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Omaha, NE 68131
June 17, 1998
Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders of Level 3 Communications, Ifit.evel 3") to be held at 9:30 a.m. on
July 14, 1998, at The Joslyn Art Museum, 2200 Da8geet, Omaha, Nebraska.

At the Annual Meeting you will be asked to considad act upon the following matters: (a) the re@edo the Board of Directors of Level 3
of three Class | Directors for a three-year ternil time 2001 Annual Meeting of Stockholders; (b& doption of a program relating to the
issuance of Outperform Stock Options pursuanted_thvel 3 1995 Stock Plan, amended and restatefi/garil 1, 1998; and (c) the
transaction of such other business as may properhe before the Annual Meeting.

The Level 3 Board of Directors recommends thastit€kholders reelect three Class | directors fibra@e-year term until the 2001 Annual
Meeting of Stockholders and approve the proposepédiorm Stock Option program pursuant to the L&/&D95 Stock Plan. See
"REELECTION OF CLASS | DIRECTORS PROPOSAL" and "ABDION OF OUTPERFORM STOCK OPTION PROGRAM
PROPOSAL," respectively.

Information concerning the matters to be considarativoted upon at the Annual Meeting is set forithe attached Notice of Annual
Meeting and Proxy Statement. It is important thairyshares be represented at the Annual Meetiggrdaiess of the number you hold.
Therefore, whether or not you plan to attend thaush Meeting, as soon as possible please eithiedglour proxy by telephone, as
described in the enclosed telephone voting instrast or sign, date and return your proxy carchiménvelope that has been provided. This
will not prevent you from voting your shares in g if you subsequently choose to attend the Ankiegting.

Sincerely,

/sl Walter Scott, Jr.
Wal ter Scott, Jr.
Chai rman of the Board

LEVEL 3 COMMUNICATIONS, INC.
3555 Farnam Street
Omaha, NE 68131

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held July 14, 1998

To the Stockholders of Level 3 Communications, Inc.

The Annual Meeting of Stockholders of Level 3 Conmications, Inc., a Delaware corporation ("Level, 3i)ll be held at The Joslyn Art
Museum, 2200 Dodge Street, Omaha, Nebraska aen30on July 14, 1998 for the following purposes:

1. To reelect the three class | Directors to tharB®f Directors of Level 3 for a three-year terntilthe 2001 Annual Meeting of
Stockholders;

2. To adopt a program to relating to the issuaric@utperform Stock Options pursuant to the Lev&b95 Stock Plan, amended and restated
as of April 1, 1998; and

3. To transact such other business as may propente before the meeting or any adjournments oppasiments thereof.

The Board of Directors has fixed the close of besson June 10, 1998 as the record date for teengiefaition of the holders of the common
stock, par value $.01 per share of Level 3 (thesel@ Common Stock") entitled to notice of, anditde at, the meeting. Accordingly, only
holders of record of Level 3 Common Stock at tleeselof business on such date will be entitled taoe®f and to vote at the Annual Meeti
and any adjournment or postponement thereof.

The three Class | Directors will be elected bywaality of the votes cast by holders of Level 3 @oom Stock present in person or by proxy
and entitled to vote at the Annual Meeting. Theppsal to adopt a program to relating to the isseafi®©utperform Stock Options pursuant
to the Level 3 1995 Stock Plan requires the afftrmeavote of the holders of a majority of the vogsitled to be cast in respect of all
outstanding shares of Level 3 Common Stock preéaguerson or by proxy at the Annual Meeting andtkt to vote thereon.

The matters to be considered at the Annual Meetirgnore fully described in the accompanying Pr8tatement, and the annexes thereto,
which form a part of this Notict



ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE ANNUAL MEETING. TO ENSURE YOUR
REPRESENTATION AT THE ANNUAL MEETING, HOWEVER, YOWURE URGED TO COMPLETE, DATE, SIGN AND RETURN
THE ENCLOSED PROXY AS PROMPTLY AS POSSIBLE. A POSFE-PREPAID ENVELOPE IS ENCLOSED FOR THAT PURPOSE.
ANY STOCKHOLDER ATTENDING THE ANNUAL MEETING MAY VOTE IN PERSON EVEN IF THAT STOCKHOLDER HAS
RETURNED A PROXY.

By Order of the Board of Directors

/sl Walter Scott, Jr.
Wal ter Scott, Jr.
Chai rman of the Board

Dated: June 17, 1998

LEVEL 3 COMMUNICATIONS, INC.
3555 Farnam Street
Omaha, NE 68131

Proxy Statement
June 17, 1998

ANNUAL MEETING OF STOCKHOLDERS
July 14, 1998

SOLICITATION AND VOTING

This Proxy Statement ("Statement") is furnisheddnnection with the solicitation of proxies on bkéladi the Board of Directors (the "Boarc
of Level 3 Communications, Inc. ("Level 3" or thedmpany") to be voted at the Annual Meeting of 8tmdders to be held on July 14, 1998,
or any adjournment thereof (the "Annual Meeting'his Proxy Statement, the Notice of Annual Meetamgl the accompanying Proxy are
being mailed to Stockholders on or about June 2281

As of June 10, 1998, the record date for the detertion of persons entitled to vote at the Annuating, there were 152,608,312 shares of
the Company's Common Stock, par value $.01 peedftze "Common Stock"), outstanding. Each sha@ashmon Stock is entitled to one
vote on each matter to be voted upon by the Stddkh®at the Annual Meeting.

The three Class | Directors will be elected by warality of the votes cast by holders of Level 3 @oom Stock present in person or by proxy
and entitled to vote at the Annual Meeting. Theppsal to adopt the Outperform Stock Option progpamsuant to the Level 3 1993 Stock
Plan requires the affirmative vote of the holddra majority of the votes entitled to be cast ispect of all outstanding shares of Level 3
Common Stock present in person or by proxy at theual Meeting and entitled to vote thereon.

