EDGAROnline

LEVEL 3 COMMUNICATIONS INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 04/24/03 for the Period Ending 05/20/03

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

1025 ELDORADO BOULEVARD

BLDG 2000

BROOMFIELD, CO 80021

7208881000

0000794323

LVLT

4813 - Telephone Communications, Except Radiotelephone
Communications Services

Services

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

QuickLinks-- Click here to rapidly navigate through this domnt
SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934 (Amendment No. )

Filed by the Registrarxl
Filed by a Party other than the RegistiO

Check the appropriate bc

Preliminary Proxy Stateme

Confidential, for Use of the Commission Only (as penitted by Rule 14a-6(e)(2))
Definitive Proxy Statemer

Definitive Additional Materials

Soliciting Material Pursuant to §240.-12

OO0xO0

Level 3 Communications, Inc.

(Name of Registrant as Specified In Its Char

(Name of Person(s) Filing Proxy Statement, if otthen the Registran

Payment of Filing Fee (Check the appropriate b

X No fee requirec

O Fee computed on table below per Exchange Act Ridle-6(i)(1) and (-11
(1)  Title of each class of securities to whiansaction applies:

(2)  Aggregate number of securities to whietmsaction applies:

3) Per unit price or other underlying vaafd¢ransaction computed pursuant to Exchange Att Bl1 (set
forth the amount on which the filing fee is caldathand state how it was determined):

(4) Proposed maximum aggregate value of fietien:

(5) Total fee paid:

Fee paid previously with preliminary materic

Check box if any part of the fee is offset asvied by Exchange Act Rule 0-11(a)(2) and identify filing for
which the offsetting fee was paid previously. |dgrihe previous filing by registration statemeninmber, or the
Form or Schedule and the date of its fili

(1)  Amount Previously Paid:

oo

(2 Form, Schedule or Registration Statermnt

3) Filing Party:

4) Date Filed:




Level(3)

COMMUNICATIONS

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

April 24, 200
Dear Stockholder:

You are cordially invited to attend the AwhMeeting of Stockholders of Level 3 Communicasipinc. ("Level 3") to be held at
9:00 a.m. on May 20, 2003, at The Omaha Civic Aarditn Music Hall, 1804 Capitol Avenue, Omaha, Nekea68101.

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

. the reelection to the Level 3 Board of Directordtwke directors as Class Il Directors for a thyear term until the 2006
Annual Meeting of Stockholders; and

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

The Level 3 Board of Directors recommeriu tts stockholders reelect three Class 11l doecfor a three-year term until the 2006
Annual Meeting of Stockholders. See "REELECTION CIFASS 11l DIRECTORS PROPOSAL."

Information concerning the matters to besidered and voted upon at the Annual Meetingtigosth 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 Meeting,are urged to complete, date, sign and returernlsed proxy as promptly as possible.
A postage-prepaid envelope is enclosed for thgiqae. In addition, to ensure your representatidheafAnnual Meeting, you may vote your
shares by (a) calling the toll free telephone nunitdicated on the proxy card or (b) accessingstiecial web site indicated on the proxy
card, each as more fully explained in the teleptaortkinternet voting instructions. If you attend #innual Meeting you may vote in person
even if you have previously returned a proxy c®léase note that if you hold your shares of LeveltBrough your broker, you will not be
able to vote in person at the meeting.

Sincerely,

PO L__CSQKL

Walter Scott, Jr.
Chairman of the Boar
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COMMUNICATIONS

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

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held May 20, 2003

To the Stockholders of Level 3 Communications,:Inc.

The Annual Meeting of Stockholders of Le8gCommunications, Inc., a Delaware corporatiore¢&l 3"), will be held at The Omal



Civic Auditorium Music Hall, 1804 Capitol Avenue niaha, Nebraska 68101 at 9:00 a.m. on May 20, 280¢é following purposes:

1. To reelect three Class Il Directors to the Boar@®wectors of Level 3 for a three-year term uttié 2006 Annual Meeting of
Stockholders; and

2. To transact such other business as may properlg ¢cmfore the meeting or any adjournments or postpents thereof.

The Board of Directors has fixed the closbusiness on April 14, 2003, as the record datéhfe determination of the holders of the
Level 3 Common Stock, entitled to notice of, andate at, the meeting. Accordingly, only holdersedord 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, 2003, ten days prior to the Annual Megtia list of stockholders' entitled to notice loé tAnnual Meeting and that have the riglr
vote at the Annual Meeting will be available fosjrection at the offices of Fraser Stryker Law Fis®) Energy Plaza, 409 17Street,
Omaha, Nebraska, 68102

The three Class Il Directors will be ekstttby a plurality of the votes cast by holders evé&l 3 Common Stock present in person or by
proxy and entitled to vote at the Annual Meeting.

The matters to be considered at the Anklgadting are more fully described in the accompagfnoxy 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, HOWEVER, YOWRE URGED TO COMPLETE, DATE, SIGN AND RETURN
THE ENCLOSED PROXY AS PROMPTLY AS POSSIBLE. A POSHE-PREPAID ENVELOPE IS ENCLOSED FOR THAT PURPOSE.
IN ADDITION, TO ENSURE YOUR REPRESENTATION AT THEMNUAL MEETING, YOU MAY VOTE YOUR SHARES BY
A) CALLING THE TOLL FREE TELEPHONE NUMBER OR B) ACESSING THE INTERNET AS MORE FULLY EXPLAINED IN TH
TELEPHONE AND INTERNET VOTING INSTRUCTIONS. ANY STOKHOLDER ATTENDING THE ANNUAL MEETING MAY
VOTE IN PERSON EVEN IF THAT STOCKHOLDER HAS RETURNEA PROXY.

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

By Order of the Board of Directo

PPN t-h_ca‘-axl

Walter Scott, Jr.
Dated: April 24, 200: Chairman of the Boar
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COMMUNICATIONS

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

Proxy Statement
April 24, 2003

ANNUAL MEETING OF STOCKHOLDERS
May 20, 2003



SOLICITATION AND VOTING

This Proxy Statement ("Proxy Statementfursished in connection with the solicitation gbgies on behalf of the Board of Directors
(the "Board") of Level 3 Communications, Inc. ("le\8" or the "Company") to be voted at the Annuae¥ting of Stockholders to be held on
Tuesday, May 20, 2003, or any adjournment therbef (Annual Meeting"). This Proxy Statement, thetibl® of Annual Meeting and the
accompanying Proxy are being mailed to Stockholdarsr about April 28, 2003.

As of April 14, 2003, the record date foe tdetermination of persons entitled to vote attheual Meeting, there were 450,819,116
voting shares of the Company's Common Stock, paev&01 per share (the "Level 3 Common Stock")stamding. Each share of Level 3
Common Stock is entitled to one vote on each madtbe voted upon by the Stockholders at the AnMesdting.

The three Class Il Directors will be rezttal by a plurality of the votes cast by holdert@fel 3 Common Stock present in person or by
proxy and entitled to vote at the Annual Meeting.

The presence, in person or by proxy, ottbieders of a majority of the issued and outstapaimares of Level 3 Common Stock entitled
to vote as of the Record Date is required to ctristia quorum at the Annual Meeting. Under apple&kelaware law, abstentions and
"broker non-votes" (that is, proxies from brokersiominees indicating that such persons have meived instructions from the beneficial
owner or other persons entitled to vote sharee asnatter with respect to which the brokers or inees do not have discretionary power to
vote) will be treated as present for purposes tdrd@ning the presence of a quorum at the Annuadtivig. If such a quorum should not be
present, the Annual Meeting may be adjourned fiiame to time until the necessary quorum is obtained.

All shares of Level 3 Common Stock représery properly executed proxies which are retuianedi not revoked will be voted in
accordance with the instructions, if any, giverréfire If no instructions are provided in a proxywill be votedFOR the Board's nominees 1
Director and in accordance with the proxy-holdbest judgment as to any other business raise@ @rihual Meeting. If you elect to deliver
your proxy by telephone or the Internet as desdribehe enclosed telephone and Internet votinguntons, your shares will be voted as
direct. Your telephone or Internet delivery authes the named proxies to vote your shares in tine saanner as if you marked, signed and
returned your proxy card.

