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AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSIO N ON OCTOBER 10, 1997

REGISTRATION NO. 333-34627

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 205491004

AMENDMENT NO. 1

TO
FORM S-4
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

PKS HOLDINGS, INC.
(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

STATE OF DELAWARE 91-1842817 161,162
(State Or Other Jurisdiction Of (I.LR.S. Emplo yer Identification No.) (Primary Standard In dustrial
Incorporation Or Organization) Classification Code Number)

PETER KIEWIT SONS', INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

STATE OF DELAWARE 47-0210602

1221, 161, 162, 4813, 4911, 7374
(State Or Other Jurisdiction Of (I.LR.S. Emplo yer Identification No.) (Primary Standard In dustrial
Incorporation Or Organization) Classification Code Number)
PKS HOLDINGS, INC. PETE R KIEWIT SONS', INC.
1000 KIEWIT PLAZA 1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131 oM AHA, NEBRASKA 68131
(402) 342-2052 (402) 342-2052

(Address, Including Zip Code, And Telephone Number,
Including Area Code, Of Each Registrant's Principetcutive Offices)

THOMAS C. STORTZ, ESQ. MAT THEW J. JOHNSON, ESQ.
PKS HOLDINGS, INC. PET ER KIEWIT SONS', INC.
1000 KIEWIT PLAZA 1000 KIEWIT PLAZA

OMAHA, NEBRASKA 68131 o) MAHA, NEBRASKA 68131

(402) 342-2052 (402) 342-2052

(Name, Address, Including Zip Code, And Telephomenier, Including Area Code,
Of Each Registrant's Agent For Service)

COPIES TO:

JOHN S. D'ALIMONTE, ESQ.
WILLKIE FARR & GALLAGHER
ONE CITICORP CENTER
153 EAST 53RD STREET
NEW YORK, NEW YORK 10022
(212) 821-8000

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALBFQHE SECURITIES TO THE PUBLIC: As soon as pradtiea
after the satisfaction or waiver of the conditiafishe transaction referred to in this Registratgiatement



If the securities being registered on this Formhaaiag offered in connection with the formationadfiolding company and there is compliance
with General Instruction G, check the following b@k




CALCULATION OF REGISTRATION FEE

PROPOSED MAXIMUM PROPOSED MAXIMUM AMOUNT OF
TITLE OF EACH CLASS OF AMO UNT TO BE OFFERING PRICE PER AGGREGATE OFFERING REGISTRATION
SECURITIES TO BE REGISTERED RE GISTERED SECURITY PRICE FEE
PKS Holdings, Inc.
Common Stock, par value $.01 per share..... 10 ,519,662 $40.00 (1) $420,786,480 (1) $ 127,512+
Peter Kiewit Sons', Inc.
Class R Convertible Common Stock, par value 8 415,730 - - - Rk

$.01 per share, convertible into Class D

Diversified Group Convertible Exchangeable

Common Stock, par value $.0625 per share...
Peter Kiewit Sons', Inc.

Class D Diversified Group Convertible 2 ,566,771(2) $54.25 (3) $456,553,353 (3) $ 138,350**
Exchangeable Common Stock, par value $.0625

per share, issuable upon conversion of the

Class R Convertible Common Stock...........

(1) Estimated pursuant to Rule 457 based on theutar value per share of Class C Stock of Peter Kigons', Inc. (calculated pursuant to its
Certificate of Incorporation) to be received in eange for each share of Common Stock of PKS Hoddihg.

(2) Together with such presently indeterminate neindd shares of such stock as may be issued &k of changes in the conversion rati
the Class R Stock in accordance with the termslag<CR Stock.

(3) Estimated pursuant to Rule 457 based on theutar value per share of Class D Stock (calculatedyant to the Certificate of
Incorporation of Peter Kiewit Sons', Inc.).

* Registration fee has been paid previously.

** The registration fee with respect to the ClasStRck and the Class D Stock into which it converas previously paid with respect to
Warrants and Class D Stock issuable upon exer€ie Warrants that were included in this RegisiraStatement as filed with the
Commission on August 29, 1997. PKS has substitifelass R Stock and the Class D Stock into wihicbnverts for such Warrants and
Class D Stock issuable upon exercise of the Wasrant

THE REGISTRANTS HEREBY AMEND THIS REGISTRATION STAIMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANTS SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMEN SHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES A@F 1933 OR UNTIL THIS REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ATNG PURSUANT TO SAID SECTION 8(a), MAY DETERMINE



EXPLANATORY NOTE
The matters discussed below are referred to hasethe "Transaction.”

Acting pursuant to authority granted to it in thes®ated Certificate of Incorporation (the "PKS @iegte") of Peter Kiewit Sons', Inc.
("PKS"), the Board of Directors of PKS (the "PKSdd") has determined to require, subject to thisfsation of certain conditions, alll
holders of its Class C Construction & Mining Grarpstricted Redeemable Convertible Exchangeable Gon8tock, par value $.0625 per
share ("Class C Stock"), to exchange (the "Shaoh&mnge") such shares for shares of Common Stockghse $.01 per share (the
"Exchanged Shares") of PKS Holdings, Inc. ("PKSdiays"), a newly formed, direct, wholly owned sutiary of PKS which will hold all of
the assets and liabilities of the construction ess of PKS. This Registration Statement conssitateegistration statement of PKS Holdings
with respect to the Exchanged Shares.

Prior to the Share Exchange, PKS will declare &divd of eight-tenths of one share of newly cre@ksds R Convertible Common Stock,
par value $.01 per share ("Class R Stock"), of RiB respect to each then-outstanding share ofsGlaStock. Subject to the terms and
conditions of the Class R Stock to be containethénPKS Certificate, each share of Class R Stotlkowiconvertible into shares of Class D
Diversified Group Convertible Exchangeable Commtotls par value $.0625 per share ("Class D Stock"PKS. The eight-tenths of one
share of Class R Stock will attach to the Excharfsfegire which will be exchanged for such share af€IC Stock in the Share Exchange.
This Registration Statement also constitutes sstegion statement of PKS with respect to the CRa§&tock and the shares of Class D Stock
issuable upon conversion of the Class R Stock.

Although stockholder action with respect to thergHexchange is not required under applicable lath@PKS Certificate, the PKS Board
determined to seek stockholder ratification of Tn@nsaction due to the importance of the Transadtd®KS and PKS stockholders. In
addition, certain pre-Transaction and pdstnsaction changes to the PKS Certificate aregogioposed which require approval of the holc
of Class C Stock, the holders of Class D Stockalhidolders of PKS stock as a group. The amendm@edtrestatement of the Peter Kiewit
Sons', Inc. 1995 Class D Stock Plan is also beiaggmted for the approval of all holders of PKS®lstas a group. The Proxy Statement/Joint
Prospectus included in this Registration Staternenstitutes a proxy statement of PKS with respethé PKS Board's solicitation of such
ratification and approva



PETER KIEWIT SONS', INC.
1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
, 1997
Dear Kiewit Shareholder:

After careful consideration, the Peter Kiewit Soh®t. Board of Directors has decided to sepatseaXonstruction Group and the Diversified
Group into two independent companies. The Boaidikgdctors believes that this separation will enghke Diversified Group to pursue
aggressively its business plan while allowing ttem&ruction Group to focus on its core construcéiad mining businesses.

The enclosed Proxy Statement/Joint Prospectusibdlesarertain transactions and certain amendment@tBKS Certificate of Incorporation
that are intended to accomplish the separationt@netcognize the elimination of the Class C stoddkis' right to convert Class C Stock into
Class D Stock. It also describes the amendmentestdtement of the PKS Stock Option Plan. The Bohmirectors believes that these
transactions, the certificate amendments and ttieroplan amendment and restatement are in thadtesést of PKS and its stockholders,
and unanimously recommends that you vote for duestictions, certificate amendments and the optamgmendment and restatement. We
urge you to read the Proxy Statement/Joint Proapeactrefully and to return your signed proxy assa® possible.

Sincerely yours,
Walter Scott, Jr.
CHAIRMAN OF THE BOARD

AND PRESIDENT



PETER KIEWIT SONS', INC.
1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD , 1997

A special meeting (the "Special Meeting") of stookiers ("PKS Stockholders") of Peter Kiewit Sohst, ("PKS") will be held on, 1997, at
10:00 a.m. local time, at the Cloud Room, Kiewa®, Omaha, Nebraska 68131, to consider and vdteuoiseparate proposals that, as
described more fully in the attached Proxy Statdfdeimt Prospectus, provide for:

1. Ratification of the decision of the Board of &itors of PKS (the "PKS Board") to separate thestantion business of PKS and the
diversified business of PKS into two independemhpanies. The PKS Board would effect this separdiio(i) declaring a dividend of eight-
tenths of one share of newly created Class R CtibhleCommon Stock, par value $.01 per share ("CRiStock"), of PKS with respect to
each outstanding share of Class C Construction &indi Group Restricted Redeemable Convertible Exgbable Common Stock, par value
$.0625 per share ("Class C Stock"), of PKS, anaéusing each outstanding share of Class C Stobk mandatorily exchanged (the "Share
Exchange") by resolution of the PKS Board pursti@rixisting provisions of the PKS Restated Cediftcof Incorporation (the "PKS
Certificate") for one share of Common Stock, pduea.01 per share, of PKS Holdings, Inc., a néfatyned, direct, wholly owned subsidic
of PKS, to which the eight-tenths of one sharelas8€R Stock would attach (collectively, the "Tractfon").

2. Approval of amendments to the PKS Certificalte (initial Certificate Amendments"), to be implembed promptly following approval at
the Special Meeting, to: (i) create the Class RISto be distributed in the Transaction;

(i) increase from 50,000,000 to 500,000,000 thenber of shares of Class D Diversified Group CoribkrtExchangeable Common Stock,
par value $.0625 per share ("Class D Stock"), wRIKIS is authorized to issue and (iii) designatstéres of Class D Stock as "Class D
Stock, Non-Redeemable Series."

3. Approval of amendments to the PKS Certificalte (tPost-Transaction Certificate Amendments" anglether with the Initial Certificate
Amendments, the "Certificate Amendments") to be@#d only if the Transaction is consummated,ifahange the name of PKS from
"Peter Kiewit Sons', Inc." to "Diversified Holdingimc." (PKS following the Transaction is referredas "Diversified Holdings"); (ii)
redesignate Class D Stock as "Common Stock, paev&aD1 per share"; (iii) authorize the issuancseoies of preferred stock, the terms of
which are to be determined by the board of directdDiversified Holdings (the "Diversified Holdis@Board"); (iv) modify the repurchase
rights to which the holders of Class D Stock artitled; (v) delete the provisions regarding ClasSt6ck; (vi) classify the Diversified

Holdings Board; (vii) prohibit stockholder actiog trritten consent; (viii) empower the Diversifiedldings Board, exclusively, to call

special meetings of the stockholders; (ix) reqaisuper-majority vote of stockholders to amenddhersified Holdings by-laws; and (x)
make certain other changes consistent with theedmphtation of the foregoing, as described in ttechéd Proxy Statement/Joint Prospectus.

4. Approval of the amendment and restatement oPtter Kiewit Sons', Inc. 1995 Class D Stock Pthe {Restated Plan").

Holders of record of PKS stock at the close of bess on , 1997 are entitled to notice of and te abthe Special Meeting or any adjournn
or postponement thereof. No business other thamrdugsaction, the Certificate Amendments and th&dked Plan is expected to be
considered at the Special Meeting or at any adjoemt or postponement thereof. This Notice, the P&tatement/ Joint Prospectus and the
accompanying form of proxy are first being mailedPKS Stockholders on or about , 1997.

Although stockholder action with respect to theigHexchange is not required under applicable lath@PKS Certificate, the PKS Board
determined to seek stockholder ratification of Thh@ansaction due to the importance of the TransadtdPKS and PKS Stockholders.
Ratification of the Transactic



requires the affirmative vote of (i) a majoritytble shares of Class C Stock present and votirtiegbpecial Meeting, voting separately as a
class, and

(i) a majority of the shares of Class D Stock présand voting at the Special Meeting, voting safady as a class. Approval of the Certificate
Amendments under Delaware law and the PKS Cettiificequires the affirmative vote of (x) at leas¥86f the outstanding shares of Class C
Stock, voting separately as a class, (y) a majofithe outstanding shares of Class D Stock, vaieparately as a class, and (z) a majority of
the outstanding shares of Class C Stock and Cl&®E&k, voting together. Approval of the RestathPequires the affirmative vote of a
majority of the shares of Class C Stock and Clastdek present and voting at the Special Meetintjing together as a single class.

The PKS Board has unanimously approved the Traiosathe Certificate Amendments and the Restatad Bhd recommends that PKS
Stockholders ratify the Transaction and approveQésdificate Amendments and the Restated Plan. Eerhber of the PKS Board has
indicated to PKS that he intends to vote all ofdfiares of Class C Stock and Class D Stock tg/ riduif Transaction and to approve the
Certificate Amendments and the Restated Plan.

Consummation of the Transaction is subject toicatifon of the Transaction and approval of the iieste Amendments by PKS
Stockholders and the receipt of certain rulingsifithe Internal Revenue Service or a favorable opiof counsel as to certain U.S. federal
income tax consequences of the Transaction. Constiomof the Transaction is not subject to the apakof the Restated Plan. The PKS
Board will retain discretion, even if stockholdatification of the Transaction and approval of @extificate Amendments are obtained and
such rulings or opinion are received, to abandeferdor modify the Transaction if the PKS Boardideds that to do so would be in the best
interests of all PKS Stockholders. Unless the PK&rB determines to extend the date, the PKS Bo#edds to abandon the Transaction if it
is not consummated by October 15, 1998. The PKSBalgo has determined that if the Transactiorotgatified or the Certificate
Amendments are not approved or such rulings oriopiare not received, the PKS Board will not prategth the Transaction. The Post-
Transaction Certificate Amendments will be effecbedy if the Transaction is consummated. The Redt®ian, if approved, will be
implemented as soon as possible after receiptpoagpl.

TO ENSURE YOUR REPRESENTATION AT THE SPECIAL MEET® YOU ARE URGED TO COMPLETE, SIGN AND DATE THE
ENCLOSED PROXY CARD AND RETURN IT AS PROMPTLY AS BS3IBLE IN THE ENCLOSED POSTAGE-PREPAID ENVELOPE.

By order of the Board of Directors,
Secretary

, 1997



INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY

OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REB3RATION STATEMENT BECOMES EFFECTIVE. THIS PROXY
STATEMENT/JOINT PROSPECTUS SHALL NOT CONSTITUTE ADFFER TO SELL OR THE SOLICITATION OF AN OFFER TO
BUY NOR SHALL THERE BE ANY SALE OF THESE SECURITIESI ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR
SALE WOULD BE UNLAWFUL PRIOR TO REGISTRATION OR QUAFICATION UNDER THE SECURITIES LAWS OF ANY SUC

STATE.



SUBJECT TO COMPLETION
PRELIMINARY PROXY STATEMENT/JOINT PROSPECTUS DATED OCTOBER 10, 1997

PETER KIEWIT SONS', INC. PKS HOLDINGS, INC.
1000 KIEWIT PLAZA 1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131 OMAHA, NEBRASKA 681 31

PROXY STATEMENT FOR SPECIAL MEETING/PROSPECTUS
OF
PETER KIEWIT SONS', INC.

PROSPECTUS OF PKS HOLDINGS, INC.
INTRODUCTION

This Proxy Statement/Joint Prospectus is beingghed to stockholders of Peter Kiewit Sons', ladelaware corporation ("PKS"), who

hold either shares of its Class C Construction &iklj Group Restricted Redeemable Convertible Exgbable Common Stock, par value
$.0625 per share ("Class C Stock"), or sharesliass D Diversified Group Convertible Exchanged@bmmon Stock, par value $.0625 per
share ("Class D Stock"), in connection with thedttion of proxies by the Board of Directors di{® (the "PKS Board") for use at a special
meeting of stockholders of PKS (the "Special Magtjirio be held on , 1997, at 10:00 a.m. local tiate¢he Cloud Room, Kiewit Plaza,
Omaha, Nebraska 68131, and at any adjournmentstpguement thereof for the purposes set fortherattompanying Notice of Special
Meeting. At the Special Meeting, holders of ClasStGck and holders of Class D Stock (together, "B kholders™) will be asked to ratify
a proposed transaction (the "Transaction”) to é8eparation of PKS' construction business (then&Baction Group") and its diversified
business (the "Diversified Group" and, togethehwlfite Construction Group, the "Business Groupdig Transaction consists of the Share
Exchange and the Class R Stock Distribution (eashlefined below).

As a result of the Transaction: (i) PKS Holdings;.I("PKS Holdings"), a newly formed, direct, whotiwned subsidiary of PKS, will becor
an independent company, in which PKS no longerheilte an ownership interest, conducting the busioéthe Construction Group, and
each share of Class C Stock outstanding at thedfrttee consummation of the Transaction (the "BffecTime") will be mandatorily
exchanged (the "Share Exchange") for one shar@wofibn Stock, par value $.01 per share ("PKS HokiBigpck"), of PKS Holdings; and
(i) PKS will become an independent company conidgdhe business of the Diversified Group, andghares of Class D Stock outstanding
at the Effective Time and the shares of Class RikStas defined below) distributed in the Class BcBDistribution will constitute the only
outstanding shares of capital stock of PKS. Imntetidollowing the Transaction, PKS Holdings wik benamed "Peter Kiewit Sons', Inc."”
and PKS will be renamed "Diversified Holdings, INEBKS, following the Transaction, is referred tatliis Proxy Statement/Joint Prospectus
as "Diversified Holdings."

Prior to the Effective Time, PKS will declare aidiend (the "Class R Stock Distribution") of eigbtiths of one share of newly created Class
R Convertible Common Stock, par value $.01 peresfig@lass R Stock"), of PKS with respect to ea@ntbutstanding share of Class C
Stock. Subject to the terms and conditions of tles€R Stock to be contained in the Restated @autf of Incorporation of PKS (the "PKS
Certificate"), each share of Class R Stock wilcbavertible into shares of Class D Stock (or fiausithereof) with a value varying from
$15.00 to $25.00 based upon the appraised valaeevage trading price per share of Diversified lwd Stock. Conversion and transfer of
Class R Stock will be subject to significant redtans and conditions. Each eight-tenths of oneesbfClass R Stock distributed in the Class
R Stock Distribution initially will attach to thénare of Class C Stock with respect to which itigdributed and, at the Effective Time, will
attach to the share of PKS Holdings Stock whiatxishanged for such share of Class C Stock in theeIaxchange. PKS will have the right
to redeem all the Class R Stock at a price peresbaual to the par value of Class R Stock if tren$action is abandoned. Persons issued
shares of either Class C Stock or PKS HoldingskStoltowing the record date for the Class R Stodktiibution will not be entitled to

receive Class R Stock with respect to such sha@tesTransaction will be consummated on a date tebermined by the PKS Board after
satisfaction of the conditions of the Transactiee "The Transaction."

The PKS Stockholders are also being asked to appvey separate sets of amendments to the PKS iCateif the "Initial Certificate
Amendments" and the "Post-Transaction CertificateeAdments.” The Initial Certificate Amendments vaoainend the PKS Certificate to
create the Class R Stock to be distributed in ths<CR Stock Distribution, increase from 50,000,@20800,000,000 the number of shares of
Class D Stock which PKS is authorized to issuedegignate 10 shares of Class D Stock as "Clas®tk Stlon-Redeemable Series." If
approved, the Initial Certificate Amendments wi isnplemented promptly following the Special MegtiSee "The Initial Certificate
Amendments." The Post-Transaction Certificate Ammegats would amend the PKS Certificate to changa#émee of PKS to "Diversified
Holdings, Inc.", redesignate Class D Stock as "Comi&tock, par value $.01 per share", modify theirelpase rights to which the holders of
Class D Stock are entitled, delete the provisiegarding Class C Stock, add certain corporate gawvee provisions and make certain other
changes consistent with the foregoing, as desctibegin. If approved, the Post-Transaction CegtécAmendments will be implemented
immediately following the consummation of the Tractson. See "The Post- Transaction Certificate Adneents.” The Initial Certificate
Amendments and the Post-Transaction Certificate idmeents are collectively referred to in this Pr&tsitement/Joint Prospectus as the
"Certificate Amendments." Class D Stock as so ligtesed and modified by the Post-Transaction Geati# Amendments is referred to
herein as "Diversified Holdings Stock."

In addition, PKS Stockholders are being asked ape the amendment and restatement of the Petaritkdons', Inc. 1995 Class D Stc



Plan (the "Restated Plan").

This Proxy Statement/Joint Prospectus constitufgesgpectus under the Securities Act of 1933, asnaed (the "Securities Act"), (i) of PKS
Holdings with respect to the shares of PKS Holdi&tgck to be exchanged for Class C Stock in thesaetion and (i) of PKS with respect
to (a) the shares of Class R Stock to be distribtaéholders of Class C Stock pursuant to the Betien and (b) the shares of Class D Stock
issuable upon conversion of such shares of ClaSt&k.

FOR A DESCRIPTION OF CERTAIN FACTORS THAT SHOULD BEONSIDERED IN CONNECTION WITH THE TRANSACTION,
SEE "RISK FACTORS REGARDING PKS HOLDINGS AFTER THIRANSACTION AND OWNERSHIP OF CLASS R STOCK" ON
PAGE 23 AND "RISK FACTORS REGARDING DIVERSIFIED H@UNGS AFTER THE TRANSACTION" ON PAGE 27.

This Proxy Statement/Joint Prospectus and the ggaoying form of proxy are first being mailed to PE&®ckholders on or about , 1997.
This Proxy Statement/Joint Prospectus is date®7.19

NEITHER THE TRANSACTION NOR THE SECURITIES TO BESSED PURSUANT TO THIS PROXY STATEMENT/JOIN
PROSPECTUS HAVE BEEN APPROVED OR DISAPPROVED BY TBECURITIES AND EXCHANGE COMMISSION OR ANY
STATE SECURITIES COMMISSION. NEITHER THE SECURITIEEIND EXCHANGE COMMISSION NOR ANY STATE SECURITIE
COMMISSION HAS PASSED UPON THE FAIRNESS OR MERITE OHE TRANSACTION OR THE CERTIFICATE AMENDMENTS
OR UPON THE ACCURACY OR ADEQUACY OF THE INFORMATIORONTAINED IN THIS PROXY STATEMENT/JOINT
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISILAWFUL.



AVAILABLE INFORMATION

PKS is subject to the informational requirementthef Securities Exchange Act of 1934 (the "Exchahe®), and in accordance therewith
files reports, proxy statements and other infororatiith the Securities and Exchange Commission"@wnmission"). Such reports, proxy
statements and other information filed by PKS wlith Commission can be inspected, and copies majptaned, at the Public Reference
Section of the Commission, 450 Fifth Street, N.Washington, D.C. 20549, at prescribed rates, akaseit the following Regional Offices
of the Commission: Seven World Trade Center, NewkYNew York 10048; and Citicorp Center, 500 Westdison Street, Suite 1400,
Chicago, Illinois 60661-2511. The Commission alsmntains a web site that contains reports, proagestents and other information
regarding registrants that file electronically witle Commission. The address of such site is httpuiv.sec.gov.

PKS and PKS Holdings have jointly filed a RegistnatStatement on Form S-4 (as amended and incluskhipits, the "Registration
Statement”) with the Commission under the Secsriftiet (i) of PKS Holdings with respect to the sisaoé PKS Holdings Stock to be
exchanged for Class C Stock in the Transaction (i@nof PKS with respect to (x) the shares of Gl&Stock to be distributed to holders of
Class C Stock pursuant to the Transaction anch§/shares of Class D Stock issuable upon convees$isanch shares of Class R Stock. Such
information can be inspected at and obtained floenGommission in the manner set forth above. Ftinén information pertaining to PKS,
PKS Holdings, the Construction Group, the DiveesifiGroup, Class C Stock, Class D Stock, PKS HotdBipck and Class R Stock,
reference is made to the Registration Statemeate®ents contained herein concerning any docuriiedtas an exhibit to the Registration
Statement are not necessarily complete and, inieatdnce, reference is made to the copy of suchrdent filed as an exhibit to the
Registration Statement. Each such statement igfigdah its entirety by such reference.

PKS' publicly available information, including infoation filed with the Commission, includes sepafatancial statements, financial data
and business descriptions for each of the Congru@roup and the Diversified Group. The busind€8KS Holdings after the Transaction
will consist entirely of the business of the Counstion Group. Accordingly, information herein witkspect to the business of PKS Holdin¢
information regarding the Construction Group.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
The following documents, which have been filed B§SRvith the Commission, are incorporated hereimeigrence:
1. Annual Report of PKS on Form 10-K for the fisgahr ended December 28, 1996;
2. Quarterly Report of PKS on Form 10-Q for thertpraended March 31, 1997; and
3. Quarterly Report of PKS on Form 10-Q for thertgraended June 30, 1997.

All documents filed by PKS with the Commission puast to Sections 13(a),

13(c), 14 or 15(d) of the Exchange Act after thiedd this Proxy Statement/Joint Prospectus arat poithe consummation of the Transac
shall be deemed to be incorporated by referent@srProxy Statement/Joint Prospectus and to katehpreof from the date of filing of such
documents. Any statement contained herein or incathent incorporated or deemed to be incorporatedfierence herein shall be deeme
be modified or superseded for purposes of thisy&iatement/Joint Prospectus to the extent thittarsent contained herein or in any other
subsequently filed document which also is or isntleg to be incorporated by reference herein modifiesipersedes such statement. Any
such statement so modified or superseded shallendeemed, except as so modified or supersededngtitute a part of this Proxy
Statement/Joint Prospectus.



THIS PROXY STATEMENT/JOINT PROSPECTUS INCORPORATESCUMENTS BY REFERENCE WHICH ARE NOT
PRESENTED HEREIN OR DELIVERED HEREWITH. THESE DOCHENWTS, OTHER THAN THE EXHIBITS THERETO, ARE
AVAILABLE WITHOUT CHARGE FROM PKS TO EACH PERSONNCLUDING ANY BENEFICIAL OWNER TO WHOM THIS
PROXY STATEMENT/JOINT PROSPECTUS IS DELIVERED, UPAGRE WRITTEN OR ORAL REQUEST OF SUCH PERSON TO
PETER KIEWIT SONS', INC., 1000 KIEWIT PLAZA, OMAHANEBRASKA 68131, ATTENTION: STOCK REGISTRAR (TELERMNE
NUMBER (402) 27-2977). IN ORDER TO ENSURE TIMELY DELIVERY OF SUCBOCUMENTS, ANY REQUEST SHOULD BE
MADE WITHIN 15 BUSINESS DAYS OF THE DATE OF MAILINGOF THIS PROXY STATEMENT/JOINT PROSPECTUS.
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SUMMARY

The following summary is qualified in its entirdty the more detailed information contained elsewlwrincorporated by reference in this
Proxy Statement/Joint Prospectus and the Appenteeto. PKS Stockholders are urged to read tlugyPstatement/Joint Prospectus and
the Appendices hereto in their entirety.

INTRODUCTION

This Proxy Statement/Joint Prospectus is beingghed to PKS Stockholders in connection with tHecgation of proxies by the PKS Board
for use at the Special Meeting. At the Special ileptPKS Stockholders will be asked to ratify thrarfsaction and approve the Certificate
Amendments and the Restated Plan. The Transactibipeaconsummated on a date to be determined &S Board after the satisfaction
of the conditions of the Transaction. See "The $aation." The Initial Certificate Amendments wi# beffected promptly following the
Special Meeting, and the Post-Transaction Certdgidanendments will be effected only if the Trangatis consummated. See "The Initial
Certificate Amendments" and "The Post-Transactiertificate Amendments." The Restated Plan will bee@ffective upon the approval
thereof at the Special Meeting. See "The Restalau'P

THE SPECIAL MEETING

DATE, TIME AND PLACE OF THE SPECIAL MEETING. The &pial Meeting will be held on, 1997, at 10:00 almeal time, at the Cloud
Room, Kiewit Plaza, Omaha, Nebraska 68131.

PURPOSE OF THE SPECIAL MEETING. The Special Meetmbeing held to consider and vote upon (i) redifion of the Transaction, (ii)
approval of the Certificate Amendments and (iiipagval of the Restated Plan.

RECOMMENDATION OF THE PKS BOARD. The PKS Board hasnimously approved the Transaction, the Cert#iganendments and
the Restated Plan and recommends that PKS Sto&kisatatify the Transaction and approve the CeatiicAmendments and the Restated
Plan. For a description of the reasons for the Jaation, see "The Transaction--Background and Respof the Transaction." For a
description of the reasons for the Certificate Admaents and the Restated Plan, see "The Initialficate Amendments", "The Post-
Transaction Certificate Amendments" and "The Redt&®lan”, respectively. Each member of the PKS @bas indicated to PKS that he
intends to vote all of his shares of Class C Stk Class D Stock to ratify the Transaction andpjrove the Certificate Amendments and
the Restated Plan.

SPECIAL MEETING RECORD DATE. PKS Stockholders ashaf close of business on, 1997 (the "Special Mgd&ecord Date") are
entitled to notice of and to vote at the Speciakhtay.

APPRAISAL RIGHTS. PKS Stockholders will not be ¢etll to appraisal rights as a result of the Tratsac

VOTING. Although stockholder action with respecthe Share Exchange is not required under appédali or the PKS Certificate, the P
Board has determined to seek stockholder ratificatif the Transaction due to the importance ofTitamsaction to PKS and PKS
Stockholders. Ratification of the Transaction regsithe affirmative vote of (i) a majority of thiesses of Class C Stock present and voting at
the Special Meeting, voting separately as a cksd (i) a majority of the shares of Class D Stpodsent and voting at the Special Meeting,
voting separately as a class. Approval of the Gemte Amendments under Delaware law and the PK@fiCate requires the affirmative vote
of (x) at least 80% of the outstanding shares a6€IC Stock, voting separately as a class, (y)jarityaof the outstanding shares of Class D
Stock, voting separately as a class, and (z) anhafd the outstanding shares of Class C Stock@lads D Stock, voting together. Approval
of the Restated Plan requires the affirmative obte



majority of the shares of Class C Stock and Clastdgk present and voting at the Special Meetingnyg together.

Each share of Class C Stock and Class D Stocktftegghe "PKS Stock") outstanding at the closbusfiness on the Special Meeting Record
Date is entitled to one vote at the Special Meethgyof the Special Meeting Record Date, there vgbares of Class C Stock and shares of
Class D Stock outstanding and entitled to votdaiSpecial Meeting. The representation in persdaygaroxy of at least a majority of the
outstanding shares entitled to vote is hecessgpyoiade a quorum at the Special Meeting.

SOLICITATION COSTS. PKS will bear the costs of telicitation.
PKS HOLDINGS

The Construction Group's business is conductedoleyabing subsidiaries of Kiewit Construction Grdop. ("KCG"), which is a direct,
wholly owned subsidiary of PKS. Prior to the Sharehange, PKS will contribute all of the capitalck of KCG to PKS Holdings, and KCG
will become a wholly owned subsidiary of PKS Holgln Immediately following the Transaction, PKS Hols will be renamed "Peter
Kiewit Sons', Inc."

The Construction Group and its joint ventures penfa full range of engineering, procurement, cargdton, maintenance, management and
related services for a broad range of public aibpe customers primarily in the United States Gadiada. Contract awards of the
Construction Group during 1996 were distributed agitihe following construction markets: transpodat{including highways, bridges,
airports, railroads and mass transit)--45%, dandsraservoirs--17%, commercial buildings-- 16%, sgavand waste disposal--12%, power,
heat, cooling--4%, water supply--2%, and mining--2%

The Construction Group primarily performs its seed as a general contractor. As a general contralseoConstruction Group is responsible
for the overall direction and management of comsion projects and for completion of each contracticcordance with terms, plans and
specifications. The Construction Group plans ameduales the projects, procures materials, hiregeveras needed and awards subcontracts.
The Construction Group generally requires perforcesand payment bonds or other assurances of apehtiapability and financial capac
from its subcontractors. Several subsidiaries withe Construction Group, primarily in Arizona a@cegon, produce construction materials,
including ready-mix concrete, asphalt, sand angiejra’he Construction Group also has quarrying afp@ns in New Mexico and Wyoming,
which produce landscaping materials and railrodih&ta Kiewit Mining Group, Inc., a subsidiary withthe Construction Group, provides
mine management services to Kiewit Coal Propehties("KCP"), a subsidiary within the Diversifiede@ip, and owns a 47% interest in a
coal mine located in Shelby County, Alabama.

PKS Holdings was incorporated in 1997 as a Delawarporation. Its principal offices are located @00 Kiewit Plaza, Omaha, Nebraska
68131, and its telephone number is (402) 342-2052.

For further information concerning the busines®Kf Holdings, see Appendix A hereto.
DIVERSIFIED HOLDINGS

CURRENT BUSINESS. The Diversified Group engagethainformation services, telecommunications, co@ling and energy businesses,
through ownership of operating subsidiaries, jogniture investments and ownership of substantisitipas in public companies. The
Diversified Group also holds smaller positions inumber of development stage or startup ventures.

The Diversified Group engages in the informatiorviees business through its wholly owned subsidiBtgS Information Services, Inc.
("PKSIS"), which provides computer outsourcing agdtems



integration services to customers in the UnitedeStand abroad. The Diversified Group currentlyageg in the telecommunications business
through ownership of a 48.5% common stock intdrestich of the three public companies (the "C-TE@n@anies") into which C-TEC
Corporation ("C-TEC") split on September 30, 198e C-TEC Companies have interests in the locaptene, video programming, long
distance telephone, communication engineering antpetitive telephone businesses. In September FXS,distributed to holders of Class
D Stock all of the Diversified Group's interestviiFS Communications Company, Inc. ("MFS"). MFS poad a wide range of
telecommunications services to business and gowvarnoustomers. In December 1996, WorldCom, Incuimed MFS in a stock-for-stock
merger.

The Diversified Group engages in the coal miningihess through ownership of a 50% interest in thosg mines managed by the
Construction Group. The Diversified Group engagethé energy business through ownership of: (iy@agmately 30% of the outstanding
stock of CalEnergy Company, Inc. ("CalEnergy"),ublic company engaged in the generation, transamisamnd distribution of electric power
in the United States and abroad,; (i) joint ventaterests in several power plants developed, huilt operated by CalEnergy in the
Philippines and Indonesia (the "Joint Venture Epd?gpjects”); and (iii) ownership of a 30% equityarest in Northern Electric plc, one of
the twelve regional electricity companies createdhe privatization of the electricity industrytine United Kingdom in 1990.

On September 10, 1997, KDG entered into an agreeften”CalEnergy Agreement") pursuant to which KB& agreed to sell to CalEne
all of its interests in CalEnergy, the Joint Vestlinergy Projects and Northern Electric plc. Segpghdix B--Business of Diversified
Holdings--CalEnergy Company, Inc."

For the 1996 fiscal year, the Diversified Group haknues of $652 million. Of those revenues, 6%evegtributable to its information
services business, 56% were attributable to iectghmunications business (giving effect to the olidation of C-TEC's revenues) and 36%
were attributable to its coal mining business. 984, the Diversified Group did not have significegxenues attributable to its energy busi
because revenues from CalEnergy ($576 million @6)9the Joint Venture Energy Projects and Nortli#entric plc are not consolidated
with those of the Diversified Group.

In connection with the Expansion Plan (describddvg the Diversified Group expects to devote sabsally more management time and
capital resources to its information services besinwith a view to making the information servibasiness, over time, the principal business
of KDG. In that respect, the management of the Bified Group intends to conduct a comprehensiveeve of the existing Diversified
Group businesses to determine how those businedifesmplement the Diversified Group focus on infaation services businesses as a
result of the Expansion Plan. For example, the mament of the Diversified Group negotiated the @ali§y Agreement because it believes
that ongoing ownership by the Diversified Grouptefenergy businesses will not be compatible wiHuture focus on the information
services business as a result of the Expansion &tahbecause sale of those assets to CalEnergyrowide a substantial portion of the
money necessary to fund the early stages of tharisipn Plan. In addition, the Construction Groug tire Diversified Group are currently
discussing a number of possible changes to thestieg relationship with respect to the coal minprgperties operated by the Construction
Group. These possible changes include a restragtofithe current mine management arrangement eetie two Business Groups, the
formation of a partnership between the two Busir&ssips to hold all of their interests with resptecthe mining properties, the transfer by
the Diversified Group to the Construction Grouptsfinterests in the mining joint ventures or amottransaction. The Diversified Group's
objectives in any such restructuring would incladeduction in the degree of active participatigritie Diversified Group in the coal mining
business, with a view toward termination of the ésified Group's coal mining activities in the néaure, and current receipt by the
Diversified Group of the longerm value embedded in the coal mining business.Oikersified Group has no current intention td, shspose
or otherwise alter its ownership interest in th& X2 Companies.



EXPANSION PLAN. The Diversified Group recently hdetermined to increase substantially the emphiplades on and the resources
devoted to its information services business, withew to becoming a facilities-based provider (l&provider of information services that
owns or leases a substantial portion of the plaaperty and equipment necessary to provide theséces) of a broad range of integrated
information services to business (the "Expansi@nBI Pursuant to the Expansion Plan, the Divedifsroup intends to expand substantially
its current information services business, throbigth the expansion of the business of PKSIS andrémion, through a combination of
construction, purchase and leasing of facilitied ather assets, of a substantial facilities-basgsthet communications network.

Through PKSIS, the Diversified Group currently gdms the following information services:

- Consulting and implementation services to busiegsvishing to convert existing software systemighvbperate on older computer systems
to newer client server-based systems, with an egiploa Internet connected networks;

- Computer outsourcing services, including netwagkand computing services necessary both for aoldénframe-based systems and newer
client server-based systems; and

- Reengineering services which allow companieto/ert older legacy software systems to modern oded computing systems, with a
focus on reengineering software to enable oldawswé application and data repositories to be astkby Hypertext Markup Language
(HTML)-based browsers ("Web browsers") over theinét or over private or limited access Transmis§lontrol Protocol/Internet Protocol
("TCP/IP") networks.

In order to grow and expand substantially the imfation services provided by the Diversified Grotlng, Diversified Group is developing a
comprehensive plan to construct, purchase and leeakand backbone facilities necessary to progisdde range of Internet-based
communications services. These services include:

- After construction, purchase and lease of loodl leackbone facilities, a range of Internet aceessices at varying capacity levels and, as
technology development allows, at specified lewélguality of service and security; and

- A number of business-oriented communicationsiseswsing a combination of network facilities tieersified Group would construct,
purchase and lease from third parties, which meljude fax services which are transmitted in pagroNMCP/IP networks and are offered at a
lower price than public telephone network-basedskervice and voice message storing and forwardieg the same TCP/IP-based networks.

The Diversified Group believes that, over timepybstantial number of businesses will convert exgsiomputer application systems (which
run on standalone or networked computing platfoutiizing a wide variety of operating systems, aggtions and data repositories) to
computer systems which communicate using TCP/IPaam@ccessed by users employing Web browserdDieesified Group believes that
such a conversion will occur for the following reas:

- TCP/IP has become a de facto networking stansigpgorted by numerous hardware and software verahatsas such, provides a common
protocol for connecting computers utilizing a widgiety of operating systems;

- Web browsers can provide a standardized intetfadata and applications and thus help to minimis of training personnel to access
and use these resources; and

- As a packet-switched technology, in many instand€P/IP utilizes network capacity more efficigrittan the circuit-switched public
telephone network. Consequently, certain servicegiged over TCP/IP networks may be less costly #izch services provided over
telephone network-based services.



The Diversified Group further believes that bussssswill prefer to contract for assistance in mgkhis conversion with those vendors able
to provide a full range of services from initialnswlting to Internet access with requisite quadityl security levels.

Pursuant to the Expansion Plan, the Diversifiedupostrategy will be to attempt to meet this coroneed by: (i) growing and expanding
its existing capabilities in computer network sys$e consulting, outsourcing, and software reengingewith particular emphasis on
conversion of legacy software systems to systenishndre compatible with TCP/IP networks and Webas®rs access; and (ii) creating a
national end-to-end TCP/IP-based network througbrmabination of construction, purchase and leasfragsets. The Diversified Group
intends to optimize this national network to pravidternet-based services to businesses at lowaodshigh quality, and to design the
network, to the extent possible, to more easiljuide future technological upgrades than older, flesible networks owned by competitors.

To direct its new emphasis on these businesseBitieesified Group recruited James Q. Crowe an®&uglas Bradbury, formerly chief
executive officer and chief financial officer, respively, of MFS, as chief executive officer andettiinancial officer, respectively, of Kiewit
Diversified Group Inc. ("KDG"), effective August 1997. The decision to separate the Diversifiedugrand the Construction Group was an
important factor in recruiting Mr. Crowe and Mr.&lbury. See "The Transaction--Background and Pegokthe Transaction" and "Certain
Relationships and Related Transactions."

PKS, which is to be renamed "Diversified Holdinlys." if the Transaction is consummated, was inocaifed in 1941 as a Delaware
corporation. Its principal offices are located @0Q Kiewit Plaza, Omaha, Nebraska 68131, andlgpbe®ne number is (402) 342-2052.

For further information concerning the current bnesis of the Diversified Group, see Appendix B leeret
THE TRANSACTION

PURPOSES OF THE TRANSACTION. The Transaction iened to separate the Business Groups into tw@émdient companies. The
PKS Board believes that separation of the Busi@essips will (i) permit the Diversified Group to ittt and retain the senior management
and employees needed to implement and developitteedified Group's Expansion Plan, including Mro@e and Mr. Bradbury, (ii) enable
the Diversified Group to access the capital marketsder to fund the Expansion Plan on more adgedus terms than would be availabl
the Diversified Group as part of PKS, (iii) enatiie Diversified Group to pursue strategic investte@md acquisitions, as part of the
Expansion Plan, which could be foreclosed to theeBiified Group as part of PKS and (iv) allow thamagement of each Business Group to
focus its attention and financial resources on Ehatiness Group's business. Except for the antaipeaffect of the Transaction on the
management of the Construction Group, the PKS Bdaed not believe that the Transaction will hawe @her significant effect on the
Construction Group. Accordingly, the PKS Board &eldis that the separation of the Business Groupgli® best interests of PKS and the
Business Groups and, therefore, all PKS Stockhslder

The Class R Stock Distribution recognizes the paenalue of the right of holders of Class C Staalconvert Class C Stock into Class D
Stock pursuant to the PKS Certificate (the "Coneerfight"), which will be eliminated by a sepaaatiof the Business Groups. See "The
Transaction--Background and Purposes of the Traéiosat

DESCRIPTION OF THE TRANSACTION. The Transaction simts of the Share Exchange and the Class R StistkliDtion. PKS
Stockholders are being asked to ratify the decisidhe PKS Board to effect the Transaction.

THE SHARE EXCHANGE. The Share Exchange will be eonmated at the Effective Time, which will be a datde determined by the
PKS Board after the satisfaction of the conditiohthe Transaction. At the
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Effective Time, by resolution of the PKS Board puast to existing provisions of the PKS Certificdtee PKS Board will cause each
outstanding share of Class C Stock to be mandatxithanged, pursuant to the Share Exchange, osloare of PKS Holdings Stock.

As a result of the Share Exchange: (i) PKS Holdirgsewly formed, direct, wholly owned subsidiafyP&KS, will become an independent
company, in which PKS no longer will have an owh@rsnterest, conducting the business of the Caotitn Group, and each outstanding
share of Class C Stock at the Effective Time walllandatorily exchanged for one share of PKS HgkiBtock; and (ii) PKS will become an
independent company conducting the business dbiversified Group, and the outstanding shares aE€D Stock at the Effective Time and
the shares of Class R Stock distributed in thesORaStock Distribution will constitute the only standing shares of capital stock of PKS.
Immediately following the Share Exchange, PKS Haddi will be renamed "Peter Kiewit Sons', Inc.", &5 will be renamed "Diversified
Holdings, Inc."

THE CLASS R STOCK DISTRIBUTION. Prior to the Efféet Time, PKS will effect the Class R Stock Distriton by declaring a dividend
of eight-tenths of one share of newly created CRa&tock with respect to each then-outstandingesbb€lass C Stock. Subject to the terms
and conditions of the Class R Stock to be containglde PKS Certificate, each share of Class RISilt be convertible into such number of
shares of Diversified Holdings Stock as equals

(i) a conversion value varying from $15.00 to $26b@&sed upon the appraised value or average tradiceyper share of Diversified Holdin
Stock, divided by (ii) such price per share of Dsiied Holdings Stock. The conversion value widual $25.00 if such price per share of
Diversified Holdings Stock is greater than or eqoa$82.00, subject to certain adjustments. If quate per share of Diversified Holdings
Stock is less than $82.00, the conversion valukegilal $25.00 minus the amount by which $82.0@&eds such price per share, subject to
certain adjustments; provided, however, that thevesion value will in no event be less than $15.00

Conversion and transfer of Class R Stock will bigjestt to significant restrictions and conditionach eight-tenths of one share of Class R
Stock distributed in the Class R Stock Distributioitially will attach to the share of Class C Staeith respect to which it is distributed and,
at the Effective Time, will attach to the shard”{S Holdings Stock which is exchanged for suchelofiClass C Stock in the Share
Exchange. PKS will have the right to redeem all@feess R Stock at a price per share equal to thegbae of such Class R Stock ($.01 per
share) if the Transaction is abandoned. Personedsshares of either Class C Stock or PKS Hold8tgsk following the record date for the
Class R Stock Distribution will not be entitledrexeive Class R Stock with respect to such sh&ess.!"The Transaction--The Class R Stock
Distribution" and "Description of Class R Stock."

Assuming the conversion into Class C Stock of atstanding PKS convertible debentures (other tmgrissued in 1997), the conversion of
1,500,000 shares of Class C Stock in the 1997 GeiorePeriod and an $82.00 appraised value or gedrading price per share of
Diversified Holdings Stock, the Class R Stock idg8ean the Class R Stock Distribution would be ceriple into approximately 8.57% of the
Class D Stock outstanding as of October 1, 1998u/séng that 3,000,000 shares of Class C Stockareected in the 1997 Conversion
Period, such Class R Stock would be convertible aptproximately 6.85% of the Class D Stock outstapds of such date.

CONVERSIONS OF CLASS C STOCK INTO CLASS D STOCK PRIOR TO THE

TRANSACTION. Holders of PKS Holdings Stock (I.Ehetformer holders of Class C Stock) will have rghts comparable to the Convers
Right, which permits holders of Class C Stock towat shares of Class C Stock into Class D Stooks€quently, should the Transaction be
consummated, the conversion election period beggan October 15, 1997 and ending on December%, for conversions effective as of
January 1, 1998 (the "1997 Conversion Period") dda the final opportunity to convert shares ofs§l& Stock into Class D Stock. Holders
of Class C Stock who convert their shares duriegli®97 Conversion Period will not receive shareSlaés R Stock with respect to such
converted shares pursuant to the Class R Stockiliigon.



See "Risk Factors Regarding PKS Holdings Afterftensaction and Ownership of Class R Stock--LosSarfversion Right" and "The
Transaction--The Class R Stock Distribution."

Pursuant to the PKS Certificate, the PKS Boardsleas limit of 3,000,000 on the number of shareSlags C Stock that can be converted
during the 1997 Conversion Period (the "Conversiap"). If shares of Class C Stock in excess ofdbrversion Cap are tendered to PKS
conversion during the 1997 Conversion Period, PHBalect to repurchase the excess shares of @&8ock (on a pro rata basis) for either
cash or a short-term promissory note of PKS, aeteetion of the tendering holder. Tendering haddefrsuch excess stock who are eligible at
that time to own Class C Stock may elect to withdsaich excess shares rather than having them maghsy PKS. See "The Transaction--
Conversion of Class C Stock Prior to the Transactio

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS. PE will request rulings (the "IRS Rulings") from theernal Revenue
Service (the "IRS") to the effect that (i) the Sh&xchange will be treated as a tax-free exchandenSections 355 and 368 of the Internal
Revenue Code of 1986, as amended (the "Code")jixtlge Class R Stock Distribution will be tax-&eAccordingly, for U.S. federal income
tax purposes, no gain or loss will be recognizethieyU.S. holders of Class C Stock or, in gené#5 on the Class R Stock Distribution or
on the Share Exchange. Consummation of the Traosastconditioned upon receipt of the IRS Rulinigswever, at any time before the IRS
Rulings have been issued, PKS may elect to effecTtansaction in reliance on an opinion of couftbel "Tax Opinion") generally to the
effect that the tax consequences described abmddstesult. The receipt of either the IRS Rulingshe Tax Opinion is referred to as the
"Tax Condition." The PKS Board has determined thiite Tax Condition is not satisfied, the PKS Bibarill not proceed with the
Transaction. See "The Transaction-- Certain U.8eFa Income Tax Considerations."

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONSA holder of Class C Stock who, for purposes oflttme Tax

Act (Canada) (the "Canadian Act"), is a residentCahada will (i) be required to include in compgtthe holder's income an amount equal to
the fair market value of any shares of Class RISteceived in the Class R Stock Distribution arndgénerally realize a capital gain on the
exchange of shares in the Share Exchange. SeeTfahsaction--Certain Canadian Federal Income Taxsfderations."

CONVERSION OF THE DEBENTURES. If PKS Stockholdeasify the Transaction, PKS will permit holders tf Series 1993 through 1€
Class C Convertible Debentures (collectively, tbelentures") to convert such Debentures into GlaSsock subsequent to the expiration of
the 1997 Conversion Period and prior to the redatte for the Class R Stock Distribution. Accordindiolders of Debentures who convert
their Debentures into shares of Class C Stockretdleive shares of Class R Stock with respect tb shares in the Class R Stock Distribution
and have such shares exchanged in the Share Exchangial of 388,237 shares of Class C Stock wieldssuable if all of the Debentures
were so converted. See "The Transaction--Converditine Debentures" and "Certain RelationshipsReldted Transactions."

CONDITIONS OF THE TRANSACTION. Consummation of theansaction is subject to ratification of the Tractson and approval of the
Certificate Amendments by PKS Stockholders andfeatiion of the Tax Condition. Consummation of Thansaction is not subject to the
approval of the Restated Plan. The PKS Board ®idlin discretion, even if stockholder ratificatiofithe Transaction and approval of the
Certificate Amendments are obtained and the Taxd@ion is satisfied, to abandon, defer or modifg Wfransaction if the PKS Board belie'
that to do so would be in the best interests dPKIE Stockholders. Unless the PKS Board deternimestend the date, the PKS Board
intends to abandon the Transaction if it is notstmnmated by October 15, 1998. The PKS Board alsalétermined that if the Transactior
not ratified or the Certificate Amendments are aygproved or the Tax Condition is not satisfied, RS Board will not proceed with the
Transaction. The Initial Certificate Amendmentslwi effected promptly following the Special Megtimnd the Post-Transaction Certificate
Amendments will be effected only if



the Transaction is consummated. The Restated iPlpproved, will be implemented as soon as possilter receipt of approval.

If the Transaction is not ratified or the Certifiedmendments are not approved by the PKS Stockhglthe PKS Board intends to assess
other possible courses of action, including thesitibs restructuring of the Transaction and repraposthe restructured Transaction to PKS
Stockholders, the listing of Class D Stock for peiading or the continuation of PKS' existing itajstock structure. The PKS Board's
choice of alternatives will depend upon a numbdrofors that it will be able to evaluate onlylstttime, including the perceived reasons for
the failure of any of the proposals to receive apal, the status of the Expansion Plan, the swittise Diversified Group businesses and the
intentions of Mr. Crowe.

THE CERTIFICATE AMENDMENTS

PKS Stockholders are also being asked to appravE€dntificate Amendments. The Initial Certificatem&ndments would amend the PKS
Certificate by creating the Class R Stock to bérithisted in the Class R Stock Distribution, incliegsfrom 50,000,000 to 500,000,000 the
number of shares of Class D Stock which PKS isai#bd to issue and designating 10 shares of @&8ck as Class D Stock, Non-
Redeemable Series. See "The Initial Certificate Adneents." The Post-Transaction Amendments woulchdrttee PKS Certificate by
changing the name of PKS to "Diversified Holdinlg,.", redesignating Class D Stock as "Common Stpakvalue $.01 per share",
modifying the repurchase rights to which the haddefrClass D Stock are entitled, deleting the piovis regarding Class C Stock, providing
for the classification of the Board of Directorsiifersified Holdings (the "Diversified Holdings Bad"), authorizing the issuance of
preferred stock without stockholder approval, pbitiig stockholder action by written consent, ehiating the ability of stockholders to call
special stockholder meetings, requiring a superrtgjoote to amend the by-laws of Diversified Haigs and making certain other changes
consistent with the implementation of the foregoiag described under "The Post-Transaction Cat#idmendments." If approved, the
Initial Certificate Amendments will be effected prptly following the Special Meeting and the PoséaiTsaction Certificate Amendments will
be effected immediately following the consummatidithe Transaction. See "The Initial Certificate &mments" and "The Post-Transaction
Certificate Amendments.”

Certain of the proposed corporate governance pomgsncluded in the Post-Transaction Certificateelhdments could have the effect of
delaying, deferring or preventing a change in aardf Diversified Holdings, even if such a changeuld be favorable to the interests of the
stockholders of Diversified Holdings, and of limigi any opportunity to realize premiums over prengimarket prices for Diversified
Holdings Stock in connection therewith. See "Rigkters Regarding Diversified Holdings After the fisaction--Certain Limitations on
Changes of Control of Diversified Holdings." The Board has proposed these corporate governanegsiprs with a view toward better
enabling Diversified Holdings to (i) develop itsdiness and foster long-term growth through longyeaplanning, (ii) attempt to avoid the
necessity of sacrificing these plans for the sdlshort-term gains and the disruptions caused pytlanreat of a takeover not deemed by the
Diversified Holdings Board to be in the best instseof Diversified Holdings stockholders and (@l)ow the Diversified Holdings Board to
make a reasoned and unpressured evaluation irvéime @f an unsolicited takeover proposal.

THE RESTATED PLAN AMENDMENTS

In addition, PKS Stockholders are being asked yape the Restated Plan which would amend andtectta Peter Kiewit Sons' Inc. 1995
Class D Stock Plan (the "Original Plan") to (i)iease the number of shares of Class D Stock res&véssuance upon the exercise of stock-
based awards from 1,000,000 to, (ii) provide Far &cceleration of vesting of such awards in trentef a Change Control of PKS (as
defined in the Restated Plan), (iii) allow the Cemgation Committee of the PKS Board to provideaftaix gross-up in the event that awards
granted or vesting pursuant to the Restated



Plan are deemed to be "excess parachute paymeithi the meaning of Section 280G of the Code awvidallow for the grant of stockase(
awards to directors of PKS and KDG who are not alsployees of PKS or KDG.

The Diversified Group believes that implementatidithe Expansion Plan will require it to hire a stamtial number of computer and
engineering professionals, who are presently ih digmand, and other employees. The managemere &fitersified Group believes that t
amendments to the Original Plan are a criticalg@fca comprehensive compensation program thabeilecessary to attract, retain and
motivate those employees and thus to accomplisktpansion Plan.

DIVERSIFIED HOLDINGS RIGHTS PLAN

It is anticipated that the Diversified Holdings Boavill adopt a stockholder rights plan (the "Dis#ied Holdings Rights Plan") at or
following the consummation of the Transaction amddnnection therewith enter into a rights agreer{tbe "Diversified Holdings Rights
Agreement"). A description of the Diversified Haids Rights Plan is being furnished only to noti&/3PStockholders of the anticipated
adoption of such plan by the Diversified HoldingsaBd. PKS Stockholders are not being asked to apph® adoption of the Diversified
Holdings Rights Plan. The Diversified Holdings RiglPlan will have certain anti-takeover effects.ifiplement the Diversified Holdings
Rights Plan, the Diversified Holdings Board willtharize the issuance of one right (a "Diversifiedldings Right") for each share of
Diversified Holdings Stock outstanding as of a@erdate and issued thereafter until the Distriouate (as defined in the Diversified
Holdings Rights Agreement). Each Diversified HolghrRight will entitle the holder to purchase fronvé@sified Holdings one one-
thousandth of a share of a series of preferredkdtobe designated by the Diversified Holdings RBloatra specified initial purchase price that
will be subject to adjustment. The Diversified Halgs Rights expire on the tenth anniversary ofatieption of the Diversified Holdings
Rights Plan, unless extended or earlier redeemddivmrsified Holdings. The Diversified Holdings Ritg will cause substantial dilution to a
person or group that attempts to acquire, or meitie Diversified Holdings without conditioning thaefer on the Diversified Holdings Rigt
being rendered inapplicable. See "The Post-TraiwgaCertificate Amendments-- Diversified HoldinggRts Plan."

RISK FACTORS REGARDING PKS HOLDINGS AFTER THE TRANS ACTION AND OWNERSHIP OF CLASS R STOCK

Persons who will hold PKS Holdings Stock or ClasStBck if the Transaction is consummated shouldsicien carefully risk factors regardi
PKS Holdings and ownership of Class R Stock, iniclgdi) the loss of the right of holders of Clas$&@ck to convert shares of Class C Si
into Class D Stock, (i) limitations on future salef PKS Holdings Stock by PKS Holdings, (iii) limiions on the potential value of Class R
Stock, (iv) limitations on dividend, liquidation dwoting rights of Class R Stock, (v) limitations the conversion and transfer of Class R
Stock, (vi) the potential effect of certain transfef funds from the Construction Group to the Dsified Group upon conversion of Class C
Stock into Class D Stock during the 1997 Conversieriod, (vii) lack of public market for PKS Holdjs Stock, (viii) certain risks associated
with the construction business, (ix) possible adeesffects on the business of the Construction Gresulting from separation of the Busir
Groups, (x) the possibility that business objedigéthe Transaction may not be achieved and IfgiYisk that forward-looking information
included herein may prove inaccurate. See "Riskdfadkegarding PKS Holdings After the Transactind ®wnership of Class R Stock" and
"Risk Factors Regarding Diversified Holdings Aftee Transaction."

RISK FACTORS REGARDING DIVERSIFIED HOLDINGS AFTER T HE TRANSACTION

If the Transaction is consummated, holders of Clas&tock will continue to hold the shares of ClIBsStock which they held immediately
prior to the Effective Time and holders of ClasStGck will receive shares of Class R Stock. Upanfiling of the Post-Transaction
Certificate Amendments, Class D



Stock will be redesignated and modified as DiverdiHoldings Stock. Holders of Class D Stock anals€IC Stock should consider carefully
risk factors regarding Diversified Holdings afteetTransaction, including (i) the possibility tila¢ business objectives of the Transaction
will not be achieved, (ii) the possibility that tlieansaction may not be completed and the potetdisdequences of such a failure to complete
the Transaction, (iii) certain risks relating t@ thxpansion Plan, (iv) the limited market for Disiied Holdings Stock and uncertainties as to
its being listed for trading in the future, (v) pdse effects of modifications of the stock repwash obligations of Diversified Holdings, (vi)
risks relating to the existing businesses of theeRified Group, (vii) the anticipated policy oftDiversified Holdings Board that dividends
will not be paid on Diversified Holdings Stock imet foreseeable future, (viii) possible adverseotéfen the business of Diversified Holdings
resulting from the separation of the Business Gsp(ig) certain limitations on changes in contrbDaversified Holdings and (x) the risk that
forward-looking information included herein may pednaccurate. See "Risk Factors Regarding Divietsifloldings After the Transaction”
and "Risk Factors Regarding PKS Holdings AfterTin@nsaction and Ownership of Class R Stock."
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SUMMARY COMPARISON OF CLASS C STOCK AND PKS HOLDING S STOCK

The following is a summary comparison of the teoh€lass C Stock and PKS Holdings Stock for whiths€ C Stock will be exchanged in
the Transaction. The rights of and restriction$&% Holdings Stock (including dividend rights, reghase rights, and rights to distributions
upon liquidation) under the Restated Certificaténabrporation of PKS Holdings, to be in effecteafthe Transaction is consummated (the
"PKS Holdings Certificate"), will be substantialymilar to those of Class C Stock under the PKSifiste, except that there will be no
rights or restrictions relating to the Class D Ktasppendix D sets forth the proposed form of tieSRHoldings Certificate. The terms of the
PKS Holdings Certificate will be approved by PKS the sole stockholder of PKS Holdings, prior te 8hare Exchange and, accordingly,
PKS Stockholders will not have an opportunity tprye such terms. For more detailed informatiorardig the terms of Class C Stock and

PKS Holding Stock, see "Comparison of Class C Stouk PKS Holdings Stock."

CLAS S C STOCK PKS HOLDINGS STOC K

GENERAL......ccceevvviiiiinns Holders of Class C Stock are Holders of PKS Holdings Sto ck will be
stockholders of PKS, not of the stockholders of PKS Holding s, which
Construction Gro up, and have an will not be a subsidiary of PKS and
interest in the equity and assets of which will own only assets of the
PKS, including t he assets of the Construction Group. PKS Hol dingsis a
Construction Gro up, plus one-half of Delaware corporation.
the unconsolidat ed stockholders'
equity (whether positive or negative)
of PKS itself. P KS is a Delaware
corporation.

DIVIDEND POLICY........cccevuuee Under Delaware | aw and the PKS Under Delaware law and the PKS
Certificate, aft er dividends have been Holdings Certificate, after dividends
declared and set aside for payment or have been declared and set aside for
paid on PKS pref erred stock (if any) payment or paid on PKS Hold ings
having a prefere nce over Class C preferred stock (if any) ha ving a
Stock, dividends on Class C Stock may preference over PKS Holding s Stock,
be declared and paid out of the dividends on PKS Holdings S tock may be
excess, if any, of the amount legally declared and paid out of PK S Holdings
available theref or over the amount  funds legally available the refor. PKS
(the "Available Class D Dividend Holdings intends to continu e the
Amount") equal t o the lesser of (i)  current policy of paying in each year
the amount legal ly available for 15% to 20% of the prior yea r's
payment of divid ends on common stock earnings of the Constructio n Group as
of PKS and (ii) an amount equal to (x) a cash dividend.

a certain value (the "Class D Formula
Value") derived from a formula in the
PKS Certificate, less (y) dividends on
Class D Stock de clared during the
current year. Th e current policy is to
pay in each year 15% to 20% of the
prior year's ear nings of the
Construction Gro up as a cash dividend.

VOTING RIGHTS........eeeeen. Holders of Class C Stock are entitled Holders of PKS Holdings Sto ck will be
to one vote per share on all matters entitled to one vote per sh are on all
submitted to a v ote of the common matters submitted to a vote of the
stockholders of PKS. Holders of Class common stockholders of PKS Holdings.
C Stock are enti tled, as a separate  Holders of PKS Holdings Sto ck will be
class, to elect two-thirds of the PKS entitled to elect the entir e Board of
Board by cumulat ive voting. In Directors of PKS Holdings ( the "PKS
addition, the af firmative vote of both Holdings Board") by cumulat ive
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holders of (i) 8
Class C Stock an
the outstanding
is required to a
fundamental corp
changes in the ¢
PKS.

REPURCHASE RIGHTS................ During the first
calendar month,
shares of Class
demand of a hold
price (the "Clas
determined using
Value (as define
below). The PKS
certain circumst
repurchase oblig
year.

LIQUIDATION RIGHTS............... Upon the liquida
winding up of PK
of PKS and the h
preferred stock
full preferentia
they are entitle
Stock will be en
assets of PKS ba
"C Liquidation A
of which is equa
assets of PKS in
(the "D Liquidat
the value of the
Diversified Grou
equal to one-hal
unconsolidated s
PKS itself. Hold
will receive an
per share out of
Account. After a
share to the hol
out of the D Liqg
the C Liquidatio
Liquidation Acco
make such paymen
remaining therea

S C STOCK PKS HOLDINGS STOC

0% of the outstanding voting. In addition, the su

d (ii) the majority of voting requirements include
voting power of PKS, PKS Certificate with respec
pprove certain C Stock will be included in
orate changes, such as Holdings Certificate with r
apital structure of  PKS Holdings Stock.

15 days of any During the first 15 days of

PKS must repurchase  calendar month, PKS Holding

C Stock upon the required to repurchase shar

er of such stock at a Holdings Stock upon demand
s C Per Share Price") of such stock at the PKS Ho

the Class C Formula Share Price (as defined in

din "--Formula Value" Value" below) determined us

Board may, under Holdings Formula Value (as
ances, suspend its  "--Formula Value" below). P
ation for up to one  intends to implement a prog
allow holders of PKS Holdin
elect to receive installmen
promissory notes as an alte
cash upon PKS Holdings' rep
PKS Holdings Stock. See "Th
Transaction-- Installment N
Program." The PKS Holdings
under certain circumstances
its repurchase obligation f
one year.
tion, dissolution or  Upon the liquidation, disso
S, after the creditors winding up of PKS Holdings,
olders of PKS creditors of PKS Holdings a
(if any) receive the holders of PKS Holdings pre
| amounts to which  stock (if any) receive the
d, holders of Class C preferential amounts to whi
titled to receive entitled, holders of PKS Ho
sed on an account (the Stock will be entitled to r
ccount"), the balance assets available for distri
| to the value of the PKS Holdings stockholders.
excess of an amount
ion Account") equal to
assets of the
p, plus an amount
f of the
tockholders' equity of
ers of Class C Stock
amount equal to $1.00
the C Liquidation
payment of $2.00 per
ders of Class D Stock
uidation Account (and
n Account, if the D
unt is insufficient to
t), any assets
fterin the C
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Liquidation Acco
distributed to t
Stock.

CONVERSION RIGHTS................ As of January 1

FORMULA VALUE

MANDATORY

EXCHANGE...........

of Class C Stock
Class C Stock in
pursuant to the
providing writte
the period from
15 through and i
of the immediate
Shares of Class
convertible into
Class D Stock th
ratio to the num
surrendered for
Class C Per Shar
conversion date
Class D Stock is
the Class D Per
defined below) o
Stock is publicl
closing price of
twenty trading d
date. No convers
into Class D Sto
effective if PKS
Class C or Class
time suspended,
Certificate.

................. The Class C Per

Class C Stock is
at which the Cla
repurchased by P
Class C Formula
Formula Value is
stockholders' eq
the book value o
plant and equipm
stockholders' eq
outstanding PKS
any), and (iii)
Value.

............ If all the asset

the Construction
wholly owned sub
as PKS Holdings)
by a two-thirds
exchange of all

C Stock for the
subsidiary on a
pursuant to this
Share Exchange w
PKS Board.

S C STOCK PKS HOLDINGS STOC

unt will be
he holders of Class C

of each year, a holder Holders of PKS Holdings Sto
may convert shares of have the right to convert t
to Class D Stock Holdings Stock into any sec
Conversion Right by  PKS Holdings or Diversified
n notice to PKS during PKS Holdings intends to imp
and including October program to allow holders of
ncluding December 15 Holdings Stock to elect to
ly preceding year. installment promissory note

C Stock are alternative to cash upon PK

a number of shares of repurchase of PKS Holdings
at bears the same accordance with the terms o
ber of shares Holdings Certificate. See
conversion as the "--Repurchase Rights" above
e Price at the Transaction--Installment No
bears to either (i) if Program."

not publicly traded,

Share Price (as

r (i) if Class D

y traded, the average

Class D Stock for

ays prior to such

ions of Class C Stock

ck will become

" duty to repurchase

D Stock is at the

as provided in the PKS

Share Price at which The "PKS Holdings Per Share
bought and sold, and which PKS Holdings Stock wi
ss C Stock must be  bought and sold, and at whi
KS, is based on the  Holdings Stock must be repu
Value. The Class C  PKS Holdings, is based on a
equal to the formula value (the "PKS Hol
uity of PKS less (i) Formula Value"). The PKS Ho
f certain property, Formula Value is equal to t
ent, (i) the stockholders' equity of PKS
uity attributable to less (i) the book value of
preferred stock (if  property, plant and equipme
the Class D Formula  (ii) the stockholders' equi
attributable to outstanding
Holdings preferred stock (i

s and liabilities of Holders of PKS Holdings Sto
Group are held by a be subject to mandatory exc
sidiary of PKS (such provisions comparable to th

, the PKS Board may, which Class C stockholders
vote, require the subject.

the outstanding Class

common stock of such

pro rata basis. It is

provision that the

ill be effected by the
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OWNERSHIP AND TRANSFERABILITY

RESTRICTIONS

LISTING.........ccee.

REDEMPTION........

................ Class C Stock ma

certain limited
employees of PKS
Shares of Class
to PKS upon deat
employment of an
Class C Stock ma
circumstances, b
D Stock. Pursuan
Certificate and
between PKS and
Stock, the holde
C Stock from PKS
transfers for th
family members o
charitable organ
sell Class C Sto

........ The Class C Stoc

trading on any s
market.

............... Pursuant to the

PKS Board may, u
that the amount
by any PKS emplo
light of such em
contribution, ef
responsibility,

of shares of Cla
employee as itb
appropriate. In
repurchase, such
right to convert
into Class D Sto
to repurchase.

S C STOCK PKS HOLDINGS STOC

y be owned (with PKS Holdings Stock will be
exceptions) only by  certain limited exceptions

and its subsidiaries. to those applicable to Clas

C Stock must be resold only by employees of PKS Ho
h or termination of its subsidiaries. Shares of
employee, except that Holdings Stock must be reso

y, in certain Holdings upon death or term
e converted into Class employment of an employee.
t to the PKS the PKS Holdings Certificat

repurchase agreements repurchase agreements betwe

holders of Class C  Holdings and holders of PKS
rs may only buy Class Stock, the holders will onl
and, except for entitled to buy PKS Holding
e benefit of certain  from PKS Holdings and, exce
f the holders and transfers for the benefit o
izations, may only  family members of the holde
ck to PKS. charitable organizations, m
sell PKS Holdings Stock to
Holdings.
k is not listed for  PKS Holdings Stock will not
tock exchange or for trading on any stock ex
market at the Effective Tim
thereafter.
PKS Certificate, the Pursuant to the PKS Holding
pon a determination  Certificate, the PKS Holdin
of Class C Stock owned may, upon a determination t
yee is excessive in  amount of PKS Holdings Stoc
ployee's level of any PKS Holdings employee i
fort and in light of such employee's
repurchase such number contribution, effort and
ss C stock from such responsibility, repurchase
elieves to be of shares of PKS Holdings S
the event of such such employee as it believe
employee has the appropriate. In the event o
such Class C Stock  repurchase, such employee w
ck as an alternative  have the right to convert s
Holdings Stock into any sec
PKS Holdings or Diversified
as an alternative to repurc
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SUMMARY COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDINGS STOCK

The Post-Transaction Certificate Amendments witlrgle the name of PKS to "Diversified Holdings, 'Ineedesignate Class D Stock as
"Common Stock, par value $.01 per share", modi§yrépurchase rights to which the holders of Clagtdak are entitled, delete the
provisions regarding Class C Stock, add certaipa@te governance provisions and make certain oti@rges consistent with the
implementation of the foregoing, as described Imei®ee "The Post-Transaction Certificate AmendmeAgspendix E-1l sets forth a form of
the restatement of the PKS Certificate after giveffgct to the Initial Certificate Amendments ahd Post-Transaction Certificate
Amendments (the PKS Certificate as so amendedestdted is referred to herein as the "Diversifieddihgs Certificate™). The following is
summary comparison of the terms of Class D Stoférbesuch redesignation and Diversified Holdingscgtafter such redesignation and
other modifications. For more detailed informatregarding the terms of Class D Stock and Diverdifildings Stock, see "Comparison of
Class D Stock and Diversified Holdings Stock."

DIVERSIFIED HOLDIN GS
CLASS D STOCK STOCK

GENERAL.......cccoviiieenne Holders of Class D Stock are Holders of Diversified Holdi ngs Stock,
stockholders of PKS , hot of the together with holders of Cla ss R Stock,
Diversified Group, and have an interest will be stockholders of Dive rsified
in the equity and a ssets of PKS Holdings, which will own the assets of
including the asset s of Diversified the Diversified Group. Diver sified
Group plus one-half of the Holdings is a Delaware corpo ration.
unconsolidated stoc kholders' equity
(whether positive o r negative) of PKS.

PKS is a Delaware ¢ orporation.

DIVIDEND POLICY............... Under Delaware law and the PKS Under Delaware law and the D iversified
Certificate, after dividends have been Holdings Certificate, after dividends
declared and set as ide for payment or  have been declared and set a side for
paid on PKS preferr ed stock (if any)  payment or paid on Diversifi ed Holdings
having a preference over Class D Stock, preferred stock (if any) hav ing a
dividends on Class D Stock may be preference over Diversified Holdings
declared and paid o ut of the Available Stock, dividends on Diversif ied Holdings
Class D Dividend Am ount. Dividends of  Stock and Class R Stock may be declared
$.50 per share were paid on Class D and paid out of Diversified Holdings
Stock in each of 19 96 and 1997. Prior to funds legally available ther efor. Itis
the time the Transa ction is consummated currently anticipated that d ividends
or abandoned, PKS d oes notintendto  will not be paid on Diversif ied Holdings
declare or pay any additional dividends Stock or Class R Stock in th e
on Class D Stock. foreseeable future.

VOTING RIGHTS................. In general, holders of Class D Stock are Holders of Diversified Holdi ngs Stock
entitled to one vot e per share on all  will be entitled to one vote per share
matters submitted t 0 a vote of the on all matters submitted to a vote of
common stockholders of PKS. Holders of the common stockholders of D iversified
Class D Stock are e ntitled, as a Holdings, and, together with holders of
separate class, to elect one-third of  Class R Stock (who are entit led to vote
the PKS Board. Hold ers of Class D Stock for the Diversified Holdings Board on an
have no right to cu mulative voting. In  as converted basis), will el ect the
addition, the affir mative vote of entire Diversified Holdings Board. The

holders of 80% of
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the outstanding Cla
required to change

determining the Cla
or the Class D Form

REPURCHASE

........................ Unless and until CI
publicly traded, PK
shares of Class D S
of a holder of such
first 15 days of an
a price (the "Class
determined using th
Value. The PKS Boar
circumstances, susp
obligation for up t
addition, if more t
of Class D Stock ar
repurchase in any f
Board may elect to
Stock by delivering
notes instead of ca
shares of Class D S
Series will not hav
right.

DIVERSIFIED HOLDIN

D STOCK STOCK

ss D Stock is Diversified Holdings Board w

the formula for classified. Stockholders of

ss D Per Share Price Holdings will have no right
ula Value. cumulative voting. Amendment

By-laws of Diversified Holdi
Diversified Holdings stockho
require the affirmative vote
holders of two-thirds of the
Diversified Holdings Stock.
affirmative vote of holders
Diversified Holdings Stock w
required to amend the formul
determining the Diversified
Share Price or Diversified H
Formula Value (each as defin
Provisions of the Diversifie
Certificate which provide fo
supermajority voting rights
the same supermajority to be
Stockholders of Diversified
will not be entitled to act
consent.

ass D Stock is Unless and until the Diversi

S must repurchase  Holdings Stock is publicly t
tock upon the demand Diversified Holdings will be
stock, during the  repurchase shares of Diversi

y calendar month, at Holdings Stock upon the dema
D Per Share Price") holder of such stock, during

e Class D Formula 15 days of any calendar mont
d may, under certain price (the "Diversified Hold
end its repurchase  Share Price") determined usi

o one year. In formula value described belo
han 10% of the shares "Diversified Holdings Formul
e tendered for The Diversified Holdings Boa

iscal year, the PKS under certain circumstances,
repurchase Class D  repurchase obligation for up
two-year promissory year. In addition, if more t
sh. Holders of the 10 the shares of Diversified Ho
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LIQUIDATION

RIGHTS...............

CONVERSION

RIGHTS..............

......... Upon the liquidatio

winding up of PKS,
of PKS and the hold
stock (if any) rece
preferential amount
entitled, holders o
be entitled to an a
Liguidation Account
Stock will receive
$2.00 per share out
Account (and the C
after the payment o
Class C Stock, if t
Account does not co
funds to make such
remaining thereafte
Liguidation Account
to the holders of C

.......... A holder of Class D
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Class D Stock into
of Class C Stock (u
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DIVERSIFIED HOLDIN
D STOCK STOCK
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Diversified Holdings Stock d
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DIVERSIFIED HOLDIN GS

CLASS D STOCK STOCK

ownership of Class D Stock. restrictions on the transfer or

ownership of Diversified Hol dings Stock.
LISTING.......ovvviieeeenens Class D Stock is no t listed for trading Diversified Holdings does no t expect to

on any stock exchan ge or market. list Diversified Holdings St ock for
trading on a stock exchange or market at
the Effective Time. Diversif ied Holdings
expects that it will not see k such a
listing until it raises capi tal through
a public equity offering or desires to
have a listed equity securit y available
for acquisitions. Any determ ination to
raise public equity capital will depend
on a number of factors inclu ding,
without limitation, Diversif ied
Holdings' capital needs, the
availability and attractiven ess of
alternative sources of capit al, the
performance of Diversified H oldings and
conditions in the public equ ity markets.
Accordingly, no assurance ca n be given
that Diversified Holdings St ock will be
listed for trading in the fu ture, or, if
it is, when such listing wil I be
accomplished or whether an a ctive
trading market will develop or be
sustained.

INSTALLMENT NOTE PROGRAM

If the Transaction is consummated, PKS Holdingsrids to implement a program (the "Installment NRriegram™) to allow holders of PKS
Holdings Stock to elect to receive installment pissary notes of PKS Holdings ("Installment NotesS)an alternative to cash upon PKS
Holdings' repurchase of PKS Holdings Stock in adaace with the terms of the PKS Holdings Certiic&ee "The Transaction-- Installment
Note Program.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF

PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

RESULTS OF OPERATIONS:
Revenue
Net earnings

FINANCIAL POSITION:

Total aSSetS.....cueevvverrieirieiiieeieee
Current portion of long-term debt...............
Long-term debt, less current portion............
Stockholders' equity(4)........cccovvvernneens
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary.......ccoccoevvieeniiiiecieees
Fully diluted..........cooceevineeiinnnnne

Class D Stock:
Primary.......coocovviveiniiiiiiieens
Fully diluted..........coceeviieininnnne

Dividends(5):
Class C StocK........ccceevvveiriiiinninn
Class D StocK........cccceevvveeriiiennnnnn.

Stock Price (6):
Class C StocK........ccceevvieeviiieennnen.
Class D StocK........cccceevvveeriiiinninnn.

Book Value:
Class C StocK........cccevvvveiriiiinninn
Class D StocK........ccceevvieeviieeennnen.

RESULTS OF OPERATIONS:
Revenue.............ccccin
Net earnings.......cccovvveevieeeenineennins
FINANCIAL POSITION:
Total aSSetS.....cveevvveriiiirieeiieeieee
Current portion of long-term debt...............
Long-term debt, less current portion............
Stockholders' equity(4)........cccovveerineens
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary.......ccoccoevvieeniiiiecieees
Fully diluted..........ccoceevinieninnnne
Class D Stock:
Primary.......coccovvveiniiiiiiiecns
Fully diluted..........cccvevinieninnne
Dividends(5):
Class C Stock.
Class D Stock
Stock Price (6):
Class C StoCK.......ceevvvrvieieenineennnen
Class D StoCK.......cceevvrveeiieenineeannnn
Book Value:
Class C StoCK.......ceevvvrvieniienineennnen
Class D StoCK.......ccccvvrcvveireenneennnnn

HISTORICAL PRO
SIX MONTHS ENDED
FISCAL YEAR FIS
ENDED JUNE 30, DEC

SCENA
1995 1996 1996 1997 1

(DOLLARS IN MILLIONS, EXCEPT PER SHARE A

$ 2,867 $ 2,904 $ 1,363 $ 1,381 $
244 221 71 91

$ 3,451 $ 3,548 $ 3,805
42 57 14
370 332 393
1,607 1,819 1,926

$ 778% 1013 $ 346 $ 534
7.62 9.82 3.36 5.13

6.45 4.85 1.54 167 $
6.44 4.85 1.54 1.67

1.05 1.30 0.60 0.70
0.50 050 -- -

3240 40.70 31.80  40.00
4950 5425 4950 54.25

4290 51.02 4534 5538
4949 5423 5422 55.62

SIX MONTHS ENDED
JUNE 30, 1997

$ 161 $ 161

30 31
$ 2639 $ 2,699
1 1
133 133
1,840 1,900

$ 99 $ 1.00
.99 1.00

65.75 65.30

65.76 65.32

FORMA (1)(2)(3)

CAL YEAR ENDED
EMBER 28, 1996

MOUNTS)

285 $ 285
106 108

368 $ 3.65
3.67 3.65



(1) The pro forma results of operations data areprded assuming that the Transaction was consundrmat®ecember 31, 1995 and
December 29, 1996 for the fiscal year ended Dece2®el996 and six months ended June 30, 1997ectésely. The pro forma financial
position data as of June 30, 1997 assume thatrdresdction was consummated as of such date. THenpna financial data of PKS should
read in conjunction with PKS' historical consoligfinancial statements and the notes theretotentPro Forma Financial Data" included
elsewhere herein or incorporated by reference.

(2) The pro forma information assumes, in two safgascenarios, that 1,500,000 shares (Scenariedlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 CorivarPeriod. The PKS Board has set the Conversignv@ach limits to 3,000,000 the
number of shares of Class C Stock that can be ctmu/during the 1997 Conversion Period.

(3) The PKS Board approved the Transaction at eiapmeeting on August 14, 1997. The pro forma ltesaf operations, financial position
and per common share data assume the earningsietdtand balance sheet accounts of the ConstruGtionp have been removed as a r¢
of the Transaction. The operating results and fifemosition of C-TEC have been reflected as aritggnethod investment in the pro forma
data due to C-TEC's restructuring which reduced'Rigfing interest below fifty percent in three segia publicly traded entities. Due to the
pending sale of PKS' energy investments to CalBnehg net earnings attributable to these investsieave been removed from the resul
operations. The pro forma results of such sale baea reflected on the pro forma balance sheet.

(4) The aggregate redemption value of Class C SaadkClass D Stock at June 30, 1997 was $404 miiia $1,333 million, respectively.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.
(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

(5) The 1995 and 1996 Class C Stock dividends @160 and $.70 per share dividends declaredds a8d 1996, but paid in January of
the subsequent year. The 1995 and 1996 Class R 8ividends include $.50 per share dividends dedli@m 1995 and 1996, but paid in
January of the subsequent year. Pro forma dividbads not been presented as the amount of anyedid&that may have been declared i
Transaction had occurred as of the beginning ofglpective periods cannot be determined.

(6) Pursuant to the PKS Certificate, the stockepaalculation of a share of Class C Stock and @eaSsock is computed annually at the end
of the fiscal year, except that adjustments tostbek price to reflect dividends are made at thieetsuch dividends are declared.

