ontario; Odyssey Re Holdings Corp. (/§xyRe"), a corporation incorporated under the lafADelaware;
and Odyssey America Reinsurance Corporation ("GayAsnerica"), a corporation incorporated underl#ves of
Connecticut. The business addresses for Fairfax\Waitsa, 1109519 and 810679 is 95 Wellington Sthéest,

Suite 800, Toronto, Ontario M5J 2N7; the businelfrass for Sixty Two is 1600 Cathedral Place, 925t/ Georgia St
Vancouver, British Columbia V6C 3L3; the busineddrass for OdysseyRe is 300 First Stamford Plazenfsrd,
Connecticut 06902 and the business address forg@gysmerica is 300 First Stamford Place, Stamf@ahnecticut
06902.

Fairfax, Mr. Watsa, 1109519, 810679 and Sixty TWare voting and dispositive power with respect66,232,816
shares of our common stock, and Odyssey AmericaDatygseyRe share voting and dispositive power reisipect to
84,323,002 shares of our common stock.

Certain of the shares of common stock beneficayped are held by subsidiaries of Fairfax and leypénsion plans of
certain subsidiaries of Fairfax, and certain of¢havertible debt securities that are convertibte shares of our
common stock beneficially owned are held by sulbsig$ of Fairfax, which subsidiaries and pensi@mglhave the rigl
to receive or the power to direct the receipt efd#nds from, or the proceeds from the sale ofh sscurities. No such
interest of a subsidiary or pension plan relatandoe than 5% of the class of our common stock.

Shares of our common stock reported as beneficialtyed include shares of our common stock issugtde
conversion of certain convertible debt securities.

Neither the filing of the Schedule 13G nor the mfiation contained therein shall be deemed to domstan affirmation
by Mr. Watsa, 1109519, Sixty Two, 810679, FairfaxlysseyRe or Odyssey America that such persor isgheficial
owner of the shares referred to therein for purpasesection 13(d) or 13(g) of the Securities ExgjeAct of 1934, or
for any other purpose, and such beneficial ownprishéxpressly disclaimed.

Address for Loomis Sayles & Co., L.P. is One FinahCenter, Boston, MA 02111. The following infortiwan is based
solely on Loomis Sayles & Co., L.P. ("Loomis") Sdao& 13G filed with the SEC on February 16, 201éxcEntage of
our outstanding common stock is as reported i Behedule 13G.

Information presented is presented by Loomis agsstered investment adviser. All of the securitegsorted by Loomi
are owned legally by Loomis's investment advisdignts and none are owned directly or indirectlyLlmpmis. Loomis
exercises sole dispositive power with respect & 206,241 shares of our common stock beneficiallged by
discretionary managed accounts. Also includes B®49B8 shares of our common stock held by disaratipmanaged
accounts fo
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which Loomis has sole voting power, 2,230,510 shafeour common stock held by discretionary managgebunts for
which Loomis has shared voting power.

Shares of our common stock reported as beneficialtyed include shares of our common stock issugtbe
conversion of certain convertible debt securities.

Loomis disclaims any beneficial interest in anyh# foregoing securities.

Certain of the shares of common stock beneficayed are held by Loomis's clients that have thlettio receive or
the power to direct the receipt of dividends framthe proceeds from the sale of, such securiessuch client relates
to more than 5% of the class of our common st

OTHER MATTERS

It is not anticipated that any matters othan those described in this Proxy Statementhveilbrought before the Annual Meeting. If any
other matters are presented, however, it is tlemiidn of the persons named in the proxy to votepifoxy in accordance with the discretior
the persons named in the proxy.

FUTURE STOCKHOLDER PROPOSALS

A stockholder who would like to have a prsal considered for inclusion in our 2011 Proxyt&tent must submit the proposal so that it
is received by us no later than December 10, 28EQC rules set standards for eligibility and spethify types of stockholder proposals that
may be excluded from a proxy statement. Stockhgldeposals should be addressed to the Secretarg| B&Communications, Inc., 1025
Eldorado Boulevard, Broomfield, Colorado 80021.

If a stockholder does not submit a propémainclusion in our 2011 Proxy Statement, butéasl wishes to present it directly at the 2011
Annual Meeting of Stockholders, our By-laws requhat the stockholder notify us in writing on ofdr@ March 21, 2011, but no earlier than
February 19, 2011, for the proposal to be includeaur proxy material relating to that meeting. osals received after March 21, 2011 will
not be voted on at the 2011 Annual Meeting. In @aidj such proposal must also include a brief dpon of the business to be brought
before the 2011 Annual Meeting, the stockholdealm@& and record address, the number of shares abounon stock that are owned
beneficially or of record by such stockholder, aa#ption of any arrangements or understandingsdsst the stockholder and any other
person in connection with such proposal and angrnatinterest of such stockholder in such propcsadl a representation that the
stockholder intends to appear in person or by paibxtie 2011 Annual Meeting. If the stockholderheis to nominate one or more persons
election as a director, such stockholder's notiastrmomply with additional provisions as set fartlour By-laws, including certain
information with respect to the persons nominatecefection as directors and any information ratato the stockholder that would be
required to be disclosed in a Proxy Statementfiliny such proposals should be directed to thee$any, Level 3 Communications, Inc.,
1025 Eldorado Boulevard, Broomfield, Colorado 80021
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Annex 1
AUDIT COMMITTEE REPORT
To the Board of Directors

The Audit Committee reviews Level 3 Comnuatiions, Inc.'s financial reporting process on Hedfahe Board of Directors.
Management has the primary responsibility for tharfcial statements and the reporting processcoh®any's registered public accounting
firm is responsible for expressing an opinion o ¢bnformity of our audited financial statementgémerally accepted accounting principles.
We have reviewed and discussed with managemewbthpany's audited financial statements as of anthéoyear ended December 31,
20009.

The Audit Committee has reviewed and disedshe consolidated financial statements with mameént and KPMG LLP, the compar
independent registered public accounting firm. Mgamaent is responsible for the preparation, preientand integrity of the company's
financial statements; accounting and financial répg principles; establishing and maintaining tbscre controls and procedures (as defined
in Securities Exchange Act Rule 13a-15(e)); essabiig and maintaining internal control over finahceporting (as defined in Securities
Exchange Act Rule 13a-15(f)); evaluating the effestess of disclosure controls and procedurespatialy the effectiveness of internal
control over financial reporting; and evaluatingg @hange in internal control over financial repagtihat has materially affected, or is
reasonably likely to materially affect, internahtml| over financial reporting. KPMG LLP is respdnle for performing an independent audit
of the consolidated financial statements and esfimgsan opinion on the conformity of those finahstatements with accounting principles
generally accepted in the United States of Ameadsayell as expressing an opinion on the effecéigsrof internal control over financial
reporting.

During the course of fiscal 2009, managentempleted the documentation, testing and evaloaif the company's system of internal
control over financial reporting in response to thguirements set forth in Section 404 of the SagbaOxley Act of 2002 and related
regulations. The Audit Committee was kept apprisetthe progress of the evaluation and provided sigbt and advice to management du
the process. In connection with this oversight,Alidit Committee received periodic updates provibdgananagement and KPMG LLP at
each regularly scheduled Audit Committee meetirigh& conclusion of the process, management prduite Audit Committee with and the
Audit Committee reviewed a report on the effecteenof the company's internal control over findmreporting. The Audit Committee also
reviewed the report of management contained ircemepany's Form 10-K for the fiscal year ended Ddwam31, 2009 filed with the
Securities and Exchange Commission, as well as KRM&s Report of Independent Registered Public Aoting Firm included in the
company's Form 10-K related to its audit of (i) tumsolidated financial statements and (ii) theaf¥eness of internal control over financial
reporting. The Audit Committee continues to overtdeecompany's efforts related to its internal oardver financial reporting and
management's preparations for the evaluation @affid010.