The presence, in person or by proxy, of the holdéessmajority of the issued and outstanding shafé&ommon Stock entitled to vote as of
the Record Date is required to constitute a quaatithe Annual Meeting. Under applicable Delaware, labstentions and "broker non-
votes" (that is, proxies from brokers or nomineelidating that such persons have not receiveductsbns from the beneficial owner or other
persons entitled to vote shares as to a matterreshect to which the brokers or nominees do net kiiscretionary power to vote) will be
treated as present for purposes of determiningithgence of a quorum at the Annual Meeting. If sugliorum should not be present, the
Annual Meeting may be adjourned from time to tinmilithe necessary quorum is obtained.

All shares of Common Stock represented by propetcuted proxies which are returned and not revekidhe voted in accordance with t
instructions, if any, given therein. If no instriact are provided in a proxy, it will be voted FOfRtBoard's nominees for Director, FOR
adoption of Outperform Stock Option program, anddnordance with the proxy-holders' best judgmsribany other business raised at the
Annual Meeting. If you elect to delivery your proRy telephone as described in the enclosed teleptating instructions, your shares will
voted as you direct. Your telephone delivery alttes the named proxies to vote your shares inghesnanner as if you marked, signed
returned your proxy card.

Any Stockholder who delivers, whether by telephonéhrough the mail, a proxy may revoke it at ametbefore it is voted by delivering to
the Secretary of the Company a written statemesatking the proxy, by executing and delivering &fatated proxy, by using the telephone
voting procedures, or by voting in person at thedal Meeting.

Level 3 will bear its own cost of solicitation ofgxies. In addition to the use of the mails, prexieay be solicited by the directors and offit
of Level 3 by personal interview, telephone, tedegror e-mail. Such directors and officers will neteive additional compensation for such
solicitation but may be reimbursed for out-of-pdokepenses incurred in connection therewith. Areangnts may also be made with
brokerage firms and other custodians, nomineedidudiaries to forward solicitation materials taetheneficial owners of shares of Level 3
Common Stock held of record by such persons, irtlvbase Level 3 will reimburse such brokerage fircostodians, nominees and
fiduciaries for reasonable -of-pocket expenses incurred by them in connectiorettiéh.



REELECTION OF CLASS | DIRECTORS PROPOSAL

The Level 3 Board of Directors currently consistd b directors, divided into three classes, desgph&lass |, Class Il and Class Ill. Each of
Class | and Class Il currently consists of fouediors and Class Ill consists of three directohse& of the current four Class | directors are
standing for reelection. At the Annual Meeting,g@&lass | Directors will be reelected to holdadffor a three-year term until the 2001
annual meeting, or until their successors have bemated and qualified. If any nominee shall, ptiothe Annual Meeting, become
unavailable for election as a Director, the persmarsed in the accompanying form of proxy will véte that nominee, if any, in their
discretion as may be recommended by the Level 3dBafaDirectors, or the Level 3 Board of Directongy reduce the number of Directors
eliminate the vacancy.

Mr. Robert B. Daugherty, 76, who has been a Directdhe Company since January 1986, has deternmoetb seek reelection to the Board
of Directors. Mr. Daugherty has tendered his resigm from the Board of Directors, which resignatie to be effective on July 14, 1998. *
remaining members of the Board of Directors, avided in the Level 3 By-laws, will appoint a sucsassto Mr. Daugherty, who will serve
until the 2001 Annual Meeting with the other Clagirectors.

Information as to Nominees for Election as ClassDirectors

The respective ages, positions with Level 3, bissirexperience, directorships in other companied.amdl 3 Board of Directors committee
memberships, of the nominees for election arecsét below.

Walter Scott, Jr., 67, has been the Chairman oBtied of the Company since September 1979, ancketar of the Company since April
1964. Mr. Scott has been Chairman Emeritus of RGewit Sons', Inc. since March 31, 1998. PrioMarch 31, 1998, Mr. Scott was the
Chief Executive Officer of the Company for morentihe past five years. Mr. Scott is also a direofdBerkshire Hathaway Inc., Burlington
Resources Inc., CalEnergy Company, Inc., ConAgma, Commonwealth Telephone Enterprises, Inc. ("@omwvealth Telephone"), RCN
Corporation ("RCN"), U.S. Bancorp and Valmont Inglies, Inc. Mr. Scott is a member of the ExecutB@mmittee of the Level 3 Board of
Directors.

James Q. Crowe, 48, has been the President antiEXaieutive Officer of the Company since August 1@9d a director of the Company
since June 1993. Mr. Crowe was an executive ofi€&lFS Communications Company, Inc. ("MFS") fraim inception to its sale to
WorldCom, Inc. ("WorldCom") on December 31, 199%. l@rowe served as Chairman of the Board of MF&fil®88 until December 1997,
Chief Executive Officer from November 1991 untild@enber 1997 and was President from January 1988t 1989 and April 1990 until
January 1992. Mr. Crowe was also Chairman of ther@of WorldCom from January 1997 until July 1981. Crowe is currently a director
of Commonwealth Telephone, RCN and InaCom Commtioits, Inc. Mr. Crowe is a member of the ExecuBammittee of the Level 3
Board of Directors.

Charles M. Harper, 70, has been a Director of the@any since January 1986. Mr. Harper was Chaimhéime Board of RJR Nabisco
Holdings Corp. ("RJR Nabisco") from May 1993 to ME§96 and Chief Executive Officer of RJR NabisamirMay 1993 until December
1995. Prior to that, Mr. Harper was Chairman ofBoard and Chief Executive Officer of ConAgra, IMr. Harper is currently a Director of
ConAgra, Inc., E.l. DuPont de Nemours and CompBaloywest Corporation and Valmont Industries.