Any Stockholder who delivers, whether bigpdone, Internet or through the mail, a proxy meoke it at any time before it is voted by
delivering to the Secretary of the Company a wmitte

statement revoking the proxy, by executing andvdeilig a later dated proxy, by using the telephasténg procedures, the Internet voting
procedures or by voting in person at the Annual tiige

Level 3 will bear its own cost of solicitat of proxies. In addition to the use of the mpilpxies may be solicited by the directors and
officers of Level 3 by personal interview, telepkotelegram or e-mail. Such directors and offiegtsnot receive additional compensation
for such solicitation but may be reimbursed for-ofipocket expenses incurred in connection thetewitrangements may also be made with
brokerage firms and other custodians, nomineedidudiaries to forward solicitation materials teetheneficial 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 out-of-pocket expensesrred by them in connection therewith.

REELECTION OF CLASS Il DIRECTORS PROPOSAL

Effective after the Annual Meeting, the £€8 Board will consist of 11 directors, divideddrthree classes, designated Class I, Class Il
and Class lll. At that time, Class | and Il willregist of four directors and Class Il will considtthree directors. Three of the current six
Class Il directors are standing for reelectiont# Annual Meeting, these directors that are stanfbr reelection will be reelected to hold
office for a threeyear term until the 2006 Annual Meeting, or uriiéir successors have been elected and qualifiadylhiominee shall, pric
to the Annual Meeting, become unavailable for ébecas a director, the persons named in the accoymgform of proxy will, in their
discretion, vote for that nominee, if any as maydmmmended by the Level 3 Board, or the LevebarB may reduce the number of
directors to eliminate the vacancy.

Three of the current Class Il directorgddrs. R. Douglas Bradbury, currently Vice Chairmithe Board and a former employee of
Company, Kevin J. O'Hara, currently President ah@gfQperating Officer of the Company, and Kenretlstinson, have elected not to seek
reelection to the Board. In addition, two directtirat are members of Class |, Charles C. Milldr,dlirrently Vice Chairman of the Board and
Executive Vice President of the Company and Colik.Williams, a former employee of the Company, éd@vformed the Company that ei
of them intends not to seek reelection to the Badtet the expiration of their current term of offiat the 2004 Annual Meeting of
Stockholders. As a result of these changes, thep@oynexpects that the composition of the Board vélin compliance with applicable rules
and regulations requiring that a majority of theaBbbe independer



Information as to Nominees for Reelection as CladH Directors

The respective ages, positions with Levéd &ny, business experience, directorships irotompanies and Level 3 Board committee
memberships, of the nominees for election aress#t below. None of the candidates for Class IHebior are employees of the Company.

Arun Netravali, 57, has been a directathef Company since April 16, 2003. Prior to that, Metravali was Chief Scientist for Lucent
Technologies, working with academic and investnoemimunities to identify and implement important nestworking technologies from
January 2002 to April 2003. Prior to that positibtr, Netravali was President of Bell Labs as wsllLaicent's Chief Technology Officer and
Chief Network Architect from June 1999 to Janua®®2. Bell Labs serves as the research and develamrganization for Lucent
Technologies.

John T. Reed, 59, has been a directoreo€tbmpany since March 2003. Mr. Reed has been @aaiof HMG Properties, the real estate
investment banking joint venture of McCarthy Grolmg,. since 2000. Prior to that, Mr. Reed was Ghain of McCarthy & Co., the
investment banking affiliate of McCarthy Group. NReed is also a director of McCarthy Group. Priojoining McCarthy Group in 1997,

Mr. Reed spent 32 years with Arthur Andersen LLP.

Michael B. Yanney, 69, has been a direcfdhe Company since March 31, 1998, the effediiae of the Split-off. Mr. Yanney has
served as Chairman of the Board, President and Ekexutive Officer of America First Companies LCL for more than the last five years.
Mr. Yanney is also a director of Burlington Northé3anta Fe Corporation, RCN Corporation and F@d<torporation. Mr. Yanney is the
Chairman of the Compensation Committee of the Board

The Board unanimously recommends a vote FOR the ndmees named above.
Board of Directors' Meetings

The Level 3 Board had nine formal meetiimy8002 and acted by unanimous written consenb@actn two occasions. In 2002, Mr. Cc
V.K. Williams was the only director who attendeddehan 75% of the meetings of the Board. In 2802 David C. McCourt was the only
director who attended less than 75% of the meetifigfse committees of which he was a member.

Executive Committee

The Executive Committee exercises, to tAgimum extent permitted by law, all powers of theaBl between board meetings, except
those functions assigned to specific committeefedife after the Annual Meeting, the members efExecutive Committee will be Walter
Scott, Jr. (Chairman), James Q. Crowe and Micha&ldBney.

Audit Committee

The Audit Committee reviews the servicesvfited by Level 3's independent auditors, conswiltls the independent auditors and revi
the need for internal auditing procedures and tlegaacy of internal controls. The members of trgitaommittee are Robert E. Julian
(Chairman), Richard R. Jaros and David C. McCadte Audit Committee operates pursuant to a writtegrter. Level 3 believes that the
members of the Audit Committee are independentiwitie meaning of the listing standards of The Mas8tock Market. The Board has
determined that Mr. Robert E. Julian, Chairmarhef Audit Committee, qualifies as a "financial expes defined by the Securities and
Exchange Commission. The Board considered Mr. dglieredentials and financial background and fahatihe was qualified to serve as the
"financial expert."

In light of the highly publicized eventsailving the cessation of operations by Arthur Arsder, LLP, the Company's independent
accountants for 2001, the Level 3 Board and theit"Cammittee selected KPMG, LLP as the Companydgi@ndent accountants for 2002.
The Audit Committee has chosen to select KPMG, BkRhe Company's independent accountants for ZD@8ently, the only services that
will be performed by KPMG, LLP to the Company atsldubsidiaries are external audit services (inofydtatutory audits) and certain non-
audit services relating to tax services and dugeatice services in connection with the review afuasition candidates, employee benefit plan
audits and agreed-upon procedures reports relatitige Company's or its subsidiaries.

Audit Committee Report

The following Report of the Audit Committes delivered to the Board by the Audit CommitteeMarch 25, 2003. The following
Report of the Audit Committee shall not be deeneebe incorporated by reference in any previousituré documents filed by the Company
with the Securities and Exchange Commission urtdeSecurities Act of 1933 or the Securities Excleafsgt of 1934, except to the extent
that the Company specifically incorporates the Riglpp reference in any such docume



To the Board of Directors

The Audit Committee reviews the Company's finan@glorting process on behalf of the Board of DwextManagement has the primary

responsibility for the financial statements andrgyorting process. The Company's independent@sdite responsible for expressing an
opinion on the conformity of our audited financiéhtements to generally accepted accounting ptexipVe have reviewed and discussed
with management the Company's audited financiédsteants as of and for the year ended Decembel082., 2

We have discussed with KPMG LLP ("KPMG") the mattezquired to be discussed by Statement on Auditagdards No. 61,
Communication with Audit Committees, as amendedhieyAuditing Standards Board of the American tnti of Certified Public
Accountants. We have received and reviewed théanrdisclosures and the letter from KPMG requirgdnolependence Standard No. 1,
Independence Discussions with Audit Committeesirasnded, by the Independence Standards Board gaediiscussed with the auditors
the auditors' independence.

Based on the reviews and discussions referreddeealve recommend to the Board of Directors thaffithancial statements referred to ab
be included in the Company's Annual Report on FbdaK for the year ended December 31, 2002.

We have also considered whether the provision wices by KPMG not related to the audit of the fioal statements referred to above and
to the reviews of the interim financial statemeantduded in the Company's Forms 10-Q for the qusieaded June 30, 2002 and
September 30, 2002 is compatible with maintainiMG's independence. We note that the interim firsustatements included in the
Company's Form 1@ for the quarter ended March 31, 2002, were resielay Arthur Andersen LLP prior to their dismisaalthe Company
independent public accountants.

The following summarizes the fees (excluding aayét expenses) paid to or due to the Company'sipghindependent public accounts
(KPMG LLP), for significant professional services the period June 14, 2002, the date of KPMG LEERgagement as independent public
accountants, through December 31, 2002 (includdeg billable for audits of the financial statemeftthe Company and subsidiaries for the
year ended December 31, 20C

Audit Fees $ 1,071,00!