The Audit Committee has discussed with KPM@® the matters required to be discussed by Seeon Auditing Standards No. 61,
Communications With Audit Committees, by the AutiitiStandards Board of the American Institute oftifed Public Accountants. The
Audit Committee has received and reviewed the amittisclosures and the letter from KPMG LLP reqiitvg Rule 3526, Communications
with Audit Committees Concerning Independence HeyRrofessional Standards of the Public Companypéaing Oversight Board (United
States), and has discussed with the auditors ttiéoes! independence.

Based on the reviews and discussions exfdao above, the Audit Committee recommends tdBtherd of Directors that the financial
statements referred to above be included in thepaoyls annual report on Form 10-K for the year dridecember 31, 2009.
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The Audit Committee has also consideredthdrethe provision of services by KPMG LLP not tethto the audit of the financial
statements referred to above and to the reviewrseohterim financial statements included in thenpany's Forms 1@ for the quarters end
March 31, 2009, June 30, 2009 and September 3, i8Gfbmpatible with maintaining KPMG LLP's indepence.

The following table presents fees for pssfenal audit services rendered by KPMG LLP forahdit of the Level 3 annual financial
statements for the years ended December 31, 26862608 and fees billed for other services rendbyeldPMG LLP during those periods,
which have been approved by the Audit Committee.

2009 2008
Audit Fees(1, $ 2,876,000 $ 3,846,00
Audit-Related Fees(- 699,00( 286,00(
Tax Fees(3 25,00( 18,00(
All Other Fees 0 0
Total Fees $ 3,600,000 $ 4,150,001

(1) Audit fees consisted principally of fees for theldwf financial statements, including statutorylési of
foreign subsidiaries, audit of internal control ofieancial reporting and fees relating to comfetters
and registration statements.

(2)  Audit related fees consisted principally of feesdadits of employee benefit plans, agreed-upon
procedures reports, due diligence activities aheémaudits not required by statute or regulation.

(3) Tax fees consisted principally of fees for tax adtaion and tax compliance activities.

The Audit Committee:

John T. Reed, Chairman
R. Douglas Bradbury
Douglas C. Eby
Robert E. Julian
Rahul N. Merchant

For the year ended December 31, 2(
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Annex 2

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

ARTICLE IV of the Restated Certificate of Incorpticm of the Corporation, filed with the SecretafyState of the State of Delaware on
May 22, 2008, as amended on May 27, 2009, is heaetgnded in its entirety to read as follows(1):

"ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total number of shares of capital stwbich the Corporation shall have the authoritystue is 2,510,000,000(2) shares, consisting
of 2,500,000,000(2) shares of Common Stock, parevdlO1 per share (the "Common Stock") and 10,000sbares of Preferred Stock, par
value $.01 per share ("Preferred Stock")."

Q) NOTE : The foregoing will be modified to describe thinfy of a certificate of amendment to the restatedificate of incorporation
should our stockholders approve the proposal teease the number of authorized shares of commahk atdhe 2010 Annual Meetil
and the Board determines to implement the reveosk split after the effective date of that cectifie of amendment.

2 NOTE: The number of shares authorized will be proportielyaadjusted based on the reverse stock spla sztiected by the Board of
Directors when effecting the reverse stock splite Toregoing will be modified to describe the fjiof a certificate of amendment to
the restated certificate of incorporation should stockholders approve the proposal to increasadhngber of authorized shares of
common stock at the 2010 Annual Meeting and the®datermines to implement the reverse stock afir the effective date of th
certificate of amendment.

ARTICLE V of the Restated Certificate of Incorpaoat of the Corporation, filed with the SecretarySiate of the State of Delaware on
May 22, 2009 is hereby amended by adding a newd®ebtto read as follows:

"D. Upon this Certificate of Amendment ketRestated Certificate of Incorporation of thef@oation becoming effective pursuant to
General Corporation Law of the State of Delawane (Amendment Effective Time"), everydn (10), fifteen (15) twenty (20) or twenty five
(25) shareq of the Corporation's Common Stock (the "Old ComnStock™), issued and outstanding immediately podhe Amendment
Effective Time, will be automatically reclassifiad and converted into one share of common stockigbae $.01 per share, of the
Corporation (the "New Common Stock").

Notwithstanding the immediately precediagtence, no fractional shares of New Common Stbak be issued to the holders of record
of Old Common Stock in connection with the foregpieclassification of shares of Old Common StooHidu thereof, the aggregate of all
fractional shares otherwise issuable to the holderecord of Old Common Stock shall be issuedNAME OF THIRD PARTY, as agent,
for the accounts of all holders of record of Oldh@oon Stock otherwise entitled to have a fractioa ghare issued to them. The sale of all of
the fractional interests will be effected by thgeat as soon as practicable after the Amendmeattifé Time on the basis of prevailing
market prices of the New Common Stock on the NASD#tQck Market at the time of sale. After such sald upon the surrender of the
stockholders' stock certificates, the transfer agglh
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pay to such holders of record their pro rata sbéthe net proceeds derived from the sale of thetibnal interests.

Each stock certificate that, immediatelyppto the Amendment Effective Time, representearst of Old Common Stock shall, from :
after the Amendment Effective Time, automaticatyl avithout the necessity of presenting the samexohange, represent that number of
whole shares of New Common Stock into which theeshaf Old Common Stock represented by such aatdishall have been reclassified
(as well as the right to receive cash in lieu of fiactional shares of New Common Stock as sehfabove), provided, however, that each
holder of record of a certificate that represerdieares of Old Common Stock shall receive, uporesder of such certificate, a new certific
representing the number of whole shares of New Com&tock into which the shares of Old Common Stegkesented by such certificate
shall have been reclassified, as well as any cabléu of fractional shares of New Common Stockvtach such holder may be entitled
pursuant to the immediately preceding paragraph.”
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Annex 3

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

ARTICLE IV of the Restated Certificate oicbrporation of the Corporation, filed with the Bsary of State of the State of Delaware on
May 22, 2008, as amended on May 27, 2009, is heaetgnded in its entirety to read as follows(1):

(1) NOTE: The foregoing will be modified to describe therfgiof a certificate of amendment to the restatetifioate of incorporation
should our stockholders approve the proposal toatizie a reverse stock split at the 2010 Annualtivigeand the Board determines to
implement the reverse stock split prior to the @ffe date of this certificate of amendment.

"ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total number of shares of capital stobich the Corporation shall have the authorityssue is 2,910,000,000(2) shares, consisting
of 2,900,000,000(2) shares of Common Stock, parev&l01 per share (the "Common Stock") and 10,000sbares of Preferred Stock, par
value $.01 per share ("Preferred Stock")."