The Board of Directors unanimously recommends a ¥#@R the nominees named above.
Explanatory Note

On March 31, 1998, the Company exchanged for atsdhen outstanding Class C Stock, all of thatehptock of a subsidiary (the
"Construction Subsidiary") holding the stock of wieConstruction Group Inc. ("KCG"), the construtisubsidiary of the Company (the
"Split-Off"). In connection with the Spli®ff, the Company was renamed "Level 3 Communicatidmc." and the Construction Subsidiary
renamed "Peter Kiewit Sons', Inc."

Information presented in this Proxy Statement iedgtto periods prior to March 31, 1998, relaterttoimation for the members of the
Company's Board of Directors and executive offiggrthat time.

Board of Directors' Meetings

The Level 3 Board of Directors had six formal megsi in 1997 and acted by written consent actiosiolccasions. In 1997, no director
attended less than 75% of the meetings of the P&&dBand the committees of which he was a member.

Executive Committee

The Executive Committee exercises, to the maximxt@ne permitted by law, all powers of the Boardafectors between board meetings,
except those functions assigned to specific coramstt

Audit Committee



The Audit Committee reviews the services providgd.ével 3's independent auditors, consults withitidgependent auditors and reviews the
need for internal auditing procedures and the aa@gof internal controls.

In connection with the Company's relocation opitsicipal executive offices to Broomfield, Coloradnembers of management, in
consultation with the Audit Committee, are in theqess of reviewing the designation of independeuditors to audit the Level 3 financial
statements for the 1998 fiscal year.

Compensation Committee

The Compensation Committee determines the compensztthe Chief Executive Officer and reviews twampensation and stock option
awards of all other executives.

Compensation Committee Interlocks and Insider Eiggtions

Prior to the Split-Off, the Compensation Committé¢he Company consisted of Messrs. Daugherty samgpét and Mr. Peter Kiewit, Jr.,
none of whom is an officer or employee of LeveEach of Messrs. Daugherty, Harper and Kiewit pusedaCommon Stock from Level 3 in
1997. See "Certain Relationships and Related Tctinss." After the Split-Off, the Compensation Coittee of the Company consists of
Messrs. Michael B. Yanney, David C. McCourt andHaial R. Jaros, none of whom is an officer or emgéogf the Company. Each of
Messrs. Yanney and McCourt purchased Common Stoak the Company in 1997. Mr. Jaros has enteredasiparation agreement with
the Company, pursuant to which, among other thingd)as received certain severance payments. SemilCRelationships and Related
Transactions."

Compensation Committee Report

The Executive Compensation Committee of the Boafdilectors of the Company prior to the Split-Ofrfished the following report on
executive compensation for the period prior toS$ipéit-Off:

The Executive Compensation Committee of the Bo&fdir@ctors prior to the Split-Off was composediegly of non-employee directors.
This Committee is responsible for reviewing andragimg, on an annual basis, the compensation o€tirapany's chief executive officer &
the other executive officers of the Company. Thiedives of the Company's executive compensatiogram are to (a) support the
achievement of desired Company performance,

(b) provide compensation that will attract and ireguperior talent, (c) reward performance, anda{i)n the executive officers' interests with
the success of the Company by placing a portidotaf compensation at risk. The executive compémsarogram has two elements: salaries
and bonuses. The program provides base salarietate intended to be competitive with salarievigledd by other comparable companies.
Bonuses are the vehicle by which executive officars earn additional compensation depending owithail, business unit, and Company
performance. In 1996 the Board adopted, and theekbhlers approved, the Peter Kiewit Sons', InciBaPlan ("Bonus Plan™), and the
Compensation Committee established certain Perimee&oals under the Bonus Plan for 1996 and fasesyuent years. The Compensation
Committee has certified that for 1997 the maximurférmance Goals under the Bonus Plan have beenTimeiCompensation Committee
uses its discretion, subject to the Bonus Plaset@xecutive compensation at levels warrantets ijudgment by external, internal, or
individual circumstances.

The Committee determines the salary and bonuseathief executive officer, Mr. Walter Scott, Jr.1897, the Committee separately looked
at Mr. Scott's responsibilities, contributions gradformance as to the construction business ("@art&in") and the remaining businesses of
the Company ("Diversified"). The Committee approeedannual salary (for the 1997- 1998 pay cycleMa Scott of $150,000 as to
Construction, and $700,000 as to Diversified. lcognition of Mr. Scott's Contributions to the Compa performance in 1997, the
Committee has approved a bonus of $1,000,000 @stetruction, and $1,000,000 as to Diversified.utnber of factors were considered in
setting Mr. Scott's bonus. These factors includeéting the Bonus Plan Performance Goals, the Coyfpawerall performance, the increase
in the combined stock formula prices, as well as $rwott's personal effort and accomplishments inagiag the Company. The Committee
reviewed each factor as to both Construction an@Bified. After considering all of the factorset@ommittee felt the approved bonus was
well within a reasonable range.

The foregoing report, dated March 30, 1998, has fiemished by the Executive Compensation Commifiéessrs. Daugherty, Harper and
Kiewit.

Executive Compensation

The table below shows the annual compensationeotiiief executive officer and the next four mogthy compensated executive officers of
the Company for the 1997 fiscal year (the "Nameddative

Officers").
Name and Principal Year Salary Bonus Other Ann ual
Position Compensat ion

® © $)
Walter Scott, Jr. 1997 872,551 2,000,000 191,109 1



Chairman of the 1996 715,000 2,000,000 276,400¢Br& 1995 630,000 1,250,000 157,800(1)
Kenneth E. Stinson 1997 476,669 1,500,000

Executive Vice 1996 402,500 900,000
President 1995 351,300 600,000

Richard Geary 1997 285,919 770,000
Executive Vice 1996 270,750 600,000
President of 1995 252,800 525,000

Kiewit Construction Group

George B. Toll, Jr.1997 257,705 650,000 Executii@\1996 231,250 500,000 President of 1995 2014280000 Kiewit Construction
Group

Allan K. Kirkwood 1997 221,250 360,000
Senior Vice 1996 192,350 310,000
President of 1995 166,150 240,000
Kiewit Pacific Co.