All Other Fees:

Audit Related (1. $ 294,00(

Non-Audit Related(2] 75,00(
Total All Other Fees $ 369,00(

Total Fees $ 1,440,00!

(1) Audit related fees consisted principally of feesdtatutory audits of certain foreign subsidiareagdits of financial statements of
employee benefit plans and due diligence services.

(2 Non-audit related fees consisted primarily of fBgax consultation and tax compliance services.
The Audit Committee:
Robert E. Julian, Chairme Richard R. Jaro David C. McCourl

For the year ended December 31, 2(

Compensation Committee

The Compensation Committee determinesahgpensation of the Chief Executive Officer and egis the compensation and stock
option awards of certain other senior executi



Compensation Committee Interlocks and Insider Parttipations

The Compensation Committee of the Compamgists of Michael B. Yanney, David C. McCourt, Mog C. Bay and Richard R. Jaros,
none of whom is an officer or employee of the Conypa

Compensation Committee Report

The Compensation Committee (the "Committee") ipoasible for determining the cash and equity corapgon of James Q. Crowe, Chief
Executive Officer. The Committee reviews and approthe cash compensation of certain of Level Beratenior executives based upon the
recommendations of Mr. Crowe.

Level 3 believes that the compensation levelssoéxecutive officers, who provide leadership anatsgic direction, should consist of:

(i) slightly below-market base salaries; (ii) siigant cash bonus opportunities based on achieveai@bjectives established by Level 3; and
(iii) ownership of Level 3 Common Stock and stogitions to align management's interests with stolcldre’ interests, targeted to provide
opportunities that are comparable to other sinyilaiuated telecommunications and high growth tethgy companies.

Level 3 considers the following factors (rankeaider of importance) when determining compensatioexecutive officers: (i) Level 3's
performance measured by attainment of specificabibjes; (i) the individual performance of each extive officer; (iii) comparative industry
compensation levels; and (iv) historical cash amumensation levels. The comparable industry congigmsdata is based in part on public
telecommunications companies that are includetierNiasdaqg Telecommunications Stock Index, whichakasen as the peer group for the
Performance Graph, and on other publicly tradesctehmunications and high growth technology comsawiéh comparable market
capitalization.

Determination of the Chief Executive Officer's Cemgation

As indicated in the Committee's report for 2004gibering in the late part of 2000, as Level 3 wassitioning from a network construction
and development enterprise to a network servicegaay, it became clear that the communicationsr#iodmation technology industries
were experiencing historic challenges and charges. result of those challenges and changes, thiersaanagement of Level 3, led by
Mr. Crowe, embarked on a program (the "Program@eweelop strategies and tactics to enable Levelcdhtinue to execute on the compa
business plan in the context of the changing enwirent for telecommunications companies. In addjtibe Program was to position the
Company to be able to capitalize on the opportesithat management believes will emerge from thesiry's move toward consolidation
and the inevitable economic recovery.

As articulated in last year's report, the Programt@ined several objectives, including:

. Restructuring of the Level 3 sales strategy totshé emphasis to the world's top consumers of wattd and away from early stage,
less financially stable companies;

. Reducing network, operating and capital expenditasenecessary to align these costs with the Coytgpaxpectations of Level 3's
business prospects as well as adjusting Leveh@gab cost structure to ensure that the Companyrapidly accommodate future
changes to its business prospects;

. Approval by the Board of Directors, including a ity of the non-employee Directors, of a revisadtegic plan that demonstrates
the Company's long-term viability under any reasbnanticipated economic and business downsideast®En(the "Strategic Plan");

. Approval by the Board of Directors, including a ordtly of the non-employee Directors, of a 2002 agieg budget that is consistent
with the Strategic Plan;

. Completion of Level 3's plans to adjust its capstalicture to appropriately align that structuréhwinanagement's expectations of the
Company's business prospects and in accordancewidblines approved by the Board of Directors fitome to time; and

. Completion of the disposition of certain non-cossets identified by senior management and apprioyéde Board of Directors.

Since the completion of the Program was not ardteigh until sometime in the second half of 2002, itk respect to certain efforts, beyond
yea-end 2002, the Committee determined to defer thiesiam regarding the payment of a cash bonus f6d. 26r each of Messrs. Crowe,
O'Hara, Bradbury and Miller until such time as @@mmittee was in a position to judge senior manageghsuccess in implementing the
objectives of the Program.

During the second half of 2002, the Committee assbmanagement's progress in achieving the obgsatifithe Program and determined to
pay cash bonuses to each of Messrs. Crowe, O'Beadbury and Miller with respect to performanceidgr2001. As a result, Mr. Crowe



total cash bonus for 2001 was $2,510,494. In aafdithe Committee determined to pay cash bonuseado of Messrs. Crowe, O'Hara,
Bradbury and Miller with respect to performanceidgr2002. As a result, Mr. Crowe's total cash bdiou2002 was $2,511,862, conditioned
on the completion of the Genuity transaction, whachurred on February 4, 2003.

During 2002, Level 3 did achieve a variety of besi objectives, including the substantial comphetibthe Program's objectives. These 2
achievements include the following.

. During 2002, the Company continued a series afinies started in 2001 to reduce costs. Througbnabination of reductions in
workforce and other cost management programs, timep@ny reduced selling, general and administratbsts by approximately
$250 million. These reductions were coupled wittitfer reductions in planned capital expenditurez062 to $200 million.

. Management presented to the Board of Directorgg@pproval, including a majority of the non-emyde Directors, a revised
Strategic Plan.

. Management also presented to the Board of Direforiss approval, including a majority of the nemployee Directors, an operating
budget for 2002 that was consistent with the SgiatBlan.

. The Company either completed or executed defindiyeements for three strategic acquisitions du2D@g. In connection with the
Company's belief that communications services meetdsubstitutes for existing modes of informatéistribution, during 2002, the
Company completed the acquisition of CorpSoft,,lmthich conducted its business under the name Catgp&oftwaré™ , a global
distributor, marketer and reseller of businessisfe. In addition, during 2002, the Company congaléhe acquisition of Software
Spectrum, Inc., a global business-to-business so#wervices provider. In addition, on Februar2083, Level 3 announced the
acquisition of substantially all of the assets apdrations of Genuity Inc., a Massachusetts-basadder of communications services
("Genuity"). As part of the transaction, Level 3ased most of Genuity's existing customer contrastsin addition, has signed new
multi-year customer contracts that together represemctegh revenue in excess of $1 billion over the ieimg life of the agreement

. During 2002, the Company continued its effortsdjust its capital structure to appropriately aligat structure with management's
expectations of the Company's business prospedtsan

accordance with guidelines approved by the Boatdictors from time to time as demonstrated by:

. the amendment and restatement of the Companysrsatured credit facility;

. continued acquisitions of the Company's long-teabtdn exchange for shares of the Company's constomk, par value $.01
per share; and

. the sale of $500 million aggregate principal amafrthe Company's 9% Junior Convertible Subordih&tetes due 2012 to
Longleaf Partners Funds, Berkshire Hathaway andjlMagson, Inc.

. Throughout 2002, the Company either completedxeceted definitive agreements relating to, the ai#jpn of non-core assets,
which generated approximately $450 million in cgsbss proceeds.

Based on the achievement of these objectives arabfyressively pursuing the implementation of Le/slbusiness plan, Mr. Crowe was
awarded an aggregate of 310,992 Outperform Stodio@pin 2002. Of these 310,992 Outperform Stockidpg, 71,026 were awarded
effective January 1, 2003. Of the Outperform StOgkions awarded to Mr. Crowe in 2001, 597,372 Oditpen Stock Options were granted
in December 2001 pursuant to a modified vestingdule (the "December OSOs"). The December OSOwesli 100% at the end of three
years from the date of graiprovided, however, that the vesting schedule will be modified rettoee to the date of grant to vesting in equal
quarterly installments over a two year period & tbommittee determines that the objectives of thgfam have been achieved. Since the
objectives of the Program have been achievedaittigipated that the Committee will, at its nexdating, exercise its retained discretion to
modify the vesting schedule of 100% of the Decen@®0s.