See "Selected Historical and Pro Forma FinancighD&Peter Kiewit Sons', Inc." for further infortiem.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA
OF THE CONSTRUCTION GROUP

(To be operated by PKS Holdings, Inc. which willleeamed "Peter Kiewit Sons', Inc." following trensummation of the Transaction)

HISTORICAL PR O FORMA (1)(2)
SIX MONTHS ENDED
FISCAL YEAR FIS CAL YEAR ENDED
ENDED JUNE 30, DEC EMBER 28, 1996
SCENA RIO  SCENARIO
1995 1996 1996 1997 1 2
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)

RESULTS OF OPERATIONS:

REVENUE. ..o $ 2,330 $ 2,286 $ 1,072 $ 1,047 $ 2 286 $ 2,286

Net earnings..........cccvveevveeeeeiiveeninns 104 108 36 50 107 105
FINANCIAL POSITION:

Total aSSetS....uveveeeieiieieiieeeeeeenne $ 977 $ 1,036 $ 1,117

Current portion of long-term debt............. 2 - 2

Long-term debt, less current portion.......... 9 12 16

Stockholders' equity(3)......cccccvvveennnn. 467 562 559
PER COMMON SHARE:

Net earnings:

Primary.......ccocceevvieeiiiiiecieees $ 778 % 1013 $ 346 $ 534 $ 1 121 $ 13.12
Fully diluted.... 7.62 9.82 3.36 5.13 1 121 13.12
Dividends(4)..... 1.05 1.30 0.60 0.70

Stock price(5)... 3240 40.70 31.80 40.00
Book value.........cccceeuvveiiiieeniinenns 4290 51.02 4534 55.38

SIX MONTHS ENDED
JUNE 30, 1997

1 2
RESULTS OF OPERATIONS:
REVENUE........oeeceeeeeee et $ 1,047 $ 1,047
Net earnings..........cccvveevveeeeeiieennnns 49 48
FINANCIAL POSITION:
Total aSSetS....uuuvveeeiiieieiieeeeeeenne $ 1,056 $ 996
Current portion of long-term debt............. 2 2
Long-term debt, less current portion.......... 6 6
Stockholders' equity(3).......ccccovvveernnnen. 505 445
PER COMMON SHARE:
Net earnings:
Primary......cccoooevvenienniesie e $ 592 $ 7.10
Fully diluted.... 5.92 7.10
Dividends(4).....

Stock price(5)... 42.50 43.00
Book value.........cccceeeuvveiiiieeniinnns 55.92 59.09

(1) The pro forma results of operations data areprded assuming the Transaction was consummat&goember 31, 1995 and December
29, 1996 for the fiscal year ended December 286 B9l six months ended June 30, 1997, respectiVely/ pro forma financial position data
as of June 30, 1997 assume that the Transactiocev@simmated as of such date. The pro forma finhdata of the Construction Group
should be read in conjunction with the ConstructBroup's historical financial statements and thiesithereto and the "Pro Forma Financial
Data" included elsewhere herein.

(2) The pro forma information assumes, in two saf@ascenarios, that 1,500,000 shares (Scenariudlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 ConivarPeriod. The PKS Board has set the Conversignv@ach limits to 3,000,000 the
number of shares of Class C Stock that can be ct@a/during the 1997 Conversion Period.

(3) Ownership of Class C Stock is restricted tdairremployees and conditioned upon the executisepurchase agreements which restrict
the employees from transferring the stock. PKS g#lyemust repurchase shares of Class C Stock dporand of the holder of such stock at
the then-applicable Class C Per Share Price, porsodhe PKS Certificate. The aggregate redemptaune of the Class C Stock at June 30,
1997 was $404 million.

(4) The 1995 and 1996 Class C Stock dividends deki60 and $.70 per share dividends declaredds a8d 1996, respectively, but paid in
January of the subsequent year. Pro forma divideads not been presented as the amount of anyedidgdthat may have been declared i
Transaction had occurred as of the beginning ofd¢kpective periods cannot be determit



(5) Pursuant to the PKS Certificate, the stockepdalculation of a share of Class C Stock is cosgbannually at the end of the fiscal year,
except that adjustments to the stock price tocetlevidends are made at the time such dividendslaclared.

See "Selected Historical and Pro Forma FinancighD&the Construction Group" for further informaati
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RISK FACTORS REGARDING PKS HOLDINGS AFTER THE TRANS ACTION AND
OWNERSHIP OF CLASS R STOCK

If the Transaction is consummated, holders of Clas&tock will receive shares of PKS Holdings Stiocke Share Exchange and receive
shares of Class R Stock in the Class R Stock Digign. Holders of Class C Stock should consideefedly, in addition to the other
information set forth in this Proxy Statement/Jénbspectus, the factors set forth below.

LOSS OF CONVERSION RIGHT

Holders of PKS Holdings Stock (I.E., the formerdegs of Class C Stock) will have no rights compkrad the Conversion Right, which
permits holders of Class C Stock to convert shaf&lass C Stock into Class D Stock. Consequeskiguld the Transaction be
consummated, the 1997 Conversion Period would éérhal opportunity to convert shares of Class @ckinto Class D Stock. The PKS
Board has set the Conversion Cap which limits @@3,000 the number of shares of Class C Stockctrabe converted during the 1997
Conversion Period. Since there can be no assuthatthe Transaction will be consummated, holdé@Glass C Stock who convert their
shares of Class C Stock during the 1997 ConveRaiod should consider the potential consequenfcasailure to consummate the
Transaction. See "Risk Factors Regarding Diveiifieldings After the Transaction--No Assurance drisaction Completion” and "--
Potential Consequences of a Failure to Consumrhat&rainsaction."

FUTURE SALES OF PKS HOLDINGS STOCK BY PKS HOLDINGS

PKS offers Class C Stock for sale to employees alhnurhe PKS Board and management select the graptoto whom Class C Stock is to
be offered and determine the number of shares aifered to each such employee based upon consimeni a wide range of factors,
including the employee's effort and relative cdnittion to PKS' economic performance, the employlegtd of responsibility, the potential
displayed by the employee, the employee's leng#ienfice, and the amount of Class C Stock presemthed by the employee. The PKS
Board and management also consider any sales versions of Class C Stock by an employee permitteter the PKS Certificate in
determining whether to offer Class C Stock to tpleyee in the following year and have generallglided to sell Class C Stock to the
employee in the year following such sale or coneers

The PKS Holdings Board and management expect tgioskar criteria in determining the PKS Holdingagoyees to whom PKS Holdings
Stock will be offered, and the number of shareBKE Holdings Stock to be offered to each such eygapin 1998. Accordingly, PKS
Holdings expects that the PKS Holdings Board andagament will not offer PKS Holdings Stock for sale1 998 to a holder of Class C
Stock who has converted Class C Stock during t®& Tbnversion Period. Furthermore, PKS Holdingsdua# intend to modify any criteria
utilized to determine participation in its employsteck ownership program for purposes of enablierg@ns who converted Class C Stock
during the 1997 Conversion Period to restore a evatpe level of holdings of PKS Holdings Stock tels persons through future sales.

LIMITATIONS ON THE VALUE OF CLASS R STOCK

Prior to the Share Exchange, the Class R Stockwitl no dividend, liquidation or voting rights et than as required by law), and if the
Share Exchange is not consummated by October P8, (5@ibject to extension by the PKS Board) wilhtendatorily redeemed by PKS at a
per share price equal to the par value of suchs@®aStock ($.01 per share). See "Description o§€R Stock--Mandatory Redemption.”

After the Share Exchange, the number of shareswafrEified Holdings Stock into which a share of €& Stock may be converted (the
"Conversion Ratio") is not fixed, but is equal be tConversion Value (as defined) divided by thedifrg Price (as defined) of the Diversified
Holdings Stock. As a result,
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the value of a share of Class R Stock is limitetheovalue of shares of Diversified Holdings Staak which such Class R Stock is
convertible, plus the dividend and liquidation igbf such Class R Stock. The Conversion Value thns the value of the shares of
Diversified Holdings Stock into which a share o&&€3 R Stock is convertible, can vary between amini of $15.00 and a maximum of
$25.00, based on the Trading Price and subjeartain adjustments. Although the Class R Stoclkeiagissued in recognition of the
potential value of the Conversion Right, the righita holder of Class R Stock are not the sambeasghts of a holder of Class C Stock with
respect to the Conversion Right. See "Descriptio@lass R Stock."

LIMITATIONS ON DIVIDEND, LIQUIDATION AND VOTING RIG  HTS OF CLASS R STOCK

Prior to the Share Exchange, Class R Stock wilsess no liquidation or dividend rights, and wilspess only those voting rights required by
law. After the Share Exchange, holders of ClassdRISwill possess the right to share in Ordinaryi@@nds (as defined) paid on Diversified
Holdings Stock in an amount per share of ClassdgkSfor fraction thereof) equal to the Ordinary idand paid on the number of shares of
Diversified Holdings Stock into which such shareddéss R Stock (or fraction thereof) could be coteds and Extraordinary Dividends (as
defined) in an amount per share of Class R Stockdotion thereof) equal to one fourth of the Exirdinary Dividend paid on the number of
shares of Diversified Holdings Stock into which s@share of Class R Stock (or fraction thereof) ddad converted. See "Description of C

R Stock--Dividends." It is not anticipated that Bigified Holdings will pay dividends to holdersiversified Holdings Stock or Class R
Stock in the foreseeable future. See "Risk Fa®@garding Diversified Holdings After the Transantidividend Policy."

After the Share Exchange, in the event of any ualgnor involuntary liquidation, dissolution or vdimg up of Diversified Holdings, holders
of Class R Stock will be entitled to be paid rayatnlit of the assets and funds of Diversified Halditegally available for distribution to its
stockholders, after and subject to the paymentlirof all amounts required to be distributed te tiolders of any preferred stock of
Diversified Holdings, in an amount equal to the amtgpaid on the number of shares of Diversifiedditajs Stock into which such share of
Class R Stock (or fraction thereof) could be cotadrsubject to certain adjustments which provéaseong other things, that each share of
Class R Stock will receive no less than one-fooftthe amount of assets to which one share of Bified Holdings Stock would be entitled
upon liquidation, dissolution or winding up. Seee4aription of Class R Stock--Liquidation Rights."

After the Share Exchange, holders of Class R Staltle entitled to vote only for the election afekctors and on such other matters as
required by law. For matters on which holders @3SIR Stock are entitled to vote, each such heldeoe entitled to a number of votes per
share equal to the Conversion Ratio then in effsgtresult, there may be matters affecting PKS ige3ified Holdings on which holders of
Class R Stock may not be entitled to vote, or disholders are entitled to vote, where the numbgotes held by them is much lower than
those held by holders of Diversified Holdings Sto8ke "Description of Class R Stock--Voting Rights.

RESTRICTIONS ON CONVERSION AND TRANSFER OF CLASS R STOCK

A particular share of Class R Stock (or fractioardof) may be converted into Diversified Holdindeck only during certain periods (each, a
"Conversion Period"), and only if one of certairesified events has occurred (the "Conversion Cardit. A Conversion Period occurs (x) if
the Diversified Holdings Stock is not publicly tesd] for a 25-day period each year following theppration of a valuation used to determine
the Conversion Ratio of the Class R Stock, withfitst such period following December 31, 1999, @yxiif the Diversified Holdings Stock
publicly traded, for a period of six business dagsh month, with the first such period following @ys (subject to extension to 180 days)
after the Diversified Holdings Stock becomes puplicaded. The Conversion Condition with respeca farticular share of Class R Stock is
the earlier to occur of: (i) the repurchase or nepigon by PKS Holdings of the share of
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PKS Holdings Stock to which such share of Classomi@on Stock (or fraction thereof) is attached;t(ig exchange of the share of PKS
Holdings Stock to which such share of Class R Com@twck (or fraction thereof) is attached into &eotclass of stock or securities of PKS
Holdings intended to be issued primarily to perdeasing employment of PKS Holdings; and (iii) Apkb, 2006. Notwithstanding any of t
foregoing limitations, Class R Common Stock willdenvertible after the occurrence of a change aofrobof Diversified Holdings. See
"Description of Class R Stock."

Class R Stock may not be transferred prior to ther&Exchange. Following the Share Exchange aod farithe first day on which the
Conversion Condition with respect to a particulzare of Class R Stock (or fraction thereof) becosatisfied (the "Restricted Period
Termination Date"), such share of Class R StocKrémtion thereof) may only be transferred (a) fedbsified Holdings or its designee (a
"Permitted Transfer"), or (b) in a simultaneous$fer to the same transferee with the share of R&l8ings Stock to which such share of
Class R Stock (or fraction thereof) is attached"fsttached Transfer") provided that such transfesuch share of PKS Holdings Stock is
permitted by the PKS Holdings Certificate. Aftérttie Share Exchange and (ii) the Restricted P&radchination Date with respect to a
particular share of Class R Stock (or fraction ¢lofy, such share of Class R Stock (or fractiongbBrwill be freely transferable.

TRANSFERS FROM THE CONSTRUCTION GROUP

Whenever Class C Stock is converted into Classdok$it has been PKS' practice (although the tevfitke PKS Certificate do not require
that it do so) to transfer funds from the ConsinrcGroup to the Diversified Group, in an amouni&do the aggregate Class C Per Share
Price of the Class C Stock so converted, in orgi&tr the conversion will not have the effect of tlilg the Class D Formula Value. PKS will
take the same action with respect to Class C Stonkerted into Class D Stock during the 1997 CaiverPeriod. Thus, the more Class C
Stock that is converted during the 1997 ConverBieriod, the greater the funds that will be transfitfrom the Construction Group to the
Diversified Group. For example, if 1,500,000 shak€lass C Stock were converted into Class D Sthwing the 1997 Conversion Period,
PKS would transfer $72,000,000 from the Construc@voup to the Diversified Group; if 3,000,000 sisof Class C Stock were converted
into Class D Stock during the 1997 Conversion ReRKS would transfer $144,000,000 from the Comsimn Group to the Diversified
Group (calculated in each case assuming a yeat@9id Class C Per Share Price of $48.00). PursaahetPKS Certificate, the PKS Board
has set the Conversion Cap, which limits to 3,000 e number of shares of Class C Stock that easobverted during the 1997 Convers
Period. The Construction Group will be requiredbtorow funds to make the appropriate transfer. dégree to which PKS Holdings is
required to become leveraged could, under certesnrostances, limit its financial and operatingitglity. See "The Transaction--
Conversion of Class C Stock Prior to the Transactio

NO PUBLIC MARKET FOR PKS HOLDINGS STOCK

The PKS Certificate and repurchase agreements batRKS and holders of Class C Stock substantiedlirict the transfer of shares of Class
C stock. Consequently, there is no public markeCiass C Stock. The PKS Holdings Certificate aaplrchase agreements to be executed
between PKS Holdings and holders of PKS HoldinggISwill contain comparable restrictions on transféhus, there will be no public
market for PKS Holdings Stock. See "Comparisonlas€ C Stock and PKS Holdings Stock."

RISKS ASSOCIATED WITH THE CONSTRUCTION BUSINESS

The risks associated with the business of the @actatn Group include all of the risks attendanaiy construction business, including the
impact on the construction industry of changesatiomal and regional economies, the cyclical natdithe construction business, the risk of
bankruptcy of, or non- payment by, owners, the akkost overruns and job losses on particulargutsj risks associated with
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increasing competition in the construction busin#ss risks of foreign construction operations, #relcosts and restraints imposed upon
operation by regulatory requirements.

EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Construction Group from time to time has perfed construction services for Diversified Group pamies. For example, the
Construction Group is currently building three loé tJoint Venture Energy Projects. See "AppendiBBsiness of Diversified Holdings--
International Energy." The Construction Group adsoformed services for MFS during the early stagfetevelopment when MFS was
controlled by the Diversified Group. If the Busis€sroups were to continue to be affiliated, itdasgible that similar construction
opportunities would be presented to the ConstrandBooup in the future. If the Transaction is conmated and the Business Groups are no
longer affiliated, such opportunities might notabailable to the Construction Group to the samerexs before the Transaction.

NO ASSURANCE OF ACHIEVEMENT OF BUSINESS OBJECTIVE

The PKS Board believes that separation of the BssiitGroups will allow the management of the Conttrm Group to focus its attention &
financial resources on its business. Although PEl&tes that the Transaction will enable PKS Haiddito achieve this objective, there can
be no assurance as to whether and to what exisriiukiness objective of the Transaction will bkieeed if the Transaction is consummat
See "The Transaction--Background and Purposesdfthnsaction."

FORWARD-LOOKING INFORMATION MAY PROVE INACCURATE

This Proxy Statement/Joint Prospectus containgiceidrward-looking statements and informationtia@to PKS Holdings that are based on
the beliefs of PKS or management of PKS or the €oatson Group as well as assumptions made by @fiodmation currently available to
PKS or such managements. When used in this docuthentvords "anticipate”, "believe", "estimate" dedpect” and similar expressions, as
they relate to PKS or PKS Holdings or the manageémeRKS or the Construction Group, are intendei¢émtify forwardiooking statement
Such statements reflect the current views of PKB®iConstruction Group with respect to future és@md are subject to certain risks,
uncertainties and assumptions, including the @skdrs described in this Proxy Statement/Jointg&ratsis. Should one or more of these risks
or uncertainties materialize, or should underly@isgumptions prove incorrect, actual results may reaterially from those described herein

as anticipated, believed, estimated or expectedh&ePKS nor PKS Holdings intends to update tHesgard-looking statements.
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RISK FACTORS REGARDING DIVERSIFIED HOLDINGS AFTER T HE TRANSACTION

If the Transaction is consummated, holders of Ca&tock will continue to hold the shares of ClBsStock which they held immediately

prior to the Effective Time and holders of ClasStGck will receive shares of Class R Stock. Upbndiof the Post-Transaction Certificate
Amendments, Class D Stock will be redesignatedmnaadified as Diversified Holdings Stock. Holders@lass C Stock and Class D Stock
should consider carefully, in addition to the othormation set forth in this Proxy Statement/ddtnospectus, the factors set forth below.

NO ASSURANCE OF ACHIEVEMENT OF BUSINESS OBJECTIVES

The Transaction is intended, among other thing§) fmermit the Diversified Group to attract andaia the senior management and emplo
needed to implement and develop the Diversifiedu@Expansion Plan, including James Q. Crowe aridoRglas Bradbury, (ii) enable the
Diversified Group to access the capital marketsrder to fund the Expansion Plan on more advantagorms than would be available to
Diversified Group as part of PKS, (iii) enable wersified Group to pursue strategic investmenmid acquisitions, as part of the Expansion
Plan, which could be foreclosed to the Diversifi@dup as part of PKS and (iv) allow the manageméttie Diversified Group to focus its
attention and financial resources on its busingsere can be no assurance as to whether and toewtesit any of the business objectives of
the Transaction will be achieved if the Transact®oonsummated. See "The Transaction--BackgronddParrposes of the Transaction."

NO ASSURANCE OF TRANSACTION COMPLETION

If the Transaction is consummated, the 1997 ComweiReriod will be the last opportunity for holdefsClass C Stock to convert Class C
Stock into Class D Stock. In deciding whether tovest their Class C Stock, such holders of Clag&tdek should recognize that
consummation of the Transaction is subject to diolder ratification of the Transaction and apprayahe Certificate Amendments,
satisfaction of the Tax Condition and the deciibthe PKS Board to proceed with the Transactidthdugh it is likely that a holder of Cla

C Stock will know whether PKS Stockholders havdieat the Transaction and approved the Certifidatgendments before the holder must
make a conversion decision for the 1997 ConveBiniod, the Tax Condition will not have been sasby that time and it is likely that a
holder of Class C Stock will not know at that timbkether the Tax Condition will be satisfied whea ttolder makes that decision.
Furthermore, the PKS Board could subsequently ahéterto abandon, defer or modify the Transactidhvifere to determine that such action
were in the best interests of all PKS Stockhold&csordingly, holders of Class C Stock electingtmvert Class C Stock into Class D Stock
during the 1997 Conversion Period will have no emsce that the Transaction will be consummated.

POTENTIAL CONSEQUENCES OF A FAILURE TO CONSUMMATE T HE TRANSACTION

Pursuant to the executive retention agreement arf&i8 KDG and James Q. Crowe (the "Retention Agezdt), if the Transaction is
abandoned and if, as currently anticipated, Mrweroesigns as Chief Executive Officer of KDG, Mro@e is entitled to acquire
substantially all of the Diversified Group's asgetating to the Expansion Plan, at the Diversif@wup's book value for those assets, and to
pursue the business contemplated by the ExpansonoBtside of the Diversified Group. The DiversifiGroup has not invested a significant
amount to date in the Expansion Plan. HoweverDikersified Group anticipates that Expansion Plgpenditures through mid-1998 could
approach $150 million, and that a substantial portif those expenditures would be expensed foruartow purposes. Accordingly, it is
anticipated that such book value will be substélgtiawer than the amount of the Diversified Graipggregate investment in such assets
"Certain Relationships and Related Transactiotiddr] Crowe chooses to exercise this purchase right likely that substantially all of the
employees retained to pursue the Expansion Platdviollow Mr. Crowe. As a result, if the Transactis abandoned for any reason, it is
possible that Mr. Crowe will leave the Diversifi€oup and that the Diversified Group would not biedo pursue the Expansion Plan. In
addition, as a result of the

27



CalEnergy Agreement, the Diversified Group wouldarger participate in the energy business, andavioe left solely with its current
information systems business, its investment infQHEEC Companies and its coal mining business thegevith substantial cash resources.
Accordingly, the Diversified Group would have tdai@ new senior management and redirect signifigdist business strategy.

EXPANSION PLAN RISKS

The decision of the Diversified Group to pursue Ex@ansion Plan entails significant and substansik not presented by the other
Diversified Group businesses or current ownershiplass D Stock. These risks include:

INCREASE IN EMPHASIS ON INFORMATION SERVICES BUSINES. The Expansion Plan represents a major incihe@&sephasis by
the Diversified Group on its information servicessimess. In addition, the Expansion Plan provideshfe creation of a new facilities-based
Internet communications network. The Expansion Han an early stage of development, thus makmgwaluation of its risks and rewards
extremely difficult and speculative. Furthermolee Expansion Plan's focus on the information sesv/imusiness and the creation of an
information services network ultimately will reduttee overall diversification of the Diversified Gngs businesses, thus increasing the risk
that a downturn in a single area of business cadiarsely affect overall Diversified Group perfoma.

OPERATING LOSSES. The Diversified Group has recdndet profits in each year since it was establisfiéé development of the
Expansion Plan, however, will require significaapital expenditures, a substantial portion of whidhbe incurred before any related
revenues from the Expansion Plan are realized.eTbeggenditures, together with the associated epdyating expenses, will result in
negative cash flow until an increased customer ksasstablished, and could result in substantitlasses for the Diversified Group in the
developmental years of the Expansion Plan. Tharéeano assurance that Diversified Holdings wilbbée to achieve or sustain profitability
in the future. In addition, net losses by the Dsified Group would reduce the formula price at vahiiversified Holdings is required to
repurchase Diversified Holdings Stock.

SIGNIFICANT CAPITAL REQUIREMENTS. Diversified Holdigs expects to fund the Expansion Plan throughiegisesources, internally
generated funds and additional debt or equity fiivamas appropriate. In addition, Diversified Holgs could sell or dispose of existing
businesses or investments to fund portions of ttpaksion Plan. For example, the Diversified Groap éntered into the CalEnergy
Agreement, pursuant to which it will sell all of iénergy assets to fund a portion of the capitplirements of the Expansion Plan. The costs
of the Expansion Plan, however, are expected gubstantial (in excess of $1 billion per year withpproximately two years after the
consummation of the Transaction), and there camob&ssurance that Diversified Holdings will be ssstul in producing sufficient cash flc
or raising sufficient debt or equity capital onnarthat it will consider acceptable, and procedaispositions of Diversified Group assets
might not reflect their intrinsic value. Failuredenerate sufficient funds may require Diversifitaldings to delay or abandon some of its
future expansion or expenditures, which could haweaterial adverse effect on its growth.

COMPETITION. All the businesses encompassed byttmansion Plan are subject to significant compmetifrom a wide variety of
competitors in the information services and telecamications industries. Many of these existing paténtial competitors have more
experience than the Diversified Group and finangiatsonnel and other resources significantly grahan those of the Diversified Group.

IMPLEMENTATION RISKS. Implementation of the ExpansiPlan will require a rapid expansion of informatservices offerings and
accelerated development of a facilities-based hetemetwork. This expansion and development willedtel on, among other things,
Diversified Holdings' ability to assess marketssige fiber optic network backbone routes, instadlilities and obtain rights-of-way, building
access and any required government authorizatioti®@apermits. As a result, there can be no assaran
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that Diversified Holdings will be able to accompliall of the tasks necessary to implement the EsiparPlan. If Diversified Holdings is not
able to accomplish those tasks efficiently andatiifely, there will be a material adverse effectitsrgrowth.

RAPID TECHNOLOGICAL CHANGES. The businesses encossga by the Expansion Plan are subject to rapicigmificant changes in
technology. While Diversified Holdings believestthfar the foreseeable future, these changes wilhinder the Expansion Plan, the effec
technological changes on the Expansion Plan caymptedicted.

DEPENDENCE ON KEY PERSONNEL. Diversified Holdindpisinesses will be managed by a small number oEkegutive officers,
particularly James Q. Crowe, Chief Executive Offi@nd R. Douglas Bradbury, Chief Financial Offidie loss of certain of whom could
have a material adverse effect on Diversified Haidi Diversified Holdings believes that its futstecess will depend in large part on its
ability to attract and retain highly skilled, knadigeable, sophisticated and qualified personnel.

OPERATIONAL ISSUES ARISING FROM RAPID GROWTH. Marement of the business of the Diversified Grouprigsiired and will
continue to require, among other things, contindegelopment of financial and management contralshér controls of operating expenses
as well as other costs, and the training of newgqurerel. There can be no assurance that Diversifiddings will be able to manage
successfully this growth and development. As Dified Holdings continues this strategy of growthatigh investment and acquisitions,
there can be no assurance that Diversified Holdwitide able to identify other suitable candidatesstrategic investment and acquisition on
acceptable terms or that it will be able to obthmrequisite financing for any such future investits or acquisitions. Additionally, there can
be no assurance that any future investments oiisattqas will not have a material adverse effectmersified Holdings' operating results or
on the value of Diversified Holdings Stock, partaly during the period immediately following suabquisitions.

DISPOSITION OF EXISTING BUSINESSES. In connectioithithe emphasis on the information services bssirzes a result of the
Expansion Plan, the Diversified Group has entem&mithe CalEnergy Agreement, pursuant to whichilitsell all of its energy assets, and
may enter into other arrangements to sell or dspdbusinesses that are not compatible with thgaBsion Plan. Accordingly, the past
performance of the Diversified Group will not belicative of its future prospects or future perfonoe.

LIMITED PUBLIC MARKET FOR DIVERSIFIED HOLDINGS STOC K; NO ASSURANCE AS TO LISTING

There has been an extremely limited market for Castock since its initial issuance in 1992. CRasStock is not currently listed for trading
on any stock exchange or market. Diversified Hajdidoes not expect to list Diversified Holdingscktéor trading on a stock exchange or
market at the Effective Time. Diversified Holdinggpects that it will not seek such a listing uittiaises capital through a public equity
offering or desires to have a listed equity seguaitailable for acquisitions. Any determinatiorrédse public equity capital will depend on a
number of factors including, without limitation, ¥&irsified Holdings' capital needs, the availabitityd attractiveness of alternative sources of
capital, the performance of Diversified Holdingslaionditions in the public equity markets. Accoglin no assurance can be given that
Diversified Holdings Stock will be listed for tradj in the future, or, if it is, when such listingiMbe accomplished or whether an active
trading market will develop or be sustained.

MODIFICATION OF REPURCHASE OBLIGATION

Under the PKS Certificate, PKS has an obligatiorepurchase Class D Stock on the terms describger d€omparison of Class D Stock ¢
Diversified Holdings Stock." The PKS Certificateopides that PKS may deliver promissory notes wittva-year term to satisfy its
repurchase obligation if more than 10% of the shafeClass D Stock are tendered for repurchaseyircalendar year. Diversified Holdings'
obligation to repurchase Diversified Holdings Stedk be modified by the Certificate Amendmentspimvide that such promissory notes
have such term to maturity, up to ten years, a®ihersified
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Holdings Board may determine. Thus, holders of Biified Holdings Stock may, under certain circumsts, have stock repurchased on less
favorable terms than would holders of Class D Stock

The modification of the repurchase obligation witBpect to Class D Stock may cause lenders thatdwended credit secured by Class D
Stock to conclude that the value of their colldtbes been adversely affected and, as a resulie teeders may require borrowers to provide
additional collateral. Furthermore, lenders mayess willing to extend credit secured by Diverslfidoldings Stock.

RISKS RELATING TO EXISTING BUSINESSES

DIVERSIFIED GROUP CASH FLOWS. The Diversified Grodgrives most of its operating cash flow from ibgicmining business. During
1996, for example, the Diversified Group receiv&a #illion, or substantially all, of its after-tawet operating cash flow from its coal mining
operations. Although that business currently predwsubstantial cash flow, those cash flows willidecsubstantially over the next few yee
For example, after-tax net operating cash flow ficoal sales under long-term purchase contractghwaas approximately $70 million in
1996, is expected to decline to approximately $ibam by 1998 and to approximately $13 million B902, and will decline further
thereafter. These decreases are primarily dualez@ase in quantities of coal required to be m@sett under those contracts.

LEVERAGE. Although KDG does not have substantidiebtedness, Commonwealth Telephone EnterprisesamidcCable Michigan, Inc.,
two of the C-TEC Companies, have higher levelsndébtedness. Although debt financing may increlasedtjuity returns to those companies
from their activities, it may also increase th&r@ssociated with those activities, and the abgitf those companies to grow in the future.

COMPETITION. KCP, PKSIS and the C-TEC Companiessaigiect to substantial competition in their respedusinesses. For example,
KCP is subject to substantial competition from ofwducers of coal, and the expiration of certairg-term coal purchase arrangements will
substantially increase the competitive pressuregghioh KCP is subject. PKSIS and the C-TEC Compaaie subject to increasing levels of
competition in the rapidly changing and evolvingtses of the industries in which they compete.

REGULATION. Each of KCP and the C-TEC Companiessafigiect to varying degrees of federal, state,|lland international regulation.
KCP, for example, is subject to strict environménggulation in its coal mining operations. The inesses of the C-TEC Companies are
subject to extensive federal, state and local egiuis that have changed significantly in recematryand are likely to continue to change in
the future. There can be no assurances that therdfied Group's businesses will not be adversalyaicted by the costs of complying with
current regulations or by future regulatory changes

DIVIDEND POLICY

Diversified Holdings' dividend policy following th&ransaction will be determined by the Diversiftédidings Board. Under Delaware law
and the Diversified Holdings Certificate, the Disiied Holdings Board will not be required to deelaividends on any class of Diversified
Holdings capital stock and will be free to adopttsdividend policy as it deems appropriate anchénge its dividend policies and practices
from time to time. It is not anticipated that Disdied Holdings will pay dividends to the holdefsiversified Holdings Stock or Class R
Stock in the foreseeable future. See "Comparisddlads D Stock and Diversified Holdings Stock."

EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Diversified Group from time to time has beeindduced to business relationships or investmepodpnities as a result of its affiliation
with the Construction Group. After the Transacti@eonsummated, those relationships and opporgsnitiight not be available to Diversifi
Holdings. In addition, the Construction Group hasfgrmed and is currently performing services fosihesses of the Diversified Group.
Although those service arrangements are negotatadnms length, the use of an
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affiliated contractor can have many benefits, idolg ease of contract administration and efficiesblution of disputes. After the Transac
is consummated, Diversified Holdings will no longerjoy the benefits of using an affiliated conteact

CERTAIN LIMITATIONS ON CHANGES IN CONTROL OF DIVERS IFIED HOLDINGS

The Diversified Holdings Certificate and the By-&wof Diversified Holdings as proposed to be in effg the Effective Time (the
"Diversified Holdings By-laws") will contain certaiprovisions which could have the effect of delgyideferring or preventing a change in
control of Diversified Holdings, even if such a aga would be favorable to the interests of theldtoltlers of Diversified Holdings, and of
limiting any opportunity to realize premiums oveeyailing market prices for Diversified Holdingso8k in connection therewith. These
provisions include, but are not limited to, prowiss providing for the classification of the Divéiesil Holdings Board, authorizing the issua
of preferred stock without stockholder approval apdn such terms as the Diversified Holdings Baaay determine, prohibiting stockholi
action by written consent, and eliminating the iapf stockholders to call special stockholder tiregs and requiring stockholders to comply
with certain procedures in order to nominate pesgonelection as directors or to introduce bussrteshe considered at an annual or special
meeting of stockholders. Furthermore, it is antitgigl that the Diversified Holdings Board will addpe Diversified Holdings Rights Plan,
which could have the effect of delaying, deferrargoreventing a change in control and of limitinty @pportunity to realize premiums over
prevailing market prices. In addition, as a resfithe Initial Certificate Amendments, Diversifietbldings will have a substantial number of
authorized but unissued shares of Class D Stotlcthdd be issued to a third party selected by mament or used as the basis for the
Diversified Holdings Rights Plan, which could hdtie effect of deterring a potential acquiror. SEke' Initial Certificate Amendments”, "T
Post-Transaction Certificate Amendments" and "Caiepa of Class D Stock and Diversified Holdings <kt6

FORWARD-LOOKING INFORMATION MAY PROVE INACCURATE

This Proxy Statement/Joint Prospectus containgiceitrward-looking statements and information tiatpto Diversified Holdings that are
based on the beliefs of the management of PKS treoDiversified Group as well as assumptions niadand information currently availal

to PKS or such managements. When used in this dacytihe words "anticipate"”, "believe", "estimadgitl "expect” and similar expressions,
as they relate to PKS or Diversified Holdings a thanagement of PKS or the Diversified Group, atenided to identify forward-looking
statements. Such statements reflect the currewswié the management of PKS or the Diversified @raiith respect to future events and are
subject to certain risks, uncertainties and assiomgtincluding the risk factors described in tAigxy Statement/Joint Prospectus. Should
or more of these risks or uncertainties materiatizeshould underlying assumptions prove incorractiial results may vary materially from
those described herein as anticipated, believéitha&ted or expected. Neither PKS nor Diversifiedditoys intends to update these forward-

looking statements.
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THE SPECIAL MEETING
DATE, TIME AND PLACE OF THE SPECIAL MEETING
The Special Meeting will be held on, 1997, at D0a0m. local time, at the Cloud Room, Kiewit Pla@aaha, Nebraska 68131.
PURPOSE OF THE SPECIAL MEETING

The Special Meeting is being held to consider asté wpon (i) ratification of the Transaction, @pproval of the Certificate Amendments :
(iii) approval of the Restated Plan.

RECOMMENDATION OF THE PKS BOARD

The PKS Board has unanimously approved the Traiosathe Certificate Amendments and the Restatad Bhd recommends that PKS
Stockholders ratify the Transaction and approveQésificate Amendments and the Restated Planafe@scription of the reasons for the
Transaction, see "The Transaction--Background amgd3es of the Transaction." For a descriptiorhefreasons for the Certificate
Amendments and the amendment and restatement Gfthimal Plan as the Restated Plan, see "Thalr@tertificate Amendments”, the
"Post-Transaction Certificate Amendments" and "Riestated Plan”, respectively. Each member of th® B&ard has indicated to PKS that
he intends to vote all of his shares of Class CISémd Class D Stock to ratify the Transaction @napprove the Certificate Amendments
the Restated Plan.

SPECIAL MEETING RECORD DATE

PKS Stockholders at the close of business on ,,1887Special Meeting Record Date, are entitlegotice of and to vote at the Special
Meeting.

APPRAISAL RIGHTS
PKS Stockholders will not be entitled to apprarsgits as a result of the Transaction.
VOTING

Although stockholder action with respect to ther@Haxchange is not required under applicable lathePKS Certificate, the PKS Board
determined to seek stockholder ratification of Tih@nsaction due to the importance of the Transad¢tdPKS and the PKS Stockholders.
Ratification of the Transaction requires the affitime vote of (i) a majority of the shares of Cl&Stock present and voting at the Special
Meeting, voting separately as a class, and (iipgority of the shares of Class D Stock presentwantithg at the Special Meeting, voting
separately as a class. Approval of the Certifieateendments under Delaware law and the PKS Certéficequires the affirmative vote of (x)
at least 80% of the outstanding shares of Clast€kSvoting separately as a class, (y) a majafitthe outstanding shares of Class D Stock,
voting separately as a class, and (z) a majorith@butstanding shares of Class C Stock and Ol&®ck, voting together. Approval of the
Restated Plan requires the affirmative vote of porita of the shares of Class C Stock and ClasgdzlSpresent and voting at the Special
Meeting, voting together.

Each share of PKS Stock outstanding at the clobaisiness on the Special Meeting Record Date iezhto one vote at the Special Meeti
As of the Special Meeting Record Date there wesageshof Class C Stock and shares of Class D Suskamding and entitled to vote at the
Special Meeting. The representation in person qurbyy of at least a majority of the outstandingr&ls entitled to vote is necessary to
provide a quorum at the Special Meeting. Abstemtiand "non-votes" are counted as present in detargwhether the quorum requirement
is satisfied. A "nonvote" occurs when a broker or other nominee holdimayes for a beneficial owner votes on one prdpbetaidoes not voi
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on another proposal. Abstentions and "non-vote#"haive the effect of votes against the Certifichteendments.
PROXIES

All shares of PKS Stock represented by properlyceted proxies will, unless such proxies have preslpbeen revoked, be voted at the
Special Meeting in accordance with the directiongh® proxies. If no direction is indicated on ag@rly executed proxy, the shares will be
voted in favor of the proposals. If any other matt@re properly presented at the Special Meetingdton, which is not anticipated, the pre
holders will vote the proxies (which confer autltytd such holders to vote on such matters) in @zotce with their best judgment. Any PKS
Stockholder returning a proxy may revoke it at ime before it is voted by communicating such retmmn in writing to the Stock Registrar
of PKS or by executing and delivering a later-dgieaky. In addition, any person who has executptbay and is present at the Special
Meeting may vote in person instead of by proxyreébg canceling any proxy previously given, whetbienot written revocation of such
proxy has been given. Any written notice revokingraxy should be sent to Peter Kiewit Sons', 18800 Kiewit Plaza, Omaha, Nebraska
68131, Attention: Stock Registrar.

If a quorum is not present at the time the Spadigdting is convened, or if PKS believes that addai time should be allowed for the
solicitation of proxies or for any other reason,Stay adjourn the Special Meeting from time to timpen a vote of a majority of PKS
Stockholders present at the Special Meeting ingreos by proxy. If PKS proposes any adjournmernthefSpecial Meeting by a vote of PKS
Stockholders, the persons named in the encloseddbproxy will vote all shares of PKS Stock for it they have voting authority in favor
of such adjournment, including shares subject éxips that direct such shares to be voted agamyspaall of the proposals scheduled to be
considered at the Special Meeting.

Stockholder ratification of the Transaction andrappl of the Certificate Amendments would likely taésed as a defense in the event tha
suit or other legal action were brought opposirggTransaction or the Certificate Amendments. Aciomylgl, although Delaware law is not
entirely settled on such matters, stockholdericatifon of the Transaction and approval of the i@ieste Amendments could have the
following consequences: (i) stockholders who vatefhvor of such actions could be precluded fromipigating in any lawsuits filed on
behalf of any or all stockholders with respectuotsactions; and (ii) the vote in favor of such teia by holders of the requisite percentage of
Class C Stock and Class D Stock could effectivedciude certain lawsuits with respect to such ast@and/or give the members of the PKS
Board the protection of the business judgment oule shifted burden of proof if certain lawsuitsrevéiled. There are no pending, or to the
knowledge of PKS threatened, legal proceedingsnag®KS or members of the PKS Board relating toTta@msaction.

SOLICITATION COSTS

PKS will bear the costs of this solicitation. Ind&ébn to solicitation by mail, banks, brokers, asttier custodians, nominees and fiduciaries
will be requested to supply proxy material to tleaéficial owners of Class C Stock and Class D Stdekhom they have knowledge, and
will be reimbursed for their expenses in so doidgrtain directors, officers and other employeeBKS, not specially employed for the
purpose, may solicit proxies, without additionahtmeration therefor, by personal interview, mailephone or telefax.
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THE TRANSACTION
GENERAL

PKS Stockholders are being asked to ratify thesiletiof the PKS Board to effect the Transactionictvlvould separate the Construction
Group and the Diversified Group into two indepenidgmmpanies. The Transaction will be consummatebeaEffective Time, which will be

a date to be determined by the PKS Board aftesdltisfaction of the conditions of the Transacti®ae "--Conditions of the Transaction." The
Transaction consists of the Share Exchange an@ltdss R Stock Distribution. It is currently antiatpd that the Effective Time would occur
during the second quarter of 1998. At the Effecfiirme, by resolution of the PKS Board pursuantdisteng provisions of the PKS
Certificate, the PKS Board will cause each outstamdhare of Class C Stock to be mandatorily exgednpursuant to the Share Exchange,
for one share of PKS Holdings Stock.

As a result of the Share Exchange: (i) PKS Holdirgsewly formed, direct, wholly owned subsidiafyP&KS, will become an independent
company, in which PKS no longer will have an owhgrsnterest, conducting the business of the Canttin Group, and each share of Class
C Stock outstanding at the Effective Time will bandatorily exchanged for one share of PKS HoldBigek; and (i) PKS will become an
independent company conducting the business ddiversified Group, and the shares of Class D Stadktanding at the Effective Time and
the shares of Class R Stock distributed in thesORaStock Distribution will constitute the only standing shares of capital stock of PKS.
Immediately following the Share Exchange, PKS Huddi will be renamed "Peter Kiewit Sons’, Inc." &S will be renamed "Diversified
Holdings, Inc." Prior to the Effective Time, PKSIhgffect the Class R Stock Distribution by deafayia dividend of eight-tenths of one share
of newly created Class R Stock with respect to ¢heh-outstanding share of Class C Stock. The #gtihs of one share of Class R Stock
initially will attach to the share of Class C Stogkh respect to which it is distributed and, a tiffective Time, will attach to the share of
PKS Holdings Stock which is exchanged for sucheslfiClass C Stock in the Share Exchange. Cettiificeepresenting the shares of Clas
Stock will not be distributed until after the Sh&echange is consummated. See "--The Class R Stistibution.” For an explanation of
certain factors to be considered with respecté¢oltransaction, see "Risk Factors Regarding PKSikigddAfter the Transaction and
Ownership of Class R Stock" and "Risk Factors RdiggrDiversified Holdings After the Transaction."

BACKGROUND AND PURPOSES OF THE TRANSACTION

THE 1992 AMENDMENT. In January 1992, PKS Stockhetdapproved an amendment to the PKS Certificage"t892 Amendment")
pursuant to which each share of PKS' then exisGilags C stock was automatically exchanged for baeesof Class C Stock and one share of
Class D Stock. The 1992 Amendment also provideddrslof Class C Stock with the right to convertsSI€ Stock into Class D Stock,
exercisable during the period from October 15 tgtobecember 15 of each year and effective Januafyte following year, on the basis of
the ratio of the Class C Per Share Price to thesdIaPer Share Price in effect on such Januarid 1992 Amendment was intended to
provide PKS Stockholders with separate interestserBusiness Groups without diminishing the begsefi remaining a single corporation or
restricting PKS future restructuring options, anddémove potential demands on PKS' equity basepted by the repurchase obligation as
then set forth in the PKS Certificate. The convargirovision achieved the latter goal by permittimdders of Class C Stock who were
leaving the employment of PKS to convert their €1@sStock, tax-free, into another PKS equity ségimstead of selling Class C Stock back
to PKS for cash on a taxable basis.

The Consent Statement and Prospectus of PKS dateeitber 5, 1991 (the "Consent Statement") disteithtiv the holders of the then
existing Class C Stock in connection with the 18@2endment acknowledged the possibility of futurélputrading of Class D Stock, or of a
permanent separation of the Construction Grouptlaadiversified Group. In the Consent StatementSRiKknowledged that, in the
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future, it might facilitate the public trading ofa@s D Stock depending upon a number of factoedyding the desirability of reducing the
Class D Stock repurchase obligation, the needise @pital by issuing Class D Stock in the puatid private capital markets and the
maturation of the Diversified Group businesses. Thasent Statement also noted that under the 188nhdment, PKS could, upon a two-
thirds vote of the PKS Board, require a mandatechange of Class D Stock or Class C Stock for theksof the related Diversified Group
Construction Group subsidiary in order to "spin-dffe subsidiary.

DIVERSIFIED GROUP DEVELOPMENT. At the time of th®@32 Amendment, the Diversified Group assets induglébstantial cash
resources, coal mining properties and several smalestments in start-up or early growth stagaganies, such as PKSIS, MFS and
CalEnergy. At the time, the Diversified Group'stcassources had been derived primarily from the sithe packaging and other businesses
that had comprised The Continental Group, Inc. &the 1992 Amendment, the Diversified Group hassied substantial additional sums in
PKSIS, MFS and CalEnergy, and has made significameistments in new businesses, such as the 199sammn of C-TEC, a series of
international power generation projects with Cakiggeand the joint acquisition with CalEnergy in 89& Northern Electric plc.

As the Diversified Group business has grown, th&B¢ard has from time to time considered propasatnded to address issues created by
that growth, including proposals for the listing@fss D Stock and proposals for the separatitgheo€onstruction Group and the Diversified
Group. In 1995, the PKS Board considered propdealihe listing of Class D Stock and for the sefiareof the Business Groups before
approving a tax-free spin-off of the DiversifieddBp's ownership interest in MFS as a way to proMdiS with the maximum flexibility
possible to raise capital in the public capital ke#s and to grow through acquisitions and as atowayldress the substantial disparity at that
time between the value of the Diversified Groupihess, on one hand, and the Class D Formula Valde&Ctass D Per Share Price, on the
other.

MANAGEMENT STUDY OF ALTERNATIVES. Although the MFSpin-off dealt with some of the issues facing PK3995, PKS
continued to be confronted by issues created bgrbwth of the Diversified Group business and theration of two very different busines
under a single corporate umbrella. In October 1886 PKS Board directed PKS management to puréigérg of Class D Stock as a way to
deal with certain of those issues and certain dseles created by PKS' two-class capital stockstre, and shortly thereafter PKS
management began to examine the consequencestifig bf Class D Stock for PKS and the Businessups. During the course of its
examination of the consequences of a listing 06€[@ Stock, PKS management concluded that a lisfi@ass D Stock would not
adequately address those issues, particularlglin 6f the Expansion Plan and the need to attrattretain senior management and
employees, and instead began to study a sepaddtthe Construction Group and the Diversified Gragpa way to address those issues. At
the regular meeting of the PKS Board on July 2371®KS management submitted for consideratiombyPKS Board a proposal for
separation of the Construction Group and the DifiedsGroup on substantially the terms eventuafipraved by the PKS Board. The PKS
Board considered management's proposal at thatngesid at a special meeting of the PKS Board ogust14, and approved the proposal
at its August 14 meeting. In connection with itprgval of the CalEnergy Agreement on Septembed 297, the PKS Board considered the
effect of the sale contemplated by such agreemethi@proposal, and concluded, based on the adfiGéeacher NatWest, Inc. ("Gleacher
NatWest"), financial advisor to PKS, that such sedeild not have a material effect on the proposa@proved on August 14. At a meet

on October , 1997, the PKS Board approved modifinatto the proposal that substituted the ClassoRkDistribution for a previously
contemplated distribution to holders of Class CcBtof warrants to purchase shares of Class D Sibakdiscount to the trading value of the
Class D Stock (the "Warrants"). The PKS Board daeieed at that meeting, based upon the advice cidbker NatWest, that the Class R
Stock is substantially the economic equivalenhefWarrants. See "--Opinion of Financial Advisor."
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PKS BOARD CONCLUSIONS. The PKS Board has conclutthed, at some time in the future, the Diversifieeb@ will be required to
access the public equity capital markets in ordexccommodate its growth and development, andriticplar to implement the Expansion
Plan. Because Class D Stock is a "targeted" ocKing" stock (I.E., stock of a company the econoattdbutes of which target or track the
financial performance of a subsidiary of the conyp)aand because the PKS Certificate provides fostntial control by the holders of Class
C Stock over PKS in general and the Diversifieduprin particular, the PKS Board believes that pubtjuity capital markets would assess a
substantial discount to the intrinsic value of Daifed Group's businesses in determining a pubdiding price for Class D Stock.
Accordingly, the PKS Board believes that the po€€lass D Stock, if publicly traded, would notleet the intrinsic value of the Diversified
Group businesses and assets, and that the prite suigstantially understate that intrinsic valuee PKS Board has also concluded that
substantial tracking stock and control discountsldmot be applied to common stock issued by theeBified Group as a stand-alone
company and that the trading price of the commoaokstf a stand-alone Diversified Group would mdasely reflect the intrinsic value of
the Diversified Group's businesses and assets.

The PKS Board has determined that providing theeBified Group with the most costfective and efficient equity capital instrumeriti e
a key element in enabling the Diversified Grougdatinue to grow and develop its businesses apditicular to design, implement and
refine the Expansion Plan for the following threasons.

First, in order to continue the growth of the Dsiied Group and to implement the Expansion Pl&t Rill need to attract an experienced
and sophisticated senior management team, andadaoup of technologically sophisticated employdé& PKS Board believes that stock
purchase and stock option plans will be an impértamponent of any compensation program designethéoDiversified Group's
management and employees, and that an efficienefiactive equity currency will be the cornerstaieany such plans. Accordingly, the
PKS Board also has approved and recommended toS¢Eholders the Restated Plan in order to incrd@saumber of shares subject to
Original Plan, to make certain other changes tddtiginal Plan intended to make awards under thgia Plan more attractive to potential
employees, and to ensure that the Original Plaorisistent with the use of Diversified Holdings&as an equity incentive. The decision to
separate the Diversified Group and the ConstrucBiomup, thus creating a stand-alone equity curreweg an important factor in recruiting
James Q. Crowe and R. Douglas Bradbury to lea®tbersified Group's management team. For the readencribed above, the PKS Board
believes that Diversified Holdings Stock will bettaiit the needs of such equity plans than woults€D Stock.

Second, the PKS Board believes that the Diversi#ieaup will be required to spend substantial sufmaaney over the next few years to
continue the growth of the Diversified Group busses and implement the Expansion Plan. The PKSdBwer concluded that currently
available cash and anticipated cash flow from coigas of Class C Stock and from existing DiveeslfGroup businesses will not meet th
cash needs, even with the receipt of the procektlie sale of the Diversified Group's energy busées pursuant to the CalEnergy
Agreement. As a result, the PKS Board believesttteDiversified Group will have to raise signifitamounts of capital in the public and
private capital markets, and that the Diversified@ will be able to raise capital on more coseefif’e terms if the Transaction is
consummated and the Diversified Group becomesdapindent public company.

Third, the PKS Board believes that strategic inwestts and acquisitions might be a key elementiimiting the Diversified Group to
acquire the assets and human resources necessayiément the Expansion Plan. In many circumstangeblicly traded equity capital is a
key to successful and cost- effective completiosuh transactions. The PKS Board, therefore, \aedi¢hat a separation of the Business
Groups, which will enable the Diversified Groupideue a stand-alone equity security, will faciétaccomplishment of such transactions by
the Diversified Group.
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In addition to the benefits of the Transaction dedi from the issuance by the Diversified Group efaand-alone equity security, the PKS
Board has determined that a separation of the Bifiedl Group and the Construction Group will alldve management of each Business
Group to focus its attention and financial resosir@e its respective business. The PKS Board isnedjto devote considerable time and
attention to each of the Business Groups. Becdube significant differences between the busiridtee Construction Group and the
business of the Diversified Group, members of ti& Board spend more time on each business thardviieutequired if the businesses w
more similar. The members of the Construction Gnmamagement serving on the PKS Board, who corieoPKS Board, have had little
experience with a rapidly growing information sees business contemplated by the Expansion Pldnyauld have to spend even more t
and attention on Diversified Group business in ptddulfill their duties as directors. In additiothe PKS Board believes that a board of
directors with experience and a firm focus on tiferimation services business will be critical te #uccess of the Expansion Plan.
Accordingly, the PKS Board believes that the sejiaraf the Business Groups will permit the managetof each Business Group to focus
its efforts on its own Business Group.

Except for the effect on Construction Group manag@ndescribed above, the Transaction will affecharily the business and operations of
the Diversified Group. In determining to approve #ransaction, the PKS Board considered whethef iluiesaction would have other effects
on the Construction Group. Although, as discussetbu"Risk Factors Regarding PKS Holdings After Thansaction and Ownership of
Class R Stock", it is possible that consummatiothefTransaction will result in the loss of certhirsiness opportunities by the Construction
Group, the PKS Board has concluded that the Traiosarould not have a significant effect on theihass or operations of the Construction
Group.

Based on the foregoing considerations and the aafi6Gleacher NatWest, the PKS Board concludedalsafparation of the Construction
Group and the Diversified Group would address ttoblems presented by Diversified Group growth dritnplementation of the Expansi
Plan better than would a listing of Class D Staklseparation of the Business Groups, however,eliithinate the Conversion Right. Under
the PKS Certificate, Class C Stock is converted @ass D Stock based upon the ratio of the ClaBsrCShare Price to the Class D Per Share
Price. The PKS Board believes that the ConversightRurrently has potential value. A separatiothaf Construction Group and the
Diversified Group and the resulting loss of the @sion Right would eliminate that potential vallreformulating the proposal submitted to
the PKS Board, therefore, PKS management, in ctatgai with Gleacher NatWest, devised first the k&ats and then the Class R Stock
replaced the Warrants to recognize the potentialevd he terms of the Class R Stock were develdpexligh negotiations between the
management of the Construction Group and the mamaggeof the Diversified Group.

The PKS Board has concluded that the Class R S&mtgnizes the potential value of the ConversiagghRiwithout burdening or diluting
holders of Class D Stock. In reaching this condusthe PKS Board considered a number of factocduding: the terms of the Class R St
the PKS Board's assessment of the potential vdltreedConversion Right; estimates of the likelyitigmof the exercise of the conversion ri
by current holders of Class C Stock; the nominal actual values of the Class R Stock to holdeGlas C Stock; estimates of the present
value cost of, and resulting dilution from, the €4 Stock to holders of Class D Stock; and estisnat the present value cost of, and the
dilution resulting to, holders of Class D Stocknfrestimated exercises of the Conversion Right.AIK8 Board also considered the advice
and analyses presented by Gleacher NatWest atngeetf the PKS Board on July 23, August 14, Sepeertib and October , as reflected in
the fairness opinion attached as Appendix C hereto.

OPINION OF FINANCIAL ADVISOR

In reaching a decision to recommend the Transadt@enPKS Board considered the advice of PKS' firradvisor, Gleacher NatWest.
Gleacher NatWest was selected to act as finandiasar to PKS based on its qualifications, experéiad reputation, as well as its investment
banking relationships and familiarity with PKS atslsubsidiaries. At the August 14, 1997 meetinthefPKS Board, Gleacher
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NatWest delivered an oral opinion to the PKS Bo#ode confirmed as of the date of this Proxy $tatet/Joint Prospectus, to the effect tl
based upon the matters set forth in such opinf@nTtansaction is fair from a financial point oéwi to the holders of Class C Stock and the
holders of Class D Stock. Gleacher NatWest adwisedPKS Board at its September 10 meeting to censiiet CalEnergy Agreement that the
sale contemplated by such agreement did not affsacher NatWest's opinion with respect to the Jaation. At the October , 1997 meeting
of the PKS Board, Gleacher NatWest advised the B&&d that the Class R Stock to be distributethénClass R Stock Distribution is
substantially the economic equivalent of the prasip contemplated Warrants and, accordingly, GleadlatWest was of the opinion that,
based on the matters set forth in such opinionTtaasaction as so modified is fair from a finahpiaint of view to the holders of Class C
Stock and the holders of Class D Stock. Gleach&Mdat confirmed the opinion delivered on Octob®997 in writing as of the date of this
Proxy Statement/Joint Prospectus. As noted in ‘tkBeound and Purposes of the Transaction”, thei@piof Gleacher NatWest was among
many factors considered by the PKS Board in detangito unanimously approve the Transaction.

A summary of the opinion rendered by Gleacher Nai\éth respect to the Transaction is set forttowelThe full text of such opinion, dat
as of the date hereof, which sets forth certainragsions made, matters considered and limitationthe review undertaken as described
below, is attached as Appendix C hereto and isrparated herein by reference. PKS Stockholdersigyed to read such opinion carefully
and in its entirety. The summary of the opiniorGdéacher NatWest set forth herein is qualified &fgrence to the full text of such opinion.
Gleacher NatWest's opinion is addressed to the B&eBd and does not constitute a recommendationytdvalder of Class C Stock or any
holder of Class D Stock as to how such holder shwate at the Special Meeting.

In arriving at its opinion, Gleacher NatWest, amatiger things: (i) reviewed the financial termgloé Transaction as originally contemplated
with a distribution of Warrants and as later maatifand as described in this Proxy Statement/Joasgpectus and the various agreements
relating to the Transaction referred to in thisxgr8tatement/Joint Prospectus; (ii) conducted disicuns with members of management of
PKS, the Construction Group and the Diversified @rwith respect to the historical and current besses and the future prospects of the
Construction Group and the Diversified Group, thecipated effects of the Transaction on the cépttaictures, cash flows and operations of
the Construction Group and the Diversified Grouif); §nalyzed certain historical and financial infication relating to the Construction Grc
and the Diversified Group; (iv) reviewed publicanfnation as filed with the Commission relating €37 the Construction Group and the
Diversified Group, including audited financial gatents; (v) reviewed the terms of the Consent i, relating to the 1992 Amendment;
and (vi) conducted such other financial studies)ys®s and investigations as it deemed appropriate.

In rendering its opinion, Gleacher NatWest assuaratirelied upon, without assuming responsibilityifmependent verification, the
accuracy and completeness of the information resikby it. Gleacher NatWest also assumed, basedthpdnformation which had been
provided to it and without assuming responsibilityindependent verification thereof, that no miateundisclosed or contingent liability
existed with respect to PKS, the Construction Groughe Diversified Group. Gleacher NatWest did matke any independent evaluation or
appraisal of the assets or liabilities of the Cartton Group or the Diversified Group. Gleachet\Nast's opinion was based necessarily on
the economic, market and other conditions existimghe date of its opinion and the information madailable to it as of such date. Gleacher
NatWest has not committed to render any furtheniopion the fairness of the Transaction and is undeobligation to update the opini
rendered to the PKS Board and the PKS Board dagsresently intend to request any such furtheriopior update. Gleacher NatWest does
not make a market in any of the securities of PKS.

No limitations were imposed by PKS or the PKS Bagwdn Gleacher NatWest with respect to the invasbigs made or the procedu
followed by Gleacher NatWest.
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The following is a summary of the analyses preskehieGleacher NatWest to the PKS Board of Director@\ugust 14, 1997 in connection
with rendering its oral opinion. Upon the delivexfysuch opinion, the proposed Transaction contetaglthe distribution of Warrants rather
than Class R Stock. Gleacher NatWest later condlade advised the PKS Board that the Class R Stobk distributed in the Class R Stock
Distribution is substantially the economic equivdlef the previously contemplated Warrants. Gleatt&West used substantially the same
types of financial analyses in preparing its o@h@n for the PKS Board on October , 1997 asédlis providing its oral opinion to the PKS
Board on August 14, 1997.

TRANSACTION SUMMARY. Gleacher NatWest first reviedi¢he principal terms of the Transaction and disedghe potential benefits to
be derived from the Transaction. In particular,d8ker NatWest reviewed the terms of the WarranésShare Exchange, the Conversion Cap
and the Installment Note Program. Gleacher Nat\Alsstreviewed in detail the terms of the Warraintsduding the number of Warrants to
distributed per share of Class C Stock, the fixelthd discount at which the Warrants would be eisatale and the adjustments thereto anc
exercise and transfer conditions to the Warrantaddition, Gleacher NatWest reviewed the ConverRight.

WARRANT TERMS. Gleacher NatWest reviewed the teohthe Warrants, including that each holder of €l&sStock would receive eight-
tenths of one Warrant for each share of Class €k3teld as of the date of the distribution of tharvéints. Gleacher NatWest explained that
this eight-tenths ratio represents the ratio ofdstimated Class C Formula Value to the estimatagds Formula Value as of June 30, 1997.
Gleacher NatWest also noted that the Warrants walldev the holder thereof to acquire shares of Biified Holdings Stock at a fixed dollar
discount to the appraised value or average tragling per share of Diversified Holdings Stock & time of exercise of the Warrant, that <
discount would be $25 per share if such appraisékvor average trading price per share of Diviegsifoldings Stock is $82 or greater, and
that such discount would be adjusted downward byathount by which such appraised value or averagent price is less than $82, but in
no event would the discount be less than $15 mmesisleacher NatWest explained that each Wareamgrglly would be exercisable only
upon the earlier of the time (i) at which such PH&dings share to which it was attached would Hd soexchanged; (ii) eight years from
date of the Transaction; or (iii) upon the occuceenf a of control of Diversified Holdings; and tleeach Warrant would have a term of 12
years from the date of the Transacti

VALUATION OF DIVERSIFIED GROUP. Gleacher NatWesiopided an analysis of the assets owned by DivedsiBroup and a range of
what it believed to be the fully diluted potentigdding value of Class D Stock were such sharée tiisted on a public exchange and if no
tracking stock or control discounts were to be igoplo Class D Stock. Gleacher NatWest noted spadif that such range did not represent
an estimate of the actual trading prices of Clagtdzk, and that such actual trading prices of CIastock, in its current form, could be
substantially lower than such range due to the td@n established trading market for Class D Saukthe likely application of tracking
stock and control discounts to Class D Stock. GlenblatWest estimated such range to be $77 to 888hare of Class D Stock. This range
was determined by taking into account a varietgetdvant factors, including historical and currararket values for CalEnergy and C-TEC,
internal valuations for PKSIS and other illiquicsats, anticipated cash flows (at various discoat®s) for energy projects, the potential
dilution represented by the Conversion Right, astdreates of embedded taxes. Based on this rangacr NatWest determined that the
fully diluted potential trading value of Class Dok was $82 per share. Gleacher NatWest also tiot¢dhe Class D Per Share Price was
estimated to be $57 at June 30, 1997, and thattinent difference between the fully diluted poiaintrading value per share of Class D St
and the Class D Per Share Price was therefore@28cher NatWest further noted that if the Transaddid not occur, this difference might
increase or decrease over time.

VALUE OF THE WARRANTS TO HOLDERS OF CLASS C STOCRased on a fixed dollar discount of $25 per sh&i@lass D Stock,
Gleacher NatWest determined that the aggregatenadwalue of the Warrants to be
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issued to holders of Class C Stock would be betv#d&0® million and $210 million, depending upon was estimates the number of share
Class C Stock that were expected to be convertedsirares of Class D Stock during the 1997 ConeeBeriod. If no shares of Class C
Stock were so converted, the aggregate nominaévalthe Warrants would be $210 million, based up@/12,717 shares of Class C Stock
outstanding; if 3,000,000 shares of Class C Stoetewallowed to convert into Class D Stock durirgy1897 Conversion Period, the
maximum number of shares of Class C Stock whichldvba allowed to be convert pursuant to the Conerr€ap, the aggregate normal
value of the Warrants would be $150 million.

Gleacher NatWest noted that the present valueeof\tarrants would depend upon the timing of exerofgbe Warrants and assumptions
regarding an appropriate discount rate. Gleach&Wst provided a table which indicated that theragate present value of the Warrants,
based on discount rates ranging from 5% to 15%cansersions of shares of Class C Stock into star€4ass D Stock during the 1997
Conversion Period ranging from no shares to 3,@@ghares, is between $66 million and $155 million.

ECONOMIC DILUTION TO HOLDERS OF CLASS D STOCK. Glglzer NatWest provided an analysis which estimdiecetonomic
dilution to holders of Class D Stock due to theigsxe of the Warrants. Gleacher NatWest definedaue dilution to be the amount by
which a share of Class D Stock is worth less bexafithe Warrants. Gleacher NatWest made estimmtiegarding the timing of future
Warrant exercises and assumptions regarding thesfgrowth in the value of shares of Class D Staokl, provided a table indicating the
economic dilution under a range of these assumatiBased on a range of annual growth rates fot gidrs for shares of Class D Stock of
0% to 20%, and based on conversions from shar€tasts C Stock into shares of Class D Stock dufiegdonversion Period ranging from
shares to 3,000,000 shares, Gleacher NatWest éstirtieat the economic dilution to holders of ClBsStock would be between 2.2% and
8.6%.

Based upon the foregoing analyses and considesaffaleacher NatWest indicated to the PKS Boardithveds Gleacher NatWest's opinion
that the Transaction is fair to both the holder€lafss C Stock and the holders of Class D Stoak frdinancial point of view.

Gleacher NatWest believes that its analyses musbbsidered as a whole and that selecting portbssich analyses or any of the factors
considered, without considering all such analysekfactors, could create an incomplete view ofteecess underlying its analyses and
opinion. The preparation of a fairness opinion to@mplex process and is not susceptible to patialysis or summary description. Gleacher
NatWest has not indicated that any of the analydesh it performed had a greater significance taay other. In performing its analys
Gleacher NatWest made numerous assumptions wipece® industry performance, general businesseandomic conditions and other
matters, many of which are beyond the control oEP8uch analyses were prepared solely as a p@teather NatWest's analyses of the
fairness of the Transaction to holders of ClasgdeiSand the holders of Class D Stock and wereigeavto the PKS Board in connection
with the delivery of Gleacher NatWest's opinioneTanalyses do not purport to be appraisals or sadbsreflect the prices at which
businesses or securities might actually be soldclware inherently subject to uncertainty. Furtl@egacher NatWest's opinion does not
represent its opinion as to the value of the séearof PKS Holdings or Diversified Holdings follavg the consummation of the Transaction,
or as to the prices at which such securities nmagetrwhen issued in connection with the Transadiaat any other time.

Gleacher NatWest is an internationally recognizegstment banking and advisory firm that regularigages in the valuation of businesses
and their securities in connection with mergergugitions and corporate restructurings.

PKS retained Gleacher NatWest to provide a widgeanf financial advisory services to PKS and itsssdiaries during a one-year period
beginning June 1, 1997 for an aggregate fee of ®ill®n. PKS has
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also agreed, among other things, to reimburse GézadatWest for all reasonable out-of-pocket expsmiscurred in connection with the
services provided by Gleacher NatWest, and to imdignand hold harmless Gleacher NatWest and certdated parties from and against
certain liabilities and expenses, including certaghilities under the federal securities lawsgcannection with its engagement.

Gleacher NatWest has acted from time to time asaad¢ial advisor to PKS and affiliates of PKS. Digrthe past several years, Gleacher
NatWest has provided a wide range of financial salyi services and has received customary feesiimetion with such services. In the p
Gleacher NatWest has also acted as a financiasadio affiliates of PKS, including MFS. In Septeanti995, PKS distributed to holders of
Class D Stock all of its interest in MFS. Certainfpssionals of Gleacher NatWest hold an aggregfe®@,000 shares of Class D Stock.

RECOMMENDATION OF THE PKS BOARD

Based on the foregoing, the PKS Board has deterhiha the Transaction, the Certificate Amendmantsthe amendment and restatement
of the Original Plan as the Restated Plan arearb#st interests of, and fair to, PKS and eacheBusiness Groups, and, therefore, all PKS
Stockholders. The PKS Board has unanimously apprthe Transaction, the Certificate Amendments aedRestated Plan and recommends
that PKS Stockholders ratify the Transaction anutaye the Certificate Amendments and the Restalt@ul By executing and returning the
enclosed proxy.

EFFECTS OF THE TRANSACTION

CLASS C STOCK. Upon consummation of the Transac#ach outstanding share of Class C Stock will badatorily exchanged for one
fully paid and nonassessable share of PKS Holdstgsk. Holders of Class C Stock will become stodékais of PKS Holdings rather than of
PKS. PKS Holdings Stock will not have any preemptiv subscription rights. As stockholders of PK3dias, such holders' rights will
continue to be governed by Delaware law and wiljbeerned by the PKS Holdings Certificate and tlgdd@vs of PKS Holdings as proposed
to be in effect at the Effective Time (the "PKS #ialys By-laws"). The rights of, and restrictionoonpPKS Holdings Stock under the PKS
Holdings Certificate will be substantially similar those of Class C Stock under the PKS Certifiaateept that there will be no rights or
restrictions comparable to those in the PKS Cedtié relating to Class D Stock. See "Comparisddlags C Stock and PKS Holdings Stoc

CLASS D STOCK. Upon consummation of the Transacéind the filing of the Post-Transaction CertificAteendments, each outstanding
share of Class D Stock will remain outstanding baedubject to the PKS Certificate, as amended dtrtificate Amendments. The Post-
Transaction Certificate Amendments will changenthme of PKS to "Diversified Holdings, Inc.", redgsite Class D Stock as "Common
Stock, par value $.01 per share", modify the refpase rights to which the holders of Class D Staekeatitled, delete the provisions
regarding Class C Stock, add certain corporatergavnee provisions and make certain other changgsited herein. See "The Post-
Transaction Certificate Amendments." Upon consunonaif the Transaction, holders of Class D Stodk Ingld Diversified Holdings Stock.
As stockholders of Diversified Holdings, such heieights will continue to be governed by Delawiane and will be governed by the
Diversified Holdings Certificate and the Diversdi&loldings By-laws. See "Comparison of Class D sttd Diversified Holdings Stock."

MANAGEMENT OF PKS HOLDINGS AND DIVERSIFIED HOLDINGS

If the Transaction is consummated, it is anticigdteat the current senior management members @@ anstruction Group will serve in
similar capacities at PKS Holdings, and that theemt senior management members of the Divers@Eezlip will serve in similar capacities
at Diversified Holdings.

41



THE CLASS R STOCK DISTRIBUTION

Prior to the Effective Time, PKS will effect thea@k R Stock Distribution by declaring a dividencbigfht-tenths of one share of newly
created Class R Stock with respect to each thestanding share of Class C Stock. Each eight-teaftbse share of Class R Stock distributed
in the Class R Stock Distribution initially willtach to the share of Class C Stock with respewthich it is distributed and then, at the
Effective Time, will attach to the share of PKS Hiags Stock which is exchanged for such share a§€C Stock in the Share Exchange,
except as described in "--Conversion of Class CkSRrior to the Transaction" below. Persons issletes of either Class C Stock or PKS
Holdings Stock following the record date for thea&d R Stock Distribution (which will be a date sdigent to January 1, 1998 to be
determined by the PKS Board) will not be entitleddceive Class R Stock with respect to such shares

Each share of Class R Stock will be convertibldhatoption of the holder thereof into such numbieshares of Diversified Holdings Stock as
equals the Conversion Ratio. The Conversion Rafimks (i) a conversion value (the "Conversion V3lwarying from $15.00 to $25.00
based upon the appraised value or average tradicgyger share of Diversified Holdings Stock (tAedding Price"), divided by (ii) such
price per share of Diversified Holdings Stock. Tenversion Value will equal $25.00 if such price pleare of Diversified Holdings Stock is
greater than or equal to $82.00, subject to ceddjastments. If such price per share of Diverdifimldings Stock is less than $82.00, the
conversion value will equal $25.00 minus the amduynivhich $82.00 exceeds such price per shareesutyj certain adjustments; provided,
however that the conversion value shall in no eberiess than $15.00. The Conversion Ratio, Coiorel$alue and Trading Price are sub
to certain adjustments. See "Description of Clagtdek--Conversion Ratio" and "--Certain Adjustnseht

A particular share of Class R Stock (or fractioardof) may be converted into Diversified Holdingeck only during a Conversion Period,
and only if the Conversion Condition has occurréith iespect to such share of Class R Stock (otifnat¢hereof). A Conversion Period
occurs (x) if the Diversified Holdings Stock is matblicly traded, for a 25-day period each yeabjgstt to extension in certain instances)
following the preparation of a valuation used ttedmine the Conversion Ratio of the Class R Staith the first such period following
December 31, 1999, and (y) if the Diversified Holgh Stock is publicly traded, for a period of sisimess days each month, with the first
such period following 90 days (subject to extendmt80 days) after the Diversified Holdings Stbelcomes publicly traded. The Convers
Condition with respect to a particular share ofsSIR Stock is the earlier to occur of;

(i) the repurchase or redemption by PKS Holdingthefshare of PKS Holdings Stock to which suchesloéiClass R Stock (or fraction
thereof) is attached;

(i) the exchange of the share of PKS Holdings Btoavhich such share of Class R Stock (or fractim@reof) is attached into another clas
stock or securities of PKS Holdings intended tadseiled primarily to persons leaving employmentiSRHoldings; and (iii) April 15, 2006.
Notwithstanding any of the foregoing limitationda€s R Stock will be convertible after the occuceenf a change of control of Diversifi
Holdings. See "Description of Class R Stock-- Caswm Period" and "--Conversion Condition."

Class R Stock may not be transferred prior to ther&Exchange. Following the Share Exchange and forithe Restricted Period
Termination Date with respect to a particular studr€lass R Stock (or fraction thereof), such slwdr€lass R Stock (or fraction thereof) may
only be transferred (a) to Diversified Holdingsitsrdesignee, or (b) in a simultaneous transfénéosame transferee with the share of PKS
Holdings Stock to which such share of Class R S{ocKraction thereof) is attached provided thathstransfer of such share of PKS Holdi
Stock is permitted by the PKS Holdings Certificatéer the occurrence of (i) the Share Exchange(@hthe Restricted Period Termination
Date with respect to a given share of Class R Stockaction thereof), such share of Class R S{acKraction thereof) will be freely
transferable. See "Description of Class R StoclstiRgions on Transfer."
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Assuming the conversion into Class C Stock of atstanding PKS convertible debentures (other timgrissued in 1997), the conversion of
1,500,000 shares of Class C Stock in the 1997 GsimrePeriod and a Trading Price of $82.00, thes€R Stock issuable in the Class R
Distribution would be convertible into Diversifigdbldings Stock representing approximately 8.57%hefClass D Stock outstanding as of
October 1, 1997. Assuming that 3,000,000 shar€dasfs C Stock are converted in the 1997 ConveR@iod, such Class R Stock would be
convertible into approximately 6.85% of the ClasStck outstanding as of such date.

If the Share Exchange is not consummated by Octbhel 998 (subject to extension by the PKS Bodrd)Glass R Stock will be mandatorily
redeemed by PKS at a per share price equal tcatheatue of such of the Class R Stock ($.01 peregh&ee "Description of Class R Stock--
Mandatory Redemption."”

Prior to the Share Exchange, the Class R Stockshadlividend, liquidation or voting rights, excagtrequired by law. After the Share
Exchange, holders of Class R Stock will be entittedertain dividends and possess certain votimplignidation rights. See Description of
Class R Stock--Dividends", "-- Liquidation Rightsiid "--Voting Rights."

See "Risk Factors Regarding PKS Holdings Afterfhensaction and Ownership of the Class R Stock-ihitions on Value of the Class R
Stock", "--Limitations on Dividend, Liquidation andbting Rights of Class R Stock", "--Limitations @onversion and Transfer of the Class
R Stock" and "Description of Class R Stock."

EXCHANGE OF CLASS C STOCK; DELIVERY OF CERTIFICATES FOR PKS HOLDINGS STOCK AND CLASS R STOCK

By resolution of the PKS Board pursuant to its exgspowers under the PKS Certificate, at the EffecTime each issued and outstanding
share of Class C Stock will be mandatorily exchanfge one share of PKS Holdings Stock. Accordingiymediately after the Effective
Time, (i) for all purposes of determining the restbiolders of PKS Holdings Stock, the holders ofs€l@ Stock immediately prior to the
Effective Time shall be deemed to be holders of PHRIlings Stock and (ii) subject to any permittezhsfer of such stock, such holders shall
be entitled to receive all dividends payable ol exercise voting rights and all other rights andileges with respect to, PKS Holdings
Stock. PKS will mail, as promptly as practicabteetch record holder of Class C Stock as of theckffe Time, appropriate documentation
for such holder to use in surrendering the cedifis which represented such holder's Class C 8taoichange for (x) a certificate
representing the number of shares of PKS Holdirigek3o which such holder is entitled and (y) derdites representing the shares of Cla
Stock attached to those shares of PKS HoldingskStbalders of shares of Class C Stock will be isted to mail the certificates
representing such shares to PKS accompanied bydsucimentation. HOLDERS OF CLASS C STOCK SHOULD NRETURN SUCH
CERTIFICATES WITH THE PROXY CARD ENCLOSED WITH THIBROXY STATEMENT/JOINT PROSPECTUS. Diversified
Holdings will mail, as promptly as practicable aftiee Effective Time to each record holder of CIBsStock who is not at that time a record
holder of Class C Stock, certificates represengimgh holder's shares of Class R Stock.

CONDITIONS OF THE TRANSACTION

Consummation of the Transaction is subject toicatifon of the Transaction and approval of the iieste Amendments by the PKS
Stockholders and satisfaction of the Tax Condit@onsummation of the Transaction is not subjethécapproval of the Restated Plan. The
PKS Board will retain discretion, even if stockhelddatification of the Transaction and approvatha Certificate Amendments are obtained
and the Tax Condition is satisfied, to abandonedef modify the Transaction if the PKS Board bedie that to do so would be in the best
interests of all PKS Stockholders. Unless the PK&rB determines to extend the date, the PKS Bodedds to abandon the Transaction if it
is not consummated by October 15, 1998. The PKSBalgo has determined that if the Transactiorotgatified or the
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Certificate Amendments are not approved or theQamdition is not satisfied, the PKS Board will pobceed with the Transaction. The
Initial Certificate Amendments will be effected prptly following the Special Meeting, and the P@s&nsaction Certificate Amendments \
be effected only if the Transaction is consummaiée. Restated Plan, if approved, will be implemérate soon as possible after receipt of
approval.

CONVERSION OF CLASS C STOCK PRIOR TO THE TRANSACTIO N

Holders of PKS Holdings Stock (I.E., the formerderks of Class C Stock) will have no rights compkrét the Conversion Right, which
permits holders of Class C Stock to convert shaf€dass C Stock into Class D Stock. Consequestiguld the Transaction be
consummated, the 1997 Conversion Period would éérhl opportunity to convert shares of Class @cktinto shares of Class D Stock.
Holders of Class C Stock who convert such shargaglithe 1997 Conversion Period will not receivargls of Class R Stock with respect to
such converted shares pursuant to the Class R Sistibution.

Under the PKS Certificate, PKS may elect to repasehany shares of Class C Stock tendered for csiowento Class D Stock during the
1997 Conversion Period at the applicable ClassrGSRare Price. A tendering holder of Class C Stelk is an employee of PKS or a 20%-
owned subsidiary of PKS may withdraw the tendesrof shares which PKS has elected to repurchassudhirto this grant of authority, the
PKS Board has set the Conversion Cap, which litai000,000 shares the number of shares of Cl&teck that can be converted during
the 1997 Conversion Period. The PKS Board has ietbtise Conversion Cap in order to limit the po&ndilution to holders of Class D
Stock resulting from conversions during the 199vawsion Period.

Holders of Class C Stock tendering shares of GIaSsock for conversion during the 1997 Conversierid® will be required to indicate
whether, if the Conversion Cap applies: (i) sucldéodesires to receive cash in exchange for aagestof Class C Stock such holder is
unable to convert as a result of the Conversion @guch holder desires to receive a short-tpromissory note (as described below) for
such unconverted stock; or (iii) such holder desicehave such unconverted stock returned to tldeho

PKS expects that holders of Class C Stock who thterleave the employment of PKS at year end 19%hortly thereafter will elect to
receive cash or a short-term promissory note foh sunconverted stock and that all other holdeSlags C Stock will elect to have such
unconverted stock returned to them. PKS expegisyocash and deliver promissory notes for uncorde®@ass C Stock on or about Marcl
1998. Any such promissory note will be unsecuretl,bg payable on January 15, 1999 and will beterest at an annual rate of 6% from the
date of issuance, payable at maturity. The recatd fbr the Class R Stock Distribution will be sedpsent to January 1, 1998 and prior to the
payment of cash or delivery of promissory notesstarh unconverted stock. All tendering holders lafs€ C Stock who are unable to convert
shares of Class C Stock into Class D Stock duhiegl®97 Conversion Period as a result of the CeiweiCap will receive shares of Class R
Stock in the Class R Stock Distribution with reggecsuch unconverted shares of Class C Stockhdfider of Class C Stock elects to receive
cash or a short-term promissory note for any sudonverted Class C Stock, the related shares aE@aStock will be delivered to such
holder following consummation of the Transactiomgl avill not be attached to any Class C Stock or PK&lings Stock.

If the Transaction is not consummated, PKS intdadsfer to sell Class D Stock to tendering hold#r€lass C Stock who were unable to
convert Class C Stock as a result of the ConveiSamand received cash or a shertn promissory note for such unconverted Clas$oCks
PKS intends to offer to each such Class C holdemaber of shares of Class D Stock equal to the mumibshares of Class D Stock into
which such unconverted shares of Class C StockdMuwaNe been convertible but for the applicatiothef Conversion Cap, at a price per
share of Class D Stock equal to the Class D PeeSPréice as of January 1, 1998.
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Whenever Class C Stock is converted into Classdok$it has been PKS' practice (although the tevfitke PKS Certificate do not require
that it do so) to transfer funds from the ConsinrcGroup to the Diversified Group, in an amouna&do the aggregate Class C Per Share
Price of the Class C Stock so converted, in orgietr the conversion will not have the effect of tlilg the Class D Formula Value. PKS will
take the same action with respect to Class C Stonkerted into Class D Stock during the 1997 CasiverPeriod. Thus, the more Class C
Stock that is converted during the 1997 ConverBieriod, the greater the funds that will be transfitfrom the Construction Group to the
Diversified Group. For example, if 1,500,000 shak€lass C Stock were converted into Class D Sthwing the 1997 Conversion Period,
PKS would transfer $72,000,000 from the Construc@voup to the Diversified Group; if 3,000,000 sisof Class C Stock were converted
into Class D Stock during the 1997 Conversion ReiiRKS would transfer $144,000,000 from the Comsimn Group to the Diversified
Group (calculated in each case assuming a yeat @9itl Class C Per Share Price of $48.00). See 'Ristors Regarding PKS Holdings Af
the Transaction and Ownership of Class R Stockr&feas from the Construction Group."