(2) NOTE: The number of shares authorized will be modifiedescribe the results of the filing of a certifieaf amendment to the
restated certificate of incorporation should owckholders approve the proposal to authorize arsev&tock split at the 2010 Annual
Meeting and the Board determines to implementélense stock split prior to the effective datehis tertificate of amendment. In
that case, the number of authorized shares willdmeeased proportionately by the ratio for the me¥stock split.
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Annex 4
LEVEL 3 COMMUNICATIONS, INC. STOCK PLAN

ARTICLE I.
NAME AND PURPOSE

1.1. Name. The name of the Plan is the "Level 3 Commuiocat Inc. Stock Plan.” This Plan is a continuat@mmendment and
restatement of the Level 3 Communications, Inc518fck Plan (Amended and Restated as of ApriB28}), which was last amended on
December 14, 2007.

1.2. Purpose. The purpose of the Plan is to assist the Compaattracting, retaining, motivating, and rewaglicertain key
employees, officers, directors, and consultanth®iCompany and its Affiliates, and promoting theation of long-term value for
stockholders of the Company by closely aligningittierests of these individuals with those of ttmrpany's stockholders. The Plan
authorizes the award of Stock-based incentivesnpl&yees who then become Participants to encowagfe persons to expend their
maximum efforts in the creation of stockholder alu

ARTICLE II.
DEFINITIONS

2.1. "Affiliate” means, with respect toyaentity, any other entity that, directly or inditly through one or more intermediaries, controls,
is controlled by, or is under common control wihgch entity.

2.2. "Agreement" means any written (inahgdelectronic) agreement, document or instrumieait ¢vidences a grant of an Award to a
Participant and the terms, conditions and provsiofy and restrictions upon, the Award.

2.3. "Award" means any grant pursuanh®Rlan of Incentive Stock Options, NonqualifiedctOptions, Restricted Shares, Restricted
Stock Units, bargain Shares, bonuses of Sharegrance Awards, performance shares, Outperforrok3Bptions, Stock Appreciation
Rights or other stock benefit or stock-based begedinted to a Participant under this Plan.

2.4. "Board" means the Board of Directafrthe Company.
2.5. "Certificate" means the certificafénmorporation of the Company, as amended frone timtime.
2.6. "Change in Control" means the ocaweecof any of the following events:

2.6.1 achange in ownership or contrdhefCompany effected through a transaction or sefieelated transactions (other than
an offering of Stock to the general public throwegfegistration statement filed with the Securiiad Exchange Commission) wher
any "person" (as defined in Section 3(a)(9) offlxehange Act) or any two or more persons deemée tne "person” (as used in
Sections 13(d)(3) and 14(d)(2) of the Exchange Aatt)er than the Company or any of its Affiliatesan employee benefit plan
maintained by the Company or any of its Affiliatdgectly or indirectly acquire "beneficial owneingh(within the meaning of
Rule 13d-3 under the Exchange Act) of securitiehefCompany possessing more than fifty percerto)atf the total combined
voting power of the Company's securities outstamdimmediately after such acquisition; or

2.6.2 the date upon which individuals wa® of the Effective Date, constitute the Boareé (fincumbent Board"), cease for any
reason to constitute at least a majority of therBparovided, however, that any individual becoming a director subse¢tethe
Effective Date whose election, or nomination faration by the Company's stockholders, was approyealvote of at least a majority
of the directors then constituting the Incumbenailoshall be considered as though such
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individual were a member of the Incumbent Boardeithe Effective Date, but excluding, for this pase, any such individual whose
initial assumption of office occurs as a resulanfactual or threatened election contest with iegpehe election or removal of
directors or other actual or threatened solicitatib proxies or consents by or on behalf of a peber than the Board; or

2.6.3 the sale or disposition, in one eeres of related transactions, of all or subslyall of the assets of the Company to i
"person” (as defined in Section 3(a)(9) of the Eraye Act) or to any two or more persons deemee tonle "person” (as used in
Sections 13(d)(3) and 14(d)(2) of the Exchange Attier than the Company's Affiliates.

The Committee may, by a written determination ptiothe consummation of an event or transactiotgrdene that such event or transaction
does not constitute a Change in Control, provithed the Committee reasonably concludes that sueht@r transaction (i) is not likely to
result in a significant change to the identitieshaf persons functioning as senior managemeneoCtmpany, either immediately in the
foreseeable future (it being understood that then@itee need not conclude that no changes in seraoagement are likely to occur), and
(i) is not likely to result in control of the Baé«or a significant portion of the Board's funcgpieing transferred to a single Person other
an Affiliate of the Company or any employee bengifin (or related trust) sponsored or maintainetheyCompany or an Affiliate of the
Company, either immediately or in the foreseeatieré.

2.10. "Code" means the Internal RevenudeCi 1986, as amended, and the regulations pratadginder the Code.

2.11. "Committee" means the Board or arnittee or committees of the Board appointed byBbard to administer this Plan.
2.12. "Company" means Level 3 Communicegjdnc., a Delaware corporation.

2.13. "Effective Date" means May ,Q01

2.14. "Employee" means (i) each employfgdé® Company or of any of its Affiliates, includjreach such person who may also be a
director of the Company and/or its Affiliates; @ach non-employee director of the Company antidkffiliates and who is designated as
eligible by the Committee; and (iii) each othergmer who provides substantial services to the Compad/or its Affiliates and who is
designated as eligible by the Committee. An empaye an approved leave of absence may be consider&dl in the employ of the
Company or its Affiliates for purposes of eligibylifor participation in the Plan.

2.15. "Exchange Act" means the Securkieshange Act of 1934, as amended from time to timayding rules thereunder and
successor provisions and rules thereto.

2.16. "Fair Market Value," means, as of date when the Stock is listed on one or moreonatisecurities exchanges, the closing price
reported on the principal national securities exgigaon which such Stock is listed and traded or#te of determination. If the Stock is not
listed on an exchange, or representative quotesaraetherwise available, the Fair Market Valuellsim@an the amount determined by the
Board in good faith, and in a manner consisterth 8iéction 409A of the Code, to be the fair markdti® per Share.

2.17. "Fiscal Year" means the taxable yédne Company for federal income tax purposeduiting the taxable year in which the Plan
is adopted.

2.18. "Incentive Stock Option" means amti@n that is intended, at the time it is grantedye an incentive stock option within the
meaning of Section 422 of the Code.

2.19. "Nonqualified Stock Option" meang &ption that is not an Incentive Stock Option.
2.20. "Option" means any option to pureh@kares that is granted pursuant to Section 6.1.
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2.21. "Outperform Stock Option" means ac&tbased Award, which requires that the Stock etigpm an index as determined by the
Committee, from time to time, and set forth in amZrform Stock Option Award Agreement entered bgbween the Company and a
Participant. Outperform Stock Option also includeg Stock-based Award that is referred to as an.OSO

2.22 "Outperform Stock Option Award Agreartieneans an Agreement between the Company andiaipant evidencing the terms
and conditions of an Outperform Stock Option grant.

2.23. "Participant” means any Employee vghgranted an Award pursuant to this Plan.

2.24 "Performance Award" means an Awardhig@ito a Participant under Article VIII hereof, it is subject to the achievement of
Performance Objectives during a Performance Pefideerformance Award shall be designated as a 6Raence Share" or a "Performance
Unit" at the time of grant.

2.25 "Performance Award Agreement” meanfgmeement between the Company and a Participati¢esing the terms and conditions
of a Performance Award grant.

2.26 "Performance Objectives" means théopmance objectives established pursuant to ttda Rir Participants who have received
Performance Awards.

2.27 "Performance Period" means the petégignated for the achievement of Performance @bgsc
2.28. "Plan" means the Level 3 Communicetj Inc. Stock Plan, as it may be amended frora tortime.