Equity Compensation

The Committee approves, either directly or throdglegated authority to Level 3's senior managenadiraywards made under the Level 3
1995 Stock Plan. Periodically the Committee appsayrants to existing employees and also approvesdsvio new employees as an
incentive to join Level 3. Awards made to the Comyps named executive officers and certain otherdmployees are approved by a
subcommittee of the Compensation Committee comgpagdiessrs. Bay and Yanney.

The Compensation Committ:



Mogens C. Ba Richard R. Jaro David C. McCourt Michael B. Yanney, Chairme

For the year ended December 31, 2!

Executive Compensation

The table below shows the annual compesrsati the chief executive officer and the next fourst highly compensated executive
officers of the Company for the 2002 fiscal yeae(tNamed Executive Officers").

Summary Compensation Table

Long Term Compensation
Annual Compensation

Securities
Other Annual Restricted underlying All Other
Compensation Stock Options/SARs Compensation
Name and Principal Position Year Salary ($) Bonus ($) %) award(s)(#) #(@1) $)(2)
James Q. Crowe 200z 365,00( 2,511,86: 4,96¢ — — —
CEO 2001 364,42: 2,510,49. 7,96( — — 8,50(
200C 350,00( 1,000,00i! — — — 136,92!
Kevin J. O'Hara 200z 360,00( 1,511,70! 27,23 — — 40,12«
President and COO 2001 357,69: 510,35( 23,96 — — 34,23¢
200C 272,30° 700,00( — — — 99,67¢
R. Douglas Bradbury 2002 300,00t 1,134,75 — — — 46,81
Vice Chairman and Executive Vic 2001 298,46 383,62! — — — 38,53!
President(3 200C 260,00( 400,00( — — — 65,57¢
Charles C. Miller, 1lI 200z 300,00( 1,134,75! — — — 46,81:
Vice Chairman and Executive Vii 2001 300,00( 383,62! — — — 38,56¢
President(4
Howard S. Diamond 2002 388,75 1,294,68 1,24: — — —
Chairman of Information Service:
Group(5)

(1) See discussion below regarding Outperform StockoDmrants.

(2)  The amounts in this column represent (i) amountaddry and bonus forgone by the Named Executifie€d$ pursuant to the Level
Communications, Inc. 1998 Deferred Stock Purchdae he "ShareWorks Match Plan"), (ii) Level 3 gtahg contributions to the
ShareWorks Match Plan on behalf of the Named Exes@fficers, and (iii) year-end contributions teetaccounts of the Named
Executive Officers pursuant to the Level 3 Commatians, Inc. Employee Stock Bonus Plan (the "Shandd/Grant Plan”). These
amounts are held in accounts for the Named Exez@fficers as shares or units of Level 3 Commorrlstbhese amounts represent
the year-end value of such deferrals based oraliedported sale price of the Level 3 Common Stackecember 31, 2002, 2001
and 2000, respectively.

3) Effective December 31, 2002, Mr. Bradbury retirscexecutive Vice President of the Company.
4) Mr. Miller joined the Company as Vice Chairman dfwkcutive Vice President in February 2001.
(5) Mr. Diamond joined the Company as Chairman of Imfation Services Group in June 2002. On April 10932@he Company

announced that effective immediately, Mr. Diamoiag ktepped down from his position as Chairmanefriformation Services
Group.

No Named Executive Officer received anyktoptions (see below for a description of the tgarf Outperform Stock Options to the
Named Executive Officers), stock appreciation sghiSARs") or lon-term incentive performance ("LTIP") payouts foe tfiscal year ended
December 31, 200:



Aggregate Options/SAR Exercises and Fiscal Year En@ption/SAR Value Table

Number of Securities Underlying Value of Unexercised

Unexercised Options/SARs at FY-  In-the-money Options/SARs at FY-
End (#) End ($)(1)
Shares
Acquired on Value

Name Exercise Realized ($) Exercisable Unexercisable Exercisable Unexercisable
James Q. Crow — — — — — —
Kevin J. O'Hare — — 500,00( — — —
R. Douglas Bradbur — — 955,00( — — —

Charles C. Miller, Il — — — — — _

Howard S. Diamon = — — _ — |

Q) On December 31, 2002 (the last trading day of 2002)last reported sale price for the Level 3 CamiStock as reported by The
Nasdaq Stock Market was $4.90.

Outperform Stock Option Grants

The Company's Outperform Stock Option paogis the primary component of Level 3's long té@roentive, stock-based compensation
programs. The OSO program was designed by the Qoyrgzathat the Level 3 Common Stock price mustdase relative to the performance
of a broad-based, market stock index before OS@ehslreceive any return on their options. In otherds, the Level 3 Common Stock price
must pass a "hurdle" of a stock index growth ptaothe OSO having any value upon exercise. Culgthté broad-based, market stock index
used in the OSO program is the Standard & Poofdilex, although the Compensation Committee resettve right to select another broad-
based, market stock index for use in this progidanduly 2000, the Company adopted a convertiblpadivbrm stock option program, ("C-
0OSO") as an extension of the existing OSO plan.drbgram is a component of the Company's ongoingl@mee retention efforts and offers
similar features to those of an OSO, but providesraployee with the greater of the value of a sirgfjlare of the Company's common stot
exercise, or the calculated OSO value of a sin@®a@t the time of exercise. Neither OSOs nor C-Olse a fixed exercise price. Rather,
the exercise price fluctuates with the performasfade Level 3 Common Stock price and the valuthefStandard & Poor's 500 Index.
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The following table summarizes OSO proggrants to the Named Executive Officers during 2002.

OSO Program Grants In Last Fiscal Yeart

Total Number of Awards Value of Total Unexercised
Individual Grants at FY-End (#)(1) In-the Money Awards at FY-End ($)(2)
Number of Expiration

Name Awards Granted Date Exercisable Unexercisable Exercisable Unexercisable
James Q. Crowe
OSO Awards 239,95t 03/01/0¢ 1,004,53. 1,357,22. 4,922,21. 6,650,39
Kevin J. O'Hara
OSO Awards 122,76¢ 03/01/0¢ 513,95: 685,14’ 2,518,36. 3,357,22
R. Douglas Bradbury
OSO Awards 78,12: 03/01/0¢ 327,06( 442 ,62¢ 1,602,59. 2,168,88

Charles C. Miller, Il



OSO Awards 89,28t 03/01/0¢ 373,77¢ 489,31¢ 1,831,51 2,397,66.

Howard S. Diamond
OSO Awards 80,00( 02/25/0¢ — 358,53 — 1,756,80!

T Effective on February 17, 2003, the Board, acthmgugh the Compensation Committee of the Boardrdehed that the irrevocable
waiver by the Company's Group Vice Presidents acth f the members of the Board of their respectifats to exercise any
Outperform Stock Options ("OSOs") or Convertiblet@arform Stock Options ("C-OSOs") granted to thamiry 2001 and the first
quarter of 2002 would be modified to permit thereise of OSOs or @SOs granted to them during 2001 and the firsttquaf 2002
up to an aggregate of 500,000 shares of the Le@arBmon Stock. Mr. James Q. Crowe's waiver ofilistito exercise any OSOs or
C-0SO0s, however, remains in place without modificatThese irrevocable waivers were initially gethby the Company's Group
Vice Presidents and members of the Board in thegf 2002. In the Company's definitive proxy staent for the 2002 Annual
Meeting of Stockholders, the Company indicated &thiough the Company believes that the existimgigrof long term incentive
("LTI") compensation awards were necessary toitratain, motivate and reward the people necgssamplement the Company's
business plan, the Board believes that these le¥&/$| compensation awards could, in the caseetatively strong common stock
price growth (that is, stock price appreciatiort ikan excess of at least 100% per year from cuipeice levels), lead to the need to
use a significant amount of the Company's availahgh for the settlement of OSO exercises. Theexsiof the right to exercise
OSOs and C-OSOs were granted in response to thihildy. In its definitive proxy statement, th@@pany also stated that although
these waivers were granted without any condititims Board reserved the right to modify or termirtatse waivers, in whole or in
part, in its sole discretion, based on among dénprs, the rate at which employees exercise aiastied under the Company's 1995
Stock Plan, the rates of employee attrition, comlgination of these factors or other relevant fegtm determining whether to modify
or terminate, in whole or in part, these waiversrdime.