INSTALLMENT NOTE PROGRAM

If the Transaction is consummated, PKS Holdingsrids to institute the Installment Note Progranalimwv holders of PKS Holdings Stock
elect to receive Installment Notes as an altereativcash upon repurchase of PKS Holdings Stoekdordance with the PKS Holdings
Certificate. Under the PKS Certificate and the Rk@dings Certificate, holders of Class C Stock harel holders of PKS Holdings Stock
will have, the right to sell Class C Stock or PK8Idings Stock to the issuer, at the Class C PereShace or PKS Holdings Per Share Price,
as applicable. Any such sales are for cash, wisichquired to be paid to the selling holder, withaterest, within 60 days of the tender of
stock to the issuer.

Under the Installment Note Program, PKS Holdinderids to offer to holders of PKS Holdings Stock wéwader stock for sale to PKS
Holdings, the option to receive any or all of theghase price for the PKS Holdings Stock in andifrsient Note. Installment Notes will have
provisions, such as term to maturity, interest,ratel interest and principal payment terms, ashited by the PKS Holdings Board from
time to time.

PKS Holdings expects that selling holders of PK3dihgys Stock who receive Installment Notes willregquired to recognize gain for U.S.
federal income tax purposes on the sale of théegkstock only as principal payments are receivethe Installment Notes. As a result, the
Installment Note Program would permit holders ofSPHoldings Stock to defer taxes that would othesviis payable upon a cash sale of
stock to PKS Holdings, although such holders wdngdilso required to defer receipt of the relatetiqgqo of the sales price of such stock. To
the extent that the Installment Notes receivechinyear by a selling holder of PKS Holdings Stogkeed $5,000,000, such selling holder
will be required to pay interest each year, astadil tax, on part of the deferred tax liabilitythvrespect to the sale of the PKS Holdings
Stock giving rise to the Installment Notes.

PKS intends to implement the Installment Note Paogrin part, because the Conversion Right will lmaieated as a result of the
consummation of the Transaction. The InstallmerteNRrogram is merely a tax deferral mechanism,jsndt intended to provide holders of
Class C Stock with an investment comparable thawing the potential risks and rewards of, a cosigerof Class C Stock into Class D St
as a result of the exercise of the Conversion RIgKS may modify or discontinue the Installationt&l®rogram at any time without notice to
holders of PKS Holdings Stock.

ARRANGEMENTS FOR CANADIAN CLASS C HOLDERS

A holder of Class C Stock who is a resident of Ganfar Canadian federal income tax purposes wiblldgect to tax on receipt of shares of
Class R Stock in the Class R Stock Distribution aiitirealize a capital gain on receipt of PKS Halgs Stock in the Share Exchange. See "--
Certain Canadian Federal
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Income Tax Considerations." Consequently, suchdrslthay decide to sell such Class C Stock to PKSuant to the PKS Certificate, after
the Class R Stock Distribution but prior to the @haxchange. PKS Holdings currently intends to ewsuch selling holders of Class C
Stock with interest-free loans in connection withighases of PKS Holdings Stock subsequent to theeSExchange. The costs of the interest-
free loan arrangements, which are not expecteddeesl $6 million, will be allocated between PKS &5 Holdings in accordance with the
general cost allocation provisions of the sepanadigreement between PKS and PKS Holdings (the tSépa Agreement”).

CONVERSION OF THE DEBENTURES

Under the terms of the Debentures, which have b&ened by PKS in the past to certain of its semi@nagement employees, holders may
convert the Debentures into Class C Stock duririg1Brough 2001. If PKS Stockholders ratify therigaction, PKS will permit holders of

the Debentures to convert such Debentures intas@aStock during a ten-day period subsequent testpeation of the 1997 Conversion
Period and prior to the Class R Stock Distributidocordingly, holders of Debentures who converirtBebentures into shares of Class C
Stock will receive shares of Class R Stock witlpess to such shares in the Class R Stock Distohudind have such shares exchanged in the
Share Exchange. As of August 23, 1997, approxim&®l6 million in principal amount of Debenturessa@utstanding. A total of 388,237
shares of Class C Stock would be issuable if alidh¢ures were so converted.

PKS is aware that holders of Debentures genenadlyriindebtedness to fund the purchase of the Delenand the Class C Stock into which
such Debentures are convertible. An early convarsidebentures will cause a holder of Debentuwegsaly interest to such holder's
borrowings without the offsetting benefit of intsténcome from the Debentures. PKS intends to petiolders of Debentures who convert
their Debentures with interest-free loans to repatgtanding loans that were used by the holdefisance the purchase of the Debentures.
These interest-free loans would be in the princgmadunt of the Debentures converted, would haveritvatdates which conform to the
original conversion dates specified in the Debesgpand would become immediately due upon a hslternination of employment. The
costs of such interest-free loans, which are npeeted to exceed $2 million, will be allocated begw PKS and PKS Holdings in accordance
with the general cost allocation provisions of eparation Agreement. See "Certain RelationshigRetated Transactions."

TRADING OF PKS HOLDINGS COMMON STOCK

Shares of Class C Stock are not currently listedréaling on any stock exchange or market. PKS idgklStock will not be listed for trading
at the Effective Time or thereafter.

TRADING OF DIVERSIFIED HOLDINGS STOCK

Shares of Class D Stock are not currently listedréading on any stock exchange or market. DivierdiHoldings does not expect to list
Diversified Holdings Stock for trading on a stocickange or market at the Effective Time. Diversifidoldings expects that it will not seek
such a listing until it raises capital through dliequity offering or desires to have a listediggsecurity available for acquisitions. Any
determination to raise public equity capital widmend on a number of factors including, withouttétion, Diversified Holdings' capital
needs, the availability and attractiveness of a#tve sources of capital, the performance of Biifid Holdings and conditions in the public
equity markets. Accordingly, no assurance can bergihat Diversified Holdings Stock will be listéat trading in the future, or, if it is, when
such listing will be accomplished or whether anvactrading market will develop or be sustained.

REQUIRED VOTE FOR THE TRANSACTION

Although stockholder action with respect to therigHexchange is not required under applicable lath@PKS Certificate, the PKS Board
determined to seek stockholder ratification of Th@nsaction
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due to the importance of the Transaction to PKSthadPKS Stockholders. Ratification of the Tranisactequires the affirmative vote of (i)
majority of the shares of Class C Stock presentvaidg at the Special Meeting, voting separatshaa&lass, and (ii) a majority of the shares
of Class D Stock present and voting at the Sp&égating, voting separately as a class. ApprovahefCertificate Amendments under
Delaware law and the PKS Certificate requires ffimzative vote of (x) at least 80% of the outstamgishares of Class C Stock, voting
separately as a class, (y) a majority of the onthtay shares of Class D Stock, voting separately @dass, and (z) a majority of the
outstanding shares of Class C Stock and Class €& Stoting together. Approval of the Restated REguires the affirmative vote of a
majority of the shares of Class C Stock and Clastdgk present and voting at the Special Meetingnyg together.

If the Transaction is not ratified or the Certifiedmendments are not approved by the stockholtiees?KS Board will assess other possible
courses of action in order to address the issuesded to be addressed by the Transaction. Thessesoof action could include the possible
restructuring of the Transaction, the listing o&€3 D Stock for public trading or the continuatidrthe existing capital stock structure. The
PKS Board's choice of a course of action will depepon a number of factors that it will be ablet@luate only at that time, including the
perceived reasons for the failure of the Transadtioreceive approval, the status of the ExpanBian, the status of the Diversified Group
businesses and the intentions of Mr. Crowe.

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of the material UF8deral income tax consequences of the Transadtiendiscussion which follows is based
on the Code, Treasury regulations promulgated timeter, and judicial and administrative interpretasi thereof, all as in effect on the date
hereof, and is subject to any changes in thes¢her taws occurring after such date, possibly wétinoactive effect. The discussion below is
for general information only and does not addrbeseffects of any state, local or foreign tax langhe Transaction. A holder of Class D
Stock will not receive shares of Class R Stockhares of PKS Holdings Stock in the Transaction asd result, will recognize no income,
gain or loss pursuant to the Transaction. Thereatinent of a holder of Class C Stock may vary dejpeg on his or her particular situation,
and certain stockholders (including "non-U.S. pessdas defined in the Code)) may be subject taiaprules not discussed below.

EACH HOLDER OF CLASS C STOCK IS URGED TO CONSULT €H STOCKHOLDER'S OWN TAX ADVISOR AS TO THE
PARTICULAR TAX CONSEQUENCES OF THE TRANSACTION TOU&H HOLDER, INCLUDING THE APPLICABILITY AND
EFFECT OF ANY STATE, LOCAL OR FOREIGN LAWS AND OFHANGES IN APPLICABLE TAX LAWS.

Consummation of the Transaction is conditioned uperreceipt of the IRS Rulings to the effect tijathe exchange of Class C Stock for
PKS Holdings Stock in the Share Exchange will dyals a transaction described in Sections 355(@)3&8(a)(1)(D) of the Code and (ii) the
distribution of shares of Class R Stock pursuanih¢oClass R Stock Distribution will be téeee. However, at any time before the IRS Ruli
have been issued, PKS may elect to effect the &cios in reliance on the Tax Opinion generallytie effect that the tax consequences
described below should result. The PKS Board hesrmiéned that if the Tax Condition is not satisfigte PKS Board will not proceed with
the Transaction.

The IRS Rulings and the Tax Opinion (if any) wid based on current law and on certain represensadig to factual matters made by, am
others, PKS and PKS Holdings. Such representatibingorrect in material respects, could jeopaedize conclusions reached in the IRS
Rulings or the Tax Opinion. Neither PKS nor PKS diiogs is currently aware of any facts or circums&swhich would cause any such
representations required to be made to the IR8 counsel to be untrue or incorrect in any matedspect. Further, the Tax Opinion of
counsel is not binding on the IRS or any court.

Based on the IRS Rulings and Tax Opinion (if anggdssed above, the material U.S. federal incomedasequences expected to result 1
the Transaction are as follows:
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(i) Except as described below, no income, gaiross Wwill be recognized by PKS or PKS Holdings ugfendistribution of the Class R Stock
or the exchange of Class C Stock for PKS HoldiragiSpursuant to the Transaction.

(i) A holder of Class C Stock will not recognizeyaincome, gain or loss as a result of (a) theiptad the shares of Class R Stock pursua
the Class R Stock Distribution or (b) the exchaofy€lass C Stock for PKS Holdings Stock pursuartheoShare Exchange.

(iii) A holder of Class C Stock will have, immedit after the Transaction, a tax basis for theeshaf Class R Stock and shares of PKS
Holdings Stock received in the Transaction tha&gsal to such holder's tax basis in the Class CkStomediately before the Transaction,
allocated in proportion to the relative fair markeatues of the Class R Stock and Class C Stodkedtime of the Class R Stock Distribution.

(iv) The holding period to a holder of Class C &téar the shares of Class R Stock and shares of if#l@ings Stock received in the
Transaction will include the period during whictetholder held the Class C Stock with respect takwbuch shares of Class R Stock and
shares of PKS Holdings Stock are distributed, mredithat such Class C Stock is held as a cap#at as that time.

Notwithstanding the foregoing, PKS will recognizargon the exchange of Class C Stock for PKS Hgklitock pursuant to the Shi
Exchange to the extent that shares of PKS Holdsigsk are received by holders of Class C Stock arkaot United States persons ("non-
U.S. persons"), as defined in the Code. The slade&KS Holdings Stock expected to be distributeddn-U.S. persons are estimated to
represent not more than 6.1% of the total numbshafes of PKS Holdings Stock distributed in thariBaction. Moreover, PKS may
recognize additional gain on account of or withpexs to certain aspects of the Transaction, inolydertain restructuring transactions
expected to be consummated in connection with taesiaction. The aggregate amount of gain recogfigd®KS in connection with the
Transaction is not expected to result in a matarabunt of current tax liability.

If the exchange of Class C Stock for PKS Holdingges in the Share Exchange does not qualify ag-&é& exchange under Section 355 of
the Code, then, among other consequences, (i) Ri{&lwecognize gain equal to the amount by whiehf#tir market value of PKS Holdings
Stock distributed to holders of Class C Stock edsdeKS' adjusted tax basis therein and (ii) eadtehaf Class C Stock who receives shares
of PKS Holdings Stock in exchange for such hold@tass C Stock in the Share Exchange would beetlesd having received a taxable
distribution, taxed, depending on such holder'si@dar circumstances, either as a dividend toetktent of PKS' available current and
accumulated earnings and profits, or as a salgalramge giving rise to capital gain or loss. If thi&tribution of the shares of Class R Stock
pursuant to the Class R Stock Distribution doesjuadify as either a tax-free recapitalization unSlection 368(a)(1)(E) of the Code or as a
tax-free distribution under Section 305(a) of thml€, then, among other consequences, each hol@asdg C Stock who receives shares of
Class R Stock pursuant to the Class R Stock Digtdb will be treated as having received a taxaldéibution, taxed to such holder
generally as described in the preceding senterfeinturrence of significant tax liabilities by PK8 the event that the exchange of Class C
Stock for PKS Holdings Stock is not treated asxaftee exchange under Section 355, could have armabhadverse effect on PKS' business
and financial condition.

Treasury regulations governing Section 355 of thdeCrequire that each stockholder of PKS who reseshares of PKS Holdings Stock
pursuant to the Share Exchange attach a statemsuath holder's federal income tax return for th@ble year in which such holder receives
such stock, which statement indicates the applitabif Section 355 of the Code to the Share ExgeaPKS will provide each stockholder
with the information necessary to comply with tréguirement.

TAX TREATMENT OF CLASS R STOCK. The following disssion assumes that a holder will hold shares s Stock (and the
Diversified Holdings Stock issuable upon the cosimr of the Class R Stock) as capital assets. ddnaenerally will not recognize gain or
loss upon the conversion of a share of Class R
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Stock, except with respect to the receipt of cadreu of a fractional share of Diversified Holdm§tock. A holder who receives cash in lieu
of a fractional share of Diversified Holdings Stogll be treated as if such fractional share haelhbissued and then immediately redeemed
for cash. As a result, the holder will recognizenga loss equal to the difference between the amhofisuch cash and the holder's tax basis in
such fractional share. A holder's tax basis insti@res of Diversified Holdings Stock received ugfsmconversion of shares of Class R Stock
(including any fractional share interest thereiehgrally will equal the holder's tax basis in thares of Class R Stock immediately prior to
conversion. A holder's holding period for share®ufersified Holdings Stock into which such shapé€lass R Stock are converted will
include the period during which the holder heldrssbares of Class R Stock.

Upon a sale or other taxable transfer of shar€dads R Stock to persons other than Diversifieddiigls, a holder generally will recognize a
capital gain or loss equal to the difference betwthe amount of cash and the fair market valuengfraoperty received in exchange therefor
and the holder's tax basis in the shares of Cla8®Ek, which would be a long-term capital gairlass if the holder has held the shares of
Class R Stock for more than one year. Long-ternitalagains recognized by individual taxpayers aeet! at a maximum rate of 28%.
Recently-enacted legislation generally reducesrthgimum capital gains rate to 20% for capital ashetd for more than eighteen months.

An adjustment in the conversion price or the nuntfeshares to be received upon conversion of theeshof Class R Stock may, in certain
circumstances, result in constructive distributiombolders of shares of Class R Stock which cbeldaxable as dividends. A holder's tax
basis in shares of Class R Stock generally woulthtreased by the amount of any such dividend.

BECAUSE OF THE INDIVIDUAL NATURE OF TAX CONSEQUENCE, EACH HOLDER OF CLASS C STOCK IS URGED TO
CONSULT ITS TAX ADVISOR WITH RESPECT TO THE TAX COBEQUENCES TO SUCH HOLDER OF THE TRANSACTION,
INCLUDING THE EFFECT OF U.S. FEDERAL, STATE AND LOX, AND FOREIGN AND OTHER TAX LAWS, AND THE EFFECT
OF POSSIBLE CHANGES IN SUCH TAX LAWS.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of the principal Canadiederal income tax considerations generally apple under the Canadian Act to a
holder of Class C Stock who receives shares ofsGaStock in the Class R Stock Distribution andedaf PKS Holdings Stock in the Share
Exchange and who, for purposes of the Canadianig\atresident of Canada, holds Class C Stockwélhtiold the shares of Class R Stock
and the Diversified Holdings Stock into which sgttares of Class R Stock are converted, as capitpepy, deals at arm's length with PKS
and is not affiliated with PKS within the meaninfigtloe Tax Proposals referred to below (a "Canad@idtolder").

This summary does not apply to a financial ingtitutvithin the meaning of section 142.2 of the Giaa Act or to a Canadian C Holder in
respect of which PKS is a foreign affiliate withime meaning of the Canadian Act.

This summary is based on the current provisiorth®Canadian Act and the regulations thereunder"@anadian Regulations") in force on
the date hereof, specific proposals (the "Tax Psafs) to amend the Canadian Act or the Canadigulggons publicly announced by the
Minister of Finance prior to the date hereof andiaderstanding of the current published administeadnd assessing practices of Revenue
Canada, Customs, Excise and Taxation ("Revenuedadndxcept for the Tax Proposals, this summasmsdwmwt take into account or
anticipate any proposed changes to the law or t@Ree Canada's administrative and assessing mactihether by legislative,
governmental or judicial actions.

THE FOLLOWING DISCUSSION IS INTENDED TO BE A GENERADESCRIPTION OF THE CANADIAN FEDERAL INCOME TAX
CONSIDERATIONS GENERALLY APPLICABLE TO A CANADIAN CHOLDER BY REASON OF THE TRANSACTION AND IS NO
INTENDED TO BE, NOR
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SHOULD IT BE CONSTRUED AS BEING, LEGAL OR TAX ADVIE TO ANY PARTICULAR HOLDER. EACH CANADIAN C
HOLDER IS URGED TO CONSULT SUCH HOLDER'S OWN TAX ADSOR AS TO THE PARTICULAR TAX CONSEQUENCES OF
THE TRANSACTION TO SUCH HOLDER, INCLUDING THE APPOABILITY AND EFFECT OF ANY PROVINCIAL, LOCAL OR
FOREIGN LAWS AND OF CHANGES IN APPLICABLE TAX LAWS.

TREATMENT OF THE CLASS R STOCK DISTRIBUTION. A Cadi@n C Holder will be required to include in comipgtsuch holder's
income an amount equal to the fair market valuanyfshares of Class R Stock received by way ofldiui in the Class R Stock Distribution.
The Class R Stock Distribution will not be eligilite the grossip and dividend tax credit generally applicablditadends received in resp:
of shares of taxable Canadian corporations noramyl Canadian C Holder which is a corporation kéled to a deduction in computing
taxable income in respect of such dividend. A Cara& Holder will generally be entitled to a dedotequal to any U.S. tax required to be
deducted or withheld in respect of such dividendamputing his or her tax otherwise payable in eespf such dividend. The cost to a
Canadian C Holder of the shares of Class R Stamived in the Class R Stock Distribution will beanount equal to the fair market valu
such shares of Class R Stock.

CONVERSION AND DISPOSITION OF SHARES OF CLASS R SIK. The conversion of shares of Class R Stock, dredt the option

of the Canadian C Holder or PKS or upon the autanecanversion, will not constitute a dispositionpwbperty for purposes of the Canadian
Act. Shares of Diversified Holdings Stock issue@t@anadian C Holder upon the conversion of shar€$ass R Stock will have a cost eq

to the adjusted cost base to such Canadian C Holdke shares of Class R Stock so converted.Reiseenue Canada's current administrative
practice that a Canadian C Holder who receives naskxceeding Canadian $200.00 in lieu of a feaeti share will have the option of
recognizing the capital gain or capital loss agsim the disposition of the fractional share in pating the Canadian C Holder's income for
the taxation year in which the conversion occuraltarnatively of reducing the adjusted cost bdgbeDiversified Holdings Stock received
upon the conversion by the amount of such cashara@ian C Holder who disposes of shares of Cla&8®8k will realize a capital gain (or a
capital loss) to the extent that the proceeds sgatiition thereof, net of any reasonable costsspiodition exceed (or are exceeded by) the
Canadian C Holder's adjusted cost base of sucksloaClass R Stock.

DIVIDENDS ON CLASS R STOCK. A Canadian C Holder Mik required to include the gross amount of amidénds paid on the shares
Class R Stock in computing such holder's incomey. guch dividends will be subject to the tax treattdescribed in "--Treatment of the
Class R Stock Distribution."

EXCHANGE OF CLASS C STOCK IN THE SHARE EXCHANGE. @anadian C Holder who receives shares of PKS Hgéd8tock in the
Share Exchange will generally realize a capitahdar a capital loss) to the extent that the faarket value of the PKS Holdings Stock
received in the Share Exchange exceeds (or is deddsy) the Canadian C Holder's adjusted coshimClass C Stock.

The cost to a Canadian C Holder of the shares & RKldings Stock received in the Share Exchangaldhie equal to the fair market value
of such PKS Holdings Stock, determined at the tinguch exchange.

FOREIGN CURRENCY TRANSLATION ISSUES. Generally shiegy, all amounts relevant to the computation abime under the
Canadian Act which are paid, received or expresséateign currency must be translated into Canadiallars using an appropriate excha
rate. A Canadian C Holder's cost of Class C St6t&ss R Stock and PKS Holdings Stock will be traresl into Canadian dollars at the date
of the acquisition thereof. The fair market valdi¢he shares of Class R Stock and the fair maréktesof the PKS Holdings Stock receivec
the Share Exchange must be translated into Candditars at the date of acquisition thereof.
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NEBRASKA TAX RULING

PKS will apply to the State of Nebraska DepartndrRevenue for a ruling to the effect that everutiftoPKS and PKS Holdings will becol
independent companies if the Transaction is consatety PKS and PKS Holdings would continue to besictamed the same corporation for
purposes of the Nebraska capital gain exclusiowigians (the "Nebraska Ruling"). Accordingly, prded certain requirements are met an
appropriate election is made, such Nebraska cagaialexclusion would be available for the sal®KfS Holdings Stock by residents of
Nebraska. As of September 1, 1997, 239 holderdassSaC Stock, holding in the aggregate 3,719,2&4eshof Class C Stock (includil
Messrs. Scott, William Grewcock, Stinson, Toll, BeuGrewcock and Johnson, who are members of theBid81 and hold in the aggregate
1,672,056 shares of Class C Stock) are resideritedtate of Nebraska. Because failure to reciet a ruling could result in substantial
additional tax cost of the Transaction to a sulighnumber of Class C stockholders, if PKS doesraceive the Nebraska Ruling or an
opinion of tax counsel generally to the same effiscthe requested Nebraska Ruling, by the date whah the Tax Condition is satisfied, 1
PKS Board may review the benefits of the Transadtidight of the failure to receive the NebraskaliRg or such opinion, and could
determine to abandon, defer or modify the Traneadfiit determined that such action would be ie best interests of all PKS Stockholders.

REGULATORY APPROVALS

PKS does not believe that any material federataiesegulatory approvals will be necessary in eation with the Transaction.
APPRAISAL RIGHTS

PKS Stockholders will not be entitled to apprarigits as a result of the Transaction.

ACCOUNTING TREATMENT

Upon consummation of the Transaction, the histbdoasolidated financial statements of PKS willrboactively restated, where
appropriate, to disaggregate the historical baséntial information of the Construction Group, gdsent the business of the Construction
Group as discontinued operations. PKS, which véllénamed "Diversified Holdings, Inc." followingetttonsummation of the Transaction,
will account for the Share Exchange using the hisabcost basis of the Construction Group andfeihg the Transaction will continue to
account for its results on an historical cost basfter the Transaction the business of the Contitan Group will be operated by PKS
Holdings and will continue to be reflected in tlgparate financial statements of PKS Holdings ohistorical cost basis.

POST-TRANSACTION ARRANGEMENTS BETWEEN PKS HOLDINGS AND DIVERSIFIED HOLDINGS

PKS and PKS Holdings have entered into variouseageats intended to implement the Transaction, dicluthe Separation Agreement and
a tax allocation agreement (the "Tax Allocation @égment"). Set forth below are descriptions of tlaamal terms of the Separation
Agreement and the Tax Allocation Agreement, botlwbich are included as exhibits to the RegistraBtatement of which this Proxy
Statement/Joint Prospectus is a part. The desmmgpbelow are qualified by reference to those agesds.

SEPARATION AGREEMENT. The Separation Agreement jtes for the principal corporate transactions neagsto consummate the
Transaction, the relationship between PKS Holdangs Diversified Holdings after the Transaction, allecation of certain risks and
responsibilities between PKS Holdings and DiveesifiHoldings after the Transaction and certain otiatters.
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The Separation Agreement provides for the Shard&hge, the Class R Stock Distribution and certatiernal corporate transactions
necessary to consummate the Transaction. The Siepafgreement provides that each of Diversifiedditogs and PKS Holdings will
indemnify the other with respect to breaches ofShparation Agreement and with respect to theitieBwof its subsidiary business groups,
except as specifically provided under the Tax Adkian Agreement (as defined below). The cross-imites are intended to allocate
financial responsibility for liabilities arising tof the historical and future business of the @aision Group to PKS Holdings, and financial
responsibility for liabilities arising out of thagtorical and future business of the Diversified@r to Diversified Holdings. The Separation
Agreement also allocates between Diversified Hgdiand PKS Holdings certain corporsggel risk exposures not readily allocable to on
the other. The Separation Agreement also proviolethé allocation between Diversified Holdings &1€S Holdings of costs and benefits
under existing insurance policies and arrangements.

The Separation Agreement provides for the divisietween the Construction Group and the DiversiBedup of any assets (other than
corporate subsidiaries) held directly by PKS imraggly prior to the Share Exchange.

The Separation Agreement provides that PKS wilhgieaits name to Diversified Holdings, Inc. not fatean the date of the filing of the
Certificate Amendments in the State of Delawaré, thiat PKS and all of its subsidiaries will assigiPKS Holdings any and all right, title

and interest in and to any corporate name, trademartrademark using the initials "PKS" or the nartieeter Kiewit Sons', Inc." or "Kiewit,"
and any other proprietary right with respect tcsthaames or related symbols, and will refrain fumimg any such property right in
connection with the future conduct of its busines®KSIS, however, will be entitled to continueuse its current corporate name for a period
of two years after the Effective Time.

The Separation Agreement also sets forth certaier@ants of Diversified Holdings and PKS Holdingemded to ensure that certain
transactions, such as material asset acquisitinatgrial asset dispositions and repurchases ofatapdock do not occur after consummatio
the Transaction unless adequate assurance hasdoeéred that such transactions will not adveraffigct the intended tax consequences of
the Transaction. Diversified Holdings and PKS Hoti do not anticipate that these restrictions léille a material adverse effect on their
respective business, operations or growth oppdnésni

The Separation Agreement provides that each ofrBified Holdings and PKS Holdings will be grantedt@ss to certain records and
information in the possession of the other company, requires that each of Diversified Holdings BK®S Holdings retain all such
information in its possession for a period of teanrs following the Transaction. Under the Sepanatigreement, each company is required to
give the other company prior notice of any intemtio dispose of any such information.

The Separation Agreement provides that, exceptreswise set forth therein or in any related agre®imcosts and expenses in connection
with the Transaction will be paid 82.5% by Diveiesif Holdings and 17.5% by PKS Holdings.

TAX ALLOCATION AGREEMENT. PKS and PKS Holdings haeatered into the Tax Allocation Agreement thaires each company's
rights and obligations with respect to deficien@es refunds of federal, state and other taxesimgléo the Business Groups' operations for
tax years (or portions thereof) ending prior to Thansaction and with respect to certain tax attab of Diversified Holdings and PKS
Holdings after the Transaction. In general, witbpect to periods (or portions thereof) ending oheafore the Effective Time, PKS Holdings
will be responsible for preparing both consoliddiederal tax returns for the consolidated group, state tax returns for the combined and
any subsidiary group. In general, under the Tan@dtion Agreement, Diversified Holdings and PKS diiadis will be responsible for paying
the taxes relating to such returns (including arfysequent adjustments resulting from the redetextioim of such tax liabilities by the
applicable taxing authorities) that are allocabl¢hie Diversified Group business
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and the Construction Group business, respectiiersified Holdings and PKS Holdings will cooperatith each other and share
information in preparing such tax returns and ialig with other tax matters.

EXISTING ARRANGEMENTS AND RELATIONSHIPS

Although PKS and PKS Holdings will become two indegent companies if the Transaction is consummiétisdanticipated that PKS and
PKS Holdings will continue certain existing busisesrangements and relationships. Set forth bedawdescription of the material terms of
such arrangements and relationships.

MINE MANAGEMENT AGREEMENT. The Construction Groumd the Diversified Group are parties to an agreéitiea "Mine
Management Agreement") pursuant to which a Constnu&roup subsidiary, Kiewit Mining Group Inc.,gwides mine management and
related services for the Diversified Group's coaling properties. In consideration of the provisafrsuch services, Kiewit Mining Group
Inc. receives a fee equal to thirty percent ofatipisted operating income of the coal mining proger The Mine Management Agreement
also provides for specified capital requirementghimevent the parties mutually agree to underdakew mining venture. Disputes under the
Mine Management Agreement are resolved by the PE&® The term of the Mine Management Agreemeniresmn January 1, 2016,
subject to early termination by the PKS Board.dntemplation of the consummation of the Transactioe management of the Construction
Group and the management of the Diversified Graepeviewing the possibility of modifications toetiMine Management Agreement, or of
a restructuring of the relationship of the DivaesifGroup and the Construction Group with respethé mining properties. The Business
Groups, however, have not yet reached any agreemnaaty such modification or restructuring.

KIEWIT INVESTMENT MANAGEMENT. The Diversified Groupwns 60% of, and the Construction Group owns 40%he capital stock
of Kiewit Investment Management Corp., ("KIM") agistered investment adviser that manages the Kidwitial Fund. See "Appendix B--
Business of Diversified Holdings-- Kiewit Mutual rd."

Substantially all of the cash and cash equivalehtse Business Groups, and a substantial porfitheomarketable securities of the
Construction Group and the Diversified Group, amprised of investments in the Kiewit Mutual Fuiitie Diversified Group and the
Construction Group are discussing a number of ptesairangements regarding money management f@dubkimess Groups, with a view
toward development of separate money managemeciidans for each Business Group at an appropriate tollowing consummation of the
Transaction. These discussions could result ineaadisposition of one Business Group's ownerstigrest in KIM to the other Business
Group, the sale of KIM to a third party or anothestructuring related to the Kiewit Mutual Fund.

OTHER SERVICES. PKSIS currently provides certafioimation services to the Construction Group, d@d@onstruction Group currently
provides certain aircraft flight and maintenancevises to the Diversified Group. The Business Gmobelieve that such services are provided
pursuant to terms which are at least as favorabéath of the Business Groups as could have bemtiaied by such groups with unaffiliat
third parties. The Business Groups expect that saokices will continue to be provided after thafgaction is consummated.
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THE INITIAL CERTIFICATE AMENDMENTS

The PKS Board has approved, and recommends thaSaicRholders approve, the Initial Certificate Ardarents to become effective
promptly following their approval at the Special 8img. The text of the Initial Certificate Amendnteis set forth as Appendix E-I hereto.

The Initial Certificate Amendments amend the PK®ifieate to: (i) create the Class R Stock to b&ributed in the Class R Stock
Distribution pursuant to the Transaction; (ii) iease from 50,000,000 to 500,000,000 the numbérarks of Class D Stock which PKS is
authorized to issue; and (iii) designate 10 shaf&dass D stock as Class D Stock, Non-Redeemadriess

CLASS R STOCK

The Initial Certificate Amendments include a prasiscreating the Class R Stock and authorizing@®@0 shares of Class R Stock for
issuance. The Class R Stock is being created ier docbe distributed in the Class R Stock Distitrupursuant to the Transaction and will be
convertible into Diversified Holdings Stock and kaerms as described in "Description of Class RIStd-or a description of the means of
distribution of Class R Stock by PKS pursuant ® Thansaction, see "The Transaction--The ClasoBkRistribution."

INCREASE IN AUTHORIZED SHARES OF CLASS D STOCK.

As a result of the Initial Certificate Amendmerttee number of authorized shares of Class D Stottbowiincreased from 50,000,000 to
500,000,000 shares. The purpose of the increasei®vide PKS with the ability to engage in finargcand other acquisition transactions
using the Class D Stock, to distribute shares ab€D Stock as dividends on PKS Stock, to effectkssplits with respect to the Class D
Stock and to otherwise have sufficient shares ab€D Stock available for issuance from time tethby the PKS Board upon its
determination that such issuance is appropriataratite best interest of PKS. The availability dfigional shares of Class D Stock will
provide PKS with the flexibility necessary to readdo the business needs and opportunities of RKSanticipated that prior to the
consummation of the Share Exchange the PKS Bodrdetermine to issue shares of Class D Stockdigidend with respect to the
outstanding shares of Class D Stock in order tceti stock split with respect to the Class D Stéeska result of the Initial Certificate
Amendments, Diversified Holdings will have a subsia number authorized but unissued shares ofs@aStock that could be used by
Diversified Holdings to deter a potential acquirBee "Risk Factors Relating to Diversified Holdigter the Transaction--Certain
Limitations on Changes in Control of Diversified Idimgs."

CLASS D STOCK, NON-REDEEMABLE SERIES

The Initial Certificate Amendments also includerayision designating 10 shares of Class D StodBlass D Stock, Non-Redeemable Series.
Pursuant to the PKS Certificate, as amended binttial Certificate Amendments, shares of ClasstbcE, Non-Redeemable Series will have
terms identical to those of other shares of Clagtdak, with the following exceptions: (i) holdextClass D Stock, Non-Redeemable will
have no rights to cause PKS to repurchase theiesh@i) shares of Class D Stock, Non-Redeemaeét@S will not be convertible into Class
C Stock; and (iii) shares of Class D Stock, Nond@&amable Series will not be subject to mandatochamge into Class C Stock by PKS. See
"Comparison of Class D Stock and Diversified HotglirStock--Repurchase Rights", "--Conversion Rightg! "--Mandatory Exchange." A
holder of Class D Stock, Non-Redeemable Seriessiidle on a pro rata basis with the other holde®ass D Stock in amounts available
upon liquidation of PKS and will receive dividengksr share equal to those paid on other sharesass@ Stock. A holder of Class D Stock,
Non-Redeemable Series will be entitled to vote togettith the other holders of Class D Stock, as glsialass, on all matters upon which
Class D Stock is entitled to vote, other than gsiired by law. Further, upon Class D Stock's beogmiublicly traded, all outstanding shares
of Class D Stock, Non-Redeemable Series shall desisg so designated and shall have the same rigieferences, privileges and
limitations as other shares of Class D Stock.

The Delaware General Corporation Law (the "DGCLyides that at any time a Delaware corporatioregds its stock it must have
outstanding shares of at least one class or sari&eck with full voting powers which shall not bebject to redemption. PKS is designating
Class D Stock, Non-Redeemable Series as a neve sdnimn-redeemable stock to be outstanding airtieeof potential redemptions of its
other capital stock.
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THE POST-TRANSACTION CERTIFICATE AMENDMENTS
GENERAL

The PKS Board has approved, and recommends thatSeRholders approve, the Post-Transaction Ceatd#i Amendments which will
become effective only upon the consummation offitamsaction. The Diversified Holdings Certificatéhich is a restatement of the PKS
Certificate after giving effect to the Initial Céitate Amendments and the Post-Transaction Ceatdi Amendments, is attached as Appendix
E-1I hereto.

The Diversified Holdings Certificate incorporateso a single document the Initial Certificate Amerahts and the Post-Transaction
Certificate Amendments. The Post-Transaction Geaté Amendments will amend the PKS Certificate to:

(i) change the name of PKS from "Peter Kiewit Soimg." to "Diversified Holdings, Inc."; (ii) redemnate Class D Stock as "Common Stock,
par value $.01 per share"; (iii) authorize the &se of series of preferred stock, the terms otwhre to be determined by the Diversified
Holdings Board; (iv) modify the repurchase righdsathich the holders of Class D Stock are entit(ejifelete the provisions regarding Class
C Stock; (vi) classify the Diversified Holdings Bda (vii) prohibit stockholder action by written msent; (viii) empower the Diversified
Holdings Board, exclusively, to call special meg$rof the stockholders; (ix) require a super-majorote of stockholders to amend the
Diversified Holdings By-laws; and (x) modify cenmtanther provisions of the PKS Certificate. Certatiher provisions of the Diversified
Holdings Certificate, such as those with respeaademnification and limitation of liability of déctors, while amended by the Post-
Transaction Certificate Amendments, will be subtitédly the same as the corresponding provisiornthénPKS Certificate.

CAPITAL STRUCTURE OF DIVERSIFIED HOLDINGS

As a result of the Transaction, Diversified Holdingill be an independent company holding the asxfetse Diversified Group, and holders
of Class D Stock will hold all of the outstandirtgases of Common Stock, par value $.01 per sham@ivefrsified Holdings as a result of the
redesignation of Class D Stock. The following Pbstnsaction Certificate Amendments are proposeaimection with the new capital
structure of Diversified Holdings following the Trsaction and certain corporate governance matters.

REDESIGNATION OF CLASS D STOCK. The Class D Stodk e redesignated as "Common Stock, par valug e share." For a
comparison of Class D Stock and Diversified Holgif®iock, see "Comparison of Class D Stock and Bified Holdings Stock." Holders of
Class D Stock will hold all outstanding shares ofdbsified Holdings Stock.

DELETION OF CERTAIN PROVISIONS AND REFERENCES. FaMling the Share Exchange, Class C Stock will haenbmandatorily
exchanged for PKS Holdings Stock, and Diversifiedddihgs will no longer own the Construction Grolipaddition, as of January 1997 all
outstanding shares of PKS Class B Construction &igj Group Nonvoting Restricted Redeemable Corerexchangeable Common
Stock, par value $.0625 per share ("Class B Stoak&je converted into shares of Class D Stocktl@se reasons, it will not be necessan
the Diversified Holdings Certificate to provide ttegms of, or otherwise make reference to, eitfi€lass C Stock or Class B Stock. Upon
adoption of the Post-Transaction Certificate Ameedts, all such provisions and references to ClaSto€k or Class B Stock, including
provisions related to the conversion, voting amirehase and other rights, will be deleted in teaiirety from the Diversified Holdings
Certificate.

AUTHORIZATION OF PREFERRED STOCK. The Post-TrangatiCertificate Amendments include a provision awiting 10,000,000
shares of preferred stock and authorize the DifredsHoldings Board to issue such shares of pretestock in one or more series. Each such
series may have such rights, preferences, privdlegel restrictions, including voting rights, diwiderights, conversion rights, redemption
privileges and liquidation privileges, as may b&dmined by the Diversified Holdings Board. Undee PKS
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Certificate, the PKS Board is authorized to estlibihe terms and issue one or more series of peedfetock; however, the terms of such
preferred stock may not include voting rights araymot provide for conversion of such preferrealsioto voting stock. Currently, there are
no shares of PKS preferred stock issued and odiisianSee "Risk Factors Regarding Diversified Hodi After the Transaction--Certain
Limitations on Changes in Control of Diversified Idimgs."

REMOVAL OF CERTAIN OTHER PROVISIONS. Certain proigss of the PKS Certificate will be made unnecessamotherwise
ineffective by the consummation of the Transactmmare already provided as a matter of Delawawe &ich provisions include, but are not
limited to: (i) provisions for the mandatory exclgarof Class D Stock; (ii) provisions for the gemelaies of officers; (iii) provisions
allowing for the ratification of any contract, tisaction or act by a majority of a quorum of stodkkos; and (iv) the provision allowing for 1
holding of stockholder and board meetings and #eplng of offices outside of the State of Delawatee Diversified Holdings Certificate
will not contain such provisions. For a more det@itiescription of the mandatory exchange provisietaged to Class D Stock, see
"Comparison of Class D Stock and Diversified HotgirStock."

BOARD OF DIRECTORS

As a result of the PoStransaction Certificate Amendments, the Diversititaldings Board will be divided into three class#gssignated Cla:

I, Class Il and Class lll, each class consistisgn@arly as may be possible, of one-third of tha& ttumber of directors constituting the
Diversified Holdings Board. The term of the init@@lass | directors will terminate on the date @& 1998 annual meeting of stockholders; the
term of the initial Class Il directors will termitgaon the date of the 1999 annual meeting of swidiens; and the term of the initial Class IlI
directors will terminate on the date of the 2008wl meeting of stockholders. At each annual mgaifrstockholders beginning in 1998,
successors to the class of directors whose terinesxgt that annual meeting will be elected foethyear terms. Accordingly, approximately
one-third of the Diversified Holdings Board will ledected each year. See "Diversified Holdings Doecand Executive Officers."

Notwithstanding any limitation in the Diversifiedbldlings Certificate on the maximum number of dioest if holders of Diversified Holdinc
preferred stock have the right to elect a specifi@gahber of directors, the election, term of offiiting of vacancies and other features of s
directorships will be governed by the terms of spdferred stock.

If the number of directors is changed, any increasgecrease will be apportioned among the cless@s to maintain the number of directors
in each class as nearly equal as possible, andddifional director of any class appointed todiWacancy resulting from an increase in the
number of such class will hold office for a termatthvill coincide with the remaining term of thaass, but in no case will a decrease in the
number of directors shorten the term of any incumbérector. In accordance with the Diversified Hiags Certificate and Delaware law,
directors may be removed only for cause becausBitresified Holdings Board is classified. In adaiit, a director will hold office until the
annual meeting for the year in which his term eaiand until his successor will be elected, supbfetever, to prior death, resignation,
retirement or removal from office. Any vacancy ogtyg in the Diversified Holdings Board may bedill only by a vote of the majority of t
directors then in office, even if less than a quoror by a sole remaining director.

Board classification provision is advantageous ieBified Holdings and its stockholders becaugeyioviding that directors will serve
three-year terms rather than one-year terms, litamhance the likelihood of continuity and stakilit the composition of the Diversified
Holdings Board and in the policies formulated byrtis will in turn permit the Diversified Holding3oard to represent more effectively the
interests of all stockholders, including the tak@igction in response to demands or actions bynanity stockholder or group. In addition,
this provision ensures that a majority of the divez at any given time will have had prior expecieas directors of Diversified Holdings.
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NUMBER OF DIRECTORS. The PKS Certificate provides lietween nine and 15 directors, as determinagtéBy-laws of PKS (the "PK!
By-laws"). Such authorized number of directors rbhayincreased no more than twice during any tweleatmperiod. The Diversified
Holdings Certificate will provide that the numbédrdirectors will be fixed between six and 15, amtancies on the Diversified Holdings
Board may only be filled by the Board. The effettr® Diversified Holdings Certificate and By-lavesthat the Diversified Holdings Board
could prevent any stockholder from obtaining mayorépresentation on the Diversified Holdings Bohydexpanding the size of the
Diversified Holdings Board, and filling the new eatorships with its own nominees.

POWERS OF THE BOARD. The PKS Certificate specificahumerates a number of powers and limitationpamers of the PKS Board.
The limitations typically require approval of twbitds of the directors and/ or a supermajority \aftéhe stockholders (in most cases the
holders of 80% of the Class C Stock outstandingyder for the PKS Board or PKS to take certaiiast these limitations are primarily
related, directly or indirectly, to the unique natof the PKS capital and management structurdigersified Holdings will possess a more
standard capital and management structure, sudatioms are not appropriate for Diversified Holglin Therefore, such limitations are not
included in the Diversified Holdings Certificatdthmugh all supermajority voting rights will be mé&kined in the Diversified Holdings
Certificate in respect to the Diversified Holdingwck. Under the Diversified Holdings Certificaédthough the powers of the Diversified
Holdings Board will not be specifically enumeratdes Diversified Holdings Board will have complgtewer to manage the business and
affairs of Diversified Holdings, as provided undiee DGCL.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatmghese provisions.
STOCKHOLDER CONSENT

The Diversified Holdings Certificate will providaat stockholders of Diversified Holdings may ordie action at an annual or special
meeting and may not act by written consent. The EKSBificate does not contain such a general piotib Under the DGCL, unless
otherwise provided in a corporation's certificaténgorporation, any action which is required orméted to be taken at an annual or special
meeting of stockholders may instead be taken withaueeting, without prior notice and without aesaf a written consent setting forth the
action to be taken is signed by the holders oftanting shares of stock having not less than tménmim number of votes that would be
necessary to authorize such action at a meetistpokholders at which all shares entitled to vbtre¢on were present and voting.

By prohibiting stockholders from acting by writteansent, the Diversified Holdings Certificate Wiifhit the ability of any stockholder to tal
action immediately and without prior notice to Dwersified Holdings Board, and would allow stockters to act only at an annual or spe
meeting. As a result, the Diversified Holdings @dte ensures that all stockholders will have dpportunity to consider any matter that
could affect their rights. However, such a limibation a majority stockholder's ability to act mighpact upon such person's or entity's
decision to purchase voting securities of DiveesifHoldings.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatmghis provision.
STOCKHOLDERS' MEETINGS

Under the DGCL, special meetings of stockholdera oérporation may be called by the corporationat of directors or by such persons as
may be authorized by a corporation's certificatanobrporation or by-laws.

The Diversified Holdings Certificate will providaat special meetings of the stockholders may Hedcahly by the Diversified Holdings
Board, the Chairman of the Board or the Chief ExgelOfficer
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and may not be called by any other person or psrsaecordingly, stockholders of Diversified Holdgghay not call a special meeting of
stockholders. The PKS Certificate is silent on thiater. The PKS By-laws provide that special nmegstiof stockholders may be called by the
Chairman of the Board or at the request of a mgjofithe PKS Board or a majority of the outstamgitoting stock of PKS.

This provision of the Diversified Holdings Certifite is intended to ensure that the election otthre and other matters for stockholder
consideration will be voted on only at Diversifiddldings' annual meeting and that Diversified Hodgi will not be forced to incur the
expense and distraction of a special meeting utiesBiversified Holdings Board, the Chairman af Board or the Chief Executive Officer
considers such a meeting to be in the best intecddhe stockholders and calls such a meeting.PKf@ Board believes that the Diversified
Holdings Board is in the best position to deternthmese issues which are properly the subject geaial meeting of stockholders. Although
this provision has the effect of precluding stodkleo consideration of a proposal over the oppasitibthe Diversified Holdings Board, the
Chairman of the Board or the Chief Executive Offi¢be PKS Board believes that stockholders argigeal a full opportunity to make prog
proposals at duly convened stockholder meetingg@neljuest that any such proposal be presentembfmideration to other stockholders in
the Diversified Holdings' annual proxy statement.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatmghis provision.
AMENDMENT OF BY-LAWS

The Diversified Holdings Certificate will providaadt the stockholders of Diversified Holdings may adopt, repeal, alter, amend or rescind
the Diversified Holdings By-laws except upon thirafative vote of at least two-thirds of the votatitled to be cast by the holders of
outstanding shares of stock of Diversified HoldinBlse DGCL vests such power solely in the stockéa@af a corporation unless such po
is conferred upon the board of directors in theifoemte of incorporation. The PKS Certificate amtly provides that the PKS Bgws may b
amended by the affirmative vote of two-thirds c# fPKS Board, or both (i) two-thirds of the outstiagdClass C Stock and (ii) a majority of
the outstanding voting stock of PKS.

The PKS Board believes that this provision willhes assure continuity with respect to the managemithe day-to-day operations of
Diversified Holdings. In addition, the provisionliyprevent a purchaser who acquires a majorithef@iversified Holdings Stock from
adopting by-laws which are not in the best inteoéstll the stockholders or repealing by-laws whéeh in such stockholders' interests.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatimghis provision.
REPURCHASE RIGHTS

Currently, holders of Class D Stock may require R&KBurchase any or all of the Class D Stock hglthem by delivering the certificate or
certificates for such Class D Stock to PKS togettiélt a written notice requesting repurchase. PKStrpay for any repurchased Class D
Stock within 60 days after receipt of the certifesaand written notice.

The PKS Board may limit the obligation of PKS tpuechase Class D Stock for cash after PKS hasyifiscal year purchased shares of
Class D Stock tendered to PKS in an amount equEd$6 of the number of shares of Class D Stock antkhg at the end of the prior fiscal
year (the "10% Threshold"). During a given fiscaly, until the 10% Threshold is reached PKS muymtrahase all shares of Class D St
tendered. If the 10% Threshold is reached, the B&&d may elect to repurchase Class D Stock byetétig a promissory note instead of
cash. In setting the proportion of shares to belmsged for cash, the PKS Board may set the propast that the cumulative shares sold
during the fiscal year is equal to
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the 10% Threshold or the PKS Board may set sonteehigroportion. Under the PKS Certificate, the pgsory notes have a term to maturity
not to exceed two years.

The Diversified Holdings Certificate will providepurchase rights similar to those provided witlpees to Class D Stock under the PKS
Certificate. Under the Diversified Holdings Cextdie, however, promissory notes issued after tB& TBreshold is reached in a given fiscal
year may have such term to maturity, up to tensjess the Diversified Holdings Board may determirtgs extension of the potential ter

of repurchase promissory notes is intended to geothie Diversified Holdings Board with greater flghty in responding to a substantial call
on its capital by stockholders seeking redempti®e "Risk Factors Regarding Diversified HoldingseAthe Transaction--Modification of
Repurchase Obligation."

REASONS FOR THE CORPORATE GOVERNANCE PROVISIONS

GENERAL. Although it is not anticipated that Cld3sStock will be listed for trading on a stock exabe or market at the Effective Time, i
anticipated that such a listing will be soughtwadtstime that Diversified Holdings determines tseacapital through a public equity offering
or denies to have a listed equity security avaddbt acquisitions. See "Risk Factors RegardingeRiied Holdings After the Transaction--
Certain Limitations on Changes in Control of Diviesl Holdings" and "Comparison of Class D Stockl &iversified Holdings Stock--
Listing." If the Diversified Holdings Stock becompsblicly traded, the Diversified Holdings Certdite provisions described under "--Board
of Directors", "--Stockholder Consent", "--Stocktefs' Meetings" and "--Amendment of By-laws" ab{egether, the "Corporate
Governance Provisions") would reduce the vulneitgtof Diversified Holdings to an unsolicited takew proposal not deemed by the
Diversified Holdings Board to be in the best instseof the stockholders. As a result of the Trat@acDiversified Holdings will not have
Class C Stock. Accordingly, Diversified Holdings wd no longer have a class of capital stock whizhla be held only by certain persons,
and, if Diversified Holdings Stock was sold bydtsrent holders, Diversified Holdings could be sdbjto coercive takeover tactics which
might impede its long-term business prospects.tmporate Governance Provisions are proposed witavatoward better enabling
Diversified Holdings to (i) develop its businessidaster long-term growth through long-range plagni(ii) attempt to avoid the necessity of
sacrificing these plans for the sake of short-tgaims and the disruptions caused by any threataifeover not deemed by the Diversified
Holdings Board to be in the best interests of Dsifexd Holdings and its stockholders and (iii) alithe Diversified Holdings Board to make a
reasoned and unpressured evaluation in the evet ofisolicited takeover proposal.

In addition, these measures would discourage cefigpies of transactions, which may involve an datughreatened change of control of
Diversified Holdings. The measures are designedake it more difficult and timeonsuming to change, among other things, majodtyrol

of the Diversified Holdings Board and thus reduoe tulnerability of Diversified Holdings to an utisded proposal for a takeover,
particularly one that is made at an inadequatee@iadoes not contemplate the acquisition of athefDiversified Holdings capital stock, or
an unsolicited proposal for the restructuring de &d all or part of Diversified Holdings. The PK&ard believes that, as a general rule, such
proposals would not be in the best interest of Bified Holdings and its stockholders. The DivaesifHoldings Board will always be bound
by its fiduciary duties to act in the best interasDiversified Holdings and its stockholders.

Historically, the accumulation of substantial st@asitions in public companies by third partiesasnetimes a prelude to proposing a take

or a restructuring or sale of all or part of suoimpanies or other similar extraordinary corpora&tioa or simply as a means to put such
companies "in play." Such actions are often un#tertdoy the third party without advance notice togansultation with, the management of
such companies. In many cases, the purchaser sg#ksentation on the particular company's boadirettors in order to increase the
likelihood that its proposal will be implemented twe company. If the company resists the efforthefpurchaser to obtain representation on
the particular company's board, the purchaser rmmntence a proxy contest to have its nominee eléottte board in

59



place of certain directors or the entire boarca umber of cases, the purchaser may not trulptkedsted in taking over the company, but
uses the threat of a proxy fight and/or a bid ke taver the company as a means of forcing the coynfmarepurchase the purchaser's equity
position at a substantial premium over the existivegket price or as a means to put the company'piay" solely to reap short-term gains
from his recent accumulation of stock.

The PKS Board believes that the imminent threaenfoval of management in such situations would redyeurtail management's ability to
negotiate effectively with such purchasers. In &ddj the PKS Board believes that the ability ehiad party to put Diversified Holdings "in
play" would severely curtail management's abilitynegotiate effectively with any other third pairtyerested in acquiring Diversified
Holdings. Diversified Holdings' management woulddegrived of the time and information necessamvaluate the takeover proposal, to
study alternative proposals and to help ensurettigabest price is obtained in any transactionlinmg Diversified Holdings which may
ultimately be undertaken. If the real purpose te#kaeeover bid were to force Diversified Holdingsépurchase an accumulated stock intere
a premium price, management would face the risk thidid not repurchase the purchaser's stot&rest, the Company's business and
management would be disrupted, perhaps irreparably.

Given the unique capital structure of PKS and tbealy held nature of Class C Stock, the PKS Geatié does not contain provisions similar
in purpose and effect to the Corporate Governange$tons. In the view of the PKS Board, the rel@varovisions of the Diversified
Holdings Certificate which PKS Stockholders arengeasked to approve will help ensure that the Bified Holdings Board, if confronted

a proposal from a third party which has acquirddbak of Diversified Holdings' capital stock, wilave sufficient time to review the proposal
and appropriate alternatives to the proposal arsttin what it believes to be the best interektssstockholders.

AMENDMENTS TO THE PKS BY-LAWS. In addition to thed@porate Governance Provisions, the PKS Board\mdithat certain
amendments to the PKS By-laws will further protestersified Holdings from an actual or threatenédmge of control. In furtherance
thereof, the PKS Board intends to approve the Bified Holdings By-laws, which will become effeatiupon the filing of the Diversified
Holdings Certificate with the Secretary of Statdlef State of Delaware. The PKS By-laws can be dettby the PKS Board. As such, no
action need be taken by PKS Stockholders with etdpesuch amendments; the following descriptiothefamendments to the Diversified
Holdings By-laws is being furnished only to notPKS Stockholders of the proposed adoption of smobraments by the PKS Board.

The Diversified Holdings By-laws will provide thahy stockholder of record may nominate one or rpersons for election as director or
directors at an annual meeting or at any speciatimg of stockholders called for the purpose ottitg directors only if written notice of
such stockholder's intent to make such nominatirains certain specified information and has ligeen to the Secretary of Diversified
Holdings within a specified time prior to the meeti In the case of an annual meeting of stockhse]dke notice must be given not less than
60 days nor more than 90 days prior to the anrdvgrdate of the immediately preceding annual mgadfrstockholders; provided, however,
that in the event that the annual meeting is cdblec date that is not within 30 days before ¢era$uch anniversary date, notice by the
stockholder in order to be timely must be receinedater than the close of business on the tentHalwing the day on which such notice
of the date of the annual meeting was mailed onh gublic disclosure of the date of the annual nmgetvas made, whichever first occurs. In
the case of a special meeting of stockholdersatédiethe purpose of electing directors, the notizest be given not later than the close of
business on the tenth day following the day on tvhictice of the date of the special meeting wadadair public disclosure of the date of
special meeting was made, whichever first occurs.
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Such stockholder's notice will be required to setfas to each person whom the stockholder prepaseominate for election as a directo
the name, age, business address and residencesdtitke person, (ii) the principal occupatioremmployment of the person, (iii) the class or
series and number of shares of capital stock oéBified Holdings which are owned beneficially érecord by the person and (iv) any other
information relating to the person that would bguieed to be disclosed in a proxy statement orrdiliegs required to be made in connect
with solicitations of proxies for election of ditecs pursuant to Section 14 of the Exchange Adt,tha rules and regulations promulgated
thereunder. In addition, such stockholder's naticst set forth, as to the stockholder giving théceq(i) the name and record address of such
stockholder, (ii) the class or series and numbeahafes of capital stock of Diversified Holdingsiethare owned beneficially or of record by
such stockholder, (iii) a description of all arrangents or understandings between such stockhatdezach proposed nominee and any other
person (including his name and address) pursuamhich the nomination(s) are to be made by suctkstader, (iv) a representation that
such stockholder intends to appear in person @rbyy at the meeting to nominate the persons namisl notice and (v) any other
information relating to such stockholder that wobtdrequired to be disclosed in a proxy statemeather filings required to be made in
connection with solicitations of proxies for electiof directors pursuant to Section 14 of the ErgeaAct. Such notice must be accompanied
by a written consent of each proposed nominee ttabged as a nominee and to serve as a directected.

The chairman of a meeting of the Diversified Hottirstockholders may refuse to acknowledge the ratinimof any person not made in
compliance with the foregoing procedures. Althotlylhnomination provision does not give the DivéesifHoldings Board any power to
approve or disapprove of stockholder nominatiomgHe election of directors, this provision may &ake effect of precluding a nomination
for the election of directors at a particular arlnaeting if the proper procedures are not folloyeat may discourage or deter a third party
from conducting a solicitation of proxies to eléstown slate of directors or otherwise attemptimgbtain control of Diversified Holdings,
even if such attempt might be beneficial to Diviéesi Holdings and its stockholders.

The Diversified Holdings By-laws also will providieat certain requirements must be satisfied fomwss to be properly introduced by a
stockholder of record of Diversified Holdings atamual meeting of stockholders where such busisasst specified in the notice of
meeting or brought by or at the direction of theaRBbof Directors. In addition to any other applieatequirements, such business may be
introduced by such stockholder at such meeting nlyitten notice thereof is given by such stockdes to the Secretary of Diversified
Holdings not less than 60 nor more than 90 days jpoithe anniversary date of the immediately pdéggannual meeting of stockholders;
provided, however, that in the event that the ahmeeting is called for a date that is not withihdays before or after such anniversary date,
notice by the stockholder in order to be timely thesreceived not later than the close of busineghe tenth day following the day on wh
such notice of the date of the annual meeting waitethor such public disclosure of the date ofahaual meeting was made, whichever first
occurs.

Such stockholder's notice will be required to setifas to each matter such stockholder proposesrtg before the annual meeting (i) a brief
description of the business desired to be brougftrb the annual meeting and the reasons for céindusuch business at the annual meeting,
(i) the name and record address of such stockhd(iii¢ the class or series and number of shafaspital stock of Diversified Holdings

which are owned beneficially or of record by sutdtkholder, (iv) a description of all arrangememtainderstandings between such
stockholder and any other person (including his@amd address) in connection with the proposalich $usiness by such stockholder and
any material interest of such stockholder in sugsiess and

(v) a representation that such stockholder inteéadgpear in person or by proxy at the annual mget bring such business before the
meeting.

The stockholder proposal provision of the DiveesifHoldings By-laws will not preclude discussionany stockholder of any business
properly brought before any meeting of stockholdergder this
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provision, the chairman of the annual meeting nifathe facts warrant, determine and declare thgtharsiness was not properly brought
before such meeting and such business will notasesacted. Although this provision does not give@liversified Holdings Board or the
chairman of the annual meeting any powers to agpoodisapprove such matters, the stockholder gadgmovision may have the effect of
precluding the consideration of matters at a paldicannual meeting if the proper procedures atdaliowed, even if approval of such
matters may be deemed by some stockholders tori@itial to Diversified Holdings and its stockhotde

POTENTIAL CONSEQUENCES OF THE CORPORATE GOVERNANCE PROVISIONS

The Corporate Governance Provisions included irPib&-Transaction Certificate Amendments and thoge included in the Diversified
Holdings Bylaws could have the effect of delaying, deferrimigpreventing a change in control of DiversifiedltHngs, even if such a chan
would be favorable to the interests of the stocttérd of Diversified Holdings, and of limiting anpmortunity to realize premiums over
prevailing market prices for Diversified Holdingto8k in connection therewith. See "Risk Factorsdading Diversified Holdings After the
Transaction--Certain Limitations on Changes in @ardf Diversified Holdings."

SECTION 203 OF THE DELAWARE GENERAL CORPORATION LAW

Diversified Holdings is a Delaware corporation authject to Section 203 of the DGCL. Generally, Bac203 prohibits a publicly held
Delaware corporation from engaging in a "busin@sshination” with an "interested stockholder” fopexiod of three years after the time <
stockholder becomes an interested stockholderssitieprior to such time, the board of directorthe corporation approved either the
business combination or the transaction which teduh the stockholder becoming an interested siwlder, (i) upon consummation of the
transaction which resulted in the stockholder bangran interested stockholder, the interested siolder owned at least 85% of the voting
stock of the corporation outstanding at the timeettnsaction commenced, or (iii) at or subseqteestich time, the business combination is
approved by the board of directors and authorizethe affirmative vote of at least 66% of the oaitgting voting stock that is not owned by
the interested stockholder. A "business combinatiociudes (a) any merger or consolidation of tbeporation with the interested
stockholder, (b) any sale, lease, exchange or dibposition, except proportionately as a stockéotaf such corporation, to or with the
interested stockholder of assets of the corpordtaning an aggregate market value equal to 10%ooe of either the aggregate market value
of all the assets of the corporation or the aggeegearket value of all the outstanding stock ofdbgporation, (c) certain transactions resul

in the issuance or transfer by the corporatiortatlsof the corporation to the interested stockbnl@d) certain transactions involving the
corporation which have the effect of increasinggheportionate share of the stock of any classdes of the corporation which is owned by
the interested stockholder or (e) certain traneastin which the interested stockholder receivearitial benefits provided by the corporation.
An "interested stockholder" generally is (i) anygmn that owns 15% or more of the outstanding gostock of the corporation, (ii) any
person that is an affiliate or associate of th@pamation and was the owner of 15% or more of thistanding voting stock of the corporatiol
any time within the three-year period prior to tta&ge on which it is sought to be determined whesheh person is an interested stockholder
and (iii) the affiliates or associates of any spelson.

DIVERSIFIED HOLDINGS RIGHTS PLAN

It is anticipated that the Diversified Holdings Bdavill adopt the Diversified Holdings Rights Planhor following the consummation of the
Transaction and in connection therewith enter iheoDiversified Holdings Rights Agreement. The daling description of the Diversified
Holdings Rights Plan is being
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furnished only to notify PKS Stockholders of thdieipated adoption of such plan by the Diversifiéoldings Board. The Diversified
Holdings Rights Plan will have certain anti-takeogfects. To implement the Diversified HoldinggRis Plan, the Diversified Holdings
Board will authorize the issuance of one Diversifi¢oldings Right for each share of Diversified Holgs Stock outstanding as of a certain
date and issued thereafter until the DistributiaidXas defined in the Diversified Holdings RigAtgeement). Each Diversified Holdings
Right will entitle the holder to purchase from Disified Holdings one on#diousandth of a share of a series of preferrek $tobe designate
by the Diversified Holdings Board (the "Rights PRreferred Stock") at a specified initial purchpsee that will be subject to adjustment.
The Diversified Holdings Rights expire on the teatmiversary of the adoption of the Diversified ¢Hobs Rights Plan, unless extended or
earlier redeemed by Diversified Holdings. The Dsifted Holdings Rights will cause substantial didutto a person or group that attempts to
acquire, or merge with, Diversified Holdings with@onditioning the offer on the Diversified Holdmé&ights being rendered inapplicable.

The Diversified Holdings Rights will separate frahe Diversified Holdings Stock and a Distributioat® will occur upon the earlier of ten
days following public disclosure that certain p@sor groups of persons have become a beneficia¢oof 15% or more of the outstanding
Diversified Holdings Stock (an "Acquiring Persowf)ten business days following the commencemeattefhder offer or exchange offer that
would result in certain persons or groups becormaim@cquiring Person. Upon the occurrence of a Digtion Date, each holder of a
Diversified Holdings Right will have the right tegeive, upon exercise of the right, Diversified dioys Stock having a value equal to two
times the exercise price of the Diversified HoldirRjght, except that all Diversified Holdings Rigliteld by an Acquiring Person become
null and void.

In the event that a person becomes an AcquiringdPeaind Diversified Holdings is acquired in a memeother business combination in
which Diversified Holdings is not the surviving paration, or more than 50% of the assets or eaiminger of Diversified Holdings' assets
are sold or transferred, each holder, except fauking Persons, of a Diversified Holdings Rightlwave the right to receive, upon exercise,
common stock of the acquiring company which haalaevequal to two times the exercise price of aeBiified Holdings Right.

The Rights Plan Preferred Stock will be nonrededepamd subordinate to all other series of DiverdiHoldings preferred stock. The
liquidation preference of each share of Rights Peeferred Stock will be an amount equal to (i00,@imes the aggregate amount to be
distributed per share to holders of Diversified diofjs Stock and (ii) after the payments set fantfi), a ratable and proportionate share with
the holders of Diversified Holdings Stock of thenaning assets to be distributed. Each share ditRiglan Preferred Stock will be entitlec
receive, when, as and if declared, a quarterlydéivd at the rate equal to 1,000 times the aggregatehare amount of all cash dividends and
1,000 times the aggregate per share amount obalcash dividends or other distributions (payablkind) (other than a dividend payable in
Diversified Holdings equity securities). Each shaf®ights Plan Preferred Stock will have 1,000eg¢osubject to adjustment, voting together
with the Diversified Holdings Stock and not as pasate class. If Diversified Holdings enters inty @onsolidation, merger, combination or
other transaction in which the shares of Diverdifioldings Stock are exchanged, each share of Rigjan Preferred Stock will be entitled to
receive 1,000 times the amount received per sHdbéversified Holdings Stock. The right of the RighPlan Preferred Stock as to dividends,
voting right and liquidation are protected by aitition provisions.

Diversified Holdings may redeem the Diversified #ialgs Rights in whole, but not in part, at any tiomgil ten days following the date on
which there has been public disclosure that, asfaalicating that, a person has become an Acquiierson at a price (the "Redemption
Price") of $.01 per Diversified Holdings Right @uch other consideration deemed appropriate bpihersified Holdings Board) by
resolution of the Diversified Holdings Board, sultjeo certain exceptions. The redemption of the
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Diversified Holdings Rights may be made effectitswch time on such basis with such conditiondhiadiiversified Holdings Board in its
sole discretion may establish. The Diversified Hudd Rights will terminate immediately upon thei@ctof the Diversified Holdings Board
ordering redemption of the Diversified Holdings Rigjand thereafter the holders of Diversified Hodi Rights will only be able to receive
the Redemption Price.

Other than provisions relating to the principal mamic terms of the Diversified Holdings Rights, iwersified Holdings Rights Agreement
may be amended by resolution of the Diversifiedditajs Board, subject to certain exceptions, podhe Distribution Date. After the
Distribution Date, the Diversified Holdings Righgreement may be amended by resolution of the Bified Holdings Board, subject to
certain exceptions, in order to cure any ambigudynake changes which do not adversely affecirteeests of holders of Diversified
Holdings Rights (excluding the interests of any Bicqpg Person or its affiliates or associates}ooshorten or lengthen any time period under
the Diversified Holdings Rights Agreement; providadwever, that no amendment to adjust the timg@eoverning redemption may be
made at such time as the Diversified Holdings Rigite not redeemable.
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THE RESTATED PLAN

Effective September 25, 1995, the PKS Board adate®riginal Plan, under which 1,000,000 shareSlass D Stock were reserved for
issuance upon the exercise of certain stock-basadda. In contemplation of the Transaction (butsdiject thereto), on October , 1997, the
PKS Board amended and restated the Original Plameifiorm of the Restated Plan, subject to stodérahpproval, to (i) increase the number
of shares of Class D Stock reserved for issuanoa thpe exercise of stodkased awards from 1,000,000 to , (ii) provide far &cceleration «
vesting of such awards in the event of a Changgoimtrol of PKS (as defined in the Restated Plaii) a{low the Compensation Committee
of the PKS Board to provide for a tax gross-uphia évent that awards granted or vesting pursuahet®estated Plan are deemed to be
"excess parachute payments" within the meaningofi@ 280G of the Code, and (iv) allow for thergraf stock-based awards to directors
of PKS and KDG who are not also employees of PKERDG ("Non-Employee Directors"). PKS is seekingckoolder approval of the
Restated Plan in order to comply with the requinet®ef Sections 162(m) and 422 of the Code. THedhg summary of the Restated Plan
is qualified in its entirety by express referenzehe text of the Restated Plan which is filedragxéhibit to the Registration Statement of
which this Proxy Statement/Joint Prospectus isra pae Restated Plan permits the issuance of siptikns (including "incentive stock
options" within the meaning of Section 422 of thed€ (“Incentive Options") and options not so quedif("Nonqualified Options")), restrict:
stock, stock appreciation rights, convertible debess, and other stock-related awards ("Awards").

The Diversified Group believes that implementatiéthe Expansion Plan will require it to hire a stamtial number of computer and
engineering professionals, who are presently ih digmand, and other employees. The managemerg &fitersified Group believes that t
amendments to the Original Plan are a criticalg@fca comprehensive compensation program thabeilecessary to attract, retain and
motivate those employees and thus to accomplisktpansion Plan.

PURPOSE AND ELIGIBILITY

The primary purpose of the Restated Plan is teegme the value of Class D Stock and the profitglwfi PKS and the Diversified Group (i)
enabling the PKS and the Diversified Group to attreetain, motivate and reward employees of PK&tha Diversified Group and Non-
Employee Directors, and (ii) by aligning the intgseof those individuals with the interests of PK&, Diversified Group and the holders of
Class D Stock. The Original Plan did not allow tlee participation of Non-Employee Directors. Untter Restated Plan, all employees of
KDG and its subsidiaries, full-time employees of$®ho perform substantial services for the DiverdifGroup, and Non-Employee
Directors are eligible to participate.

ADMINISTRATION

The Restated Plan is administered by the Compems@ommittee of the PKS Board (the "Committee")e Bommittee, in its sole discreti
has the authority to determine the terms of all Adsathe persons to whom Awards are granted, thebeuof Awards granted, and the tim
of grants, vesting, exercise, and forfeiture.

LIMITS

The Restated Plan has a ten year term, ending8eete25, 2005. Under the Original Plan, the Coneaittould not grant (i) Awards with
respect to more than 1,000,000 shares of Clas®&k $uring the term of the Original Plan,

(i) Awards with respect to more than 500,000 skarfeClass D Stock in any two year period, or @iyards to any one participant with
respect to more than 200,000 shares of Class [k 8taing the term of the Original Plan. Under thesiited Plan, the Committee cannot
grant (i) Awards with respect to more than shafeSlass D Stock during the term of the Restated Pla
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or (ii) stock options or stock appreciation righdsany one participant with respect to more thaaret of Class D Stock in any one year.
TERMS AND CONDITIONS OF OPTIONS

The Committee may from time to time grant stockap (including Incentive Options) to an eligiblerpon. The terms of options granted
under the Restated Plan will be set out in optigre@ments between PKS and participants which wiitain such provisions as the
Committee from time to time deems appropriate udiclg the exercise price, vesting conditions amdetkpiration date of such options. The
options must have an exercise price that is nettleen the fair market value of the Class D Statkhe date of the grant. If the Class D Stock
is not publicly traded, the fair market value of€8 D Stock will be considered to be the Class C5Rare Price. As of the date of this Proxy
Statement/Joint Prospectus, the Class D Per Shiaei® $54.25 per share.

In anticipation of the Transaction (but not subjibereto), it is anticipated that the Committed imilplement a program pursuant to which it
will periodically grant Awards to eligible execuéis based on the performance of Class D Stock varbusad market index, and an
evaluation of each executive's individual perforgarit is further anticipated that the Awards geaininder this program will have an exer

or strike price equal to the fair market value tdsS D Stock at the time of grant, will vest rayatwer a period determined by the Committee
and will have a term of no less than five and nagertban seven years. The exact terms of the progilirne established by the Committee,
and the program may be adjusted or terminated &y thmmittee at any time. As is the case with albfdg under the Restated Plan, the final
determination of the number of Awards granted t@eecutive under this program is at the sole digmreof the Committee.

OTHER AWARDS

The Committee may grant any other Awards to a gpgit that the Committee deems appropriate, imegudut not limited to restricted
stock, convertible debentures, stock appreciaigins, bargain stock, performance stock and stackibes.

PAYMENT UPON EXERCISE

Payment in full for the number of shares of ClasStbck purchased under any Award, including anooptinust be made to PKS at the time
of such exercise. Payment for such shares mustloe i cash, or with the consent of the Committe€lass D Stock, or any combination
thereof, or in any other manner approved by the @Bittee. No fees or commissions are applicable éqtirchase of Class D Stock under the
Restated Plan.

WITHHOLDING

PKS will have the right to withhold any taxes raediby law to be withheld with respect to any pagtaer distributions made to participa
or the exercise of any Awards, under the Restal@nl Fhe Committee, in its sole discretion, mayngen participant to satisfy tax
withholding obligations, in whole or in part, eith@® by having PKS withhold from the Class D Stdokbe issued upon the exercise of an
option or upon the receipt of another Award, CRasStock having a fair market value equal to thenhatding amount or (ii) by delivering to
PKS sufficient Class D Stock to satisfy the withding amount due.

ADJUSTMENTS

If any change is made to the Class D Stock by reafany merger, consolidation, reorganizationapétalization, stock dividend, split-up,
exchange of shares, change in corporate structuotherwise, appropriate adjustments will be magée Committee to the kind and
number of Class D Stock and
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price per share subject to each outstanding Awaislanticipated that, upon consummation of thanBaction, all Awards will become
payable in or with respect to, or exercisable & the case may be), Diversified Holdings Stock.

CHANGE IN CONTROL

The Restated Plan provides that upon a Changerntr@of PKS (as defined in the Restated Planspetifically excluding the Transaction),
all Awards shall become immediately vested. Theyi@al Plan did not contain this provision.

TAX GROSS-UP

The Restated Plan allows the Committee discretigravide in any Award agreement for a tax grossaupe event that the granting of an
Award or early vesting upon a change in contraldemed to create "excess parachute payments" fipoges of Section 280G of the Code.
The Original Plan did not contain this provision.

NON-TRANSFERABILITY

Except as provided by the Committee in an Awar@eagrent, (i) no Award, nor any right or interestréir, is assignable or transferable
except by will or the laws of descent and distridat (i) during the lifetime of an Award holderwards are exercisable only by the grante
his or her legal representative and (iii) restdctéock granted to participants may not be sodthdferred, pledged or otherwise encumbered
during the restricted period.

TERMINATION OR AMENDMENT

The PKS Board may terminate the Restated Planyatime, provided that no such action shall deppaeticipants of their rights under
outstanding Awards. The Committee may amend théaResPlan from time to time as it deems approgrisibject to approval of the PKS
Board with respect to the number of shares of AlaS$ock available for grant and certain other miowns.

FEDERAL INCOME TAX CONSEQUENCES

The following is a brief discussion of the fedaeralome tax consequences of transactions with résp@ptions granted under the Restated
Plan.

INCENTIVE OPTIONS

No taxable income is realized by the optionee upergrant or exercise of an Incentive Option. <3l D Stock is issued to an optiol
pursuant to the exercise of an Incentive Optiod,i&no disqualifying disposition of such sharesnade by such optionee within two years
after the date of grant or within one year aftertifansfer of such shares to such optionee, themp@in sale of such shares, any amount
realized in excess of the option price will be thx@ such optionee as long-term capital gain aryd@ss sustained will be a long-term capital
loss, and (i) no deduction will be allowed to thigtionee's employer for federal income tax purpodesler current tax law, the long-term
capital gains tax rate varies depending on how tbegshares are actually held following the exeroisthe Incentive Option.

If the Class D Stock acquired upon the exercisenoihcentive Option is disposed of within two yeaiter the date of grant or within one year
after the transfer of such shares to the optiogeeerally (i) the optionee will realize ordinargame in the year of disposition in an amount
equal to the excess (if any) of the fair marketieadf such shares at exercise (or, if less, thauatrealized on the disposition of such shares)
over the option price paid for such shares, andh@ optionee's employer will be entitled to dedsich amount for federal income tax
purposes if the amount represents an ordinary andssary
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business expense. Any further gain (or loss) redllzy the optionee upon the sale of the Class BkStidll be taxed as short-term or long-
term capital gain (or loss), depending on how ldrgshares have been held, and will not resulbyndeeduction by the employer.

Subject to certain exceptions for disability or tihe# an Incentive Option is exercised more tHareé months following termination of
employment, the exercise of the option will gerlgraé taxed as the exercise of a Nonqualified @ptio

For purposes of determining whether an optionaalligect to any alternative minimum tax liabilityy aptionee who exercises an Incentive
Option generally would be required to increaseohiber alternative minimum taxable income, and camphe tax basis in the stock so
acquired, in the same manner as if the optioneeskeartised a Nonqualified Option. Each optiongeoientially subject to the alternative
minimum tax. In substance, a taxpayer is requiogukty the higher of his/her alternative minimum lakility or his/her "regular" income tax
liability. As a result, an optionee who exercisesantive Options must determine his or her poteligibility under the alternative minimum
tax.

NONQUALIFIED OPTIONS

With respect to Nonqualified Options: (i) no incomeealized by the optionee at the time the opisogranted; (ii) generally, at exercise,
ordinary income is realized by the optionee in mmant equal to the difference between the optigregraid for the shares and the fair ma
value of the shares, if unrestricted, on the datxercise, and the optionee's employer is gerneealiitied to a tax deduction in the same
amount; and (iii) at sale, appreciation (or detign) after the date of exercise is treated deighort-term, mid-term or long- term capital
gain (or loss) depending on how long the shares baen held. Under current tax law, the applicabfstal gains tax rate varies dependin
how long the shares are actually held followingéRercise of the Nongualified Option.

Optionees are strongly advised to consult withrtimelividual tax advisers to determine their pealdax consequences resulting from the
grant and/or exercise of options under the RestRalzial.

NEW PLAN BENEFITS

The grant of awards under the Restated Plan ieegntuithin the discretion of the Committee. PKSweat forecast the nature or extent of
Awards that will be granted in the future, nor tregure or extent of Awards that would have beentgdhin the last fiscal year had the
Restated Plan, as amended and restated, beenratiopeluring such time. Therefore, PKS has omittedtabular disclosure of the benefits
or amounts to be allocated under the Restated Plan.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC. AND THE CONSTRUCTION GROUP

The following selected historical and pro formaaficial data of PKS and the Construction Group shbalread in conjunction with the PKS
and the Construction Group historical financiatestaents and the notes thereto and the pro formaadial information and the notes thereto
included elsewhere herein or incorporated hereirelgrence.

The selected historical financial data for eacthefyears in the period 1992 to 1996 and as oétlteof each such year have been derived
from audited financial statements. The selectetbfital financial data for the six months endedel@f, 1996 and 1997, and as of June 30,
1997, have been derived from unaudited financakstents. In the opinion of management, such uteditinancial statements reflect all
adjustments consisting only of normal recurringraats, necessary to present fairly the financiaitpun of PKS and the Construction Group
at June 30, 1997 and the results of operationthésix months ended June 30, 1996 and 1997. Baéts®f operations for the six months
ended June 30, 1997 are not necessarily indicafittee results that may be expected for the ed®@Y fiscal year.

The pro forma results of operations data for tRersdnths ended June 30, 1997 of PKS and the CatistnuGroup, respectively, assume that
the Transaction is consummated on December 29, T%@6pro forma results of operations data foryte@ ended December 28, 1996 of
PKS and the Construction Group, respectively, asstimat the Transaction is consummated on Decenmher9®5. The pro forma financial
position data of PKS and the Construction Groupfakine 30, 1997 assume that such transactionsceaseimmated as of such date. The
forma information assumes, in two separate scesahat 1,500,000 shares (Scenario 1) and 3,006/0@@s (Scenario 2) of Class C Stock
will be converted in the 1997 Conversion Period.

The pro forma financial information is not intendedeflect the results of operations or the firahgosition of PKS and the Construction
Group which actually would have resulted had then$action been effective on the dates indicatededier, the pro forma information is
not intended to be indicative of future result®pérations or financial position of PKS or the Gamstion Group.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

1992 1

RESULTS OF OPERATIONS:
Revenue (4)(5).....cccoevvvuennns $ 1918 $
Earnings before cumulative effect
of change in accounting

principle(6).. 162
Net earnings(6).... 181
FINANCIAL POSITION:
Total assets(4)(5)............... $ 2549 $
Current portion of long-term
debt(4)(5)(7)..ccvevvrnnns 3
Long-term debt, less current
portion(4)(5)(7)....cceeveene. 30
Stockholders' equity(8).......... 1,458

PER COMMON SHARE:
Net Earnings:

Dividends(9):
Class C Stock. 0.70
Class D Stock.... 1.95
Stock Price (4)(10):
Class C Stock.... 18.70
Class D Stock. 50.65
Book Value:
Class C Stock................. 23.31
Class D Stock.................. 50.75
SCENARIO

2

RESULTS OF OPERATIONS:
Revenue (4)(5).....cccccevrnens $ 285
Earnings before cumulative effect

of change in accounting

principle(6)..........ccc...... 108

Net earnings(6).... 108

FINANCIAL POSITION:

Total assets(4)(5)......cc.cvenne

Current portion of long-term
debt(4)(5)(7)..covvvirinnnn

Long-term debt, less current
portion(4)(5)(7)....ceeveene.

Stockholders' equity(8)..........

PER COMMON SHARE:

Net Earnings:

Class C Stock:
Primary......cccccveeens
Fully diluted................

Class D Stock:
Primary......c.cccccoeenene. $ 3.65
Fully diluted................ 3.65

Dividends(9):

Class C StockK..................

Class D Stock....
Stock Price (4)(10):

Class C StockK..................

Class D Stock..................
Book Value:

Class C StockK..................

Class D Stock..................