(1) Other Annual Compensation means perquisiteso#imetr personal benefits received by each of theédhExecutive Officers, if over
$50,000. The only reportable amounts are the nambas use of Company aircraft attributable to &ott . Aircraft usage values are
calculated under federal income tax regulationsardeported as taxable income by Mr. Scott. Ed¢he Named Executive Officers other
than Mr. Scott set forth above is now employed biePKiewit Sons', Inc. and is no longer an offioethe Company. Mr. Scott continues as
Chairman of the Board of the Company, but is ngéorthe Chief Executive Officer of the Company.

No Named Executive Officer received any restrictimtk awards, stock options, stock appreciationtsig’SARs") or lon-term incentive
performance ("LTIP") payouts for the fiscal yeaded December 27, 1997.

Richard R. Jaros, who resigned as an Executive Riesident of the Company effective July 31, 196@eived a salary of $458,574 and a
bonus of $262,350 for fiscal year 1997. Messrsw@tdr. Douglas Bradbury, Kevin J. O'Hara and Tereeh Ferguson, the four current
executive officers of the Company who were empldygthe Company during 1997, were paid salaried 887 of $144,129, $102,564,
$82,051 and $52,019 respectively, and no othertaiple compensation, during 1997. Each such exexofficer was employed by the
Company for only part of fiscal year 1997.

Director's Compensation

During 1997, each of the directors of the Compahy were not employed by the Company during 199&ived directors fees consisting of
an annual retainer of $30,000 (pro-rated in the cddVr. Crowe, who was employed by the Companypfat of 1997) and fees of $1,200 per
board meeting and $1,500 for the annual stockhsldegeting.

Certain Relationships and Related Transactions

In connection with his retention as Chief Execut®ficer of the Company in August 1997, Mr. Crowdered into an engagement agreement
(the "Engagement Agreement") with the Company. Wtide Engagement Agreement, the Company acquiosd fr. Crowe, Mr. Bradbury
and Mr. Ferguson, Broadband Capital Group, L.LaGpmpany formed to develop investment opportusifigr a purchase price of $68,523,
the owners' cash investment in that company. Paotsaahe Engagement Agreement, the Company s6@DH)00 shares of Common Stock
to Mr. Crowe and 1,250,000 shares of Common Stodrt Bradbury, in each case at $10.85 per shdre.Hhgagement Agreement also
provided that the Company would make availablestde, from time to time prior to the consummatiéthe Split-Off, to certain employees

of the Company designated by Mr. Crowe, including ®Hara and Mr. Ferguson, in connection withithplementation of the current
business plan of the Company ("Employees"), umtaggregate of 5,250,000 shares of Common Stak&85 per share. The Company
entered into agreements with each Employee thaiged that the Company may repurchase any Commmrk Sbld to the Employee if the
Employee resigns at any time before January 1,.1999

On August 5, 1997, the Company purchased a jetadfiftom a company controlled by Mr. Crowe for B5nillion, the price paid by the
company for the aircraft in June 1997. The Compamy Mr. Crowe have entered into an aircraft opegatase, under which Mr. Crowe
lease the aircraft for personal use at rates spddify certain Federal Aviation Administration régions. The Company anticipates that Mr.
Crowe will lease approximately 15% of the aircgafthnual flight time, and will pay the Company apmately $70,000 per year at the
current lease rate.

The Company entered into a separation agreememtMvitJaros, a director of the Company, in conmectvith the resignation of Mr. Jaros
President of Kiewit Diversified Group Inc., a subary of the Company, effective July 31, 1997. Unithe separation agreement,



Company paid Mr. Jaros $1.8 million on July 31, agdeed to pay Mr. Jaros the balance of his 198irys¢$187,500) between August 1 and
December 31, 1997 and a bonus payment of $262,880 fihe Company made its customary executive bpayisents in 1998. The
Company also agreed to amend the option agreemitht®!r. Jaros with respect to the options to pasd 750,000 shares of Common Stock
at $8.08 per share granted to Mr. Jaros in 19956tk options to purchase 250,000 shares of ConStawk at $9.90 per share granted to Mr.
Jaros in 1996, to provide that those options wheldully vested on July 31, 1997, and would be @sable at any time during the ten- year
term of the original option agreements.

In December 1996, the Company agreed to sell 5Gs88fes of Common Stock to Mr. Harper, 50,000 shaif€ommon Stock to Mr.
Daugherty and 40,000 shares of Common Stock tdKiémwit, in each case at $9.90 per share. Thos& $torchase transactions were
consummated in March 1997. In October 1997, the g2y sold 50,000 shares of Common Stock to Mr. ¥grand 50,000 shares of
Common Stock to Mr. McCourt, in each case at $1p&5share.

The Company loaned George B. Toll, Jr. $800,00thdut994 in connection with the purchase of a i@ and relocation expenses. The
full principal amount of his demand note payabl¢h Company is currently outstanding. Mr. Toll veagirector and executive officer of the
Company prior to the Split- Off, but is no longéher a director or executive officer of the Compan

Security Ownership of Certain Beneficial Owners andManagement

The following table sets forth certain informatiaith respect to the beneficial ownership of Lev&@@mmon Stock as of June 8, 1998 by the
Company's directors, certain executive officers dinelctors and those executive officers as a grang,each person known by the Company
to beneficially own more than 5% of the outstandiegel 3 Common Stock.