2.29. "Representative" means a membdreoCommittee acting on behalf of the CommitteegroEmployee appointed by the
Committee to exercise some or all of the authaitthe Committee.

2.30. "Restricted Shares" means any Shhatsre granted pursuant to Section 7.1 subjewsdtrictions on transfer, to forfeiture under
certain circumstances and to such other restrigtamthe Committee deems appropriate (includirtgetsns on the exercise of voting rights
or the right to receive dividends, or a requirenterreinvest dividends).

2.31. Restricted Stock Unit" means a n@lainit representing the right to receive one 8lfar the cash value of one Share, if so
determined by the Committee) on a specified setttérdate.

2.32. "Rule 16b-3" means Rule 16b-3 pragatdd under the Exchange Act, as it may be amefndedtime to time, or any successor
rule in effect from time to time.

2.33 "Section 409A" means Section 409Ahef Code.
2.34. "Share" means a share of Stock.
2.35. "Stock" means the common stock ef@ompany, par value $0.01 per share.

2.36. "Stock Appreciation Right" meansfamard pursuant to which a Participant shall be phé&lincrease in value of one or more
Shares from the date of grant of such Award uhéldate of exercise of such Award, in cash or Shared subject to such terms and
conditions as the Committee deems appropriate sty be reflected in an Agreement (including thmber of Shares subject to such Si
Appreciation Right, the date or dates on whichSteck Appreciation Right becomes exercisable orased, either wholly or in part, and the
expiration date of the Stock Appreciation Right).

2.37. "Term" means the term of this PEmset forth in Section 12.2.
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ARTICLE IlI.
ELIGIBILITY AND PARTICIPATION

3.1. Eligibility. Every Employee is eligible to become a Partinip A person who is not an Employee is not elgtblbecome a
Participant.

3.2. Participation. The Committee will select Employees to paratgin the Plan from time to time, in its sole diion. An
Employee cannot become a Participant unless susbmés selected by the Committee to participathénPlan. In selecting such persons to
participate in the Plan, the Committee may condidempast, present and expected future performainibe individual, the effort of the
individual, the length of service of the individutiie level of responsibility of the individual asdch other factors as the Committee deems
appropriate.

ARTICLE IV.
AWARDS

4.1. Types of Awards. The Committee will determine the Awards to banged to each Participant. The Committee may grant
Awards in any one or any combination of (a) Incentstock Options; (b) Nonqualified Stock Options; Restricted Shares or Restricted
Stock Units; (d) Outperform Stock Options; (e) kengpurchases of Shares; (f) bonuses of ShareBgdrmance Shares and Performance
Units or other grants of Shares based on perforemanthe satisfaction of other conditions; (h) tdppreciation Rights; or (i) any other
form of stock benefit or stock-related benefit.

4.2. Terms and Conditions of Awards.The Committee will determine all terms, coratis and provisions of, and restrictions upon,
any grant of Awards. Without limiting the Committeauthority, the Committee may: (a) make the goditwards conditional upon an
election by a Participant to defer payment of diporof his salary; (b) give a Participant a conaion of Awards or a choice between two
Awards; (c) grant Awards in the alternative so #heteptance of or exercise of one Award cancelsghé of a Participant to another;

(d) grant Awards subject to any condition that@wnmittee deems appropriate; (e) provide that grahAwards in Shares or Share
equivalents will include dividend or dividend eqal@nt payments or dividend credit rights; and (§vide any vesting schedule for Awards
the Committee deems appropriate. The Committeewadye any term, condition, provision or restrictiomits sole discretion.

4.3. Agreements. Each grant of an Award to a Participant willdsédenced by an Agreement executed (includinglégtnic
acknowledgement) by the Participant and a Reprateaton behalf of the Company and the Committ8ajpject to the terms and conditions
of this Plan, the Committee, in its sole and akteotliscretion, will determine the form and contehall Agreements. Agreements with resg
to a specific type of Award need not be identical.

4.4. Modification or Termination of Awards. The Committee, in its sole discretion, may nygdiancel or terminate any Award at
any time if a Participant is not in compliance wiitiis Plan, the related Agreement or any rules tabpy the Committee.

4.5. Optional Deferral. The Committee may defer the right to receive Award, or the proceeds of the exercise of any rwar
such period and upon such terms as the Committeendiees; provided, that any such deferral sulig&ection 409A shall comply with
Section 409A. Any such deferral may, at the disoneof the Committee, involve crediting of interest deferrals denominated in cash and
crediting of dividend equivalents on deferrals daimated in Shares.

4.6. Code Section 162(m). The Committee, in its sole discretion, may regjthat one or more Agreements provide that, éahent
that Section 162(m) of the Code or any similar iovm would operate to disallow a deduction by @mwmnpany for all or part of any Award, a
Participant's receipt of the portion of such Awtrdt would not be deductible by the Company wildeéerred until the next

A-4-4




Table of Contents

succeeding year or years in which such portion beagaid without causing the Participant's remuiardor such year to exceed the limit set
forth in Section 162(m) of the Code; provided, thay such deferral subject to Section 409A shatigy with Section 409A. Any such
deferred amounts denominated in cash shall havénggrcredited thereon at a market rate of inteessteasonably determined by the
Committee, and any such deferred amounts denondimatghares shall have dividend equivalents crdditereon, and earnings subsequently
credited on such dividend equivalents at a mardet of interest, as reasonably determined by threritiee.

4.7. Code Section 280G. The Committee, in its sole discretion, may (hegd not) provide in any Agreement for the paynoént
additional amounts in respect of the Award in otdemake a Participant whole for some or all oféheise taxes imposed on a Participant
pursuant to Section 4999 of the Code in the evrettthe grant, exercise, vesting or payment of $weard is deemed to be an "excess
parachute payment" for purposes of Section 280tBeoCode. The terms and conditions of such additipayments shall be as determine«
the Committee and reflected in the Agreement. Boetktent that any Agreement provides for a taxgrgspayment to pay for or reimburse
any Participant for any taxes owed by such Pa#ditipthe amount of such tax gross-up payment redtd be paid shall be paid by the
Company to such participant no later than the drideoParticipant's taxable year following the Rguant's taxable year in which such tax
owed by such Participant that is subject to thegtass-up payment is remitted to the applicablentaauthority.

4.8 Compliance with Code Section 409AAIll Awards are intended to be either exempirfrar compliant with Section 409A, and ¢
ambiguity with respect to whether any such Awarsdgexempt or compliant shall be construed in amaanonsistent with such exemption or
compliance.

ARTICLE V.
SHARES SUBJECT TO PLAN

5.1. Aggregate Limitation. The Committee may not grant Awards under thas Rvith respect to more than 250,000,000 Shares
during the Term.

5.2. Individual Limitations. The Committee may not grant Options or Stockrpiation Rights under this Plan to any Participan
during any calendar year with respect to more 8;800,000 Shares.