HISTORICAL

SIXM
END
FISCAL YEAR ENDED JUNE

993 1994 1995 1996 1996

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT

2,050 $ 2,700 $ 2,867 $ 2,904 $ 1,363
261 110 244 221 71

261 110 244 221 71
3,634 $ 4504 $ 3,451 $ 3,548

15 33 42 57

462 908 370 332
1671 1,736 1,607 1,819

463 % 4923% 778 $ 1013 $ 3.46
4.59 4.86 7.62 9.82 3.36

9.08 1.63 6.45 4.85 1.54
9.06 1.63 6.44 4.85 1.54

0.70 0.90 1.05 1.30 0.60
050 -- 0.50 050 --

2235 25,55 3240 40.70 31.80
59.40 60.25 49.50 54.25 49.50

2743 31.39 4290 51.02 4534
59.52 60.36 49.49 5423 54.22

SIX MONTHS ENDED

JUNE 30, 1997

$ 161 $ 161

30 31
30 31

$ 2,639 $ 2,699

1 1
133 133
1,840 1,900

$ 99 $ 1.00

.99 1.00
65.75 65.30
65.76 65.32

PRO
FORMA(1)(2)(3)
FISCAL YEAR

ONTHS ENDED

ED DECEMBER

30, 28, 1996
SCENARIO

1997 1

$ 1,381 $ 285
91 106
91 106
$ 3,805
14

393
1,926

$ 534
5.13

167 $ 3.68
1.67 3.67

0.70

40.00
54.25

55.38
55.62



(1) The pro forma results of operations data areprded assuming that the Transaction is consumnustéecember 31, 1995 and Decen
29, 1996 for the fiscal year ended December 286 B9l six months ended June 30, 1997, respectiVeb/pro forma financial position data
as of June 30, 1997 assumes that the Transacti®earsummated as of such date. The pro forma fialaahata of PKS should be read in
conjunction with PKS' historical consolidated fical statements and the notes thereto and theF&ma Financial Information” included
elsewhere herein or incorporated by reference.

(2) The pro forma information assumes, in two safgascenarios, that 1,500,000 shares (Scenariedlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 CorivarPeriod. The PKS Board has set the Conversignv@ach limits to 3,000,000 the
number of shares of Class C Stock that can be ctmu/during the 1997 Conversion Period.

(3) The PKS Board approved the Transaction at eiap@eeting held on August 14, 1997. The pro foreslts of operations, financial
position and per common share data assume thengarstatement and balance sheet accounts of thetrGation Group have been removed
as a result of the Transaction. The operating t&suld financial position of C-TEC have been réfldas an equity method investment in the
pro forma data due to C-TEC's restructuring whathuced PKS' voting interest below fifty percenthiree separate publicly traded entities.
Due to the pending sale of PKS' energy investmen@alEnergy, the net earnings attributable toghegestments have been removed from
the results of operations. The pro forma resultsuch sales have been reflected on the pro fortaadmsheet.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

(4) In September 1995, PKS dividended its investriteMFS to Class D Stockholders. MFS' results pérations have been classified as a
single line item on the statements of earningsutinal 995. MFS is consolidated in the 1992-1994rwasheets.

(5) In October 1993, PKS acquired 35% of the outiitey shares of GEC that had 57% of the available voting rightsJane 30, 1997, PK
owned 48.5% of the outstanding shares and 63.6%eofoting rights.

(6) In 1993, through two public offerings, PKS s@@Pb6 of MFS, resulting in a $137 million after-tgain. In 1994 and 1995, additional MFS
stock transactions resulted in $35 million and $tion after-tax gains to PKS and reduced its ovehgs in MFS to 67% and 66%.

(7) In January 1994, MFS issued $500 million of7/8% Senior Discount Notes.

(8) The aggregate redemption value of the Clasto€kSnd Class D Stock at June 30, 1997 was $40émand $1,333 million,
respectively.

(9) The 1992, 1993, 1994, 1995 and 1996 Class tkStiwidends include $.30, $.40, $.45, $.60 and $&r share dividends declared in 1¢
1993, 1994, 1995 and 1996, respectively, but paithhuary of the subsequent year. The 1992, 19933896 Class D Stock dividends
include $.50 per share dividends declared in 19995 and 1996 but paid in January of the subseq@amt Pro forma dividends have not
been presented as the amount of any dividendsrthgtave been declared if the Transaction had cedas of the beginning of the
respective periods cannot be determined.

(10) Pursuant to the PKS Certificate, the stockgpoalculation of a share of Class C Stock andsdlaStock is computed annually at the end
of the fiscal year, except that adjustments tostbek price to reflect dividends are made at threetsuch dividends are declared.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
THE CONSTRUCTION GROUP

(To be operated by PKS Holdings, Inc. which willleeamed "Peter Kiewit Sons', Inc." following trensummation of the Transaction)

HISTORICAL PRO FORMA(1)(2)
SIX MONTHS
ENDED FISCAL YEAR ENDED
FISCAL YEAR ENDED JUNE 30, DECEMBER 28, 1996
SCENARIO  SCENARIO
1992 1993 1994 1995 1996 1996 1997 1 2

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

RESULTS OF OPERATIONS:

Revenue................ $ 1675 $ 1,783 $ 2,175 $ 2,330 $ 2,286 $ 1,072 $ 1,047 $ 2,286 $ 2,286
Earnings before
cumulative effect of
change in accounting
principle............ 69 80 77 104 108 36 50 107 105
Net earnings 82 80 77 104 108 36 50 107 105
FINANCIAL POSITION:
Total assets........... $ 862 % 889 $ 963 $ 977 $ 1,036 $ 1,117
Current portion of
long-term debt....... 2 4 3 2 - 2
Long-term debt, less
current portion...... 12 10 9 9 12 16
Stockholders'
equity(3).....cccueue. 437 480 505 467 562 559
PER COMMON SHARE:
Net Earnings:
Primary.............. $ 448 3% 463 $ 492 $ 778 $ 1013 $ 346 $ 534 $ 1121 $ 13.12
Fully diluted. 4.46 4.59 4.86 7.62 9.82 3.36 5.13 11.21 13.12
Dividends(4)..... 0.70 0.70 0.90 1.05 1.30 0.60 0.70
Stock price(5).........  18.70  22.35 25,55 3240 40.70 31.80 40.00
Book value............. 2331 2743 31.39 4290 51.02 4534 55.38

SIX MONTHS ENDED
JUNE 30, 1997

RESULTS OF OPERATIONS:
Revenue................ $ 1,047 $ 1,047
Earnings before

cumulative effect of

change in accounting

principle............ 49 48
Net earnings........... 49 48

FINANCIAL POSITION:

Total assets........... $ 1056 $ 996
Current portion of

long-term debt....... 2 2
Long-term debt, less

current portion...... 6 6
Stockholders'
equity(3)....c.cenn 505 445

PER COMMON SHARE:

Net Earnings:

Primary.............. $ 592 $ 7.10
Fully diluted. 5.92 7.10
Dividends(4).....
Stock price(5)......... 42.50 43.00
Book value............. 55.92 59.09

(1) The pro forma results of operations data areprded assuming that the Transaction was consundrat®ecember 31, 1995 and
December 29, 1996 for the fiscal year ended Dece2thel 996 and six months ended June 30, 1997 atbeplg. The pro forma financial
position data as of June 30, 1997 assume thatrtresdction was consummated as of such date. THenmna financial data of the
Construction Group should be read in conjunctiothttie Construction Group's historical financiatsments and the notes thereto and the
"Pro Forma Financial Information” included elsewberein.

(2) The pro forma information assumes, in two saf@ascenarios, that 1,500,000 shares (Scenariwd13,800,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 CorivarPeriod. The PKS Board has set the Conversignv@ach limits to 3,000,000 the
number of shares of Class C Stock that can be ct@a/during the 1997 Conversion Period.

(3) Ownership of the Class C Stock is restrictedadain employees conditioned upon the executiorpurchase agreements which res



the employees from transferring the stock. PKSeisegally committed to purchase all Class C Stodkeprice determined, when put to PKS
by a stockholder, pursuant to the PKS Certifichitee aggregate redemption value of the Class C Stbdkne 30, 1997 was $404 million.

(4) The 1992, 1993, 1994, 1995 and 1996 Class €kStiwidends include $.30, $.40, $.45, $.60 and $&r share dividends declared in 1¢
1993, 1994, 1995 and 1996, respectively, but paithnuary of the subsequent year. Pro forma didsléave not been presented as the
amount of any dividends that may have been deciftkd Transaction occurred as of the beginninthefrespective periods cannot be
determined.

(5) Pursuant to the PKS Certificate, the stockepaalculation of a share of Class C Stock is cosghannually at the end of the fiscal year,
except that adjustments to the stock price tocetlevidends are made at the time such dividendglaclared.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS OF THE CONSTRUCTION GROUP

THE FOLLOWING DISCUSSION AND ANALYSIS SHOULD BE REB IN CONJUNCTION WITH THE HISTORICAL AND PRO
FORMA CONSOLIDATED FINANCIAL STATEMENTS AND NOTES HERETO AND THE OTHER FINANCIAL INFORMATION
INCLUDED ELSEWHERE IN THIS PROXY STATEMENT/JOINT RRSPECTUS.

RESULTS OF OPERATIONS
COMPARISON OF SIX MONTHS ENDED JUNE 30, 1997 TO SIXMONTHS ENDED JUNE 30, 1996

CONSTRUCTION. The Construction Group's operaticans loe separated into two components: constructidmaaterials. The Construction
Group's total revenue for the six months ended 30n&997 decreased $25 million or 2% comparetestaime period in 1996. Revenue for
the construction business decreased 4% to $91Bmdbmpared to $961 million in 1996. This decreass due to several large projects
being in the start-up phase and the substantiaptsiion of the San Joaquin toll road project ateéhd of 1996. Although construction
revenue was down, materials revenue increased 1#%todhe strong demand for aggregates in the Asizoarket. A 20% increase in the
average sales price of aggregate, hot mix and needys responsible for 60% of the total increaseniaterials revenue. The remaining
revenue growth is attributable to additional matisrsales.

Contract backlog at June 30, 1997 was $3.5 bilhibwhich 4% is attributable to foreign operationsdted in Canada and Indonesia. Dom
projects are spread geographically throughout thiged States. Included in backlog is $755 million the "I-15" project awarded in late
March 1997. Kiewit is the sponsoring partner ondkeign-build joint venture reconstructing 16 mibédnterstate 15 through the Salt Lake
City area. The project is expected to be complat&D01.

Margins on construction projects for the first sionths of 1997 increased to 10% compared to 8%hésame period in 1996. Claim
settlements received in the first quarter of 198d the recognition of additional revenue from tla@ Soaquin toll road were the primary
factors contributing to the increase. Materialsgires in the first six months of 1997, as a percgat@f revenue, were unchanged from the
same period in 1996.

GENERAL AND ADMINISTRATIVE EXPENSES. General andrathistrative expenses increased 8% in the firstreixaths of 1997
compared to the same period of 1996. The increaseattributable to higher compensation, travel@ofessional services expenses.

INTEREST EXPENSE, NET. The repayment of short teomrowings in the first and second quarter of 18@6 responsible for the reduct
of interest expense in the first six months of 186mpared to the same period of 1996.

OTHER, NET. The 21% increase in other income infitts¢ six months of 1997 compared to the sameopeni 1996 was attributable to
higher mine management fee income and increased gaithe disposition of construction equipment.

PROVISION FOR INCOME TAXES. The effective income tate for the first six months of 1997 and 199&w8% and 39%, respectively.
These differ from the expected statutory rate éb3Bimarily due to state income taxes.

COMPARISON OF FISCAL YEAR ENDED DECEMBER 28, 1996 TO FISCAL YEAR ENDED DECEMBER
30, 1995

CONSTRUCTION. The Construction Group's operatioms loe separated into two components; constructidmaaterials. Revenue from
construction decreased 2% to $2,060 million in 1998s resulted from the completion of several majmjects during the year, while many
new contracts were still in the start-up phase. Chastruction Group's share of joint venture reeeramained at 30% of total
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revenues in 1996. Contract backlog at Decembet 286 was $2.3 hillion, of which 4% is attributakbdeforeign operations, principally in
Canada and the Philippines. Projects on the westt @ the United States account for 42% of thal tmacklog. Revenue from materials
increased by less than 1% in 1996. The slight as®eén materials revenue is attributable to a I%érfease in the tonnage of aggregates, hot
mix and ready mix sold during the year. This ineeean volume was partially offset by a 4% declin¢hie average sales price from the prior
year. The increased demand for aggregates in tizera market was also offset by a decline in precimetal sales. The Construction Grt
sold its gold and silver operations in Nevada torkss Gold Corporation ("Kinross") and essentilidjyidated its metals inventory in 1995.

Opportunities in the construction and materialaistdy continued to expand along with the economyndul 996. Because of the increased
opportunities, the Construction Group was ableg@dlective in the construction projects it purs@&ass margins for construction increased
from 8% in 1995 to 10% in 1996. This resulted friiva completion of several large projects and ireedaefficiencies in all aspects of the
construction process. Gross margins for materiedsired from 13% in 1995 to 10% in 1996. The latkigher margin precious metals sales
in 1996 combined with slightly lower constructioratarials margins produced the reduction in opegatiargin.

GENERAL AND ADMINISTRATIVE EXPENSES. General andrathistrative expenses increased 1% for 1996 condparé995. Increases
in compensation and travel expenses were parbéfibet by lower insurance, computer operationsa@hdr administrative expenses.

INVESTMENT INCOME. Investment income increased 2##4996 compared to 1995. The increase was priyndué to ME Holding Inc.'s
equity earnings increasing from $2 million in 198554 million in 1996 and due to $2 million of irstenent income from other equity
investments. Partially offsetting this increase wadight decline in interest income, due to a éase in the average cash balance during the
year.

INTEREST EXPENSE. The increase in interest expehg§2 million in 1996 compared with 1995 was prithaattributable to the short-term
borrowings outstanding during the year.

OTHER, NET. In 1995, the exchange of the ConstomcGroup's gold and silver operations in Nevadatf600,000 shares of common stock
of Kinross led to a $21 million gain for the Constiion Group. The gain was the difference betwbderQonstruction Group's book value in
the gold and silver operations and the market vafube Kinross shares at the time of the excha®gieer income was also primarily
comprised of mine management fees, of $37 millieth $30 million in 1996 and 1995, respectively, gaths on the disposition of property,
plant and equipment and other assets of $17 milirmh$12 million in 1996 and 1995, respectively.

PROVISION FOR INCOME TAXES. The effective income tate of 40% for 1996 differed from the statutoaye of 35% primarily becau:
of adjustments to prior year tax provisions antesitacome taxes. In 1995, the effective rate of 3v&é higher than the 35% rate due
primarily to state income taxes.

COMPARISON OF FISCAL YEAR ENDED DECEMBER 30, 1995 TO FISCAL YEAR ENDED DECEMBER
31,1994

CONSTRUCTION. Revenue for the Construction Grougeased $155 million, or 7%, to $2,330 million 895 compared to 1994. Revenue
for the construction and materials components asad 6% and 21%, respectively, in 1995 compard8%d. The improvement in the
Construction Group's construction revenue washaittiable to a 32% increase in joint venture revemlnch comprised 30% of the total
revenue in 1995 compared to 24% in 1994. The Saqguio Toll Road Joint Venture ("San Joaquin") inteern California contributed $225
million and $111 to revenue in 1995 and 1994. Ganttbacklog at December 30, 1995 was $2 billiorwloth 10% was attributable to
foreign operations, principally in Canada and thdippines. Projects on the west coast of the WhB&ates accounted for 36% of the total
backlog, including San Joaquin backlog of $133iamill The inclusion of two additional months of nré&ks revenue generated by APAC-
Arizona ("APAC") companies, which were acquiredrabruary 28, 1994, was the primary factor resulimtipe increased materials revenue.
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Gross margins for the Construction Group incred$8d in 1995. The construction and materials comptsneach produced similar results.
Construction's increased revenue, primarily fromtjgentures, increased operational efficiencied substantial claim settlements all
contributed to improved results. The materials segrbenefited from the robust demand for constoaatnaterials in Arizona and also from
the operational efficiencies generated by the mar§APAC with the Construction Group's existingteréals business in Arizona. Also
contributing to the higher margins was the liquiokaiof the Construction Group's precious metal imwey in 1995.

GENERAL AND ADMINISTRATIVE EXPENSES. General andrathistrative expenses decreased 4% in 1995 comparEeb4. Declines
in payroll, computer operations and depreciatiomesse were partially offset by higher insurance @nofessional service fees.

INVESTMENT INCOME. Slight improvements in interéatome, earnings from equity investments and redllmeses on the sale of
securities contributed to the increase in investriremome in 1995 compared to 1994.

OTHER, NET. In 1995, the exchange of the ConstomcGroup's gold and silver operations for Kinrossimon stock led to a $21 million
gain for the Construction Group. Other income wae grimarily comprised of mine management fee§, i®8lion and $29 million in 1995
and 1994, respectively, and gains on the disposafgroperty, plant and equipment and other asgfetd2 million and $13 million in 1995
and 1994, respectively.

PROVISION FOR INCOME TAXES. The 37% effective incertax rate for 1995 differed from the statutorerat 35% due primarily to
state income taxes. In 1994, the effective rat®4éb was lower than the federal statutory rate dymibr year tax adjustments.

LIQUIDITY AND CAPITAL RESOURCES

The Construction Group's working capital decreg&&imillion or 12% during the first six months &f97. The decrease was primarily du
capital expenditures of $62 million, investmentd acquisitions of $18 million, the exchange andurepase of Class B Stock and Class C
Stock totaling $73 million, dividend payments of3$tillion and $37 million of cash used in operatawivities. Partially offsetting these u:
were the issuance of Class C Stock totaling $3#4amjinet proceeds from the sale of marketable rigesi of $22 million, proceeds from the
sale of property, plant and equipment and othestasd $25 million and $2 million of debt borrowsg

The Construction Group typically anticipates inuggtetween $40 and $75 million annually in its stoaction business, including
opportunities to acquire additional businessesJ@y 1, 1997, the Construction Group paid $4 millio increase its ownership in ME
Holding Inc. to 80%. Other long term liquidity useslude the payment of income taxes, repurchasésanversions of common stock and
the payment of dividends. The Construction Groaptsent financial condition and borrowing capadagether with anticipated cash flows
from operations should be sufficient for immediedsh requirements and future investing activities.

The Construction Group will transfer funds to thieddsified Group in an amount equal to the aggre@dass C Per Share Price of the Cla
Stock converted into Class D Stock during the 186iversion Period. For example, if 1,500,000 shafédass C Stock were converted into
Class D Stock during the 1997 Conversion Periods Riuld transfer $72,000,000 from the Construc@oaup to the Diversified Group; if
3,000,000 shares of Class C Stock were converteddlass D Stock during the 1997 Conversion PeE would transfer $144,000,000
from the Construction Group to the Diversified Godgalculated in each case assuming a year end@R8% C Per Share Price of $48.00).
The Construction Group will be required to borrdihoa a portion of the funds necessary to fund thassfer. The degree to which the
Construction Group is required to borrow such fuoalsld, under certain circumstances, limit its fioial and operating flexibility.
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PKS HOLDINGS DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth certain informatiorth respect to the persons currently anticipatelet the directors of PKS Holdings after
consummation of the Transaction, including his besss experience during the past five years (199231&nd current directorships in other
public reporting companies:

NAME BUSINESS EXPERIENCE AGE
Walter Scott, Jr. Chairman of the Board and President, PKS (for more than the past five 66
years); also a director o f Berkshire Hathaway Inc., Burlington Resources
Inc., CalEnergy, ConAgra, Inc., Commonwealth Telephone Enterprises, Inc.,
RCN Corporation, U.S. Ban corp and Valmont Industries, Inc.
Kenneth E. Stinson* Executive Vice President, PKS (for more than the past five years); Chairman 55
(since 1993) and CEO (sin ce 1992), KCG,; also a director of ConAgra, Inc.
and Valmont Industries, | nc.
Richard Geary* Executive Vice President, KCG; President of Kiewit Pacific Co., a KCG 62
construction subsidiary ( for more than the past five years)
Bruce E. Grewcock* Executive Vice President, KCG (since 1996); Chairman (since 1996), 43
President (1992-1996) and Sr. Vice President of Kiewit Mining Group, Inc.
(1992); also a director o f Kinross Gold Corporation
George B. Toll, Jr.*  Executive Vice President, KCG (since 1994); Vice President, Kiewit Pacific 61
Co., a KCG construction s ubsidiary (1992-1994)
Richard W. Colf* Vice President, Kiewit Pa cific Co., a KCG construction subsidiary (for more 54
than the past five years)
Tait P. Johnson* President, Gilbert Indust rial Corporation, a KCG construction subsidiary 48
(for more than the past f ive years); President (1992-1996), Gilbert
Southern Corp., a KCG con struction subsidiary (for more than the past five
years)
Allan K. Kirkwood* Vice President, Kiewit Pa cific Co., a KCG construction subsidiary (for more 54
than the past five years)
Thomas C. Stortz* Vice President and Genera | Counsel, KCG (for more than the past five years) 46
William L. Grewcock Vice Chairman, PKS (for m ore than the past five years) 72
James Q. Crowe President and Chief Execu tive Officer, KDG (since August 1, 1997); Chairman 48
of the Board, WorldCom, | nc., an international telecommunications company
(January 1997-July 1997); Chairman of the Board, MFS, an international
telecommunications compan y (1992-1996) (MFS was a KDG subsidiary until
1995); also a director of CalEnergy, Commonwealth Telephone Enterprises,
Inc., RCN Corporation, Qw est Communications International, Inc. and InaCom
Corp.
Peter Kiewit, Jr. Attorney, of counsel to t he law firm of Gallagher & Kennedy of Phoenix, 71

Arizona (for more than th

e past five years)

Identified by asterisks are the eight persons ebgpeiv be executive officers of PKS Holdings after consummation of the Transaction.
Executive officers are those directors who willdmployed by PKS
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Holdings or its subsidiaries. Each such persoxieeted to serve as an executive officer of PKSIHgk in a capacity similar to that in
which he currently serves at KCG or a KCG subsydiBruce E. Grewcock is the son of William L. Grexgk.

The PKS Holdings Board will have an Audit CommiftaeCompensation Committee and an Executive Comenitt

The Audit Committee members are expected to be fdedshnson (Chairman), Kirkwood and Kiewit. Thadtions of the Audit Committee
will be to recommend the selection of the indepahdeditors; review the results of the annual aukguire into important internal control,
accounting and financial matters; and report andennacommendations to the full PKS Holdings Board.

The Compensation Committee members are expectasl ttessrs. Crowe and Kiewit, neither of whom isemployee of PKS Holdings. This
committee will review the compensation of PKS Holgh executive officers as well as the compensasiecurities ownership and benefits of
PKS Holdings employees.

The Executive Committee members are expected Mdssrs. Stinson (Chairman), Geary, Bruce GrewcadkTall. The committee will
exercise the powers of the PKS Holdings Board betwmard meetings, except powers assigned to ctinemittees.
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DIVERSIFIED HOLDINGS DIRECTORS AND EXECUTIVE OFFICE RS

The following table sets forth certain informatioith respect to the persons currently anticipateldet the directors of Diversified Holdings
after consummation of the Transaction, includingibess experience during the past five years arrértudirectorships in other public

reporting companies:

NAME

Walter Scott, Jr.*

James Q. Crowe*

R. Douglas Bradbury*

William L. Grewcock
Richard R. Jaros

Robert E. Julian

Kenneth E. Stinson

Robert B. Daugherty

Charles M. Harper

David C. McCourt

Michael B. Yanney

Chairman of th
years); also a
Resources Inc.
Valmont Indust

President and
Chairman of th
telecommunicat
Board, MFS, an
(MFS was a KDG
C-TEC, Qwest C

Executive Vice
Officer (1992-
Vice President
company

Vice Chairman,

Executive Vice
(1995-1997); P
CalEnergy (199
WorldCom, Inc.

Chairman of th
and Chief Fina

Executive Vice
Chairman (sinc
ConAgra, Inc.

Director (and
Officer) of Va
years)

Former Chairma
Nabisco Holdin
Board and Chie
director of E.

Valmont Indust

Chairman and C
Cable Michigan
Chief Executiv
Inc. and World

Chairman of th
First Companie
director of Bu
Forest Qil Cor

BUSINESS EXPERIENCE

e Board and President, PKS (for more than the past
director of Berkshire Hathaway Inc., Burlington

, CalEnergy, ConAgra, Inc., C-TEC, U.S. Bancorp and
ries, Inc.

Chief Executive Officer, KDG (since August 1, 1997)
e Board, WorldCom, Inc., an international

ions company (January 1997-July 1997); Chairman of
international telecommunications company (1992-199
subsidiary until 1995); also a director of CalEner
ommunications International, Inc. and InaCom Corp.
President, KDG (since August 1, 1997); Chief Finan
1996), Executive Vice President (1995-1996), and Se
(1992-1995) of MFS, an international telecommunica

PKS (for more than the past five years)

President (1993-1997), PKS; Chief Financial Office
resident of KDG (1996-1997); President and COO of
2-1993); also a director of CalEnergy, C-TEC and

e Board, PKSIS (since 1995); Executive Vice Preside
ncial Officer, PKS (1992-1995)

President, PKS (for more than the past five years)

e 1993) and CEO (since 1992) of KCG; also a directo
and Valmont Industries, Inc.

formerly Chairman of the Board and Chief Executive
Imont Industries, Inc. (for more than the past five

n of the Board and Chief Executive Officer of RIJR

gs Corp. Currently a director (and formerly Chairma

f Executive Officer) of ConAgra, Inc. and also a

| DuPont de Nemours and Company, Norwest Corporatio
ries, Inc.

hief Executive Officer, Commonwealth Enterprises, |

, Inc.. and RCN Corporation; Chairman of the Board

e Officer, C-TEC (1993-1997); also a director of Me
Com, Inc.

e Board, President and Chief Executive Officer, Ame

s L.L.C. (for more than the past five years); also
rlington Northern Santa Fe Corporation, RCN Corpora
poration and Mid-America Apartment Communities, Inc
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Identified by asterisks are the three persons dgpdo be executive officers of Diversified Holdiafter consummation of the Transaction.
Walter Scott, Jr. is expected to be Chairman oBbard of Diversified Holdings and receive an anrsadary of $200,000. Effective August
1, 1997, James Q. Crowe became President and Exeefitive Officer of KDG, with an annual salary$#50,000. Effective August 1, 1997,
R. Douglas Bradbury became Executive Vice PresidEKDG, with an annual salary of $215,000. Mr. ®and Mr. Bradbury are expeci
to hold similar positions with Diversified HoldingSee "Certain Relationships and Related Transactio

As a result of the PoStransaction Certificate Amendments, the Diversititaldings Board will be divided into three class#gssignated Cla:

I, Class Il and Class llI, each class consistisgn@arly as may be possible, of one-third of tha& ttumber of directors constituting the
Diversified Holdings Board. The initial Class | Bators will consist of Walter Scott, Jr., Jame<@we, Robert B. Daugherty and Charles
M. Harper; the initial Class Il Directors will cassof William L. Grewcock, Richard R. Jaros, Rab€r Julian and David C. McCourt; and
the initial Class Il Directors will consist of Rouglas Bradbury, Kenneth E. Stinson and Michaef&ney. The term of the initial Class |
Directors will terminate on the date of the 1998l meeting of stockholders; the term of the ai@lass Il Directors will terminate on the
date of the 1999 annual meeting of stockholderd;tha term of the initial Class Il Directors wilrminate on the date of the 2000 annual
meeting of stockholders. At each annual meetingi@fkholders beginning in 1998, successors tolt#ss ©f directors whose term expires at
that annual meeting will be elected for three-yieams. See "The Certificate Amendments--Board oé&bors."

The Diversified Holdings Board will have an Audib@mittee, a Compensation Committee and an ExecGibremittee.

The Audit Committee members are expected to be fdedsglian (Chairman), Grewcock and McCourt. Thecfions of the Audit Committee
will be to recommend the selection of the indepahd&ditors; review the results of the annual aukguire into important internal control,
accounting and financial matters; and report andennacommendations to the full Diversified Holdir@zard.

The Compensation Committee members are expectasl tessrs. Yanney (Chairman), Jaros and McCounk 06 whom are employees of
Diversified Holdings. This committee will reviewaltompensation of Diversified Holdings executiviécefs as well as the compensation,
securities ownership and benefits of Diversifieddittgs employees.

The Executive Committee members are expected Mdssrs. Scott (Chairman), Crowe, Bradbury, Stiresath Yanney. This committee will
exercise the powers of the Diversified Holdings Bidaetween board meetings, except powers assignaithér committees.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

In connection with his retention as Chief Executdféicer of KDG, Mr. Crowe has entered into the &#ton Agreement with PKS and KD
Under the Retention Agreement, KDG has acquirech fkér. Crowe, Mr. Bradbury and others, Broadbandi@aroup, L.L.C., a company
formed to develop investment opportunities, fouschase price of $68,523, the cash investmentandbmpany. Pursuant to the Retention
Agreement, PKS has sold 1,000,000 shares of Cl&®&k to Mr. Crowe and 250,000 shares of Classdok3o Mr. Bradbury, in each case
at $54.25 per share, the current Class D Per $hare. The Retention Agreement also provides tK& Rill make available for sale, from
time to time prior to the consummation of the Teai®n, to certain Diversified Group employees geated by Mr. Crowe in connection
with the implementation of the Expansion Plan ("&mxgion Plan Employees"), up to an aggregate o0]00B shares of Class D Stock at a
price per share equal to the then applicable @aBsr Share Price.

The Retention Agreement also sets forth certaimipians that apply only if the Transaction is abamed. If the Transaction is abandoned

if, as currently anticipated, Mr. Crowe resign<dmsef Executive Officer of KDG, (i) PKS will havée right to repurchase all Class D Stock
issued to Mr. Crowe and Mr. Bradbury under the Rid@ Agreement at a price per share equal tohtbe-applicable Class D Per Share
Price, and (ii) Mr. Crowe will have the right tongshase from the Diversified Group either the stotkubsidiaries formed to implement the
Expansion Plan (but not including PKSIS or any othbsidiary of the Diversified Group in existermeAugust 1, 1997) ("Expansion Plan
Subsidiaries") or certain assets acquired by tiwemified Group in connection with the implemerdgatof the Expansion Plan, in each such
case at the book value of such stock or assetflasted in the books and records of the Diverdifszoup. The Diversified Group has not
invested a significant amount to date in the ExfmanBlan. However, the Diversified Group anticijzatieat Expansion Plan expenditures
through mid-1998 could approach $150 million, dmat & substantial portion of those expendituresldvbe expensed for accounting
purposes, thus resulting in the book value forERpansion Plan assets being substantially lower tha Diversified Group's investment in
such assets. PKS will enter into agreements with &pansion Plan Employee that provide that PK$ rpurchase any Class D Stock sold
to the Expansion Plan Employee if the Expansiom Elaployee ceases to be an employee of the Diied<Broup (whether through
purchase by Mr. Crowe of the capital stock of ampdnsion Plan Subsidiary or assets or otherwis@nwatime within the 12-month period
after Mr. Crowe delivers any such resignation retat a price per share equal to the then appédalziss D Per Share Price. See "Risk
Factors Regarding Diversified Holdings After thaisaction--Potential Consequences of a Failurettss@mmate the Transaction.”

On August 5, 1997, KDG purchased a jet aircrafitnflaocompany controlled by Mr. Crowe for $5.7 mitljahe price paid by the company for
the aircraft in June 1997. KDG and Mr. Crowe hantered into an aircraft operating lease, under wMc. Crowe may lease the aircraft for
personal use at rates specified by certain Fedeiation Administration regulations. KDG anticipatthat Mr. Crowe will lease
approximately 15% of the aircraft's annual flighté, and will pay KDG approximately $70,000 periyaathe current lease rate.

PKS is currently negotiating a sale of an inteiestn aircraft to Mr. Scott for his personal uges lanticipated that Mr. Scott, or a company
controlled by him, will purchase a 40% interesthia aircraft prior to consummation of the Trangatfior a price equal to 40% of the fair
market value of the aircraft, and that KCG will airg the remaining 60% interest in the aircrafnirBKS prior to consummation of the
Transaction. Under this arrangement, Mr. Scott waaly a proportional share of all expenses assatigith the plane.

PKS entered into a separation agreement with MosJa director of PKS, in connection with the gesition of Mr. Jaros as President of the
Diversified Group effective July 31, 1997. Undee 8eparation agreement, PKS paid Mr. Jaros $1l®mdn July 31, and agreed to pay Mr.
Jaros the balance
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of his 1997 salary ($187,500) between August 1@cember 31, 1997 and a bonus payment of $262,880 WKS makes its customary
executive bonus payments in 1998. PKS also agreathend the option agreements with Mr. Jaros veisipect to the options to purchase
150,000 shares of Class D Stock at $40.40 per gtreehenapplicable Class D Per Share Price) granted talJdns in 1995, and the optic
to purchase 50,000 shares of Class D Stock at $4@&b6share (the then-applicable Class D Per Strége) granted to Mr. Jaros in 1996, to
provide that those options would be fully vestedlaly 31, 1997, and would be exercisable at ang tinring the ten-year term of the original
option agreements.

In December 1996, PKS agreed to sell 10,000 sludr€kass D Stock to Mr. Harper, 10,000 shares ef€D Stock to Mr. Daugherty and
8,000 shares of Class D Stock to Mr. Kiewit, inteaase at $49.50 per share (the then-applicabksClePer Share Price). Those stock
purchase transactions were consummated in March. 199

In October, 1997, PKS sold 10,000 shares of ClaSsddk to Mr. Yanney and 8,500 shares of ClassdalSto Mr. McCourt, in each case at
$54.25 per share (the then-applicable Class D RameSPrice).

Mr. Stinson has indicated that he will converttadl Debentures into Class C Stock prior to the neédate for the Class R Stock Distribution
as a result of PKS' permitting such early conversibDebentures. Mr. Stinson will also be eligibdeobtain an interest-free loan to repay his
outstanding loan used to finance the purchasesdbbbentures. The cost of such arrangement isxpetced to exceed $225,000. See "The
Transaction--Conversion of the Debentures."

INTEREST OF CERTAIN PERSONS IN THE POST-TRANSACTION AMENDMENTS

Certain of the Postransaction Certificate Amendments, including tlessification of the Diversified Holdings Boardethuthorization of tt
issuance of Diversified Holdings preferred stockhaut stockholder approval, the prohibition of $teglder action by written consent, the
elimination of the ability of stockholders to caflecial stockholder meetings and the requiremeatsofpermajority vote to amend the
Diversified Holdings By-laws, could have the effe€idelaying, deferring or preventing a changerineonoval of the management of
Diversified Holdings. Based on this potential effetthese Postransaction Certificate Amendments, those direcoi executive officers
PKS who are expected to become directors and exeaifficers of Diversified Holdings after the Tigaction is consummated may have an
interest in approval of the Post-Transaction Gedie Amendments which differs from that of oth&SPStockholders. See "The Post-
Transaction Certificate Amendments”, "Diversifiedléings Directors and Executive Officers” and "Risctors Regarding Diversified
Holdings After the Transaction--Certain Limitatioms Changes in Control of Diversified Holdings."

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of PKS consists of Me&augherty, Harper and Kiewit, none of whom ioéiter or employee of PKS.
Each of Messrs. Daugherty, Harper and Kiewit pusedaClass D Stock from PKS in 1997. See "CertaiatRaships and Related
Transactions."

The Compensation Committee of PKS Holdings is etqueto consist of Messrs. Crowe and Kiewit, nonerbdm is expected to be an offis
or employee of PKS Holdings. Mr. Crowe has purca@@kass D Stock from PKS and has entered into #terRion Agreement with PKS a
KDG. On August 1, 1997, KDG purchased a jet aitdrain a company controlled by Mr. Crowe for $5.ilion, the price paid by the
company for the aircraft in June 1997. Mr. Kiewitrghased Class D Stock from PKS in 1997. See "{DeRalationships and Related
Transactions."

The Compensation Committee of Diversified Holdimgexpected to consist of Messrs. Yanney, McContitJaros, none of whom is
expected to be an officer or employee of PKS HgjdirEach of Messrs. Yanney and McCourt has purdh@kess D Stock from PKS. Mr.
Jaros has entered into a separation agreemenPWi) pursuant to which, among other things, herbéasived certain severance payments.
See "Certain Relationships and Related Transactions
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COMPARISON OF CLASS C STOCK AND PKS HOLDINGS STOCK
GENERAL

In the Share Exchange, each outstanding shareass@ Stock will be mandatorily exchanged for arky paid and nonassessable share of
PKS Holdings Stock. Thus, holders of Class C Steitkoecome stockholders of PKS Holdings rathemtb&PKS. See "The Transaction."
PKS Holdings Stock will not have any preemptivesobscription rights. As stockholders of PKS Holdinguch holders' rights will continue
to be governed by Delaware law and will be govelmgthe PKS Holdings Certificate and the PKS HadiBy-laws. The rights of and
restrictions on PKS Holdings Stock (including disidl rights, repurchase rights and rights to distidims upon liquidation) under the PKS
Holdings Certificate and PKS Holdings By-laws wvii# substantially similar to those of Class C Stac#er the PKS Certificate and PKS By-
laws, except that there will be no rights or resimhs comparable to those in the PKS Certificatd BRKS By-laws relating to the Class D
Stock. The terms of the PKS Holdings Certificatd e approved by PKS, as the sole stockholdes Ploldings, prior to the Share
Exchange and, accordingly, PKS Stockholders willhave an opportunity to approve such terms.

Holders of Class C Stock are stockholders of PK$&phthe Construction Group, and have an intarete equity and assets of PKS,
including the assets of the Construction Groups ploe-half of the unconsolidated stockholders'tgquihether positive or negative) of PKS
itself. PKS is a Delaware corporation. The PKS iieate authorizes 183,250,000 shares of capitalkstof which 8,000,000 shares are Class
B Stock, 125,000,000 shares are Class C StockQ8@00 shares are Class D Stock, and 250,000 shva &S preferred stock. As of , 1¢
there were no shares of Class B Stock, sharesasb@ Stock, shares of Class D Stock and no sbBRI§S preferred stock outstanding.
After giving effect to the Initial Certificate Amements, the PKS Certificate will authorize 641,80, shares of capital stock, of which
8,000,000 shares are Class B Stock, 125,000,006sshee Class C Stock, 500,000,000 shares are @I8ssck (with 10 of such shares being
designated as Class D Stock, Non-Redeemable S63jB8D,000 shares are Class R Stock and 250,@08sshre PKS preferred stock. See
"The Initial Certificate Amendments." PKS intendsigsue 10 shares of Class D Stock, Non-Redeeraies promptly following the filing

of the Initial Certificate Amendments and expeotsssue approximately shares of Class R StockdrCilass R Stock Distribution.

Holders of PKS Holdings Stock will be stockholdefd°KS Holdings, which will not be a subsidiaryRiKS and which will have an interest
only in the Construction Group. PKS Holdings isedare corporation. The PKS Holdings Certificattharizes 125,250,000 shares of
capital stock of PKS Holdings, of which 125,000,&d@res are PKS Holdings Stock and 250,000 shezd3ks5 Holdings preferred stock.
of October 1, 1997 there were 100 shares of PK8ihigé Stock outstanding, all of which were heldd%S and no shares of PKS Holdings
Preferred Stock outstanding. After the consummatiathe Transaction, there will be an estimatedeshaf PKS Holdings Stock and no
shares of PKS Holdings preferred stock outstanding.

Reference is made to the more detailed provisifrasnal the following descriptions are qualifiedtieir entirety by reference to, the PKS
Certificate, the PKS By-laws and the PKS Holdingsl®wvs, copies of which are filed with the Commdissas exhibits to the Registration
Statement of which this Proxy Statement/Joint ReoBs is a part, and the PKS Holdings Certificateppy of which is attached as Appendix
D.

The following discussion relating to PKS Holdinge&k, the PKS Holdings Certificate and the PKS Hiwdd By-laws gives effect to the
consummation of the Transaction.

DIVIDEND POLICY

Under Delaware law and the PKS Certificate, afteidénds have been declared and set aside for payongaid on PKS preferred stock (if
any) having a preference over Class C Stock, dndden
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Class C Stock may be declared and paid out oftbess, if any, of the amount legally available ¢fier over the Available Class D Dividend
Amount, which is equal to the lesser of (i) the amtdegally available for payment of dividends amunon stock of PKS and (ii) an amount
equal to (a) the Class D Formula Value less (biddivds on Class D Stock declared during the cugreat. The current policy is to pay in
each year 15% to 20% of the prior year's earnifiglseoConstruction Group as a cash dividend ongO@aStock.

Under Delaware law and the PKS Holdings Certificafeer dividends have been declared and set &sigayment or paid on PKS Holdings
preferred stock (if any) having a preference owes Poldings Stock, dividends on PKS Holdings Stotky be declared and paid out of PKS
Holdings funds legally available therefor. PKS Holgs intends to continue the current PKS policpafing in each year 15% to 20% of the
prior year's earnings of the Construction Group aash dividend on PKS Holdings Stock.

VOTING RIGHTS

Holders of Class C Stock are entitled to one veteshare on all matters submitted to a vote ottdremon stockholders of PKS. Moreover,
the holders of Class C Stock are entitled, as aragpclass, to elect two-thirds of the directbysgumulative voting, while the remaining
directors are elected by the holders of Class RIKStbhe PKS Certificate provides that certain fundatal corporate changes, such as
changes in the capital structure of PKS, are dffecinly upon the approval of at least 80% of thestanding Class C Stock, voting as a
separate class, as well as a majority of the qudtg voting power of PKS, while certain other ans require the approval of 66 2/3% of
Class C Stock, voting as a separate class, aswallmajority of the voting power of PKS. The PKStlicate further provides that, in the
event that the number of issued and outstandingesitd Class C Stock should at any time be lesstthenumber of issued and outstanding
shares of Class D Stock, the PKS Board may destaok dividends on Class C Stock without decladargprresponding stock dividend on
Class D Stock so that the number of outstandingeshaf Class C Stock and Class D Stock will be axiprately equal.

Holders of PKS Holdings Stock will be entitled teeovote per share on all matters submitted to @ #bthe common stockholders of PKS
Holdings. Holders of PKS Holdings Stock are entitle elect the entire PKS Holdings Board by cumwuéavoting. The PKS Holdings
Certificate provides that certain fundamental cospm changes, such as changes in the capitalgteunt PKS Holdings, are effective only
upon the approval of at least 80% of PKS Holdings!§ while certain other actions require the apptof 66 2/3% of PKS Holdings Stock.
All of the supermajority voting requirements inchgtlin the PKS Certificate with respect to Classt@Kare included in the PKS Holdings
Certificate with respect to PKS Holdings Stock.

REPURCHASE RIGHTS

During the first 15 days of any calendar month, RSt repurchase shares of Class C Stock uporetharmtl of a holder of such stock at the
Class C Per Share Price determined using the Cl&smula Value. The PKS Board may suspend PK&sltd repurchase Class C Stock
upon the PKS Board's determination that the ClaBsi@ula Value to be determined at the end of thieeat fiscal year is likely to be less
than the Class C Formula Value determined at theoéthe prior year less dividends declared on £&s$tock since the prior fiscal year end.
The suspension may not exceed one year. No volutgaders of stock of the affected class will beegated during the suspension period.
Different suspension periods may be applied toC@&$Stock and Class D Stock. During a Class C Staskension period, required
repurchases (E.G., upon employment termination) coayinue, but the repurchase price will be deteedias follows: if the suspension
period ends during the first half of the fiscal y@aefore July 1), the repurchase price will be @ass C Per Share Price determined as of the
end of the prior fiscal year (less dividends pearstdeclared on Class C Stock since the priorlfiszar end). However, if the
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suspension period ends during the second halfie€al year (after June 30), the repurchase pritldbe’the Class C Per Share Price
determined at the end of the suspension period.

During the first 15 days of any calendar month, RHkg&dings will be required to repurchase shareBK$ Holdings Stock upon demand of a
holder of such stock at the PKS Holdings Per SRaiee determined using the PKS Holdings FormulaugaThe PKS Holdings Board may
suspend PKS Holdings' duties to repurchase PKSittyddStock upon the PKS Holdings Board's deterriunahat the PKS Holdings
Formula Value to be determined at the end of tmeeatifiscal year is likely to be less than the Rf&dings Formula Value determined at
end of the prior year less dividends declared o PKIdings Stock since the prior fiscal year ene Suspension may not exceed one year.
No voluntary tenders of stock of the affected clagkbe accepted during the suspension periodirigua PKS Holdings Stock suspens
period, required repurchases (E.G., upon employteemination) may continue, but the repurchaseepnitl be determined as follows: if the
suspension period ends during the first half offtbeal year (before July 1), the repurchase pritebe the PKS Holdings Per Share Price
determined as of the end of the prior fiscal yézsq dividends per share declared on PKS HolditgskSince the prior fiscal year end).
However, if the suspension period ends during #vesd half of a fiscal year (after June 30), thrurehase price will be the PKS Holdings
Per Share Price determined at the end of the ssigpeperiod.

LIQUIDATION RIGHTS

Upon the liquidation, dissolution or winding upXS, after the creditors of PKS and the holde®kK$ preferred stock (if any) receive the
full preferential amounts to which they are entitlthe PKS Board will establish two accounts. Td_fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to loaiké-of the unconsolidated stockholders' equitiPKiS
itself. The "C Liquidation Account" will be the wa of the remaining assets. These values will beraéned at the time of liquidation.
Holders of Class C Stock will receive an amountatédo $1.00 per share out of the C Liquidation Agto After a payment of $2.00 per share
to the holders of D Stock out of the D Liquidatidocount (and the C Liquidation Account, if the Dguidation Account is insufficient to
make such payment), any assets remaining theréafiee C Liquidation Account will be distributed the holders of Class C Stock.

Upon the liquidation, dissolution or winding upPKS Holdings, after the creditors of PKS Holdingsl he holders of PKS Holdings
preferred stock (if any), receive the full prefai@hamounts to which they are entitled, holder®KS Holdings Stock will be entitled to
receive any assets available for distribution telgholders of PKS Holdings.

CONVERSION RIGHTS

A holder of Class C Stock may convert shares o§£@ Stock into Class D Stock pursuant to the Caive Right by providing written

notice to PKS during the period from and includ®@gtober 15 through and including December 15 ohgaar. Such conversions generally
become effective on January 1 (the "Conversion 'Dafiethe following year. Shares of Class C Stook @onvertible into a number of shares
of Class D Stock that bears the same ratio to tinebrer of shares surrendered for conversion aslées © Per Share Price at the Conversion
Date bears to either (i) if Class D Stock is ndljaly traded, the Class D Per Share Price oiif(iDlass D Stock is publicly traded, the
average closing price of Class D Stock for twerdgding days prior to such date. Instead of effectire conversion described above, PKS
may repurchase any shares of Class C Stock tenfl@redch conversion at the Class C Per Share Btittee Conversion Date by providing
written notice to the tendering stockholder of saldction not later than the Conversion Date. AdBobf Class C Stock (but only if such
holder is then an employee of PKS or an entity biclw PKS owns at least a 20% equity interest) milgdsaw the tender of shares at any
time before, or within 10 days after, PKS providegten notice that it has elected to repurchasestiares. Partial payment for such tendered
shares shall be made within 60 days after the
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Conversion Date, and the balance paid after PIK8hfiial statements are certified. No conversiorSlass C Stock into Class D Stock will
become effective if PKS' duty to repurchase Class Class D Stock is at the time suspended, asgedyn the PKS Certificate.

Holders of PKS Holdings Stock will not have thehtigp convert their shares into any security of R&dings or Diversified Holdings. In tl
event that the Transaction is consummated, PKSiktgddntends to implement the Installment Note Paiogto allow holders of PKS
Holdings Stock to sell such stock to PKS Holdinggxchange for Installment Notes on a tax-defeimsthliment basis, as an alternative to a
repurchase for cash. See "The Transaction--InstaliiNote Program."

FORMULA VALUE

The Class C Formula Value is an amount equal tatihekholders' equity of PKS less (i) the book eabfi certain property, plant and
equipment, (ii) the stockholders' equity attribl¢ato outstanding PKS preferred stock (if any) @npthe Class D Formula Value, based on
the year-end audited financial statements. Thes@laBormula Value is the basis for the determimatibthe Class C Per Share Price at which
shares of Class D Stock must be repurchased byupk®s demand of the holder thereof, subject to teeeceptions. The Class C Per Share
Price is determined by increasing the Class C Flariialue by the portion of the face amount of anistanding debentures convertible into
Class C Stock and dividing the result by the surti)dhe number of outstanding shares of Classdeksand (ii) the number of shares
reserved for the conversion of such debenturesGfaes C Stock. This quotient is rounded to theest#.05 and reduced by the amount of
any dividends per share declared on Class C Stock the prior year end to arrive at the Class C3Pare Price.

The PKS Holdings Formula Value will be an amouniado the stockholders' equity of PKS Holdingslé¥the book value of certain
property, plant and equipment and (ii) the stocbdd' equity attributable to outstanding PKS Haldipreferred stock (if any), based on the
yearend audited financial statements. The PKS Holdkgsnula Value will be the basis for the determimabf the PKS Holdings Per Share
Price, at which shares of PKS Holdings Stock mestdpurchased by PKS upon demand of the holdezdhesubject to certain exceptions.
The PKS Holdings Per Share Price will be determimgéhcreasing the PKS Holdings Formula Value ey plortion of the face amount of a
outstanding debentures convertible into PKS HolgliBtpck and dividing the result by the sum ofig tumber of outstanding shares of PKS
Holdings Stock and (ii) the number of shares resgfer the conversion of such debentures into PidieliHgs Stock. This quotient will be
rounded to the nearest $.05 and reduced by therarobany dividends per share declared on PKS IHgklStock since the prior year end to
arrive at the PKS Holdings Per Share Price.

MANDATORY EXCHANGE

If all the assets and liabilities of the ConstrantGroup are held by a wholly owned subsidiary §6Rsuch as PKS Holdings), the PKS
Board may, by a two-thirds vote, require the exgeaof all the outstanding Class C Stock for the mmm stock of such subsidiary, on a pro
rata basis; provided that such subsidiary hastéicate of incorporation substantially similarttee PKS Certificate. It is pursuant to this
provision of the PKS Certificate that the Shareliamge will be effected by the PKS Board.

Holders of PKS Holdings Stock will not be subjexttandatory exchange provisions comparable to ttrosdich Class C stockholders are
subject.

OWNERSHIP AND TRANSFERABILITY RESTRICTIONS

Class C Stock may be owned only by employees of &#®its subsidiaries and, with prior PKS Boardrapgl, by certain authorized
transferees of such employees (I.E., fiduciariestfe benefit of members of the immediate famitieemployees, corporations wholly owned
by employees or employees and their spouses achildren, fiduciaries for the benefit of such caigions, charities, and fiduciaries for
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charities designated by any such persons). Un@ePKE Certificate, an employee of a subsidiary loiclv PKS owns at least a 20% equity
interest (or any joint venture in which PKS anddoch subsidiary owns at least a 20% equity intgrisstieemed to be an employee for
purposes of Class C Stock ownership and the attémicansfer restrictions. A director who is a fomaenployee may continue to own Class C
Stock. No more than 10% of the total Class C Stoak be owned by any one employee and certain &egess at any time.

PKS Holdings Stock may be owned only by employdda$ Holdings and its subsidiaries and, with pR&tS Holdings Board approval, by
certain authorized transferees of such employeEs fiduciaries for the benefit of members of immnediate families of employees,
corporations wholly owned by employees or employeestheir spouses and/or children, fiduciariedtierbenefit of such corporations,
charities, and fiduciaries for charities designdigany such persons). Under the PKS Holdings f@zte, an employee of a subsidiary of
which PKS Holdings owns at least a 20% equity egefor any joint venture in which PKS Holdings amauch subsidiary owns at least a
20% equity interest), is deemed to be an emplogepurposes of PKS Holdings Stock ownership andattendant transfer restrictions. A
director who is a former employee may continuewm &KS Holdings Stock. No more than 10% of theltB#&S Holdings Stock may be
owned by any one employee and certain transfetessyaime.

Each holder of Class C Stock is required to exeautspurchase agreement which provides that alstdadde may offer to sell all or part of t
Class C Stock owned by such stockholder to PK®yatime at the class price determined by formuld tat PKS must accept any such
offer, with payment to be made within 60 days affter receipt of notice of the offer and of the ktoertificates offered by the holder. Upon
the tender of a part of such holder's shares afSQtaStock, PKS may, at its option, require theléiolo sell Class C Stock held by such hc
back to PKS. Under the repurchase agreement, tpioge®e may not transfer the shares of Class C Steltkby such employee except in a
sale to PKS or a transfer to an authorized traesf@tE., a charity, etc.). Upon the death, termdmaor retirement of such employee, all Class
C Stock held by the employee and by such emplogegtworized transferees must be sold back to PKS.

Each holder of PKS Holdings Stock will be requitedxecute a repurchase agreement which will peothdt a stockholder may offer to sell
all or part of the PKS Holdings Stock owned by satdtkholder to PKS Holdings at any time at theglprice determined by formula and
that PKS Holdings must accept any such offer, wiiment to be made within 60 days after the readipbtice of the offer and of the stock
certificates offered by the holder. Upon the terafea part of such holder's shares of PKS Holdbigsk, PKS Holdings will be entitled, at
option, to require the holder to sell PKS Holdirgiseck held by such holder back to PKS Holdings. éfrtle repurchase agreement, the
employee will not be entitled to transfer the searEPKS Holdings Stock held by such employee exitep sale to PKS Holdings or a
transfer to an authorized transferee (1.E., a thagtc.). Upon the death, termination or retireb@rsuch employee, all PKS Holdings Stock
held by the employee and by such employee's aattobtransferees will be required to be sold badkk& Holdings. Each holder of PKS
Holdings Stock will be required to execute a repase agreement with PKS Holdings prior to receidrsgock certificate for the PKS
Holdings Stock received in the Share Exchange.

LISTING

The Class C Stock is not listed for trading on siock exchange or market. PKS Holdings Stock veitl e listed for trading on a stock
exchange or market at the Effective Time or theegaf

Class C Stock is currently registered as an egeityrity of PKS under the Exchange Act. Since rameshof Class C Stock will be
outstanding after the consummation of the Trangagtiis anticipated that Diversified Holdings wélpply to the Commission for termination
of such registration. Upon effectiveness of thetiieste Amendments, Class C Stock will be elimawfrom the PKS Certificate and will no
longer be authorized capital stock of Diversifiedldings.
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PKS Holdings Stock will be registered as an egségurity under the Exchange Act.
PREFERRED STOCK

The PKS Board is empowered, without approval ofstioeekholders, to cause shares of PKS preferrad sbobe issued in one or more series,
with the numbers of shares of each series andaWwens, preferences, rights and limitations of esaties to be determined by it; except that
no series of PKS preferred stock may have any gatghts or be convertible into shares of stockilgwoting rights.

The PKS Holdings Board is empowered, without aparo¥ the stockholders, to cause shares of PKSikigédpreferred stock to be issued in
one or more series, with the numbers of shareadt series and the powers, preferences, rightiraitdtions of each series to be determi
by it. Among the specific matters that may be daieed by the PKS Holdings Board are the rate oiddinds, if any; rights and terms of
conversion or exchange, if any; the terms of redempif any; the amount payable in the event of @oluntary liquidation, dissolution or
winding up of the affairs of PKS Holdings; the tarof a sinking or purchase fund, if any. No sedeBKS Holdings preferred stock may
have any voting rights or be convertible into skarkstock having voting rights.

LIMITATION ON DIRECTORS' LIABILITY

The PKS Certificate provides, as authorized by iS8ect02(b)(7) of the DGCL, that a director of PK#lwot be personally liable to PKS or
its stockholders for monetary damages for breadtdotiary duty as a director, except for liabil{fy for any breach of the director's duty of
loyalty to PKS or its stockholders, (i) for actsamissions not in good faith or which involve int®nal misconduct or a knowing violation
law, (iii) for unlawful payments of dividends or lawful stock repurchases or redemptions as provid&ection 174 of the DGCL or (iv) for
any transaction from which the director derivedraproper personal benefit.

The PKS Holdings Certificate will contain identigabvisions with respect to PKS Holdings and iteclors.
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COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDING S STOCK
GENERAL

The Post-Transaction Certificate Amendments willrgle the name of PKS to "Diversified Holdings, 'Ineedesignate Class D Stock as
"Common Stock, par value $.01 per share", of Difies Holdings, modify the repurchase rights to efhthe holders of Class D Stock are
entitled, delete the provisions regarding Clas4del§ add certain corporate governance provisioasnaake certain other changes described
herein. Upon consummation of the Transaction, heldéClass D Stock will become holders of DivaesifHoldings Stock. As stockholders
of Diversified Holdings, such holders' rights wabntinue to be governed by Delaware law and wilbeerned by the Diversified Holdings
Certificate and the Diversified Holdings By-laws.

Holders of Class D Stock are stockholders of PK# of the Diversified Group, and have an interaghie equity and assets of PKS, incluc
the assets of the Diversified Group plus twadf-of the unconsolidated stockholders' equitydthier positive or negative) of PKS itself. PK!
a Delaware corporation. The PKS Certificate auttewil83,250,000 shares of capital stock, of whjeB@B000 shares are Class B Stock,
125,000,000 shares are Class C Stock, 50,000,@08sshre Class D Stock and 250,000 shares are r#eSrpd stock. As of , 1997 there
were no shares of Class B Stock, shares of Cl&®€k, shares of Class D Stock and no shares offi?&8rred stock outstanding. After
giving effect to the Initial Certificate Amendmentke PKS Certificate will authorize 641,750,00@rsls of capital stock, of which 8,000,000
shares are Class B Stock, 125,000,000 shares ass ClIStock, 500,000,000 shares are Class D Stittk1(0 of such shares being design.
as Class D Stock, Non-Redeemable Series), 8,508/@s are Class R Stock and 250,000 shares &@feferred stock. See "The Initial
Certificate Amendments." PKS intends to issue Hieshof Class D Stock, Non-Redeemable Series phpifiofibwing the filing of the Initial
Certificate Amendments and expects to issue apmately shares of Class R Stock in the Class R Sbastkibution.

Holders of Diversified Holdings Stock will continte be stockholders of the same Delaware corparatenamed Diversified Holdings, Inc.,
which will have an interest only in the Diversifi&toup. The Diversified Holdings Certificate willithorize 518,500,000 shares of capital
stock of Diversified Holdings, of which 500,000,08@ares are Diversified Holdings Stock (with 1&oth shares being designated as
Diversified Holdings Stock, Non-Redeemable Serig€00,000 shares are Class R Stock and 10,006(@08s are Diversified Holdings
preferred stock. After the consummation of the $eantion, there will be an estimated shares of Bified Holdings Stock (of which 10
shares will be designated as Diversified Holdinggels, Non-Redeemable Series), shares of Class ¢k &tal no shares of Diversified
Holdings preferred stock outstanding.

Reference is made to the more detailed provisifranal such descriptions are qualified in theiirety by reference to, the PKS Certificate,
the PKS By-laws and the Diversified Holdings By-fawopies of which are filed with the Commissioreakibits to the Registration
Statement of which this Proxy Statement/Joint ReoBys is a part, and the Diversified Holdings Giedte, a copy of which is attached as
Appendix E-II.

The following discussion relating to Diversified ldmngs Stock, the Diversified Holdings Certificatad the Diversified Holdings By-laws
gives effect to the consummation of the Transaction

DIVIDEND POLICY

Under Delaware law and the PKS Certificate, afteidénds have been declared and set aside for payongaid on PKS preferred stock (if
any) having a preference over Class D Stock, divddeon Class D Stock may be declared and paidfdbedvailable Class D Dividend
Amount. Dividends of $.50 per share were paid cas€D Stock in each of 1996 and 1997. Prior tdithe the Transaction is consummated
or abandoned, PKS does not intend to declare oapgyadditional dividends on Class D Stock.
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Under Delaware law and the Diversified Holdingst@ieate, after dividends have been declared ah@dside for payment or paid on
Diversified Holdings preferred stock (if any) hagia preference over Diversified Holdings Stockjatwnds on Diversified Holdings Stock
and Class R Stock may be declared and paid outvefr&ified Holdings funds legally available thenefti is currently anticipated that
dividends will not be paid on Diversified Holdin§sock or Class R Stock in the foreseeable future.

VOTING RIGHTS

In general, holders of Class D Stock are entittedrte vote per share on all matters submittedvimte of the common stockholders of PKS.
Holders of Class D Stock are entitled, as a sepatass, to elect one-third of the PKS Board. Clag&tock has no right to cumulative voting.
In addition, the affirmative vote of holders of 8@#tthe outstanding Class D Stock is required @nge the formula for determining the ClI

D Per Share Price or the Class D Formula Value.PK® Certificate further provides that in the evibratt the number of issued and
outstanding shares of Class C Stock is at any lésgethan the number of issued and outstandingsiwhrClass D Stock, the PKS Board may
declare stock dividends on Class C Stock withouatadiang a corresponding stock dividend on ClasgdziSso that the number of outstand
shares of Class C Stock and Class D Stock willgpeaximately equal.

Holders of Diversified Holdings Stock will be eih¢itl to one vote per share on all matters submittedvote of the common stockholders of
Diversified Holdings, and, together with holdersG¥&ss R Stock (who are entitled to vote for theetbn of Diversified Holding Board on an
as converted basis), will elect the entire DivéesifHoldings Board. The board of directors of Daied Holdings will be classified.
Stockholders of Diversified Holdings will have right to cumulative voting. Amendment of the Divéiesi Holdings By-laws by the
Diversified Holdings stockholders will require tafirmative vote of the holders of two-thirds oftbutstanding Diversified Holdings Stock.
The affirmative vote of holders of 80% of Diversifi Holdings Stock will be required to amend thendgbns of the Diversified Holdings Per
Share Price or Diversified Holdings Formula ValBeovisions of the Diversified Holdings Certificatdich provide for supermajority voting
rights will require the same supermajority to besaned. Stockholders of Diversified Holdings willthe@ entitled to act by written consent.

REPURCHASE RIGHTS

Holders of Class D Stock may, during the first Byslof any calendar month, offer to sell Class @ckto PKS at the Class D Per Share
Price. Except as described below, PKS must accept affers and purchase Class D Stock for cash. BS to repurchase Class D Stock
ends if Class D Stock becomes publicly traded. K& Board may suspend PKS' duties to repurchass Cl&tock upon the PKS Board's
determination that the stock formula value for €lBsStock to be determined at the end of the cufigral year is likely to be less than the
formula value determined at the end of the pri@ryess dividends declared on Class D Stock sme@tior fiscal year end. The suspension
period may not exceed one year. No voluntary tende€Class D Stock will be accepted during the sasjpn period. Different suspension
periods may be applied to Class C Stock and ClaS®bk. The PKS Board may decide to conserve P& by temporarily halting PKS'
duty to repurchase Class D Stock for cash. In sweimt, payment will be in the form of an interestiting two-year promissory note.
However, holders may withdraw tenders of shareswioald be paid for with notes. The PKS Board mhagase to invoke this cash
repurchase limitation only after more than 10%hef butstanding shares of Class D Stock have beeerted in any fiscal year.

Holders of Diversified Holdings Stock will have thight, during the first 15 days of any calendamig to offer to sell Diversified Holdings
Stock to Diversified Holdings at the Diversified ldings Per Share Price. Except as described b&oxeysified Holdings will be required to
accept such offers and purchase Diversified Hoklatpck for cash. Diversified Holdings' duty tousghase Diversified Holdings Stock will
end if Diversified Holdings Stock becomes publittigded. The Diversified Holdings Board will have tlight to suspend Diversified
Holdings' duties to repurchase Diversified Holdigieck
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upon the Diversified Holdings Board's determinatioat the stock formula value for Diversified Halgs Stock to be determined at the en
the current fiscal year is likely to be less thiaa tormula value determined at the end of the pré@r less dividends declared on Diversified
Holdings Stock since the prior fiscal year end. $hspension period may not exceed one year. Natavlutenders of Diversified Holdings
Stock will be accepted during the suspension pefibé Diversified Holdings Board will have the rtgh decide to conserve Diversified
Holdings' cash by temporarily halting Diversifiedldings' duty to repurchase Diversified Holdingectfor cash. In such event, payment
will be in the form of interest-bearing promissarmytes instead of cash. Such promissory notes auélsuch term to maturity, up to ten years,
as the Diversified Holdings Board may determinelddos may withdraw tenders of shares that woulgdid for with notes. The Diversified
Holdings Board will have the right to invoke thiazsth repurchase limitation only after more than W%he outstanding shares of Diversified
Holdings Stock have been tendered in any fiscal.yea

LIQUIDATION RIGHTS

Upon the liquidation, dissolution or winding upXS, after the creditors of PKS and the holde®k$ preferred stock (if any) receive the
full preferential amounts to which they are entitlthe PKS Board will establish two accounts. Td_fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to loaiké-of the unconsolidated stockholders' equitiPKiS
itself. The "C Liquidation Account" will be the wa of the remaining assets. These values will beraéned at the time of liquidation.
Holders of Class D Stock will receive an amountada $2.00 per share out of the D Liquidation Aatb(and the C Liquidation Account,
after the payment of $1.00 to holders of Class @lgtif the D Liquidation Account does not contairfficient funds to make such payment).
Any assets remaining thereafter in the D Liquidatt@count will be distributed to the holders of €4eD Stock.

Upon the liquidation, dissolution or winding up®iversified Holdings, after the creditors of Diviied Holdings and the holders of
Diversified Holdings preferred stock (if any) reeeithe full preferential amounts to which they engitled, holders of Diversified Holdings
Stock, together with holders of Class R Stock, balentitled to receive any assets available faridution to holders of Diversified Holdings
Stock. Holders of Class R Stock will share sucleswith holders of Diversified Holdings Stock anas converted basis provided that each
share of Class R Stock will receive no less thasfonirth of the amount of assets to which one shaBiversified Holdings Stock would be
entitled.

CONVERSION RIGHTS

A holder of Class D Stock who is offered Class Gc&tin connection with PKS' annual offering of $¢@o employees may, in lieu of
purchasing such shares of Class C Stock, convarésiof Class D Stock into the number of shar&dads C Stock (up to the number of
shares of Class C Stock offered) that bears the satio to the number of shares surrendered foversion as the Class D Per Share Price on
the date PKS receives notice of the conversionshieathe Class C Per Share Price. No conversiofi$astk D Stock into Class C Stock are
allowed after Class D Stock has become publiclgedaor if PKS' duty to repurchase Class D Stoek the time suspended, as provided ir
PKS Certificate.

Holders of Diversified Holdings Stock will not hattee right to convert their Diversified Holdingso8k into any security of PKS Holdings or
Diversified Holdings.

FORMULA VALUE

The Class D Formula Value is an amount equal tthé@)stockholders' equity of the entities compgdime Diversified Group plus (ii) ontalf

of the stockholders' equity of PKS itself on anamenlidated basis and without considering PKS'stment in any subsidiaries. The Class D
Formula Value is the basis for the determinatiothefamount paid as dividends on Class D Stockamdss and until Class D Stock is
publicly traded, the Class D Per Share Price atlvihares of Class D Stock must be
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repurchased by PKS upon the demand of the holdersdf. The Class D Per Share Price is determigpéudidoeasing the Class D Formula
Value by the portion of the face amount of any tautding debentures convertible into Class D Stexkdividing the result by the sum of (i)
the number of outstanding shares of Class D StodKig the number of shares reserved for the cmioe of such debentures. This quotient
is rounded to the nearest $.05 and reduced byntioeiiat of any dividends per share declared on MaStock since the prior year end to
arrive at the Class D Per Share Price.

The Diversified Holdings Formula Value is an amoequal to the stockholders' equity of Diversifiedldings, less the stockholders' equity
attributable to outstanding Diversified Holdingefarred stock (if any). The Diversified HoldingsrFula Value is the basis for the
determination of the Diversified Holdings Per Sharie, the price at which, unless and until Diiferd Holdings Stock is publicly traded,
shares of Diversified Holdings Stock must be repased by Diversified Holdings upon the demand efttblders thereof. The Diversified
Holdings Per Share Price is determined by dividinthe sum of (a) the Diversified Holdings FormMalue plus (b) the portion of the face
amount of any outstanding securities convertible Diversified Holdings Stock by (ii) the sum of the number of outstanding shares of
Diversified Holdings Stock plus (b) the total numbéshares reserved for issuance upon the comveddioutstanding securities convertible
into Diversified Holdings Stock. This quotient munded to the nearest $.05 and reduced by the arabany dividends per share declared on
the Diversified Holdings Stock since the prior yead to arrive at the Diversified Holdings Per &hrice. See "--Repurchase Rights."
Neither the Diversified Holdings Formula Value nioe Diversified Holdings Per Share Price will bediso determine the amounts availe
for dividends on Diversified Holdings Stock. SeeDlvidend Policy."

MANDATORY EXCHANGE

Unless and until Class D Stock has become pubtialyed, under the PKS Certificate the PKS Board, gy two-thirds vote, require an
exchange of the outstanding shares of Class D $toahares of Class C Stock. The number of shafr€ass C Stock to be issued in such
exchange will be determined by the ratio of thes€lB Per Share Price to the Class C Per Share PhHedwo prices will be those two prices
as of the date of the exchange. If the holder aE€D Stock is not eligible to own Class C Stookhsholder will be paid cash for his or her
Class D Stock, at the Class D Per Share Price.

Holders of Diversified Holdings Stock will not balgect to mandatory exchange provisions compatatieose to which holders of Class D
Stock are subject.

OWNERSHIP AND TRANSFERABILITY RESTRICTIONS

Under the PKS Certificate, there are no restriction the transfer or ownership of Class D Stocldadithe Diversified Holdings Certificate,
there will be no restrictions on the transfer omevship of Diversified Holdings Stock.

LISTING

Class D Stock is not listed for trading on any ktekchange or market, and Diversified Holdings doetsexpect to list Diversified Holdings
Stock for trading on a stock exchange or mark#ia€ffective Time. Diversified Holdings expectsatliit will not seek such a listing until it
raises capital through a public equity offeringdesires to have a listed equity security availétmecquisitions. Any determination to raise
public equity capital will depend on a number dftéas including, without limitation, Diversified Hitings' capital needs, the availability and
attractiveness of alternative sources of capital,erformance of Diversified Holdings and condisian the public equity markets.
Accordingly, no assurance can be given, that DiffecsHoldings Stock will be listed for trading the future, or, if it is, when such listing
will be accomplished or whether an active tradirayket will develop or be sustained.
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DIVERSIFIED HOLDINGS STOCK, NON-REDEEMABLE SERIES

The Initial Certificate Amendments include a prasisdesignating 10 shares of Class D Stock as Q&&tock, Non-Redeemable Series.
Pursuant to the PKS Certificate, as amended binttial Certificate Amendments, shares of ClasstbcE, Non-Redeemable Series will have
terms identical to those of other shares of Clagtdak, with the following exceptions: (i) holdextClass D Stock, Non-Redeemable Series
will have no rights to cause PKS to repurchase steres; (ii) shares of Class D Stock, Non-Redé&nfgeries will not be convertible into
Class C Stock, as is the Class D Stock under oecteiumstances; and (iii) shares of Class D Stbidn-Redeemable Series will not be
subject to mandatory exchange into Class C StodRK®y. See "The Initial Certificate Amendments--Gl&Stock, NorRedeemable Seriet

PREFERRED STOCK

The PKS Board is empowered, without approval ofsieekholders, to cause shares of PKS preferrett stobe issued in one or more series,
with the numbers of shares of each series andaWwens, preferences, rights and limitations of esmtes to be determined by it. Among the
specific matters that may be determined by the BE&d are the rate of dividends, if any; rights srths of conversion or exchange, if any;
the terms of redemption, if any; the amount payabtbe event of any voluntary liquidation, dissan or winding up of the affairs of PKS;
the terms of a sinking or purchase fund, if any.9ddes of PKS preferred stock may have any votgigs or be convertible into shares of
stock having voting rights.

The Diversified Holdings Board is empowered, withapproval of the stockholders, to cause shar&arsified Holdings preferred stock
be issued in one or more series, with the numtfeskares of each series and the powers, preferemngets and limitations of each series to
be determined by it. Among the specific matters thay be determined by the Diversified Holdings Bbare the rate of dividends, if any;
rights and terms of conversion or exchange, if éimg;terms of redemption, if any; the amount pagablthe event of any voluntary
liquidation, dissolution or winding up of the aifsiof Diversified Holdings; the terms of a sinkiogpurchase fund, if any. PKS Holdings
preferred stock may have any voting rights or bevedtible into shares of stock having voting rights

It is anticipated that Diversified Holdings will aptt the Diversified Holdings Rights Plan. Priorriéte, the Diversified Holdings Board will
establish the Rights Plan Preferred Stock, witthsights and privileges as described in "The Gegie Amendments--Diversified Holdings
Rights Plan."

LIMITATION ON DIRECTORS' LIABILITY

The PKS Certificate provides, as authorized by i6ec02(b)(7) of the DGCL, that a director of PK8lwot be personally liable to PKS or
its stockholders for monetary damages for breadtdo€iary duty as a director, except for liabil{fy for any breach of the director's duty of
loyalty to PKS or its stockholders, (i) for actsamissions not in good faith or which involve intenal misconduct or a knowing violation
law, (iii) for unlawful payments of dividends or lawful stock repurchases or redemptions as provid&ection 174 of the DGCL or (iv) for
any transaction from which the director derivedraproper personal benefit.

The Diversified Holdings Certificate will contaidentical provisions with respect to Diversified Hiolgs and its directors.
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CERTAIN PER SHARE INFORMATION

CLASS C DIVIDENDS AND PER SHARE VALUES

The following table sets forth dividends paid om€d C Stock during 1995, 1996 and 1997 and thes @d2er Share Price after each divid

payment.

CLASS C

DIVIDEND PER STOCK

DATE PAID SHARE PRICE ADJUSTE D PRICE
Jan. 5, 1995 .o e $ 0.45 Dec. 31,1994 $ 2555
May 1, 1995. ..o 0.45 May 1, 1995 25.10
Jan. 5,1996.....ccciiiiiiiiiiiieeeeee e 0.60 Dec. 30, 1995 32.40
May 1, 1996.....cccoiiiiiiiiieiieeiieeeeees e 0.60 May 1, 1996 31.80
Jan. 4, 1997 .o e 0.70 Dec. 28, 1996 40.70
May 1, 1997 e s 0.70 May 1, 1997 40.00

CLASS D DIVIDENDS AND PER SHARE VALUES

The following table sets forth dividends paid om€d D Stock during 1995, 1996 and 1997 and thes@d3er Share Price after each divic
payment.

CLASS D
DIVIDEND PER STOCK
DATE PAID SHARE  PRICE ADJUSTE D PRICE
Sep. 30, 1995 ... e $ 19.85 Sep. 30, 1995 $ 40.40
Jan. 5, 1996 0.50 Dec. 30, 1995 49.50
Jan. 4, 1997 0.50 Dec. 28, 1996 54.25

* Spin-off of investment in MFS.
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DESCRIPTION OF CLASS R STOCK

Included in the Initial Certificate Amendments wikk the authorization of 8,500,000 shares of GRa€onvertible Common Stock, par value
$.01 per share. Pursuant to the Class R StockilRitizn, PKS will issue eight-tenths of one shaf€lass R Stock with respect to each share
of Class C Stock outstanding on the record dateetbe

Reference is made to the more detailed provisiéranal such descriptions are qualified in theiiretyt by reference to, the terms of the Ini
Certificate Amendments attached as Appendix Ed,the Diversified Holdings Certificate, a copy dfiieh is attached as Appendix E-Il. The
following discussion relating to Class R Stock, Bi€S Certificate and the Diversified Holdings Clictite gives effect to the Certificate
Amendments.

GENERAL

After giving effect to the Initial Certificate Améments, the PKS Certificate will authorize 641,80, shares of capital stock, of which
8,000,000 shares are Class B Stock, 125,000,008sshee Class C Stock, 500,000,000 shares are @l&ssck (with 10 of such shares
designated as Class D Stock, Non-Redeemable S&3jB6P,000 shares are Class R Stock and 250,@08sshre PKS preferred stock. See
"The Initial Certificate Amendments."

The Diversified Holdings Certificate will authorizd.8,500,000 shares of capital stock of Diversifieddings, of which 500,000,000 shares
are Diversified Holdings Stock (with 10 of such s#sdesignated as Diversified Holdings Stock, Nexléemable Series), 8,500,000 shares
are Class R Stock and 10,000,000 shares are Ciiedrsioldings preferred stock.

Prior to the Effective Time, PKS will effect thea8k R Stock Distribution by declaring a dividenctigiht-tenths of one share of Class R
Stock with respect to each then-outstanding shia@ass C Stock, at which time each eight-tenthenaf share of Class R Stock will attach to
each share of Class C Stock. Each share of Cl&sdk (or fraction thereof) will be convertible anDiversified Holdings Stock as described
below. At the Effective Time, the eight-tenths akoshare of Class R Stock will attach to the sbARKS Holdings Stock which will be
exchanged for such share of Class C Stock, exsaescribed in "The Transaction--Conversion of €fasStock Prior to the Transaction"
above. Certificates representing shares of ClaStBk (or fractions thereof) will not be distribdtentil after the Share Exchange is
consummated. Diversified Holdings will not be regdito issue any fractional shares of Diversifiaddihgs Stock upon the conversion of
Class R Stock, and instead will pay cash in liearof such fractional shares. Diversified Holdingsyrissue fractional shares of Class R
Stock.

A share of Class R Stock (or fraction thereof) wétach from the share of Class C Stock to whichattached only upon the occurrence ¢
the Conversion Condition with respect to such sba@lass R Stock (or fraction thereof), (ii) a Réted Transfer of such share of Class R
Stock (or fraction thereof), or (iii) a mandatopdemption of the Class R Stock. If any holder wir@r to the Share Exchange, had sold or
transferred to PKS shares of Class C Stock to wihietClass R Stock was attached purchases or asqbiass C Stock or PKS Holdings
Stock within one year after Class R Stock Distiitnutall or a portion of the shares of Class R ktegld by such holder may become subject
to restrictions on transfer and conversion.

RANK

After the Share Exchange, the Class R Stock with wespect to dividend distributions and with respto distributions of assets and rights
upon the liquidation, winding up and dissolutiortloé Corporation, rank on a parity with Diversifidldings Stock and junior to Diversified
Holdings, preferred stock.
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DIVIDENDS

Prior to the Share Exchange, no dividends may bkade or paid with respect to Class R Stock. Afitethe Share Exchange and (ii)
dividends have been declared and set aside on iaeysidied Holdings preferred stock having a prefare over the Diversified Holdings
Stock and Class R Stock with respect to the paywiesiich dividends, holders of Class R Stock wilydbe entitled to receive dividends, out
of any assets or funds legally available therdfogn amount per share of Class R Stock as deschidlew.

If and when a Regular Dividend is declared, holdérSlass R Stock will be entitled to receive desidls in an amount which is equal to (i)
Conversion Ratio then in effect multiplied by (e aggregate per share amount of such Regulad@idi declared on the Diversified
Holdings Stock. If and when an Extraordinary Dividds declared, an amount which is equal to (a)abeversion Ratio then in effect
multiplied by (b) one-fourth of (x) the aggregats ghare amount of all cash portions of such Exdiiaary Dividend plus (y) the aggregate
per share amount of all non-cash portions of sudhaBrdinary Dividend (based upon the fair marlate of such non-cash portion of such
dividend at the time such dividend is declaredaid @s determined in good faith by the Diversifi¢aldings Board), in each case as declared
on the Diversified Holdings Stock.

A "Regular Dividend" means any dividend on the D$ifeed Holdings Stock paid in cash in an amousslitan % of the then current Trad
Price of the Diversified Holdings Stock.

An "Extraordinary Dividend" means any dividend de Diversified Holdings Stock (i) paid in propedgher than cash, shares of Diversified
Holdings Stock or securities convertible into oemisable or exchangeable for Diversified Holdiggsck or in a subdivision of the
outstanding shares of Diversified Holdings Stock igclassification or otherwise), or (ii) paid iagh in an amount equal to or exceeding ¢
the Trading Price as of the date of declaratiosuch Extraordinary Dividend.

No dividends may be declared on Class R Stock dhizr Regular Dividends and Extraordinary Divideimmdhe amounts described abo
and such dividends shall be declared and paid sgrieaneously with the declaration and payment efréhated dividend on the Diversified
Holdings Stock.

LIQUIDATION RIGHTS

Prior to the Share Exchange, in the event of amyntary or involuntary liquidation, dissolution winding up of PKS (a "Liquidation™), the
holders of Class R Stock then outstanding willl®entitled to receive any assets or funds of Pik&Bable for distribution to its
stockholders.

In the event of a Liquidation concurrent with olldaving the Share Exchange, holders of Class Ri&tioen outstanding will be entitled to be
paid ratably out of the assets and funds of DifiesiHoldings legally available for distribution ii$ stockholders, after and subject to the
payment in full of all amounts required to be disited to the holders of any Diversified Holdingeferred stock upon Liquidation, an
amount equal to (a) the Conversion Ratio (or if @ogeion Ratio is less than .25, .25, subject ttageadjustments) multiplied by (b) the
aggregate amount of all assets and funds remaavaiable for distribution to holders of Diversifi¢doldings Stock and Class R Stock.

VOTING RIGHTS
Prior to the Share Exchange, except as requirdaviyholders of Class R Stock will not be entitted/ote on any matter.

After the Share Exchange, each issued and outsigstiare of Class R Stock will be entitled to variéy (i) for the election of directors, and
(i) as required by law. On matters on which thédbos of Class R Stock (or fraction thereof) arttled to vote, each issued and outstanding
share of Class R Stock will be entitled to the namif votes equal to the Conversion Ratio (or foacdf the Conversion Ratio),
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such number to be determined as of the recordfdatietermination of shareholders entitled to vatesuch matter. Except as provided by
law, holders of Class R Stock will vote togethethwthe holders of Diversified Holdings Stock asragke class on all matters on which holc
of Class R Stock are entitled to vote.

OPTIONAL CONVERSION

Subject to certain exceptions, each share of ®RaStock may be converted, at the option of the dralldereof (an "Optional Conversion™),
into the number of fully paid and nonassessableeshaf Diversified Holdings Stock equal to the Cersion Ratio (as defined) then in effect.
A particular share of Class R Stock (or fractioardof) may be converted into Diversified Holdingeck only during a Conversion Period,
and only if the Conversion Condition has occurréithwespect to such share of Class R Stock (otifrat¢hereof).

Conversion of shares of Class R Stock, or a sgecgortion thereof, may be effected by deliveriedificates evidencing such shares,
together with proper written notice of conversiom éf required by Diversified Holdings, certificatsurrendered for conversion shall be duly
endorsed and accompanied by documentation satisfactthe Corporation evidencing that the RestddPeriod Termination Date has
occurred with respect to such Class R Stock, tethesipal office of the transfer agent for the €4&R Stock (or if no transfer agent be at the
time appointed, then Diversified Holdings at itspipal office).