Number of
Shares of Percento f
Name Common Stock Common St ock
Walter Scott, Jr.(1) 17,686,591 12.1%
James Q. Crowe 5,666,360 3.9%
R. Douglas Bradbury 1,277,595 *
Kevin J. O'Hara(2) 878,080 *
Robert B. Daugherty - *
William L. Grewcock(3) 5,763,707 3.9%
Charles M. Harper 95,000 *
Richard R. Jaros(4) 1,748,749 1.2%
Robert E. Julian 1,996,790 1.4%
David C. McCourt 57,500 *
Kenneth E. Stinson 365,814 *
Michael B. Yanney 50,000 *

Directors and Executive Officers
As a Group (12 persons) 35,586,186 24.2%

Donald L. Sturm(5) 9,186,875 6.2%

* Less than 1%.

(1) Includes 49,850 shares of Common Stock helthbySuzanne Scott Irrevocable Trust as to whichSdott shares voting and investment
powers.

(2) Includes 23,000 shares of Common Stock helldin J. O'Hara Family LTD Partnership.

(3) Includes 577,320 shares of Common Stock hel@tewcock Family Limited Partnership. Includes 525, shares of Common Stock held
by the Bill & Berniece Grewcock Foundation as taehhMr. Grewcock shares voting and investment pewer

(4) Includes 185,000 shares of Common Stock helthéylaros Family Limited Partnership. Includes, 800 shares of Common Stock held
by Mr. Jaros and 400,000 shares of Common Stodeactuio options held by a grantor trust, of which. Naros is the residual beneficiary.
"Certain Transactions and Relationships." (5) Mar@'s business address is 3033 East First Avddereyer, Colorado 80206. Based solely
on Mr. Sturm's Schedule 13-D dated May 5, 1998, $fiurm owns 7,805,155 shares of Common Stock, aadiditing and investment power
with respect to 1,306,720 shares held by trustgpanitherships established for family members amefigially owns 75,000 shares as a
member of the board of directors of the Universitppenver.

Performance Graph

The following performance graph shall not be deetoduk incorporated by reference by means of angigé statement incorporating by
reference this Proxy Statement into any filing urttie Securities Act of 1933, as amended or then@s Exchange Act of 1934, except to
the extent that the Company specifically incorpesatuch information by reference, and shall na¢mtfse be deemed filed under such acts.

The graphs below compare the cumulative total netstock appreciation plus reinvested dividendghefCompany's common stock with
four indexes of publicly traded stocks. Prior te 8plit-Off, the Company had two classes of common stotds0C Stock and Class D Sto
For the substantially part of the periods presettiedCompany's stock was not publicly traded. Beigigp in the fourth quarter 1997, the
Company's Class D Stock commenced trading on tht- the-counter market of the National Association of Séms Dealers, Inc. Durin



the fourth quarter, the only quarter during whicding occurred, the range of the high and lowilidrmation for the Class D Stock was
$20.41 to $29.00. The Common Stock of the Company tnades on The Nasdaq National Market underyhesl "LVLT.".

Pursuant to the terms of the Company's RestatdifiCae of Incorporation for all periods presentedhe graphs depicted below, the
Company's stock was valued by a formula containgtlé Restated Certificate of Incorporation. Conypstock was valued at the end of the
Company's fiscal year and the formula value wasaged as dividends are declared during the followieay. For purposes of the graphs, it
has been assumed that dividends were immediatelyested in additional shares of the Company's comstock, although such
reinvestment was not permitted in actual prac#idthough the Company's fiscal year ended on theSasturday in December, its stock is
compared against indexes which assume a fiscaleyming December 31.

Because of two corporate restructuring events dutie last five years, further assumptions abadat teturn are required. The Company's
stock was reclassified on January 8, 1992. EacBlwdde of Class C Stock was exchanged for one hare ®f Class C Stock and one shar
Class D Stock. The five year cumulative total netisrshown as if the change occurred on Januat992.

On September 30, 1995, the Company distributets tGlass D stockholders by way of a tax free diwdligs stock holdings in MFS
Communications Company, Inc. For each share ofs@eStock, 1.741 shares of MFS common stock antisG&re of MFS preferred stock
were distributed. On the distribution date, 1.7Hares of MFS common stock had a public market vaf$¥6.17 and .651 share of MFS
preferred stock had a value of $.65 (togetherjstridution unit" of $76.82). For purposes of thrapgh below, it is assumed that each
distribution unit was immediately sold for $76.8&ahe proceeds reinvested in additional shar€asfs D Stock, which then had the
reduced formula price of $40.40 per share.

The formula value of the new Class C Stock wasglihto the performance of the Company's Constru&itining Group (which was split-
off from the Company in the Split-Off transactiott)yat Group's revenues come primarily from consioncoperations. The formula value of
the Class D Stock was linked to the performanabs®Company's Diversified Group (which are the afiens that remained in the Company
after the Split-Off), which is primarily engageddommunications, information services and coal ngridusinesses.

The first graph compares the cumulative total retfrthe Company's Class C Stock for the five yesaiod 1993-1997 with the Standard and
Poors' Composite 500 Index and the Dow Jones HEawmgtruction Index. The graph assumes that theevafithe investment was $100 on
December 31, 1992 and that all dividends and atfstributions were reinvested.

[PERFORMANCE GRAPH]

1992 1993 1994 1995 1996 199 7
Class C Stock 100 123.64 146.79 192.99 251.25 326 .63
S&P 500 Index 100 110.83 111.53 153.45 172.29 251 .64
Dow Jones 100 104.91 100.95 140.86 133.86 101 .05

Heavy Construction Index

The second graph compares the cumulative totadretithe Company's Class D shares for the five pedod 1992-1997 with the Dow
Jones Coal Index and the NASDAQ Telecommunicatindex. The graph assumes that the value of thestiment was $100 on December
31, 1992, and that all dividends and other distiins were reinvested.