5.3. Unused Shares and Share Counting Ruleshe Committee may adopt reasonable countinggghares to ensure appropriate
counting, avoid double counting (as, for exampiehe case of tandem or substitute awards) and arjketments if the number of shares of
Stock actually delivered differs from the numbeStifares previously counted in connection with arafdvIf any Award expires or
terminates, or if any Award is surrendered, camteleforfeited without having been fully exercisélte Committee may again grant Awards
with respect to the unused Shares allocable texpeed, terminated, surrendered, canceled orifedéward. Shares withheld in paymeni
the exercise price or taxes relating to an Awadi strares equal to the number surrendered in payofii@nty exercise price or taxes relatin
an Award shall be deemed to constitute shareseiieded to the Participant and shall be deemextjton be available for Awards under the
Plan;provided, however, that such shares shall not become availablesfaraince hereunder if either (i) the applicableeshare withheld or
surrendered following the termination of the Plan(ii) at the time the applicable shares are véttitor surrendered, it would constitute a
material revision of the Plan subject to stockholjgproval under any then-applicable rules of thonal securities exchange on which the
Stock is listed.

A-4-5




Table of Contents

ARTICLE VI.
OPTIONS

6.1. Grant. The Committee may grant Options to any Employée Committee will determine the terms, condii@md provisions
of, and the restrictions on, any Options, includimg number of shares subject to such Optiongjdke or dates on which the Options become
exercisable, either wholly or in part, and the exjion date of the Optionprovided, howevethat no Option granted hereunder shall be
exercisable after the expiration of ten (10) ydem the date it was granted. A Participant to wheomOption is granted will not be deemed
the holder of any Shares subject to the Optiorl theiShares are fully paid, and issued and dedovéo him following exercise of the Option.

6.2. Incentive Stock Options. Incentive Stock Options must include such teamd conditions as determined by the Committeesto b
reasonably necessary to cause the Options to yaaliincentive stock options under Section 42hefGode.

6.3. Exchange. Subject to Section 12.3 below, the Committeg grant Options to a Participant holding unexewtisatstanding
Options, or unexercised outstanding Options graateter another stock plan of the Company, on tinglition that the Participant exchanges
and surrenders for cancellation some or all oféhasexercised outstanding Options.

6.4. Substitution. The Committee may grant Options from time toetiin substitution for similar rights held by emyses of other
entities who become Employees as a result of aen@rgconsolidation of the other entity with thenGmany or an Affiliate, the acquisition by
the Company or an Affiliate of the assets of tHeeokentity, or the acquisition by the Company oAdiliate of an equity interest in another
entity.

6.5. Exercise Price. The Committee may not grant Options pursuatiii®oPlan with a per-share exercise price thids than the
Fair Market Value of one Share, as of the dat&efgrant. In addition, with respect to each OutpenfStock Option, under no circumstances
will the Adjusted Price (as defined in the appliea®utperform Stock Option Award Agreement or samégreement) of such Outperform
Stock Option ever be less than the Initial Pricedefined in the applicable Outperform Stock Op#evard Agreement or similar agreemel
which can be no less than the Fair Market Valuena Share, as of the date of grant.

6.6. Vesting. Options granted pursuant to this Plan will \aasl become exercisable as determined by the Coeeniit its sole
discretion and as reflected in an Agreement.

ARTICLE VII.
RESTRICTED SHARES

7.1. Grant. The Committee may grant Restricted Sharesyd=amployee. The Committee may make grants of ResttiShares at
such cost, or at no cost, as determined by the Guemin its sole discretion.

7.2. Beneficial Ownership. Except as set forth in an Agreement relatinBéstricted Shares, each Participant who is awarded
Restricted Shares will have the entire beneficrhership of, and all rights and privileges of acktwlder with respect to, the Restricted
Shares awarded to him. Notwithstanding the aboesiriRted Shares may not be sold, transferredgpedr otherwise encumbered during
the restricted period set by the Committee.
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ARTICLE VIII.
PERFORMANCE AWARDS

8.1 General. The Committee may from time to time authorizangs of Performance Awards to any Employee upch serms and
conditions as the Committee may determine in a@we with provisions of this Section 8. The termd eonditions of each Performance
Award grant shall be evidenced by a Performancerdwagreement, which agreements need not be idéntica

8.2 Value of Performance Units and Performance 8tar Each Performance Unit shall have an initialieahat is established by t
Committee at the time of grant. Each Performanagéshall have an initial value equal to the Faarkét Value of the Stock on the date of
grant. In addition to any other non-performancenteincluded in the Performance Award AgreementQbmmittee shall set the applicable
Performance Objectives in its discretion which,efeing on the extent to which they are met, witedmine the value and/or number of
Performance Units or Performance Shares, as tigensayg be, that will be paid out to the Participant.

8.3 Earning of Performance Units and Performancar8h. Upon the expiration of the applicable PerforoeReriod, the holder of
Performance Units or Performance Shares, as tleencag be, shall be entitled to receive payout enviilue and number of the applicable
Performance Units or Performance Shares earneaeblydrticipant over the Performance Period, todberchined as a function of the extent
to which the corresponding Performance Objectivaaglbeen achieved and any other non-performanues taet.

8.4 Form and Timing of Payment of Performance Uaitd Performance Shares. Payment of earned Performance Units and
Performance Shares shall be as determined by thmnitee and as evidenced in the Performance Awgréément. Subject to the terms of
the Plan, the Committee, in its sole discretiony pay earned Performance Units and PerformanceeSkrathe form of cash, Stock, or other
Awards (or in a combination thereof) equal to th&ue of the earned Performance Units or Perform&heges, as the case may be, at the
close of the applicable Performance Period, ooas &s practicable after the end of the Perform®&ec®d. Any Stock may be granted
subject to any restrictions deemed appropriatdnbydommittee. The determination of the Committet wéspect to the form of payout of
such Awards shall be set forth in the Performana@il Agreement pertaining to the grant of the Rerémce Award.

8.5 Performance Objectives

8.5.1 Each Performance Award shall spabiéy/Performance Objectives that must be achieeéatd such Award shall become
vested and payable. The Committee also may spacifinimum acceptable level of achievement belowctvinio payment will be
made and may set forth a formula for determinirggatmount of any payment to be made if performasieg or above such minimum
acceptable level but falls short of the maximumiegdment of the specified Performance Objectives.

8.5.2 Performance Objectives may be desdrin terms of Company-wide objectives or objexgithat are related to the
performance of an individual Participant or theision, department, or function within the Compamyhe Affiliate of the Company.
Performance Objectives may be measured on an abswlvelative basis. Relative performance may basured by comparison to a
group of peer companies or to a financial markéein Performance Objectives shall be limited tccHjeal levels of or increases in
one or more of the following: return on equity;udéd earnings per share; net earnings; total eggnemrnings growth; return on
capital; working capital turnover; return on assetgnings before interest and taxes; earninggéditerest, taxes, depreciation, and
amortization; sales; sales growth; gross margioyneon investment; increase in the fair marketggler share; share price (including
but not limited to, growth measures and total shodtter return); operating profit; cash flow
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(including, but not limited to, operating cash flawnd free cash flow); cash flow return on investhfernich equals net cash flow
divided by total capital); inventory turns; finaatreturn ratios; total return to stockholders; ketishare; earnings measures/ratios;
economic value added; balance sheet measuremehidiimg (but not limited to receivable turnovendrnal rate of return; and
expense targets.

8.5.3 The Committee shall adjust PerforceaDbjectives and the related minimum acceptabkd & achievement if, in the sole
judgment of the Committee, events or transacti@weloccurred after the applicable date of grait Bérformance Award that are
unrelated to the performance of the Company arfesticipant and result in a distortion of the Perfance Objectives or the related
minimum acceptable level of achievement. Potett@aisactions or events giving rise to adjustmecitiche but are not limited to
(i) restructurings, discontinued operations, extlawary items or events, and other unusual or maoHring charges; (ii) an event eit
not directly related to the operations of the Conypar not within the reasonable control of the Camgs management; and (iii) a
change in tax law or accounting standards requiyegenerally accepted accounting principles.