CONVERSION PERIODS

If Diversified Holdings Stock is not publicly tradgeach share of Class R Stock (or fraction th@feofwhich the Conversion Condition has
been met may be exercised after December 31, 198@ywbusiness day during the 25-day period eaah(¥tee "Private Conversion Period")
following the annual delivery of a Private ConversRatio Certificate (as defined below) for suchry@rovided, however, that in 2006 such
period will extend through May 15, 2006. If Divdisd Holdings Stock is publicly traded, each shafr€lass R Stock (or fraction thereof) for
which the Conversion Condition has been met magxaecised on any business day during each perwd fine first business day of each
calendar month through and including the sixth hess day thereafter (the "Public Conversion Peyifudibwing a period of 90 days after t
date on which Diversified Holdings Stock first bates publicly traded, subject to extension to up80 days if Diversified Holdings is so
requested by the underwriter of Diversified Holdirifock in connection with an initial underwritteublic offering thereof. For purposes of
the terms of the Class R Stock, Diversified Holdiigiock will be deemed to be "publicly traded't ifilisted on a national securities
exchange or is listed on the Nasdaq National Mask&tasdag SmallCap Market, and has been so listett least 15 business days.

CONVERSION CONDITION

No share of Class R Stock (or fraction thereof) bayonverted if the Conversion Condition with esstfo such share of Class R Stock
fraction thereof) has not yet been met. The Coneer€ondition with respect to a particular shar&tdss R Stock (or fraction thereof) will
deemed to have been met upon the occurrence efttiest of: (i) the repurchase or redemption bysRH#oldings of the share of PKS
Holdings Stock to which such share of Class R S{ocKraction thereof) is attached; (ii) the excharf the share of PKS Holdings Stock to
which such share of Class R Stock (or fractionabgris attached into another class of stock ousees of PKS Holdings intended to be
issued primarily to persons leaving employment kERHoldings; (iii) April 15, 2006; and (iv) the ogrence of a Change of Control (as
defined in the Certificate Amendments) of DivessifiHoldings.
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CONVERSION RATIO

The Conversion Ratio, Conversion Value and Tradfirige used for any purpose, including with respet¢he conversion of Class R Stock,
are as set forth in the most recent certificateigied by Diversified Holdings ("Conversion Ratior@ficate"), subject to certain adjustments;
provided, however, that prior to the delivery of thitial Conversion Ratio Certificate, the ConversRatio will be equal to $25.00 divided
by $82.00, subject to certain adjustments.

The "Conversion Ratio" set forth in a ConversiottiR€ertificate shall be equal to (i) the Conversidalue set forth in such Conversion R
Certificate, divided by (ii) the Trading Price $etth in such Conversion Ratio Certificate.

The Conversion Value set forth in any ConversiotidR@ertificate shall be equal to (i) in the evémit the Trading Price is greater than or
equal to the $82.00 (subject to certain adjustméims'Base Price"), $25.00; and (ii) in the eviwat the Trading Price is less than the Base
Price, an amount equal to $25.00 minus the amoumihich the Base Price exceeds the Trading Pridgest to certain adjustments;
provided, however, that in no event shall the Cosioa Value be less than $15.00. The Base Pricetentdase Conversion Value were
selected as a result of analyses performed by Géead¢at\West in connection with its August 14 opmiwhich analyses determined the fully
diluted potential trading value of Class D Stock ifere listed on an exchange and the differemtesden such value and the estimated Class
D Price Per Share at June 30, 1997. See "The Ta@msaOpinion of Financial Advisor."

The terms used to calculate the Conversion Ratialaa Conversion Value are subject to adjustmedéeunertain circumstances. See "--
Certain Adjustments."

CONVERSION RATIO IF NOT PUBLICLY TRADED. Beginningith the fiscal year of Diversified Holdings endBdcember 25, 1999,
and for each fiscal year thereafter, if, at the ehsuch fiscal year, the Diversified Holdings $ta& not publicly traded, Diversified Holdings
is required, before the February 28 immediateliofoing the end of such fiscal year, to provideeéah office designated for conversion of
Class R Stock, a certificate setting forth the Gaeion Ratio, Conversion Value and Trading Pricefahe close of business of the last
business day of such fiscal year (a "Private CaiwarRatio Certificate™). The "Trading Price" setth in a Private Conversion Ratio
Certificate will be the Appraised Value (as defirledow) set forth in the most recent AppraisaldeBned below) delivered to Diversified
Holdings.

Prior to the delivery of each Private Conversiotid&@ertificate, Diversified Holdings will cause be conducted an appraisal (an
"Appraisal") of the per share value of the DivaesifHoldings Stock as of the last day of the figer to which such Private Conversion
Ratio Certificate relates by an investment bankaifonal reputation selected by the Diversifieddiiads Board. This investment bank will
determine the per share value of the DiversifietHiigs Stock as if the Diversified Holdings Stocksypublicly traded and then submit the
per share value to the Diversified Holdings Boandifs approval. The value per share of the DiViediHoldings Stock set forth in the
Appraisal as approved by the Diversified HoldingsRl will be the "Appraised Value." In determinitig Appraised Value, this investment
bank will place substantial, but not exclusive, éags on valuations of comparable companies iptidic equity markets, and will not take
into account factors (such as control premiums onitipn discounts or illiquidity discounts) that walhot generally apply to such companies.

Promptly after such Private Conversion Ratio Ciedit is made available, Diversified Holdings w#luse to be mailed to each registered
holder of Class R Stock a copy of such Private @esien Ratio Certificate.

CONVERSION RATIO IF PUBLICLY TRADED. During any pid in which the Diversified Holdings Stock is Pighy} Traded, Diversified
Holdings is required, on the last business dayachecalendar month, to provide, to each officegiestied for conversion of Class R Stock, a
certificate setting forth the Conversion Ratio, @enrsion Value and Trading Price as of the closkeusiness of the last business day of such
month (a "Public Conversion Ratio Certificate").
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The "Trading Price" set forth in a Public Conversi®atio Certificate will be the arithmetic meartloé daily Mean Reported Prices (as
defined) of Diversified Holdings Stock for the 4% business days of the calendar month prioreéaltiie of such Public Conversion Ratio
Certificate. "Mean Reported Price" of DiversifiedlHings Stock is the arithmetic mean between tgbdst reported asked price and the
lowest reported bid price for Diversified Holdin§#ock, as reported on the Composite Quotation 8ysta the principal national securities
exchange on which it is listed or admitted to tngglior as reported by the Nasdaq National Markétasdaq SmallCap Market, as
appropriate. Adjustments will be made in such dateen if, during any period being used to calcelatich Trading Price, any of the terms
used in such calculation are required to be adjustesuant to the Diversified Holdings CertificaSee "-- Certain Adjustments.”

CERTAIN ADJUSTMENTS

The Base Price and certain other terms used tolesdcthe Conversion Ratio are subject to adjustmpon the issuance by Diversified
Holdings of any dividend or distribution to holdefsits capital stock (including Diversified Holdja Stock) in shares of Diversified Holdings
Stock, or any subdivision, combination or reclasatfon of the Diversified Holdings Stock, as wadl upon the occurrence of certain other
events.

If any capital reorganization or reclassificatidrttoe capital stock of Diversified Holdings, or cmidation or merger of Diversified Holdings
with another corporation, or share exchange inwnglthe outstanding shares of Diversified Holdirglpital stock or the sale of all or
substantially all of its assets to another corponashall be effected in such a way that holde®igérsified Holdings Stock shall be entitled
to receive stock, securities, cash or other prgpeith respect to or in exchange for Diversifiedltiogs Stock, then, as a condition of such
reorganization, reclassification, consolidationygeg, share exchange or sale, lawful and adequatéspn will be made whereby the hold:
of the Class R Stock shall have the right to aegaird receive upon conversion of the Class R Stftdr and subject to the rights of holders
of preferred stock, if any), such shares of steelkurities, cash or other property issuable orlgay@s part of the reorganization,
reclassification, consolidation, merger, share arge or sale) with respect to or in exchange foh suumber of outstanding shares of
Diversified Holdings Stock as would have been nesgtiupon conversion of the Class R Stock at thev&wipn Ratio then in effect.

CONVERSION AT THE OPTION OF DIVERSIFIED HOLDINGS

In the event that the Diversified Holdings Boardedmines that Diversified Holdings (i) take anyiaatwhich would require a vote of the
Class R Stock as a separate class, or (ii) pay#aadtdinary Dividend, Diversified Holdings mayits option, elect to cause all, but not less
than all, shares of Class R Stock (or fractionsetb® to be converted into Diversified Holdings &tat the Conversion Ratio then in effect;
provided, however, that if the Conversion Ratiotheeffect was calculated using a Conversion Valiess than $25.00, such Conversion
Ratio shall be recalculated using a Conversion &alu$25.00. Upon such election by Diversified Hiog$, the Conversion Condition shall
deemed to have occurred with respect to all stafr€$ass R Stock. If Diversified Holdings electsceuse such a conversion of Class R S
Diversified Holdings is required to send to thedssk of the Class R Stock at least 10 days prigtemrnotice of the date when such
conversion will take place, and the Conversion &rtterefor.

MANDATORY CONVERSION

Each share of Class R Stock outstanding as of ApriR010 (the "Mandatory Conversion Date") willi@matically, and without further
action by or on behalf of Diversified Holdings, Brgified Holdings' transfer agent or the holdeswth share of Class R Stock (or fraction
thereof), be converted (a "Mandatory Conversiont) shares of Diversified Holdings Stock at the @asion Ratio then in effect as of such
Mandatory Conversion Date. Diversified Holdingsegquired to send to the holders of the
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Class R Stock written notice of the Conversion ®R#terefor at least 10 days prior to such Manda@ogversion Date.
RESTRICTIONS ON TRANSFER

No share of Class R Stock (or fraction thereof) rbayransferred prior to the Share Exchange ottar pursuant to a mandatory redempt
Following the Share Exchange and prior to the flest on which the Conversion Condition has been(thet"'Restricted Period Termination
Date"), such share of Class R Stock (or fracti@rebf) may only be transferred pursuant to a Pe&schitransfer or an Attached Transfer;
provided that such transfer of such share of PKEBliHgs Stock is permitted by the PKS Holdings Giedie. After the occurrence of (i) the
Share Exchange and (ii) the Restricted Period Treatitin Date with respect to a particular shareleb€R Stock (or fraction thereof), such
share of Class R Stock (or fraction thereof) wdlfbeely transferable.

MANDATORY REDEMPTION

If the Share Exchange has not occurred by the cbbasiness on October 15, 1998 (subject to eidaris/ the PKS Board) (the "Mandatory
Redemption Date"), Diversified Holdings will redeéta the extent funds are legally available themefall outstanding Class R Stock for a
per share price equal to the par value for sucteshaf Class R Stock (or fractions thereof) (sutioent is hereinafter referred to as the
"Redemption Price"). Such Redemption Price shappdid to each holder of Class R Stock as of theddtory Redemption Date. If
Diversified Holdings is unable at such date to esdall shares of Class R Stock because funds ategailly available therefor, then
Diversified Holdings will redeem such shares assihereafter as funds are legally available forrddemption of such shares.

LISTING

PKS does not anticipate that Class R Stock wiligied on a stock exchange or market upon the oecoe of the Class R Stock Distribution
or thereafter. Prior to the Class R Stock Distilmutthe Class R Stock will be registered underfkehange Act.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT OF
PKS, PKS HOLDINGS AND DIVERSIFIED HOLDINGS

PKS (BEFORE THE TRANSACTION)

The following table sets forth certain informatiaith respect to the beneficial ownership of ClasStGck and Class D Stock as of October 1,
1997 by PKS' directors and executive officers (iitlially and as a group), and each person knowRHKfy to beneficially own more than 5%
of the outstanding Class C Stock or Class D Stock.

NUMBER OF SHARES PERCENT OF CLASS C NUMBER OF SHARES OF PERCENT OF
NAME OF CLASS C STOCK STOCK CLASS D STOCK CLASS D STOCK

Walter Scott, Jr.(1) 250 ,000 2.5% 3,409,609 12.8%
William L. Grewcock(2)... 2 ,048 * 1,117,291 4.2
Kenneth E. Stinson(3).................. 639 ,988 6.3 32,216 *
Richard Geary(4).......cccceeeevveenns 533 , 768 5.3 57,252 *
George B. Toll, Ir.....ccocvveennnnen, 401 ,883 4.0 87,711 *
Richard W. Colf..........ccccecuveene 398 ,217 3.9 72,282 *
Tait P. Johnson(5)......cccccceveenne 190 ,363 1.9 38,616 *
Bruce E. Grewcock(6) 194 ,561 1.9 77,987 *
Richard R. Jaros(7)........ 29 ,344 * 322,328 1.2
James Q. Crowe............. - - 1,134,369 4.3
Robert B. Daugherty.........c..c....... - - 19,000 *
Charles M. Harper...........cccceeune. - - 19,000 *
Peter Kiewit, Jr...........evvvvvennnee - - 10,000 *
Allan K. Kirkwood..................... 272 ,959 2.7 61,991 *
Directors and Executive Officers as a

GroUP...vveeeiiie e 2,913 ,131 28.8 6,459,652 24.3
Donald L. Sturm(8)........c.ccceuvue... - - 1,822,375 6.9

* Less than 1%
(1) Includes 16,275 shares of Class D Stock owryeal tharitable foundation, of which Mr. Scott shsaveting and investment powers.

(2) Includes 35,213 shares of Class D Stock he&ldharitable foundation, of which Mr. William Greweck shares voting and investment
powers.

(3) Includes 3,572 shares of Class C Stock issugie conversion of 1992 Series Convertible Delyestan November 1, 1997.

(4) Includes 2,378 shares of Class D Stock he#ldtiust, for which Mr. Geary is the trustee witteseoting and investment powers, and
18,514 shares of Class D Stock held in trustswiich Mr. Geary as a co-trustee shares voting anelstment powers.

(5) Includes 1,429 shares of Class C Stock issugie conversion of 1992 Series Convertible Delrestan November 1, 1997.

(6) Includes 1,786 shares of Class C Stock issugie conversion of 1992 Series Convertible Delrestan November 1, 1997, 25,716
shares of Class D Stock held in a trust, for wiithBruce Grewcock as a co-trustee shares votigigrarestment powers, and 24 shares of
Class D Stock held in trusts, for which as thettadie has sole voting and investment powers.

(7) Includes 3,572 shares of Class C Stock issugi@ conversion of 1992 Series Convertible Delrestan November 1, 1997, 1200 sh:
of Class D Stock owned by Mr. Jaros' children wieorainors, and 200,000 shares of Class D Stockldswnder immediately exercisable
options. See "Certain Relationships and Relatedsaetions."

(8) Mr. Sturm's business address is 3033 East &irshue, Denver, Colorado 80206. Table includes&®& shares held in trust and a family
limited partnership over which Mr. Sturm has sading and investment powers.
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PKS HOLDINGS

The following table sets forth certain informatieith respect to the expected beneficial ownershipks Holdings Stock immediately after
consummation of the Transaction, by the person®ntly anticipated to be executive officers or diogs of PKS Holdings or beneficial
owners of more than 5% of the outstanding PKS HhgjgliStock immediately after consummation of thenSaation.

P ERCENT OF
NUMBER OF SHARES PKS HOL DINGS STOCK(2)
PKS HOLDINGS =~ ---------- e
NAME STOCK(1) SCENARIO 1 SCENARIO 2
Walter SCott, Jr......uvvvveverieeirienrieirennnens 250,000 2. 8% 3.3%
Kenneth E. StinSoN.............oocvvvvvvevvveennnns 692,742 7. 7 9.2
Richard Geary........cccocoevviiveiiiiccinnn 538,335 6. 0 7.2
Bruce E. GrewcocK...........ccooovvevviiiiininnnn. 205,334 2. 3 2.7
George B. Toll, Iru.ecevveeviiieciicci, 407,809 4, 5 5.4
Richard W. Colf...........ccccvvvvneee 408,990 4, 5 5.4
Tait P. Johnson............ccceeeee. 195,772 2. 2 2.6
Allan K. Kirkwood.............c.ccceevvevvvvvennnns 281,916 3. 1 3.7
Thomas C. Stortz.........ccccevvevvevvveevvennnnns 146,153 1. 6 1.9
William L. GrewcocK............ccceevvvvevvvvennns 2,048 * *
James Q. CrOWe.........cuveeeieiiiiiiiieeeeeans -- -- --
Peter KieWit, Jr......veeeiiiiiieeiieeeeeeennn,
Directors and Executive Officers
AS A GrOUP.ccviiiiieee it e 3,129,099 34. 7 41.6

* | ess than 1%.

(1) Based on the beneficial ownership of PKS s#éiesrby such persons as of October 1, 1997. Asstimési) none of the shares of Class C
Stock held by any of the persons listed in theetéblkonverted into Class D Stock during the 198mv@rsion Period and (ii) any outstanding
Debentures and PKS Series 1992 Class C ConveD#entures held by any of such persons are conligttie shares of Class C Stock prior
to the record date for the Warrant Distribution.

(2) Calculated assuming that 1,500,000 shares &siceh) and 3,000,000 shares (Scenario 2) of @laSsock are converted into Class D
Stock during the 1997 Conversion Period.
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DIVERSIFIED HOLDINGS

The following table sets forth certain informatieith respect to the expected beneficial ownershipigersified Holdings Stock immediately
after consummation of the Transaction by the persoimrently anticipated to be executive officerglioectors of Diversified Holdings or
beneficial owners of more than 5% of the outstagdiversified Holdings Stock immediately after camamation of the Transaction.

PERCE NT OF SHARES
OF DIVER SIFIED HOLDINGS

NUMBER OF SHARES STOCK(2)

OF DIVERSIFIED = ---------- e
NAME HOLDINGS STOCK(1) SCENARIO 1 SCENARIO 2
Walter Scott, Ir.(3)....ccceeerveeiiieeninnnnn. 3,409,609 12. 1% 11.6%
James Q. CrOWe........uuvvvvvvvvuverinniinninnnenns 1,134,369 4, 0 3.9
R. Douglas Bradbury..........ccccceevvveeiineennns 255,519 * *
William L. GrewcocCK(4)......ccoovvvevrreernineen. 1,117,291 4, 0 3.8
Richard R. Jaros(5)......ccccovveiiiveeniiiennnns 322,328 1. 1 1.1
Robert E. Julian............ 403,908 1. 4 1.4
Kenneth E. StinsSon..........ccccevvvvvvvvvvvennnns 32,216 * *
Robert B. Daugherty.........ccccccveeeiiveennnns 19,000 * *
Charles M. Harper.......cccccoovvveviiiieennnes 19,000 * *
David C. McCourt..... T 10,000 * *
Michael B. Yanney........ccccovevvevivneeniennen, 10,000 * *
Directors and Executive Officers as a Group........ 6,733,240 23. 9 23.0
Donald L. Sturm(6)........cccveevvveeiieieennnns 1,822,375 6. 5 6.2

* | ess than 1%.

(1) Based on the beneficial ownership of PKS s#éiesrby such persons as of October 1, 1997. Asstimésione of the shares of Class C
Stock held by any of the persons listed in theetabkonverted into Class D Stock during the 198@w@rsion Period.

(2) Calculated assuming that 1,500,000 shares &siceh) and 3,000,000 shares (Scenario 2) of @laSsock are converted into Class D
Stock during the 1997 Conversion Period.

(3) Includes 16,275 shares of Class D Stock owyeal ¢tharitable foundation, of which Mr. Scott slsaveting and investment powers.

(4) Includes 35,213 shares of Class D Stock hetddharitable foundation, of which Mr. William Greack shares voting and investment
powers.

(5) Includes 1,200 shares of Class D Stock owneRllibylaros' children who are minors and 200,000eshaf Class D Stock issuable under
immediately exercisable options. See "Certain R@iahips and Related Transactions."

(6) Mr. Sturm's business address is 3033 East &ishue, Denver, Colorado 80206. Table includes&®& shares held in trust and a family
limited partnership over which Mr. Sturm has saiirng and investment powers.

102



LEGAL MATTERS

The validity of the shares of PKS Holdings Stockéodistributed in the Share Exchange and of theeshof Class R Stock and the shares of
Diversified Holdings Stock issuable upon convergésuch Class R Stock will be passed upon by \iéilkarr & Gallagher. Certain matters
relating to U.S. federal income tax consideratiniisbe passed upon by Skadden, Arps, Slate, Maaghdom, L.L.P.

EXPERTS

The consolidated financial statements and finarstatement schedule of PKS included in PKS' AnRegort on Form 10-K for the fiscal
year ended December 28, 1996 and incorporatedféserece herein and the financial statements arashfiial statement schedule of
Construction Group, a business group of PKS asidéfin Note 1 to those financial statements, inetbich Exhibit 99.A to PKS' Annual
Report on Form 10-K for the fiscal year ended Ddoen28, 1996 and included herein, have been incatgd and included herein in reliance
on the reports of Coopers & Lybrand L.L.P., indegit accountants, given on the authority of that fis experts in accounting and audit
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have audited the financial statements and ttanéiial statement schedule of Kiewit ConstructioM#ing Group, a business group of
Peter Kiewit Sons', Inc. (as defined in Note 1hesk financial statements) as listed in the indethe preceding page. These financial
statements and financial statement schedule aresipensibility of the Company's management. Ospaasibility is to express an opinion
these financial statements and financial stateisehedule based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referdlbove, when read in conjunction with the constdid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, immalterial respects, the financial position of Kie@onstruction & Mining Group as of
December 28, 1996 and December 30, 1995, and sh#s®f its operations and its cash flows for eafctine three years in the period ended
December 28, 1996 in conformity with generally gted accounting principles. In addition, in ourrdph, the financial statement schedule
referred to above, when considered in relatioméotiasic financial statements taken as a wholegepts fairly, in all material respects, the
information required to be included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997, except for Note 15, as to whichdate is March 26, 1997.
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KIEWIT CONSTRUCTION & MINING GROUP

STATEMENTS OF EARNINGS

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995

(DOLLARS IN MILLI
EXCEPT PER SHARE D

REVENUE.....i i e $ 2,286 $ 2,330
COSt Of REVENUE....ccoiiiiiiiiiiicecccs e (2,064) (2,127)
222 203
General and Administrative EXPENSES.....cccccceeeee s (117) (116)
Operating EarningsS.....coocovveeeviineenniceees e 105 87
Other Income (Expense):
INVeStMeNt INCOME.......cccvvevviiiiiieicees e 21 17
Interest Expense (4) (2)
Other, Net.......cccooiiiiiiiiececieen 58 62
75 77
Earnings Before INCOME TaXeS....ccccevvceveeeeees e 180 164
Provision for INCOME TaXeS......ccoocvvevvvcccs e (72) (60)
Net EArniNgS....ccovvvvieeiiiieiieevieeeeee e $ 108 $ 104
Net Earnings Per Common and Common Equivalent Share ~ .....eeeeenen. $ 1013 $ 7.78

See accompanying notes to financial statements.

F-3



KIEWIT CONSTRUCTION & MINING GROUP
BALANCE SHEETS

DECEMBER 28, 1996 AND DECEMBER 30, 1995

Current Assets:
Cash and cash equivalents
Marketable securities..............ccccveerinne
Receivables, less allowance of $17 and $10.......
Costs and earnings in excess of billings on uncom
Investment in construction joint ventures........
Deferred income taxes....

ASSETS

Total CUIMTENt ASSELS....ccuviiiiiiiiieeeies e 7
Property, Plant and Equipment, at cost:

Land.....coooiiiiiiie e

Buildings...

Equipment 5

5

Less accumulated depreciation and amortization... e 4
Net Property, Plant and EQUIPMENt........ccccceee. e 1
Other ASSEIS...cciviiiieiicicceeeeeeeeeee e 1

$ 1,0

LIABILITIES
Current Liabilities:
Accounts payable, including retainage of $33 and
Short-term borrowings.........ccccceveveeeeeennn.
Current portion of long-term debt................
Accrued construction costs and billings in excess
Accrued insurance CoStS..........ccoveeeriuvnnen.

Total Current Liabilities............ccccceeeunnee

Long-term Debt, less current portion...............

Other Liabilities...........occooveirciieeennnns

Stockholders' Equity (Redeemable Common Stock, $456
11,006,641 shares outstanding in 1996 and 10,880,

million aggregate redemption value):
369 shares outstanding in 1995

COomMmMON EQUILY......uvveeeeiiiieeeeeiiieee e 5
Foreign currency adjustment
Unrealized holding (loss) gain...................
Total Stockholders' EQUILY......ccccvvvvieennees e 5
$ 1,0

See accompanying notes to financial statements.
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LLARS IN
LLIONS)
738% 94
54 59
89 319
80 78
91 73
64 61
13 13
64 697
15 16
37 38
42 528
94 582
29)  (421)
65 161
07 119
36 $ 977
64 $ 180

45

2
12 111
81 79
33 32
90 449
12 9
72 52
68 471
(%) (%)
(1) 1
62 467
36 $ 977



KIEWIT CONSTRUCTION & MINING GROUP
STATEMENTS OF CASH FLOWS

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995 1994
(DOLLAR S IN MILLIONS)
Cash flows from operations:
NEt BAIMINGS..eeviieiiiiiieiiese e e $ 108 $ 104 $ 77
Adjustments to reconcile net earnings to net cash provided by operations:
Depreciation and amortization.........cccceee.. L 61 56 52
Gain on sale of property, plant and equipment a nd other investments................. a7) (33) (11)
Equity earnings, Net........c.cccccveeenneen. (8) 3) )
Change in other noncurrent liabilities......... 18 6 5
Deferred income taxes (6) - 3)
Change in working capital items:
RECEIVADIES.....oviociiiiciiiiieeeeies s 37 - (25)
Costs and earnings in excess of billings on u ncompleted construction contracts.... (1) 23 (26)
Investment in construction joint ventures.... . (18) 4) 12
Other current assets..........ccceeeevveene 2 3) (5)
Accounts payable.............ccccoviiennns (18) 3 19
Accrued construction costs and billings in ex cess of revenue on uncompleted
CONEractS......ccoevvveeiiiiie i 5 19
Other liabilities 4 ?3)
Other....ccoiieiiiiiieceee e (6) 17)
Net cash provided by operations.................... 152 92
Cash flows from investing activities:
Proceeds from sales and maturities of marketable 82 176
Purchases of marketable securities............... (42) (151)
Proceeds from sale of property, plant and equipme 1 26
Capital expenditures............cccveeeveeenns (79) (76)
APAC-Arizona, Inc. acquisition................... - 47)
Sale of note receivable and other................ 2) 1)
Net cash used in investing activities.............. (26)$ (73)
Cash flows from financing activities:
Long-term debt borrowings.... 3$ 2
Short-term debt borrowings, net.................. 45 -
Payments on long-term debt, including current por 4) 4)
Issuances of common stock.............c.ecue.n. 24 20
Repurchases of common stock...................... 3) (11)
Dividends paid...........ccceevivveennniennnns (13) (13)
Exchange of Class C Stock for Class D Stock, net. (155) (42)
Other......ccooviiiiees - 1
Net cash used in financing activities............. . (54) (103) 47)
Effect of exchange rates 0N Cash........ccccceeee e - 1 1)
Net change in cash and cash equivalents............. 79 24 (29)
Cash and cash equivalents at beginning of year..... 94 70 99
Cash and cash equivalents at end of year........... $ 173 $

Supplemental disclosures of cash flow information:

TAXES. .ot e $ 788% 69 $ 49

INEEreSt...ciiiiiiiiic e e 2 2 2
Noncash investing activity:

Disposition of gold operations in exchange for Ki nross common stock, net.............. $-- $ 21 $ --

See accompanying notes to financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

(DOLLARS |

EXCEPT PER
Common equity:

Balance at beginning of year
Issuances of stock........
Repurchases of stock
Exchange of Class C Stock for Class D Stock, net.
Net earnings........c.ccvevveeeeinnecrnenenn
Dividends (per share: $1.30 in 1996, $1.05 in 199

Balance at end of year..........ccccceeeeiiieens
Other equity adjustments:
Balance at beginning of year

....................... 4)
Foreign currency adjustment.... -
Unrealized holding (loss) gain................... 2)

Balance at end Of Year......cccovveviicceeees e (6)

Total stockholders' @qUItY......ccccccevveeceees e $ 562 %

95 1994
N MILLIONS,
SHARE DATA)
513 $ 483
24 20
(3) (11)
(155)  (42)
104 77
(12)  (14)
4711 513
(8) (3)
2 (4)
2 @
(4) (8)
467 $ 505

(a) Dividends include $.70, $.60, and $.45 for diérids declared in 1996, 1995 and 1994 but paidrinaly of the subsequent year.

See accompanying notes to financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS
(1) BASIS OF PRESENTATION

The Class C Stock and the Class D Stock are destpngrovide stockholders with separate secungélecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction and maksrbusinesses ("Construction & Mining Group") aisdother businesses ("Diversified
Group"), respectively. Dividends on the Class CcBtare limited to the legally available funds of less the Class D formula value whicl
to be reduced by any dividends on Class D Stocladst during the current year. Subject to thistitidn, the Board of Directors intends to
declare and pay dividends on the Class C Stocldigars@arily on the Construction & Mining Group'spseately reported financial condition
and results of operations.

The financial statements of the Construction & MmiGroup include the financial position, result®pérations and cash flows for PKS'
construction and materials businesses held byhtdlyvowned subsidiary, Kiewit Construction Grougl, and certain PKS corporate assets
and liabilities and related transactions. Thesarfiaial statements have been prepared using ttaibédtamounts included in the PKS
consolidated financial statements.

Although the financial statements of PKS' Constauc& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrdup, legal title to such assets and responsilidr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €£@sStock are stockholders of PKS. Accordingly, Bi&S consolidated financial statements
and related notes should be read in conjunctioh thigse financial statements.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF GROUP PRESENTATION

These financial statements include the accountiseo€onstruction & Mining Group ("the Group"). TBeoup's and Diversified Group's
financial statements, taken together, compristhalliccounts included in the PKS consolidated firmrstatements. All significant
intercompany accounts and transactions, excepe tthiosctly between the Group and the Diversifiedupr, have been eliminated.
Investments in construction joint ventures and oteenpanies in which the Group exercises signifidaffuence over operating and financial
policies are accounted for by the equity methodk Ginoup accounts for its share of the operatioriketonstruction joint ventures on a pro
rata basis in the statements of earnings.

The Group invests in the portfolios of the KiewitiMal Fund, ("KMF"), a registered investment compafMF is not consolidated in the
Group's financial statements.

CONSTRUCTION CONTRACTS

The Group operates generally within the Unitede3taind Canada as a general contractor and engaggsaus types of construction proje
for both public and private owners. Credit riskrigiimal with public (government) owners since th@@ ascertains that funds have been
appropriated by the governmental project ownerrgda@commencing work on public projects. Most paldontracts are subject to termination
at the election of the government. In the everieohination, the Group is entitled to receive tbatecact price on completed work and
reimbursement of termination related costs. Crgshtwith private owners is minimized because atibry mechanics liens, which give the
Group high priority in the event of lien foreclosarfollowing financial difficulties of private owne
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) The construction industry is highly compie® and lacks
firms with dominant market power. A substantialtpor of the Group's business involves constructiontracts obtained through competitive
bidding. The volume and profitability of the Grosigonstruction work depends to a significant extgrun the general state of the economies
in which it operates and the volume of work avdéaio contractors. The Group's construction openaticould be adversely affected by labor
stoppages or shortages, adverse weather conditibogages of supplies, or governmental action.

The Group recognizes revenue on long-term construcbntracts and joint ventures on the percentdgmmpletion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recoagghbn uncompleted contracts when they
become known. Claims for additional revenue areggized in the period when allowed. It is at leastsonably possible that engineering
estimates of the work performed on individual caats will be revised in the near term.

Assets and liabilities arising from constructiotivties, the operating cycle of which extends oseveral years, are classified as current i
financial statements. A one-year time period igusethe basis for classification of all other eatrassets and liabilities.

DEPRECIATION AND AMORTIZATION
Property, plant and equipment are recorded at Begireciation and amortization are computed onlacated and straight-line methods.
FOREIGN CURRENCIES

The local currencies of foreign subsidiaries ageftmctional currencies for financial reporting poses. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revand expenses are translated using average gechates prevailing during the year.
Gains or losses resulting from currency translagianrecorded as adjustments to stockholders'yequit

EARNINGS PER SHARE

Primary earnings per share of Class C Stock hage bemputed using the weighted average numberaséstoutstanding during each year.
The number of shares used in computing primaryiegsrper share was 10,655,886 in 1996, 13,384/43995 and 15,697,724 in 1994.
Fully diluted earnings per share have not beereptesl because they are not significantly diffefearh primary earnings per share.

INCOME TAXES

Deferred income taxes are provided for the tempyaddferences between the financial reporting basid tax basis of the Group's assets and
liabilities using enacted tax rates in effect foe yyear in which the differences are expectedverse.

USE OF ESTIMATES

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) reported amounts of revenues and expengesgithe
reporting period. Actual results could differ frahose estimates.

RECLASSIFICATIONS

Where appropriate, items within the financial staats and notes thereto have been reclassifiedgremous years to conform to current
year presentatior

FISCAL YEAR

The Group's fiscal year ends on the last Satund@ecember. There were 52 weeks in fiscal year$ 89@ 1995 and 53 weeks in fiscal
1994,

(3) CORPORATE ACTIVITIES

FINANCIAL STRUCTURE

PKS, in addition to specifically attributable itenmsis corporate assets, liabilities and relatednmeand expense which are not separately

identified with the ongoing operations of the Grauphe Diversified Group. The items attributatdehe Group and the Group's 50% portion
of PKS are as follows:

1996 1995
(D OLLARS IN MILLIONS)
Cash and cash equivalents . . $ 8 $ 4
Marketable securities..................... 5 10
Property, plant and equipment, net................. 5 5
Other assets........ccocuvevvennenne 1 2
Total ASSEtS......cevververieniieeiieseees $ 19 $ 21
ACCOUNES PAYADIE.....cocvvciiiiiciieeceeecs s $ 8 $ 8
Long-term debt, including current portion.......... . 12 11
Total LIabilitieS. .cccoiiiiiiiiieeeeeees e $ 20 $ 19
1996 1995 1994
Net inVeStMeNt INCOME......cccvviiiiiiieiciieee e $-- 3 - $ 6
Other EXPENSE....oivviiiiiiiiiiiieee e 1)

CORPORATE GENERAL AND ADMINISTRATIVE COSTS

A portion of PKS' corporate general and administeatosts has been allocated to the Group baseu egrtain measures of business activity,
such as employment, investments and sales, whiclageanent believes to be reasonable. The allocatiers $1 million in 1996 and 1995
and $21 million in 1994. Due to a realignment @& torporate overhead departments at the beginhibg@3, substantially all of the
administrative functions and personnel previoudilycated to the Group are now located at the Group.

F-9



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(3) CORPORATE ACTIVITIES (CONTINUED) INCOME TAXES

All domestic members of the PKS affiliated group arcluded in the consolidated U.S. income taxrrefiled by PKS as allowed by the
Internal Revenue Code. Accordingly, the provisioniicome taxes and the related payments or refohtdsc are determined on a
consolidated basis.

The financial statement provision and actual cagtpayments have been reflected in the Group'stenBiversified Group's financial
statements in accordance with PKS' tax allocatwity for such groups. In general, such policy pdes that the consolidated tax provision
and related cash flows and balance sheet amountdlacated between the Group and the Diversifiemu@, for group financial statement
purposes, based principally upon the financial ineptaxable income, credits, preferences and atineunts directly related to the respective
groups. The provision for estimated United Statesine taxes for the Group does not differ matgriatim that which would have been
determined on a separate return basis.

(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS
The following methods and assumptions were usetermine classification and fair values of finah@nstruments:
CASH AND CASH EQUIVALENTS

Cash equivalents generally consist of funds invkstehe Kiewit Mutual Fund-Money Market Portfolamd highly liquid instruments
purchased with an original maturity of three mondh¢ess. The securities are stated at cost, wapginoximates fair value.

MARKETABLE SECURITIES AND NON-CURRENT INVESTMENTS

The Group has classified all marketable securéies marketable non-current investments not accduntaunder the equity method as
available-for-sale. The amortized cost of the séesrused in computing unrealized and realizedgyand losses is determined by specific
identification. Fair values are estimated basedumwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamagonent of stockholders' equity, net of tax.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) The following summarizes the amized
cost, unrealized holding gains and losses, anthat#d fair values of marketable securities and gtalite non-current investments at
December 28, 1996 and December 30, 1995.

UNREALIZED U NREALIZED
AMORTIZED HOLDING HOLDING FAIR
COST GAINS LOSSES VALUE
(DOLLARS IN MI LLIONS)
1996
Kiewit Mutual Fund:
Short-term government........ccceevvevvceeeecs v $ 22 % $ - $ 22
Intermediate term bond........cccccovvvveeeeeee. 10 - - 10
TaX XEMPL.cci i s 9 -- -- 9
U.S.debtsecurities.......cccoovvvvvceenceeces e 13 - - 13
$ 54 $ - $ $ 54
Non-current investments:
Equity SECUNtIES....ccvvviiiiiieiiccieeees e $ 30 $ - $ (2 $ 28
1995
Kiewit Mutual Fund:
Short-term government....

Intermediate term bond........cccccovvvvveneeees 13 1 14
TaX XEMPL.cciicciiiiieeeeee e 8 1 -- 9
U.S. debt securities.......ccccovvvvvcveenceceees e 13 - -- 13
Municipal debt securities........ccccccevveeeeees 1 - - 1
$ 57 % 2 $ $ 59
Non-current investments:

EQUity SECUMLIES....ccvevveirieciicicieceeee e, $ 30 $ - $ - $ 30

For debt securities, amortized costs do not vagiicantly from principal amounts. Realized gaaml losses on sales of marketable
securities were each less than $1 million in 198 2996, and $1 million and $2 million in 1994.

The contractual maturities of the debt securitiesas follows:

AMORTIZED COS T FAIR VALUE
U.S. debt securities:
1€SS thaN 1 YEAI....ccicvieiieiiievieeceeee e $ 2 $ 2
1-5 YRS ciiceiiieceeeeeeeeceeeeeeeee s 11 11
$ 13 $ 13

Maturities for the mutual fund and equity secusti@ve not been presented as they do not havela siaturity date.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) LONG-TERM DEBT

The fair value of debt was estimated using theeimemtal borrowing rates of the Group for debt ef¢ame remaining maturities and
approximates the carrying amount.

(5) RETAINAGE ON CONSTRUCTION CONTRACTS

Receivables at December 28, 1996 and Decembe996, iticlude approximately $86 million and $50 moifliof retainage on uncompleted
projects, the majority of which is expected to bélected within one year. Included in the retainag®unts are $53 million and $61 million
of securities which are being held by the ownergasfous construction projects in lieu of retainagleese securities are carried at fair value
which is determined based on quoted market primethé securities on hand or for similar investraeNtet unrealized holding gains and
losses, if any, are reported as a separate compohstockholders' equity, net of tax.

(6) INVESTMENT IN CONSTRUCTION JOINT VENTURES

The Group has entered into a number of construgion venture arrangements. Under these arrangesmi€one venturer is financially
unable to bear its share of the costs, the othsuvers will be required to pay those costs.

Summary joint venture financial information follows

FINANCIAL POSI TION 1996 1995
(DOL LARS IN
MIL LIONS)
Total Joint Ventures
CUIMENE @SSELS..coiiieiiiiiiiieiieeeeeeeee e $ 43 5% 655
Other assets (principally construction equipment) L 4 7 52
48 2 707
CUITeNt IabIlItIES. ... ——————— (34 7) (584)
NEE ASSELS.ccciiiiiiiiiie e e $ 13 5% 123

Group's Share
EQUIitYy iN NEL ASSELS....coviiiiiiiiieeeces s $ 7 3% 67
Receivable from JOINt VENTUIES............ccceee e 1

Investment in construction joint ventures
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(6) INVESTMENT IN CONSTRUCTION JOINT VENTURES (CONNUED)

OPERATIONS 1996 1995 1994
(DOLLARS IN MIL LIONS)
Total Joint Ventures
REVENUE....cviiiieiieesc e e $ 1,370 $ 1,211 $ 1,034
COSES ittt s 1,201 1,108 937
Operating INCOME.......ccocvvevvieeviieeeices e $ 169 $ 103 $ 97
Group's Share
REVENUE. ...t e $ 689 % 691 $ 523
COSES ittt 621 625 473
Operating INCOME.......ccccvvevvieeicieeeies e $ 68% 66 $ 50
(7) OTHER ASSETS
Other assets consist of the following at DecemiBer1296 and December 30, 1995:
199 6 1995
( DOLLARS IN
MILLIONS)
ME Holding INC.....ccooviiiiiiiiiiciiieee, 338% 29
Equity securities of Kinross Gold Corporation (Note 28 30
Investment in partnership...........cccoeeeeneeee 15 12
APAC goodwill..........cooviiiiiiiiiiiiieciinns 15 16
Notes receivable............coocoiieiiiinnenne 1 24
Other.....ccoovciei e 15 8
$ 107 $ 119

Other assets include marketable equity securitessified as non-current, an equity method investrmea partnership which fabricates
offshore oil platforms and the net goodwill recamgd in the APAC acquisition. The investment in M&lding Inc., accounted for on the
equity method, totals $33 million, $2 million in@sss of the Group's share of equity. The excegstment is being amortized over 15 years.
The contracting business is not publicly traded @oels not have a readily determinable market valhe.Group is committed to acquire 80%
ownership in 1997. The Group's share of ME Holdimgtome, net of goodwill amortization, was $4 rail, $2 million and $1 million in

1996, 1995 and 1994.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS

(8) LONG-TERM DEBT

At December 28, 1996 and December 30, 1995, lomg-tkebt consisting of a portion of PKS' notes torfer stockholders which have been
allocated to the Group and the Diversified Groug eonvertible debentures is as follows:

(DOLLARS IN MILLIONS) 1996 1995
9.6%-11.1% Notes to former stockholders, 1999-2001. .., $ 2 $ 3
6.25%-8.75% Convertible debentures, 2002-2006...... e 10 8
12 11

LeSS CUMTENt POFtION....ccceveiiiiiiiiiiiiies e 2)
$ 12 $ 9

The convertible debentures are convertible durintpfer of the fifth year preceding their maturigtel Each annual series may be redeemed
in its entirety prior to the due date except duting conversion period. Debentures were conventieds9,935 and 12,594 shares of Class C
Stock in 1995 and 1994, respectively. As part efékchange offer completed prior to the MFS Spfadfholders of 1990 and 1991
debentures converted their debentures into Clé8®€Ek and Class D Stock. At December 28, 1996 ,8836shares of Class C Stock are
reserved for future conversions.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997--$-; 1998--$999--$1; 2000--$1 and $- in 2001.

(9) INCOME TAXES

An analysis of the (provision) benefit for inconasés relating to earnings for the three years ebdmgmber 28, 1996 follows:

(DOLLARS IN MILLIONS) 1996 1995 1994
Current:
U.S.federal.iiiieeeeeeeeeeeeee e $ 62)$ (5 8)$ (33
FOT@IgN. .o e (5) 4 (8)
StALE. vt e (11) ( 6) Q)
erred (78) (6 0) (42)
Deferred:
U.S.federal..ccoiiiiiiiiiiiiieeiieeeeeeee e 7 6
FOr@IgN i e 3) ( 7 1
StALE..c o e 2 1 2
6 - 3
$ (72)$ (6 0% (39
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(9) INCOME TAXES (CONTINUED) The United States afmleign components of earnings, for tax reportingopses, before income taxes
follows:

(DOLLARS IN MILLIONS) 1996 1995 1994

United StateS.....cccvveeeiiiiiiiecccieeeeeeeee s $ 155 % 159 $ 101

FOr@IgN..ccii i e 25 5 15
$ 180 $ 164 $ 116

A reconciliation of the actual (provision) bendtit income taxes and the tax computed by applytiegd.S. federal rate (35%) to the earnings
before income taxes for the three years ended Deeed8, 1996 follows:

(DOLLARS IN MILLIONS) 1996 1995 1994
Computed tax at statutory rate........cccceeeeeee. e $ 63)%$ (5 n$ (41)
State INCOME tAXES .o (6) ( 8) 3)
Prior year tax adjustmentS.....ccccccceeevenenee e 4) 5 3
Other i e 1 - 2

$ (720 (6 0% (39

Possible taxes, beyond those provided, on rematantundistributed earnings of foreign subsid&grare not expected to be material.

The components of the net deferred tax assetfidoyears ended December 28, 1996 and Decembe®3@® wlere as follows:

(DOLLARS IN MILLIONS) 1996 1995
Deferred tax assets:
CONStruction aCCOUNtING.....ccccvevvieeccieeees e $ 15 $ 3
Investments in construction joint VENUreS....... e 30 28
INSUrANCE ClaiMS...cccccciiiiiiiiiiieeceeeees e 32 32
Compensation--retirement benefits................ 6 4
O Nl e e —————— 10 7
Total deferred tax @SSetS....ccovvvveeeeeeeeeces e ——— 93 74
Deferred tax liabilities:
INVESIMENLS IN SECUNMLIES...ccvvviieveeeeeeee e e 7 8
O NI e e ——— 20 7
Total deferred tax liabilitieS.........ccccceeeee e ———— 27 15
Net deferred tax aSSetS.....ccccveevcveeeeeeiiees s $ 66 $ 59

No valuation allowance has been recorded relatinbe deferred tax assets because they are rdalizadber the tax sharing policy of Pk
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(10) EMPLOYEE BENEFIT PLANS

The Group makes contributions, based on colledtargaining agreements related to its constructp@rations, to several multi-employer
union pension plans. These contributions are iregud the cost of revenue. Under federal law, theu@ may be liable for a portion of future
plan deficiencies; however, there are no knowncilsicies.

The Group also had a long-term incentive plan,kstgpreciation rights, for certain employees. Tl goncluded in 1994. The expense
related to this plan was $1 million in 1994. Subtitdly all employees of the Group are covered urtde Group's profit sharing plans. The
expense related to these plans was $3 million @6Ehd 1995 and $1 million in 1994.

(11) STOCKHOLDERS' EQUITY

Ownership of the Class C Stock is restricted ttateiemployees conditioned upon the execution pdirghase agreements which restrict the
employees from transferring the stock. PKS is gahyecommitted to purchase all Class C Stock atam®unt computed pursuant to the
Certificate of Incorporation. Issuances and repasels of common shares, including conversionshiothree years ended December 28, !
were as follows:

CLASS C

STOCK
Sharesissued iN 1994, ... s 1,018,14 4
Shares repurchased in 1994......cccccccveees e 2,427,18 6
Sharesissued iN 1995. ... e 1,021,87 5
Shares repurchased in 1995.......ccccovviiiees s 6,228,93 4
Shares iSSUEd IN 1996......ccoviviiieriiiiieeeees s 896,64 0
Shares repurchased in 1996.......ccccccccveeees e 770,36 8



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(12) INDUSTRY AND GEOGRAPHIC DATA

The Group's operations are primarily conductedni@ lbusiness segment; construction contracting fdllmving is derived from geographic
information in the PKS consolidated financial stadmts as it relates to the Group.

GEOGRAPHIC DATA (DOLLARS IN MILLIONS) 1996 19 95 1994
Revenue:
UNited StateS.....coovvvieiiiiciiiciieeeees e $ 2,000 $ 2,007 $ 1,915
CaNAA.. ...t —— 175 237 214
O Rl e e ——— 111 86 46

$ 2,286 $ 2,330 $ 2,175

Operating earnings:

United States........cccoceeeeeivieeeeeinneeenn. 84 $ 70 $ 45
Canada...... 7 7 14
[©]1 1= U 14 10 -
$ 105 $ 87 $ 59
Identifiable assets:
United StateS....cccovviiiie s s $ 924 % 867 $ 834
CaNAA.. ..o ——— 90 90 102
L1 T P 22 20 27
$ 1,036 $ 977 $ 963

(13) RELATED PARTY TRANSACTION

The Group performs certain mine management serfacale Diversified Group. The income from thesevices was $37 million in 1996,
$30 million in 1995 and $29 million in 1994 andéxorded in other income in the statements of agmi

(14) OTHER MATTERS

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class Bk3Sta a major securities exchange or
the Nasdaq National Market as soon as practicahgui©998. The Board does not foresee circumstamedsr which PKS would list the Class
D Stock prior to 1998. The Board believes thas#rlg will provide PKS with a capital structure raguitable for the further development of

the Diversified Group's business plan. It wouldaisovide liquidity for Class D shareholders with@upairing PKS' capital base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.elBoard could delay or abandon plans to
list the stock if it determined that such actionwebbe in the best interests of all PKS' sharehslda addition, PKS' ability to list Class D
Stock will be subject to factors beyond its contietluding the laws, regulations, and listing ddility criteria in effect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotimdelisting of Class D Stock with a public
offering of newly issued Class D shares in ordaatse additional capital for the Diversified Grouch an offering could delay or alter the
listing plan.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(14) OTHER MATTERS (CONTINUED) Class C shareholdars currently able to convert their shares in@s€ID Stock pursuant to PKS'
Certificate of Incorporation. If such a listing ags, Class C shareholders will continue to be sbtonvert their shares to Class D Stock.

In June 1995, the Group exchanged its interestwhally owned subsidiary involved in gold miningtiagies for 4,000,000 common shares
of Kinross Gold Corporation, a publicly traded ammgtion. The Group recognized a $21 million pregain on the exchange based on the
difference between the book value of the subsidiaugy the fair market value of the Kinross stocklmdate of the transaction.

In September 1995, the PKS Board of Directors ammi@ plan to make a tax-free distribution of itire ownership interest in MFS
Communications Company, Inc. to the Class D stoldkdre (the "Spin-off") effective September 30, 1995

PKS completed an exchange offer prior to the Sfiinvbereby 4,000,000 shares of Class C Stock wechanged for 1,666,384 shares of
Class D Stock on terms similar to those upon whkikdss C Stock can be converted into Class D Stadkgl the annual conversion period
provided for in PKS' Certificate of Incorporatiorhe conversion ratio used in the exchange was lea¢rliusing final 1994 stock prices
adjusted for 1995 dividends.

The Group is involved in various lawsuits and clgimcidental to its business. Management beligvaisany resulting liability, beyond that
provided, should not materially affect the Grodpiancial position, future results of operationsfuture cash flows.

The Group leases various buildings and equipmeti¢uboth operating and capital leases. Minimumalgrayments on buildings and
equipment subject to noncancellable operating fedsang the next 24 years aggregate $10 million.

It is customary in the Group's industry to use aasifinancial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit aneditional commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. The Group has informal arrangementk wihumber of banks to provide such commitmentfA3ecember 28, 1996, the Group
had outstanding letters of credit of approxima®&l@1 million.

(15) SUBSEQUENT EVENTS

In January 1997, approximately 1.7 million share€lass C Stock, with a redemption value of $7lioml were converted into
approximately 1.3 million shares of Class D Stock.

On March 26, 1997, a Group-sponsored joint venitag awarded a $1.3 billion contract to reconsthutetrstate 1-15 through the Salt Lake
City region. The project is being undertaken inparation for the 2002 Olympic Games. The Groupgsesbf this project is approximately
$700 million.
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(DOLLARS IN MILLIONS)

Year ended December 28, 1996

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims.........cccooveeeiiveiininens

Year ended December 30, 1995

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims.........cccooveeeiiveniiinens

Year ended December 31, 1994

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims..........ccoceeviiennieennnen.

KIEWIT CONSTRUCTION & MINING GROUP

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

ADDITIONS AMOUN
BALANCE CHARGED TO CHARG
BEGINNING COSTS AND TO
OF PERIOD EXPENSES RESERV

.......... 65 19
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KIEWIT CONSTRUCTION & MINING GROUP

CONDENSED STATEMENTS OF EARNINGS

SIX MO
Ju
1997
(UNA
(DoL
MILLIONS
SHAR
REVENUE...ciiiieieicieic e s $ 1,04
COSt Of REVENUE....cooiiiiiiiiiiicees e (94
10
General and Administrative EXPENSES.....ccccccceeee e (6
operating EarningS.....ccoocveeeiivieeennicies e 4
Other Income (Expense):
Investment INCOME, NEL........cccceevvveviiieees e
Interest Expense, net (
Other, Net.......cccooiiiiiiiiieeec e 3
4
Earnings Before INCOME TaXES....cccccevvvieeeenes it 8
Provision for INCOME TaXeS.....cccvvevervicics e 3
NEt EArNINGS...cccviiiiiiiiiieccee e e $ 5
Primary Earnings per SNar€.......ccccccvcvvccccces e $ 53
Fully Diluted Earnings per Share........cccceeeee. s $ 51

See accompanying notes to condensed financiahstats.
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NTHS ENDED
NE 30,
1996
UDITED)
LARS IN
, EXCEPT PER
E DATA)
7$ 1,072
2)  (989)
5 83
4)  (59)
1 24
8 8
1) (2)
5 29
2 35
3 59
3)  (23)
0% 36
4% 3.46
3% 3.36



KIEWIT CONSTRUCTION & MINING GROUP
CONDENSED BALANCE SHEET

JUN E 30,
1 997
(UNA UDITED)
(DOLLARS IN MILLIONS)
ASSETS
Current Assets:
Cash and cash equivalents............c.cccueeeen. 127
Marketable securities............ccccccenee 33
Receivables, less allowance of $15.. 336
Costs and earnings in excess of billings on uncompl 95
Investment in construction joint ventures.......... 113
Recoverable income taxes...........cccccccevneeee. 18
Deferred income taxes............ccoeveeevnunnnn. 69
Other.....cooiiiiiiiie e 16
Total CUIMTENt ASSELS.....covviiiiiiiieciics e 807
Property, Plant and Equipment, less accumulated dep reciation and amortization of $426..... 201
INVESTMENTS. ....ovviiiiiiiieiiiee e 87
Other Assets 22
$ 1,117
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable, including retainage of $35....... L $ 173
Current portion of long-term debt.................. e 2
Accrued construction costs and billings in excess o f revenue on uncompleted contracts..... 180
AcCrued iINSUFANCE COSES....coviiivieiniiiieeenees s 85
Other i 43
Total Current LiabilitieS.......coovvveeencceeees e 483
Long-Term Debt, less current portion................ e 16
Other LiabilitieS......ccooviviiiiiiieee e 59
Stockholders' Equity (Redeemable common stock, $404 million aggregate redemption value):
COoOmMMON EQUILY.....ceeeiriiirieieiiiee e 572
Net unrealized holding l0ss...........ccccouveeee. )
Foreign currency adjustment........................ (6)
Total Stockholders' EQUILY.....ccccovvvieenees e 559
$ 1,117

See accompanying notes to condensed financiahstaits.
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KIEWIT CONSTRUCTION & MINING GROUP

CONDENSED STATEMENTS OF CASH FLOWS

Cash flows from operations:
Net cash provided by operations..................

Cash flows from investing activities:
Proceeds from sales and maturities of marketable
Purchases of marketable securities...............
Proceeds from sales of property, plant and equipm
Acquisitions and investments, net................
Capital expenditures............cccveeeveeenne

Net cash used in investing activities..........

Cash flows from financing activities:
Proceeds from long-term debt borrowings..........
Payments on long-term debt, including current por
Net change in short-term borrowings..............
Issuance of common stock.............. .
Repurchases of common stock......................
Dividends paid...........ccceevveenne
Exchange of Class B&C Stock for Class D Stock, ne

Net cash used in financing activities..........

Net change in cash and cash equivalents........
Cash and cash equivalents at beginning of period...

Cash and cash equivalents at end of period.........

See accompanying notes to condensed financiahstats.
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X MONTHS ENDED
JUNE 30,

(UNAUDITED)
ARS IN MILLIONS)

37 $ 73
44 67
(22)  (57)
25 16
(18) (3
(62)  (36)
@) 1

2 -
&)
(45)
34 27
(1) (4)
(13) (12
(r2)  (19)
50 (55)
@) s
173 94
127 $ B 99



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS
1. BASIS OF PRESENTATION:

The financial statements contained herein are utexlidnd have been prepared using the historicabiats included in the Peter Kiewit
Sons', Inc. ("PKS") consolidated condensed findrst&ements. The Group's accounting policies &antain other disclosures are set forth in
the notes to the financial statements containd®Ki8' Annual Report on Form 10-K as an exhibit fa year ended December 28, 1996.

Although the financial statements of PKS' Constaic& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrctup, legal title to such assets and responitbdr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €@sStock are stockholders of PKS. Accordingly, Bi%S consolidated condensed financial
statements and related notes as well as those #fidhwit Diversified Group should be read in corgtion with these financial statements.

Receivables at June 30, 1997 include approxim&&ymillion of retainage on uncompleted projedts, inajority of which is expected to be
collected within one year. Included in the retamagnount is $32 million of securities which arenigefeld by owners of various construction
projects in lieu of retainage.

The results of operations for the six months enliew 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

Where appropriate, items within the condensed fir@statements have been reclassified from theiquie periods to conform to current y
presentation.

2. EARNINGS PER SHARE:

Primary earnings per share of common stock have beputed using the weighted average number oéslmutstanding during each
period. In addition, fully diluted earnings per shaeflect the dilutive effect of convertible debenes. The numbers of shares used in
computing earnings per share were as follows:

SIX MONTHS ENDED

JUNE 30,
1997 1996
Primary....cccoovvviee s 9,301,036 10,353,305
Fully Diluted.....cccoooviiiiiiiiiieeiceeees e, 9,737,869 10,712,305

In March 1997, the Financial Accounting Standardafd issued Statement of Financial Accounting Steasl("SFAS") No. 128 "Earnings
Per Share". The statement establishes standarderfgyuting and presenting earnings per share andres the restatement of prior period
earnings per share data presented. This statemefiective for financial statements issued foiiqus ending after December 15, 1997 and
earlier application is not permitted. Basic andi@itl earnings per share, as defined in SFAS Nq.dr2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the statements of earnings.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS (CONTINUED)
3. SUMMARIZED FINANCIAL INFORMATION:

The Group's 50% portion of PKS' corporate asseaddiahilities and related transactions, which avéseparately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group, and items attributable to @®up are as follows:

JUNE 30,

(DOLLARS IN MILLIONS) 1997
Cash and marketable securities.........cc.cceeeee. s $ 11
Property, plant and equipment, net................. .~ L. 5
Other @ssets......ccoccvvviiiiiiiiiieeeeceees e 2

Total ASSELS..vvviicieieieeeeeieeee e $ 18
Accounts payable.........ccccovvvvveiiieeiieees e, $ 2
Long-term debt, including current portion.......... L 11

Total LiabilitieS.....cccovvieeiiiiciieeeeeeeee e, $ 13

SIX MONTHS ENDED
JUNE 30,

Other eXpense, Nt ..cccovceeiieeiieeeceeeee e $ @1 s$ (@ )

Corporate general and administrative costs have dkecated to the Group. These allocations wese tlean $1 million for the six months
ended June 30, 1997 and 1996.

Mine management income from the Diversified Growgs\W16 million and $15 million for the six montheded June 30, 1997 and 1996.
4. ACQUISITIONS:

On April 18, 1997, the Group and a partner eachsted $15 million to acquire a 96% interest in @aluntain Energy L.L.C. ("Oak
Mountain"). Oak Mountain then acquired the exis@sgets of an underground coal mine in Alabamagproximately $18 million and
assumed approximately $14 million of related lidies. Oak Mountain intends to use the remainirghcand $30 million of nonrecourse bank
borrowings to retire the existing debt and furtievelop and modernize the mine. Oak Mountain'dteare consolidated with those of the
Group on a praoata basis since the date of acquisition. The oaé's results of operations prior to the acquisitivere not significant relati
to the Group's results.

5. OTHER MATTERS:

In October 1996, the PKS Board of Directors (thedRi") directed management to pursue a listingla§€D Stock as a way to address
certain issues created by the PKS' two-class datdek structure and the need to attract andnéte best management for the PKS'
businesses. During the course of its examinatidhe@ftonsequences of a listing of Class D Stockiagement concluded that a listing of
Class D Stock would not adequately address thesessand instead began to study a separatioe @dhstruction and Mining Group and
the Diversified Group. At the regular meeting of Board on July 23, 1997, management submitteldet®bard for consideration a proposal
for separation of the
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS (CONTINUED)

5. OTHER MATTERS: (CONTINUED) Construction and Mugi Group and the Diversified Group on substantitig/terms eventually
approved by the Board. At a special meeting on Au@4, 1997, the Board approved management's pabpos

The separation of the Construction and Mining Grangd the Diversified Group would be contingent ugnratification of the separation by
a majority of both Class C and Class D shareholpersent at a shareholders meeting and the rdnePKS of an Internal Revenue Service
ruling or other assurance acceptable to the Bdeatlthe separation would be tax-free to U.S. sluddeins. The restructuring is currently
anticipated to occur during the second quartei9981 Under management's proposal, the Diversifism@will not seek to list its stock for
public trading on a national securities exchangéd iimaises capital through a public equity offey or desires to have a listed equity security
available for acquisitions. The Board will retairetright, even if the stockholders ratify the preglcand favorable tax treatment is satisfied, to
abandon, defer or modify the proposal if it belieteat it would be in the best interests of altktwlders.

The Group is involved in various lawsuits, clainmsl aegulatory proceedings incidential to its busgiéManagement believes that any
resulting liability, beyond that provided, shouldt materially affect the Group's financial positidmture results of operations or future cash
flows.
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PRO FORMA FINANCIAL INFORMATION

The pro forma financial information of Peter Kiewitns', Inc. ("PKS") to be renamed Diversified Hiofg, Inc. after the Transaction, and
Construction Group, to be operated by PKS Holdihgs, after the Transaction, respectively, has h@epared to give effect, as further
described below, to the Transaction. The pro fofimencial information assumes, in two separate ages, that 1.5 million (Scenario 1) an
million (Scenario 2) shares of Class C Stock walldnnverted in the 1997 Conversion Period as desttierein. Scenario 1 reflects an
estimate of the number of shares of Class C Stoble tendered in the Transaction. Scenario 2 if##tto illustrate the impact of the tender
of Class C shares equal to the maximum numberaesiPKS will allow to be exchanged.

The pro forma condensed statements of earningbdosix months ended June 30, 1997 and for thegreded December 28, 1996 of PKS
the Construction Group assume that the Transaigioonsummated on December 29, 1996 and Decemb#&©84%, respectively. The
condensed balance sheets of PKS and the Constri@&taup as of June 30, 1997 assume that the Trdmsés consummated as of such date.

The pro forma financial information is not intendedeflect results of operations or the finangiasition of PKS and the Construction Group
which actually would have resulted had the Trangadieen effected on the dates indicated. Moredkierpro forma information is not
intended to be indicative of future results of @tiems or financial position of PKS and the Congtinn Group.

The pro forma financial information should be réadonjunction with PKS' and the Construction Grsupstorical financial statements, and
the notes thereto, contained in PKS' Annual Repofform 10-K for the year ended December 28, 19@6salected exhibits thereto and
Quarterly Report on Form 10-Q for the quarter entlate 30, and selected exhibits thereto, all ottvlare contained elsewhere herein or
incorporated herein by reference.
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have examined the pro forma adjustments refigdtie transactions described in the accompanyitesrand the application of those
adjustments to the historical amounts in the ac@nying pro forma consolidated condensed statenoémarnings of Peter Kiewit Sons', I
and Subsidiaries for the year ended December Z&. Ithe historical consolidated condensed statesvafrgarnings are derived from the
historical financial statements of Peter Kiewit Soinc. and Subsidiaries, which were audited bgngincorporated by reference herein.
Such pro forma adjustments are based upon managjsrassumptions described in the accompanying nOiesexamination was made in
accordance with standards established by the Aaretitstitute of Certified Public Accountants anc@dingly, included such procedures as
we considered necessary in the circumstances.

In addition, we have reviewed the related pro foadpistments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma consolidated condensed balsimeets of Peter Kiewit Sons', Inc. and Subsédias of June 30, 1997 and the pro
forma consolidated condensed statements of earfondise six months then ended. The historical obdated condensed financial statem:
are derived from the historical financial statersesftPeter Kiewit Sons', Inc. and Subsidiaries,clvhirere reviewed by us, incorporated
herein by reference. Such pro forma adjustmentbased upon management's assumptions describleel dit¢companying notes. Our review
was made in accordance with standards establishdtebAmerican Institute of Certified Public Accdants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewyéhe pro forma consolidated condensed finastééments are not necessarily indicative
of the results of operations or related effectdimancial position that would have been attained thee above-mentioned transactions actually
occurred earlier.

In our opinion, management's assumptions providmsonable basis for presenting the significamcestdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma columns reflect the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
consolidated condensed statements of earninghdordar ended December 28, 1996.

A review is substantially less in scope than antathte objective of which is the expression ofoginion on management's assumptions, the
pro forma adjustments and the application of thamjastments to historical financial information.o&edingly, we do not express such an
opinion on the pro forma adjustments or the appboceof such adjustments to the pro forma constdid@ondensed balance sheets as of June
30, 1997, and the pro forma consolidated condesisgements of earnings for the six months thenckri8i@sed on our review, however,
nothing came to our attention that caused us tewethat management's assumptions do not providasmnable basis for presenting the
significant effects directly attributable to theoab-mentioned transactions described in the accoyipg notes, that the related pro forma
adjustments do not give appropriate effect to tleesmimptions, or that the pro forma columns daeftect the proper application of those
adjustments to the historical financial statemendants in the pro forma consolidated condensechbalaheets as of June 30, 1997 and the
pro forma consolidated condensed statements oinggrfor the six months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
October 9, 1997
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF EARN INGS

FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

FISCAL YEAR ENDED DECEMBER 28, 1996
SEPA RATE  DECONSOLIDATE DIVEST OTHER
HISTORICAL PKS HO LDINGS C-TEC ENERGY ADJUSTMENT

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT
.. $ 2904 $ ( 2,286) $ (367) $ -- $ 34
. (2,412) 2,064 250 - (36
492 (222) (117) - 2
General and Administrative
EXpenses.........cccocuene. 117 86 1 (37

Revenue.........
Cost of Revenue....

Operating Earnings
Other Income (Expense):
Equity Earnings, net......... 12 (8) 4 (14) -
Investment Income, net....... 72 (23) 14) ) 2
Interest Expense, net........ (37) 4 28 --
Other, net........ccoeeuee 26 (58) 5 ) 39

(105) (31) 1 (39

Earnings before Income Taxes

and Minority Interest in Net

Losses of Subsidiaries....... 305 (180) (16) a7 2
Provision for Income Taxes..... (84) 72 14 9
Minority Interest in Net Losses

of Subsidiaries.............. -- - - 2

Net Earnings.............. (108) $ -- $ @B $ 1

Earnings Attributable to:
Class C Stock $ 108

Class D Stock

Earnings Per Share:
Class C Stock
Primary.....ccccoovvevene $ 10.13

Fully diluted.............. $ 9.82

Class D Stock
Primary......c..ccceu... $ 4.85

Fully diluted.............. $ 4.85

Weighted Average Shares
Outstanding:
Class C Stock
Primary.......cccoeeueee. 10,655,886

Fully diluted.............. 11,026,045

Class D Stock
Primary.....ccccoovveens 23,263,688

Fully diluted.............. 23,273,775

SEPARATE DE CONSOLIDATE  DIVEST OTHER PRO
PKS HOLDINGS C-TEC ENERGY ADJUSTMENTS  FORMA

(UNAUDITED)
SIX MONTHS
ENDED JUNE
30, 1997
PRO
S FORMA HISTORICAL

S)
(@ $ 285% 1,381
Ya)  (134) (1,143)

)@  (93)  (153)

) 58 85
(14) 20
(b) 45 27
(5) (20)
(a) 10 20
""""" 36 47
94 132




Revenue.........c.ccccuvennenn $ (1,047) $ (194) $ - $ 21(a) $

Cost of Revenue 942 139 - (22)(a)
(105) [CORNES @
General and Administrative
EXpenses.........cccocuene. 64 64 -- (16)(a)
Operating Earnings............. (41) 9 -- a7)
Other Income (Expense):
Equity Earnings, net......... ) 9) (21) -
Investment Income, net....... (6) (5) - 2(b)
Interest Expense, net........ 1 12 - -
Other, net.........ccccc... (35) -- - 17(a)
(42) ) (21) 19
Earnings before Income Taxes
and Minority Interest in Net
Losses of Subsidiaries....... (83) 7 (21) 2
Provision for Income Taxes..... 33 -- 9 (1)(c)
Minority Interest in Net Losses
of Subsidiaries - (@) - --

Net Earnings.............. $ -- $ (120 $ 1 $

Earnings Attributable to:
Class C Stock $ -

Class D StocK................ $

Earnings Per Share:
Class C Stock
Primary.......ccoccovevnne $ -

Fully diluted.............. $ -

Class D Stock
Primary.......ccccceevee. $

Fully diluted.............. $

Weighted Average Shares
Outstanding:
Class C Stock
Primary.......ccccoeeeeee. -

Fully diluted.............. --

Class D Stock
Primary.......cccccoeven. 30,403,

Fully diluted.............. 30,403,

The accompanying notes are an integral part oktpes forma consolidated condensed financial stetdsn
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF EARN INGS

FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

FISCAL YEAR ENDED DECEMBER 28, 1996

ARATE
PKS DECONSOLIDATE  DIVEST OTHER
DINGS C-TEC ENERGY ADJUSTMENT

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUN

Revenue........c.cccoeennenne. $ 2904 $ (2,286) $ (367) $ -- $ 34
Cost of Revenue (2,412) 2,064 250 --
492 (222) (117) -
General and Administrative
EXpenses.........ccccveeunenne 117 86 1
Operating Earnings (105) (31) 1
Other Income (Expense):
Equity Earnings, net........... 12 (8) (4) (14) --
Investment Income, net 72 (13) (14) 2) 5
Interest Expense, net.......... (37) 4 28 -- --
Other, net.........cccceeeee 26 (58) 5 ) 39
73 (75) 15 (18) 44
Earnings before Income Taxes and
Minority Interest in Net Losses
of Subsidiaries................ 305 (180) (16) 17) 5
Provision for Income Taxes....... (84) 72 14 9
Minority Interest in Net Losses
of Subsidiaries................ - - 2
Net Earnings............... (108) $ $ B8 $ 3

Earnings Attributable to:

Class C Stock 108
Class D Stock.................. 113
Earnings Per Share:
Class C Stock
Primary.....ccccooevvene. $ 10.13

Fully diluted

Class D Stock
Primary......c..ccocevenens $ 4.85

Fully diluted................ $ 4.85

Weighted Average Shares
Outstanding:
Class C Stock
Primary.......ccccceveeene 10,655,886

Fully diluted................ 11,026,045

Class D Stock
Primary

Fully diluted................ 23,273,775

SEPARATE

(UNAUDITED)
SIX MONTHS
ENDED JUNE
30, 1997

PRO
S FORMA HISTORICAL

TS)
(8 $ 285 $1,381
(36 (a) (134) (1,143)

(37 (@) (93) (153)

(14) 20
(b) 48 27
(5) (20)
(a) 10 20
"""" 39 47
97 132
(2)(c) 9 (50)
2 9




PKS DE
HOLDINGS
Revenue..........cccoeennenn. $ (1,047)
Cost of Revenue.... 942
(105)
General and Administrative
EXpenses.........ccccveeunenne 64
Operating Earnings............... (41)
Other Income (Expense):
Equity Earnings, net........... )
Investment Income, net......... (6)
Interest Expense, net.......... 1
Other, net. (35)
(42)

Earnings before Income Taxes and

Minority Interest in Net Losses

of Subsidiaries................ (83)
Provision for Income Taxes....... 33
Minority Interest in Net Losses

of Subsidiaries................ -

Net Earnings.............

Earnings Attributable to
Class C Stock..................

Class D Stock..................

Earnings Per Share:
Class C Stock
Primary.....c.cccooeeennn.

Fully diluted................

Class D Stock

Weighted Average Shares
Outstanding:
Class C Stock

Class D Stock
Primary.......cccooeeennnn.

Fully diluted................

CONSOLIDATE DIVEST OTHER

C-TEC ENERGY  ADJUSTMENTS
$ (194) $ -- $ 21(a) $
139 - (22 (a)
65 - @

64 -- (16 (a)
R an
9 ey -
® - 3(b)
12 - -

- - 17(a)
@ @ 20
7 (21) 3

- 9 D)
" - -

$ - $ (12) $ 2 $

PRO
FORMA

The accompanying notes are an integral part oktpes forma consolidated condensed financial stedsn
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET

(UNAUDITED)

JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK
CONVERTED INTO CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

SEPARATE DECONSOLIDATE DIVEST OTHER
HISTORICAL PKS HOLDINGS C-TEC ENERGY ADJUSTMENTS
ASSETS
Current Assets:
Cash and cash equivalents...................... $ 388 $ (127) $ (58) ¢ 1,133 $ 60(a)
125(b)
Marketable securities... 368 (33) 4) - -
Restricted securities. 24 - - 3) -
Receivables, net . 421 (336) (51) - 12(c)
Costs and earnings in excess of billings on -
uncompleted contracts 95 (95) - -
Investment in construction j 113 (113) - - -
Deferred income taxes............ccccevvenne. 65 (69) (10) - 14(c)
Other......cccoeviiiiiiiiiicie 50 (34) (12) - 11(c)
Total Current Assets..... 1,524 (807) (135) 1,130 222
Property, Plant and Equipment, ne 872 (201) (495) - -
Investments 946 (87) (82) (662) -
Intangible Assets, net. 393 (22) (348) -- (2)(c)
Net Assets of C-TEC.. -- - 347 - -
Other Assets 70 -- (26) -- 2(c)
$ 3,805 $ (1,117) $ (739) $ 468 $ 222
LIABI LITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable...........cccocvevieiennnn. $ 227 $ (173) $ (36) $ - $  12(c)
10(d)
Current portion of long-term debt:
Telecommunications...........ccccceeeeueenne 11 -- (11) -- --
Other......coocvevivennene 3 2) -- -- --
Accrued costs and billings in excess of revenue --
on uncompleted contracts.............c....... 193 (180) (13) --
Accrued insurance costs.... 85 (85) - - -
Income taxes payable...........cccooevennne -- - - 190 11(c)
(4)(e)
Deferred income taxes..........c.ccccvevvenne. -- - - - 14(c)
10(f)
Other......cccovviiiiiiiiiiici 142 (43) (66) - -
Total Current Liabilities.................... 661 (483) (126) 190 53
Long-term Debt, less current portion:
Telecommunications............cocvevvervenens 244 - (244) - -
Other......ccoovvviiiiinne 149 (16) - - -
Deferred Income Taxes........ccccvvevvrvennenne 227 8 (99) (26) -
Retirement Benefits....... a7 - ) - -
Accrued Reclamation COStS............cccceveeene 102 1) - - -
Other Liabilities.............. . 231 (66) (52) - -
Minority Interest... 218 -- (216) -- --
Stockholders' Equity:
Preferred stockK............cccooiiiiiiins -- - - - -
Common stock
Class C shares outstanding; historical-- -
10,093,635 pro forma--0.............c.c.... 1 (1) -- --
Class D shares outstanding; historical-- -
24,575,825 pro forma--27,981,816........... 1 - -- --
Class R shares outstanding; historical--0, -
pro forma--7,224,374 - - -- --
Additional paid-in capital 273 (117) -- 60(a)
125(b)
101(g)
Foreign currency adjustment.................... (8) 6 -- -- --
Net unrealized holding gains. 10 7 -- -- --
Retained earnings..........cccccceveveerenene 1,649 (454) -- 304 (20)(d)
4(e)
(10)(H
(101)(9)
Total Stockholders' Equity............cccceuee 1,926 (559) - 304 169
$ 3,805 $ (1,117) $ (739) 3 468 $ 222



Current Assets:

Cash and cash equivalents...................... $ 1,521
Marketable securities 331
Restricted securities.. 21
Receivables, net 46
Costs and earnings in excess of billings on
uncompleted contracts............ccc.oeenene --
Investment in construction joint ventures...... --
Deferred income taxes. --
15
Total Current ASSEetS........eeveeeeeeeeeennns 1,934
Property, Plant and Equipment, net. 176
Investments . 115
Intangible Assets, net.. 21
Net Assets of C-TEC 347
Other Assets 46
$ 2,639
LIA
Current Liabilities:
Accounts payable............ccecverieeennne. $ 40
Current portion of long-term debt:
Telecommunications... --
1
Accrued costs and billings in excess of revenue
on uncompleted contracts --
Accrued insurance costs.. --
Income taxes payable 197
Deferred income taxes..........c.ccccuevvenne. 24
Other. ..ot 33
Total Current Liabilities.................... 295
Long-term Debt, less current portion:
Telecommunications...........ccccceeevveenns --
133
Deferred Income Taxes.. 110

Retirement Benefits........... 45

Accrued Reclamation Costs 101
Other Liabilities 113
Minority Interest.... 2

Stockholders' Equity:
Preferred stock.... --
Common stock
Class C shares outstanding; historical--
10,093,635 pro forma--0.............c.c.... -
Class D shares outstanding; historical--
24,575,825 pro forma--27,981,816........... 1
Class R shares outstanding; historical--0,
pro forma--7,224,374.......ccccccceeuen. -

Additional paid-in capital..................... 442

Foreign currency adjustment.................... )

Net unrealized holding gains.. . 17
Retained earnings............cccoevvvvvrnenne. 1,382
Total Stockholders' Equity 1,840
$ 2,639

The accompanying notes are an integral part ofptttifsorma consolidated condensed financial statéme
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET

(UNAUDITED)

JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

Current Assets:
Cash and cash equivalents......................

Marketable securities...

Restricted securities.

Receivables, net .

Costs and earnings in excess of billings on
uncompleted contracts

Investment in construction j

Deferred income taxes............ccccevvenne.

Total Current Assets.....
Property, Plant and Equipment, ne
Investments
Intangible Assets, net.
Net Assets of C-TEC..
Other Assets

Current Liabilities:
Accounts payable............ccocceeriienneen.

Current portion of long-term debt:
Telecommunications...........ccccceeeeueenne

Accrued costs and billings in excess of revenue
on uncompleted contracts.............c.......

Accrued insurance costs....

Income taxes payable...........cccooevennne

Deferred income taxes..........c.ccccvevvenne.

Total Current Liabilities....................
Long-term Debt, less current portion:
Telecommunications............cocvevvervenens

Deferred Income Taxes.
Retirement Benefits.......
Accrued Reclamation Costs.
Other Liabilities..............
Minority Interest...
Stockholders' Equity:
Preferred stocK.........c.cceevieiiiennene
Common stock
Class C shares outstanding; historical--
10,093,635 pro forma--0.............c.c....
Class D shares outstanding; historical--
24,575,825 pro forma--29,087,807............
Class R shares outstanding; historical--0,
pro forma--6,024,374
Additional paid-in capital

Foreign currency adjustment....................
Net unrealized holding gains.
Retained earnings..........cccccceveveerenene

Total Stockholders' EQUity............ccccue..

SEPARATE DECONSOLIDATE DIVEST OTHER
HISTORICAL PKS HOLDINGS C-TEC ENERGY  ADJUSTMENTS

ASSETS .

$ 388 $ (127) $ (58) $ 1,133 $ 120(a)
125(b)

368 (33) 4 -

24 - - (3) -

421 (336) (51) - 12(c)

95 (95) - - -

113 (113) - - -

65 (69) (10) - 14(c)

50 (34) (12) - 11(c)
1524 (go7)  (135) 1130 282

872 (201) (495) - -

946 (87) (82) (662) -

393 (22) (348) - (2)(c)

- - 47 - -

70 . (26) . 2(c)
_;";éb_s -;_E_l_,lﬂ) $ (759) $ 408 $m_ész
LITIES AND STOCKHOLDERS' EQUITY
$ 227 $ (173) $ (36) $ - $  12(c)

10(d)

11 . (11) - -

3 ) - - -

193 (180) (13) - -

85 (85) - - -

- - - 190 11(c)
4)(e)
- - - - 14(c)
10(f)

142 (43) (66) - -
""" 661 (483  (126) 100 s3

244 - (244) - -

149 (16) - - -

227 8 (99) (26) -

47 - ) - -

102 1) - - -

231 (66) (52) - -

218 . (216) - -

(1) (1) - - -

1 (117) . - -

o3 - - - 120(a)
125(b)
84(g)

(8) 6 - - -

10 7 - - -

1,649 (454) - 304 (10)(d)
4(e)
(10)(H
(84)(9)

1,926 (559) - 304 229
_s—xs_ms-,_éb—s _g_a,lﬂ) $ (759) $ 468 $m582



Current Assets:

Cash and cash equivalents...................... $ 1,581
Marketable securities 331
Restricted securities.. 21
Receivables, net 46
Costs and earnings in excess of billings on
uncompleted contracts............ccc.oeenene --
Investment in construction joint ventures...... --
Deferred income taxes. --
15
Total Current ASSEetS........eeveeeeeeeeeennns 1,994
Property, Plant and Equipment, net. 176
Investments . 115
Intangible Assets, net.. 21
Net Assets of C-TEC 347
Other Assets 46
$ 2,699
LIA
Current Liabilities:
Accounts payable............ccecverieeennne. $ 40
Current portion of long-term debt:
Telecommunications... --
1
Accrued costs and billings in excess of revenue
on uncompleted contracts --
Accrued insurance costs.. --
Income taxes payable 197
Deferred income taxes..........c.ccccuevvenne. 24
Other. ..ot 33
Total Current Liabilities.................... 295
Long-term Debt, less current portion:
Telecommunications...........ccccceeevveenns --
133
Deferred Income Taxes.. 110

Retirement Benefits........... 45

Accrued Reclamation Costs 101
Other Liabilities 113
Minority Interest.... 2

Stockholders' Equity:
Preferred stock.... --
Common stock
Class C shares outstanding; historical--
10,093,635 pro forma--0.............c.c.... -
Class D shares outstanding; historical--
24,575,825 pro forma--29,087,807............ 1
Class R shares outstanding; historical--0,
pro forma--6,024,374..........cccceennen. -

Additional paid-in capital..................... 485
Foreign currency adjustment.................... )
Net unrealized holding gains.. . 17
Retained earnings............cccoevvvvvrnenne. 1,399
Total Stockholders' Equity... 1,900
$ 2,699

The accompanying notes are an integral part ofptttifsorma consolidated condensed financial statéme
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
1. BASIS OF REPORTING

The accompanying pro forma consolidated conderisaddial statements of PKS ("the Company") aregatexl based upon the historical
consolidated financial statements and the notestihvef PKS, as adjusted to remove the earningsrsent and the balance sheet accounts of
PKS Holdings, Inc., to reflect C-TEC Corporatio€{TEC") as an equity method investment due to C-$E€structuring which resulted in
the Company owning less than 50% of the votingtsigim each of the three legal entities createdefiect the pending 1998 sale of PKS'
energy investments to CalEnergy Company, Inc. E8atgy"), and to give effect to certain other elata®f the Transaction. The proceeds
from the CalEnergy transaction of $1.155 billiovédeen reduced by $22 million for the assumedoéseof 1 million options and the
funding of energy joint venture costs through tagedf the agreement. The pro forma informationaes, in two separate scenarios, that 1.5
million (Scenario 1) and 3 million (Scenario 2) sfwmof Class C Stock are converted into Class BkStothe 1997 Conversion Period. The
PKS Board has limited to 3 million the number ofis#s that can be converted during the 1997 ComreRgriod. If the number of shares of
Class C Stock converted during the 1997 ConveBariod is less than 1,500,000, the equity on tienica sheet of PKS would be less than
that described in Scenario 1. This difference wdddletermined by calculating the product of (500,000 less the number of shares
converted and (ii) the current Class C Stock poic$40.00 per share. In addition, PKS would alseehass cash in an amount equal to that
described above and the earnings per share of RK&lwncrease from that shown in Scenario 1 ofpteeforma presentation.