[PERFORMANCE GRAPH]

1992 1993 1994 1995 1996 1997 Class D Stock 1a018(44 120.14 289.28 319.96 343.55

Dow Jones  100.00 147.29 144.45 152.48 166.15 14 2.53
Coal Index
NASDAQ 100.00 154.19 128.69 168.51 172.29 25 4.48

Telecommunications Index
APPROVAL OF OUTPERFORM STOCK OPTION PROGRAM PROPOSA L

On April 1, 1998, the Compensation Committee ofBloard of Directors (the "Committee"), under then@pany's 1995 Stock Plan (Amenc
and Restated as of April 1, 1998) (the "Plan")ntgd, subject to stockholder approval, outperfatmalsoptions ("OSOs") to certain
employees. The OSOs are being granted pursuargrimgaam (the "OSO Program"), which is part of len. The OSOs are designed to
provide management the incentive to maximize stoltidr value and to reward the members of manageamyptvhen the Common Stock
outperforms the Standard & Poor's 500 Index. Ireptd ensure the Company's ability to fully dedrarnpensation paid under the OSO
Program for income tax purposes, the OSO Progranbéean structured to qualify as "performance-basetpensation” for purposes of
Section 162(m) ("Section 162(m)") of the Internav@nue Code of 1986, as amended (the "Code") dier ¢o be fully deductible, the
material terms and conditions of the OSO Prograrstibe disclosed to and approved by a majority @@bmpany's stockholders. If the O
Program is not approved by the stockholders, tbhgram will not be implemented and all Awards presly granted thereunder will |



canceled. The following is a summary of the matéeians and conditions of the OSO Program.
Purpose

The OSO Program was designed by the Company sdsfsibckholders receive a market return on timeiestment before OSO holders
("Grantees") receive any return on their awardst{em "Award"). The Company believes that the O$ayfam aligns directly manageme
and stockholders' interests by basing stock optadne on the Company's ability to outperform thekatin general, as measured by the
Standard & Poor's 500 Index. Participants in th©@®8ogram do not realize any value from awardsasitiee Level 3 Common Stock, par
value $.01 per share (the "Common Stock") pricpedibrms the Standard & Poor's 500 Index. Wherstbek price gain is greater than the
corresponding gain on the Standard & Poor's 508xntihe value received for awards under the OS@rBro is based on a formula involving
a multiplier related to how much the Common Stogtperforms the Standard & Poor's 500 Index. Teetktent that the Common Stock
outperforms the Standard & Poor's 500 Index, theevaf OSOs to an Grantee may exceed the valuerefjnalified stock options.

Eligibility

The OSO Program is designed to motivate and reesloyees for achieving Company performance ablow@verall stock market.
Participation will be limited to those employeetested by the Committee for participation. As ofrft, 1998, the approximate number of
persons eligible to participate is 500.

Administration - Grant of Awards

The OSO Program will be administered by the Consritinder and pursuant to the terms of the PlanCbnemittee will have the power to
grant Awards with respect to shares of Common Stoskard Shares"), with each Award having an inipar share strike price equal to the
fair market value of one share of Common Stockfdsendate of grant (the "Initial Price"). The Coiitiee, in its sole discretion, has the
authority, among other things, to determine theleyges to whom, and the time or times at which, Adgawill be granted, to determine the
number of shares covered by an Award, to intetfieetDSO Program, and to make all other determinatiteemed advisable for the
administration of the OSO Program.

Maximum Award

The maximum number of shares of Common Stock veiipect to which Awards may be granted to any odigigual in any calendar year is
300,000, provided, that such number shall be detedprior to the application of the Multiplier (dsfined below).

Adjustment of Initial Price

The Initial Price shall be adjusted upward or dowrthas of the date of exercise of the Award (thdjusted Price"), by a percentage equal to
the aggregate increase or decrease (expresseslhadeapercentage point followed by three decimates$) in the Standard and Poor's 500
Index over the period (the "Period") beginning be tlate of grant and ending on the trading day idiately preceding the date of exercise of
the Award (the "Aggregate Percentage S&P PerforeldnEor purposes of determining the Aggregate étdege S&P Performance with
respect to any Period, the Standard and Poor'séiblé as of the first day of the Period shall berded to equal the closing value of such
index on the trading day immediately precedingdfitst day of the Period, and the Standard and B&R0 Index on the last day of the Period
shall be deemed to equal the average closing dlsech index over the ten-consecutive- trading mieryod immediately preceding the last
day of such Period.

Term

The term of each Award shall be four (4) years ftbmdate of grant (subject to a shorter periochupamination of employment with the
Company) after which the Award shall expire.

Vesting and Exercisability

Subject to any accelerated vesting as providedhetee Award shall become vested over a periodvofytears at the rate of 1/8 of the total
number of Award Shares (rounded up to the nearegtershare) on the last day of each three (3) dalemonths from the date of grant, such
that the Award will become fully vested on the gagceding the second anniversary of the date ait gtlae "Full Vesting Date"); provided,
however, that, subject to any accelerated exeiidityalmo portion of the Award shall become exeatite until the Full Vesting Date at which
time the Award shall become fully exercisable.

Accelerated Vesting and Exercisability

In the event that a Grantee dies or suffers a ilisd’' (as determined by the Committee), his Awatthll become fully vested and fully
exercisable.

In accordance with the authority granted to the @atitee in Section 9.2(b) of the Plan, on the effectate of a "Change in Control" (



defined in the Plan), (i) all Awards shall be cdadeas to any unexercised Award Shares, (ii) then@my or its successor shall pay to each
Grantee in consideration thereof an amount of easial to the value of the unexercised portion sfAward, assuming for this purpose that
the Award had been exercised after the closingagling of Stock on the day during the 60- day mkending on the date of the Change in
Control which produces the highest such value,(andny required withholding related to such pagmhshall be satisfied by withholding the
appropriate amount of cash from such payment.