(1) An OSO award vests in equal quarterly installments two years. No OSO award, including a veste@@®ard, granted prior to
March 1, 2001 can be exercised until the second/arsary of the date of its grant. OSOs awardeet difte March 1, 2001 awards can
be exercised upon vesting. OSOs awarded after Adg@902 can be exercised upon vesting, subjegfptortion of such awards that
can not be exercised until the second anniverdatyeadate of its grant. The OSO awards provideafmeleration of vesting and the
lifting of the two year prohibition on
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exercise (with respect to OSO awards granted pridarch 1, 2001 and OSO awards granted after Augu002) in the event of a
change of control, as defined in the Level 3 198&ISPlan, as amended. The OSOs granted to M&snae, O'Hara, Bradbury,
Miller and Diamond represented approximately, 6.3%%, 2.0%, 2.2% and 2.0%, respectively, of thal taumber of OSOs granted
to all employees during 2002.

2 OSO value at December 31, 2002 has been compused bi@on the OSO formula and multiplier as of tiae and the closing sale
price of the Level 3 Common Stock on that date. Wdlae of an OSO is subject to change based upmopetformance of the Level 3
Common Stock relative to the performance of thex@ied & Poor's 500 Index from the time of the grafrithe OSO award until the
award has been exercised.

Section 16(a) Beneficial Ownership Reporting Compdince

Except as set forth below, to Level 3'swigalge, no person that was a director, executifieesfor beneficial owner of more than 10%
of the outstanding shares of Level 3 Common Staikd to timely file all reports required under Sewc 16(a) of the Securities Exchange .
of 1934. In connection with the distribution of b of Level 3 Common Stock pursuant to the Comgal808 Deferred Stock Purchase |
in 2001, on two separate occasions a Form 4 reygpstich distributions was not timely filed for MessR. Douglas Bradbury, James Q.
Crowe, Sureel A. Choksi, Eric J. Mortensen and JehWaters, Jr. and on one occasion for Mr. Tho@&Stortz. In addition, a Form 4
reporting the acquisition of warrants to purchasgedl 3 Common Stock was not timely filed for Mr.l\idim L. Grewcock, a former director
of the Company.

Directors' Compensation

During 2002, each of the directors of tler@any who were not employed by the Company di20@ earned fees consisting of a
$30,000 annual cash retainer. Messrs. Yanney dizhJach earned an additional $20,000 annual iegamer for serving as chairman of the
Compensation Committee and Audit Committee, re$payt In addition, any member of the Board who was employed by the Company
during 2002 earned a $10,000 annual cash retaineath Board committee membership. In additiooh e@n-employee member of the
Board received a grant of OSOs in March 2002. Me$3aly, Julian and Yanney received a grant of 2380s, and Messrs. Stinson,
McCourt each received a grant of 2,232 OSOs.

Certain Relationships and Related Transactions



The Company permits the personal use @fiitsaft by certain members of senior managemgetiteoCompany. This personal use of the
Company's aircraft is done pursuant to an AircFafie-Share Agreement, which provides that the Compaliycharge the individual the cc
to operate the aircraft as allowed by Part 91 efuhS. Federal Aviation Administration regulatidos personal use of corporate aircraft. The
Company received a total payment in the amountl86%36 from Mr. Crowe under his agreement forpgleod December 1, 2001 to
December 31, 2002, a total payment in the amou186,569 from Mr. Kevin J. O'Hara, President, €Qiperating Officer and Director
under his agreement for the same period and $25rd66Mr. R. Douglas Bradbury, Vice Chairman of eard under his agreement for the
same period.

During 2001 the Company made loans to tee®ecutive officers and employees of the Compaumguant to parameters adopted and
administered by the Compensation Committee of thar@® The parameters were: (i) any loan greater $250,000 must be collateralized
with personal or real property acceptable to then@any; (ii) any loan up to $500,000 must be appddwethe Chief Executive Officer;

(iii) any loan greater than $500,000 must be apgtldwy the Chairman of the Compensation CommittéheoBoard; (iv) the loan shall bear
interest at the prime rate; and (v) at
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any one time, the total loans outstanding shallexeeed $15 million unless this maximum amountadglifired by the Compensation
Committee of the Board. No additional loans weralenduring 2002, and no further loans will be madthe future to executive officers or
directors of the Company. At December 31, 20021aked loans outstanding to all employees, inclgdither officers, was approximately
$3.0 million.

In June 2001, the Company lent $6,000,00drt O'Hara. This loan bore interest at the priatte of interest in effect at the time the Ic
was made. The principal amount of this loan as a®Hhll interest payments were initially payablelane 30, 2002 or at any time prior to that
date without penalty. In addition, the loan wasused by certain of Mr. O'Hara's personal and regperty assets. On March 25, 2002,

Mr. O'Hara repaid $3,709,873 of the principal anmtafrthis loan and interest of approximately $290,1After taking these payments into
account, the outstanding balance of this loan Wa23,126. The interest rate on this loan was &efjusn January 1, 2002, to the prime rate
of interest as of January 1, 2002. Effective Jur002, the maturity date of Mr. O'Hara's loan wasended to be extended to June 30, 2003.
During 2002, this loan was repaid in full, inclugiaccrued and unpaid interest to the date of repaym

In July 2001, the Company lent to Mr. Then@ Stortz, Group Vice President, General CoumsélSecretary of the Company,
$1,000,000. This loan bore interest at the printe odiinterest in effect at the time the loan waslm The principal amount of this loan as
well as all interest payments were initially payabh June 30, 2002 or at any time prior to that dathout penalty. In addition, the loan was
secured by certain of Mr. Stortz's personal antpexperty assets. On March 14, 2002, Mr. Storpa $300,000 of the principal amount of
this loan and interest of approximately $74,60QeAfaking these payments into account, the oudstgrbalance of this loan was $700,000.
The interest rate on this loan was adjusted onalgriy 2002, to the prime rate of interest as Jagnla2002. Effective June 1, 2002, the
maturity date of Mr. Stortz's loan was amendede@xtended to June 30, 2003. During 2002, thisVeanrepaid in full, including accrued
and unpaid interest to the date of repayment.

In October 2001, the Company lent to Mhrl&. Waters, Jr., Group Vice President, Chief Tiettgy Officer of the Company,
$100,000. This loan bore interest at the prime o&faterest at the time the loan was made. Thecgral amount of this loan as well as all
interest payments were initially payable on Jun20D2 or at any time prior to that date withoutadgn The interest rate on this loan was
adjusted on January 1, 2002, to the prime ratatefést as of January 1, 2002. Effective June 02 2he maturity date of Mr. Water's loan
was amended to be extended to June 1, 2003. D20id3, this loan was repaid in full, including aeuland unpaid interest to the date of
repayment.

On February 21, 2002, Level 3 Holdings, Jacwholly owned subsidiary of the Company, agreeacquire from Mr. McCourt, a
director of the Company, his entire interest in &le¥ Telecom Holdings, Inc., the Company's subsjdiaat indirectly holds the Company's
ownership interests in RCN Corporation and Commaithel elephone Enterprises, Inc. The total consititem paid to Mr. McCourt in this
transaction was $15,000,000 and was paid in casla esult of this transaction, Level 3 Telecomditas, Inc. is now an indirect, wholly
owned subsidiary of the Company.

Messers. Scott and Bay are members of ttadBof Directors of Peter Kiewit Sons', Inc. ("PK8s well as members of the Board of the
Company.

On June 18, 1998, Level 3 entered intordraat with PKS for the construction of Level 3&any 16,000 mile North American intercity
network. Construction of the North America inteyaitetwork was completed during 2001. Level 3 has ehtered into various other
agreements with PKS including agreements for constm activities relating to its local networkstgway facilities and its Broomfield,
Colorado, headquarters facilities. For the yeaedridecember 31, 2002, the Company
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paid $9 million in aggregate costs under theseeaageaits to PKS, of which the majority related tonwek construction activities.