If the number of shares of Class C Stock convedtethg the 1997 Conversion Period is greater th&8,000 but less than the 3,000,000
share Conversion Cap established by the PKS Btadquity on the balance sheet would be increalede that described in Scenario 1 but
below that described in Scenario 2. This increaseguity would be equal to the product of (i) theniber of shares converted less 1,500,000
and (i) the current Class C Stock price of $4(@0share. In addition, PKS would also have mosh @aan amount equal to that described
above and the earnings per share of the ConstruGiioup would decrease from that shown in Scerfaabthe pro forma presentation, but
not above that reflected in Scenario 2 of the prm& presentation.

Such pro forma financial statements should be mre@dnjunction with the separate historical cordatiéd financial statements and the notes
thereto of PKS, incorporated herein by referenceh$ro forma financial statements are not necig#adicative of the future results of
operations or financial position.

The PKS Board of Directors preliminarily approvegdlan to make a tax-free distribution of its entkenership interest in PKS Holdings, Inc.
to the Class C Stockholders at a special meetingugust 14, 1997.

Completion of the Transaction has been assumed &s lof June 30, 1997 in the pro forma consolidedediensed balance sheets and as of
December 31, 1995 and December 29, 1996 in théopma consolidated condensed statements of earfongise year ended December 28,
1996 and the six months ended June 30, 1997, rtasggc

The significant accounting policies followed by PKigscribed in the notes to its historical consd#d financial statements incorporated
herein by reference, have been used in preparsngdbompanying pro forma consolidated condensedidial statements.

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS

As described in Note 1, the historical consolidateddensed statements of earnings for PKS havedsjested to remove the earnings
statement accounts of PKS Holdings, Inc., to réef@dEC as an
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (CONTINUED)
2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS (QDINUED)

equity method investment, to remove the earningfestent accounts attributable to PKS' investmetiterenergy assets due to the pending
sale to CalEnergy and to give effect to certairentlements of the Transaction. The adjustmentsrimagreparation of the PKS Pro Forma
Consolidated Condensed Statements of Earningseaczided below:

(a) Adjustments made to reflect certain interconypr@venues and expenses recognized between PK$gldnc. and PKS that had been
eliminated in the historical consolidated condenstatements of earnings. The intercompany reveang&xpenses primarily pertain to
certain construction work and coal mine managersentices performed by PKS Holdings, Inc. for PKighelated in the consolidated resu
This pro forma presentation requires that theseilegs statement items be reestablished to propefilgct the separate operating results of
PKS Holdings, Inc. and PKS.

(b) Adjustments made to reflect an increase irr@sieincome from the cash and cash equivalentsiyaRKS Holdings, Inc. upon conversion
of 1.5 million shares of Class C Stock into ClasStbck in Scenario 1 and 3 million shares of Clas3tock into Class D Stock in Scenario 2.
The interest rate used to calculate the increaBeérest income approximates the average rateeddy the Company during the periods.

(c) Adjustments made to reflect the tax effecthaf &bove adjustments.
3. BALANCE SHEET PRO FORMA ADJUSTMENTS

As described in Note 1, the historical consoliddiatince sheet of PKS has been adjusted to rerhevmatance sheet accounts of PKS
Holdings, Inc., to reflect C-TEC as an equity metimvestment, reflect the pro forma impact of teaging sale of PKS' energy investments
to CalEnergy and to give effect to certain othen@nts of the Transaction. The adjustments mageejparation of the PKS Pro Forma
Consolidated Condensed Balance Sheets are desbebmg:

(a) Adjustments made to reflect the increase ih el cash equivalents as the result of the coioveo$ 1.5 million (Scenario 1) and 3
million shares (Scenario 2) of Class C Stock inkas€ D Stock at the June 30, 1997 Class C Stock pfi$40.00 per share.

(b) Adjustments made to reflect sale of Class xlsto Messrs. Crowe and Bradbury and the ExparRian Employees.

(c) Adjustments made to reflect certain reclasatfans of account balances when PKS Holdings,dnd.C-TEC Corporation are removed
from the consolidated results of PKS and certaieraompany accounts between PKS Holdings, Inc. P that had been eliminated in the
consolidated results.

(d) Adjustments made to record the accrual of aegatimated expenses, including costs for the @ianaClass C shareholders of $5 million,
the modification of the conversion terms of the Bratores of $1 million, and legal and other profesal fees of $4 million, incurred as a
result of the Transaction. The majority of the leayad professional fees are expected to be chagaithst earnings in 1997, with the
remainder in 1998, as the services are performieel cbsts associated with arrangements for the Gamaldareholders and the Debenture
holders, which primarily include interest-free Isawill be recorded in the periods in which the dfén of these arrangements are provided.

(e) Adjustment to reflect the tax effect of the ebadjustment.

(f) Adjustments made to record the accrual of dertatimated United States Federal income taxesatag to be incurred as a result of the
Transaction.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (CONTINUED)
3. BALANCE SHEET PRO FORMA ADJUSTMENTS (CONTINUED)

(9) Adjustment made to record the estimated fdueaf the right of the Class R Common Stock tovewhinto Class D Stock at a fixed do
discount to the fair value of the Class D Stocke Titeximum fixed dollar discount is $25.00 per shené&ch assumes a fair value of the Class
D Stock of $82.00 per share. The fair value ofrtgkt of the Class R Common Stock to convert intas€ D Stock was estimated by
calculating the present value, using a 10 perceebdnt rate and an assumed fixed dollar discoti#i256.00 per share, using estimates of
expected conversions in each of the next eightsywaen the conversion conditions of the Class R t@iomStock are met.

The Pro Forma shares outstanding at June 30, B®&t€Enarios 1 and 2 are calculated by multiplyiregconverted shares times the ratio of:
the Class C Stock Price divided by the Class DISRytce at June 30, 1997 ($40.00/$54.25). This yebis then added to the historical shi
outstanding and the shares sold to Messrs. Crod/@&eadbury and the Expansion Plan Employees, agireg2,300,000 shares.

4. EARNINGS PER SHARE

Primary and fully diluted earnings per share of own stock have been computed using the weightedhgeenumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities. panposes of computing the weighted
average number of shares outstanding, it was asktiraethe Class R Stock would be converted toddaStock using a Conversion Value
$25 and a Trading Price of $82.
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have examined the pro forma adjustments refigdtie transactions described in the accompanyitesrand the application of those
adjustments to the historical amounts in the ac@mying pro forma condensed statements of earnihgewit Construction & Mining

Group for the year ended December 28, 1996. Therldal condensed statements of earnings are defiven the historical financial
statements of Kiewit Construction & Mining Grouphish were audited by us and included elsewhereame®eich pro forma adjustments are
based upon management's assumptions describesl actbmpanying notes. Our examination was madeciordance with standards
established by the American Institute of Certiffiblic Accountants and, accordingly, included spiddtedures as we considered necessary
in the circumstances.

In addition, we have reviewed the related pro foadpstments and the application of those adjustsrterthe historical amounts in the
accompanying pro forma condensed balance she&igwft Construction & Mining Group as of June 3®@9¥ and the pro forma condensed
statements of earnings for the six months thenarlee historical condensed financial statemergsiarived from the historical financial
statements of Kiewit Construction & Mining Grouphieh were reviewed by us and included elsewhereiheBuch pro forma adjustments
are based upon management's assumptions descritlerlaccompanying notes. Our review was madedardance with standards
established by the American Institute of Certiffablic Accountants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewéhe pro forma condensed financial statemeetsiar necessarily indicative of the results
of operations or related effects on financial gosithat would have been attained had the aboveiomsd transactions actually occurred
earlier.

In our opinion, management's assumptions provigasonable basis for presenting the significamcéstdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma columns reflect the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
condensed statements of earnings for the year ddeleeimber 28, 1996.

A review is substantially less in scope than anitathte objective of which is the expression ofoginion on management's assumptions, the
pro forma adjustments and the application of thamjastments to historical financial information.o&edingly, we do not express such an
opinion on the pro forma adjustments or the appbtoceof such adjustments to the pro forma condehbséahce sheet as of June 30, 1997 and
the pro forma condensed statements of earningbéagix months then ended. Based on our reviewgliew nothing came to our attention
that caused us to believe that management's assmsdb not provide a reasonable basis for prasgtitie significant effects directly
attributable to the above-mentioned transactiossriteed in the accompanying notes, that the relatedorma adjustments do not give
appropriate effect to those assumptions, or theptb forma columns do not reflect the proper ajapibn of those adjustments to the
historical financial statement amounts in the mnorfa condensed balance sheets as of June 30,drt®the pro forma condensed statements
of earnings for the six months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
October 9, 1997
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KIEWIT CONSTRUCTION & MINING GROUP

PRO FORMA CONDENSED STATEMENTS OF EARNINGS
FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS ETOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

(UNAUDITE D)
FISCAL YEAR EN DED DECEMBER 28, 1996 SIX MONTHS ENDED JU NE 30, 1997
OTHER OTHER
A DJUSTMENTS PRO ADJUSTMEN TS PRO
HISTORICAL (NOTE 2) FORMA HISTORICAL FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
ReVeNUe.......cceeeveeeees $ 2,286 $ - $ 2286 $ 1,047 $ -- $ 1,047
Cost of Revenue................. (2,064) (2,064) (942) - (942)
222 222 105 105
General and Administrative
EXPenses.......cccccuveenns 117) (64) (64)
Operating Earnings 105 41 41
Other Income (Expense):
Investment Income 21 2)(a) 19 8 2)(a) 6
Interest Expense. . 4) 4) 1) 1)
Other, net................ 58 58 35 35
75 ) 73 42 ( 2) 40
Earnings before Income Taxes.... 180 2) 178 83 ( 2) 81
(Provision) Benefit for Income
TaXeS...oiieerieeenieeins (72) 1(b) (71) (33) 1(b) (32)
Net Earnings..........cc........ $ 108 $ (1) % 107 $ 50 $ ( 1) $ 49
Primary Earnings Per Share...... $ 10.13 $ 1121 % 5.34 $ 5.92
Fully Diluted Earnings Per
Share......ccoeevveneennne $ 9.82 $ 1121 % 5.13 $ 5.92
Weighted Average Shares
Outstanding:
Primary.......cccoceeveenne 10,655,886 9,526,045 9,307,834 8,244,667
Fully Diluted................... 11,026,045 9,526,045 9,744,667 8,244,667

The accompanying notes are an integral part oktpes forma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP

PRO FORMA CONDENSED STATEMENTS OF EARNINGS
FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

(UNAUDITE D)
FISCAL YEAR EN DED DECEMBER 28, 1996 SIX MONTHS ENDED JU NE 30, 1997
OTHER OTHER
A DJUSTMENTS PRO ADJUSTMEN TS PRO
HISTORICAL (NOTE 2) FORMA HISTORICAL FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
ReVeNUe.......cceeeveeeees $ 2,286 $ - $ 2286 $ 1,047 $ -- $ 1,047
Cost of Revenue................. (2,064) (2,064) (942) (942)
222 222 105 105
General and Administrative
Expenses.............. (117) (64) (64)
Operating Earnings 105 41 41
Other Income (Expense):
Investment Income............... 21 (5)(a) 16 8 3)(a) 5
Interest Expense. . 4) 4) 1) 1)
Other, net................ 58 58 35 35
75 (5) 70 42 ( 3) 39
Earnings before Income Taxes.... 180 5) 175 83 ( 3) 80
(Provision) Benefit for Income
TaXeS...oiieerieeenieeins (72) 2(b) (70) (33) 1(b) (32)
Net Earnings..........cc........ $ 108 $ (3 % 105 $ 50 $ ( 2) $ 48
Primary Earnings Per Share...... $ 10.13 $ 1312 % 5.34 $ 7.10
Fully Diluted Earnings Per
Share......ccoeevveneennne $ 9.82 $ 1312 $ 5.13 $ 7.10
Weighted Average Shares
Outstanding:
Primary.......cccoceeveenne 10,655,886 8,026,045 9,307,834 6,744,667
Fully Diluted................... 11,026,045 8,026,045 9,744,667 6,744,667

The accompanying notes are an integral part oktpes forma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

ASSETS
ADJUSTMENTS
HISTORICAL  (NOTE 3) PRO FORMA
(DOLLARS IN MILLIONS )
Current Assets:
Cash and cash equivalents............c...c....... $ 127 $ (60)(a) $ 67
Marketable securities..... . . 33 -- 33
Receivables, net.........cccoccvveeviiinneenne 336 -- 336
Costs and earnings in excess of billings on uncom pleted contracts... 95 - 95
Investment in construction joint ventures........ L. 113 -- 113
Deferred income taxes........ccooovvvvvccceee 69 (2)(b) 67
Other e e 34 1(c) 35
Total Current ASSetS.......ccceeeviiuveeeennne 807 (61) 746
Property, Plant and Equipment, net................. 201 -- 201
Investments 87 -- 87
Other Assets 22 -- 22
$ 1,117 $ (61) $ 1,056
LIABILITIES A ND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable...............cccceeevreennnn. 173 $ 3(d) $ 176
Accrued costs and billings in excess of revenue o
CONLraCtS.....cooiviiiiiieeeeee e 180 -- 180
Accrued insurance costs... 85 -- 85
Other.....ccooiiieee e 45 -- 45
Total Current Liabilities...................... 483 3 486
Long-term Debt, less current portion............... 16 (10)(e) 6
Other Liabilities...........cccooeveiriiieeinnnns 59 -- 59
Stockholders' Equity:
(Class C shares outstanding; historical 10,093,63 5, pro forma
9,030,468)
CoOMMON EQUILY....cceviiiiiiiiiiiiiiieeeeeeees e 572 (60)(a) 518
(2)(b)
1(c)
(3)(d)
10(e)
Foreign currency adjustment........cccccceeeeee. s (6) - (6)
Unrealized holding gain (10SS)......ccccoeeeeees ) - ©)
Total Stockholders' EQUItY.......ccocveeeeees s 559 (54) 505
$ 1,117 $ (61) $ 1,056

The accompanying notes are an integral part ofgtiforma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET

Current Assets:
Cash and cash equivalents...............c........
Marketable securities..... .
Receivables, net.........cccoccvveeviiinneenne
Costs and earnings in excess of billings on uncom
Investment in construction joint ventures........
Deferred income taxes.........cccccovecvvveeenne

Total Current AsSets.......ccocvvveeveeeeennn.
Property, Plant and Equipment, net.................
Investments

LIABILITIES A
Current Liabilities:
Accounts payable...........cccocviiiiiiinnnnnn.
Accrued costs and billings in excess of revenue o
CONLFACES. ..eeeviieiiiie e
Accrued insurance costs...

Total Current Liabilities......................
Long-term Debt, less current portion...............
Other Liabilities...........cccooveininieeinnns
Stockholders' Equity:
Class C shares outstanding; historical 10,093,635
7,530,468
CommonN equUItY.........ceeeveeinviiiiieieeeenen.

Foreign currency adjustment......................
Unrealized holding gain (10SS).........c.........

Total Stockholders' Equity.....................

(UNAUDITED)

JUNE 30, 1997

ASSETS

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C SCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

ADJUSTMENTS

HISTORICAL (NOTE 3)

(D

$ 127

OLLARS IN MILLIONS

$ (120)(a)

95 -

(2)(b)
1(c)

ND STOCKHOLDERS' EQUITY

173 $ 3(d)
180 -
85 -
45 -
""" 183 3
16 (10)(e)
59 -
; pro forma
................... 572 (120)(a)
(2)(b)
1(c)
(3)(d)
10(e)
................... (6) -
................... (@) -
................... 559 (114)
$ 1117 s (121)
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS
1. BASIS OF REPORTING

The accompanying pro forma condensed financiatstants of Kiewit Construction & Mining Group (thEdmpany") are presented based
upon the historical financial statements and thesithereto of the Kiewit Construction & Mining Gipas adjusted to give effect to certain
elements of the Transaction. The pro forma inforomeassumes, in two separate scenarios, that llibm{iScenario 1) and 3 million
(Scenario 2) shares of Class C Stock are exchainghd 1997 Conversion Period. The PKS Board maidd to 3 million the number of
shares that can be converted during the 1997 CsiovePeriod.

If the number of shares of Class C Stock convedtathg the 1997 Conversion Period is less thanQ,(8D, the equity on the balance she:
the Construction Group would be greater than teatdbed in Scenario 1. This difference would beereined by calculating the product of
(i) 1,500,000 less the number of shares converiedig the current Class C Stock price of $40.@0 ghare. In addition, the Construction
Group would also have some combination of more eashless debt in an amount equal to that descebede and the earnings per share of
the Construction Group would decrease from thatvshio Scenario 1 of the pro forma presentation. figieimpact of the favorable
combination of increased income and/or reducedastexpense attributable to the smaller numbepno¥ersions would be more than offset
by the increased number of shares assumed to b&anding in the pro forma presentation.

If the number of shares of Class C Stock convedtethg the 1997 Conversion Period is greater th&A@,000 but less than the 3,000,000
share Conversion Cap established by the PKS Btadquity on the balance sheet would be reducadeawel below that described in
Scenario 1 but above that described in Scenafi®.reduction in equity would be equal to the pretdbf (i) the number of shares converted
less 1,500,000 and (i) the current Class C Stodef $40.00 per share. In addition, the ConsimadGroup would also have some
combination of less cash and additional debt iamount equal to that described above and the emrpier share of the Construction Group
would increase from that shown in Scenario 1 ofgfeeforma presentation, but not above that refléah Scenario 2 of the pro forma
presentation. The net impact of the unfavorablehination of decreased income and/or increaseddst@&xpense attributable to the larger
number of conversions would be more than offsehlkydecreased number of shares assumed to benalitsfén the pro forma presentation.

Such pro forma financial statements should be ireadnjunction with the separate historical finatctatements and the notes thereto of
Kiewit Construction & Mining Group, included elseaie herein. Such pro forma financial statementsiat@ecessarily indicative of the
future results of operations or financial position.

Completion of the Transaction has been assumed &s lof June 30, 1997 in the pro forma condendedid®sheet and as of December 31,
1995 and December 29, 1996, in the pro forma cosetbatatements of earnings for the year ended Dmre?8, 1996 and the six months
ended June 30, 1997, respectively.

The significant accounting policies followed by & Construction & Mining Group, described in thetes to the historical financial
statements included elsewhere herein, have beenmugeeparing the accompanying pro forma condefisadcial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)
2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS

As described in Note 1, the historical statemehtsaonings for the Company have been adjustedvi® gffect to certain elements of the
Transaction. The adjustments made in preparatitheo€ompany's pro forma statements of earningdeseribed below:

(a) Adjustments made to reflect the reduction teri@st income from the use of cash and cash eguitsapaid to Peter Kiewit Sons', Inc. ug
exchange of 1.5 million shares of Class C Stoak @lass D Stock in Scenario 1 and 3 million shafeéSlass C Stock into Class D Stock in
Scenario 2. The interest rate used to calculatesithection in interest income approximates the ayerrate earned by the Company during
periods.

As of December 30, 1995, December 29, 1996 and 30nE997 the Construction Group had enough cadltash equivalents, exclusive of
operating requirements, to fund the conversionsrdfore, the potential borrowings have not beelectfd in the Pro Forma Financial
Statements. The Construction Group has reflectigteease in interest income from the use of thdsto pay the conversions. The Group
does not believe that the difference between tkeéraein interest income and the interest expesse@ated with potential borrowings would
be material.

(b) Adjustments made to reflect tax effect of thexae adjustments.

(c) No adjustment has been made for the decreanteiest expense due to the assumed conversiBtas$ C Convertible Debentures into
Class C Stock as the adjustment is not significant.

3. BALANCE SHEET PRO FORMA ADJUSTMENTS

As described in Note 1, the historical balance shethe Company has been adjusted to give eftecettain elements of the Transaction. '
adjustments made in preparation of the Compang'éguma condensed balance sheet are described :below

(a) Adjustments made to reflect the decrease ih aad cash equivalents as the result of the exehah.5 million shares (Scenario 1) and 3
million shares (Scenario 2) of Class C Stock atlilvee 30, 1997 Class C Stock Price of $40.00 mmesh

(b) Adjustments to record the accrual of certaimested United States Federal income taxes expégted incurred as a result of the
Transaction.

(c) Adjustment to reflect the tax effect of adjustm(d) below.

(d) Adjustments made to record the accrual of aedatimated expenses, including costs for the @lanaClass C Shareholders of $1 million,
the modification of the conversion terms of the Bratores of $1 million, and legal and other profesal fees of $1 million, incurred as a
result of the Transaction. The majority of the lezyad professional fees are expected to be chagaithst earnings in 1997, with the
remainder in 1998, as the services are performlee .cdsts associated with arrangements for the Ganatbckholders and the Debenture
holders, which primarily include interest-free Isawill be recorded in the periods in which the dfén of these arrangements are provided.

(e) Adjustments made to reflect conversion of Clag3onvertible Debentures to Class C Stock.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)
4. EARNINGS PER SHARE

Primary and fully diluted earnings per share of own stock have been computed using the weightedigeeumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities.
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APPENDIX A
BUSINESS OF PKS HOLDINGS

CONSTRUCTION OPERATIONS

The Construction Group's business is conductedokyating subsidiaries of KCG, which is a directoliyrowned subsidiary of PKS. Prior to
the Share Exchange, PKS will contribute all of ¢hpital stock of KCG to PKS Holdings, and KCG wai#icome a wholly owned subsidiary
PKS Holdings. Immediately following the Transacti®KS Holdings will be renamed "Peter Kiewit Soirs,."

The Construction Group and its joint ventures panfeonstruction services for a broad range of pudotid private customers primarily in the
United States and Canada. PKS Holdings contractdsaduring 1996 were distributed among the follaydonstruction markets:
transportation (including highways, bridges, aitpprailroads, and mass transit)--45%, dams aretvess--17%, commercial buildings--
16%, sewage and waste disposal--12%, power, haatng--4%, water supply--2%, and mining-- 2%. Fiogl information about the
Construction Group's foreign and domestic operatisrtontained in Note 12 to the Construction Gi®tipancial statements.

The Construction Group primarily performs its seed as a general contractor. As a general contrdiceoConstruction Group is responsible
for the overall direction and management of cortsion projects and for completion of each contra@tccordance with terms, plans, and
specifications. The Construction Group plans am@dales the projects, procures materials, hiregeveras needed, and awards subcontracts
The Construction Group generally requires perforreaamd payment bonds or other assurances of apehtiapability and financial capac
from its subcontractors.

CONTRACT TYPES. The Construction Group performgiastruction work under various types of contraictsluding fixed unit or lump-
sum price, guaranteed maximum price, and cost-ngigatole contracts. Contracts are either compéitiviel and awarded or negotiated. The
Construction Group's public contracts generallyjate for the payment of a fixed price for the wedeformed. Profit on a fixed-price
contract is realized on the difference betweerctmract price and the actual cost of constructionl the contractor bears the risk that it may
not be able to perform all the work for the spedfamount. Construction contracts generally profaderogress payments as work is
completed, with a retainage to be paid when perdmgs is substantially complete. Construction catgrequently contain penalties or
liquidated damages for late completion and infrediygorovide bonuses for early completion.

GOVERNMENT CONTRACTS. Public contracts accounted®®% of the combined prices of contracts awardetié Construction Group
during 1996. Most of these contracts were awargegolvernment and quasi-government units under fptazk contracts after competitive
bidding. Most public contracts are subject to teration at the election of the government. In thentwf termination, the contractor is entit
to receive the contract price on completed work @ayiment of termination related costs.

BACKLOG. At the end of 1996, the Construction Grdwgnl backlog (anticipated revenue from uncompletedracts) of $2.3 billion, an
increase from $2.0 billion at the end of 1995. Gfrent backlog, $700 million is not expected tccbenpleted during 1997. In 1996 the
Construction Group was low bidder on 284 jobs wattal contract prices of $1.8 billion, an averageegof $6.4 million per job. There were
15 new projects with contract prices over $25 williaccounting for 45% of the successful bid volume

COMPETITION. A contractor's competitive positionbiased primarily on its prices for constructiorvgars and its reputation for quality,
timeliness, experience, and financial strength. Mlaekets served by the Construction Group are ctitiveeand require substantial resources.
The construction industry is highly competitive dadks firms with dominant market power. In 1996 ENEERING NEWS RECORD, a
construction trade publication, ranked the ConsibandGroup as the 9th largest U.S. contractor imseof 1995 revenue and 11th largest in
terms of 1995 contract awards. It ranked the Canstm Group first
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in the transportation market and first in the heawgstruction category, in terms of 1995 revenue U.S. Department of Commerce reports
that the total value of construction put in placd 996 was $569 billion. The Construction Group'S.Uevenues for the same period were
$2.0 billion, or 0.4% of the total domestic market.

JOINT VENTURES. The Construction Group frequentiyess into joint ventures to allocate efficientipertise and resources among the
venturers and to spread risks associated withqodati projects. In most joint ventures, if one weat is financially unable to bear its share of
expenses, the other venturers may be requiredytthpae costs. The Construction Group prefers tasithe sponsor of its joint ventures.
sponsor generally provides the project managemyidyerity of venturer-provided personnel, and actimg and other administrative support
services. The joint venture generally reimbursessionsor for such personnel and services on giatsgbbasis. The sponsor is generally
allocated a majority of the venture's profits anskkes and usually has a controlling vote in joartture decision making. In 1996 the
Construction Group derived 75% of its joint venttggenue from sponsored joint ventures and 25% fromsponsored joint ventures. The
Construction Group's share of joint venture reveseeounted for 30% of its 1996 total revenue.

DEMAND. The volume and profitability of the Consttion Group's construction work depends to a sigguift extent upon the general state
of the economies of the United States and Canaxdbthe volume of work available to contractors.ciliating demand cycles are typical of
the industry, and such cycles determine to a laxgent the degree of competition for available get§. The Construction Group's
construction operations could be adversely affebieldbor stoppages or shortages, adverse weathditions, shortages of supplies, or
governmental action. The volume of available goweznt work is affected by budgetary and politicatgiderations. A significant decrease in
the amount of new government contracts, for whatezesons, would have a material adverse effett@iConstruction Group.

LOCATIONS. The Construction Group structures itastouction operations around 19 principal operatifiges located throughout the U.S.
and Canada, with headquarters in Omaha, Nebrabkaugh its decentralized system of managemenCtmstruction Group has been abl
quickly respond to changes in the local marketghatend of 1996, the Construction Group had ctipesjects in 32 states and 6 provinces.
The Construction Group also participates in thestroration of geothermal power plants in the Philigs and Indonesia.

PROPERTIES. The Construction Group has 19 distffates, of which 15 are in owned facilities andifare leased. The Construction Gr
owns or leases numerous shops, equipment yardagstéacilities, warehouses, and construction rredtguarries. Since construction proje
are inherently temporary and location-specific, @mnstruction Group owns approximately 800 portalffiees, shops, and transport trailers.
The Construction Group has a large equipment fieefiding approximately 3,000 trucks, pickups, @audomobiles, and 1,500 heavy
construction vehicles, such as graders, scrapacg&hbes, and cranes.

MASS. ELECTRIC CONSTRUCTION CO. On July 1, 1997¢#it Construction Company ("KCC") increased its evship interest in ME
Holding Inc. from 49% to 80%. ME Holding Inc. owab of the outstanding shares of Mass. Electric Saction Co., a national electric
contracting firm. KCC purchased certain shares feonindividual shareholder for $4.6 million. In aitwh, ME Holding Inc. paid $22.7
million in redemption of shares held by individyad$fectively contracting the net worth of the camp.

MINING AND MATERIALS OPERATIONS

Several of the Construction Group subsidiariesngrily in Arizona and Oregon, produce constructimaterials, including ready-mix
concrete, asphalt, sand and gravel. The Constru@ioup also has quarrying operations in New Mexgied Wyoming, which produce
landscaping materials and railroad
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ballast. Kiewit Mining Group, Inc., a subsidiarythin the Construction Group, provides mine manag#rservices to Kiewit Coal Properti
Inc., a subsidiary within the Diversified Group.

OAK MOUNTAIN ENERGY L.L.C. Effective February 18997, Kiewit Alabama Mining Company (a wholly ownsabsidiary of Kiewit
Mining Group Inc.) ("Kiewit Alabama") and Simba Gxo, Inc. (a subsidiary of Anker Coal Group, In€Sifnba") formed Shelby Energy
Group, L.L.C. ("Shelby"). Kiewit Alabama contribat&10 million for its interest in Shelby. Kiewit &bama and Simba hold equal interes
Shelby, which in turn holds a 94% interest in Oatuvitain Energy L.L.C. ("Oak Mountain"). Oak Moumtawns and operates an
underground coal mine near Pelham, Alabama, whicltipally serves Alabama Power Company.

EMPLOYEES

As of December 31, 1996, the Construction Groupleyegl approximately 11,700 employees.
PROPERTIES

The Construction Group considers its propertidset@dequate for its present and foreseeable reggiirs.
LEGAL PROCEEDINGS OF THE CONSTRUCTION GROUP

The Construction Group is party to many pendinglggoceedings. It is not believed that any resgltiabilities for legal proceedings,
beyond amounts reserved, will materially affectfihancial condition, future results of operationsfuture cash flows of the Construction
Group.
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APPENDIX B
BUSINESS OF DIVERSIFIED HOLDINGS

The Diversified Group engages in the informatiorviees, telecommunications, coal mining and endmgginesses, through ownership of
operating subsidiaries, joint venture investments @avnership of substantial positions in public pamies. The Diversified Group's
information business is conducted through PKSISindther businesses are conducted through sabgisliof KDG. For the 1996 fiscal ye
the Diversified Group had revenues of $652 milliofthose revenues, 6% were attributable to itsrmftion services business, 56% were
attributable to its telecommunications businesgiltgi effect to the consolidation of C-TEC's revesjueand 36% were attributable to its coal
mining business. In 1996, the Diversified Group wid have significant revenues attributable t@itsrgy business because revenues from
CalEnergy ($576 million in 1996), the Joint Ventleergy Projects and Northern Electric plc areauotsolidated with those of the
Diversified Group. Financial information about tBeversified Group's foreign and domestic operatiand industry segments is contained in
Note 16 to the Diversified Group's financial stagerts, which are part of Exhibit 99.B to Forir-K of Peter Kiewit Sons', Inc. which is
incorporated by reference herein.

COAL MINING

KDG is engaged in coal mining through its subsigi®&CP. KCP has a 50% interest in three mines, whie operated by KCP. Decker Coal
Company ("Decker") is a joint venture with Westétimerals, Inc., a subsidiary of The RTZ CorporatRIrC. Black Butte Coal Company
("Black Butte") is a joint venture with Bitter Cle€oal Company, a subsidiary of Union Pacific Reses Group Inc. Walnut Creek Mining
Company ("Walnut Creek") is a general partnership whillips Coal Company, a subsidiary of Phillipetroleum Company. The Decker
Mine is located in southeastern Montana, the BBiugtte Mine is in southwestern Wyoming, and the Waldreek Mine is in east-central
Texas.

PRODUCTION AND DISTRIBUTION. The coal mines use thaface mining method. During surface mining opens, topsoil is removed
and stored for later use in land reclamation. Aféenoval of topsoil, overburden in varying thickses is stripped from above coal seams.
Stripping operations are usually conducted by meaferge, earth-moving machines called draglinedyy fleets of trucks, scrapers and
power shovels. The exposed coal is fractured bstibig and is loaded into haul trucks or onto ovetlaonveyors for transportation to
processing and loading facilities. Coal delivergddil from Decker originates on the Burlington wern Railroad. Coal delivered by rail
from Black Butte originates on the Union PacifidlRead. Coal is also hauled by trucks from BlacktBuo the nearby Jim Bridger Power
Plant. Coal is delivered by trucks from Walnut Gréethe adjacent facilities of the Texas-New Mexitower Company.

CUSTOMERS. The coal is sold primarily to electrtdities, which burn coal in order to produce ste@mngenerate electricity. Approximately
92% of sales are made under long-term contractsttenremainder are made on the spot market. Appearly 80%, 80%, and 71% of
KCP's revenues in 1996, 1995, and 1994, respegtimelre derived from long-term contracts with Conmwealth Edison Company (with
Decker and Black Butte) and The Detroit Edison Canyp(with Decker). The primary customer of Walnue€k is the Texas-New Mexico
Power Company.

CONTRACTS. Customers enter into long-term contrémtsoal primarily to secure a reliable sourcesofply at a predictable price. KCP's
major long-term contracts have remaining termsiranffom 1 to 31 years. A majority of KCP's loterm contracts provide for periodic pri
adjustments. The price is typically adjusted thiotlie use of various indices for items such as nadde supplies, and labor. Other portion:
the price are adjusted for changes in productigegaroyalties, and changes in cost due to newsl&gin or regulation, and in most cases,
such cost items are directly passed through tadistomer as incurred. In most cases the prices@sajusted based on the heating content of
the coal. These long-term contracts are not subjesarly termination or cancellation by customeithout cause.

Decker has a sales contract with Detroit Edison @amyg which provides for the delivery of a minimufm@ million tons of low sulphur coal
during the period 1997 through 2005, with annugbrslents ranging from 5.2 million tons in 1997 t@ illion tons in 2005



KCP and its mining ventures have entered into wariEgreements with Commonwealth Edison Companynfif@onwealth™) which stipulate
delivery and payment terms for the sale of coak @greements as amended provide for delivery oiidi@n tons during the period 1997
through 2014, with annual shipments ranging froérillion tons to 13.1 million tons. These delivesiinclude 20 million tons of coal
reserves previously sold to Commonwealth. Since818% amended contract between Commonwealth saak Butte provides that
Commonwealth's delivery commitments will be sagidfinot with coal produced from the Black Butte eyibut with coal purchased from
three unaffiliated mines in the Powder River BadiWyoming. The contract amendment allows Blackt8t purchase alternate source coal
at a price below its production costs, and to plasost savings through to Commonwealth while ta@iimg the profit margins available
under the original contract.

The contract between Walnut Creek and Texas-Newiddexower Company provides for delivery of betwd@rand 90 million tons of coal
during the period 1989 through 2027. The actua fmovided will depend on the number of power uodisstructed and operated by TNP.
The maximum amount KCP is expecting to ship in amg year is between 1.6 and 3.2 million tons.

KCP also has other sales commitments, includingehwuith Sierra Pacific, Idaho Power, Solvay Mingr&lacific Power & Light, Minnesota
Power, and Mississippi Power, that provide fordievery of approximately 18 million tons througB(s.

COAL PRODUCTION. Coal production began at the DecBéack Butte, and Walnut Creek mines in 1972,9.%hd 1989, respectively.
KCP's share of coal mined in 1996 at the DeckeaaciBButte, and Walnut Creek mines was 5.5, 0.9,1a@ahnillion tons, respectively.

REVENUE. KCP's total revenue in 1996 was $234 orilliRevenue attributable to the Decker, Black Buatel Walnut Creek entities was
$113 million, $101 million, and $18 million, respizely.

Under a 1992 mine management agreement, KCP pagsstruction Group subsidiary an annual fee equa0#6 of KCP's adjusted
operating income. The fee in 1996 was $37 million.

BACKLOG. At the end of 1996, the backlog of coab®m sold under KCP's long-term contracts was apmpately $1.6 billion, based on
December 1996 market prices. Of this amount, $2llmis expected to be sold in 1997.

RESERVES. At the end of 1996, KCP's share of assigiwal reserves at Decker, Black Butte, and Walneek was 118, 40, and 32 million
tons, respectively. Of these amounts, KCP's sHaiteeacommitted reserves of Decker, Black Buttel ®Walnut Creek was 51.9, 3.6, and 23.8
million tons, respectively. Assigned reserves repne coal which can be mined using KCP's currentngipractices. Committed reserves
(excluding alternate source coal) represent KCRsimmum contractual amounts. These coal reserveatgs represent total proved and
probable reserves.

LEASES. The coal reserves and deposits of the naireebeld pursuant to leases with the federal guowent through the Bureau of Land
Management, with two state governments (Montanavdpdming), and with numerous private parties.

COMPETITION. The coal industry is highly competéiKCP competes not only with other domestic amdifm coal suppliers, some of
whom are larger and have greater capital resotheesKCP, but also with alternative methods of gatireg electricity and alternative energy
sources. In 1995, KCP's production represented bfdttal U.S. coal production. Demand for KCP'alds affected by economic, political
and regulatory factors. For example, recent "clsdhlaws may stimulate demand for low sulphur c#@@P's western coal reserves generally
have a low sulphur content (less than 1%) and ameiatly useful principally as fuel for coal-firesteam-electric generating units.

KCP's sales of its western coal, like sales byrotfestern coal producers, typically provide forigely to customers at the mine. A signific
portion of the customer's delivered cost of coatigbutable to transportation costs. Most ofdbal sold from KCP's western mines is
currently shipped by rail to utilities outside Mana and Wyoming. The Decker and Black Butte mimesach served by a
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single railroad. Many of their western coal comfoes are served by two railroads and such compstitostomers often benefit from lower
transportation costs because of competition betwaioads for coal hauling business. Other westeal producers, particularly those in the
Powder River Basin of Wyoming, have lower strippmagos (I.E., the amount of overburden that mastémoved in proportion to the
amount of minable coal) than the Black Butte andk2e mines, often resulting in lower comparativets®f production. As a result, KCP's
production costs per ton of coal at the Black Batid Decker mines can be as much as four andifiastgreater than production costs of
certain competitors. KCP's production cost disathge has contributed to its agreement to amendnitsterm contract with Commonwealth
Edison Company to provide for delivery of coal fraiternate source mines rather than from BlackéBigecause of these cost disadvant:
KCP does not expect that it will be able to entéo iong-term coal purchase contracts for Black@&and Decker production as the current
long-term contracts expire. In addition, these distdvantages may adversely affect KCP's abiityompete for spot sales in the future.

ENVIRONMENTAL REGULATION. PKS is required to complyith various federal, state and local laws andil&gpns concerning
protection of the environment. KCP's share of ledamation expenses in 1996 was $5 million. KGR&re of accrued estimated reclame
costs was $99 million at the end of 1996. PKS dumg®xpect to make significant capital expenditdogsnvironmental compliance in 1997.
PKS believes its compliance with environmental @ctibn and land restoration laws will not affestébmpetitive position since its
competitors in the mining industry are similarlyemted by such laws.

CALENERGY COMPANY, INC.

CalEnergy develops, owns, and operates electrieppvoduction facilities, particularly those usiggothermal resources, in the United
States, the Philippines, and Indonesia. In Decerh®®6, CalEnergy and KDG acquired Northern Eleqilis an English electric utility
company. CalEnergy is a Delaware corporation formel®71 and has its headquarters in Omaha, Nedbr&HkEnergy common stock is
traded on the New York, Pacific, and London StogkHlanges. In 1996, CalEnergy had revenue of $5f®mand net income of $92
million. At the end of 1996, CalEnergy had totadets of $5.7 billion, debt of $3.0 billion, anddtbolders' equity of $881 million.

KIEWIT'S SHARE. At the end of 1996, KDG owned apfrately 30% of the common stock of CalEnergy. Urgkmerally accepted
accounting principles, an investor owning betwe@¥2nd 50% of a company's equity, generally usesduity method. Under the equity
method, KDG reports its proportionate share of @algy's earnings, even though it has received videtids from CalEnergy. KDG keeps
track of the carrying value of its CalEnergy invasht. "Carrying value" is the purchase price ofithestment, plus the investor's
proportionate share of the investee's earnings tlessamortized portion of goodwill, less any derds paid. KDG purchased most of its
CalEnergy shares at a premium over the book vdl@aliEnergy's underlying net assets. This premitlihbe amortized over a period of 20
years. The current carrying value of KDG's CalEgaigares is $292 millior

AGREEMENT TO SELL CALENERGY INVESTMENT AND INTERESS IN JOINT VENTURE ENERGY PROJECTS. On September
10, 1997, KDG entered into the CalEnergy Agreemetiit CalEnergy. Under the CalEnergy Agreement, @algy agreed to acquire KDG's
entire ownership interest in the Joint Venture Bpd?rojects and to repurchase KDG's entire owngiisitérest in CalEnergy's common stc

KDG's current ownership interest in CalEnergy casgs 20,231,065 shares of common stock (includibéls options to acquire 1,000,000
shares of common stock) which represent approxigna@o of CalEnergy's outstanding common stock. Jbiat Venture Energy Projects
are comprised of the following interests in eacthef projects which KDG jointly owns with CalEnerdlge 45% interest in the Mahanagdc
project, the 35% interest in the Casecnan projeet47% interest in the Dieng project, the 44%ridein the Patuha project, the 30% interest
in the Bali project and the 30% interest in CE EiedJK plc (the parent of Northern Electric pl¢). addition, KDG has agreed to transfer its
50% interests in
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all of the other power project opportunities depeld under the international joint venture agreemétiit CalEnergy.

The CalEnergy Agreement provides that CalEnerglypay $1,155,000,000 for KDG's ownership interésthe Joint Venture Energy

Projects and the CalEnergy common stock (subjecgtimin upward or downward adjustments not to edc&?0 million). The CalEnergy
Agreement also provides that KDG will generally @ano funding obligations with respect to the JManture Energy Projects after Augus
1997. The acquisition has an outside closing dbkebruary 20, 1998 and the CalEnergy Agreementadas no express closing conditions,
although CalEnergy has the right to terminate thi=Gergy Agreement upon the occurrence of certairket events. If either party

terminates the CalEnergy Agreement as a resultboéach by the other party of its representatias@granties, covenants or agreements undet
the CalEnergy Agreement, then the breaching paust pay the other party a termination fee of $5iani

Concurrently with the execution of the CalEnergyr@ement, CalEnergy and KDG executed a Confidetytjéitandstill, and Noncompetition
Agreement (the "CSN Agreement") which will termia@dtthe CalEnergy Agreement were to be terminaté@ CSN Agreement provides
that for the period commencing on the date of thiEE@ergy Agreement and ending three years fronddte of the Closing of the Acquisitic
subject to exceptions provided therein, neither K an affiliate of KDG shall, through subsidiarier affiliates, participate in the
ownership, management, operation or control oflarsiness that engages in the operation, developsgmply or distribution of electrical
power anywhere in the world, or engages in anyrtass or activity that, through subsidiaries ofiatfes, competes with any business or
activity presently engaged in by CalEnergy. In &ddij for the period commencing on the date of@la¢Energy Agreement and ending five
years from the date of the closing of the acquisjitKDG shall not, and shall cause its affiliates to, among other things, unless and t
KDG receives the prior written invitation or appabwf a majority of directors of CalEnergy, dirgedr indirectly (i) acquire, agree to acquire
or make any proposal to acquire any securitiesabEQergy or any of its subsidiaries, (ii) seek mmse, or, as to any of the following
occurring prior to the closing under the CalEneAgyeement, unless approved by a majority of theeturdirectors of CalEngery (excluding
KDG's designees), vote in favor of, any merger sotidation, business combination, tender or exchaffgr, sale or purchase of assets or
securities, dissolution, liquidation, restructuringcapitalization or similar transactions of oratving CalEnergy or any of its subsidiaries, or
(iiif) otherwise act, alone or in concert with othelo seek to control or influence, in any mantier,management, board of directors or pol
of CalEnergy or any of its subsidiaries.

ACQUISITIONS. In the last two years, CalEnergy haade three significant acquisitions, in additiorthte recent $1.3 billion acquisition of
Northern Electric plc (described below). In Janub®95, CalEnergy acquired Magma Power Company (&, a publicly traded Unite
States independent power producer, for approxim&@58 million. The Magma acquisition, combinedm@alEnergy's previously existing
assets, made CalEnergy the largest independeriieyawl! power producer in the world today (base€aliEnergy's estimate of electric
generating capacity in operation and under contstmic In April 1996, CalEnergy completed the buyt-for approximately $70 million of its
partner's interests in four electric generatingnidan Southern California. In August 1996, CalEyeacquired Falcon Seaboard Resources,
Inc. for approximately $226 million, thereby acduidr significant ownership in three natural gasdirdectric cogeneration facilities located in
New York, Texas and Pennsylvania and a relatedrgasmission pipeline

POWER GENERATION PROJECTS. Power generation féedliare measured in terms of megawatts (MW) oélesitric generating
capacity. Most of CalEnergy's facilities are co-edrand CalEnergy's fractional ownership interesthmexpressed in terms of MWs.
CalEnergy has projects in three stages: operat{@nal managed by CalEnergy), under constructiod fimanced), and developmental (with
executed and awarded power sales contracts). Qajfeowns (i) 1,527 MW in 21 operating facilitiestvi3,510 MW of
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capacity, (i) 131 MW in 4 projects under constioit with 335 MW of capacity and (iii) 676 MW ind:velopment stage projects, with 1,
MW of capacity.

OPERATIONS--U.S. GEOTHERMAL PLANTS. CalEnergy opsaseveral geothermal power plants in SoutherifioBah, three in the
Coso area and eight in the Imperial Valley. Callggdras ownership interests of 46%, 48%, and 508bdrthree Coso plants. Following the
1996 acquisition of the remaining 50% interestfour Imperial Valley projects for $70 million, Cal&rgy is now the full owner of the eight
Imperial Valley projects. Operations of the Sal®ea Unit IV in the Imperial Valley began in 1996lldwing completion of construction.

These twelve geothermal plants have certain comfeatnres. CalEnergy is the operator of each pkath plant has a long-term contract to
supply electric power to Southern California Edi€ompany ("Edison”). The agreements provide fohlmatpacity payments and energy
payments for a term of between 20 and 30 yearsnBtine first ten years, energy payments are basetpre-set schedule. Thereafter, while
the basis for the capacity payment remains the sdmaeequired energy payment is Edison's thereatipublished "avoided cost of energy"
as determined by the California Public Utility Comsion. The initial ten-year periods expire begngnin 1996 for the first unit of the first
plant. CalEnergy cannot predict the likely leveEafison's avoided cost of energy prices at theratipn of the fixed-price periods, but it is
currently substantially below the current energges under CalEnergy's contracts.

CalEnergy also owns and operates two geothermahtipg plants, one each in Utah and Nevada.

OPERATIONS--U.S. GAS-FIRED PLANTS. In August 1996élEnergy completed the acquisition of Falcon SeabBa&sources, Inc.,
including its ownership interest in three operatyag-fired cogeneration plants located in New Ydikxas and Pennsylvania and a related
natural gas pipeline, also located in New York,darash purchase price of $226 million. The thegeoeration facilities total 520 MW in
capacity and sell power under long-term power pasehagreements. CalEnergy also owns and oper&@&M&V gas-fired cogeneration
facility in Yuma, Arizona.

OPERATIONS--PHILIPPINES GEOTHERMAL.

UPPER MAHIAO. Construction of the Upper Mahiao ajwas completed in June 1996. The project operabmpany is receiving full
capacity payments under the "take or pay" provisioithe contract pending completion by the natiposaver company of a full transmission
line.

In 1994, construction began on the Upper Mahiageletoa 119 gross MW geothermal project on theiftiile island of Leyte. The project
was built by and is owned and operated by CE Cednti@rmal Power Company, Inc. ("CE Cebu"), a Ppitip corporation owned by
CalEnergy. The project will sell 100% of its capggan a "take-or-pay" basis to PNOC-Energy DeveleptiCorporation ("PNOC"), which
will in turn sell the power to the National Poweororation of the Philippines ("NPC"), for distriimn to the island of Cebu, located 40 m
west of Leyte. NPC is the government-owned androtiatl corporation that is the primary supplieretdctricity in the Philippines. The
project was started by Magma, prior to its acquisiby CalEnergy. KDG has no separate ownershgrést in this project and the
Construction Group was not involved in construction

The total project cost was $218 million. A consamiiof international banks provided approximatelg&million in project-financed
construction loans, supported by political riskuirece from the Export-Import Bank of the Unitedt&6 ("Ex-Im Bank"). The construction
loan is expected to be converted to a term loamptly after NPC completes the full capacity transsion line, which is expected to occur in
late 1997. The largest portion of the term loantif@r project will also be provided by Ex-Im BanlkalEnergy's equity contribution to the
project is $56 million. Subject to the pledge d firoject company's stock to the lenders, CalEnkagyarranged for political risk insuranct
its equity investment through Overseas Privatedtment Corporation ("OPIC"). The financing is ctéialized by all the assets of the proj
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Under the terms of an energy conversion agreentteat'ECA"), executed in September 1993, CE Cebliomih and operate the project for
ten years, after which the facility will be transtel to PNOC at no cost. The project is locatethad provided by PNOC at no cost. CE Cebu
will take geothermal steam and fluid, also provitlgd®NOC at no cost, and convert its thermal enargyelectrical energy to be sold to
PNOC on a "take-or-pay" basis. Specifically, PNOK e obligated to pay for the electric capaciyen if PNOC is unable to accept
delivery of the electricity. PNOC will pay to CE Rea capacity fee (which, at the plant's desigracigy is approximately 95% of total
contract revenues) and an energy fee based onettteiaty actually delivered to PNOC (approximat&Rs of total contract revenues). The
capacity fee serves to recover the capital costiseoproject, to recover fixed operating costs, #ncbver return on investment. The energy
fee is designed to cover all variable operating maghtenance costs of the power plant. Paymentsruhd ECA will be denominated in U.S.
dollars, or computed in U.S. dollars and paid idlippine pesos at the then-current exchange ratem for the energy fee, which will be
used to pay Philippine peso-denominated expenggsfi§ant portions of the fees will be indexedUWdS. and Philippine inflation rates.
PNOC's obligations are supported by the Philipgioeernment through a performance undertaking.

MALITBOG. In 1994, CalEnergy started constructidrttte Malitbog Project, a 216 net MW geothermaljpcbconsisting of three 72 net
MW units, located on the island of Leyte. The pebje being built, and will be owned and operatgd/isayas Geothermal Power Company
("VGPC"), which is wholly owned by CalEnergy. Uhibf the Malitbog facility was "deemed complete” B}NOC in July 1996, meaning that
construction of the first 72 net MW unit was contptéon time but the required transmission line na@tscompleted and provided to VGPC.
During deemed completion, PNOC is required to pang, in fact has been paying, capacity fees undettétke or pay" provisions of the
contract. VGPC is selling 100% of its capacity abstantially the same basis as described abowbdddpper Mahiao Project to PNOC,
which will in turn sell the power to NPC. This peof was started by Magma, prior to its acquisiigrCalEnergy. KDG has no separate
ownership interest in this project and the CongimncGroup has not participated in construction.

The Malitbog Project has a total project cost giragimately $280 million, including interest duriegnstruction and project contingency
costs. A consortium of international banks and ORd&€e provided a total of $210 million of constiantand term loan facilities, the $135
million international bank portion of which is sugped by political risk insurance from OPIC. CalExgs equity contribution to VGPC was
$70 million. CalEnergy's equity participation isveoed by political risk insurance from OPIC.

Units Il and Il of the Malitbog Project are beingnstructed by Sumitomo Corporation, of Japan,yamtsto a fixed-price, date-certain,
turnkey supply and construction contract. Commémgi@ration of Units Il and 11l are scheduled torooence in July 1997. The Malitbog
ECA is similar to the Upper Mahiao ECA describedwh All facilities (Units I, Il, and I11) will betransferred to PNOC ten years after
commercial operations begin on Unit IIl.

OPERATIONS--ENGLAND.
See discussion under heading "International Endxigythern Electric Acquisition" below.
CONSTRUCTION--PHILIPPINES AND INDONESIA.
See discussion of the Mahanagdong, Casecnan, a&nd Projects under the heading "International Eyfeloglow.

GEOTHERMAL POWER PRODUCTION PROCESS. Until 1996 thajority of CalEnergy's projects were geothermpnajects. The

following is a summary of the geothermal power picttbn process. First, the developer locates sigitgbothermal resources, drills test w
secures permits, negotiates long-term power castwith an electric utility, and arranges financiSgcond, the project is constructed. Third,
the facility is operated and maintained. Projegereies from the sale of electricity are appliedgerating costs, rent or royalties, and
principal and interest payments on debt incurrecéguisition and
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construction costs. Geothermal resources suitabledmmercial extraction require an undergrouncewedservoir heated to high
temperatures. Production wells are drilled to reéeihe heated fluid under high pressure. Wellsiswally located within one or two miles of
the power plant. From well heads, fluid flows thgbwipelines to a series of separators wheresigf@rated into water, brine, and steam. The
steam is passed through a turbine which drivesiargéor to generate electricity. Once the steanphased through the turbine, it is then
cooled and condensed back into water which iseetaf through wells back into the geothermal resernder proper conditions, the
geothermal power is a renewable energy source,miitimal emissions compared to fossil fuel powenps. The utilization of geothermal
power is preferred by certain governments in otdeninimize the import (E.G., the Philippines),maximize the export (E.G., Indonesia) of
hydrocarbons. Geothermal power facilities preseettlpy federal tax benefits and favorable utilégulatory treatment in the United States.

INTERNATIONAL ENERGY

KDG is an investor with CalEnergy in power projeictshe Philippines and Indonesia and in an electtility company in England. In each
case, KDG has a direct equity interest and alsefiisrindirectly as a 30% stockholder in CalEnergy.

KDG and CalEnergy have a joint venture agreemegarding international energy projects. If both K CalEnergy agree to participati
a project, they will share equally development s@std equity required for financing the project. &project by project basis, CalEnergy will
be the development manager, managing partner apbjact operator. The agreement expires in 2001.

On September 10, 1997, KDG entered into the Caliynagreement pursuant to which KDG has agreedltas€alEnergy all of its interes
in CalEnergy, the Joint Venture Energy Projectsitiiern Electric plc and the Joint Venture. See diEbergy Company, Inc."

MAHANAGDONG. In 1994 construction began on the Mahagdong Project, a 165 gross MW geothermal prajedche Philippine island of
Leyte. The project will be built, owned and opedalty CE Luzon Geothermal Power Company, Inc. ("C&dn"), a Philippine corporation

that during construction is owned 50% by CalEneaggt 50% by KDG. After construction, another indiasttompany has an option to buy
to a 10% financial interest in CE Luzon. The projstl sell 100% of its capacity on a "take-pay" basis to PNOC, which will in turn sell t
power to NPC, for distribution to the island of tey

The total project cost is $320 million, includimgerest during construction, project contingencste@and a debt service reserve fund. The
capital structure consists of a project financingstruction and term loan of $240 million providgdOPIC, Exkm Bank, and a consortium
international banks, and approximately $80 milliorequity contributions. KDG and CalEnergy must makjuity contributions of $40 millic
each. KDG and CalEnergy have arranged for politislinsurance on their equity investments throQgHC. Political risk insurance from
Ex-Im Bank has been obtained for the commerciadées The financing is collateralized by all of #Hesets of the project. The project was
constructed by the Construction Group under fixedep date-certain, turnkey supply and constructiontracts. Construction was completed
during the first half of 1997 and during "deemedptetion” the project is being paid capacity payteamder the "take or pay" provisions of
its contract.
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The terms of an energy conversion agreement (tB&\"Eare substantially similar to those of the Uppahiao ECA, described above. The
ECA provides for an approximately three-year cargion period and a ten-year operations periodhétend of the operations period, the
facility will be transferred to PNOC at no costl Af PNOC's obligations under the Mahanagdong E@?Asapported by the Philippine
government through a performance undertaking. Bipacity fees are expected to be approximately 9f7@dta revenues at the design
capacity levels and the energy fees are expected &pproximately 3% of total revenues.

CASECNAN. In November 1995, CE Casecnan Water aretdy Company, Inc., a Philippine corporation ("C&secnan") started
construction on a combined irrigation and 150 gid¥g hydroelectric power generation project (the $€enan Project”) located in the cen
part of the Philippine island of Luzon. The projedfl include diversion structures in the Casecaad Denip Rivers that will divert water ir

a 14 mile long tunnel. The tunnel will transfer thater from the Casecnan and Denip Rivers intdPdrtabangan Reservoir for irrigation and
hydroelectric use in the Central Luzon area. Anangtbund powerhouse at the end of the water tumitidhouse a power plant with 150 MW
capacity. A two mile long tailrace tunnel will dedir water from the water tunnel and the new powesbdo the Pantabangan Reservoir.

The project is being developed under a projectaagemt between CE Casecnan and the National lwig&tdministration ("NIA").

CalEnergy and KDG have minimum and maximum ownersiterests in CE Casecnan of 35% to 50% each.dther Stockholders, who

have no financial commitments and will not part&tgin construction or operations, may receiver@stis of as much as 15% each, depending
on projected returns from the project.

In connection with financing the project, CE Casatissued bonds in the aggregate amount of $37ibménd received equity contributions
of $62 million each from KDG and CalEnergy. KDGalwlds $20 million of the project bonds. Under pheject agreement, CE Casecnan
developed, financed, and is constructing the ptajeer an originally estimated approximate four+yeanstruction period, and will thereafter
own and operate the project for a 20-year operataniod. During the operating period, NIA is obligd to accept all deliveries of water and
energy, and NIA will pay the CE Casecnan a guaeghtee for the delivery of water and a guaranteeddr the delivery of electricity,
regardless of the amount of water or electricityialty delivered. In addition, NIA will pay a feerfall electricity delivered in excess of a
threshold amount. NIA will sell the electric eneliggpurchases to NPC. All fees to be paid by NIAC#E Casecnan are payable in U.S. doll
The guaranteed fees for the delivery of water aredgy are expected to provide approximately 709 BfCasecnan's revenues. At the end of
the 20-year period, the project will be transfert@dNIA and NPC for no additional considerationam”as is" basis. The Philippine
government has provided a performance undertakidgruwhich NIA's obligations under the project agnent are guaranteed by the full
faith and credit of the Philippine government.

The Casecnan Project was being constructed pursuarfixed-price, date-certain, turnkey construtitontract (the "Hanbo Contract") on a
joint and several basis by Hanbo Corporation ("Héhbnd Hanbo Engineering and Construction Co., (tdECC"), both of which ar

South Korean corporations. As of May 7, 1997, CEe€aan terminated the Hanbo Contract due to defaylHanbo and HECC including
the insolvency of each such company. CE Casecraneghinto a new turnkey engineering, procuremadtanstruction contract to compl
the construction of the Casecnan project (the "&sgyhent Contract"). The work under the Replacer@entract will be conducted by a
consortium of contractors and subcontractors irno&iemens A.G., Sulzer Hydro Ltd., Black & Veatnid Colenco Power Engineering
Ltd. and will be headed by Cooperativa Muratori @atisi CMC di Ravenna and Impressa Pizzarottie &@a, (collectively, the
"Replacement Contractor").

In connection with the Hanbo Contract terminatida Casecnan tendered a certificate of drawing te&diirst Bank ("KFB") under the
irrevocable standby letter of credit issued by K&Bsecurity under the Hanbo Contract to pay famgetransition costs and other presently
ascertainable damages under the
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Hanbo Contract. As a result of KFB's dishonor &f thaw request, CE Casecnan filed an action in Netk State Court. That Court granted
CE Casecnan's request for a temporary restraimitgy oequiring KFB to deposit $79,329,000 the amaifrhe requested draw, in an interest
bearing account with an independent financial inttin in the United States. KFB appealed this gridet the appellate court denied KFB's
appeal and on May 19, 1997, KFB transferred fundhé amount of $79,329,000 to a segregated New Nank account pursuant to the
Court order. In August, the Court granted summadginent in CE Casecnan's favor, ruling that KFB Wwezhgfully dishonored the draw but
KFB has appealed this ruling.

On August 6, 1997, CE Casecnan announced thas iskaed a notice to proceed to the Replacemerttgbor. The Replacement Contractor
was already on site and is expected to immedi&élly mobilize and commence engineering, procurenaem construction work on the
Casecnan Project. The receipt of the letter ofitfedds from KFB remains essential and CE Caseevilicontinue to press KFB to honor
clear obligations under the letter of credit angosue Hanbo and KDB for any additional damagissngr out of their actions to date.

DIENG, PATUHA AND BALI. The Dieng, Patuha and Baliojects in Indonesia represent ongoing, phasetiwelopment and construction
programs through the year 2000 of 1,200 MW undaetregt, to be brought into commercial operatioraanodular basis as the steam fields
are concurrently drilled and developed. On Junel22y, CalEnergy announced that its special-purpuobsidiary, CE Indonesia Funding
Corp., entered into a $400 million revolving creditility (which is nonrecourse to the Companyjit@nce the development and construction
of the geothermal power facilities at the DiengiulRa and Bali sites in Indonesia.

DIENG. Pursuant to the Dieng Joint Operating Caritasd Energy Sales Contract, CalEnergy and KDénghto proceed on a modular basis
with construction of additional units to follow Dig Unit |, resulting in an aggregate first phaseaagacity at this site of 215 MW. It is
estimated that the total project cost of thesesunill be approximately $450 million. The next phas expected to expand the total capaci
400 MW. The cost of the full Dieng Project is esibed to approximate $1 billion.

PATUHA. CalEnergy and KDG are also co-developirgeathermal power plant in the Patuha geothermial fireJava, Indonesia (the
"Patuha Project") pursuant to a joint operationtast and an energy sales contract, each of whinbains terms substantially similar to those
described above for the Dieng Project. Patuha Patwakeiintends to proceed on a modular basis sindldhe Dieng Project, with an aggregate
capacity of up to 400 MW. The total cost of theuPat Project is estimated to be approximately $iohil

BALI. CalEnergy, KDG and PT Panutan Group, an Irefian consortium of energy, oil, gas and mining ganies, have formed a joint
venture to pursue the development of geothermablress in Bali (the"Bali Project”). The PT Panu@mup is entitled to contribute up to
40% of the total equity and obtain up to 40% ofnieé profit of the Bali Project. The project compateveloping the Bali Project has exect
both a joint operation contract and an energy saafract with terms similar to those at Dieng &aduha. Bali Energy Ltd. intends to proc
on a modular basis similar to the Dieng Projecthwain aggregate capacity of up to 400 MW. It isnested that the total cost of the Bali
Project will be approximately $1 billion.

IJEN. The ljen Project is a new 400 MW developnmofect with the same ownership structure as tHeMaject. The joint operation
contract, energy sales contract and major permaiteotly are being negotiated.

RECENT INDONESIAN GOVERNMENTAL ANNOUNCEMENT REGARING POWER PROJECTS IN INDONESIA. On September 20,
1997, a Presidential Decree was issued in Indongiaiding for government action to the effecttthia order to address certain recent
fluctuations in the value of the Indonesian curkerice start-up
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dates for a number of private power projects wdndd(i) continued according to their initial schidl(because construction process was
underway), (ii) postponed as to their start-up sl@ecause they are not yet in progress) until@oémnconditions have recovered, or (iii)
reviewed with a view to being continued, postpoaedescheduled, depending on the status of thageqts. In the Decree, Dieng Units 1, 2
and 3 are approved to continue according to théial schedule; Patuha Unit 1 and Bali Units 1 &rate to receive further review to
determine whether or not they should be continneattordance with their initial schedule; and RAlits 3 and 4, Patuha Units 2, 3 and 4
and Dieng Unit 4 are to be postponed for an unfipdgperiod. In this regard, it should be noted ttentracts and government undertakings
for the Dieng, Patuha and Bali projects do nothsirtterms permit such delays by the governmenttlaaiopolitical risk insurance coverage
for its Indonesian projects has been obtained. blage since the Decree was issued, officials inGbgernment of Indonesia have confirmed
that the Indonesian government intends to fullydrats contractual obligations and does not intenainpact the schedule of any projects for
which financing has already been arranged or orchwbonstruction related or well drilling work hdssady commenced, and since Patuha
Unit 2 and all projects in the "future review caigg' meet one or both of those standards, CalEnangyKDG believe that the schedule for
these projects should not be delayed. CalEnerg&r@ do not believe that any delay in the "postptireategory of projects will have a
material adverse effect on its planned operatioriedonesia, since all but one of these units wetescheduled to commence construction
until after 1998. CalEnergy and KDG believe thaateg Indonesia's demonstrated need for power arehipphasis on diversifying fuel sour
and maintaining sufficient amounts of oil for exparojects are significantly advantaged by thedligenous geothermal fuel source and will
all proceed. However, until further informatiommade available by the Indonesian government witpeet to the projects that are under
review or postponed, no assurance can be giversticatwill be the case.

NORTHERN ELECTRIC ACQUISITION. In the fall of 199€alEnergy and KDG took the first steps toward exdag their internatione
power businesses beyond the power generation lasstheough a tender offer for Northern Electric ipjcCE Electric UK plc, which is 70%
owned by CalEnergy and 30% owned by KDG. In DeceambBE Electric acquired majority ownership of Nath Electric. The total amount
expected to be paid for all Northern Electric'srebas approximately $1.32 billion. CE Electric egfs to acquire all the shares by the end of
March 1997. As of March 1997, CalEnergy and KDGehmade equity contributions to CE Electric of $4dilion and $176 million,
respectively. The remaining funds necessary to ¢etephe acquisition will be provided under a tdoan and revolving credit facility.

Northern Electric is one of the twelve regionalotfieity companies created by the privatizatiorihef electricity industry in the Unite
Kingdom in 1990. Since the regional electric conipanvere privatized, all but one has been acquiyecbmpanies, primarily from the
United States, attracted both by the regional Béist business and the strategic opportunity tdipigpate in a deregulated electricity market
in advance of the coming deregulation of the eleitgrdistribution markets in the United States avarldwide. Northern Electric is primarily
engaged in the distribution and supply of eledfyiai its authorized franchise area in northeasjl&mnd. The area covers 5,560 square miles
with a population of 3.2 million people. The hedfice is at Newcastle upon Tyne. For its fiscaliyeaded March 1996, Northern Electric
had net assets of $432 million (L276 million) armEkating revenue of $1.4 billion (L902 million).

As noted above, CalEnergy and KDG expect to learohmthrough Northern Electric about deregulatedgrawarkets. Northern Electric
provides expertise in supply, distribution, and keting in such markets. These capabilities may igpCalEnergy and KDG with an early
competitive advantage in preparing for electricigregulation in the United States and foreign ntarkehe acquisition further diversifies
CalEnergy and KDG's energy businesses in termscatibn, type, risks, and earnings streams.
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C-TEC CORPORATION

C-TEC is a diversified international telecommunigas and high technology company with intereste®aal telephone, long-distance
telephone, cable television, and engineering anthzenications services. C-TEC is a Pennsylvaniaaratfpn and has its headquarters in
Princeton, New Jersey. C-TEC common stock is tragethe Nasdag National Market and the Class BkS&quoted on Nasdag and traded
over the counter. In 1996 C-TEC had revenue of $8#ifon, EBITDA (earnings before, interest, taxdgpreciation and amortization) of
$134 million, and net income of $8 million. At yeand 1996, C-TEC had total assets of $917 milliong-term debt of $205 million, and
common stockholders' equity of $377 million. Theefoperating divisions of C-TEC and their 1996 rewes are: C-TEC Cable Systems
($160 million), Commonwealth Telephone Company @&8llion), Commonwealth Long Distance ($35 milljp@€ommonwealth
Communications ($29 million), and RCN Telecom Seesi ($4 million). On September 30, 1997, C-TEC deted a tax-free restructuring
that divided C-TEC into three public companies. Se€-TEC Restructuring."

KIEWIT'S SHARE. In 1993 KDG purchased a controllingerest in C-TEC. Through a subsidiary, KDG ow2%6 of the outstanding shares
of C-TEC common stock and 66% of the C-TEC Clas®®mon stock. Holders of common stock are entitbeoine vote per share; holders
of Class B stock are entitled to 15 votes per sHeB&s thus owns 48% of the outstanding sharesisbenmtitled to 62% of the available votes.
Since KDG has voting control, KDG must consolidat&d EC within its financial statements. On KDG'sdyade sheet, each asset and liability
of C-TEC is added to the similar items for the ®KDG. The 52% of C-TEC that it does not ownubsacted as a single item ("minority
interest") on KDG's balance sheet. KDG keeps tod¢ke carrying value of its C-TEC investment. "arg value” is the purchase price of
shares plus the investor's proportionate shareeoifvestee's earnings less the amortized porfignadwill less any dividends paid. KDG's
investment in C-TEC has a carrying value of $35Bioni. The 1996 year-end public market value of KBG3.3 million shares of C-TEC (at
$23 5/8 per share of common and Class B stock)$8a5 million.

C-TEC CABLE SYSTEMS. C-TEC Cable Systems is a ctddlevision operator with cable television systéatated in New York, New
Jersey, Michigan, and Pennsylvania. The companys@md operates cable television systems servin@@38&ustomers and is the majority
owner and manager of cable television systems avitadditional 40,000 customers, ranking it amogidip 25 multiple system operators in
the United States. The company must periodicakk senewal of franchise agreements from local gawent authorities. To date, all of
Cable Systems' franchises have been renewed ordexdegenerally at or prior to their stated expra and on acceptable terms. Compet
for the Cable Systems' services traditionally kase from providers of broadcast television, videwtals, and direct broadcast satellite
received on home dishes. Future competition is eepefrom telephone companies.

COMMONWEALTH TELEPHONE COMPANY. Commonwealth Telepte Company is a Pennsylvania public utility pravidlocal
telephone service to a 19 county, 5,067 squaregaitéce territory in Pennsylvania. The telephoompany services 240,000 main access
lines, an increase of 5.7% over 1995. The comp&swymovides network access, long distance, afiddpiind collection services to
interexchange carriers. The telephone companylsdmsscustomer base is diverse in size as welidastry, with very little concentration.
The ten largest business customers combined actmumily 2.3% of revenue, with the largest singlistomer accounting for only about
0.5%. The telephone company sought and was gratdatus as a rural telephone company with respebgtprovisions of the
Telecommunications Act of 1996. This status wifbad limited protection to the company's primarilyral customer base from a rapid
transition to local exchange competition. In Jagu#97, the Pennsylvania Public Telephone Commisapproved the company's "Petition
for Alternative Regulation and Network ModernizatiBlan," which will allow the company to move fraraditional rate of return regulation
to a price cap formula in return for a commitmenbétwork modernization.
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COMMONWEALTH LONG DISTANCE. Commonwealth Long Distee operates principally in Pennsylvania. The comgzegan

operations in 1990 by servicing the local servieaaf the Commonwealth Telephone Company. In H@P1993, sales offices were opened
in other areas of Pennsylvania. During 1996, threpamy continued statewide certification and isiftect now in 47 states. The company
provides switched services, is a reseller of séwgpas of services, and employs the networks wéis# long distance providers on a
wholesale basis.

COMMONWEALTH COMMUNICATIONS. Commonwealth Communitiens Inc. provides telecommunications engineesnd facilities
management services to large corporate clientpitads and universities throughout the Northeastémited States and sells, installs and
maintains PBX systems in Pennsylvania and New ye@emmonwealth Communications also provides cahtbdata network engineering
and project management of network constructions gnoup is being combined with Commonwealth TeleghGompany and will focus on
the Eastern Pennsylvania market.

RCN TELECOM SERVICES. RCN Telecom Services providesl and long distance telephone service, videgiramming and internet
access to households located in New York City aost@. RCN currently has 417 signed building aceggeements which represent 82,733
households located in high density housing suaoasps, condominiums and apartment complexes iBtston and New York markets.
RCN has 36,545 video programming customers, 2 8lé@hone customers and 58 Internet customers e tfaeo markets. RCN also has
4,474 video programming customers at the Universitpelaware.

RCN's New York system operates two cable progrargrd@livery systems: one that is fiber-based andtloaieuses a microwave network
acquired from Liberty Cable in New York in March@® The fiber-based customers are served by fasilif MFS. Telephone service in
New York is provisioned on the fit-based network and through the resale of the NYNEXvork.

RCN's Boston system operates primarily on a filsesell network obtained from MFS and provides bdépt®ne and cable programming
over this network. In December, RCN signed an ages# forming a joint venture with Boston Edison end/hich the joint venture will use
and expand upon Boston Edison's 200 mile fibercaptiwork to reach a market of approximately 650,6@stomers throughout the Greater
Boston area. The joint venture will offer bundletetommunications services.

RCN New York and the RCN Joint Venture with BosEdison were granted Open Video Systems certifindtiom the Federal
Communications Commission ("FCC") in February 198fis certification allows RCN to deliver video giees in New York City and
Boston based on the Telecommunications Act of 1B8@r to this certification, RCN offered video giees using MFS' network. RCN's
telephone service is regulated by the States of Mefk and Massachusetts and the FCC. In New Yo€d\Rs certified to provide
competitive local exchange services and to reselj distance services. In Massachusetts, RCN isteegd to offer local exchange carrier
services and to resell long distance. RCN alsah#zority from the FCC to offer international seevi

RCN is a competitor to the incumbent telephonecaaide television companies, primarily NYNEX, Timeawer Cable and Cablevision
Systems.

C-TEC INTERNATIONAL. In January 1995, C-TEC purckdsa 40% equity position in Megacable, S.A. de CMéxico's second largest
cable television operator, currently serving 178,80bscribers in 12 cities.

REGULATION. The Federal Telecommunications Act 8D6 (the "1996 Act") established a framework foredgilation of the
communications industry. The 1996 Act should stailgrowth and competition in virtually every compat of the communications
industry. The FCC and state regulators must wotklwispecific implementation process. Companiegparmitted to combine historically
separate lines of business into one, and provideotwed services in markets of their own choiceaddition, there will be relief from the
earnings restrictions and price controls that hgoxeerned the local telephone business for
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many years and were imposed on the cable industt992 by the Federal Cable Television ConsumeteBtion and Competition Act of

1992 (the "1992 Act"). The rate regulation prowsi®f the 1992 Act have not had a materially advefect on C-TEC's financial condition
and results of operations. With the passage o1 896 Act, all cable systems rates are deregulaedfective competition enters the franchise
area, or by March 31, 1999, whichever comes so@di=C anticipates that certain provisions of tB82 Act that do not relate to rate
regulation, such as the provisions relating toaregmission consent and customer service standaitbseduce future operating margins.

C-TEC RESTRUCTURING. On September 30, 1997, C-TB@meted a tax-free restructuring that divided GZTiBto three public
companies: C-TEC, which changed its name to "Conweaith Telephone Enterprises, Inc.," RCN Corpomtinc. ("RCN") and Cable
Michigan, Inc.

Commonwealth Telephone Enterprises, Inc. ownsdhewing businesses:

Commonwealth Telephone Company (the rural locahamge carrier business); Commonwealth Communica{iii'e communications
engineering business); the Pennsylvania competitised exchange carrier business; and long distapeeations in certain areas of
Pennsylvania. RCN Corporation, Inc. ("RCN") owns fbllowing businesses: its competitive telecomroations services operations in New
York City and Boston; its cable television operatioan New York, New Jersey and Pennsylvania; i& 4fterest in Megacable S.A. de C.V,,
Mexico's second largest cable operator; and itg thstance operations (other than the operatiogsiitain areas of Pennsylvania). Cable
Michigan, Inc. owns and operates cable televisimtesns in the State of Michigan and owns a 62%éstén Mercom, Inc., a publicly held
Michigan cable television operator.

In connection with the restructuring, on August 2997, the Diversified Group converted 3,000,008ref of C-TEC Class B Stock into
3,000,000 shares of C-TEC Common Stock, pursuahietérticles of Incorporation of C-TEC, as amendgs a result of such conversion,
the Diversified Group owned 11,226,262 shares 3G Common Stock, representing 48.44% of the outtitg C-TEC Common Stock,
and 2,094,223 shares of C-TEC Class B Stock, reptieg) 48.60% of the outstanding C-TEC Class B s5t@eTEC Common Stock has one
vote per share and the C-TEC Class B Stock ha®tEs per share.

To effect the restructuring, C-TEC made a distitou{the "Distribution") on September 30, 1997 bissued and outstanding shares of
common stock of RCN ("RCN Common Stock"), and sdliied and outstanding shares of common stock déGéibhigan ("CM Common
Stock™), to holders of record of C-TEC Common Staoki C-TEC Class B Stock as of the close of businasSeptember 19, 1997 (the
"Record Date") on the basis of one share of RCN @omStock for every share of C-TEC Common Stock-GiEC Class B Stock held of
record on the Record Date and one share of CM CanBtack for every four shares of C-TEC Common Starc€-TEC Class B Stock held
of record on the Record Date. By vote of its shaledrs on October 1, 1997, C-TEC approved a rewstmse split, whereby every three
shares of C-TEC Common Stock, and every three sludr@-TEC Common Stock issued and outstandind bbalombined into validly
issued, fully paid and nonassessable shares of Ca@nmon Stock and every three shares Class B &sg&d and outstanding shall be
combined into two validly issued, fully paid andiagsessable shares of C-TEC Class B Stock. OdatstCTEC shareholders approved
amendment of its Articles of Incorporation for fh@rpose of changing its hame to "Commonwealth Telap Enterprise, Inc."

As a result of these transactions, the Diversi@é&dup now holds 13,320,485 shares of RCN CommookS®)330,121 shares of CM
Common Stock, and 8,880,323 shares of Commonwe@aléphone Enterprises Common Stock. In each dasawhership represents
approximately 48.5% of the company's outstandingroon stock.

The board of directors of C-TEC concluded thatdisgributions were in the best interests of theaeashalders because the distributions will,
among other things, (i) permit C-TEC to raise ficiag to fund the development of the RCN businesmore advantageous economic terms
than the other
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alternatives available, (ii) facilitate possibléute acquisitions and joint venture investment&RIBN and Cable Michigan and possible future
offerings by RCN, (iii) allow the management of k@ompany to focus attention and financial res@iareits respective business and permit
each company to offer employees incentives thatreme directly linked to the performance of itspestive business, (iv) facilitate the abil

of each company to grow in both size and profitahiand (v) permit investors and the financial k&s to better understand and evaluate C-
TEC's various businesses.

PKS INFORMATION SERVICES, INC.

PKS Information Services, Inc. ("PKSIS"), is a fsdirvice information technology company which pde& computer operations outsourcing
and systems integration services in the U.S. anobhab PKSIS offers custom-tailored computer outsiogrservices. PKSIS' technology
expertise encompasses all computing environmeorts fnainframes to client/server platforms. PKSI® @ovides network and systems
integration and network management services faouarcomputers platforms. In addition, PKSIS depsJamplements and supports
applications software. PKSIS' strategy is to foonsssisting its customers in migrating from closechputing and networking environments
to TCP/IP network platforms accessed using Web beosv

PKSIS provides its outsourcing services to cli¢héd desire to focus their resources on core beset rather than expending capital and
incurring overhead costs to operate their own cdamgienvironment. PKSIS believes that it is abletitize its expertise and experience, as
well as operating efficiencies, to provide its muicing customers with levels of service equalrtbetter than those achievable by the
customer itself, while at the same time reducirggdhstomer's cost for such services. This sersipaiiticularly useful for those customers
moving from older computing platforms to more mad@&CP/IP-based client/server networks.

PKSIS' systems integration services help custoaiefine, develop and implement cost-effective infation services. In addition, through its
Systems Integration Group, PKSIS develops, implemand supports application software and assist®rers in converting source code to
modern computing platforms, particularly TCP/IP{gled networking.

PKSIS, through its Suite 2000-SM- line of serviga®yvides customers with a mufihased service for converting programs and apicac
that date-related information is accurately proedsnd stored before and after the year 2000. Bhrthe process of converting a customer's
legacy software for year 2000 compliance, PKSI&big to provide further insight and advice to fertetream-line and improve the
customer's information systems.

PKSIS has established a software engineeringtfpailithe National Technology Park in Limerick,léned, to undertake large scale
development projects, system conversions, and @slaicturing and software re-engineering. PKSISdigo established relationships with
domestic and international partners to provide aatlvities.

PKSIS' subsidiary, LexiBridge Corporation of Shelt€onnecticut, provides customers with a combamatif workbench tools and
methodology which provide a complete strategy fanverting mainframe-based application systemsiémttberver architecture, while
ensuring year 2000 compliance. In 1996, 91% of FK&venue was from external customers and theinderawas from affiliates.

SR91 TOLLROAD

KDG has invested $12 million for a 65% interes€Cialifornia Private Transportation Company, L.P.ethdeveloped, financed, and currently
operates the 91 Express Lanes, a ten mile, foerttallroad in Orange County, California. The fuliytomated highway uses an electronic toll
collection system and variable pricing to adju#istto demand. Capital costs at completion wered$th8lion, $110 million of which was
funded with limited recourse debt. Revenue coli@cteer the 35-year franchise period is used

B-14



for operating expenses, debt repayment, and ghstitibutions. The tollroad opened in December 1888 achieved operating break-even in
1996. Over 80,000 customers have registered ttheswllroad and weekday volumes exceed 26,00Qie=hper weekday.

UNITED INFRASTRUCTURE COMPANY

UIC is an equal partnership between Kiewit Infrasture Corp., a wholly owned subsidiary of KDG, @wethtel Infrastructure Enterprises,
Inc. UIC was formed in 1993 to develop North Amaridnfrastructure projects. During 1996, UIC betgmfocus primarily on water
infrastructure projects, principally through U.Sa&f, a partnership formed with United Utilities®la U.K. company. U.S. Water has
acquired the concession to operate facilities atiNBrunswick, New Jersey, and is actively pursisimgilar concessions nationwide. KDG
has invested $8 million through UIC in U.S. WateDG has also invested $3 million through UIC ingart Group International Inc. to
develop airport privatization projects.

KIEWIT MUTUAL FUND

Kiewit Mutual Fund, a registered investment compamgs formed in 1994. Initially formed to manageSPkternal investments, shares in
Kiewit Mutual Fund are now available for purchagettire general public. The Fund's investors curyenttiude individuals and unrelated
companies, as well as Kiewit-affiliated joint vergs, pension plans, and subsidiaries. Kiewit MuEwaid has six series: Money Market
Portfolio, Government Money Market Portfolio, Shddrm Government Portfolio, Intermediate-Term Bdétattfolio, Tax-Exempt Portfolio,
and the Equity Portfolio. In February 1997, the éFadlopted a master-feeder structure. Each of théoRas invests in a corresponding series
of the Kiewit Investment Trust, which now manades tinderlying securities holdings. The structuré aliow smaller mutual funds and
institutional investors to pool their assets witleit Investment Trust, providing lower expenseamfor all participants. The registered
investment adviser of Kiewit Investment Trust i®Wit Investment Management Corp., a subsidiary BEK60%) and the Construction
Group (40%). At the end of 1996, Kiewit Mutual Fumald net assets of $883 million.