Payment

Upon exercise, the Committee, in its sole discretiaill deliver to the Grantee with respect to amdancellation of each Award Share as to
which his Award is exercised, either (a) a numbewitole shares of Common Stock with a "Fair Mai¥etue" (as defined in the Plan) on-
trading day immediately preceding the date of @ger@rounded up to the nearest whole share) equhétproduct of (A) the Fair Market
Value of a share of Common Stock on the tradinginagediately preceding the date of exercise, lesAjusted Price, multiplied by (B)

the "Multiplier" (as defined below), (b) cash eqtmthe aggregate value of the Common Stock deteminpursuant to clause (a) above, or (c)
a combination of Common Stock and cash, in anyqntam the Committee may determine, having the sagygegate value as the Common
Stock determined pursuant to clause (a) aboveadh ease subject to withholding by the Company.

Multiplier

The Multiplier shall be based on the "Outperformndeatage” (as defined in the following sentenceltie Period, determined on the date of
exercise. The Outperform Percentage shall be tbessxof the annualized percentage change (exprassedhole percentage point followed
by three decimal places) in the Fair Market Valtithe Common Stock over the Period, determineccaoadance with the last sentence of
this paragraph (the "Annualized Percentage Comg@angk Price Change"), over the annualized perceritaggease or decrease (expressed ac
a whole percentage point followed by three deciptetes) in the Standard & Poor's 500 Index ovePiéod (the "Annualized Percentage
S&P Performance"). For purposes of determiningtheualized Percentage S&P Performance with redpeaty Period, the Standard &
Poor's 500 Index shall be determined in accordaiittethe last sentence of the paragraph entitlegigtichent of Initial Price above. The
Multiplier shall be rounded to three decimal plaasl be determined as follows:

If Outperform Percentage is: The Multiplier willaj:

0% or less 0

More than 0%

but less than 11% [Outperform Percent age *
8/11] * 100.( E.g., if
Outperform Percenta ge = 5%,
Multiplier = [.05 * 8/11] *
100 = 3.636)

11% or more 8.0

For purposes of determining the Annualized Pergen@ompany Stock Price Change with respect to anpd, the Fair Market Value of the
Stock on the first day of the Period shall be the Market Value on the trading day immediatelygadting the first day of the Period, and the
Fair Market Value on the last day of the Periodldf®adeemed to equal the average Fair Market Valee the ten-consecutive-trading day
period immediately preceding the last day of suetidel.

Other Terms

The Committee may provide such other terms anditiond not inconsistent with the terms and condsiaescribed herein with respect to
any Award as it deems appropriate.

Market Value
As of June 15, 1998, the closing price of the Comi8tock was $54.0625.
Withholding

The Company will have the right to withhold anyeaxequired by law to be withheld with respechim ¢xercise of any Awards. The
Committee, in its sole discretion, may permit aipgrant to satisfy tax withholding obligations,whole or in part, either (i) by having the
Company withhold from the Common Stock and/or dadbe issued upon the exercise of an Award an ahf@mwing a fair market value
equal to the withholding amount or (ii) by delivegito the Company sufficient Common Stock or castatisfy the withholding amount due.

Adjustments

If any change is made to the Common Stock by reafany merger, consolidation, reorganization, pgadization, stock dividend, split-up,
exchange of shares, change in corporate strucdurgherwise, appropriate adjustments will be maylehe Committee to the kind and
number of Common Stock and price per share sutgesdch outstanding Awar



Tax Gross-Up

The Plan allows the Committee discretion to provrdany Award agreement for a tax gross-up in trenethat payments with respect to the
exercise of Awards are deemed to be "excess pamphyments" for purposes of Section 280G of theeCo

Non-transferability

Except as provided by the Committee in an Awar@eagrent, no Award, nor any right or interest thersimssignable or transferable except
by will or the laws of descent and distributiondaturing the lifetime of the Grantee, Awards arereisable only by the Grantee or his or her
legal

representative.

Termination or Amendment

The Board may terminate the OSO Program at any, fmexided that no such action shall deprive Grasitf their rights under outstanding
Awards. The Board may also amend the OSO Program fime to time as its deems desirable; provideddver, without the requisite
approval of the stockholders, the OSO Program noayp@ amended where such stockholder approvatjisresl in order for the OSO
Program to continue to qualify as "performance-tasampensation” within the meaning of Section 1§2(m

Federal Income Tax Consequences

The following is a brief discussion of the Fedenalome tax consequences of transactions under &t Brogram based on the Code, as in
effect as of the date hereof. The OSO Programtisjmalified under Section 401(a) of the Code. Tissussion is not intended to be
exhaustive and does not describe the state ortaxaonsequences.

Except as noted below, (1) no income is realizethbyGrantee at the time the Award is grantedgéerally, at exercise, ordinary income is
realized by the Grantee in an amount equal to #haevof the shares of Common Stock and cash rateive the Company is generally
entitled to a tax deduction in the same amountesuibp applicable tax withholding requirements; &)dupon the subsequent sale of any
Common Stock received by the grantee upon the iseeof an Award, appreciation (or depreciationgafhe date of exercise is treated as
either short-term, mid- term or long-term capitairg(or loss) depending on how long the shares bhaea held.

New Plan Benefits

The following Table sets forth the Awards madeh® following individuals by the Committee on Jurte 1

1998.

Name and Position Dollar Value Number of Uni ts
James Q. Crowe N/A 40,000

R. Douglas Bradbury N/A 12,500

Kevin J. O'Hara N/A 12,500

Executive Officer Group  N/A 65,000

Non-Executive Director Group N/A 3,944 Employee Grouig 224,361

Inasmuch as all future Awards will be granted atsble discretion of the Committee, such benefitteuthe OSO Program are not
determinable.

The Board of Directors unanimously recommends a #@R approval of the OSO Program.
OTHER MATTERS

It is not anticipated that any matters other thaosé described in this Proxy Statement will be ghovdbefore the Annual Meeting. If any other
matters are presented, however, it is the interdfdhe persons named in the proxy to vote theypmaccordance with the discretion of the
persons named in the proxy.