ARTICLE IX
OTHER AWARDS

9.1. Grants. The Committee is authorized, subject to linmtas under applicable law, to grant to Employeehather Awards that
may be denominated or payable in, valued in whoie part by reference to, or otherwise based orelated to, Stock, as deemed by the
Committee to be consistent with the purposes ofthae, including, without limitation, RestrictedoSk Units and Stock Appreciation Rights.
The Committee may also grant Stock as a bonusagrgrant other awards in lieu of obligations of @@mpany or an Affiliate to pay cash or
deliver other property under this Plan or undeebpfilans or compensatory arrangements, subjecctoterms as shall be determined by the
Committee. The terms and conditions applicablautdhsAwards shall be determined by the Committeeearitienced by Award agreements,
which agreements need not be identipadivided, howevethat no Stock Appreciation Right granted hereurstiatl be exercisable after the
expiration of ten (10) years from the date it weanged. In the event that any Award granted pursigatinis Section 9.1 that is a "stock right"
within the meaning of Section 409A is assighedara@se price by the Committee, in no event maypireshare exercise price of such
Award be less than the Fair Market Value of oner&has of the date the Award is granted.

ARTICLE X
CHANGES IN CAPITAL STRUCTURE AND CHANGE IN CONTROL

10.1 Changes in Capital Structure. Awards granted under the Plan and any agreeneeidencing such Awards, the maximum
number of Shares subject to all Awards and the mawi number of shares with respect to which anypmmeon may be granted Options,
Outperform Stock Options or Stock Appreciation Régbr other stock or stock related awards durirgTterm shall be adjusted or substitu
as determined by the Committee in its sole dismnetas to the number, price or kind of a Sharetleeroconsideration subject to such Awards
or as otherwise determined by the Committee togoétable:

() in the event of changes in the outstanding Sharastbe capital structure of the Company by reasiostock dividends, stock
splits, reverse stock splits, recapitalizationsyganizations, mergers, consolidations, combinatiemchanges, or other relev
changes in capitalization occurring after the dditgrant of any such Award, or

(i) in the event of any change in applicable laws grarange in circumstances which results in or woesiilt in any substantial
dilution or enlargement of the rights granted toaeailable
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for, Participants in the Plan, or which otherwisgrrants equitable adjustment because it interfgisthe intended operation
of the Plan.

In addition, in the event of any such adjustmentsubstitution, the aggregate number of Sharedablaiunder the Plan shall be appropria
adjusted by the Committee, whose determinatiorl leatonclusive.

10.1.1 Adjustments—Code Related IltemdJnless otherwise determined by the Committeg aaljustment in Incentive Stock
Options under this Section 10.1 shall be made tntie extent not constituting a "modification” kit the meaning of Section 424(h)
(3) of the Code, and any adjustments under thi@et0.1 shall be made in a manner which doesadw¢rsely affect the exemption
provided pursuant to Rule 16b-3 under the Excha@&wjeUnless otherwise determined by the Commitb@eadjustment or
modification under this Section 10.1 may be madewitvould subject any Award recipient to the taguieed to be imposed pursuant
to Section 409A(a)(1)(B) of the Code. Further, witbpect to Awards intended to qualify as "perfarogabased compensation" under
Section 162(m) of the Code, such adjustments astiutions shall be made only to the extent that@ommittee determines that such
adjustments or substitutions may be made withdossiof deductibility for Awards under Section 182 (of the Code, unless the
Committee specifically determines otherwise.

The Company shall give each Participant noticenad@djustment hereunder and, upon notice, suchtatgus shall be conclusive and
binding for all purposes.

10.1.2 Notwithstanding the above, in thierg of any of the following that does not condéta Change in Control:

A. The Company is merged or consolidatét another corporation or entity and, in coni@ttherewith, consideratic
is received by stockholders of the Company in enfother than stock or other equity interests ofsineiving entity;

B. All or substantially all of the asseff the Company are acquired by another Person;
C. The reorganization or liquidationtké Company; or
D. The Company shall enter into a wnitbgreement to undergo an event described in daAisB or C above,

then the Committee may, in its discretion and ugbleast 10 days advance notice to the affectezbper cancel any outstanding
Awards and pay to the holders thereof, in cashamks or any combination thereof, the value of sAerards based upon the price per
Share received or to be received by other stocldnsldf the Company in the event; provided, howebat, unless otherwise
determined by the Committee, no such action toe&asmd pay out any outstanding Award may be made award subject to
Section 409A that is in violation of Treasury Reggidn Section 1.409A-3()).

10.1.3 Variations. The terms of this Section 10.1, other thanpttedibitions relating to Section 409A, may be vdiy the
Committee in any particular Agreement.

10.2 Effect of Change in Control. Except to the extent reflected in a particédlgreement:

10.2.1 The Committee, in its sole disomretimay (but need not) provide in any Agreemertt thahe event of a Change in
Control, notwithstanding any vesting schedule atlise effective with respect to the Award, (i) iretbase of Options or Stock
Appreciation Rights, the Award shall become immtalyaexercisable with respect to 100 percent ofS8hares subject thereto, (ii) in
the case of Restricted Shares, any restrictionseskgire immediately with respect to 100 perceisuch Restricted Shares and (jii) in
the case of any other Award, any other vestingsiricted period to which such Award is subjectlghgire as to 100 percent of su
Award.
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10.2.2 In addition, in the event of a Gj@am Control, the Committee may in its discretzom upon at least 10 days' advance
notice to the affected persons, cancel any outstgrlvards and pay to the holders thereof, in aasttock, or any combination
thereof, the value of such Awards based upon tive per share received or to be received by otemretiolders of the Company in
event; provided, however, that unless otherwiserdghed by the Committee, no such action to caaedlpay out any outstanding
Award may be made to an award subject to Secti@A4Bat is in violation of Treasury Regulation Sent1.409A-3(j).

10.3 Binding Upon Successors. The obligations of the Company under this Rlaall be binding upon any successor corporation or
organization resulting from the merger, consolmair other reorganization of the Company, or ugay successor corporation or
organization succeeding to substantially all ofaheets and business of the Company. Subject txtioms which the Committee may take
with respect to Awards in accordance with Sectithd and 10.2, the Company agrees that it will negk@ropriate provisions for the
preservation of Participants' rights under the Fteany agreement or plan which it may enter intadopt to effect any such merger,
consolidation, reorganization or transfer of assets

ARTICLE XI.
ADMINISTRATION

11.1. Administration. The Committee will administer this Plan. TheaBbmay appoint a separate committee or committees
administer portions of the Plan applicable to pesssubject to Rule 16b-3, Section 162(m) of theeCadother similar provisions of law. The
Committee may act either through majority votehef Committee at a meeting for which a quorum isgmé or through the written consen
a majority of the members of the Committee in id@ meeting. The Committee will maintain such b®accounts and records relating tc
Plan and to Committee proceedings as it consiggogriate. The Committee may designate Employeasgist the Committee in the
administration of the Plan and to act as Repreteasaof the Committee, and in that capacity toreise any or all of the authority of the
Committee under this Plan, and may grant authtwoithose Employees to execute any and all agresngentemplated by this Plan and any
other documents reasonably required to impleméstttan. The Committee may employ agents, attorregyeuntants or other third parties
for such purposes as the Committee considers apatep

11.2. Discretion and Authority. Subject to the express limitations set fortthis Plan, the Committee, in its sole and absolute
discretion, may take any and all actions necessalyisable or appropriate to implement the Planraag make any and all determinations
deemed appropriate for the administration of ttPihcluding actions and determinations with respe (a) the Participants in the Plan,
(b) adequacy of consideration received by the Campaexchange for Awards granted under the Pigrthe types and amounts of Awards
to be granted to Participants or to any particBanticipant, (d) the terms, conditions and provisiof, and restrictions on, all Awards,

(e) amounts payable, if any, by a Participant inngztion with the grant, award or receipt of anyata (f) restrictions on transfer of any
Award by a Participant, and (g) the circumstanaefeu which any Award may expire, terminate or bheeswdered, canceled or forfeited.