OTHER

In February 1997, KDG purchased an office buildm@wurora, Colorado for $21 million. By investing feal estate, KDG defers taxes on a
portion of the $40 million of taxable gain othereiiecognizable with respect to the Whitney Bendifitgation settlement in 1995. KDG may
make additional real estate investments in 199/ witiew toward deferring the balance of that téxajain. KDG has also made investments
in several development-stage companies, but daesxpect earnings from these companies in 1997.

GENERAL INFORMATION

ENVIRONMENTAL PROTECTION. Compliance with federaktate, and local provisions regulating the discharfgmaterials into the
environment, or otherwise relating to the protatiid the environment, has not and is not expeadthte a material effect upon the capital
expenditures, earnings, or competitive positioRKE and its subsidiaries.

EMPLOYEES. As of December 31, 1996, the Diversifi@up employed approximately 370 employees.
PROPERTIES

Properties relating to KDG coal mining segmentdascribed as part of the general business desgripfithe coal mining business. The
properties of the energy generation and distrilusiegment are described as part of the generaldmassdescription of the CalEnergy and
International Energy
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projects. The properties of the telecommunicateegment include those of C-TEC's Commonwealth Telep Company (switching centers,
cables and wires connecting the telephone compmaity tustomers, and other telephone instrumertsgnipment), C-TEC Cable Systems
(head-end, distribution and subscriber equipmeami), various office and storage buildings. PKS atersiits properties to be adequate for the
present and foreseeable requirements of Diversifiédings.

LEGAL PROCEEDINGS

GENERAL. PKS and its subsidiaries are parties toynzending legal proceedings. Management belichatsainy resulting liabilities for leg
proceedings, beyond amounts reserved, will not nadlieaffect the financial condition, future resbf operations, or future cash flows of
Diversified Holdings.

ENVIRONMENTAL PROCEEDINGS. In a large number of peedings, PKS, its subsidiaries, or their prederesse among numerous
defendants who may be "potentially responsibleiggirtiable for the cleanup of hazardous substadegssited in landfills or other sites.
Management believes that any resulting liabilif@senvironmental legal proceedings, beyond amorggsrved, will not materially affect the
financial condition, future results of operationsfuture cash flows of Diversified Holdings.
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APPENDIX C
[Date of Proxy Statement/Joint Prospectus]

The Board of Directors
Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, NE 68131

Dear Gentlemen:

We have acted as financial advisor to Peter Ki8wits', Inc. ("PKS") in connection with the propogéath of reorganization (the
"Reorganization") under which: (i) the Board of &itors of PKS will require, subject to the satisifat of certain conditions, all holders of its
Class C Construction & Mining Group Restricted Redable Convertible Exchangeable Common Stock, alaev$.0625 per share ("Clas
Stock"), to exchange (the "Share Exchange") suahestfor shares of Common Stock, par value $.0%hpeme (the "Exchanged Shares"), of
PKS Holdings, Inc., a newly formed, direct, whadiyned subsidiary of PKS which will indirectly hoddl of the assets and liabilities of the
construction business of PKS; and (ii) prior to 8teare Exchange, PKS will declare a dividend offieignths of one share of a new class of
Class R Convertible Common Stock, par value $.0Xkpare (the "Class R Common Stock"), with respeetach then-outstanding share of
Class C Stock. The Class R Stock will be conveirteashares of Class D Diversified Group ConveetiBkchangeable Common Stock, par
value $.0625 per share ("Class D Stock") accorthrippe terms set forth in the Proxy Statement &sdd below). The eightenths of a shai

of Class R Common Stock will attach to the Exchan8kare which will be exchanged for such sharela$<C Stock in the Share Exchange.
In that connection, you have requested us to peoyall our opinion, from a financial point of vieas to the fairness of the Reorganization to
the stockholders of PKS, including both the Classt@kholders and the Class D Stockholders. Thedaeiation is described in detail in
the proxy statement/joint prospectus which willdeat to Class C Stockholders and Class D Stockimideonnection with the
Reorganization (the "Proxy Statement").

In arriving at our opinion, we have:

(i) reviewed the financial terms of the Reorgan@ats described in the Proxy Statement and theusagreements relating to the
Reorganization referred to in the Proxy Statement;

(i) analyzed certain historical business and faiahinformation relating to Kiewit Construction @rp ("KCG") and Kiewit Diversified
Group ("KDG"), including that contained in the PyoRtatement;

(iiif) conducted discussions with members of manag#mnf PKS, KCG and KDG with respect to the higtakiand current businesses and the
future prospects of KCG and KDG, the anticipatddatf of the Reorganization on the capital striegucash flows and operations of KCG
and KDG

(iv) reviewed public information as filed with tf8ecurities and Exchange Commission relating to S5 and KDG, including audited
financial statements;

(v) analyzed the PKS Consent Statement and Praspdated November 5, 1991; and
(vi) conducted such other financial studies, aredyand investigations as we deemed appropriate.

In connection with our review, we have assumedratidd upon, without assuming responsibility fodépendent verification, the accuracy
and completeness of all information reviewed bys.have also assumed, based upon the informatiahvad been provided to us and
without assuming responsibility for independentfieation thereof, that no material undisclosedontingent liability existed with respect to
PKS, KCG, or KDG



In addition, we have not made an independent etiafuar appraisal of the assets of KCG or KDG. Rert our opinion is based on econor
market and other conditions existing on the datiisfopinion.

Gleacher NatWest does not make a market, and ddgsesently intend to make a market, in any ofsheurities to be issued in the
Reorganization. This opinion does not represenbpirion as to the value of the securities of KO&DG following the consummation of
the Reorganization, or as to the prices at whidh securities may trade, when issued in connegtitinthe Reorganization or at any other
time.

We have assumed that the Reorganization will hlagdax consequences as described in the Proxyn&tate
Certain Gleacher NatWest professionals own in agagee30,000 shares of Class D Stock.
We are acting as financial advisor to PKS and reitieive a fee for our services.

Based upon and subject to the foregoing, it isomimion that as of the date hereof, the Reorgainizas fair to both Class C Stockholders and
Class D Stockholders from a financial point of viéur conclusions are based solely on informatiailable to us on the date of this letter.

Very truly yours,

GLEACHER NATWEST INC.
By:

James Goodwin Managing Director
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APPENDIX D
FORM OF RESTATED CERTIFICATE OF INCORPORATION
PKS Holdings, Inc., a corporation organized andtaxy under the laws of the State of Delaware, heoertifies as follows:

1. The name of the Corporation is PKS Holdings, Triee original Certificate of Incorporation of Pk®Idings, Inc. was filed with the
Secretary of State of Delaware on August , 1997.

2. Pursuant to Sections 242 and 245 of the Ge@engdoration Law of the State of Delaware, this Riest Certificate of Incorporation has
been duly authorized and adopted and restatesraedds the provisions of the Certificate of Incogiimm of this Corporation.

3. The text of the Certificate of Incorporatiorhisreby restated and amended to read in its entisetyllows:
ARTICLE FIRST
NAME
The name of the Corporation (which is hereinafééemred to as the "Corporation"), is:
PKS HOLDINGS, INC.
ARTICLE SECOND
DELAWARE OFFICE AND REGISTERED AGENT

The registered office of the Corporation in thet&tf Delaware is to be located at 1209 Oranges§tire the City of Wilmington, County of
New Castle. The name of its registered agent thésefhe Corporation Trust Company, and the addrEsaid registered agent is 12
Orange Street in said City, County and State.

ARTICLE THIRD
PURPOSES
The nature of the business or purposes to be ctentloc promoted is:
To engage in any lawful act or activity for whicbrporations may be organized under the Generaldzatipn Law of Delaware.
ARTICLE FOURTH
CAPITAL STOCK

The total number of shares of all classes of statich the Corporation shall have authority to issu£25,250,000 shares; of which 250,000
shares shall be Preferred Stock, with no par vadweshare, and of which 125,000,000 shares sh&loipemon Stock, with a par value of
$0.01 per share (the "Common Stock").

A description of the different classes of stock arstatement of the designations, powers, prefegmights, qualifications, limitations and
restrictions of each of said classes of stock afeliows:

I. PREFERRED STOCK

Subject to the limitations prescribed by Delawang &nd this Certificate of Incorporation, the Boafdirectors of the Corporation is
authorized to issue the Preferred Stock from tionénte in one or more series, each of such sasibate such powers, designations,
preferences and relative, participating, optiomadther rights, and such qualifications, limitatsoar restrictions thereof, as shall be detern
by the Board of Directors in a resolution or resiolus providing for the issuance of such Prefe@&atk;



provided, however, that no series of the PrefeBttk shall have any voting rights or be convegtibto shares of stock having any voting
rights.

[I. COMMON STOCK

(A) Dividends. After any dividend has been declaaed set aside for payment or paid on any seri®seferred Stock having a preference
over the Common Stock with respect to the paymedividends, the holders of the Common Stock sbaléntitled to receive out of the fui
legally available therefor, when, as and if dealdrg the Board of Directors. The payment of divideon the Common Stock shall be at the
sole discretion of the Board of Directors.

(B) Liguidation. Upon the liquidation, dissolutian winding up of the affairs of the Corporation,etther voluntary or involuntary, after there
shall have been paid or set apart for the holdeasiyp series of Preferred Stock having a preferewes the Common Stock with respect to
distributions upon liquidation the full amount tdigh they are entitled, the remaining assets availéor distribution to the Corporation's
stockholders shall be distributed to the Commonldtolders pro rata on the basis of the numbersoofif@on shares held by such
stockholders.

[ll. VOTING RIGHTS AND CHANGES IN CAPITAL STRUCTURE

(A) Voting Rights. Except as may otherwise be pdew by statute, the holders of the Common Stock skelusively possess voting power
for the election of directors and for other purgndbe holders of record of each share being edtit one vote for each share, and the holder:
of the Preferred Stock shall have no voting rigtusshall they be entitled to notice of meetingstotkholders.

(B) Changes in Capital Structure. The Corporat&serves the right to create new classes of stoekiminate classes of stock, to increase or
decrease the amount of authorized stock of ang daslasses, and to otherwise change the powesgrdations, preferences and relative,
participating, optional or other rights, and thealifications, limitations or restrictions of anyask or classes of stock by the affirmative vot
the holders of four-fifths of the Common Stock isdwand outstanding

ARTICLE FIFTH
DIRECTORS AND OFFICERS

(A)(1) Number, Quorum, Required Votes. The numbatiectors of the Corporation which shall congttthe whole Board of Directors st
at all times be not less than ten (10) nor mora fifeeen (15). Subject to such minimum and maxinlimitations, the number of directors
shall be fixed by, or in the manner provided ire Hy-laws. A majority of the whole Board of Dirergsshall constitute a quorum for the
transaction of business. Unless this Certificatlobrporation shall specifically require a votesofreater number, the affirmative vote of a
majority of the whole Board of Directors shall legjuired to constitute the act of the Board of Divex:

(2) Qualifications of Directors.

(a) No more than three (3) directors may be noidédirectors, and the balance must be inside trecas defined in this subparagraph (A)

).

(b) An "inside director" is a director who is eitreecurrent inside director or a former inside diog, as each of such terms is defined in this
subparagraph (A)(2).

(c) A "current inside director” is a director whpié a current Common stockholder of the Corporat(ii) is currently an officer of either (A)
the Corporation or (B) a Subsidiary which is enghgemarily in the construction, mining or matesi#lusinesses; and (iii) was continuously
employed by the Corporation, its predecessor, fopaeent corporation or such a Subsidiary for asteight (8) years before becoming a
director.
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(d) If a current inside director ceases to be aetuiinside director, such director may continusdove as a director so long as there is a
sufficient number of other inside directors so tihat limitation on non-inside directors requireddapparagraph (A)(2)(a) is satisfied.
However, if as a result of the change in such tmsstatus such non-inside director limitationubgobe exceeded, then such director shall
automatically be deemed to have resigned as ariccslage to be a director. The remaining direcsbia! thereupon act promptly to fill the
vacancy created by such resignation. Such a vacaagybe filled with a former inside director, adided in subparagraph (A)(2)(e) below
the director whose resignation created such vacqualifies as a former inside director pursuargubparagraph (A)(2)(e), such director may
be appointed to fill such vacancy.

(e) A "former inside director” is a person who:\ias at one time a current inside director; (ifved as an inside director for at least eight
(8) years; and (iii) is declared to be a formerdagirector by a majority vote of the directordding office at the time of such declaration.

(3) Nomination Procedures. The incumbent direcsbed] nominate a slate of directors for electiorath annual meeting of the stockholders
of the Corporation. In nominating such electioriedathe directors shall give due consideratiosetecting nominees from each of the
principal business segments represented by thatasiof the Corporation and its Subsidiaries.

(B) Cumulative Voting. At any election for direcsoevery holder of Common Stock entitled to votsuath election shall have the right to
vote, in person or by proxy, the number of shamesenl by him for as many persons as there are direttt be elected and for whose election
he has a right to vote, or to cumulate his votegitijng one candidate as many votes as the nunfltgrod directors multiplied by the number
of his shares shall equal, or by distributing sustes on the same principle among any number df sandidates.

(C) Officers. The Corporation shall have such @fficas the by-laws may provide, except, howevat,ttte Corporation shall have an officer
or officers who shall be empowered to sign instrote@nd stock certificates of the Corporation dralldave an officer who shall have the
duty to record the proceedings of stockholders'timge and meetings of the Board of Directors. @fficshall be chosen in such manner and
shall hold their offices for such terms as the &wd may prescribe or as shall be determined bdaed of Directors.

ARTICLE SIXTH
POWERS OF THE CORPORATION AND OF THE
DIRECTORS AND STOCKHOLDERS

The following provisions are inserted for the magragnt of the business and for the conduct of tfaérafof the Corporation, and in further
creation, definition, limitation and regulationthe powers of the Corporation, its directors andldolders:

(A) Indemnification.

(1) Fullest Extent Permitted by Law. The Corponatitnall indemnify each person who is or was a threofficer or Employee of the
Corporation (including the heirs, executors, adstmitors or estate of such person) or is or wasrggat the request of the Corporation as a
director, officer or employee of another corponatipartnership, joint venture, trust or other gorise to the fullest extent permitted under
subsections 145(a), (b), (c) and (e) of the Delavigeneral Corporation Law or any successor statute.

(2) Non-Exclusivity of Rights. The indemnificatigmovided by this paragraph (A) of ARTICLE SIXTH ¢haot be deemed exclusive of any
other rights to which any of those seeking inderoatfon or advancement of expenses may be entitie@r any by-law, agreement, vote of
shareholders or disinterested directors or othenvisth as to action in his official capacity asd@action in another capacity
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while holding such office, and shall continue as fgerson who has ceased to be a director, offitaployee or agent and shall inure to the
benefit of the heirs, executors and administrabduch a person.

(3) Repeal or Modification. Any repeal or modifiicat of paragraph (A) of this ARTICLE SIXTH by theoskholders of the Corporation shall
not adversely affect any right or protection ofireector, officer or Employee of the Corporationstixig at the time of such repeal or
modification.

(B) Powers of Board. In furtherance and not infation of the powers conferred by statute, the BadiDirectors is expressly authorized:
(1) By-Laws. To make, alter and repeal the by-lafvhe Corporation by affirmative vote of two-thirdf the whole Board of Directors;

(2) Mortgages, Liens, and Pledges. To authorizecande to be executed mortgages and liens ondharré personal property and pledges of
personal property of the Corporation without thgeas or vote of the stockholders;

(3) Payments. In its discretion to pay for any gty or rights acquired by the Corporation, eitivéolly or partly in money, stock, bonds,
debentures or other securities of the Corporation;

(4) Determination of Amount Constituting Capitab fix and determine from time to time what partloé consideration received by the
Corporation on any issue of stock without par valball constitute capital;

(5) Bonds, Debentures, and Other Obligations. Withloe assent or vote of the stockholders, to issumels, debentures, or other obligations
of the Corporation from time to time, without lingis to amount, for any of the objects or purpo$éiseoCorporation and if desired, to secure
the same or any part thereof by mortgage, pledsgd df trust or otherwise on any part or all opitsperty and to cause the Corporation to
guarantee bonds, debentures, notes, indebtednetiseorobligations of persons, firms and/or otreporations;

(6) Convertible Obligations. To create and issuligabions of the Corporation that shall confer upla holders or owners thereof the right to
convert the same into shares of stock of the Catfmr, and to fix the rate at which such obligasiomay be so converted and the period or
periods of time during which any such right of cersion shall exist, and any shares of stock issipet the conversion of any such
obligations shall be conclusively deemed to beyfphid stock and not liable to any further calbssessment, and the holder thereof shall not
be liable for any further payment in respect théreo

(7) Performance-Based Obligations. To create asukisbligations of the Corporation that shall coofeon the holders or owners thereof the
right to receive interests based in whole or irt ppon the financial performance of the Corporatomny part, division or subsidiary thereof,
and to fix the term, conditions for sale and repase, applicable performance standards, intereesairal such other conditions, rights and
restrictions for such obligations as it shall detiee;

(8) Inspections by Stockholders. To determine ftome to time whether and to what extent and at wiha¢s and places and under what
conditions and regulations the accounts and bobksecCorporation, or any of them, shall be opemspection of the stockholders; and no
stockholder shall have any right to inspect anyant or book or document of the Corporation, exespexpressly conferred by the laws of
the State of Delaware, unless and until authorszetb do by resolution of the Board of Directonsbg resolution of the Common
stockholders;

(9) Committees. By resolution or resolutions, pddsgan affirmative vote of two-thirds of the whdeard of Directors, to designate one or
more committees, each committee to consist of twoare of the directors of the Corporation, whiththe extent provided in said resolution
or resolutions, or in the by-laws of the Corpomatishall, to the extent permitted by Delaware Coapon Law, have and may
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exercise the powers of the Board of Directors arttanagement of the business and affairs of thpdZation, except the powers to amenc
by-laws, to declare dividends and to act contrargrty action previously undertaken by the BoarBioéctors, and may have power to
authorize the seal of the Corporation to be affitedll papers which may require it, said committeeommittees to have such name or
names as may be stated in the by-laws of the Catiparor as may be determined from time to timedsplution adopted by the Board of
Directors; and

(10) Additional Powers. The Corporation may inkiyslaws confer powers upon its Board of Directoraddition to the foregoing and in
addition to the powers and authorities expresshferoed upon it by statute.

(C) Limitations on Powers of Board. In limitatiofithose powers conferred by statute regarding tatters described in this paragraph (C),
the Board of Directors is authorized to act asofol:

(1) Substantial Acquisitions. To acquire for ther@wation any property, rights or privileges atlspeice and for such consideration and
generally upon such terms and conditions as ikthfit; provided, however, an affirmative vote wfa-thirds of the whole Board of Directors
shall be required for the Corporation to make astasttial acquisition not in the primary, ordinandaegular course of its business activities;
and provided further that for the purposes of #hisparagraph (1) "substantial acquisition" shathman acquisition (or a series of
acquisitions which, in light of the period of tiroger which they are effected and the intentionthefBoard of Directors in making them,
should be characterized for the purposes of tipatagraph (1) as a single acquisition) with agpfexcluding the amount of any assumed
obligation and any amount paid out of the proced#dsloan under the terms of either of which thedkr has recourse only against the ass
assets being acquired) in excess of ten (10%) peofehe total stockholders' equity of the Corpiiara, determined on a consolidated basis as
of the fiscal year end immediately preceding sudussition;

(2) Substantial Dispositions. To dispose of for @wporation any property, rights or privilegesacth price and for such consideration and
generally upon such terms and conditions as ik#hfit; provided, however, an affirmative vote wfa-thirds of the whole Board of Directors
shall be required for the Corporation to make sstausitial disposition not in the primary, ordinandaegular course of its business activities;
and provided that for the purpose of this subpanatg2) "substantial disposition" shall mean a asion (or a series of dispositions which,
in light of the period of time over which they affected and the intentions of the Board of Direxia making them, should be characterized
for the purposes of this subparagraph (2) as desdtigposition) with a price in excess of ten (1(Q%)cent of the total stockholders' equity of
the Corporation, determined on a consolidated lzesstH the fiscal year end immediately precedirghalisposition; provided further,
however, such sale or disposition shall not camstia sale or disposition of all or substantiallyohthe Corporation's property and assets, the
approval for which is hereinafter provided;

(3) Sale of All or Substantially All Assets. To lsétase or exchange all or substantially all & @orporation's property and assets, including
its good will and its corporate franchises, upochsierms and conditions and for such consideratiwhgh may be in whole or in part shares
of stock in, and/or other securities of, any ott@poration or corporations, as said Board of Daecshall deem expedient and in the best
interests of the Corporation, only when and asaizld by the affirmative vote of the holders ofifdifths of the Common Stock issued and
outstanding;

(4) Offers of Common Stock to Non-Employees. Teptb sell the Common Stock of the Corporationgmspns other than Employees of the
Corporation, in any manner, including but not lieitto a "public offering" within the meaning of thiaited States Securities Act of 1933, as
it may be amended from time to time, only when asduthorized by the affirmative vote of the haddefrfour-fifths of the Common Stock
issued and outstanding;
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(5) Change In Stock Price Formula. To change thadita for determining the Formula Value or the Coonns$hare Price, only when and as
authorized by the affirmative vote of the holdef$omir-fifths of the Common Stock issued and outdiag;

(6) Mergers and Consolidations. To merge or codat#i the Corporation with a corporation other ta&ubsidiary, only when and as
authorized by the affirmative vote of the holdef$omr-fifths of the Common Stock issued and outdiag; and

(7) Dissolution. To dissolve the Corporation, onllgen and as authorized by the affirmative voteneftiolders of four-fifths of the Common
Stock issued and outstanding.

(D) Stock Ownership and Transfer Restrictions. fidtlewing restrictions on the ownership and trangfethe Common Stock of the
Corporation are hereby imposed:

(1) Ownership Restrictions. All shares of Commoocgtsold by the Corporation shall be subject tepurchase agreement, the terms of
which shall be determined by the Board of Direct@véth the prior approval of the Board of Directanrsd subject to paragraph (D)(3),
Employees, fiduciaries for the benefit of the Enyele’'s spouse and/or children, corporations onerednd00%) percent owned by
Employees or Employees and their spouse and/airehil and fiduciaries for the benefit of such cogtions, charities and fiduciaries for
charities designated by any such persons shalidible to own Common Stock of the Corporation.

(2) Transfers to Charitable Organizations. The éadf the Common Stock may transfer such stotéteexempt charitable organizations
approved as such by the Internal Revenue Serviogided, that any such transfer shall be subjeetrepurchase agreement which provides,
in part, that said charitable owners shall agradmtransfer, assign, pledge, hypothecate, omratise dispose of such stock except in a sale to
the Corporation, and said charitable owners shahg time upon five (5) days' written notice aredréhnd by the Corporation sell such stock
to the Corporation. The Corporation shall be oltégato accept any offer made by the charitable osviteesell such stock to the Corporation.
The purchase price for the Common Stock shall bestiare Price. Payment of the purchase price lshatlade by the Corporation within

sixty (60) days of its acquiring of any such stoekthout interest.

(3) Transfer Restrictions On Common Stock.

(a) Sales to Corporation. The holders of CommomwiSshall not sell, transfer, assign, pledge, hypodte or otherwise dispose of such stock
except in a sale to the Corporation or in a transf@n authorized transferee approved by the BohRirectors pursuant to subparagraph (D)
(1) above or a transfer in accordance with subpapdg(D)(2) above. Holders of Common Stock maymttime on or prior to the 15th day
of any calendar month, offer to sell part or altleir Common Stock to the Corporation by delivgrihe certificate or certificates
representing such stock to the Corporation alorily iwritten notice offering such stock to the Guation. Such offer must be accepted by
the Corporation, and payment shall be made for startk within sixty (60) days after the receipsath stock and such written notice by the
Corporation, without interest. The rights of redeimp provided for in this subparagraph (D)(3)(a)daach other right of redemption of
Common Stock provided for in this Certificate ofdmporation, shall be subject to the requiremeat ko shares of any class shall be
redeemed, either at the option of the holder tHfeyeof the Corporation, unless after giving effexsuch redemption there remain outstan

at least 1,000 shares of stock of the Corporataing full voting power.

(b) Termination. Upon the termination of the empi@nt of any Employee with the Corporation for aegson other than death, the Emplc
or his authorized transferee shall sell and deliwserCommon Stock held by such Employee or hisaiznthd transferee to the Corporation
within ten (10) days after the date of a writtetieeofrom the Corporation to sell and deliver sstick (a "Repurchase Notice"). The
Corporation shall give such Repurchase Notice withe period commencing on the day of termination
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and ending on the 90th day after such terminaf@yment for such stock shall be made within si&8) days after the date of such
Repurchase Notice, without interest.

(c) Death. Upon the death of any Employee, theestaccessor or personal representative of sugiidyee or the authorized transferee of
such Employee shall sell and deliver the CommoriSpoeviously held by such Employee or held byaithorized transferee to the
Corporation within ten (10) days after the dat@ @iritten notice from the Corporation to sell amdiver such stock. The Corporation shall
give the notice to sell and deliver within the pdrcommencing on the day of death of such Emplayekending on the 180th day after said
death. Payment for such stock shall be made wiixiy (60) days after the date of said notice, withinterest. Upon the death of an
Employee holding stock of the Corporation on the dfghis death, the Employee's estate, succesgmereonal representative and any
authorized transferee of such deceased Employdehsiva the option to defer the purchase by thep@a@tion of its Common Stock to a date
or dates later than that provided for in this suageaph (D)(3) but prior to the January 10th nexiceeding the fiscal year during which the
Employee's death occurred.

(d) Ownership of Excessive Amount. Upon a detertionaby the Board of Directors that the amount off@non Stock held by an Employee
and/or his authorized transferee is excessiveaw waf the Corporation's policy that the level ofEamployee's stock ownership should reflect
certain factors, including but not limited to (it relative contribution of that Employee to thersamic performance of the Corporation, (ii)
the effort being put forth by such Employee, andiigrthe level of responsibility of such Employgbe Corporation shall have the option to
purchase from such Employee and/or his authorizetsteree an amount of Common Stock sufficienerehse the amount of such stock
owned by such Employee or his authorized transfeerem amount that the Board of Directors, in @esliscretion, believes is appropriate. In
the event that the Corporation elects to exertisedption, it shall give the Employee and/or hitsharized transferee written notice to that
effect and the Employee and/or his authorized femas shall sell and deliver the amount of sto@c#jed in such notice to the Corporation
within ten (10) days after the date of the notigigth payment to be made for such stock within si@§) days after the date of said notice,
without interest.

(e) Pledges. Notwithstanding anything containethis subparagraph (D)(3) to the contrary, an Engdomay pledge Common Stock for
loans in connection with the ownership of the Coagion's stock.

(f) Authorized Transferee. For purposes of thispswhgraph (D)(3), the term "authorized transfest®lll mean any stockholder permitted to
own stock of the Corporation pursuant to parag(@pfil) above.

(g) Failures to Meet Time Limits. No failure by therporation, a stockholder, an authorized traesfeor the estate, successor, or personal
representative of a stockholder to take any actitinin any time period prescribed by this subpaapbr(D)(3) shall render the Common
Stock of the Corporation transferable other thacaonformance with the provisions of this subparpgréD)(3) or preclude the Corporation
from exercising its right to purchase any suchlstoc

(4) Stock Price. The Corporation shall purchassetirany share of Common Stock for a price equéiéadCommon Share Price. The
consideration paid for such Common Stock shalhbeash or such other form as mutually agreed ugahédoCorporation and the Common
stockholder.

(5) Limitations On Amount of Ownership. No moretihtan (10%) percent of the shares of the CommookSssued and outstanding shall at
any time be owned of record, or voted, by or far dlacount of any one Employee as hereinbefore ibedci-or purposes of calculation of
said ten (10%) percent limitations Common StocthefCorporation owned by an Employee's spousejretmi| grandchildren, parents,
grandparents and spouses of such persons (coliggtan Employee's "family members"), fiduciaries the benefit of an Employee or his
family members, fiduciaries for charities
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designated by an Employee or his family memberd,aary entity which an Employee or his family mensbiesive created or control, directly
or indirectly, or in which an Employee or his faynihembers have a beneficial or reversionary intesésll be counted as being owned by
Employee. All calculations regarding the ten (1@#jcent limitation (including both the numeratodatenominator of the calculations) shall
be on a fully diluted basis (i.e., all stock thathe future will be issued upon the conversioamf then-issued and outstanding Convertible
Debentures of the Corporation shall be includethéncalculations). The ten (10%) percent limitasighall be calculated as of the 1st day of
January of each year, and any stockholder who amore Common Stock than the ten (10%) percent ltroitgpermits shall be so notified by
the Corporation and shall, at the stockholder'®apbe permitted to hold the excess stock undiriaxt succeeding January 1, and on or
before said January 1, the stockholder shall tagettion described in subparagraph (D)(6) bel@@y Sales of Excess Stock. In the event
any stockholder through his own action or the actbothers becomes an owner of more than ten (3@¥eent, as defined in subparagraph
(D)(5) above, of the Common Stock, he shall offethie Corporation, and the Corporation shall pusehaithin sixty (60) days of such offer,
at the price defined in subparagraph (D)(4) absueh amount of his stock that is in excess of &aid10%) percent limitation. In the event
that a stockholder shall fail to offer such stockhe Corporation within the period described ibmaragraph (D)(5) above, the Corporation
shall, within sixty (60) days following the end safch period, purchase such excess stock holdings.

(7) Termination of Certain Owners. Any stockholdenployee of the Corporation who owns two (2%) pet@e more of the Common Stock
issued and outstanding shall not be terminated gomloyment of the Corporation except by an afftiveavote of two-thirds of the whole
Board of Directors. The Board of Directors shaNéahe right to reduce said two (2%) percent reguént in the by-laws of the Corporation
to a lower percentage requirement by an affirmatite of two-thirds of the whole Board of DirectoFor purposes of calculation of this
percentage requirement, the attribution rules $igelcin paragraph (D)(5) above regarding the té¥4)] percent limitation on ownership shall

apply.

(8) Suspension of Repurchase Duties. Notwithstanditything in this ARTICLE SIXTH to the contrary the event that the Board of
Directors determines that the Formula Value to éteminined at the end of the fiscal year during Wisiach determination is made is likely to
be less than (i) the Formula Value determinedaetid of the prior fiscal year less (ii) the agategamount of dividends declared on the
Common Stock since the end of the prior fiscal ytar Board may suspend the Corporation's dutggianchase shares of Common Stock in
accordance with this paragraph (D)(8). Any suclpsasion shall not extend for a period longer thaed hundred sixty-five

(365) days from the date of the Board's declaratfssuspension. During any such suspension petti@dCorporation shall not repurchase
shares of Common Stock tendered or required teretred for repurchase pursuant to the secondneendé subparagraph (D)(3)(a). During
any such suspension period, the Corporation shatirue to repurchase Common Stock tendered t@tnporation pursuant to any other
provision of this Certificate of Incorporation, biaf) payment for such repurchases shall not banestjuntil sixty (60) days after the end of
the suspension period, (b) such payment shall ltlemdgthout interest, and (c) the repurchase ptiedl e the Common Share Price
determined as of (i) the end of the prior fiscahyén the case of a suspension period that erfdsebéuly 1 of the fiscal year, (provided that
such computation of the Share Price shall be ratlbgehe amount of dividends per share declareheiCommon Stock since the end of the
prior fiscal year), or (ii) in the case of a susgien period that ends after June 30 of a fiscat,tea end of the fiscal year during which the
suspension period ends.

(E) Payments Where Stock Price Not Yet Computethdfprice at which the Corporation is to purchateek pursuant to any provision in t
Certificate of Incorporation has not been computétin the time period prescribed for payment focls stock because the preparation of the
audited Consolidated Financial Statements of thp@ation and Consolidated Subsidiaries has nobgeh completed, the Corporation st
within the time period prescribed for payment focls stock, make an initial payment in
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an amount equal to the price that would have ba&hfpr such stock if it had been purchased byGbsporation during the next preceding
fiscal year. The balance shall be paid within tED) days after the date on which the price at wthehCorporation is to purchase such stock
has been computed. In the event that the pricénettvthe Corporation is to purchase such stockss than the amount paid by the
Corporation, in the "initial payment" provided fiorthis paragraph (E), the Corporation shall bétledtto recover the difference between the
two amounts. Such difference shall be paid by #veqn or entity to whom the Corporation made thdial payment" within ten (10) days of
the date of a written notice from the Corporatiompay such amount, without interest.

(F) Ratification By Stockholders. Any contract,rtsaction or act of the Corporation or of the diestwhich shall be ratified by a majority of
a quorum of the stockholders then entitled to abteny annual meeting or at any special meetirlga&&r such purpose, shall, so far as
permitted by law and by this Certificate of Incorgibon, be as valid and as binding as though eatifiy every stockholder entitled to vote at
such meeting.

(G) Meetings, Offices, and Books Outside State elalvare. The stockholders and the Board of Direateaty hold their meetings and the
Corporation may have one or more offices outsidihefState of Delaware, and subject to the pronssaf the laws of said state, may keeg
books of the Corporation outside of said stateatrslich places as may be from time to time designay the Board of Directors.

(H) Removal of Directors. At any meeting of thedmeis of the Common Stock called for the purposg cee or more of the directors may,

a majority vote of the holders of the Common Statkhe time, be removed from office, with or with@ause, and another director or other
directors be elected by such majority vote of $aiftlers of the Common Stock in the place or pladdése person or persons so removed, to
serve for the remainder of his or their term omigras the case may be; provided, however, thedsfthan all the directors are to be removed,
no individual director shall be removed without sawvhen the votes cast against his removal wousdiffigient to elect him if then
cumulatively voted at an annual election of all directors.

(I) By-Law Provisions for Conduct of Business. Therporation may in its bjaws make any other provisions or requirementstferconduc
of the business of the Corporation, provided thmeshe not inconsistent with the provisions of tBestificate of Incorporation, or contrary to
the laws of the State of Delaware. The by-laws tmamended by affirmative vote of two-thirds of tigole Board of Directors or by
affirmative vote of the holders of two-thirds oEt€ommon Stock issued and outstanding

(J) Requirements of Votes Greater Than Required &8y- Whenever this Certificate of Incorporation tains provisions requiring for any
corporate action the vote of a larger portion &f $kock or a larger portion of the directors tharequired by the General Corporation Law of
the State of Delaware, the provisions of this @iedie of Incorporation shall govern and control.

(K) Amendments of Certificate. Subject to any liatibns herein contained, the Corporation resetvesight to amend, alter, change or re|
any provision contained in this Certificate of Ingoration, or in any amendment thereto by an a#itime vote of the holders of two-thirds of
the Common Stock issued and outstanding,, anégalisrconferred upon stockholders in said Certiéiazf Incorporation or any amendment
thereto, are granted subject to this reservationiged, however, that the provisions of this Geudite of Incorporation requiring for action
the stockholders a vote greater than such twoghiade shall not be amended except by such greater and provided further that this
Paragraph (K) shall not be amended except by amafive vote of the holders of four-fifths of t®mmon Stock issued and outstanding.
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ARTICLE SEVENTH
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdgnéable to the Corporation or its stockholdees fnonetary damages for breach of fiduciary
duty as a director, except for liability (i) forybreach of the director's duty of loyalty to ther@oration or its stockholders, (ii) for acts or
omissions not in good faith or which involve intental misconduct or a knowing violation of law,)Yiinder Section 174 of the Delaware
General Corporation Law, or (iv) for any transactfoom which the director derived an improper peeddenefit. If the Delaware General
Corporation Law is amended after approval by tbeldtolders of this ARTICLE SEVENTH to authorize porate action further eliminating
or limiting the personal liability of directors,eh the liability of a director of the Corporatidmadl be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law@amended. Any repeal or modification of thedoing paragraph by the stockholc

of the Corporation shall not adversely affect aightror protection of a director of the Corporatiexisting at the time of such repeal or
modification.

ARTICLE EIGHTH
DEFINITIONS

As used in this Certificate of Incorporation, tiiidwing meanings (with terms defined in the siraguiaving comparable meaning when used
in the plural and vice versa), unless another d&finis provided or the context otherwise requires

"Formula Value" means the sum of:

(a) the total stockholders' equity as shown orctiresolidated balance sheet contained in the Catateli Financial Statements of the
Corporation and Consolidated Subsidiaries, preparednformity with generally accepted accountimgpgiples applied on a consistent basis
for the Corporation and its consolidated Subsidigs of the fiscal year end immediately precetlinglate of determination (the "prior year
end") and audited and certified by an independemt éf certified public accountants selected angagred by the Board of Directors; minus

(b) the sum of: (i) the book value of Property,®land Equipment as of the prior year end; plydi{e total stockholders' equity attributable
to any issued and outstanding Preferred Stocleflected on the consolidated balance sheet, pliartiount of any accrued, accumulated and
undeclared dividends thereon, all as of the datetérmination.

"Common Share Price" with respect to any shareasfiion Stock, means the amount determined by diyidin

(a) the sum of (i) the Formula Value plus (ii) fiaee amount of any outstanding Convertible Deb&stepnvertible into Common Stock ,
determined as of the fiscal year end immediatedg@ding the date of determination (the "prior yerad"); by

(b) the sum of (i) the total number of issued antstanding shares of Common Stock, plus (ii) thel toumber of shares of Common Stock
reserved for the conversion of outstanding Conbtertbebentures convertible into Class C Stockaithecase determined as of the prior year
end;

and deducting from the quotient (rounded to theest&0.05) the amount of any dividends per shactaded on Common Stock subsequent
to the prior year end.

"Convertible Debenture" means any debenture omrdtistrument evidencing indebtedness of the Cotmmraonvertible at any time into
shares of the Common Stock.
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"Employee" means an individual employed by the @oapon, any Subsidiary or Twenty Percent Subsjdéairany joint venture in which the
Corporation and/or any Subsidiary or Twenty Per&miisidiary has a twenty percent or more intefastEmployee shall also include any
person serving on the Board of Directors of thep@oation or of any Subsidiary; provided, howevbattthis provision shall be applicable
only if such person shall have previously ownedlstf the Corporation as an employee; and, provfdetier, that such person shall not be
eligible to purchase additional stock of the Cogpion.

"Property, Plant and Equipment” means those ass#tgled within such classification as reflectedtloa consolidated balance sheets
contained as a part of the Consolidated Finant¢&kSents of the Corporation and Consolidated Sigigts, that are utilized in or associated
with the Corporation's ordinary and regular cowfeonstruction activities.

"Subsidiary" means a corporation, partnership beoéntity with respect to which the Corporatiodsodirectly or indirectly, at least a
majority of the issued and outstanding capitallstmrcother equity interests, measured in termetaf dollar value if such entity has
outstanding more than one class of capital stoakter equity interests.

"Twenty Percent Subsidiary" means a corporatiortngaship, or other entity with respect to which tborporation owns, directly or
indirectly, twenty percent or more of the issued antstanding capital stock or other equity intexesieasured in terms of total dollar value if
such corporation, partnership or other entity hastanding more than one class of capital stoakloer equity interests.

IN WITNESS WHEREOF, PKS Holdings, Inc. has caudes Restated Certificate of Incorporation, to lgmed and attested by its duly
authorized officers as of the day of , 1997.

PKS HOLDINGS, INC.

By:

Kenneth E. Stinson, President

ATTEST:

g

Thomas C. Stortz, Secretary
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APPENDIX E-I
FORM OF CERTIFICATE OF AMENDMENT
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
PETER KIEWIT SONS', INC.

Peter Kiewit Sons', Inc. (the "Corporation"), apamation organized under the laws of the Statealdare, hereby certifies that the follow
amendments to the Corporation's Restated Cergfichincorporation were duly adopted in accordamitk the provisions of Section 242 of
the General Corporation Law of the State of Delawar

FIRST: ARTICLE FOURTH of the Corporation's Resta@settificate of Incorporation is amended by delgtine first three paragraphs
thereof, and replacing them with the following:

CAPITAL STOCK

The total number of shares of all classes of stauikch the Corporation shall have authority to issu@41,750,000 shares; of which 250,000
shares shall be Preferred Stock, with no par vpdweshare; of which 8,000,000 shares shall be @d3snstruction & Mining Group
Nonvoting Restricted Redeemable Convertible Exchahlp Common Stock, par value $0.0625 per shaee'@lass B Stock™); of whic
125,000,000 shares shall be Class C Constructittinr®ng Group Restricted Redeemable Convertible Brgjeable Common Stock, par
value $0.0625 per share (the "Class C Stock");mtw500,000,000 shares shall be Class D Divedsiieoup Convertible Exchangeable
Common Stock, par value $0.0625 per share, issuralleo series (the "Class D Stock"); and of wh;500,000 shares shall be Class R
Convertible Common Stock, par value $0.01 per sftage"Class R Stock").

Ten shares of the authorized but unissued shai@kae$ D Stock as of the date of the filing of Biestificate of Amendment of the
Corporation's Restated Certificate of Incorporatoa hereby designated as Class D Stock, Non-Rexl#er8eries. The rights, powers,
preferences, privileges and limitations of ClasStbck, NonRedeemable Series shall be identical to thosd otl#r shares of Class D Sto
except as described in ARTICLE NINTH hereof.

Shares of Class R Stock shall have such rightsemwereferences, privileges and limitations asatdorth in ARTICLE TENTH hereof, ai
all of the rights, powers, preferences, qualificas and limitations of the other classes of capii@atk of the Corporation shall be subject to
such powers, preferences, rights, qualificationsitdtions and restrictions of the Class R Stock.

Certain terms used herein, each of which is capitd) are defined in
ARTICLE EIGHTH.

A description of certain of the different classéstock and a statement of the designations, poweegerences, rights, qualifications,
limitations and restrictions of each of said classestock are as follows:

SECOND: ARTICLE EIGHTH of the Corporation's Resthtertificate of Incorporation is amended by delgtihe definition of "Effective
Time" in its entirety.

THIRD: The Corporation's Restated Certificate afdrporation is amended to insert a new ARTICLE NN read as follows:

ARTICLE NINTH
SERIES OF CLASS D STOCK

Notwithstanding any other provision hereof withpest to the Class D Stock, other than the nextgoapd of this ARTICLE NINTH, in n
event shall (i) any holder of Class D Stock, Nord& mable Series have any right to require the Catijpn to repurchase such holder's
shares o



Class D Stock, Non-Redeemable Series; (ii) Clasgdak, Non-Redeemable Series be convertible inbs<CC Stock; (iii) Class D Stock,
Non-Redeemable Series be subject to exchange for Cl&tsck by the Corporation; or (iv) Class D Stddkn-Redeemable Series be sub
to any redemption.

In the event that the Class D Stock is Publiclyd&@ (i) each share of Class D Stock, Non-Redeenfdilies shall automatically, and
without further action by or on behalf of the Corgtion, the Corporation's transfer agent or theléobf any share of Class D Stock, Non-
Redeemable Series, be converted into an equal muhbkares of Class D Stock which are not Clagtdazk, Non-Redeemable Series, and
the rights, powers, preferences, privileges anddiions of such shares so converted shall beiichrnb those of all other shares of Class D
Stock in all respects, and

(i) Class D Stock, Non-Redeemable Series shalbnger be designated as a separate series of Clatsck.

FOURTH: The Corporation's Restated Certificatenabkporation is amended to insert a new ARTICLE THNo read as follows:

ARTICLE TENTH
CLASS R STOCK

A. Certain Definitions.
"Attached Class R Stock" shall mean Class R Stduknis attached to Construction Stock pursuatiiéaerms hereof.

"Attached Transfer" shall mean the simultaneousstier to the same transferee of a share of Cl&&®ék (or fraction thereof) and the share
of Construction Stock to which such share of CRs$tock is attached; provided that such transfauoh share of Construction Stock is
permitted by the Certificate of Incorporation oét@orporation or PKS Holdings, as applicable.

"Base Conversion Value" shall mean $25.00.
"Base Price" shall mean $82.00 per share, suljeadjistment as provided in paragraph F. hereof.

"Business Day" means any day other than a Satued8ynday or a day on which banking institutiontha City of New York, the city in
which the Corporation's transfer agent maintaimgiitnciple office or a place of payment are auttest by law, regulation or executive order
to remain closed.

"Change of Control" shall mean the occurrence gfafrthe following:

(i) the sale, lease, transfer, conveyance or aisposition (other than by way of merger or corgation), in one or a series of related
transactions, of all or substantially all of thsets of the Corporation and its subsidiaries taleea whole, to any "person” (as such term is
used in Section 13(d)(3) of the Exchange Act);tfig adoption of a plan relating to the liquidat@mrdissolution of the Corporation; (iii) the
consummation of any transaction (including, withlimitation, any merger or consolidation) the résdlwhich is that any "person” (as
defined above), becomes the "beneficial owners(eh term is defined in Rule 13d-3 and Rule 13dden the Exchange Act), directly or
indirectly, of more than 50% of the total outstarglivoting power of the Corporation; (iv) the fiddly on which a majority of the members of
the board of directors of the Corporation are not@uing Directors; or (v) the adoption by the Bbaf Directors of a plan for the
distribution of all or substantially all of the &$s of the Corporation and its subsidiaries talseea @hole, to stockholders of the Corporation;
PROVIDED, HOWEVER, that the Class C Exchange shatllbe considered a Change of Control.

"Class C Exchange" shall mean the exchange by dingatation, pursuant to the Separation Agreemdmne share of PKS Holdings Stock
for each outstanding share of Class C Stock.
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"Construction Stock" shall mean (i) prior to thea€4 C Exchange, Class C Stock, and (ii) after taesCC Exchange, PKS Holdings Stock
any other capital stock to which Class R Stock fawttached as provided in paragraph B. hereof.

"Continuing Director" shall mean, as of any datelefermination, any member of the board of directdrthe Corporation who (i) was a
member of such board of directors immediately foltgy the consummation of the Class C Exchange)owéis nominated for election or
elected to such board of directors with the apgrof’a majority of the Continuing Directors who veenmembers of such board of directors at
the time of such nomination or election.

"Conversion Condition" shall mean, with respecatogiven share of Class R Stock (or fraction therebé occurrence of the earliest of: (i) the
repurchase or redemption by the Corporation or Pidiings of the share of Construction Stock to whtds attached; (ii) the exchange of
the share of Construction Stock to which such sbaf@ass R Stock (or fraction thereof) is attached another class of stock or securities of
PKS Holdings intended to be issued primarily tospes leaving employment of PKS Holdings; (iii) Adrb, 2006; and (iv) a Change of
Control of the Corporation; PROVIDED, HOWEVER, tlihe Conversion Condition shall not be deemed t@ feecurred as a result of the
Class C Exchange.

"Conversion Ratio" shall have the meaning giveit to paragraph E.
"Conversion Ratio Certificate" shall mean eithétravate Conversion Ratio Certificate or a Publio@arsion Ratio Certificate.

"Conversion Value" shall mean, as of any given ddie Conversion Value set forth in the most re€artversion Ratio Certificate delivered
pursuant to paragraph E. hereof on or prior to slath, subject to any adjustment required by papgF. hereof. The Conversion Value set
forth in any such Conversion Ratio Certificate Ebalequal to (i) in the event that the Trading@1is greater than or equal to the Base Price,
the Base Conversion Value; (ii) in the event thatTrading Price is less than the Base Price, auatrequal to (a) the Base Conversion
Value minus (b) an amount equal to (x) the Exces®ént Factor, multiplied by (y)the amount by whtble Base Price exceeds the Trading
Price; PROVIDED, HOWEVER, that in no event shaé thonversion Value be less than the Minimum Value.

"Current Trading Value" of any Publicly Traded setyuon a given date shall mean the arithmetic mefathe daily Mean Reported Prices of
such security for each Business Day during theogesommencing on the fourteenth Business Day piegetlich date and ending on and
including such date.

"Excess Amount Factor” shall mean 1.0, subjectijosiment as provided in paragraph F. hereof.
"Exchange Act" shall mean the Securities Exchangeof1934.

"Extraordinary Dividend" shall mean any dividendtbe Class D Stock

(i) paid in property other than cash, shares o€ Stock or Convertible Securities or in a suisibw of the outstanding shares of Class D
Stock (by reclassification or otherwise), or (igighin cash in an amount equal to or exceeding #ethen current Trading Price of the Class
D Stock.

"Fixed Conversion Value" shall mean $25.00, asstdplipursuant to paragraph F. hereof.
"Fixed Terms" shall mean each of the Fixed ConwarSalue and the Base Price, each as adjustedgnirsuparagraph F. hereof.

"Inverse Fixed Terms" shall mean each of ExcessimhBactor and the Minimum Liquidation Ratio, eashadjusted pursuant to paragraph
F. hereof.

"Investment Bank" shall mean any investment bankational reputation selected by the Board of Doescof the Corporation.

E-1-3



“Liquidation Ratio" shall mean, as of any date, @anversion Ratio as of such date; PROVIDED, HOWRY#hat in no event shall the
Liguidation Ratio be less than the Minimum Liquidat Ratio.

"Mandatory Conversion Date" shall mean April 15120
"Mandatory Redemption Date" shall mean Octoberl®88, or such later date as shall be determinagtiéfBoard of Directors.

"Mean Reported Price" shall mean on a given dal véispect to any Publicly Traded security, theharitic mean between the highest
reported asked price and the lowest reported big pin each case regular way, for such securityeported on the Composite Quotation
System, or, if such security is not reported onGbenposite Quotation System, on the principal maigecurities exchange on which such
security is listed or admitted to trading, or ithusecurity is not listed or admitted to tradingamy national securities exchange, reported by
the Nasdaq National Market or Nasdag SmallCap Madseappropriate, or a similar organization if 8&cpis no longer reporting such
information.

"Minimum Liquidation Ratio" shall mean 0.25, aswastpd pursuant to paragraph F. hereof.

"Minimum Value" shall mean $15.00.

"Permitted Transfer" shall mean any transfer ofs€IR Stock to the Corporation or any designeeeCibrporation.
"PKS Holdings" shall mean PKS Holdings, Inc., tdmtwith its successors and assigns.

"PKS Holdings Stock" shall mean common stock, @aue $.01 per share, of PKS Holdings.

"Private Conversion Period" shall mean the 25-dayool commencing on the first day following the @amation's mailing to the registered
holders of Class R Stock of a Private ConversiotioRzertificate; PROVIDED, HOWEVER, that in 2006csuterm shall run through May
15, 2006.

"Public Conversion Period" shall mean the periasifrand including the first Business Day of eacledar month, through and including the
Fifth Business Day thereafter, except for the addemmonth of April 2010, in which the Public Consien Period shall mean the period from
and including the first Business Day of such motithgugh and including April 15, 2010.

"Regular Dividend" shall mean any dividend on thasS D Stock paid in cash in an amount less tharf #te then current Trading Price of
the Class D Stock.

"Restricted Period Termination Date" shall mearnhwéspect to a given share of Class R Stock &atifin thereof), the date on which the
Conversion Condition with respect to such shar€lags R Stock (or fraction thereof) has been sadisf

"Separation Agreement" shall mean that certain @¢jpa Agreement dated as of , 1997 among the Catipn, PKS Holdings, Kiewit
Diversified Group, Inc. and Kiewit Construction G Inc.

"Trading Price" shall mean, as of any date, thalingPrice set forth in the most recent Conver§tatio Certificate, as described in
paragraphs E.3. and E.4.

B. Issuance and Attachment.

1. When issued, each share of Class R Stock (ctidrathereof) shall attach to the share of Clag&tdck with respect to which it was
distributed. In no event shall the terms of thisagaaph B. be deemed to restrict the transfer af€C Stock.

2. Upon the occurrence of the Class C Exchangé, glaare of Class R Stock (or fraction thereof)chia to a share of Class C Stock shall,
automatically, and without further action by orlmehalf of the Corporation, PKS Holdings, the Cogpion's transfer agent or the holder of
such share
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of Class R Stock, Class C Stock or PKS Holdingl&tattach to the share of PKS Holdings Stock fhich such share of Class C Stock was
exchanged.

3. In the event that the Corporation or PKS Holdisball (i) pay a dividend on Construction Stockliares of Construction Stock, (ii)
subdivide its outstanding shares of Constructiati&t(iii) combine its outstanding shares of Camgtibn Stock into a smaller number of
shares of Construction Stock or (iv) issue anyehaf capital stock in a reclassification of then€touction Stock (including any such
reclassification in connection with a consolidat@rmerger), shares of Class R Stock (or fractthegeof) which were attached to
Construction Stock immediately prior to the occooe of any such event shall, upon the effectivenéasy such event, attach on a pro rata
basis to (x) the Construction Stock held by suddérato which such shares of Class R Stock (otifsas thereof) were attached; and/or (y)
the capital stock having ownership restrictions pamable to the Class C Stock issuable to such hakla result of holding the Construction
Stock to which such shares of Class R Stock (atifras thereof) were attached at such time, asogpiate.

Except as described in paragraph B.2., a sharéasE@® Stock (or fraction thereof) shall detachftbe share of Construction Stock to which
it is attached only upon the occurrence of (i) @mmversion Condition with respect to such shar€lags R Stock (or fraction thereof), (ii) a
Permitted Transfer, or (iii) the Mandatory Rederoptilf, within one year after the Class C Excharagg, holder who has sold or transferred
to the Corporation prior to the Class C Exchangeeshof Class C Stock to which Class R Stock waslatd, purchases or acquires
Construction Stock, the number of shares of ClaS¢dek held by such holder which are not attache@dnstruction Stock multiplied by the
Reattachment Ratio shall immediately attach to sty purchased or acquired shares of Constru&tonk on a pro rata basis.

"Reattachment Ratio" shall mean the lesser of.Q)at (ii) a fraction, the numerator of which equtie purchase price paid to the Corpore
or PKS Holdings, as applicable, for such newly pased or acquired shares of Class C Stock or PHdirgs Stock; and the denominator of
which equals the purchase price paid for such shafr€lass C Stock or PKS Holdings Stock, as apple; sold or transferred to the
Corporation PKS Holdings, as applicable.

C. Transfer Restrictions.

1. No share of Class R Stock may be transferrex fwithe Class C Exchange, other than pursuahet®andatory Redemption. Following
the Class C Exchange and Prior to the occurrenteedRestricted Period Termination Date for a giskare of Class R Stock (or fraction
thereof), any attempted transfer of such shardag<CR Stock (or fraction thereof), except an AteatTransfer, a Permitted Transfer or
pursuant to the Mandatory Redemption, shall be aaidl of no effect. Neither the Corporation notriggsfer agent shall register any
attempted transfer of any certificate represendisppare of Class R Stock (or fraction thereof)moahe occurrence of the Restricted Period
Termination Date for such share of Class R Stoclréztion thereof), except an Attached Transfea &ermitted Transfer. For purposes
hereof, neither the Class C Exchange nor the attanhnor the reattachment of Class R Stock to PKI8ikigs Stock upon the occurrence of
the Class C Exchange shall be considered a trapf€dass R Stock.

2. Following the occurrence of (i) the Class C Eamfje and (ii) the Restricted Period TerminationelJat a given share of Class R Stock (or
fraction thereof), and until the close of businesghe Mandatory Conversion Date, such share afSdRaStock (or fraction thereof) shall
separate from the share of PKS Holdings Stock ticlwit was attached and be freely transferable,thadCorporation or its transfer agent
shall from time to time register the transfer ¢ ttertificate representing such share of ClassoRkSpr fraction thereof) upon the books of
the Corporation, upon surrender of such certificdtdy endorsed, accompanied by documentationfaetiisy to the Corporation evidencing
that the Restricted Period Termination Date hasiwed with respect to such Class R Stock (or foacthereof).
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3. In the event of an Attached Transfer or a PeeahiTransfer of a share of Class R Stock (or foactiereof) following the Class C Exchat
and prior to the Restricted Period Termination Dxteuch share of Class R Stock (or fraction thgrélee Corporation, or its transfer agent,
shall from time to time register such Attached Bfenor Permitted Transfer of the certificate reprging such Class R Stock upon the books
of the Corporation, upon surrender of such cestéi¢c duly endorsed, accompanied by documentatiisfasztory to the Corporation

evidencing the Attached Transfer or Permitted Tiemss the case may be, of such Class R Stock.

D. Optional Conversion.

1. Subject to the provisions hereof, each shaf@ads R Stock (or fraction thereof) may be conwkrét the option of the holder thereof (an
"Optional Conversion"), into the number of fullyipand nonassessable shares of Class D Stock tegiinal Conversion Ratio then in effect.
No share of Class R Stock (or fraction thereof) hayonverted into Class D Stock prior to the o@nge of the Conversion Condition w
respect to such share of Class R Stock (or fratkiereof).

2. Other than as set forth in paragraphs L. antiéveof, Class R Stock may not be converted inte<IaStock except as follows:

a) In the event that the Class D Stock is not lbliraded, each share of Class R Stock (or fradtiereof) for which the Conversion
Condition has been met may be converted into MaS&ck on any Business Day during any Private @wsion Period following the earlier
of (i) December 31, 1999, or (ii) a Change of Cohtand

b) In the event that the Class D Stock is Publialyded, each share of Class R Stock (or fractierettf) for which the Conversion Condition
has been met may be converted into Class D StoekpBusiness Day during any Public Conversionddeaiter the Blackout Period. The
"Blackout Period" shall mean the 90-day period canaing on the first day on which the Class D StedRublicly Traded; PROVIDED,
HOWEVER, that the Corporation may extend the Blatk®eriod to a total of up to 180 days from thstfitay on which the Class D Stock is
Publicly Traded if so requested by an underwrifeClass D Stock in connection with an initial publinderwritten offering thereof.

3. On any redemption or Mandatory Conversion oE€R Stock or any liquidation of the Corporatidrg tight of Optional Conversion shall
terminate at the close of business on the full Bess Day next preceding the date fixed for sucamgdion or Mandatory Conversion or for
the payment of any amounts distributable on ligtiihato the holders of Class R Stock.

4. The Corporation may issue fractions of shargSlags R Stock. The Corporation shall not issuetifsas of shares of Class D Stock or scrip
in lieu thereof upon conversion of Class R Stothnly fraction of a share of Class D Stock wouldsept for the provisions of this paragraph
D.4., be issuable upon conversion of any ClassoRkSthe Corporation shall in lieu thereof payhe person entitled thereto an amount in
cash equal to the Trading Price then in effect iplidd by the fraction represented by such fractba share of Class D Stock.

5. In order to exercise the Optional Conversionilgge, the holder of any Class R Stock to be caedeshall surrender his, hers or its
certificate or certificates therefor to the priraipffice of the transfer agent for the Class Rekt@r if no transfer agent be at the time
appointed, then the Corporation at its principdice), and shall give written notice to the Corgmna at such office that the holder elects to
convert the Class R Stock represented by sucHicatéis, or any number thereof. Such notice shsdl state the name or names (with add

in which the certificate or certificates for shaod<Class D Stock which shall be issuable on sustversion, and for any shares of Class R
Stock (or fractions thereof) represented by théfwate or certificates so surrendered which areta be converted, shall be issued, subject to
any restrictions on transfer relating to share€laks D Stock issuable upon such conversion or shates of the Class R Stock (or fractions
thereof). If so
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required by the Corporation, certificates surreaddor conversion shall be duly endorsed and aceoied by documentation satisfactory to
the Corporation evidencing that the Restrictedd@efiermination Date has occurred with respect o $iass R Stock.

6. Certificates representing Attached Class R Ssbeitl contain such legends as the Corporatiorl dbam appropriate.

7. As soon as practicable after receipt during aM@csion Period of such notice and documentatiahtibe surrender of the certificate or
certificates for Class R Stock for which the Comi@n Condition has been met, as aforesaid, thedtatipn shall cause to be issued and
delivered at such office to such holder, or ondnigs written order, a certificate or certificafes the number of full shares of Class D Stock
issuable on such conversion in accordance witlptbeisions hereof and cash as provided in paragbaphhereof in respect of any fraction
of a share of Class D Stock otherwise issuable gpeh conversion.

8. The Corporation shall at all times when the €RsStock shall be outstanding reserve and kedfableaout of its authorized but unissued
Class D Stock, for the purposes of effecting theveosion of the Class R Stock, such number ofiitg duthorized shares of Class D Stock as
shall from time to time be sufficient to effect tbenversion of all outstanding Class R Stock. Betaking any action which would cause an
adjustment reducing the Conversion Value belowthiee par value of the shares of Class D Stock idsugyon conversion of the Class R
Stock, the Corporation will take any corporate@ttivhich may, in the opinion of its counsel, beessary in order that the Corporation may
validly and legally issue fully paid and nonasseisahares of such Class D Stock at such adjustegiatsion Value.

9. All shares of Class R Stock which shall haventmerendered for conversion as herein providell shdonger be deemed to be
outstanding and all rights with respect to suchreshancluding the rights, if any, to receive nei@nd to vote, shall forthwith cease and
terminate except only the right of the holder tloéte receive shares of Class D Stock in exchahgeefor and payment of any accrued and
unpaid dividends thereon. Any shares of Class RkS4o converted shall be retired and canceled laaltiisot be reissued, and the Corpore
shall from time to time take such appropriate actie may be necessary to reduce the authorized RI&ock accordingly.

E. Determination of Conversion Ratio; Obligationtleé Corporation to Provide Conversion Ratio Ciedies and Appraisals.

1. The Conversion Ratio, Conversion Value and Trgdfrice used for any purpose, including with respethe conversion of Class R Stock,
shall be as set forth in the most recent ConverRiatio Certificate, and shall in any case be asstéfl pursuant to paragraph F. hereof;
PROVIDED, HOWEVER, that prior to the delivery oftlfirst Conversion Ratio Certificate, the Convensitalue shall be equal to the Fixed
Conversion Value, the Trading Price shall be etu#the Base Price and the Conversion Ratio shadjol to the Fixed Conversion Value
divided by the Base Price.

2. The "Conversion Ratio" set forth in a Converdratio Certificate shall be equal to (i) the Comimn Value set forth in such Conversion
Ratio Certificate, divided by (ii) the Trading Reiset forth in such Conversion Ratio Certificate.

3. Beginning with the fiscal year ended December1®99, if, at the end of any fiscal year of theewation the Class D Stock is not Publ
Traded, the Corporation shall, no earlier thanJdreuary 15 nor later than February 28 immediatalgwing the end of such fiscal year,
cause to be provided to each office designateddnversion of Class R Stock, a copy of a certifiqétie "Private Conversion Ratio
Certificate") signed by two officers of the Corptioa setting forth the Conversion Ratio, Conversi@ue and Trading Price as of the end of
such fiscal year, calculated in each case purgoahts paragraph E. In addition, if a Change oftta occurs when the Class D Stock is not
Publicly Traded, the Corporation shall within 6¢/dollowing such Change of Control,
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cause to be provided to each office designateddnversion of Class R Stock, such a Private CoiweiRatio Certificate.

The "Trading Price" set forth in such Private Casian Ratio Certificate shall be the Appraised \éaset forth in the most recent Appraisal
delivered to the Corporation and approved by tharBof Directors.

Beginning with the fiscal year ended December 2891 if, at the end of any fiscal year of the Cogpion the Class D Stock is not Publicly
Traded, the Corporation shall cause to be prepanddielivered to the Board of Directors and appidwethe Board of Directors, prior to the
February 28 immediately following the end of suiltdl year, an appraisal (an "Appraisal") of the gfeare value of the Class D Stock as of
the last day of such fiscal year by an InvestmeiB If a Change of Control occurs after Decemiderl®99 and the Class D Stock is not
Publicly Traded, the Corporation shall cause tptepared and delivered to the Board of Directodsapproved by the Board of Directors,
within 60 days following such Change of Control,Agpraisal of the per share value of the Class@ISas of the date of such Change of
Control. Such Investment Bank shall determine #reshare value of the Class D Stock as if the @aSsock was Publicly Traded and shall
submit such per share value to the Board of Dirsdir its approval. The value per share of thes€Ia Stock as set forth in the Appraisal
approved by the Board of Directors shall be thepgsed Value." In determining the Appraised Valhe, Investment Bank shall place
substantial, but not exclusive, emphasis on valnatdof comparable companies in the public equityketa, and shall not take into account
factors such as control premiums, minority discewnttilliquidity discounts that would not generafigply to such companies.

As promptly as practicable following its deliverfyany Private Conversion Ratio Certificate, the i@oation shall cause to be given to eac
the registered holders of Class R Stock at suctkensladdress appearing upon the books of the &xirpo a copy of such Private Convers
Ratio Certificate by first class mail, postage riep

4. During any period in which the Class D StocRislicly Traded, the Corporation shall, on the Bissiness Day of each calendar month,
cause to be provided to each office designateddnversion of Class R Stock, a copy of a certifiqétte "Public Conversion Ratio
Certificate"), signed by two officers of the Corption, setting forth the Conversion Ratio, ConvarsValue and Trading Price as of the close
of business on such Business Day, calculated in eae pursuant to this paragraph E.

The "Trading Price" set forth in such Public Corsien Ratio Certificate shall be equal to the Curfimading Value of one share of Class D
Stock as of the close of business on the last BasiDay of such calendar month. Notwithstandingrang herein to the contrary, if, during
any period being used to calculate such CurrerdifigaValue (the "Calculation Period"), any evens loacurred to cause the Conversion
Ratio and/or the Conversion Value to be adjustadyant to paragraph F. hereof (an "Adjustment Eygetite Corporation shall in good faith
determine such Conversion Ratio and/or the Conwergalue, as appropriate, so as to give pro forffescieto the Adjustment Event
immediately prior to the Calculation Period.

The Corporation shall provide any holder of ClasStBck with a copy of any Public Conversion Ratert@icate upon request. Beginning on
the day on which the first Public Conversion R&tertificate is provided pursuant to this paragriph, the Corporation shall maintain a
reasonable means to allow holders to access thee€sion Ratio as set forth in the most recent Rubtinversion Ratio Certificate on an
immediate basis during business hours on each BssiDay on which Class R Stock is issued and awtisig.

5. All calculations and determinations requiredéomade by the Corporation pursuant hereto shatidse by the Corporation in good faith.
All such calculations and determinations shall beatusive unless otherwise specifically providetebg.
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6. Conversion Ratio Certificates may, at the Caapon's discretion, be prepared by an agent o€brporation. In such case each such
Conversion Ratio Certificate shall be signed byathorized signatory of such agent and counterditwewo officers of the Corporation.

7. Upon any conversion of Class R Stock into Clasyock, in no event shall any such Class R Steckdmverted into Class D Stock, Non-
redeemable Series.

F. Anti-dilution Provisions.

1. If the Corporation shall (a) pay a dividend oy af its shares of capital stock (including Cl&sStock) in shares of Class D Stock, (b)
subdivide its outstanding shares of Class D Stk;ombine its outstanding shares of Class D Simicka smaller number of shares of Class
D Stock or (d) issue any shares of its capitallsto@ reclassification of the Class D Stock (imhg any such reclassification in connection
with a consolidation or merger in which the Corpiamais the continuing corporation) (each, a "Casi@n Term Adjustment Event"):

a) Each of the Fixed Terms shall be adjusted th satue determined by multiplying (x) such Fixedmé@mmediately prior to such
Conversion Term Adjustment Event, by (y) a fractitthhe numerator of which is the number of shareSlags D Stock outstanding
immediately prior to such Conversion Term AdjustinEwvent, and the denominator of which is the nundfeshares of Class D Stock
outstanding immediately after such Conversion TAdjustment Event; and

b) Each of the Inverse Fixed Terms shall be adjuiesuch value determined by multiplying (x) slicherse Fixed Term immediately prior
to such Conversion Term Adjustment Event, by (ffpation, the numerator of which is the numberltdres of Class D Stock outstanding
immediately after such Conversion Term Adjustmergri, and the denominator of which is the numbeshafres of Class D Stock
outstanding immediately prior to such ConversiomT&djustment Event.

2. [Other adjustments to be added]

3. If any capital reorganization or reclassificatif the capital stock of the Corporation, or cditgstion or merger of the Corporation with
another corporation, or share exchange involviegatitstanding shares of the Corporation's capitaksor the sale of all or substantially all
of its assets to another corporation shall be &fte such a way that holders of Class D StocK beeentitled to receive stock, securities,
cash or other property with respect to or in exdgeafor Class D Stock, then, as a condition of secinganization, reclassification,
consolidation, merger, share exchange or saleplaawid adequate provision shall be made wherebfdlters of the Class R Stock shall
have the right to acquire and receive upon coneersf the Class R Stock (after and subject to igiies of holders of Preferred Stock, if any),
such shares of stock, securities, cash or oth@eptpissuable or payable (as part of the reorgdioiz, reclassification, consolidation, merger,
share exchange or sale) with respect to or in exgshéor such number of outstanding shares of @aSsck as would have been received
upon conversion of the Class R Stock at the CoreiRatio then in effect. The Corporation shall effect any such consolidation, merge
sale, unless prior to the consummation thereo$tieeessor corporation (if other than the Corpondtiesulting from such consolidation or
merger or the corporation purchasing such assatsadsume by written instrument mailed or deligeie the holders of the Class R Stock at
the last address of each such holder appearingeondoks of the Corporation, the obligation todlito each such holder such shares of
stock, securities or assets as, in accordancethétforegoing provisions, such holder may be emtitb purchase.

4. The provisions of this subsection F shall ngilapo any Class D Stock issued, issuable or deesnéstanding pursuant hereto: (x) to any
person pursuant to any stock option, stock purchasemilar plan or arrangement for the benefiewfployees of the Corporation or its
subsidiaries in
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effect on the Initial Issuance Date or thereaftiopded by the Board of Directors of the Corporatig) pursuant to options, warrants and
conversion rights in existence on the Initial Isst@Date, or (z) on conversion of the Class R Stock

5. In the event that:

a) the Corporation shall declare any dividend ug®lass D Stock payable in stock or make anyiapdividend or other distribution to the
holders of its Class D Stock, or

b) the Corporation shall offer for subscription pata to the holders of its Class D Stock any émlufil shares of stock of any class or other
rights, or

c) there shall be any capital reorganization olassification of the capital stock of the Corparatiincluding any subdivision or combination
of its outstanding shares of Class D Stock, or alidation or merger of the Corporation with, oresaf all or substantially all of its assets to,
another corporation, or

d) there shall be a voluntary or involuntary dissioin, liquidation or winding up of the Corporation
then, in connection with such event, the Corporasieall give to the holders of the Class R Stock:

(1) at least twenty (20) days prior written notifehe date on which the books of the Corporativallsclose or a record shall be taken for
such dividend, distribution or subscription rightsfor determining rights to vote in respect of agh reorganization, reclassification,
consolidation, merger, sale, dissolution, liquidator winding up; and

(2) in the case of any such reorganization, reiflaggon, consolidation, merger, sale, dissolutibquidation or winding up, at least twenty
(20) days prior written notice of the date whendhme shall take place. Such notice in accordaitbetive foregoing clause shall also spec
in the case of any such dividend, distributionwdrscription rights, the date on which the holddr€lass D Stock shall be entitled thereto,
such notice in accordance with the foregoing clalsgl also specify the date on which the holdéGlass D Stock shall be entitled to
exchange their Class D Stock for securities orrgpheperty deliverable upon such reorganizatioolassification consolidation, merger, sale,
dissolution, liquidation or winding up, as the casay be. Each such written notice shall be givefirsyclass mail, postage prepaid,
addressed to the holders of the Class R Stocleadtress of each such holder as shown on the lobtks Corporation.

6. If any event occurs as to which, in the opinddthe Board of Directors of the Corporation, tlevisions of this paragraph F. are not

strictly applicable or if strictly applicable wouttbt fairly protect the rights of the holders oétilass R Stock in accordance with the essentia
intent and principles of such provisions, thenBloard of Directors shall make an adjustment inapplication of such provisions, in
accordance with such essential intent and pringjige as to protect such rights as aforesaidfinbub event shall any adjustment have the
effect of increasing the Base Price or reducingrilted Term as otherwise determined pursuant tooatlye provisions of this paragraph F.,
except in the case of a combination of sharestgbe contemplated in paragraph F.2., and then ievent shall the Base Price be adjusted to
an amount larger than the Base Price as adjustsdanit to paragraph F.2.

[7. Notwithstanding any other provision of this @graph F., no adjustments shall be made to thelHirems or the Inverse Fixed Terms
pursuant to this paragraph F. as a result of avigetid to which holders of Class R Stock are esditb receive pursuant to paragraph H.
hereof.]
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G. Rank.

After the Class C Exchange, the Class R Stock,shih respect to dividend distributions and wieispect to distributions of assets and rights
upon the liquidation, winding up and dissolutiortlod Corporation, rank on a parity with Class Dc&tand junior to Preferred Stock.

H. Dividends.

1. Prior to the Class C Exchange, no dividends beagieclared or paid with respect to Class R Staftkr (i) the Class C Exchange and (i)
dividends have been declared and set aside onrafgried Stock having a preference over the ClaS$dok and Class R Stock with respect
to the payment of such dividends, holders of CR&tock shall only be entitled to receive dividermlg of any assets or funds legally
available therefor, in an amount per share of QRaS&tock as set forth below:

a) If and when a Regular Dividend is declared,mount which is equal to (i) the Conversion Ratiertlin effect multiplied by (ii) the
aggregate per share amount of such Regular Dividtaadared on the Class D Stock of the Corporatoii;

b) If and when an Extraordinary Dividend is dectar@n amount which is equal to (i) the Conversiatidrthen in effect multiplied by

(il) one-fourth of (A) the aggregate per share amiaf all cash portions of such Extraordinary Deuidl plus (B) the aggregate per share
amount (based upon the fair market value of theaamh portion of such Extraordinary Dividend attihge such Extraordinary Dividend is
declared or paid as determined in good faith byBibard of Directors of the Corporation) of all noash portions of such Extraordinary
Dividend, in each case as declared on the Clas®&k $f the Corporation.

Such dividends shall be declared and paid conteameously with the declaration and payment of theted dividend on the Class D Stock;
and the foregoing are the only times when a divideshall be declared and paid with respect to thestR Stock.

2. All dividends paid with respect to shares ofgSI& Stock pursuant to this paragraph H. shalklie: gro rata and in like manner to all of the
holders entitled thereto.

3. No Regular or Extraordinary Dividends shall leeldred by the Board of Directors of the Corporatio paid or set apart for payment by
Corporation on Class D Stock unless, contemporastetierewith, a like ratable dividend calculatadaiccordance with this paragraph H. is
declared and paid, or declared and a sum set syffidient for such payment, on the Class R Stpelyable as set forth herein.

I. Liquidation Rights.

1. Prior to the Class C Exchange, in the evenhgfwluntary or involuntary liquidation, dissoluti@r winding up of the Corporation
("Liguidation") the holders of Class R Stock thanstanding shall not be entitled to receive angisssr funds of the Corporation available
for distribution to its stockholders.

2. In the event of a Liquidation concurrent withfoltowing the Class C Exchange, holders of Clastétk then outstanding shall be entitled
to be paid ratably out of the assets and fundeedforporation legally available for distributianits stockholders, after and subject to the
payment in full of all amounts required to be disited to the holders of any Preferred Stock upigidation, an amount equal to (a) the
Liguidation Ratio then in effect multiplied by (t)e aggregate per share amount of all assets add femaining available for distribution to
holders of Class D Stock and Class R Stock.
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J. Voting.
1. Prior to the Class C Exchange, except as redjbiydaw, holders of Class R Stock shall not bétledtto vote on any matter.

2. After the Class C Exchange, each issued antbnualisg share of Class R Stock shall be entitlegbte only (i) for the election of directors,
and (ii) as required by law. On matters on whidghltblders of Class R Stock are entitled to votehéssued and outstanding share of Class R
Stock (or fraction thereof) shall be entitled te tihumber of votes equal to the Conversion Ratich swmber to be determined as of the re
date for determination of shareholders entitleddi® on such matter. Except as required by lawddrslof Class R Stock shall vote together
with the holders of Class D Stock as a single afesall matters on which holders of Class R Staekemtitled to vote.

K. Conversion at the Option of the Corporation.

1. In the event that the Board of Directors of @@ poration determines that the Corporation (igtaky action which would require a vote of
the Class R Stock as a separate class, or (iippdxtraordinary Dividend, the Corporation maytsiption, elect to cause all, but not less
than all, shares of Class R Stock (or fractionseb® to be converted into Class D Stock at thew@osion Ratio in effect on the date the
Board of Directors determines to cause such a esiore PROVIDED, HOWEVER, that if the ConversiontiRdn effect as of such date was
calculated using a Conversion Value of less tham®2 such Conversion Ratio shall be recalculasiugua Conversion Value of $25.00.
Upon such election by the Corporation, the Conear§iondition shall be deemed to have occurred retpect to all shares of Class R Stock.

2. All holders of record of shares of Class R Stadkbe given at least ten (10) days prior writtestice of the date fixed and the place
designated for such conversion of Class R Stoc&yaunt to this paragraph K. Such notice shall belsemail, first class, postage prepaid, to
each record holder of shares of Class R Stockcdt salder's address appearing on the stock regBteor before the date fixed for
conversion each holder of shares of Class R Stoak surrender his or its certificate or certifieaffor all such shares to the Corporation a
place designated in such notice, and shall theneadteive certificates for the number of shareGlaés D Stock to which such holder is
entitled pursuant to this paragraph K. On the faél for conversion, all rights with respect t@tGlass R Stock so converted will terminate,
except only the rights of the holders thereof, upomender of their certificate or certificatesréfer, to receive certificates for the number of
shares of Class D Stock into which such Class Rk3tas been converted and payment of any accrukdrgaid dividends thereon. If so
required by the Corporation, certificates surreaddor conversion shall be endorsed or accompanjesritten instrument or instruments of
transfer, in form satisfactory to the Corporatidaly executed by the registered holder or by hisragys duly authorized in writing. All
certificates evidencing shares of Class R Stockkvhre required to be surrendered for conversi@t@ordance with the provisions hereof
shall, from and after the date fixed for conversio@ deemed to have been retired and canceledharshares of Class R Stock represented
thereby converted into Class D Stock for all pugspsiotwithstanding the failure of the holder oldees thereof to surrender such certificates
on or prior to such date. As soon as practicatikr #fie date of such conversion and the surrerfd@ecertificate or certificates for Class R
Stock as aforesaid, the Corporation shall caube issued and delivered to such holder, or onthits evritten order, a certificate or
certificates for the number of full shares of ClBsStock issuable on such conversion in accordaiitethe provisions hereof and cash as
provided in paragraph D.4. hereof in respect offaagtion of a share of Class D Stock otherwisaabée upon such conversion.
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L. Mandatory Conversion.

1. Each share of Class R Stock outstanding asdffdmdatory Conversion Date shall, automaticalyg without further action by or on
behalf of the Corporation, the Corporation's transigent or the holder of such share of Class BkSte converted (a "Mandatory
Conversion") into shares of Class D Stock at thev@csion Ratio then in effect as of such Manda@oyversion Date.

2. All holders of record of shares of Class R Staikbe given written notice at least ten (10) daorior to the Mandatory Conversion Date
stating the place designated for mandatory conmersi all of such shares of Class R Stock purstatitis paragraph L. Such notice shall be
sent by malil, first class, postage prepaid, to @acbrd holder of shares of Class R Stock at sotthel's address appearing on the stock
register. On or before the Mandatory ConversioreDaach holder of Class R Stock shall surrendenthiis certificate or certificates for all
such shares to the Corporation at the place desigiasuch notice, and shall thereafter receivéfioates for the number of shares of Class
D Stock to which such holder is entitled pursuarthis paragraph L.2. On the date fixed for coneersall rights with respect to the Class R
Stock so converted will terminate, except onlyrilgdts of the holders thereof, upon surrender eirtbertificate or certificates therefor, to
receive certificates for the number of shares es€ID Stock into which such Class R Stock has beeverted and payment of any accrued
and unpaid dividends thereon. If so required byGbgooration, certificates surrendered for conwershall be endorsed or accompanied by
written instrument or instruments of transfer, i satisfactory to the Corporation, duly execuigdhe registered holder or by his attorneys
duly authorized in writing. All certificates evideing shares of Class R Stock which are requirdzbtsurrendered for conversion in
accordance with the provisions hereof shall, frord after the date fixed for conversion, be deerduhtve been retired and canceled and the
shares of Class R Stock represented thereby ceavierto Class D Stock for all purposes, notwithdiag the failure of the holder or holders
thereof to surrender such certificates on or gnauch date. As soon as practicable after theafatech Mandatory Conversion and the
surrender of the certificate or certificates foa§d R Stock as aforesaid, the Corporation shadlecaube issued and delivered to such holder,
or on his or its written order, a certificate ortdeates for the number of full shares of Clas$ock issuable on such conversion in
accordance with the provisions hereof and cash@sded in paragraph D.4. hereof in respect of faagtion of a share of Class D Stock
otherwise issuable upon such conversion.

M. Mandatory Redemption. If the Class C Exchangert occurred by the close of business on the lstang Redemption Date, the
Corporation shall redeem (to the extent funds egally available therefor), all shares of Classt&cthen outstanding for a per share price
equal to the par value of such shares of ClasoBkSobr fractions thereof) (such amount is heraarafeferred to as the "Redemption Price").
Such Redemption Price shall be paid to each rewolder of Class R Stock as of the Mandatory Rediemiate, promptly after such date,
by certified or Bank cashier's check, sent by nfiafl{ class, postage prepaid, to each record haifishares of Class R Stock at such holder's
address appearing on the stock register. If th@@ation is unable at such date to redeem all sta&r€lass R Stock (and fractions thereof)
because funds are not legally available therefi@n the Corporation shall redeem such shares astlsereafter as funds are legally available
for redemption of such shares.

In witness whereof, Peter Kiewit Sons', Inc. hassed this Certificate of Amendment to be signedibs/this day of , 199 .

PETER KIEWIT SONS', INC.

By:

Name:

Title:
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APPENDIX E-II
FORM OF
SECOND RESTATED CERTIFICATE OF INCORPORATION
OF
PETER KIEWIT SONS', INC.

Pursuant to Section 245
of the Delaware General Corporation Law

Peter Kiewit Sons', Inc., a corporation organized existing under the laws of the State of Delav{re "Corporation"), hereby certifies as
follows:

1. The name of the Corporation is Peter Kiewit Sdns. which is the name under which the Corporatvas originally incorporated.