STOCKHOLDER PROPOSALS

Any proposal which a stockholder intends to presg¢ihe 1999 Annual Meeting must be received byel8wn or before May 14, 1999, but
no earlier than April 14, 1999 to be included ie firoxy material of Level 3 relating to such megtim addition, such proposal must also
include a brief description of the business to tmibht before the annual meeting, the stockholdarse and record address, the number of
shares of Common Stock which are owned benefic@llyf record by such stockholder, a descriptioamy arrangements or understandings
between the stockholder and any other person inemion with such proposal and any material intesésuch stockholder in such propo



and a representation that the stockholder intemdppear in person or by proxy at the Annual Megtihthe stockholder wishes to nominate
one or more persons for election as a directoh stmckholder's notice must comply with additiopadvisions as set forth in the Level 3 By-
laws, including certain information with respecti@ persons nominated for election as directodsaany information relating to the
stockholder that would be required to be disclaeesiProxy Filing. Any such proposals should beclied to the Secretary, Level 3
Communications, Inc., 3555 Farnam Street, Omahbrds&a 68131.

Exhibit A
ANNUAL MEETING OF STOCKHOLDERS

Tuesday, July 14, 1998
9:30 a.m.

The Joslyn Art Museum
2200 Dodge Street
Omaha, Nebraska 68131

(Please detach here)
LEVEL 3 COMMUNICATIONS, INC.
Revocable Proxy Solicited on Behalf of the Board ddirectors

THE UNDERSIGNED STOCKHOLDER of Level 3 Communicatfy Inc. (the "Company") hereby appoints Terrend¢eedguson and Neil J.
Eckstein the lawful attorneys and proxies of thdamsigned with full power of substitution to voées, designated on the reverse side, all sl
of Common Stock of the Company which the undersigaentitled to vote at the Annual Meeting of &toalders to be held on Tuesday, «
14, 1998, at 9:30 a.m. at the Joslyn Art Museur@022odge Street, Omaha, Nebraska 68131, and arahgll adjournments and
postponements thereof with respect to the propasalforth on the reverse side and described ilNtitee of Annual Meeting and Proxy
Statement dated June 17, 1998, receipt of whibkiisby acknowledged.

This proxy, when properly completed and returneitl,be voted in the manner directed herein by thdarsigned stockholder. IF NO
DIRECTION IS GIVEN, THIS PROXY WILL BE VOTED "FORTHE NOMINEES AND OTHER PROPOSALS LISTED ON THE
REVERSE SIDE AND, IN THE DISCRETION OF THE PROXYHOIEER, ON SUCH OTHER BUSINESS AS MAY PROPERLY COME
BEFORE THE MEETING AND AT ANY ADJOURNMENTS AND POSIONEMENTS THEREOF.

(continued and to be dated and signed on the resis)
VOTE BY TELEPHONE
Call Toll Free on a Touch-Tone Telephone COMPANY-800-240-6326 CONTROL #

Your telephone vote authorizes the named proxiest® your shares in the same manner as if yountealed, signed and returned your
proxy card. The deadline for telephone voting ism¢ET) on July 13, 1998. If you receive more tbae proxy card, you must telephone y
vote for each.

1. Using a touch-tone telephone, dial 1-800-2406632u may dial this toll free number at your coniemce 7 days/week, 24 hours/day until
the deadline. When prompted, enter the 3-digit CaimgpNumber located in the box on the upper righidh@orner of this section of the proxy
card. When prompted, enter your numerical Contruoinlier that follows the Company Number.

OPTION #1: To vote on all four items as the Lev&@mmunications, Inc. Board of Directors recommeipdsss "1". When asked, please
confirm your vote by pressing 1 again - THANK YOOR VOTING.

OPTION #2: If you choose to vote on each item sapdy, press "0".

You will hear these instructions:

Proposal 1: To vote FOR all nominees, press "1WitdHHOLD FOR ALL nominees, press "9"; to WITHHOLBOR AN INDIVIDUAL
nominee, press "0" and listen to the instructiéhreposal 2: To vote FOR, press "1"; AGAINST, pré&s's ABSTAIN, press "0"
Proposal 3: To vote FOR, press "1"; AGAINST, pr&x's ABSTAIN, press "0"

When asked, please confirm your vote by pressifig THANK YOU FOR VOTING

IF YOU VOTE BY TELEPHONE, DO NOT MAIL YOUR PROXY UN LESS YOU INTEND TO REVOKE YOUR TELEPHONE
VOTE.



The latest vote received will be the one counted.
(Please detach here)
(continued from reverse side)
1. ELECTION OF DIRECTORS:
[ ] FOR the election of all [ ] WITHHOLD authorityp vote nominees listed below for all nomineestisbelow

[ 1 EXCEPTIONS (To withhold authority for any inddual nominee listed below, mark the "ExceptionsX land strike a line through that
nominee's name.)

Nominees: 01 Walter Scott, Jr. 02 James Q. Crowelagles M. Harpe

2. TO ADOPT THE PROGRAM relating to the issuanc®atperform Stock Options pursuant to the Leve985LStock Plan, amended and
restated as of April 1, 1998.

[]FOR [] AGAINST [] ABSTAIN

3. IN THEIR DISCRETION, the proxies are authorized/ote upon such other business as may propenhedmefore the meeting and at any
adjournments and postponements thereof.

[] FOR [] AGAINST [] ABSTAIN

PLEASE PROMPTLY SIGN, DATE AND RETURN THE PROXY CAR D IN THE ENCLOSED ENVELOPE.

SIGNATURE DATE

SIGNATURE DATE

Please date and sign exactly as your name apetirs keft. When signing as a fiduciary, represiérgeor corporate officer, give full title as
such. If you receive more than one proxy card,qe#esgn and return all cards received.

End of Filing
pmmdaylill{:ﬁ;[_{m
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