The Company issued approximately 9.8 niillicarrants to PKS as payment for certain constactervices rendered in 2001. PKS
subsequently sold equal parts of a total of 3,B®w8arrants to each of Mr. Scott, Chairman of tiear8 and William L. Grewcock, a former
director of the Company. The warrants, which alPMS to purchase Common Stock at $8 per share, fuiyerested at issuance and will
expire on June 30, 2009. The fair value of the args granted in 2001 was $32 million, calculatedgithe Black-Scholes valuation model
with a risk free interest rate of 4.8% and an eagwn date of June 30, 2009. The Company used pacted volatility rate of 70% to value t
warrants. The warrants also contain customarydihtiion protections and registration rights indhgia single demand registration right that
can only be exercised after December 31, 2003 aliohited co-registration or piggyback registratiogghts. PKS has pledged its remaining
warrants as collateral to Level 3 while the twotigarresolve outstanding claims with regard toNloeth American intercity network. In
addition, PKS has pledged a total of $10 millioradditional collateral. If it is determined throutte dispute resolution process, that PKS is
liable for certain claims, these claims may beegttat Level 3's option, by payment of cash by P&ty PKS returning all or part of the
outstanding warrants having equivalent value.

On March 11, 2002, the Company executechar&t Agreement with Mr. Grewcock relating to ibguance of warrants to purchase an
aggregate of 1,514,840 shares of Common Stockeo€dmpany. These warrants were originally issudeki and were subsequently
purchased by Mr. Grewcock from PKS. The warrantelen exercise price of $8.00, are fully vestedexmre on June 30, 2009. The
warrants also contain the same terms, conditiodgights as the warrants issued to PKS and destabeve.

In addition, on April 15, 2002, the Compaxecuted a Warrant Agreement with Mr. Scott raatd the issuance of warrants to
purchase an aggregate of 1,514,840 shares of CorSitonchk of the Company. These warrants were oriinsdued to PKS and were
subsequently purchased by Mr. Scott from PKS. Tagamts have an exercise price of $8.00, are fidsted and expire on June 30, 2009.
The warrants also contain the same terms, condition rights as the warrants issued to PKS andidedabove.

Level 3 and PKS are parties to variousraftoperating agreements pursuant to which PKSiges Level 3 with aircraft maintenance,
operations and related services. During 2002, L&veturred costs to PKS of approximately $429,p06uant to these agreements.

On March 31, 1998, the Company separatedperations of its construction business frondikersified or non-construction related
portion of its business into a new corporation (18plit-off"). In connection with the Split-off, thCompany was renamed "Level 3
Communications, Inc." and the construction busiwess renamed "Peter Kiewit Sons', Inc." Informatwesented in this Proxy Statement
relating to periods prior to March 31, 1998, redai® information for the members of the Companyar8 and executive officers during those
periods. In connection with the Split-off, LevedBd PKS entered into various agreements intendedpgi@ment the Split-off, including a tax-
sharing agreement.

Tax Sharing Agreement.Level 3 and PKS have entered into a tax shagrgement (the "Tax Sharing Agreement") that @sfieach
company's rights and obligations with respect fiicéncies and refunds of federal, state and ot#vezs relating to operations for tax years
portions thereof) ending prior to the Split-off amidh respect to certain tax attributes of Levelr@l PKS after the Split-off. Under the Tax
Sharing Agreement, with respect to periods (oripostthereof) ending on or before the Split-offyeEe3 and PKS generally will be
responsible for paying the taxes relating to sethrns (including any subsequent adjustments megutom the re-determination of such tax
liabilities
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by the applicable taxing authorities) that areclde to the non-construction business and thetieani®n business, respectively.

The Tax Sharing Agreement also providesltbael 3 and PKS will indemnify the other from tan taxes and expenses that would be
assessed on PKS and Level 3, respectively, if phie- & were determined to be taxable, but solelyhe extent that such determination arose
out of the breach by Level 3 or PKS, respectivefycertain representations made to the InternakRe& Service in connection with the
private letter ruling issued with respect to thditSgf. Under the Tax Sharing Agreement, if theliSpff were determined to be taxable for
any other reason, those taxes and certain othes @ssociated with the Split-off (together, "SpfitTaxes") would be allocated 82.5% to
Level 3 and 17.5% to PKS. The Tax Sharing Agreenfewever, provides that Split-off Taxes will béoahted one-half to each of Level 3
and PKS if a Forced Conversion Determination isendd a result of the Forced Conversion Determamatihe Split-off Taxes would be so
allocated. Finally, the Tax Sharing Agreement pilegi under certain circumstances, for certaindigigid damage payments from Level 3 to
PKS if the Split-off were determined to be taxallbjch are intended to compensate stockholderK&f iRdirectly for taxes assessed upon
them in that event. Those liquidated damage paysneoivever, are reduced because of the Forced @iorndetermination.

Mine Management Agreementln 1992, PKS and Level 3 entered into a mineagament agreement (the "Mine Management
Agreement") pursuant to which a subsidiary of PK@wit Mining Group Inc. ("KMG"), provides mine magement and related services for
Level 3's coal mining properties. In consideratidithe provision of such services, KMG receives@adqual to 30% of the adjusted operating
income of the coal mining properties. Level 3 imedrexpenses for services provided by KMG undeMhime Management Agreement of
$7 million for the year ended December 31, 2002 fEnm of the Mine Management Agreement expire3aowary 1, 201¢



In connection with the Split-off, the Mianagement Agreement was amended to provide KM@ aviight of offer in the event that
Level 3 were to determine to sell any or all ofat&l mining properties. Under the right of offeevel 3 would be required to offer to sell
those properties to KMG at the price that Level@id seek to sell the properties to a third pdftikMG were to decline to purchase the
properties at that price, Level 3 would be fresdt them to a third party for an amount greatantbr equal to that price. If Level 3 were to
sell the properties to a third party, thus termnmathe Mine Management Agreement, it would be meglto pay KMG an amount equal to
discounted present value to KMG of the Mine ManagienAgreement, determined, if necessary, by anaégadrprocess.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain infation with respect to the beneficial ownershijefel 3 Common Stock, as of April 14,
2003, by the Named Executive Officers, Level 3tsaidrs, and directors and executive officers gap, and each person known by the
Company to beneficially own more than 5% of thestaniding Level 3 Common Stock.

Percent of Common Stocl
Number of Shares of

Name Common Stocktt Beneficially Owned$
James Q. Crowe(: 6,397,43 1.4
Kevin J. O'Hara(2 2,043,79! *
R. Douglas Bradbury(z 3,617,16! *
Charles C. Miller, 111(4) 615,82:

Howard S. Diamond(t 141,40«

Walter Scott, Jr.(6 37,798,79 7.7%
Mogens C. Bay(7 35,00( *
Arun Netravali(8) 25,04: *
Richard R. Jaros(¢ 3,561,56: *
Robert E. Julian(1C 4,037,34. *
David C. McCourt(11 157,66: *
John T. Reed(1< 31,30: *
Kenneth E. Stinson(1: 967,15t¢ *
Colin V.K. Williams(14) 510,15 *
Michael B. Yanney(15 130,22: *
Directors and Executive Officers as a Group (1%$pes)(16 63,114,64 12.2
Legg Mason, Inc.(17 35,117,14 7.8

* Less than 1%.

T It is the Company's practice to include in thidéathe number of shares of Level 3 Common Stoakailste upon exercise of OSOs, if

any, which are exercisable within 60 days. The @alfithe OSOs is dependent upon the extent to wvithielhevel 3 Common Stock
has outperformed the results of the Standard &'BP&00 Index. The number of shares of Level 3 Com®tock issuable upon
exercise of an OSO has been calculated based hparasing price of the Level 3 Common Stock onilégpr2003. The number of
shares issuable upon exercise of an OSO is therstdaject to change to the extent that the relshipnbetween the price of the
Level 3 Common Stock and the results of the Stah&aPoor's 500 Index change.