2. The original Certificate of Incorporation of t@®rporation was filed in the office of the Secrgtaf State of the State of Delaware on July
1, 1941 and the Restated Certificate of Incorponatif the Corporation was filed in such office @amdary 5, 1992.

3. This Second Restated Certificate of Incorporatiehich was duly adopted pursuant to Sectionsa2w2245 of the Delaware General
Corporation Law, restates and integrates and fugthreends the provisions of the Restated Certifiohtacorporation of the Corporation.

4. The text of the Restated Certificate of Incogpimn as heretofore amended or supplemented ibyeestated and further amended to read
in its entirety as follows:

ARTICLE |
NAME

The name of the Corporation (the "Corporation"Ogzersified Holdings, Inc.

ARTICLE Il
REGISTERED OFFICE AND REGISTERED AGENT

The address of the registered office of the Cotpmman the State of Delaware is 1209 Orange Siretite City of Wilmington, County of
New Castle. The name of its registered agent dt address is The Corporation Trust Comp

ARTICLE Il
PURPOSES

The nature of the business or purposes to be cteloc promoted by the Corporation is to engageninlawful act or activity for which
corporations may be organized under the GenergldZation Law of the State of Delaware (the "DGCI



ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total number of shares of capital stock whigh@orporation shall have the authority to issugli8,500,000 shares, consisting of
500,000,000 shares of Common Stock, par valuegd%hare (the "Common Stock"), 8,500,000 shara! Isé Class R Convertible
Common Stock, par value $0.01 per share (the "QaStock") and 10,000,000 shares of Preferred Smakvalue $.01 per share ("Preferred
Stock™).

Ten shares of the Common Stock are hereby des@jaat€ommon Stock, Non-Redeemable Series. Thesrigbivers, preferences,
privileges and limitations of Common Stock, NBedeemable Series shall be identical to thosd otter shares of Common Stock, excey
described in Article V hereof.

Upon the filing of this Second Restated Certificaténcorporation with the office of the Secretafithe State of Delaware (the "Effective
Time"), (i) each share of the Corporation's ClasBilersified Group Convertible Exchangeable ComrStack, par value of $.0625 per sh
("Class D Stock"), that is issued and outstandiegerved for issuance or held in the Corporatimeasury at the Effective Time, shall be
automatically redesignated and reclassified, witlamy action on the part of the respective holtleeseof, as Common Stock, and (ii) each
share of Class D Stock that is designated as Cl&twck, Non-Redeemable Series and that is isso@datstanding, reserved for issuance or
held in the Corporation's treasury at the Effecliime, shall be automatically redesignated andassified, without any action on the part of
the respective holders thereof, as Common Stock;Riedeemable Series.

ARTICLE V
COMMON STOCK

A. Dividends. After dividends have been declared st aside on any Preferred Stock having a pmderever the Common Stock with
respect to the payment of such dividends, the heldeCommon Stock shall be entitled to receivgetber with holders of Class R Stock,
when and as declared, out of assets and fundsdyleyalilable therefor, cash or n@ash dividends payable as and when the Board etir:
in its sole business judgment so declares. Any dixdlend shall be payable ratably to all recorttecs of Common Stock as of the record
date fixed by the Board of Directors in accordawité the By-laws of the Corporation for the paym#rereof.

B. Liquidation Rights. In the event of any voluntar involuntary liquidation, dissolution or windjrup of the Corporation ("Liquidation”),

the holders of Common Stock, together with holdérSlass R Stock, then outstanding shall be edtiteebe paid ratably out of the assets and
funds of the Corporation available for distributimnits stockholders, after and subject to the paynn full of all amounts required to be
distributed to the holders of any Preferred Stgm#ruLiquidation, an amount equal to their sharel(iding any declared but unpaid dividends
on the Common Stock, subject to proportionate adfjest in the event of any stock dividend, stochtsslock distribution or combination

with respect to such shares) of such assets awnig.fun

C. Voting.

1. Except as required by law, or as otherwise pieiherein or in any amendment hereof, the entitiey power of the Corporation with
respect to all matters other than the electionirefctbrs shall be vested in the holders of CommimelSvoting together as a single class.
Except as required by law, or as otherwise proviteein or in any amendment hereof, the entirenggtiower of the Corporation with resg
to the election of directors shall be vested inhtblkelers of Common Stock and Class R Stock votiggther as a single class.

2. Each holder of Common Stock entitled to votdisttaevery meeting of the stockholders of the @oation be entitled to one vote for each
share of Common Stock registered in his or her namigae record of stockholders.
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D. Designation of Common Stock, Non-Redeemable Sesi

In the event that the Common Stock is Publicly ®ddi) each share of Common Stock, Non-Redeengdilies shall automatically, and
without further action by or on behalf of the Comation, the Corporation's transfer agent or theléobf any share of Common Stock, Non-
Redeemable Series, be converted into an equal muwhbkares of Common Stock which are not CommolStNon-Redeemable Series,
and the rights, powers, preferences, privilegesliamthtions of such shares so converted shaltleatical to those of all other shares of
Common Stock in all respects, and (ii) Common Stditln-Redeemable Series shall no longer be desidreet a separate series of Common
Stock.

ARTICLE VI
CLASS R STOCK

A. Certain Definitions.
"Attached Class R Stock" shall mean Class R Stduklwis attached to PKS Holdings Stock pursuartiiéaterms hereof.

"Attached Transfer" shall mean the simultaneousstier to the same transferee of a share of Cl&&®ék (or fraction thereof) and the share
of PKS Holdings Stock to which such share of CRsStock is attached; provided that such transfauoh share of PKS Holdings Stock is
permitted by the Certificate of Incorporation of iKoldings.

"Base Conversion Value" shall mean $25.00.
"Base Price" shall mean $82.00 per share, sulpeadijustment as provided in paragraph F. hereof.

"Business Day" means any day other than a Satued@ynday or a day on which banking institutionthan City of New York, the city in
which the Corporation's transfer agent maintaimgiitnciple office or a place of payment are auttest by law, regulation or executive order
to remain closed.

"Change of Control" shall mean the occurrence gfafrthe following: (i) the sale, lease, transfssnveyance or other disposition (other than
by way of merger or consolidation), in one or deseof related transactions, of all or substantiall of the assets of the Corporation and its
subsidiaries taken as a whole, to any "personsifak term is used in Section 13(d)(3) of the Exglealct); (ii) the adoption of a plan relati

to the liquidation or dissolution of the Corporatidiii) the consummation of any transaction (irtthg, without limitation, any merger or
consolidation) the result of which is that any fmer" (as defined above), becomes the "beneficialeoias such term is defined in Rule 13d-
3 and Rule 13d-5 under the Exchange Act), diremtlindirectly, of more than 50% of the total outstang voting power of the Corporation;
(iv) the first day on which a majority of the membef the board of directors of the CorporationraseContinuing Directors; or (v) the
adoption by the Board of Directors of a plan fa thistribution of all or substantially all of thesets of the Corporation and its subsidiaries
taken as a whole, to stockholders of the CorpanafROVIDED, HOWEVER, that the Class C Exchangél st be considered a Change
Control.

"Class C Exchange" shall mean the exchange by ¢ingatation, pursuant to the Separation Agreemdmne share of PKS Holdings Stock
for each outstanding share of Class C Stock.

"Class C Stock" shall mean the Class C Construd@idfining Group Restricted Redeemable Convertibkeliangeable Common Stock, par
value $0.0625 per share, of the Corporation whiak exchanged for PKS Holdings Stock pursuant t€thes C Exchange.

"Continuing Director" shall mean, as of any datelefermination, any member of the board of directdrthe Corporation who (i) was a
member of such board of directors immediately
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following the consummation of the Class C Exchamgéi) was nominated for election or elected totsboard of directors with the approval
of a majority of the Continuing Directors who wenembers of such board of directors at the timeiohsiomination or election.

"Conversion Condition" shall mean, with respecatogiven share of Class R Stock (or fraction therebé occurrence of the earliest of:

(i) the repurchase or redemption by PKS Holdingthefshare of PKS Holdings Stock to which it iseltted; (ii) the exchange of the share of
PKS Holdings Stock to which such share of ClasgdekS(or fraction thereof) is attached into anottless of stock or securities of PKS
Holdings intended to be issued primarily to perdeasing employment of PKS Holdings; (iii) April 13006; and (iv) a Change of Control
the Corporation; PROVIDED, HOWEVER, that the Corsien Condition shall not be deemed to have occuased result of the Class C
Exchange.

"Conversion Ratio" shall have the meaning giveit to paragraph E.
"Conversion Ratio Certificate" shall mean eithétravate Conversion Ratio Certificate or a Publio@arsion Ratio Certificate.

"Conversion Value" shall mean, as of any given ddie Conversion Value set forth in the most re€orversion Ratio Certificate delivered
pursuant to paragraph E. hereof on or prior to slath, subject to any adjustment required by papgF. hereof. The Conversion Value set
forth in any such Conversion Ratio Certificate Ebhalequal to (i) in the event that the Trading@1is greater than or equal to the Base Price,
the Base Conversion Value; (ii) in the event thatTrading Price is less than the Base Price, auatrequal to (a) the Base Conversion
Value minus (b) an amount equal to (x) the Exces®ént Factor, multiplied by (y)the amount by whtble Base Price exceeds the Trading
Price; PROVIDED, HOWEVER, that in no event shaé thonversion Value be less than the Minimum Value.

"Current Trading Value" of any Publicly Traded setyuon a given date shall mean the arithmetic mefathe daily Mean Reported Prices of
such security for each Business Day during theogesommencing on the fourteenth Business Day piegeslich date and ending on and
including such date.

"Excess Amount Factor” shall mean 1.0, subjectijosiment as provided in paragraph F. hereof.
"Exchange Act" shall mean the Securities Exchangeof1934.

"Extraordinary Dividend" shall mean any dividendthe Common Stock

(i) paid in property other than cash, shares of @om Stock or Convertible Securities or in a sulsiarn of the outstanding shares of
Common Stock (by reclassification or otherwise)(ippaid in cash in an amount equal to or exceg@b of the then current Trading Price of
the Common Stock.

"Fixed Conversion Value" shall mean $25.00, asstdplipursuant to paragraph F. hereof.
"Fixed Terms" shall mean each of the Fixed ConwarSalue and the Base Price, each as adjustedgnirsuparagraph F. hereof.

"Inverse Fixed Terms" shall mean each of ExcesshBactor and the Minimum Liquidation Ratio, eashadjusted pursuant to paragraph
F. hereof.

"Investment Bank" shall mean any investment bankational reputation selected by the Board of Doescof the Corporation.

“"Liquidation Ratio" shall mean, as of any date, @anversion Ratio as of such date; PROVIDED, HOWRY#hat in no event shall the
Liguidation Ratio be less than the Minimum Liquidat Ratio.

"Mandatory Conversion Date" shall mean April 15120

"Mean Reported Price" shall mean on a given dal véispect to any Publicly Traded security, theharitic mean between the highest
reported asked price and the lowest reported
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bid price, in each case regular way, for such sgcas reported on the Composite Quotation Systenif such security is not reported on
Composite Quotation System, on the principal natisecurities exchange on which such securitysiedi or admitted to trading, or if such
security is not listed or admitted to trading oy aational securities exchange, reported by thelbi@®ational Market or Nasdaq SmallCap
Market, as appropriate, or a similar organizatfddasdaq is no longer reporting such information.

"Minimum Liquidation Ratio" shall mean 0.25, aswstpd pursuant to paragraph F. hereof.

"Minimum Value" shall mean $15.00.

"Permitted Transfer" shall mean any transfer ofs€IR Stock to the Corporation or any designeeeCibrporation.
"PKS Holdings" shall mean PKS Holdings, Inc., tdmtwith its successors and assigns.

"PKS Holdings Stock" shall mean common stock, @aue $.01 per share, of PKS Holdings.

"Private Conversion Period" shall mean the 25-dayool commencing on the first day following the @amation's mailing to the registered
holders of Class R Stock of a Private ConversiotioRzertificate; PROVIDED, HOWEVER, that in 2006csuterm shall run through May
15, 2006.

"Public Conversion Period" shall mean the periasifrand including the first Business Day of eacledar month, through and including the
Fifth Business Day thereafter, except for the addemmonth of April 2010, in which the Public Consien Period shall mean the period from
and including the first Business Day of such motithgugh and including April 15, 2010.

"Publicly Traded" shall mean, with respect to aeguwsity, that such security is listed on a naticseaurities exchange, or is traded on the
Nasdaq National Market System or the Nasdaq SmaIMarket, and has been so listed or traded fazaadt|15 Business Days prior to
date in question.

"Regular Dividend" shall mean any dividend on th@®non Stock paid in cash in an amount less thafi #eahen current Trading Price of
the Common Stock.

"Restricted Period Termination Date" shall mearnhweéspect to a given share of Class R Stock &atifin thereof), the date on which the
Conversion Condition with respect to such shar€lags R Stock (or fraction thereof) has been sadisf

"Separation Agreement" shall mean that certain @¢jpa Agreement dated as of , 1997 among the Catipn, PKS Holdings, Kiewit
Diversified Group, Inc. and Kiewit Construction G Inc.

"Trading Price" shall mean, as of any date, thalingPrice set forth in the most recent Conver§tatio Certificate, as described in
paragraphs E.3. and E.4.

B. Issuance and Attachment.
1. When issued, each share of Class R Stock (ctidrathereof) attached to the share of Class €kSugth respect to which it was distribut

2. Each share of Class R Stock (or fraction th¢rahiched to a share of Class C Stock shall, aatioaily, and without further action by or
on behalf of the Corporation, PKS Holdings, thef@oation's transfer agent or the holder of suchesbfClass R Stock, Class C Stock or
PKS Holdings Stock, attach to the share of PKS gkl Stock for which such share of Class C Stock exehanged.

3. In the event that PKS Holdings shall (i) payhadnd on PKS Holdings Stock in shares of PKS litald Stock, (ii) subdivide its
outstanding shares of PKS Holdings Stock, (iii) bame its outstanding shares of PKS Holdings Statk & smaller number of shares of PKS
Holdings Stock or (iv) issue any shares of cagitatk in a reclassification of the PKS Holdingsc&t@including any such reclassification in
connection with a consolidation or merger), shafes
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Class R Stock (or fractions thereof) which weradaied to PKS Holdings Stock immediately prior @ ticcurrence of any such event shall,
upon the effectiveness of any such event, attach @no rata basis to (x) the PKS Holdings Stockl gl such holder to which such shares of
Class R Stock (or fractions thereof) were attachedjor (y) the capital stock having ownershipriesbns comparable to the PKS Holdings
Stock issuable to such holder as a result of hglthie PKS Holdings Stock to which such shares a6€£R Stock (or fractions thereof) were
attached at such time, as appropriate.

Except as described in paragraph B.2., a sharéasE@® Stock (or fraction thereof) shall detachrfithe share of PKS Holdings Stock to
which it is attached only upon the occurrence pth@ Conversion Condition with respect to suchraled Class R Stock (or fraction thereof),
or (i) a Permitted Transfer. If, within one yediea the Class C Exchange, any holder who hasauaidinsferred to the Corporation prior to
the Class C Exchange shares of Class C Stock whvZlass R Stock was attached, purchases or as®i8 Holdings Stock, the number of
shares of Class R Stock held by such holder whielnat attached to PKS Holdings Stock multipliedtyy Reattachment Ratio shall
immediately attach to such newly purchased or aedwshares of PKS Holdings Stock on a pro ratassbasi

"Reattachment Ratio" shall mean the lesser of.Q)at (ii) a fraction, the numerator of which equtide purchase price paid to PKS Holdings,
for such newly purchased or acquired shares PK8ihtg8 Stock; and the denominator of which equasptlirchase price paid for such sh
of PKS Holdings Stock, sold or transferred to tiSRHoldings.

C. Transfer Restrictions.

1. Prior to the occurrence of the Restricted Pefiednination Date for a given share of Class R I5{oc fraction thereof), any attempted
transfer of such share of Class R Stock (or fradiiereof), except an Attached Transfer, or a RegthiTransfer, shall be void and of no
effect. Neither the Corporation nor its transfeersigshall register any attempted transfer of amgiffizaite representing a share of Class R
Stock (or fraction thereof) prior to the occurrené¢he Restricted Period Termination Date for ssichre of Class R Stock (or fraction
thereof), except an Attached Transfer or a Perthili@nsfer. For purposes hereof, neither the GlaBgchange nor the attachment nor the
reattachment of Class R Stock to PKS Holdings Stgun the occurrence of the Class C Exchange bbabnsidered a transfer of Class R
Stock.

2. Following the occurrence of (i) the Class C Eatulje and (ii) the Restricted Period TerminationedJat a given share of Class R Stock (or
fraction thereof), and until the close of businesghe Mandatory Conversion Date, such share cfSdRaStock (or fraction thereof) shall
separate from the share of PKS Holdings Stock ticlwit was attached and be freely transferable,thadCorporation or its transfer agent
shall from time to time register the transfer of trertificate representing such share of ClassoRkSbr fraction thereof) upon the books of
the Corporation, upon surrender of such certificdtdy endorsed, accompanied by documentationfaetitsy to the Corporation evidencing
that the Restricted Period Termination Date hasiwed with respect to such Class R Stock (or foacthereof).

3. In the event of an Attached Transfer or a PeeahiTransfer of a share of Class R Stock (or foactiereof) following the Class C Exchai
and prior to the Restricted Period Termination Oxteuch share of Class R Stock (or fraction th@réloe Corporation, or its transfer agent,
shall from time to time register such Attached Bfenor Permitted Transfer of the certificate reprging such Class R Stock upon the books
of the Corporation, upon surrender of such cestéi¢c duly endorsed, accompanied by documentatiisfasztory to the Corporation

evidencing the Attached Transfer or Permitted Tiemss the case may be, of such Class R Stock.

D. Optional Conversion.
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1. Subject to the provisions hereof, each sha@ads R Stock (or fraction thereof) may be convkrat the option of the holder thereof (an
"Optional Conversion"), into the number of fullyipand nonassessable shares of Common Stock exjined Conversion Ratio then in effe
No share of Class R Stock (or fraction thereof) layonverted into Common Stock prior to the oange of the Conversion Condition w
respect to such share of Class R Stock (or frattiereof).

2. Other than as set forth in paragraphs L. antidvieof, Class R Stock may not be converted intof@omStock except as follows:

a) In the event that the Common Stock is not Plyblicaded, each share of Class R Stock (or fradtieneof) for which the Conversion
Condition has been met may be converted into Com®&tock on any Business Day during any Private Cxime Period following the earli
of (i) December 31, 1999, or (ii) a Change of Cohtand

b) In the event that the Common Stock is Publialgded, each share of Class R Stock (or fractioretfifor which the Conversion
Condition has been met may be converted into Com®&tock on any Business Day during any Public CasigarPeriod after the Blackout
Period. The "Blackout Period" shall mean the 90-plasfod commencing on the first day on which thenGwn Stock is Publicly Traded;
PROVIDED, HOWEVER, that the Corporation may exté¢mel Blackout Period to a total of up to 180 daysrfithe first day on which the
Common Stock is Publicly Traded if so requestediyinderwriter of Common Stock in connection withirgtial public underwritten
offering thereof.

3. On any redemption or Mandatory Conversion o6€R Stock or any liquidation of the Corporatidrg tight of Optional Conversion shall
terminate at the close of business on the full Bess Day next preceding the date fixed for sucemgdion or Mandatory Conversion or for
the payment of any amounts distributable on ligtiihato the holders of Class R Stock.

4. The Corporation may issue fractions of shareSlass R Stock. The Corporation shall not issuetifsas of shares of Common Stock or
scrip in lieu thereof upon conversion of Class Bc&t If any fraction of a share of Common Stock dpexcept for the provisions of this
paragraph D.4., be issuable upon conversion ofGiags R Stock, the Corporation shall in lieu thépay to the person entitled thereto an
amount in cash equal to the Trading Price therifacemultiplied by the fraction represented bysfiaction of a share of Common Stock.

5. In order to exercise the Optional Conversionilage, the holder of any Class R Stock to be camdeshall surrender his, hers or its
certificate or certificates therefor to the priraipffice of the transfer agent for the Class ReBtr if no transfer agent be at the time
appointed, then the Corporation at its principéice), and shall give written notice to the Corpara at such office that the holder elects to
convert the Class R Stock represented by sucHicatéis, or any number thereof. Such notice shsdl state the name or names (with add

in which the certificate or certificates for shaocdsCommon Stock which shall be issuable on sucetversion, and for any shares of Class R
Stock (or fractions thereof) represented by théfamte or certificates so surrendered which areta be converted, shall be issued, subject to
any restrictions on transfer relating to share€a@inmon Stock issuable upon such conversion or shiates of the Class R Stock (or fractions
thereof). If so required by the Corporation, cartifes surrendered for conversion shall be dulpesati and accompanied by documentation
satisfactory to the Corporation evidencing thatRstricted Period Termination Date has occurral wispect to such Class R Stock.

6. Certificates representing Attached Class R Ssbeltl contain such legends as the Corporatiori deam appropriate.

7. As soon as practicable after receipt during av@osion Period of such notice and documentatiahte surrender of the certificate or
certificates for Class R Stock for which the Comi@n Condition has been met, as aforesaid, thedCatipn shall cause to be issued and
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delivered at such office to such holder, or ondnigs written order, a certificate or certificafies the number of full shares of Common Stock
issuable on such conversion in accordance witlptbeisions hereof and cash as provided in paragbaphhereof in respect of any fraction
of a share of Common Stock otherwise issuable gpoh conversion.

8. The Corporation shall at all times when the €RsStock shall be outstanding reserve and kedfableaout of its authorized but unissued
Common Stock, for the purposes of effecting theveosion of the Class R Stock, such number of itg duthorized shares of Common Stock
as shall from time to time be sufficient to efffoe conversion of all outstanding Class R StocKoietaking any action which would cause
an adjustment reducing the Conversion Value bekeattien par value of the shares of Common Stoclaliids upon conversion of the Clas
Stock, the Corporation will take any corporate@ttivhich may, in the opinion of its counsel, beessary in order that the Corporation may
validly and legally issue fully paid and nonassb&sahares of such Common Stock at such adjustadeZsion Value.

9. All shares of Class R Stock which shall haventmerendered for conversion as herein providell shdonger be deemed to be
outstanding and all rights with respect to suchieshancluding the rights, if any, to receive nes@nd to vote, shall forthwith cease and
terminate except only the right of the holder tioéte receive shares of Common Stock in exchangeefbr and payment of any accrued and
unpaid dividends thereon. Any shares of Class Rk34o converted shall be retired and canceled baliirsot be reissued, and the Corpore
shall from time to time take such appropriate actis may be necessary to reduce the authorized RI&sock accordingly.

E. Determination of Conversion Ratio; Obligationtledé Corporation to Provide Conversion Ratio Ciedies and Appraisals.

1. The Conversion Ratio, Conversion Value and Tgdfirice used for any purpose, including with respethe conversion of Class R Stock,
shall be as set forth in the most recent ConverRitio Certificate, and shall in any case be assté{l pursuant to paragraph F. hereof;
PROVIDED, HOWEVER, that prior to the delivery oftfirst Conversion Ratio Certificate, the Convensitalue shall be equal to the Fixed
Conversion Value, the Trading Price shall be etu#he Base Price and the Conversion Ratio shadoel to the Fixed Conversion Value
divided by the Base Price.

2. The "Conversion Ratio" set forth in a Converdratio Certificate shall be equal to (i) the Comimn Value set forth in such Conversion
Ratio Certificate, divided by (ii) the Trading Reiset forth in such Conversion Ratio Certificate.

3. Beginning with the fiscal year ended Decemberl®99, if, at the end of any fiscal year of thef@wpation the Common Stock is not
Publicly Traded, the Corporation shall, no earlien the January 15 nor later than February 28 uhabedy following the end of such fiscal
year, cause to be provided to each office desigrfateconversion of Class R Stock, a copy of aifteate (the "Private Conversion Ra
Certificate") signed by two officers of the Corptioa setting forth the Conversion Ratio, Conversiaiue and Trading Price as of the end of
such fiscal year, calculated in each case purgoahts paragraph E. In addition, if a Change oftta occurs when the Common Stock is
Publicly Traded, the Corporation shall within 6G/ddollowing such Change of Control, cause to levigied to each office designated for
conversion of Class R Stock, such a Private CoiweiRatio Certificate.

The "Trading Price" set forth in such Private Casi@n Ratio Certificate shall be the Appraised \¢adet forth in the most recent Appraisal
delivered to the Corporation and approved by tharBef Directors.

Beginning with the fiscal year ended December 2991 if, at the end of any fiscal year of the Cogtion the Common Stock is not Publicly
Traded, the Corporation shall cause to be prepanddielivered to the Board of Directors and appidwethe Board of Directors, prior
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to the February 28 immediately following the endso€h fiscal year, an appraisal (an "Appraisal'fhef per share value of the Common S
as of the last day of such fiscal year by an Inmesit Bank. If a Change of Control occurs after Detoer 31, 1999 and the Common Stock is
not Publicly Traded, the Corporation shall causkeagrepared and delivered to the Board of Direcamd approved by the Board of
Directors, within 60 days following such ChangeCamtrol, an Appraisal of the per share value ofGlaenmon Stock as of the date of such
Change of Control. Such Investment Bank shall detex the per share value of the Common Stock the iCommon Stock was Publicly
Traded and shall submit such per share value tBtlaed of Directors for its approval. The value peare of the Common Stock as set forth
in the Appraisal and approved by the Board of Doecshall be the "Appraised Value." In determinihg Appraised Value, the Investment
Bank shall place substantial, but not exclusivepleasis on valuations of comparable companies iptidic equity markets, and shall not
take into account factors such as control premiumisority discounts or illiquidity discounts thabwld not generally apply to such
companies.

As promptly as practicable following its deliverfyany Private Conversion Ratio Certificate, the i@oation shall cause to be given to eac
the registered holders of Class R Stock at suatieinsladdress appearing upon the books of the Giipo a copy of such Private Convers
Ratio Certificate by first class mail, postage piidp

4. During any period in which the Common StockublRly Traded, the Corporation shall, on the Bssiness Day of each calendar month,
cause to be provided to each office designateddnversion of Class R Stock, a copy of a certiéiqétte "Public Conversion Ratio
Certificate"), signed by two officers of the Corption, setting forth the Conversion Ratio, ConvarsValue and Trading Price as of the close
of business on such Business Day, calculated in pursuant to this paragraph E.

The "Trading Price" set forth in such Public Corsien Ratio Certificate shall be equal to the Curfiemading Value of one share of Common
Stock as of the close of business on the last BasiDay of such calendar month. Notwithstandinghang herein to the contrary, if, during
any period being used to calculate such CurrendifigaValue (the "Calculation Period"), any evens loacurred to cause the Conversion
Ratio and/or the Conversion Value to be adjustedyant to paragraph F. hereof (an "Adjustment EYetiite Corporation shall in good faith
determine such Conversion Ratio and/or the Conwergalue, as appropriate, so as to give pro foriferEto the Adjustment Event
immediately prior to the Calculation Period.

The Corporation shall provide any holder of ClasStBck with a copy of any Public Conversion Ratert@icate upon request. Beginning on
the day on which the first Public Conversion R&irtificate is provided pursuant to this paragriph, the Corporation shall maintain a
reasonable means to allow holders to access thee@xion Ratio as set forth in the most recent Rubtinversion Ratio Certificate on an
immediate basis during business hours on each 8ssiday on which Class R Stock is issued and atisig.

5. All calculations and determinations requiredéomade by the Corporation pursuant hereto shatidse by the Corporation in good faith.
All such calculations and determinations shall beatusive unless otherwise specifically providetebg.

6. Conversion Ratio Certificates may, at the Caapion's discretion, be prepared by an agent o€mporation. In such case each such
Conversion Ratio Certificate shall be signed byathorized signatory of such agent and counterditpyetwo officers of the Corporation.

F. Anti-dilution Provisions.

1. If the Corporation shall (a) pay a dividend oy af its shares of capital stock (including Comn&inck) in shares of Common Stock, (b)
subdivide its outstanding shares of Common Stagkzdmbine its outstanding shares of Common Stoicka smaller number of shares of
Common Stock or (d) issue any shares of its cagitalk in a reclassification of the Common
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Stock (including any such reclassification in coetien with a consolidation or merger in which ther@oration is the continuing corporation)
(each, a "Conversion Term Adjustment Event"):

a) Each of the Fixed Terms shall be adjusted tb satue determined by multiplying (x) such FixedMdammediately prior to such
Conversion Term Adjustment Event, by (y) a fractitthe numerator of which is the number of shareSafimon Stock outstanding
immediately prior to such Conversion Term AdjustirEvent, and the denominator of which is the nundfeshares of Common Stock
outstanding immediately after such Conversion TAdjustment Event; and

b) Each of the Inverse Fixed Terms shall be adjusiesuch value determined by multiplying (x) slicherse Fixed Term immediately prior
to such Conversion Term Adjustment Event, by (ffpation, the numerator of which is the numberltdres of Common Stock outstanding
immediately after such Conversion Term Adjustmergr, and the denominator of which is the numbeshafres of Common Stock
outstanding immediately prior to such ConversiomT&djustment Event.

2. [Other adjustments to be added]

3. If any capital reorganization or reclassificatif the capital stock of the Corporation, or cditstion or merger of the Corporation with
another corporation, or share exchange involviegatitstanding shares of the Corporation's capgitaksr the sale of all or substantially all
of its assets to another corporation shall be &ftes such a way that holders of Common Stock &leaéntitled to receive stock, securities,
cash or other property with respect to or in exgeaior Common Stock, then, as a condition of sechganization, reclassification,
consolidation, merger, share exchange or saleulawid adequate provision shall be made wherebhdlters of the Class R Stock shall
have the right to acquire and receive upon coneersf the Class R Stock (after and subject to igiies of holders of Preferred Stock, if any),
such shares of stock, securities, cash or oth@eptpissuable or payable (as part of the reorgdioiz, reclassification, consolidation, merger,
share exchange or sale) with respect to or in exgshéor such number of outstanding shares of Com@&took as would have been received
upon conversion of the Class R Stock at the CoiweiRatio then in effect. The Corporation shall effect any such consolidation, merge
sale, unless prior to the consummation thereo$tieeessor corporation (if other than the Corpondtiesulting from such consolidation or
merger or the corporation purchasing such assatsadsume by written instrument mailed or delidetie the holders of the Class R Stock at
the last address of each such holder appearingeondoks of the Corporation, the obligation todslito each such holder such shares of
stock, securities or assets as, in accordancethétforegoing provisions, such holder may be entitb purchase.

4. The provisions of this subsection F shall ngilapo any Common Stock issued, issuable or deesnéstanding pursuant hereto: (x) to any
person pursuant to any stock option, stock purchasemilar plan or arrangement for the benefiewfployees of the Corporation or its
subsidiaries in effect on the Initial Issuance Datéhereafter adopted by the Board of DirectorthefCorporation, (y) pursuant to options,
warrants and conversion rights in existence onritiial Issuance Date, or (z) on conversion of @lass R Stock.

5. In the event that:

a) the Corporation shall declare any dividend uigd@ommon Stock payable in stock or make any speoridend or other distribution to t
holders of its Common Stock, or

b) the Corporation shall offer for subscription pata to the holders of its Common Stock any adii#i shares of stock of any class or other
rights, or

¢) there shall be any capital reorganization olassification of the capital stock of the Corpasatiincluding any subdivision or combination
of its outstanding shares of Common Stock, or cligfestion or merger of the Corporation with, or safell or substantially all of its assets to,
another corporation, or
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d) there shall be a voluntary or involuntary dissioin, liquidation or winding up of the Corporatjon
then, in connection with such event, the Corporasieall give to the holders of the Class R Stock:

(1) at least twenty (20) days prior written notifehe date on which the books of the Corporativalllose or a record shall be taken for
such dividend, distribution or subscription rightsfor determining rights to vote in respect of aogh reorganization, reclassification,
consolidation, merger, sale, dissolution, liquidator winding up; and

(2) in the case of any such reorganization, reiflaggon, consolidation, merger, sale, dissolutibquidation or winding up, at least twenty
(20) days prior written notice of the date whenghme shall take place. Such notice in accordaitbetive foregoing clause shall also spec
in the case of any such dividend, distributionuscription rights, the date on which the holdédr€@mmon Stock shall be entitled thereto,
and such notice in accordance with the foregoiags# shall also specify the date on which the heldeCommon Stock shall be entitled to
exchange their Common Stock for securities or gpineperty deliverable upon such reorganizationassification consolidation, merger,
sale, dissolution, liquidation or winding up, ase ttase may be. Each such written notice shallNmndiy first class mail, postage prepaid,
addressed to the holders of the Class R Stocleatdtress of each such holder as shown on the lobéties Corporation.

6. If any event occurs as to which, in the opimdthe Board of Directors of the Corporation, tlieyisions of this paragraph F. are not

strictly applicable or if strictly applicable wouttbt fairly protect the rights of the holders o tilass R Stock in accordance with the essentia
intent and principles of such provisions, thenBloard of Directors shall make an adjustment inapglication of such provisions, in
accordance with such essential intent and pringj@e as to protect such rights as aforesaid[inbud event shall any adjustment have the
effect of increasing the Base Price or reducingrilted Term as otherwise determined pursuant too&tlye provisions of this paragraph

F., except in the case of a combination of shafastype contemplated in paragraph F.2., and themievent shall the Base Price be adjusted
to an amount larger than the Base Price as adjpstesdiant to paragraph F.2.

[7. Notwithstanding any other provision of this @araph F., no adjustments shall be made to thalHigems or the Inverse Fixed Terms
pursuant to this paragraph F. as a result of avigetid to which holders of Class R Stock are esditb receive pursuant to paragraph H.
hereof.]

G. Rank.

The Class R Stock shall, with respect to divideistrithutions and with respect to distributions e$ets and rights upon the liquidation,
winding up and dissolution of the Corporation, ramka parity with Common Stock and junior to PrefdrStock.

H. Dividends.

1. After dividends have been declared and set asidey Preferred Stock having a preference ove€Cthmmon Stock and Class R Stock
with respect to the payment of such dividends, éidaf Class R Stock shall only be entitled to inezdividends, out of any assets or funds
legally available therefor, in an amount per shidr€lass R Stock as set forth below:

a) If and when a Regular Dividend is declared, mount which is equal to (i) the Conversion Ratiertlin effect multiplied by (ii) the
aggregate per share amount of such Regular Dividiegadared on the Common Stock of the Corporatou;

b) If and when an Extraordinary Dividend is decthran amount which is equal to (i) the ConversiatidRthen in effect multiplied by (ii)
one-fourth of (A) the aggregate per share amouatl@fash portions of such Extraordinary Dividerdsp(B) the aggregate per
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share amount (based upon the fair market valuleeohon-cash portion of such Extraordinary Dividanthe time such Extraordinary
Dividend is declared or paid as determined in giaiith by the Board of Directors of the Corporatiafilall non-cash portions of such
Extraordinary Dividend, in each case as declaretherCommon Stock of the Corporation.

Such dividends shall be declared and paid conteamgausly with the declaration and payment of theted dividend on the Common Stock;
and the foregoing are the only times when a divildeshall be declared and paid with respect to thestR Stock.

2. All dividends paid with respect to shares ofgsSI& Stock pursuant to this paragraph H. shalkliek gro rata and in like manner to all of the
holders entitled thereto.

3. No Regular or Extraordinary Dividends shall leeldred by the Board of Directors of the Corporatio paid or set apart for payment by
Corporation on Common Stock unless, contemporamgtherewith, a like ratable dividend calculatedatcordance with this paragraph H. is
declared and paid, or declared and a sum set syfficient for such payment, on the Class R Stpalyable as set forth herein.

I. Liquidation Rights.

In the event of any voluntary or involuntary ligattbn, dissolution or winding up of the Corporati@hiquidation") the holders of Class R
Stock then outstanding shall be entitled to be patiably out of the assets and funds of the Cotpordegally available for distribution to its
stockholders, after and subject to the paymentlirof all amounts required to be distributed te tiolders of any Preferred Stock upon
Liguidation, an amount equal to (a) the LiquidatiRatio then in effect multiplied by (b) the aggregper share amount of all assets and funds
remaining available for distribution to holders@immon Stock and Class R Stock.

J. Voting.

Each issued and outstanding share of Class R Statkbe entitled to vote only (i) for the electiohdirectors, and (ii) as required by law. On
matters on which the holders of Class R Stock atiled to vote, each issued and outstanding stfa@ass R Stock (or fraction thereof) sl
be entitled to the number of votes equal to thev@mion Ratio, such number to be determined alseofé¢cord date for determination of
shareholders entitled to vote on such matter. Eb@epequired by law, holders of Class R Stocklstudé together with the holders of
Common Stock as a single class on all matters aohwiolders of Class R Stock are entitled to vote.

K. Conversion at the Option of the Corporation.

1. In the event that the Board of Directors of @@ poration determines that the Corporation (igtaky action which would require a vote of
the Class R Stock as a separate class, or (iippdxtraordinary Dividend, the Corporation maytsiption, elect to cause all, but not less
than all, shares of Class R Stock (or fractionseth® to be converted into Common Stock at the @osien Ratio in effect on the date the
Board of Directors determines to cause such a esiore PROVIDED, HOWEVER, that if the ConversiontiRédn effect as of such date was
calculated using a Conversion Value of less tham®2 such Conversion Ratio shall be recalculasiagua Conversion Value of $25.00.
Upon such election by the Corporation, the Conear§iondition shall be deemed to have occurred retpect to all shares of Class R Stock.

2. All holders of record of shares of Class R Stadkbe given at least ten (10) days prior writtestice of the date fixed and the place
designated for such conversion of Class R Stoc&yaunt to this paragraph K. Such notice shall belsemail, first class, postage prepaid, to
each record holder of shares of Class R Stockcdt salder's address appearing on the stock regBteor before the date fixed for
conversion each holder of shares of Class R Stoak surrender his or its certificate or certifieaffor all such shares to the Corporation a
place designated in such notice, and shall theneadteive certificates for the number of shares of
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Common Stock to which such holder is entitled panguo this paragraph K. On the date fixed for @sion, all rights with respect to the
Class R Stock so converted will terminate, exceby the rights of the holders thereof, upon surezraf their certificate or certificates
therefor, to receive certificates for the numbesliudres of Common Stock into which such Class Rk3tas been converted and payment of
any accrued and unpaid dividends thereon. If soired by the Corporation, certificates surrenddogdonversion shall be endorsed or
accompanied by written instrument or instrumentsarisfer, in form satisfactory to the Corporatidaly executed by the registered holder or
by his attorneys duly authorized in writing. Allrtiécates evidencing shares of Class R Stock whighrequired to be surrendered for
conversion in accordance with the provisions hesball, from and after the date fixed for convemsioe deemed to have been retired and
canceled and the shares of Class R Stock represtateeby converted into Common Stock for all psg® notwithstanding the failure of the
holder or holders thereof to surrender such cedtifis on or prior to such date. As soon as prdu#icdter the date of such conversion and the
surrender of the certificate or certificates foa§d R Stock as aforesaid, the Corporation shadlecaube issued and delivered to such holder,
or on his or its written order, a certificate ortdeates for the number of full shares of Comn&tock issuable on such conversion in
accordance with the provisions hereof and cash@sded in paragraph D. 4. hereof in respect of faagtion of a share of Common Stock
otherwise issuable upon such conversion.

L. Mandatory Conversion.

1. Each share of Class R Stock outstanding asdffdmdatory Conversion Date shall, automaticalg without further action by or on
behalf of the Corporation, the Corporation's transigent or the holder of such share of Class BkSbe converted (a "Mandatory
Conversion") into shares of Common Stock at thev@msion Ratio then in effect as of such Mandatooy@rsion Date.

2. All holders of record of shares of Class R Stilkbe given written notice at least ten (10) daorior to the Mandatory Conversion Date
stating the place designated for mandatory conmersi all of such shares of Class R Stock purstatitis paragraph L. Such notice shall be
sent by mail, first class, postage prepaid, to eéacbrd holder of shares of Class R Stock at sodifen's address appearing on the stock
register. On or before the Mandatory ConversioreDaach holder of Class R Stock shall surrendenthiis certificate or certificates for all
such shares to the Corporation at the place desigiasuch notice, and shall thereafter receiveficates for the number of shares of
Common Stock to which such holder is entitled pangéuo this paragraph L.2. On the date fixed forvession, all rights with respect to the
Class R Stock so converted will terminate, excapy the rights of the holders thereof, upon surssraf their certificate or certificates
therefor, to receive certificates for the numbesliodres of Common Stock into which such Class Rk3tas been converted and payment of
any accrued and unpaid dividends thereon. If soired by the Corporation, certificates surrenddogdonversion shall be endorsed or
accompanied by written instrument or instrumentsaisfer, in

form satisfactory to the Corporation, duly executgdhe registered holder or by his attorneys duithorized in writing. All certificates
evidencing shares of Class R Stock which are redu be surrendered for conversion in accordariitethie provisions hereof shall, from
and after the date fixed for conversion, be deetndtdhve been retired and canceled and the shafélsss R Stock represented thereby
converted into Common Stock for all purposes, nihtstanding the failure of the holder or holdergéloéto surrender such certificates on or
prior to such date. As soon as practicable afeedtite of such Mandatory Conversion and the sueresicthe certificate or certificates for
Class R Stock as aforesaid, the Corporation shake to be issued and delivered to such holden bis or its written order, a certificate or
certificates for the number of full shares of Conm&iock issuable on such conversion in accordaiitetine provisions hereof and cash as
provided in paragraph D.4. hereof in respect of faagtion of a share of Common Stock otherwiseabseiupon such conversion.
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ARTICLE VII
PREFERRED STOCK

The Preferred Stock may be issued from time to isiberein provided in one or more series. Thegdations, relative rights, preferences
and limitations of the Preferred Stock, and paltidy of the shares of each series thereof, matheaxtent permitted by law, be similar to or
differ from those of any other series. The Boar®oéctors is hereby expressly granted authorithject to the provisions of this Article VII,
to fix, from time to time before issuance therdéb& number of shares in each series and all deagigsarelative rights, preferences and
limitations of the shares in each such seriesudinly, but without limiting the generality of therégoing, the following:

A. the designation of the series and the numbshafes to constitute each series;

B. the dividend rate on the shares of each sartgg]jitions on which and times at which dividends ayable, whether dividends shall be
cumulative, and the preference or relation (if amith respect to such dividends (including prefeenover dividends on the Common Stock
or any other class or classes);

C. whether the series will be redeemable (at th®of the Corporation or the holders of such ekar both, or upon the happening of a
specified event) and, if so, the redemption praned the conditions and times upon which redemptiag take place and whether for cash,
property or rights, including securities of the @anation or another corporation;

D the terms and amount of any sinking, retirememuwchase fund;

E. the conversion or exchange rights (at the opifdhe Corporation or the holders of such shardsoth, or upon the happening of a
specified event), if any, including the conversarexchange price and other terms of conversi@xohange;

F. the voting rights, if any (other than any votiights that the Preferred Stock may have as semattiaw);
G. any restrictions on the issue or reissue orcfadelditional Preferred Stock;

H. the rights of the holders upon voluntary or ilwiary liquidation, dissolution or winding up dfe affairs of the Corporation (including
preferences over the Common Stock or any othes daslasses or series of stock); and

I. such other special rights and privileges, if diay the benefit of the holders of Preferred Staskshall not be inconsistent with provision
this Second Restated Certificate of Incorporation.

All shares of Preferred Stock of the same seriafi bk identical in all respects, except that shafeany one series issued at different times
may differ as to dates, if any, from which dividertiereon may accumulate. All shares of PrefertedkSof all series shall be of equal rank
and shall be identical in all respects except @ngtseries may differ from any other series wilpeet to any one or more of the designations,
relative rights, preferences and limitations ddsedior referred to in subparagraphs A. to I. ingligbove.
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ARTICLE VIl
DIRECTORS

A. The Board of Directors shall consist of no fewrean six persons and no more than fifteen persorssuch number shall be fixed by, or in
the manner provided in, the By-laws of the Corgorat

B. Upon the Effective Time, the Board of Directshall be divided into three classes to be designateClass |, Class Il and Class Ill. The
Board of Directors, by resolution, shall desigrthie class in which each of the directors then fitefshall serve upon such classification.
terms of office of the classes of directors sogieatied by the Board of Directors shall expire attttnes of the annual meetings of the
stockholders as follows: Class | on the first ahmueeting of stockholders following the Effectivérie, Class Il on the second annual
meeting following the Effective Time and Classdt the third annual meeting following the Effectiliene, or thereafter in each case when
their respective successors are elected and cuehl#it each subsequent annual election, the diectwsen to succeed those whose terms ar
expiring shall be identified as being of the sahas<as the directors whom they succeed, andlshallected for a term expiring at the tim

the third succeeding annual meeting of stockho|dmrthereafter in each case when their respestieeessors are elected and qualified. The
number of directorships shall be apportioned anmbeglasses so as to maintain the classes as egaidy in number as possible.

C. A director may be removed from office only fause and only by vote of at least a majority ofdhtstanding stock entitled to vote in an
election of directors.

D. Any vacancy on the Board of Directors, howewsulting, may be filled by a majority of the dirext then in office, even if less than a
qguorum, or by a sole remaining director. Any dicectlected to fill a vacancy shall hold office foterm that shall coincide with the term of
the class to which such director shall have beected.

ARTICLE IX
DUTY OF THE CORPORATION TO REPURCHASE COMMON STOCK

A. Subject to the limitations set forth below instirticle IX, and only until such time as the CommStock has become Publicly Traded,
holders of Common Stock may at any time on or godhe fifteenth day of any calendar month oftes¢ll part or all of their shares of
Common Stock to the Corporation by delivering thdificate or certificates for such stock with atten notice offering such stock to the
Corporation. Any such offer shall be accepted leyGorporation, and payment shall be made for stoatk svithin 60 days after receipt of
such certificates and such written notice by thgation, without interest.

B. Suspension of Repurchase Duties.

If the Board of Directors determines that the Fdantalue at the end of the fiscal year during wiscleh determination is made is likely tc
less than (i) the Formula Value at the end of tter fliscal year less

(i) the aggregate amount of dividends declarethenCommon Stock since the end of the prior figealr, the Board may suspend the
Corporation's duty to repurchase shares of Comnteck3n accordance with this Article

IX. Any such suspension shall not extend for aquetbnger than 365 days from the date of the Bsateltlaration of suspension. During any
such suspension period, the Corporation shalleminchase any shares of Common Stock tenderedgarahase pursuant to subparagraph
A, of this Article IX.
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C. Limitations on Cash Repurchase Duties.

1. For purposes of this paragraph C., the "10% Stole" means a number of shares of Common Stockl ¢0jll0% of the aggregate number
of such shares outstanding as of the end of thalfiear ending immediately prior to the date dedwmination.

2. If, after taking into account the number of glsanf Common Stock tendered for repurchase by tiipdCation during the first 15 days of
any calendar month (the "Tendered Shares"), theeggte number of shares of such stock that haue teedered for repurchase during the
fiscal year during which such month falls equalexceeds the 10% Threshold, the Board of Direatag declare that cash payments for the
repurchase of Common Stock are not in the bestesite of the Corporation. The Board of Directoralistnake any such declaration prior to
the last day of the relevant calendar month antl granptly provide to the holders of Tendered ®sawith respect to such calendar month a
notice specifying:

(a) the percentage (the "Specified PercentageheoTendered Shares that will be purchased for @alsith may, in the discretion of the
Board of Directors, be a percentage calculatedhid the aggregate number of shares purchasedfdr during the relevant fiscal year to the
10% Threshold or a greater percentage); and

(b) the terms (including interest rate and prepaymights, if any) of promissory notes maturingaodate to be determined by the board of
Directors, but not later than ten years after thie dipon which the holder of such note tendered ¢melered Shares, which will be issued by
the Corporation in payment for any Tendered Shidnatsare not purchased for cash and the tendehizhvis not withdrawn pursuant to
subparagraph 3, below.

3. Upon receipt of the notice required by subpaplgr2, each holder of Tendered Shares may eledgthidraw such holder's tender of a
number of shares of Common Stock not exceedinguhgber of shares in excess of the number deterntipexultiplying the Specified
Percentage by the number of shares tendered byhsladr. Notice of any such election shall be piled to the Corporation not later than ten
days after the date upon which such holder receéhesgotice provided by the Corporation pursuarstuioparagraph 2, above.

4. After the date of any declaration by the BodrBioectors pursuant to subparagraph 2, the Cotmorahall continue to be obligated to
purchase shares of Common Stock subsequently thétarrepurchase during the relevant fiscal yiear payment for any such shares shall
be made in the form of a promissory note maturingalate to be determined by the Board of Directmusnot later than ten years after the
date upon which such shares are tendered. The tdramy such notes shall be determined by the BofiRiirectors at the time at which any
of the Common Stock is tendered; PROVIDED, HOWEVHER} the Corporation shall provide notice to agrydering stockholder of the
terms of such note not later than ten days afeed#te of tender, and such stockholder shall h#dezhto withdraw the tender of any or all of
such shares by providing written notice of sucthdiwal to the Corporation not later than ten dsfyer the date upon which such holder
receives the notice of such terms from the Corpmmat

D. Common Stock Per Share Price.

Subject to the limitations set forth in this ArédlX, the Corporation shall purchase any sharearhi@on Stock pursuant to this Article IX for
a price equal to the Common Stock Per Share Price.

E. Definitions for purposes of Article IX.
1. "Common Stock Per Share Price" with respechtoshare of Class D Stock, means the amount detechiiy dividing:

(@) the sum of (i) the Formula Value PLUS (ii) thartion of the face amount of any outstanding Catilvle Debentures convertible into
Common Stock, determined as of the fiscal yeariemdediately preceding the date of determinatior (frior year end"); by
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(b) the sum of (i) the total number of issued antstanding shares of Common Stock, PLUS (ii) thal toaumber of shares reserved for the
conversion of outstanding Convertible Debentures/edible into Common Stock, in each case deterthaeeof the prior year end; and

deducting from the quotient (rounded to the neg&@g5) the amount of any dividends per share dedlan Common Stock subsequent tc
prior year end.

2. "Convertible Debenture" means any debenturgt@mraonstrument evidencing indebtedness of the @attpn convertible at any time into
shares of Common Stock.

3."Formula Value" means:

(a) if such Formula Value is being determined athefend of the fiscal year ending December 277 18® total stockholders' equity of the
Corporation and its consolidated Subsidiaries,rd@teed by independent certified public accountamisonformity with generally accepted
accounting principles applied on a consistent basigf [the Exchange Date], 1997 after giving @ffeche exchange on that date of the st
of the Corporation's then outstanding Class C Goosbn & Mining Group Restricted Redeemable Cotitakr Exchangeable Common
Stock, par value $.0625 per share, for sharesrahwen stock of PKS Holdings, Inc.; or

(b) if such Formula Value is being determined athefend of any fiscal year ending after Decemlierl897, the total stockholders' equity as
shown on the consolidated balance sheet containgekiConsolidated Financial Statements of the @atmn and consolidated Subsidiaries,
prepared in conformity with generally accepted aotimg principles applied on a consistent basigherCorporation and its consolidated
Subsidiaries as of the fiscal year end immedigtedgeding the date of determination (the "priomyead") and audited and certified by an
independent firm of certified public accountanteseed and engaged by the Board of Directors; MINUS

(c) the sum of (x) such total stockholders' egaityibutable to any issued and outstanding PredeBteck, plus (y) the amount of any accrt
accumulated and undeclared dividends thereonsalf the date of determination.

4. "Publicly Traded" means as to the Common Stthekt, (x) the stock has been listed on a UnitedeStaational or regional stock exchange,
(y) the stock is quoted on the Nasdaq National Mok the Nasdaq SmallCap Market or (z) the Bo&ifdi@ctors determines that the stock
has otherwise become publicly traded. In makindrsudetermination, the Board may consider the aqu and means of trading in the
stock.

5. "Subsidiary" means a corporation, partnershiptber entity with respect to which the Corporatimids, directly or indirectly, at least a
majority of the issued and outstanding capitallstmcother equity interests, measured in termetal dollar value if such entity has
outstanding more than one class of capital stoaktmer equity interests.

F. Notwithstanding any other provision hereof wigspect to the Common Stock, other than as sét ifoArticle V, paragraph D., in no eve
shall (i) any holder of Common Stock, Non-Redeem&s#ries have any right to require the Corpordtaepurchase such holder's shares of
Common Stock, Non-Redeemable Series; (ii) Commonk$tNon-Redeemable Series be convertible intos3taStock; (ii) Common Stock,
Non-Redeemable Series be subject to exchange for Cl&eck by the Corporation; or (iv) Common Stddkn-Redeemable Series be
subject to any redemption.
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ARTICLE X
STOCKHOLDERS' VOTE

Any action required or permitted to be taken at angual or special meeting of stockholders mayakert only upon the vote of the
stockholders at an annual or special meeting doficed and called, as provided in the By-laws ef @orporation, and may not be taken by a
written consent of the stockholders.

ARTICLE Xl
INDEMNIFICATION

The Corporation shall indemnify each person whar iwas a director, officer or employee of the Cogpion (including the heirs, executors,
administrators or estate of such person) or isas serving at the request of the Corporation aseatdr, officer or employee of another
corporation, partnership, joint venture, trust threw enterprise, to the fullest extent permittedarSubsections 145(a), (b), and (c) of the
DGCL or any successor statute.

The indemnification provided by this Article XI dhaot be deemed exclusive of any other rights hiclv any of those seeking
indemnification or advancement of expenses maynkilezl under any by-law, agreement, vote of stobttérs or disinterested directors or
otherwise, both as to action in his official capaeind as to action in another capacity while hajdsuch office, and shall continue as to a
person who has ceased to be a director, officep|a@rae or agent and shall inure to the benefiheftieirs, executors and administrators of
such a person.

ARTICLE Xl
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdgnéable to the Corporation or its stockholdees fnonetary damages for breach of fiduciary
duty as a director, except for liability (i) forybreach of the director's duty of loyalty to ther@oration or its stockholders, (ii) for acts or
omissions not in good faith or which involve intental misconduct or a knowing violation of law,)iinder Section 174 of the DGCL, or (
for any transaction from which the director deriadimproper personal benefit. If the DGCL is aneshdfter approval by the stockholder
this Article XII to authorize corporate action foetr eliminating or limiting the personal liabiliof directors, then the liability of a director of
the Corporation shall be eliminated or limitedhe fullest extent permitted by the DGCL as so aradnd

Any repeal or modification of the foregoing parggrdy the stockholders of the Corporation shallathtersely affect any right or protection
of a director of the Corporation existing at thradiof such repeal or modification.

ARTICLE XIV
SPECIAL MEETINGS

Special meetings of the stockholders of the Cotpmrdor any purpose or purposes may be callechatiane by the Board of Directors, the
President, the Chief Executive Officer or the Cimain of the Board of Directors. Special meetingthefstockholders of the Corporation may
not be called by any other person or persons.

ARTICLE XV
RATIFICATION BY STOCKHOLDERS

Any contract, transaction or act of the Corporatiof the directors, which shall be ratified bynajority of a quorum of the stockholders t
entitled to vote at any annual meeting or at arcisph meeting called for such purpose, shall, sa$gpermitted by law and by this Certificate
of Incorporation, be as valid and as binding asigioratified by every stockholder entitled to vatesuch meeting.
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ARTICLE XVI
AMENDMENTS OF CERTIFICATE

The Corporation reserves the right to amend, atteange or repeal any provision contained in teiso8d Restated Certificate of
Incorporation or in any amendment hereto by thierafitive vote of a majority of the outstanding $t@ntitled to vote thereon; provided,
however, that the provisions of this Second Regt@kertificate of Incorporation requiring for actibg the stockholders a vote of at least
sixty-six and two-thirds percent (66 2/3%) shalt he amended except by such vote; and PROVIDED FHER, that (A) the formulae for
determining Formula Value or Common Stock Per SRaiee shall not be amended except by the affineatote of at least eighty percent
(80%) of the outstanding stock entitled to votadloa and (B) this Article XVI shall not be amendeatept by the affirmative vote of at least
sixty-six and two-thirds percent (66 2/3%) of thestanding stock entitled to vote thereon.

ARTICLE XVII
CREDITORS

Whenever a compromise or arrangement is proposedbe this Corporation and its creditors or ang<lef them and/or between this
Corporation and its stockholders or any class eifithany court of equitable jurisdiction within tBtate of Delaware may, on the application
in a summary way of this Corporation or of any @@dor stockholder thereof on the application o @aeceiver or receivers appointed for
Corporation under the provisions of section 29Tité 8 of the DGCL or on the application of trus¢en dissolution or of any receiver or
receivers appointed for the Corporation under tiowipions of Section 279 of Title 8 of the DGCLder a meeting of the creditors or class of
creditors, and/or of the stockholders or classafldholders of the Corporation, as the case mayoldee summoned in such manner as the
court directs. If a majority in number representihgeefourths in value of the creditors or class of ctedi, and/or of the stockholders or cl

of stockholders of this Corporation, as the casg b agree to any compromise or arrangement aadytoeorganization of this Corporation
as consequence of such compromise or arrangerhergaid compromise or arrangement and the saidaeization shall, if sanctioned by
court to which the said application has been mhddyinding on all the creditors or class of craditand/or on all the stockholders or class of
stockholders, of this Corporation, as the case bbeaynd also on this Corporation.

ARTICLE XVIII
BY-LAWS

In furtherance and not in limitation of the poweomferred by statute, the Board of Directors isregply authorized to adopt, repeal, alter,
amend or rescind the By-laws of the Corporatioraddition, the By-laws of the Corporation may bemated, repealed, altered, amended or
rescinded by the affirmative vote of at least sisity and two-thirds percent (66 2/3%) of the outdtag stock entitled to vote thereon.

IN WITNESS WHEREOF, the Corporation has caused$eisond Restated Certificate of Incorporation tgigaed by , its President, this «
of , 1997.

By:
PRESIDENT
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PETER KIEWIT SONS', INC .
PROXY SOLICITED BY THE BOARD OF DI RECTORS FOR
THE SPECIAL MEETING OF STOCKHOLDERS, , 1997

PROXY

The undersigned hereby appoints ,

and , or any of them or their substitutes, as m&p@ach with the power to appoint his substituté, hereby authorizes them to represent and
to vote, as designated below, all the shares ohoamstock of Peter Kiewit Sons', Inc. held of recby the undersigned at the close of
business on, 1997, at the Special Meeting of $imlders to be held , , 1997, or any adjournmemiostponement thereof. In their discretion,
the proxies are authorized to vote upon such dibisiness as may properly come before the meeting.

This proxy, when properly executed, will be votadhe manner directed herein by the undersignet Hirection is made, this proxy will be
voted FOR proposals 1 and 2.

TO ENSURE YOUR REPRESENTATION AT THE SPECIAL MEET& YOU ARE URGED TO COMPLETE, SIGN AND DATE THIS
PROXY CARD AND RETURN IT AS PROMPTLY AS POSSIBLE INHE ENCLOSED POSTAGE-PREPAID ENVELOPE.

The undersigned hereby acknowledges receipt dfithiee of Special Meeting and the Proxy StatemeimttProspectus, dated , 1997.
/X! PLEASE MARK YOUR
VOTES AS IN THIS EXAMPLE.

FOR  AGAINST ABSTAIN
1. Ratification of the decision of the Board of 1/ /1 11
Directors of PKS (the "PKS Board") to separate the
construction business of PKS and the diversified
business of PKS into two independent companies. The
PKS Board would effect this separation by (i)
declaring a dividend of eight-tenths of one share o f
newly created Class R Convertible Common Stock, par
value $.01 per share ("Class R Stock"), of PKS with
respect to each outstanding share of Class C
Construction & Mining Group Restricted Redeemable
Convertible Exchangeable Common Stock, par value
$.0625 per share ("Class C Stock") of PKS, and (i)

causing each outstanding share of Class C Stock to be
mandatorily exchanged by resolution of the PKS Boar d
pursuant to existing provisions of the PKS Restated

Certificate of Incorporation (the "PKS Certificate" )
for one share of Common Stock, par value $.01 per

share, of PKS Holdings, Inc., a newly formed, direc t,
wholly owned subsidiary of PKS, to which the Class R

Stock would attach (collectively, the "Transaction" ).



FOR  AGAINST ABSTAIN
2. Approval of amendments of the PKS Certificate, t o [/l /1 11
be implemented promptly following approval at the
Special Meeting, to (i) create the Class R Stock to
be distributed in the Class R Stock Distribution
pursuant to the Transaction, (ii) increase from
50,000,000 to 500,000,000 the number of shares of
Class D Stock which PKS is authorized to issue and
(iii) designate 10 shares of Class D Stock as "Clas s
D Stock, Non-Redeemable Series."

FOR  AGAINST ABSTAIN

3. Approval of amendments of the PKS Certificate, t o [/l /1 11
be implemented only if the Transaction is

consummated, to (i) change the name of PKS from

"Peter Kiewit Sons', Inc." to "Diversified Holdings ,
Inc."; (ii) redesignate Class D Stock as "Common

Stock, par value $.01 per share"; (iii) authorize t he
issuance of series of preferred stock, the terms of

which are to be determined by the Diversified

Holdings Board; (iv) modify the repurchase rights t 0
which the holders of Class D Stock are entitled; (v )
delete the provisions regarding Class C Stock; (vi)

classify the Diversified Holdings Board; (vii)

prohibit stockholder action by written consent;

(viii) empower the Diversified Holdings Board,

exclusively, to call special meetings of the

stockholders; (ix) require a super-majority vote of

stockholders to amend the Diversified Holdings

by-laws; and (x) make certain other changes,

consistent with the implementation of the foregoing

FOR  AGAINST ABSTAIN

4. Approval of the amendment and restatement to the 11 /1 11
Peter Kiewit Sons', Inc. 1995 Class D Stock Plan, a S
the Restated Plan (i) increasing the number of shar es

of Class D Stock reserved for issuance upon the
exercise of stock-based awards from 1,000,000 to

, (i) providing for the acceleration of
vesting of such awards in the event of a Change
Control of PKS (as defined in the Restated Plan),
(i) providing for a tax gross-up in the event tha t
options awards granted or vesting pursuant to the
Restated Plan are deemed to be "excess parachute
payments" within the meaning of Section 280G of the
Code and (iv) allowing for the grant of stock-based
awards to directors of PKS and KDG who are not also
employees of PKS or KDG.

SIGNATURE(S) DATE
SIGNATURE(S) DATE

NOTE: Please sign exactly as name appears her@ohodvners should each sic
When signing as attorney, executor, administratostee or guardian, please indicate full titlesash. Please mark, sign, date and return the
proxy promptly in the enclosed postage paid enw|



PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 145 of the Delaware General Corporation (the "'DGCL") empowers a Delaware corporation weimnify any person who was or
is a party or is threatened to be made a partpydfareatened, pending or completed action, syitroceeding, whether civil, criminal,
administrative or investigative (other than an@ttdy or in the right of such corporation) by reasd the fact that such person is or was a
director, officer, employee or agent of such coapion, or is or was serving at the request of suporation as a director, officer, employee
or agent of another corporation or enterprise. #eommtion may, in advance of the final dispositadrany civil, criminal, administrative or
investigative action, suit or proceeding, pay tkeemses (including attorneys' fees) incurred byddfiger, director, employee or agent in
defending such action, provided that the directasflicer undertake to repay such amount if it sbhiimately be determined that he or she in
not entitled to be indemnified by the corporatidrcorporation may indemnify such person againseasps (including attorneys' fees),
judgments, fines and amounts paid in settlementdgtand reasonably incurred by such person imeotion with such action, suit
proceeding if he or she acted in good faith ana imanner he or she reasonably believed to benotarpposed to the best interests of the
corporation, and, with respect to any criminal@ttbr proceeding, had no reasonable cause to bdlisvor her conduct was unlawful.

A Delaware corporation may indemnify officers arigdtors in an action by or in the right of the poration to procure a judgment in its
favor under the same conditions, except that nermdfication is permitted without judicial approvathe officer or director is adjudicated to
be liable to the corporation. Where an officer mector is successful on the merits or otherwisthendefense of any action referred to above,
the corporation must indemnify him or her agaihstéxpenses (including attorneys' fees) which teheractually and reasonably incurred in
connection therewith. The indemnification providedot deemed to be exclusive of any other rightstich an officer or director may be
entitled under any corporation's by-law, agreemeste or otherwise.

Section 145 of the DGCL empowers a Delaware cotfmordo purchase and maintain insurance on belféi officers and directors against
any liability asserted against them incurred whitéing in such capacities or arising out of th&atiss as such.

In accordance with Section 145 of the DGCL, ArtiSigth of the PKS Certificate and Section 51 of S By-laws provide that PKS shall
indemnify each person who is or was a directoiceffor employee of PKS (including the heirs, exers) administrators or estate of such
person) or is or was serving at the request of B8 director, officer or employee of another coapion, partnership, joint venture, trust or
other enterprise, to the fullest extent permittadar subsections 145(a), (b) and (c) of the DGCanyr successor statute. The indemnifica
provided by the PKS Certificate and the PKS By-laWall not be deemed exclusive of any other rightshich any of those seeking
indemnification or advancement of expenses maynkidezl under any by-law, agreement, vote of shalddrs or disinterested directors or
otherwise, both as to action in such person'siafftapacity and as to action in another capachiyjferholding such office, and shall continue
as to a person who has ceased to be a directmenfmployee or agent and shall inure to the fitewfethe heirs, executors and
administrators of such a person. Article

[seventh] of the PKS Certificate provides that@ctior of PKS shall not be personally liable to Ri¢Sts stockholders for monetary damages
for breach of fiduciary duty as a director, exciptliability (i) for any breach of the directority of loyalty to PKS or its stockholders, (ii)
for acts or omissions not in good faith or whichalve intentional misconduct or a knowing violatiohlaw, (iii) under Section 174 of the
DGCL, or (iv) for any transaction from which theetitor derived an improper personal benefit. IfE&CL is amended further eliminating
limiting the personal liability of directors, théine liability of a director of PKS shall be elimbed or limited to the fullest extent permitted by
the DGCL as so amended.
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The PKS Holdings Certificate and PKS By-laws wihtain provisions with respect to the indemnifioatand limitation on liability of
directors indentical to those included in the PKStificate and PKS By-laws.

In accordance with Section 145 of the DGCL, purstahe Certificate Amendments, Article VIII ofdtDiversified Holdings Certificate and
Article VIII the Diversified Holdings By-Laws wilprovide that Diversified Holdings shall indemnifgah person who is or was a director,
officer or employee of Diversified Holdings (incind the heirs, executors, administrators or esibgeich person) or is or was serving at the
request of Diversified Holdings as director, office employee of another corporation, partnerghoipt venture, trust or other enterprise, to
the fullest extent permitted under subsections d4%k), and (c) of the DGCL or any successor &taflhe indemnification to be provided by
the Diversified Holdings Certificate and the Diviiexl Holdings By-Laws shall not be deemed exclasi¥ any other rights to which any of
those seeking indemnification or advancement oéagps may be entitled under any by-law, agreemet#,of stockholders or disinterested
directors or otherwise, both as to action in higer official capacity and as to action in anotbegacity while holding such office, and shall
continue as to a person who has ceased to beciadjrefficer, employee or agent and shall inurthebenefit of the heirs, executors and
administrators of such a person. Expenses (inajuditorneys' fees) incurred in defending a civiininal, administrative or investigative
action, suit or proceeding upon receipt of an utadkémng by or on behalf of the indemnified persomdpay such amount if it shall ultimately
be determined that he or she is not entitled tmtemnified by Diversified Holdings. The DiversifidHoldings Certificate will further provic
that a director of Diversified Holdings shall nat personally liable to Diversified Holdings or #t®ckholders for monetary damages for
breach of fiduciary duty as a director, exceptlifaility (i) for any breach of the director's duty loyalty to Diversified Holdings or its
stockholders, (ii) for acts or omissions not in ddaith or which involve intentional misconductaknowing violation of law, (iii) under
Section 174 of the DGCL, or (iv) for any transacticom which the director derived an improper peeddenefit. If the DGCL is amended to
authorize corporate action further eliminatingiorifing the personal liability of directors, themetliability of a director of Diversified
Holdings shall be eliminated or limited to the &gt extent permitted by the DGCL as so amended.

The Diversified Holdings By-Laws will provide thBiversified Holdings may purchase and maintain iaeae on behalf of its directors,
officers, employees and agents against any lisslisserted against such persons arising outbfeapacities.
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ITEM 21. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

EXHIBIT NO.

2.1* Form of Separation Agreement bet

2.2** Form of Warrant Agreement

3.1** Restated Certificate of Incorpor
3.1 to the PKS Annual Report on
1996 which incorporates by refer
10-K for the fiscal year ended D

3.2** Amended and Restated By-laws of
the PKS Annual Report on Form 10
which incorporates by reference
for the fiscal year ended Decemb

3.3** Form of Proposed Second Restated
Diversified Holdings, Inc.) (inc
Prospectus contained herein)

3.4* Form of Proposed Amended and Res

3.5* Certificate of Incorporation of

3.6** By-laws of PKS Holdings

3.7** Form of Proposed Restated Certif
Appendix D to the Proxy Statemen

3.8* Form of Proposed Restated By-law
5*  Opinion of Willkie Farr & Gallag
the Warrants and the Diversified
Warrants

15 Letter of Coopers & Lybrand L.L.
information of PKS and Kiewit Co

23.1 Consent of Coopers & Lybrand L.L
statements

23.2* Consent of Willkie Farr & Gallag
23.3* Consent of Gleacher NatWest, Inc
24 *  Powers of Attorney (included on
99.1* Tax Allocation Agreement between
99.2* Executive Retention Agreement am

99.3** Consent of R. Douglas Bradbury

Exhibits

SEQUENTIAL
DESCRIPTION PAGE NO.

ween PKS Holdings and PKS

ation of PKS (incorporated by reference to Exhibit
Form 10-K for the fiscal year ended December 28,
ence Exhibit 3.1 to the PKS Annual Report on Form
ecember 28, 1991)

PKS (incorporated by reference to Exhibit 3.4 to

-K for the fiscal year ended December 28, 1996
Exhibit 3.4 to the PKS Annual Report on Form 10-K
er 26, 1992)

Certificate of Incorporation of PKS (renamed

luded as Appendix E to the Proxy Statement/Joint
tated By-laws of PKS

PKS Holdings

icate of Incorporation of PKS Holdings (included as
t/Joint Prospectus contained herein)

s of PKS Holdings

her relating to legality of the PKS Holdings stock,
Holdings Stock issuable upon exercise of the

P. relating to unaudited pro forma financial

nstruction and Mining Group

.P. relating to PKS and PKS Holdings financial

her (included in its opinion filed as Exhibit 5)
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PKS and PKS Holdings
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SEQUENTIAL
EXHIBIT NO. DESCRIPTION PAGE NO.

99.4** Consent of Robert E. Julian
99.5** Consent of David C. McCourt
99.6** Consent of Michael B. Yanney

99.7* Opinion of Gleacher NatWest, Inc

* To be Filed by Amendment

** Previously Filed

ITEM 22. UNDERTAKINGS

1. The undersigned registrants hereby undertake:

a) To file, during any period in which offers otesaare being made, a post-effective amendmehigdriegistration Statement;
(i) To include any prospectus required by Sectid(a)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or dsaarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegegpate, represent a fundamental change in themiaton set forth in the registration
statement. Notwithstanding the foregoing, any iasesor decrease in volume of securities offerethéitotal dollar value of securities offered
would not exceed that which was registered) anddawyation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with Bemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20 percent change indlémam aggregate offering price set forth in thaltlation of Registration Fee" table in
the effective registration statement;

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedismaStatement.

b) That, for the purpose of determining any liabilinder the Securities Act, each such post-effed@mendment shall be deemed to be a new
registration statement relating to the securitiésred therein, and the offering of such securiiethat time shall be deemed to be the initial
bona fide offering thereof.

c) To remove from registration by means of a péfgetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

2. Each of the undersigned registrants hereby taldes that, for purposes of determining any ligibilinder the Securities Act, each filing of
such registrant's annual report pursuant to sedtga) or section 15(d) of the Exchange Act (arnlgeng applicable, each filing of an
employee benefit plan's annual report pursuanét¢tian 15(d) of the Exchange Act) that is incorpedaby reference in the registration
statement shall be deemed to be a new registrstid@ment relating to the securities offered timgrand the offering of such securities at that
time shall be deemed to be the initial BONA FIDEeahg thereof.

3. Insofar as indemnification for liabilities angj under the Securities Act may be permitted teadars, officers and controlling persons of
each of the registrants pursuant to the foregoiogigions, or otherwise, each of the registrantsbieen advised that in the opinion of the
Commission such indemnification is against pubbliqy as expressed in the Securities Act and exgtore, unenforceable. In the event th
claim for indemnification against such liabilitiésther than the payment by each of the
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registrants of expenses incurred or paid by a ttireofficer or controlling person of such regisiran the successful defense of any action,
suit or proceeding) is asserted by such direcféices or controlling person in connection with teecurities being registered, each registrant
will, unless in the opinion of its counsel the reathas been settled by controlling precedent, stutanai court of appropriate jurisdiction the
guestion whether such indemnification by it is agapublic policy as expressed in the Securitiesafad will be governed by the final
adjudication of such issue.

4. Each of the undersigned registrants hereby teides to respond to requests for information thaidorporated by reference into the joint
prospectus pursuant to Item 4, 10(b), 11, or 1iBisfform, within one business day of receipt affstequest, and to send the incorporated
documents by first class mail or other equally ppbmeans. This includes information contained inwhoents filed subsequent to the
effective date of the registration statement thhotlhg date of responding to the request.

5. Each of the undersigned registrants hereby takk=s to supply by means of a post-effective amemdmll information concerning a
transaction, and the company being acquired inebthierein, that was not the subject of and includdtie registration statement when it
became effective.

6. Each of the undersigned registrants hereby taides that:

a) For purposes of determining any liability unttex Securities Act, the information omitted frone florm of prospectus filed as part of this
Registration Statement in reliance upon Rule 4306& @ntained in a form of prospectus filed by MRfspant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deemdzktpart of the Registration Statement as of the ttrwas declared effective.

b) For the purpose of determining any liability enthe Securities Act, each padtective amendment that contains a form of proseshal
be deemed to be a new Registration Statementnglattithe securities offered therein, and thisroffpof such securities at that time shall be
deemed to be the initial bona fide offering thereof
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, each of the Registrants has duly causedniiment No. 1 to the Registration
Statement to be signed on its behalf by the ungleesi, thereunto duly authorized, in Omaha, Nebrask@ctober , 1997.

PETER KIEWIT SONS', INC. PK S HOLDINGS, INC.
/sl MATTHEW J. JOHNSON /sl THOMAS C. STORTZ
By: By :
Matthew J. Johnson Thomas C. Stortz
Vice President--Legal Vice President
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PETER KIEWIT SONS', INC. DIRECTORS AND OFFICERS

Pursuant to the requirements of the SecuritiesoA&033, this Registration Statement has been diggehe following persons in the
capacities and on the dates indicated.

SIGNATURE TITLE DATE
Chairman of the Boa rdand October , 1997
President
Walter Scott, Jr. (Principal Execut ive

Officer and
Principal Financi al
Officer)

* Vice Chairman and D irector October , 1997

William L. Grewcock

* Executive Vice Pres ident October , 1997
and Director

Kenneth E. Stinson

* Controller October , 1997
(Principal Accoun ting
Eric J. Mortensen Officer)
* Director October , 1997

Richard Geary

* Director October , 1997

Richard R. Jaros

* Director October , 1997

George B. Toll, Jr.

* Director October , 1997

Richard W. Colf

* Director October , 1997

Bruce E. Grewcock

* Director October , 1997

Tait P. Johnson

* Director October , 1997

Allen K. Kirkwood

* Director October , 1997

James Q. Crowe

* Director October , 1997

Robert B. Daugherty
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SIGNATURE TITLE

* Director

Charles M. Harper

* Director

Peter Kiewit, Jr.

Thomas C. Stortz, by signing his name below, si
of each of the above-named persons specified by an
power of attorney duly executed by such persons, fi
Exchange Commission in Registrants' Registration St

/sl THOMAS C. STORTZ Attorney-in-fact

Thomas C. Stortz

11-8

DATE

October , 1997

October , 1997

gns this document on behalf
asterisk (*), pursuant to a
led with the Securities and
atement on August 29, 1997.



PKS HOLDINGS, INC. DIRECTORS AND OFFICERS

Pursuant to the requirements of Securities Act9®3] this Registration Statement has been signehebfollowing persons in the capacities
and on the dates indicated.

SIGNATURE TITLE DATE
*
Director October , 1997
Walter Scott, Jr.
* President (Principa |
Executive Officer )and October , 1997
Kenneth E. Stinson Director
*
Executive Vice Pres ident October , 1997
Richard Geary and Director
*
Executive Vice Pres ident October , 1997
George B. Toll, Jr. and Director
*
Executive Vice Pres ident October , 1997
Bruce E. Grewcock and Director

/sl THOMAS C. STORTZ

Vice President and October , 1997
Thomas C. Stortz Director
*
Director October , 1997
Richard W. Colf
*
Director October , 1997

Tait P. Johnson
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SIGNATURE TITLE DATE

Director October , 1997
Allan Keith Kirkwood
*
Director October , 1997
William L. Grewcock
*
Director October , 1997
James Q. Crowe
*
Director October , 1997
Peter Kiewit, Jr.
* Vice President and
Treasurer (Princi pal October , 1997
Kenneth Jantz Accounting Office r)
*
Vice President (Pri ncipal October , 1997
Stephen Sharpe Financial Officer )

Matthew J. Johnson, by signing his name below,ssifjis document on behalf of each of the aboaaed persons specified by an asterisl
pursuant to a power of attorney duly executed lmh gersons, filed with the Securities and ExchaBgemission in Registrants' Registration
Statement on August 29, 1997.

/sl MATTHEW J. JOHNSON Atto rney-in-fact

Matthew J. Johnson
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EXHIBIT NO.

2.1* Form of Separation Agreement bet

2.2** Form of Warrant Agreement

3.1** Restated Certificate of Incorpor
3.1 to the PKS Annual Report o
1996 which incorporates by ref
Form 10-K for the fiscal year

3.2** Amended and Restated By-laws of
the PKS Annual Report on Form
which incorporates by referenc
10-K for the fiscal year ended

3.3** Form of Proposed Second Restated
Diversified Holdings, Inc.) (i
Prospectus contained herein)

3.4*  Form of Proposed Amended and Res

3.5** Certificate of Incorporation of

3.6* By-laws of PKS Holdings

3.7** Form of Proposed Restated Certif
Appendix D to the Proxy Statem

3.8* Form of Proposed Restated By-law
5*  Opinion of Willkie Farr & Gallag
the Warrants and the Diversifi
Warrants

15 Letter of Coopers & Lybrand L.L.
information of PKS and Kiewit

23.1 Consent of Coopers & Lybrand L.L
statements

23.2* Consent of Willkie Farr & Gallag
23.3* Consent of Gleacher NatWest, Inc
24 *  Powers of Attorney (included on
99.1* Tax Allocation Agreement between
99.2* Executive Retention Agreement am
99.3** Consent of R. Douglas Bradbury
99.4** Consent of Robert E. Julian

99.5** Consent of David C. McCourt
99.6** Consent of Michael B. Yanney

99.7* Opinion of Gleacher NatWest, Inc

* To be Filed by Amendment

** Previously Filed

EXHIBIT INDEX

SEQUENTIAL
DESCRIPTION PAGE NO.

ween PKS Holdings and PKS

ation of PKS (incorporated by reference to Exhibit

n Form 10-K for the fiscal year ended December 28,
erence to Exhibit 3.1 to the PKS Annual Report on
ended December 28, 1991)

PKS (incorporated by reference to Exhibit 3.4 to
10-K for the fiscal year ended December 28, 1996

e to Exhibit 3.4 to the PKS Annual Report on Form
December 26, 1992)

Certificate of Incorporation of PKS (renamed
ncluded as Appendix E to the Proxy Statement/Joint
tated By-laws of PKS

PKS Holdings

icate of Incorporation of PKS Holdings (included as
ent/Joint Prospectus contained herein)

s of PKS Holdings

her relating to legality of the PKS Holdings stock,
ed Holdings Stock issuable upon exercise of the
P. relating to unaudited pro forma financial

Construction and Mining Group

.P. relating to PKS and PKS Holdings financial

her (included in its opinion filed as Exhibit 5)

signature pages)

PKS and PKS Holdings

ong James Q. Crowe, PKS and KDG



EXHIBIT 15

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re: Proxy Statement/Joint Prospectus of Peter Kigws', Inc. and PKS Holdings, Inc. on Form S-4

We are aware that our reports dated October 9, a8%ur review of the pro forma consolidated batasiteet and statement of operations of
Peter Kiewit Sons', Inc., and the pgarma condensed balance sheets and statementerattiops of Kiewit Construction and Mining Groug
business group of Peter Kiewit Sons', Inc. as aER0, 1997 and for the six months then endedhataeded in the above-referenced proxy
statement/joint prospectus on Form S-4. PursuaRute 436(c) under the Securities Act of 1933, ¢heports should not be considered a part
of the registration statement prepared or certifigdis within the meaning of Sections 7 and 1haf Act.

Coopers & Lybrand L.L.P.
Omaha, Nebraska

October 9, 199°



EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference inptioety statement/joint prospectus of Peter KiewihsS, Inc. and PKS Holdings, Inc. on
Form S-4 of our report dated March 14, 1997, extmpiote 20, as to which the date is March 26,7128 our audits of the consolidated
financial statements and financial statement sdeeafuPeter Kiewit Sons', Inc. as of December Z®6land December 30, 1995, and for the
three years ended December 28, 1996, which reportliuded in the Annual Report on Form K@f Peter Kiewit Sons', Inc. We also cons
to the inclusion in the aforementioned proxy staetfloint prospectus of our report dated March1B87 except for Note 15, as to which the
date is March 26, 1997, of our audits of the finahstatements and financial statement scheduk@eatit Construction and Mining Group, a
business group of Peter Kiewit Sons', Inc. as afdb@ber 28, 1996 and December 30, 1995 and fohtke years ended December 28, 1996.
We further consent to the inclusion in the aforetioered proxy statement/joint prospectus of our repdated October 9, 1997, of our
examinations of the pro forma consolidated condgissztement of operations of Peter Kiewit Song', &md Kiewit Construction and Mining
Group, a business group of Peter Kiewit Sons', foicthe year ended December 28, 1996. We alscecwns the reference to our Firm under
the caption "Experts."

Coopers & Lybrand L.L.P.

Omaha, Nebraska
October 9, 1997
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