11.3. Payment. Upon the exercise of an Option or in the cdseny other Award that requires a payment by ai¢tpant to the
Company, the amount due the Company may be paid ¢@sh; (b) by the surrender of all or part offavard (including the Award being
exercised); (c) by the tender to the Company of&hacquired by the Participant on the open mankewned by the Participant for at least
six months and registered in his or her name haaiRgir Market Value equal to the amount due toaGbmpany; (d) by delivering to the
Committee a copy of irrevocable instructions taceksbroker to deliver promptly to the Company aroant of sale or loan proceeds
sufficient to pay the exercise price, in the casanoOption; (e) in other property, rights and d®deemed acceptable by the Committee,
including the Participant's promissory note; orbf)any
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combination of the payment methods specified irtl{gdugh (e). Notwithstanding the foregoing, anytimd of payment other than in cash
may be used only with the consent of the Committeiéand to the extent so provided in the reladgdeement. The proceeds of the sales of
Shares purchased pursuant to an Option and anygraymthe Company for other Awards will be addethe general funds of the Company
or to the reacquired Shares held by the Comparijieasase may be, and used for the corporate pesmighe Company as the Board
determines.

11.4. Rules. The Committee may make, amend and rescind rsies and regulations and establish, modify oraépech
procedures as it deems appropriate for the admatist of the Plan. The Committee may make spealab or regulations that apply only to
persons covered by Rule 16b-3, Section 162(m)efhde or other provisions of law.

11.5. Interpretation. Inthe event of a disagreement as to the indémpon of the Plan, any rule, regulation or pchae under the
Plan, or as to any right or obligation arising fronrelated to the Plan (including but not limitedunder an Agreement), the interpretation of
the Committee will be final and binding.

11.6. Legal Requirements. The Committee will cause the Plan, and anytgranawards of Awards, to comply with all applitab
laws.

ARTICLE XII.
AMENDMENT AND TERMINATION

12.1. Amendment. The Committee may amend the Plan from timéte &s it deems appropriate, subject to any aggédaw or
rule(s) promulgated by the principal national séms exchange on which the Stock is listed andedsat the time of such amendment. The
Committee, however, may not amend any provisioArtitle V, Section 6.2 or this Article XII withouthe approval of the Board. Unless
otherwise determined by the Committee, no amendioethis Plan may deprive a Participant of any Advarr rights with respect to an Awa
or cause the imposition of a tax on such Partigipansuant to Section 409A(a)(1)(B) of the Codéhwiit the Participant's consent.

12.2. Term. The Plan will terminate on the tenth anniveys#rthe Effective Date (May , 2020herBoard, however, may
terminate the Plan at any time. Neither amendmentermination of the Plan will deprive Participsuaif their rights with respect to
outstanding Awards. This Plan was originally effeetas of September 25, 1995, and has been amandemstated by the Board effective as
of October 22, 1997, further amended and restdfedtive as of November 10, 1997, further amendwdirastated effective as of April 1,
1998, and further amended on July 24, 2002, May@84, May 15, 2006 and December 14, 2007.

12.3. No Repricing of Awards without Stockholder Agyad.  Notwithstanding any provision of the Plan, iejmg of Awards shall
not be permitted without stockholder approval. #is purpose, a "repricing" means any of the foitay(or any other action that has the s
effect as any of the following): (i) changing tleerhs of an Award to lower its exercise price (offfian on account of capital adjustments
resulting from share splits, etc., as describefirtitle X and other than on account of adjustmestsociated with the initial exercise price of
an Award of Outperform Stock Options); (ii) any etlaction that is treated as "repricing” under galhyeaccepted accounting principles; and
(iiif) repurchasing for cash or canceling an Awarékchange for another Award at a time when itsase price is greater than the Fair
Market Value of the underlying Stock, unless thecedlation and exchange occurs in connection witkevgent set forth in Article X.

A-4-11




Table of Contents

ARTICLE XIII.
MISCELLANEOUS

13.1. Continuation of Employment. Neither this Plan nor any Award granted unties Plan confers upon any Employee any right to
continue in the service of the Company or any #&ftéd or limits the right of the Company to termmanh Employee's service at will at any
time.

13.2. Discretionary Acceleration of Vesting. The Committee may accelerate the vesting, esdasiity or payment of any Award at
any time and for any reason as it determines isals discretion (including but not limited to rethent of a Participantprovided, that
unless otherwise determined by the Committee, ob aaceleration of the payment of any Award suli@&ection 409A shall be made in
violation of Treasury Regulation 1.409A-3(j).

13.3. Unfunded Plan. This Plan is intended to constitute an "unfudidgan for incentive and deferred compensationthwéspect t:
any payments or deliveries of Shares not yet mad@eRarticipant by the Company, nothing contaimetthis Plan will give any Participant
rights that are greater than those of a generditoreof the Company. The Committee may authorimedreation of trusts or other
arrangements to meet the obligations to deliveré&har payments under the Plan.

13.4. Designation of Beneficiary. A Participant may file with the Committee a ten designation of a beneficiary or beneficiaries
(subject to such limitations as to the classesramdbers of beneficiaries and contingent benefiesasis the Committee may from time to time
prescribe) to exercise, in the event of the dehtheoParticipant, an Option, Outperform Stock Optor Stock Appreciation Right, Restricted
Shares, Restricted Stock Units, Performance Awards receive, in such event, any Awards. The Camemireserves the right to review and
approve beneficiary designations. A Participant rfinragn time to time revoke or change any such degign of beneficiary and any
designation of beneficiary under the Plan will lbatcolling over any other disposition, testimonyotinerwise; provided, however, that if the
Committee will be in doubt as to the right of amgls beneficiary to exercise any Option, Outperf@tmck Option or Stock Appreciation
Right, Restricted Shares, Restricted Stock UnisfdPmance Awards, or to receive any Award, the @ittee may determine to recognize
only the legal representative of the recipient.

13.5. Nontransferability. Unless otherwise determined by the Committegpecified in an Agreement, (a) no Award grantedienn
this Plan may be transferred or assigned by théciant to whom it is granted other than by betiafy designation, will, or pursuant to the
laws of descent and distribution, and (b) an Awgnahted under this Plan may be exercised, duriedPtrticipant’s lifetime, only by the
Participant or by the Participant's guardian oalegpresentative.

13.6. Rule 16b-3. With respect to Participants subject to Sectiérof the Exchange Act, transactions under thas Bre intended to
comply with all applicable provisions of Rule 18or its successors under the Exchange Act, andrthésions of the Plan shall be constr
accordingly.