¥ Effective on February 17, 2003, the Board, acthmgugh the Compensation Committee of the Boardrdehed that the irrevocable
waiver by the Company's Group Vice Presidents acth f the members of the Board of their respectifats to exercise any
Outperform Stock Options ("OSOs") or Convertiblet@rform Stock Options ("C-OS0Os") granted to thamiry 2001 and the first
quarter of 2002 would be modified to permit thereise of OSOs or @SOs granted to them during 2001 and the firsttquaf 2002
up to an aggregate of 500,000 shares of the Le@arBmon Stock. Mr. James Q. Crowe's waiver ofilistito exercise any OSOs or
C-0SO0s, however, remains in place without modificatThese irrevocable waivers were initially gethby the Company's Group
Vice Presidents and members of the Board in thegf 2002. In the Company's definitive proxy staent for the 2002 Annual
Meeting of Stockholders, the Company indicated &tthiough the Company believes that the existimgnigrof long term incentive
("LTI") compensation awards were necessary to itratain, motivate and reward the people necgssamplement the Company's
business plan, the Board believes that these levels
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1)

()

(3)

(4)

()
(6)

(7)
(8)

(9)

(10)

of LTI compensation awards could, in the case laftineely strong common stock price growth (thatsigck price appreciation that is
in excess of at least 100% per year from curreinepevels), lead to the need to use a signifieambunt of the Company's available
cash for the settlement of OSO exercises. The wavfethe right to exercise OSOs and C-OSOs weaetgd in response to this
possibility. In its definitive proxy statement, tBi@mpany also stated that although these waivers granted without any conditions,
the Board reserved the right to modify or termirthtese waivers, in whole or in part, in its solgcdétion, based on among other
factors, the rate at which employees exercise amiastied under the Company's 1995 Stock Planatbe of employee attrition, or a
combination of these factors or other relevantdia;tin determining whether to modify or terminatewhole or in part, these waivers
over time.

Includes 520,000 shares of Level 3 Common Stoal belThe Cherry Creek Trust, of which Mr. Crowetie sole beneficiary. This
number excludes 2,326,038 of Level 3 Common Stseslable upon the exercise of vested OSOs.

Includes 46,000 shares of Level 3 Common Stock bgldevin J. O'Hara Family LTD Partnership. Inclsd®0,000 shares of Leve
Common Stock subject to vested non-qualified stimtions. Also includes 500,000 shares of Level 8&@on Stock issuable upon
the exercise of vested OSOs, but excludes 6908625 of Level 3 Common Stock issuable upon thecesa=of vested OSOs.
Effective after the Annual Meeting, Mr. O'Hara wilb longer be a member of the Board.

Includes 955,000 shares of Level 3 Common Stocjestito vested non-qualified stock options. Alsolides 500,000 shares of
Level 3 Common Stock issuable upon the exercisested OSOs, but excludes 257,320 shares of Le@eh@mon Stock issuable
upon the exercise of vested OSOs. Effective dfterAnnual Meeting, Mr. Bradbury will no longer ben@mber of the Board.

Includes 500,000 shares of Level 3 Common Stoclalsie upon the exercise of vested OSOs, but exl8a8,500 shares of Level 3
Common Stock issuable upon the exercise of ves&d0

Includes 141,404 shares of Level 3 Common Stoclalsge upon the exercise of vested OSOs.

Includes 99,700 shares of Level 3 Common Stock bglithe Suzanne Scott Irrevocable Trust as to whichScott shares voting and
investment powers and 383,502 shares of Level 3r@mmStock issuable upon conversion of $25 milliopiincipal amount of our
6% convertible subordinated notes that Mr. Scoldi$idn addition, includes 1,514,840 shares of L8#«€ommon Stock issuable upon
the exercise of warrants held by Mr. Scott. Alsdudes 500,000 shares of Level 3 Common Stock idsugon the exercise of ves
OSOs, but excludes 95,039 shares of Level 3 Confback issuable upon the exercise of vested OSOsSttt's business addres
1025 Eldorado Blvd., Broomfield, CO 80021.

Includes 43,762 shares of Level 3 Common Stoclaldsuwpon exercise of vested OSOs.

Includes 25,042 shares of restricted Level 3 ComBtoek issued upon Mr. Netravali's joining the Bban April 16, 2003. Such
shares of Level 3 Common Stock will vest at the efithiree years from the date of grant.

Includes 370,000 shares of Level 3 Common Stoalt bglthe Jaros Family Limited Partnership. Inclugg0,000 shares of Level 3
Common Stock subject to options held by Mr. Jamaludes 42,663 shares of Level 3 Common Stoclaldsuupon the exercise of
vested OSOs.

Includes 1,000,000 shares held by a Julian PrgeitiP, of which Mr. Julian is the sole generatmar Includes 43,762 shares of
Level 3 Common Stock issuable upon the exercisested OSOs.
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(11)

(12)

(13)

(14)

(15)

(16)

Includes 42,663 shares of Level 3 Common Stoclatdsuupon the exercise of vested OSOs.

Includes 1,000 shares of Level 3 Common Stock bglReed Partners, LP, of which Mr. Reed and hisisp@re the sole general
partners.

Includes 42,663 shares of Level 3 Common Stoclatsisupon the exercise of vested OSOs. Effectiter #ie Annual Meeting,
Mr. Stinson will no longer be a member of the Board

Includes 14,000 shares held by The Lanhydrock leichRartnership, of which Mr. Williams is the sobngral partner and 20,000
shares held by Dreason (Bermuda) Limited of whiah Williams is the 70% stockholder. Also include92895 shares of Level 3
Common Stock issuable upon the exercise of vesg&d

Includes 43,762 shares of Level 3 Common Stoclaldsuwupon the exercise of vested OSOs.

Includes 4,395,000 shares of Level 3 Common Stabjest to vested non-qualified stock options, 4,280 shares of Level 3
Common Stock issuable upon exercise of vested @a024,583 shares of Level 3 Common Stock issugime exercise of vested
C-0SO0s. Also includes 1,514,840 shares of Leveb@i@on Stock issuable upon the exercise of warr&xsludes 4,111,637 shares
of Level 3 Common Stock issuable upon exerciseested OSO:s



(17) Legg Mason, Inc.'s address is 100 Light Streetiifdate, Maryland 21202. The following informatiamtiased solely on Legg
Mason, Inc.'s ("Legg Mason") Schedule 13G dated=ely 13, 2003.

Various accounts managed by Legg Mason Funds Mamage Inc., LMM LLC, Legg Mason Capital Managemdnt,., Legg Mason
Wood Walker, Inc. and Perigee Investment Counsel,have the right to receive or the power to ditiee receipt of dividends from,
or the proceeds from the sale of shares of Levllb3such account owns more than 5% of the outstgnshiares of Level 3 Common
Stock. Legg Mason has reported that these accshate the power to vote and/or dispose of the shadreevel 3 Common Stock
reported in the Schedule 13G. The percentage itetiGbove is based upon the shares of Level 3 Con8taxk outstanding as of the
Record Date.
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PERFORMANCE GRAPH

The following performance graph shall netdeemed to be incorporated by reference by mdaarsyajeneral statement incorporating
reference this Proxy Statement into any filing urttie Securities Act of 1933, as amended or thei8exs Exchange Act of 1934, except to
the extent that the Company specifically incorpesatuch information by reference, and shall na¢mifse be deemed filed under such acts.

The graph below compares the cumulativa teturn (stock appreciation plus reinvested diuidis) of the Company's common stock
with three indexes of publicly traded stocks. Ptthe Split-off, the Company had two classesashimon stock, Class C Construction &
Mining Group Restricted Convertible Exchangeablen@mn Stock, par value $.0625 per share (the "@aStock") and Class D Stock.
Beginning in the fourth quarter 1997, the Compafyass D Stock commenced trading on the over-theves market of the National
Association of Securities Dealers, Inc. During fimarth quarter, the only quarter during which tregloccurred, the range of the high and low
bid information for the Class D Stock was $20.4$28.00. The Level 3 Common Stock now trades onN#exlaq National Market under 1
symbol "LVLT." Because the Split-off occurred dugih998, no performance graph information is presfar the Class C Stock. For
performance graph information regarding the Clag&tdck, please see the proxy materials of PetawiKi®ons', Inc.