13.7. No Effect on Other Awards. The receipt of Awards under the Plan shall hawveffect on any benefits to which a Participant
may be entitled from his or her employer, undertlagoplan or otherwise, or preclude a Participamifreceiving any such benefits.

13.8. Withholding. If the Company is required to withhold any texe connection with an Award, and a ParticipartiBgated to
pay to the Company any or all of the amount reguicebe withheld, the Committee may permit the iBiant to satisfy the withholding
obligation, in whole or in part, either (a) by hagithe Company withhold from any Shares to be symn the receipt of an Award with a
Fair Market Value sufficient to satisfy the withdaig amount due, or (b) by delivering to the Compsuifficient Shares to satisfy the
withholding amount due. In the absence of such Citteenpermission, the withholding obligation shzél satisfied by the payment of cash or
its equivalent by the Participant to the Comparhye Tompany shall have no obligation to deliver to a
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Participant Shares or other consideration in raspieen Award until arrangements satisfactory ® @ommittee have been made to satisfy
any required withholding obligation of the Company.

13.9. Liability. No member of the Committee shall be persorihte by reason of any contract or other instrunexecuted by
such member or on his behalf in his capacity agmber of the Committee or for any mistake of judghmeade in good faith or upon the
advice of counsel, and the Company shall inderaniiy hold harmless each member of the Committeeadil other employee, officer, or
director of the Company to whom any duty or povegating to the administration or interpretatiortiod Plan may be allocated or delegated,
against all costs and expenses (including couess) fand liabilities (including sums paid in setint of a claim) arising out of any act or
omission to act in connection with the Plan unkessing out of such person's own fraud or willfusoonductjprovided, howeverthat
approval of the Board shall be required for thempat of any amount in settlement of a claim againstsuch person. The foregoing right of
indemnification shall not be exclusive of any othghts of indemnification to which such personsyrba entitled under the Company's
certificate or articles of incorporation or by-lgvesach as may be amended from time to time, asttemnad law, or otherwise, or any power
that the Company may have to indemnify them or liodan harmless.

13.11. Governing Law. The law of the state of Delaware will goversuies related to the validity and issuance of Shadesther
terms, conditions and provisions of, and restrictiapon, this Plan, and Awards granted hereundihevconstrued and administered in
accordance with the law of the state in which tleen@any's principal executive offices are located.

13.12. Conflict. Unless specifically stated otherwise in an &gnent, if a term, condition or provision of, ortre&gion upon, the
Plan conflicts with the term, condition or provisiof, or restriction upon, any Agreement, the tefrthe Plan will control.

13.13 Reliance on Reports. Each member of the Committee and each memhkbeddoard shall be fully justified in relying, aa or
failing to act, and shall not be liable for havegrelied, acted, or failed to act in good faithpn any report made by the independent public
accountant of the Company and its Affiliates andrupny other information furnished in connectioivthe Plan by any person or persons
other than such member.

May 2010
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Level(3)

COMMUNICATIONS
LEVEL 3 COMMUNICATIONS, INC.
ANNUAL MEETING OF STOCKHOLDERS

Thursday, May 20, 2010
9:00 a.m.

Headquarters of Level 3 Communications, Inc.
1025 Eldorado Blvd.
Broomfield, Colorado 80021

Level 3 Communications, Inc.

LEVEI 63}'. 1025 Eldorado Boulevard

COMMUNICATIONS © Broomfield, CO 80021 proxy

This proxy is solicited by the Board of Directors 6r use at the Annual Meeting on May 20, 2010.
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 proxieesd appoint Thomas C. Stortz and Neil J. Ecksteid,each of them, with full power of
substitution, to vote your shares on the mattessvahon the reverse side and any other matters whashcome before the Annual Meeting
and all adjournments or postponements as desdritike Notice of Annual Meeting and Proxy Statenaated April 2, 2010, receipt of
which is hereby acknowledged.

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

The undersigned, as a participant in the Level Bi@anications, Inc. 401(k) Plan ("the Plan"), herebycts Wells Fargo Bank, N.A. as
Trustee for the Plan, to vote all shares of comstonk of Level 3 Communications, Inc. allocatednp account in the Plan as of March 31,
2010. I understand that | am to mail this proxyddar Wells Fargo Shareowner Services, acting agdtibn agent, or vote by phone or by
using the Internet as described on the reverseo$ittés card, and that my instructions must beresd by Wells Fargo Shareowner Services
no later than midnight on May 18, 2010. If my instions are not received by that date, or if thééngpinstructions are invalid because this
form is not properly signed and dated, the shar@syi account in the Level 3 Communications, IncdL(&p Plan will be voted in accordance
with the terms of the Plan document and any othares will not be voted.

Vote by Internet, Telephone or Mail
24 Hours a Day, 7 Days a Week

Your phone or Internet vote authorizes the namedies to vote your shares
in the same manner as if you marked, signed andned your proxy card.

[ICON] [ICON] [ICON]
INTERNET PHONE MAIL
www.eproxy.com/Ivit 1-800-560-1965
Use the Internet to vote your proxy Use a touch-tone telephone to Mark, sign and date your proxy
until 12:00 p.m. (CT) on vote your proxy until 12:00 p.m. card and return it in the
May 19, 2010 (CT) on May 19, 201C postag-paid envelope provide:

If you vote your proxy by Internet or by Telephone,you do NOT need to mail back your Proxy Card.

L I E 311' Shareowner Serviced!
eve ) P.O. Box 64945

COMMUNICATIONS St. Paul, MN 551€-0945

Address Change? Mark box, sign, and indicate clahgw: O



COMPANY #

TO VOTE BY INTERNET OR
TELEPHONE, SEE REVERSE SIDE OF
THIS PROXY CARD.

The Board of Directors Recommends a Vote FOR Items, 2, 3, 4 and 5.

1. Election of 01 Walter Scott, Jr. 06 Richard R. Jaros 11 Arun Netravali O Vote FOR O Vote
directors: 02 James Q. Crowe 07 Robert E. Julian 12 John T. Reed all nominees WITHHELD
03 R. Douglas 08 Michael J. 13 Michael B. (except as from all
Bradbury Mahoney Yanney marked) nominees
04 Douglas C. Eby 09 Rahul N. Merchai 14 Dr. Albert C.
Yates

05 James O. Ellis, Jr. 10 Charles C.avijll
1l

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

2. To approve the granting to the Level 3 Board ofebiors
of discretionary authority to amend our Restatedifizte
of Incorporation to effect a reverse stock spliba¢ of four
ratios. O For O Against O Abstain

3.  To approve an amendment to our Restated Certififate
Incorporation increasing the number of authoriZeares of
our common stock, par value $.01 per share, byrdildbn
from 2.5 billion to 2.9 billion O For O Against O Abstain

4.  To approve the amendment and restatement of thel Bev
Communications, Inc. 1995 Stock Plan (Amended and
Restated as of April 1, 1998) to, among other thjrextend
the term of the plan to May 20, 2020 and increhse t
number of shares of our common stock, par valug e
share, that are reserved for issuance under tinebpla
50 million. O For O Against O Abstain

5.  To authorize the transaction of such other businesnay
properly come before the Annual Meeting or any
adjournments or postponements ther 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.

Date

Signature(s) in Bo:

Please sign exactly as your name(s) appearsaxy Af held in joint tenancy, all
persons should sign. Trustees, administrators, ®tould include title and authority.
Corporations should provide full name of corporatémd title of authorized officer
signing the Proxy