Pursuant to the terms of the Company'séRestCertificate of Incorporation for all periodggented, other than for the last three qua
of 1998 and subsequent periods, the Company's stask/alued by a formula contained in the Rest@gdificate of Incorporation. Compa
stock was valued at the end of the Company's figeat and the formula value was reduced as divElangl declared during the following
year. For purposes of the graphs, it has been &sktimt dividends were immediately reinvested iditaahal shares of Level 3 Comm:
Stock, although such reinvestment was not permittedtual practice. Although for fiscal years piio 1998, the Company's fiscal year
ended on the last Saturday in December, its s®ckmpared against indexes which assume a fisealeyrling December 31.

The formula value of the Class D Stock Vimsed to the performance of the Company's DiverdilGroup (which are the operations that
remained in the Company after the Split-off), whislprimarily engaged in communications, informatservices and coal mining businesses.

The graph compares the cumulative totailrnedf the Level 3 Common Stock (formerly ClasstbcR) for the five year period 1998 -
2002 with the S&P 500 Index, the Nasdaq Telecomaations Index and the Center for Research in $gdarices' Nasdaq Stocks SIC 504
Index, which includes distributors of software, amgmthers. The graph assumes that the value afivestment was $100 on December 31,
1997, and that any dividends and other distribstiere reinvested. In addition, all stock priced dividends reflect a dividend of one share
of Level 3 Common Stock (formerly Class D Stock)dach outstanding share of Level 3 Common Staectfe August 1998.
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Comparison of 5 Year Cumulative Total Return
Among the Level 3 Common Stock, the Standard & Pods 500 Index
the Nasdaq Telecommunications Index and the CRSP Ndaq Companies in SIC 504 Index
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—®—— Level 3 Common Stock —8— S&PSI0
—e—— NASDAQ TELECOMMUNICATIONS ——d—— CRSP Wasdag Stocks SIC 504
1997 1998 1999 2000 2001 2002
Common Stocl 100.0( 740.3¢ 1405.5¢ 552.4¢ 85.8¢ 84.1:
Standard &Poor's 500 Index( 100.0( 128.5¢ 155.6¢ 141.4¢ 124.68 97.1(
Nasdaq Telecommunications Ind 100.0( 165.0¢ 295.0: 125.7¢ 84.1¢ 38.7i
CRSP Nasdaqg Stocks SIC 504 Inde» 100.0( 140.9¢ 261.4¢ 157.77 125.1¢ 86.5:

Q) Copyright© 2003 Standard & Poor's, a division oETWcGraw-Hill Companies, Inc. All rights reserved.

2) Copyright© 2003 Center for Research in Securitgéxi All rights reserved.

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 tleiidn of the persons named in the proxy to votepifoxy in accordance with the discretior
the persons named in the proxy.

19

STOCKHOLDER PROPOSALS

Any proposal which a stockholder intendgrtesent at the 2004 Annual Meeting must be reddiyel_evel 3 on or before March 20,
2004, but no earlier than February 20, 2004 tanbluded in the proxy material of Level 3 relatimgstich meeting. In addition, such proposal
must also include a brief description of the buséni® be brought before the annual meeting, theklstdder's name and record address, the
number of shares of Level 3 Common Stock whichoareed beneficially or of record by such stockhol@edescription of any arrangements
or understandings between the stockholder and #irgy person in connection with such proposal anydnaaterial interest of such stockholt



in such proposal and a representation that thé&istdder intends to appear in person or by proxhatAnnual Meeting. If the stockholder
wishes to nominate one or more persons for eleetsoa director, such stockholder's notice must ¢pmiph additional provisions as set fol
in the Level 3 By-laws, including certain informati with respect to the persons nominated for elaas directors and any information
relating to the stockholder that would be requieetie disclosed in a Proxy Filing. Any such progesaould be directed to the Secretary,
Level 3 Communications, Inc., 1025 Eldorado Boutdy@8roomfield, Colorado, 80021.
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Level (3)

COMMUNICATIONS
LEVEL 3 COMMUNICATIONS, INC.
ANNUAL MEETING OF STOCKHOLDERS

MONDAY, MAY 20, 2003
9:00 A.M.

THE OMAHA CIVIC AUDITORIUM MUSIC HALL
1804 CAPITOL AVENUE
OMAHA, NEBRASKA 68102

Level (3)m LEVEL 3 COMMUNICATIONS, INC.

COMMUNICATIONS 1025 ELDORADO BOULEVARD, BROOMFIELD, CO 800z REVOCABLE PROXY

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORSIOR USE AT THE ANNUAL MEETING ON MAY 20, 2003.
The shares of stock you hold in your account a dividend reinvestment account will be voted as gpecify below.
IF NO CHOICE IS SPECIFIED, THE PROXY WILL BE VOTEDFOR" ITEMS 1 AND 2.

By signing the proxy, you revoke all prior proxisd appoint Thomas C. Stortz and Neil J. Eckstgid,each of them, with full power of substitutitmyote your shares on the matters
shown on the reverse side and any other mattershwhay come before the Annual Meeting and all adjiments as described in the Notice of Annual Meggéind Proxy Statement dated
April 24, 2003, receipt of which is hereby acknodded.

SEE REVERSE FOR VOTING INSTRUCTIONS.

TO BE SIGNED ON REVERSE SIDE.

COMPANY #
CONTROL #

THERE ARE THREE WAYS TO VOTE YOUR PROXY

YOUR TELEPHONE OR INTERNET VOTE AUTHORIZES THE NAMEPROXIES TO VOTE YOUR SHARES IN THE SAME MANNER A& YOU MARKED, SIGNED AND
RETURNED YOUR PROXY CARD.

VOTE BY PHONE — TOLL FREE 1-800-240-6326 — QUICK EASY — IMMEDIATE

Use any touch-tone telephone to vote your proxh@drs a day, 7 days a week.

You will be prompted to enter your 3-digit Compadymber and your 7-digit Control Number which aredted above.

. Follow the simple instructions the Voice providesly

VOTE BY INTERNET — HTTP://WWW.EPROXY.COM/LVLT/ — QUCK — EASY — IMMEDIATE

Use the Internet to vote your proxy 24 hours a dagays a week.

. You will be prompted to enter your 3-digit Compadymber and your 7-digit Control Number which aredted above to obtain your records and createemtrehic ballot.

VOTE BY MAIL

Mark, sign and date your proxy card and return ihie postac-paid envelope we've provided or return it to Le¥€ommunications, Inc., c/o Shareowner Service3, Box 64873, St



Paul, MN 55164-0873.

IF YOU VOTE BY PHONE OR INTERNET, PLEASE DO NOT MAI L YOUR PROXY CARD

THE BOARD OF DIRECTORS RECOMMENDS A VOTE ROTEMS 1 AND 2.

1.  Election of directors: 01 Arun Netravali 03 Michael B. Yanney O Vote FOR all nominees O Vote WITHHELD
02 John T. Ree from all nominee:

(INSTRUCTIONS: TO WITHHOLD AUTHORITY TO VOTE FOR AN INDICATED
NOMINEE, WRITE THE NUMBER(S) OF THE NOMINEE(S) INHE BOX PROVIDED TO
THE RIGHT.)

2. To transaction such other business as may properhe befor O For O Against O Abstain
the meeting or any adjournments or postponemeatsdfi

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED ABIRECTED OR, IF NO DIRECTION IS GIVEN, WILL BE VOTE FOR EACH PROPOSAL.

Address Change? Mark BaO Indicate changes belo\ Signature(s) in Bo:

Date Please sign exactly as your name(s) appear on Pifdxgld in joint tenancy, all
persons must sign. Trustees, administrators,gtoyld include title and authority.
Corporations should provide full name of corponatamd title of authorized offic:
signing the proxy

QuickLinks

NOTICE OF ANNUAL MEETING OF STOCKHOLDER:

ANNUAL MEETING OF STOCKHOLDERS

SOLICITATION AND VOTING

REELECTION OF CLASS Ill DIRECTORS PROPOSAL

Summary Compensation Table

Aggregate Options/SAR Exercises and Fiscal Year@piibon/SAR Value Table

OSO Program Grants In Last Fiscal Yeart

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANMANAGEMENT
PERFORMANCE GRAPH

Comparison of 5 Year Cumulative Total Return Amadimg Level 3 Common Stock, the Standard & Poor's|BB8x the Nasdaq
Telecommunications Index and the CRSP Nasdaq CaepanSIC 504 Index

OTHER MATTERS

STOCKHOLDER PROPOSAL:



