EDGAROnline

LEVEL 3 COMMUNICATIONS INC

FORM 424B3

(Prospectus filed pursuant to Rule 424(b)(3))

Filed 11/12/97

Address 1025 ELDORADO BOULEVARD
BLDG 2000
BROOMFIELD, CO 80021
Telephone 7208881000
CIK 0000794323
Symbol LVLT
SIC Code 4813 - Telephone Communications, Except Radiotelephone
Industry Communications Services
Sector  Services
Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

LEVEL 3 COMMUNICATIONS INC

FORM 424B3

(Prospectus filed pursuant to Rule 424(b)(3))

Filed 11/12/1997

Address 1025 ELDORADO BOULEVARD BLDG 2000
BROOMFIELD, Colorado 80021
Telephone 720-888-1000
CIK 0000794323
Industry Communications Services
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



Filed Pursuant to Rule 424(b)(3)
Registration No. 333-34627

PETER KIEWIT SONS', INC.

1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
November 10, 1997
Dear Kiewit Shareholder:

After careful consideration, the Peter Kiewit Soh®t. Board of Directors has decided to sepatseXonstruction 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 construcéiod 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 stoddtis' right to convert Class C Stock into
Class D Stock. It also describes the amendmentestdtement of the PKS Stock Option Plan propas@omnnection with the implementati
of the Diversified Group's business plan. The Ba#rDirectors believes that these transactionscénéficate amendments and the option
plan amendment and restatement are in the bestshiaf PKS and its stockholders, and unanimowetpmmends that you vote for the
transactions, certificate amendments and the oplimm amendment and restatement. We urge you dotheaProxy Statement/Joint
Prospectus carefully and to return your signed ypam<soon as possible.

Sincerely yours,

/sl Walter Scott, Jr.

Wal ter 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 DECEMBER 8, 1997

A special meeting (the "Special Meeting") of stogkiers ("PKS Stockholders") of Peter Kiewit Sohst,. ("PKS") will be held on December
8, 1997, at 9:00 a.m. local time, at the Cloud Rpkirawit Plaza, Omaha, Nebraska 68131, to considdrvote on four separate proposals
that, as described more fully in the attached Pi®tafement/Joint 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 CtibleCommon 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@arixisting provisions of the PKS Restated Cediftcof Incorporation (the "PKS
Certificate") for one outstanding share of Commuock, par value $.01 per share, of PKS Holdings, ({PKS Holdings"), a newly formed,
direct, wholly owned subsidiary of PKS, to whicle thight-tenths of one share of Class R Stock wattith (collectively, the "Transaction").
PKS following the Transaction is referred to asvé@sified Holdings."

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 thmber of shares of Class D Diversified Group ConblrtExchangeable Common Stock,
par value $.0625 per share ("Class D Stock"), wRIKIS is authorized to issue; (iii) designate 10ataf Class D Stock as "Class D Stock,
Non-Redeemable Series"; and (iv) eliminate the requérrthat the Certificate of Incorporation of PKSItHogs as in effect at the time of 1
Share Exchange be substantially similar to the BKS8ificate.

3. Approval of amendments to the PKS Certificalbe (Post-Transaction Certificate Amendments" anglether with the Initial Certificate
Amendments, the "Certificate Amendments") to beat#d only if the Transaction is consummated,ifaeflesignate Class D Stock as
"Common Stock, par value $.01 per share", and MaStck, Non-Redeemable Series as "Common Stook;Redeemable Series"; (i)
authorize the issuance of series of preferred stbekterms of which are to be determined by trerdbof directors of Diversified Holdings
(the "Diversified Holdings Board"); (iii) modify #hrepurchase rights to which the holders of Clagtdek are entitled; (iv) delete the
provisions regarding Class C Stock; (v) classify Biversified Holdings Board; (vi) prohibit stockder action by written consent; (vii)
empower the Diversified Holdings Board, exclusivetycall special meetings of the stockholdersj)(xéquire a supermajority vote of
stockholders to amend the Diversified Holdings &yd; and (ix) make certain other non-substantianghs consistent with the
implementation of the foregoing, as described eattached Proxy Statement/Joint Prospectus.

4. Approval of the amendment and restatement oP#ter Kiewit Sons', Inc. 1995 Class D Stock Ptha (Restated Plan").

Holders of record of PKS stock at the close of heiss on November 10, 1997 are entitled to noti@ndfto vote at the Special Meeting or
any adjournment or postponement thereof. No busiatf®er than the Transaction, the Certificate Amesats and the Restated Plan is
expected to be considered at the Special Meetiag any adjournment or postponement thereof. Thiscl, the Proxy Statement/Joint
Prospectus and the accompanying form of proxyieselfeing mailed to PKS Stockholders on or aboowénber 11, 1997



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.
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 (iiagonity of the shares of Class D Stock presentvantithg at the Special Meeting, voting
separately as a class. The representation in perdoynproxy of at least a majority of the outstagdshares entitled to vote is necessary to
provide a quorum at the Special Meeting. Accordiniflonly the minimum number of shares constitgtamquorum were present at the
Special Meeting, ratification of the Transactionulebrequire the affirmative vote of 25.1% of thesianding voting shares of PKS. Approval
of the Certificate Amendments under Delaware lad thie PKS Certificate requires the affirmative votéx) at least 80% of the outstanding
shares of Class C Stock, voting separately assa,of@) a majority of the outstanding shares o8€2a Stock, voting separately as a class, anc
(z) a majority of the outstanding shares of Clas&t@k and Class D Stock, voting together. Appr@fdhe Restated Plan requires the
affirmative vote of a majority of the shares of €4&C Stock and Class D Stock present and votitigeepecial Meeting, voting 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 approveCésificate Amendments and the Restated Plan. Eaghber of the PKS Board has
indicated to PKS that he intends to vote all ofdfiares of Class C Stock and Class D Stock tq/ riduif Transaction and to approve the
Certificate Amendments and the Restated Plan. Asotbber 1, 1997, the members of the PKS Boardihglie aggregate 28.79% of the
outstanding shares of Class C Stock, and 20.47eabutstanding shares of Class D Stock.

Consummation of the Transaction is subject toicatiion of the Transaction and approval of theidhiCertificate 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 apgkof the Post-Transaction
Certificate Amendments or the Restated Plan. Th® B&ard will retain discretion, even if stockholdatification of the Transaction and
approval of the Initial Certificate Amendments al#ained and such rulings or opinion are receit@dpandon, defer or modify the
Transaction if the PKS Board believes that to daveald be in the best interests of all PKS Stoclbrd. Unless the PKS Board determine
extend the date, the PKS Board intends to abaridomransaction if it is not consummated by Octdlier1998. The PKS Board also has
determined that if the Transaction is not ratiftedhe Initial Certificate Amendments are not ameebor such rulings or opinion are not
received, the PKS Board will not proceed with thiarsaction. Receipt of such rulings or opinion roa-waivable condition to the
Transaction. The Post-Transaction Certificate Anmegiats will be effected only if the Transaction @summated. The Restated Plan, if
approved, will be implemented as soon as possftée @eceipt of approval. PKS does not have anggmeintention to issue any of the shares
of preferred stock that will be authorized by tles®Transaction Certificate Amendments.

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 B3IBLE IN THE ENCLOSED POSTAGE-PREPAID ENVELOPE.

By order of the Board of Directors,

Thomas C. Stortz
Secretary

November 10, 199



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 d{® (the "PKS Board") for use at a special
meeting of stockholders of PKS (the "Special Magtirio be held on December 8, 1997, at 9:00 a.oalltme, at the Cloud Room, Kiewit
Plaza, Omaha, Nebraska 68131, and at any adjoutrangostponement thereof for the purposes set farthe accompanying Notice of
Special Meeting. At the Special Meeting, holder€ti#fss C Stock and holders of Class D Stock (tegetPKS Stockholders™) will be asked
to ratify a proposed transaction (the "Transacli¢a'effect separation of PKS' construction bussr@se "Construction Group") and its
diversified business (the "Diversified Group" atajether with the Construction Group, the "Busin@ssups”). The Transaction consists of
the Share Exchange and the Class R Stock Diswib@éiach, as defined 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 longerhegile 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 outstgrshiare of Common Stock, par value $.01 per shi€S Holdings Stock"), of PKS
Holdings held by PKS; and (ii) PKS will become adépendent company conducting the business of itrexdified Group, and the shares of
Class D Stock outstanding at the Effective Time @nedshares of Class R Stock (as defined belowijltlised in the Class R Stock
Distribution will constitute the only outstandingases of capital stock of PKS. All outstanding sisasf PKS Holdings Stock at the Effective
Time (which shares will be held by PKS prior to Stleare Exchange) will be exchanged for Class CkStacsuant to the Share Exchange.
Immediately following the Transaction, PKS Holdingdl be renamed "Peter Kiewit Sons', Inc." and PKi# be renamed a name that will
selected by the PKS Board. PKS, following the Taatisn, is referred to in this Proxy Statement/JBirospectus 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 $.01 peresfig@lass R Stock"), of PKS with respect to ea@ntbutstanding share of Class C
Stock. Subject to the terms and conditions of tles€R Stock to be contained in the Restated @autéf of Incorporation of PKS (the "PKS
Certificate"), each share of Class R Stock (ortioacthereof) will be convertible into shares oh€$ D Stock with a value varying from
$15.00 to $25.00 based upon the appraised valaeevage trading price per share of Diversified lwd Stock. Conversion and transfer of
Class R Stock will be subject to significant redtans and conditions. Each eight-tenths of oneesbClass R Stock distributed in the Class
R Stock Distribution initially will attach to thénare of Class C Stock with respect to which itigributed and, at the Effective Time, will
attach to the share of PKS Holdings Stock whiakxishanged for such share of Class C Stock in theeIaxchange. PKS will have the right
to redeem all the Class R Stock at a price peresbaual to the par value of Class R Stock if tren$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 sh@tesTransaction will be consummated on a date welermined by the PKS Board after
satisfaction of the conditions of the Transacti®ee "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 tlhesCR Stock Distribution, increase from 50,000,@0800,000,000 the number of shares of
Class D Stock which PKS is authorized to issueigtiese 10 shares of Class D Stock as "Class D Sivah-Redeemable Series" and
eliminate the requirement that the Certificaterafdrporation of PKS Holdings as in effect at timeetiof the Share Exchange be substantially
similar to the PKS Certificate. If approved, théiai Certificate Amendments will be implementeapptly following the Special Meeting.
See "The Initial Certificate Amendments."” The Pbstnsaction Certificate Amendments would amend™8 Certificate to redesignate
Class D Stock as "Common Stock, par value $.0Elpare", and Class D Stock, Non-Redeemable Seri&amsmon Stock, Non-
Redeemable Series", modify the repurchase rightghtoh the holders of Class D Stock are entitledet® the provisions regarding Class C
Stock, add certain corporate governance provisaoigsmake certain other non-substantive changessteniswith the foregoing, as described
herein. If approved, the Post-Transaction Certiid@mendments will be implemented immediately fafilog the consummation of the
Transaction. See "The Post-Transaction Certifiéaendments.” The Initial Certificate Amendments #mel Post-Transaction Certificate
Amendments are collectively referred to in thisxgr&tatement/ Joint Prospectus as the "Certifidaendments." Class D Stock as so
redesignated and modified by the Post-Transactemifiate Amendments is referred to herein as &psified Holdings Stock."

In addition, PKS Stockholders are being asked fwape the amendment and restatement of the Petaritk$ons’, Inc. 1995 Class D Stock
Plan (the "Restated Plan



This Proxy Statement/Joint Prospectus constitutgesgpectus under the Securities Act of 1933, aanaded (the "Securities Act"), (i) of PKS
Holdings with respect to the shares of PKS Holditgsck to be exchanged for Class C Stock in thedaetion and (ii) of PKS with respect
to (a) the shares of Class R Stock to be distribtaédholders of Class C Stock pursuant to the Tetiten and (b) the shares of Class D Stock
issuable upon conversion of such shares of ClaSek.

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 HOUNGS AFTER THE TRANSACTION" ON PAGE 27.

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.

This Proxy Statement/Joint Prospectus and the geaoying form of proxy are first being mailed to PE®ckholders on or about November
11, 1997. This Proxy Statement/Joint Prospectdatisd November 10, 199



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.

THIS PROXY STATEMENT/JOINT PROSPECTUS INCORPORATESCUMENTS BY REFERENCE WHICH ARE NOT
PRESENTED HEREIN OR DELIVERED HEREWITH. THESE DOCEMWTS, 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, UPARE 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 SUCBHOCUMENTS, ANY REQUEST SHOULD BE
MADE WITHIN 15 BUSINESS DAYS OF THE DATE OF MAILINGOF THIS PROXY STATEMENT/JOINT PROSPECTUS.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
The following documents, which have been filed #§SRvith the Commission, are incorporated hereimedgrence:
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 thertgraended March 31, 1997; and
3. Quarterly Report of PKS on Form 10-Q for thertpraended 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 kaetehpreof from the date of filing of such
documents. Any statement contained herein or incaithent incorporated or deemed to be incorporatedfierence herein shall be deeme
be modified or superseded for purposes of thisy8iatement/Joint Prospectus to the extent theftarsent contained herein or in any other
subsequently filed document which also is or isntlegk to be incorporated by reference herein modifiesipersedes such statement. Any
such statement so modified or superseded shallemdeemed, except as so modified or supersedednstitute a part of 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 gpial Meeting will be held on December 8, 19979:80 a.m. local time,
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 Certéiganendments and
the Restated Plan and recommends that PKS Sto&kisatatify the Transaction and approve the CestiicAmendments 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 andpjorove the Certificate Amendments and
the Restated Plan. As of October 1, 1997, the mesrdfehe PKS Board held in the aggregate 28.79%ebutstanding shares of Class C
Stock, and 20.47% of the outstanding shares ofs@eaStock.

SPECIAL MEETING RECORD DATE. PKS Stockholders asha# close of business on November 10, 1997 (tpbecial Meeting Record
Date") are entitled to notice of and to vote at@pecial Meeting.

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

VOTING. Although stockholder action with respecthe Share Exchange is not required under appéidabl 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 G@eate Amendments under Delaware law and the PKi@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) anhag the outstanding shares of Clas



Stock and Class D Stock, voting together. Apprafahe Restated Plan requires the affirmative wbte majority of the shares of Class C
Stock and Class D Stock present and voting at pleeidl Meeting, voting together.

Each share of Class C Stock and Class D Stocktftegeghe "PKS Stock") outstanding at the closbusfiness on the Special Meeting Record
Date is entitled to one vote at the Special Meetkgyof the Special Meeting Record Date, there vi€r881,129 shares of Class C Stock and
26,621,725 shares of Class D Stock outstandingeatitled to vote at the Special Meeting. The repméstion in person or by proxy of at least
a majority of the outstanding shares entitled tte\i® necessary to provide a quorum at the Sphktsating.

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

The Construction Group's business is conductedoleyabing subsidiaries of Kiewit Construction Grdaop. ("KCG"), which is a direct,
wholly owned subsidiary of PKS. Prior to the ShErehange, PKS will contribute all of the capitalct 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, cartdton, maintenance, management and
related services for a broad range of public aidbape 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%, sgsvand 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 comsimn projects and for completion of each contia@ccordance with terms, plans and
specifications. The Construction Group plans ameduales the projects, procures materials, hiregeveras needed and awards subcontracts.
The Construction Group generally requires perforceaand payment bonds or other assurances of apehtiapability and financial capac
from its subcontractors. Several subsidiaries withe Construction Group, primarily in Arizona a@degon, 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®Kft 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.
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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 theedistates and abroad. The
Diversified Group currently engages in the telecamivations business through ownership of a 48.5ftnaon stock interest in each of the
three public companies (the "C-TEC Companies") wlich C-TEC Corporation ("C-TEC") split on Septezni30, 1997. The C-TEC
Companies have interests in the local telephomigovprogramming, long distance telephone, commtiaic@ngineering and competitive
telephone businesses. In September 1995, PK Shditetd to holders of Class D Stock all of the Diifead Group's interest in MFS
Communications Company, Inc. ("MFS"). MFS providedide range of telecommunications services tortassi and government customers.
In December 1996, WorldCom, Inc. acquired MFS stazk-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@gmately 30% of the outstanding
stock of CalEnergy Company, Inc. ("CalEnergy"),ublic company engaged in the generation, transarissnd distribution of electric power
in the United States and abroad,; (i) joint ventaterests in several power plants developed, hailt operated by CalEnergy in the
Philippines and Indonesia (the "Joint Venture Epd?pjects”); 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, Kiewit Diversified Group. Ii&DG") entered into an agreement (the "CalEnekgyeement") pursuant to which
KDG has agreed to sell to CalEnergy all of itsiiegts in CalEnergy, the Joint Venture Energy Ptsejand Northern Electric plc. PKS
Stockholders are not being asked to ratify or appthe sale contemplated by the CalEnergy Agreeraantratification of the Transaction
will not constitute ratification of such sale. Sé&@pendix B--Business of Diversified Holding&alEnergy Company, Inc." PKS estimates
the sale to CalEnergy will result in a one-timeeafax gain upon closing in 1998 to PKS and KDG@mbroximately $300 million, and
elimination of KDG net income attributable to CatEgy, the Joint Venture Energy Projects and Nortlidectric plc, which was $8 million
in 1996 and is expected to be approximately $38anjlprior to the effect of one-time events, if¥9 The sale to CalEnergy also will result
in a substantial increase (approximately $960 am)liduring 1998 in the cash, cash equivalents #mef short-term investments held by
KDG. Diversified Holdings expects to use substdiytial of these funds in connection with the Expiom Plan (as described below).

For the 1996 fiscal year, the Diversified Group kadsolidated revenues of $652 million. Of thoseereies, 6% were attributable to its
information services business, 56% were attribetadlits telecommunications business (giving effe¢he consolidation of C-TEC's
revenues) and 36% were attributable to its coalngibusiness. In 1996, the Diversified Group did Imave significant revenues attributable
to its energy business because the revenues frédEm€gy ($576 million in 1996), the Joint Ventureefgy Projects and Northern Electric
plc are not consolidated with those of the DivéesifGroup.

In connection with the Expansion Plan, the DivégsifGroup expects to devote substantially more gament time and capital resources to
its information services business with a view tking the information services business, over tithe,principal business of the Diversified
Group. In that respect, the management of the Bified Group intends to conduct a comprehensiveevewf the existing Diversified Group
businesses to determine how those businessesawillement the Diversified Group focus on informatservices businesses as a result of
the Expansion Plan. For example, the managemeheddiversified Group negotiated the CalEnergy A&gnent because it believes that
ongoing ownership by the Diversified Group of iteesgy businesses will not be compatible with itsife focus on the information services
business as a result of the Expansion Plan, aralibecsale of those assets to CalEnergy will praaigsigbstantial portion of the money
necessary to fund the early stages of the Expadem In addition, the Construction Group andDinersified Group are currently
discussing a



number of possible changes to their existing refesthip with respect to the coal mining propertipsrated by the Construction Group. These
possible changes include a restructuring of theeoimine management arrangement between the tsio&s Groups, the formation of a
partnership between the two Business Groups todlblaf their interests with respect to the minprgperties, the transfer by the Diversified
Group to the Construction Group of its interestthim mining joint ventures or another transactidme Diversified Group's objectives in any
such restructuring would include a reduction indiegree of active participation by the Diversiftetbup in the coal mining business, with a
view toward termination of the Diversified Grouptal mining activities in the near future, and eatrreceipt by the Diversified Group of the
long-term value embedded in the coal mining busin€ke Diversified Group also is reviewing its itwgment in a number of start-up and
development stage businesses and recently reachlgdipary agreement to sell its interest in Uniteftastructure Company ("UIC"). The
Diversified Group has no current intention to seéiépose or otherwise alter its ownership inteireghe C-TEC Companies.

EXPANSION PLAN. The Diversified Group recently hdatermined to increase substantially the emphtplades 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 pjaaperty and equipment necessary to provide thexseéces) of a broad range of integrated
information services to business (the "Expansi@mnBI Pursuant to the Expansion Plan, the Diverdifsroup intends to expand substantially
its current information services business, throbgth the expansion of the business of PKSIS andréegion, through a combination of
construction, purchase and leasing of facilitied ather assets, of a substantial facilities-basgsrhet 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 netwagkénd computing services necessary both for oldenframe-based systems and newer
client server-based systems; and

- Reengineering services which allow companietw/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 thelinet or over private or limited access Transmis§lontrol Protocol/Internet Protocol
("TCP/IP") networks.

In order to grow and expand substantially the imi@tion services provided by the Diversified Groting 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 loadl ldackbone facilities, a range of Internet acsesgices at varying capacity levels and, as
technology development allows, at specified lewélguality of service and security; and

- A number of business-oriented communicationsiseswusing a combination of network facilities thigersified 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-basedskrvice and voice message storing and forwardieg the same TCP/IP-based networks.

The Diversified Group believes that, over timepybstantial number of businesses will convert existiomputer application systems (which
run on standalone or networked computing platforms



utilizing a wide variety of operating systems, apgiions and data repositories) to computer systehish communicate using TCP/IP and
are accessed by users employing Web browsers. iMeesified Group believes that such a conversidhagicur for the following reasons:

- 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 intetfacata and applications and thus help to minimasts of training personnel to access
and use these resources; and

- As a packet-switched technology, in many instan@€P/IP utilizes network capacity more efficigrttian the circuit-switched public
telephone network. Consequently, certain servicegiged over TCP/IP networks may be less costly tizch 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 througbrabination 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, fliesible networks owned by competitors.

To direct its new emphasis on these businesseBjiteesified 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 KDG,
effective August 1, 1997. The decision to sepataeDiversified Group and the Construction Grous wa important factor in recruiting Mr.
Crowe and Mr. Bradbury. See "The Transaction--Baalgd and Purposes of the Transaction" and "CeRalationships and Related
Transactions."

PKS, which is to be renamed a name that will becsed by the PKS Board if the Transaction is comsatad, was incorporated in 1941 as a
Delaware corporation. Its principal offices aredtstl at 1000 Kiewit Plaza, Omaha, Nebraska 68181 ita telephone number is (402) 342-
2052.

For further information concerning the current bnasis 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 adagadus terms than would be availabl
the Diversified Group as part of PKS, (iii) enatile 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 thieedtors and management of each
Business Group to focus their attention and finalnesources on that Business Group's business.

5



Except for the anticipated effect of the Transactto the management of the Construction GroupP#® Board does not believe that the
Transaction will have any other significant effentthe Construction Group. Accordingly, the PKS Bidaelieves that the separation of the
Business Groups is in the best interests of PKStam@8usiness Groups and, therefore, all PKS Stidkhs.

The Class R Stock Distribution recognizes the patemalue of the right of holders of Class C Staalconvert Class C Stock into Class D
Stock pursuant to the PKS Certificate (the "Conearfight"), 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 deciefdhe 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 Effective Time, by regmn of the PKS Board pursuant to
existing provisions of the PKS Certificate, the PB&ard will cause each outstanding share of ClaS$oCk to be mandatorily exchanged,
pursuant to the Share Exchange, for one outstarstiage of PKS Holdings Stock held by PKS.

As a result of the Share Exchange: (i) PKS Holdiagsewly formed, direct, wholly owned subsidiafyP&S, will become an independent
company, in which PKS no longer will have an owhgrsnterest, conducting the business of the Canttn Group, and each outstanding
share of Class C Stock at the Effective Time wallandatorily exchanged for one outstanding shialPK& Holdings Stock held by PKS;
and (ii) PKS will become an independent companydceting the business of the Diversified Group, #iredoutstanding shares of Class D
Stock at the Effective Time and the shares of QRaSgock distributed in the Class R Stock Distiidutwill constitute the only outstanding
shares of capital stock of PKS. All outstandingrelaf PKS Holdings Stock at the Effective Time igthshares will be held by PKS prior to
the Share Exchange) will be exchanged for Clasto€kSursuant to the Share Exchange. Immediatdigviing the Share Exchange, PKS
Holdings will be renamed "Peter Kiewit Sons', Inahd PKS will be renamed a name that will be seteby the PKS Board.

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 RISkt 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 Dsiéed Holdings Stock. The conversion value wdual $25.00 if such price per share of
Diversified Holdings Stock is greater than or eqoa$82.00, subject to certain adjustments. If quite 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 thevecsion 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 shardPfS Holdings Stock which is exchanged for sucheslofiClass 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. Personsdsshares 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 timgrissued 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 id8ean the Class R Stock Distribution would be ceriple into approximately 8.57% of the
Class D Stock outstanding as of October 1, 1998uséng 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 durieglt®97 Conversion Period will not receive shareSlass R Stock with respect to such
converted shares pursuant to the Class R Stockilidison. See "Risk Factors Regarding PKS HoldiAfier the Transaction and Ownership
of Class R Stock--Loss of Conversion Right" andéThansaction--The Class R Stock Distribution."

Pursuant to the PKS Certificate, the PKS Boardseas 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 @aSck (on a pro rata basis) for either
cash or a short-term promissory note of PKS, attaetion of the tendering holder. Tendering hadd#rsuch excess stock who are eligible at
that time to own Class C Stock may elect to withdsaich excess shares rather than having them madhey 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 exchangdernSections 355 and 368 of the Internal
Revenue Code of 1986, as amended (the "Code")jiatloe 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 Transadstconditioned upon receipt of the IRS Rulingswever, 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 Tax Condition is a non-waivalgiondition to the consummation of the Transacfitre PKS Board has determined that
if the Tax Condition is not satisfied, the PKS Bbauill not proceed with the Transaction. See "ThanBactionMaterial U.S. Federal Incor
Tax Considerations."

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

Act (Canada) (the "Canadian Act"), is a residenCahada 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 andgénerally realize a capital gain on the
exchange of shares in the Share Exchange. SeeTfahsaction--Certain Canadian Federal Income Taxs{derations."

CONVERSION OF THE DEBENTURES. If PKS Stockholdeasify the Transaction, PKS will permit holders tf Series 1993 through 1€
Class C Convertible Debentures (collectively, tBelientures”) to convert such Debentures into GIaSsock subsequent to the expiration of
the 1997 Conversion Period and prior to the recate for the Class R Stock Distribution. Accordindlolders of Debentures who convert
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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 Exchamgial 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
Initial Certificate Amendments by PKS Stockholdarsl satisfaction of the Tax Condition. Consummatibthe Transaction is not subject to
the approval of the Post-Transaction Certificateefidments or the Restated Plan. The PKS Boardetdlr discretion, even if stockholder
ratification of the Transaction and approval of thigial Certificate Amendments are obtained arnel Tlax Condition is satisfied, to abandon,
defer or modify the Transaction if the PKS Boartidyes that to do so would be in the best interebtdl PKS Stockholders. Unless the PKS
Board determines to extend the date, the PKS Bo#edds to abandon the Transaction if it is notstmnmated by October 15, 1998. The
Condition is a non-waivable condition to the consuation of the Transaction. The PKS Board also ledsrthined that if the Transaction is
not ratified or the Initial Certificate Amendmerate not approved or the Tax Condition is not satisfthe PKS Board will not proceed with
the Transaction. The Initial Certificate Amendmentil be effected promptly following the Special téng, and the Post-Transaction
Certificate Amendments will be effected only if theansaction is consummated. The Restated Plappifoved, will be implemented as soon
as possible after receipt of approval.

If the Transaction is not ratified or the Initiak@ificate Amendments are not approved by the P¥8Ikbolders, the PKS Board intends to
assess other possible courses of action, inclutimgossible restructuring of the Transaction apiaposal of the restructured Transaction to
PKS Stockholders, the listing of Class D Stockdublic trading or the continuation of PKS' existicapital stock 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 stttise Diversified Group businesses and the
intentions of Mr. Crowe at that time.

THE CERTIFICATE AMENDMENTS

PKS Stockholders are also being asked to apprav€dntificate Amendments. The Initial Certificatem&ndments would amend the PKS
Certificate by creating the Class R Stock to bérithsted 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#ld to issue, designating 10 shares of Clastobk&s Class D Stock, Non-
Redeemable Series and eliminating the requirerhanthe Certificate of Incorporation of PKS Holdénas in effect at the time of the Share
Exchange be substantially similar to the PKS Gedié. See "The Initial Certificate Amendments.’eTPost-Transaction Amendments would
amend the PKS Cetrtificate by redesignating Clagtdak as "Common Stock, par value $.01 per sharal' ,Class D Stock, Non-Redeemable
Series as "Common Stock, Non-Redeemable Seriedifyimmy the repurchase rights to which the holdefr€lass D Stock are entitled,
deleting the provisions regarding Class B Stocld@&fsed) and Class C Stock, providing for the sifé&sation of the Board of Directors of
Diversified Holdings (the "Diversified Holdings BaH), authorizing the issuance of preferred stodtk\wuch terms as shall be determined by
the Diversified Holdings Board, prohibiting stochkdier action by written consent, eliminating theliépbf stockholders to call special
stockholder meetings, requiring a supermajoritygstotamend the by-laws of Diversified Holdings amaking certain other changes
consistent with the implementation of the foregoiag described under "The Post-Transaction Cextdfiémendments." If approved, the
Initial Certificate Amendments will be effected prptly following the Special Meeting and the Pos&iisaction Certificate Amendments will
be effected immediately following the consummatidithe Transaction. PKS does not have any preagrition to issue any of the shares of
preferred stock that will be authorized by the Piasinsaction Certificate Amendments. See "Thedhi@iertificate Amendments” and "The
Post-Transaction Certificate Amendments."



Certain of the proposed corporate governance gomsgsncluded in the Post-Transaction Certificategldments could have the effect of
delaying, deferring or preventing a change in adrdf Diversified Holdings, even if such a changeuld be favorable to the interests of the
stockholders of Diversified Holdings, and of limig any opportunity to realize premiums over preérgimarket prices for Diversified
Holdings Stock in connection therewith. See "Rigsktérs Regarding Diversified Holdings After the Asaction--Certain Limitations on
Changes of Control of Diversified Holdings." The Board has proposed these corporate governanesiprs with a view toward better
enabling Diversified Holdings to (i) develop itsdimess and foster long-term growth through longyeaplanning, (ii) attempt to avoid the
necessity of sacrificing these plans for the sdlghort-term gains and the disruptions caused yttareat of a takeover not deemed by the
Diversified Holdings Board to be in the best int#seof Diversified Holdings stockholders and (@ljow the Diversified Holdings Board to
make a reasoned and unpressured evaluation irvéme ef an unsolicited takeover proposal.

THE RESTATED PLAN

In addition, PKS Stockholders are being asked pyape the Restated Plan which would amend andtestta Peter Kiewit Sons' Inc. 1995
Class D Stock Plan (the "Original Plan") to (i)iease the number of shares of Class D Stock resémvéssuance upon the exercise of stock-
based awards from 1,000,000 to 7,000,000, (ii) iplofor the acceleration of vesting of such awandse event of a Change of Control of
PKS (as defined in the Restated Plan), (iii) altbe Compensation Committee of the PKS Board toigeofor a tax gross-up in the event that
awards granted or vesting pursuant to the ResRltatdare deemed to be "excess parachute paymaeitig? thhe meaning of Section 280G of
the Code, (iv) allow for the grant of stock-basedgds to directors of PKS and KDG, and personsignog services to any member of the
Diversified Group, who are not also employees oSRi KDG and (v) allow for the grant of nonqualifistock options with an exercise price
of less than the fair market value of Class D Stock

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 managemerg &fitersified Group believes that t
amendments to the Original Plan are a critical@@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 Bdavill adopt a stockholder rights plan (the "Disiied Holdings Rights Plan") following the
consummation of the Transaction and in connectieneiwith enter into a rights agreement (the "Diifie Holdings Rights Agreement”). A
description of the Diversified Holdings Rights Plarbeing furnished only to notify PKS Stockholdefghe anticipated adoption of such plan
by the Diversified Holdings Board. PKS Stockholdars not being asked to approve the adoption obthersified Holdings Rights Plan. T
Diversified Holdings Rights Plan will have certainti-takeover effects. To implement the Diversifiéoldings Rights Plan, the Diversified
Holdings Board will authorize the issuance of oigatr(a "Diversified Holdings Right") for each skasf Diversified Holdings Stock
outstanding as of a certain date and issued tteradaftil the Distribution Date (as defined in &versified Holdings Rights Agreement).
Each Diversified Holdings Right will entitle the lder to purchase from Diversified Holdings one @hedsandth of a share of a series of
preferred stock to be designated by the Diversifietdings Board at a specified initial purchase@ithat will be subject to adjustment. The
Diversified Holdings Rights expire on the tenth mensary of the adoption of the Diversified HoldinBights Plan, unless extended or earlier
redeemed by Diversified Holdings. The Diversifiedlthngs Rights will cause substantial dilution tpexrson or group that attempts to
acquire, or merge with, Diversified Holdings with@onditioning the offer on the Diversified
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Holdings Rights being rendered inapplicable. Sde"Post-Transaction Certificate Amendments-- DifiecsHoldings Rights 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 Dsifdied Group upon conversion of Class C
Stock into Class D Stock during the 1997 Convers§leriod, (vii) lack of public market for PKS Holdjs Stock, (viii) certain risks associated
with the construction business, (ix) possible agdeesffects 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 Afthe Transaction."

RISK FACTORS REGARDING DIVERSIFIED HOLDINGS AFTER T HE TRANSACTION

If the Transaction is consummated, holders of Clag&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. Upanfiling of the Post-Transaction
Certificate Amendments, Class D Stock will be régiested and modified as Diversified Holdings Stddklders of Class D Stock and Class
C Stock should consider carefully risk factors reijay Diversified Holdings after the Transactiomcluding (i) the possibility that the
business objectives of the Transaction will notibkieved, (ii) the possibility that the Transactinay not be completed and the potential
consequences of such a failure to complete thes@dion, (iii) certain risks relating to the ExpimmsPlan, (iv) the limited market for
Diversified Holdings Stock and uncertainties aggdeing listed for trading in the future, (v) pdde effects of modifications of the stock
repurchase obligations of Diversified Holdings) (vsks relating to the existing businesses ofdhersified Group, (vii) the anticipated
policy of the Diversified Holdings Board that dieidds will not be paid on Diversified Holdings Staokhe foreseeable future, (viii) possible
adverse effects on the business of Diversified Hgklresulting from the separation of the Busin@ssups, (ix) certain limitations on chan
in control of Diversified Holdings and (x) the riikat forward-looking information included hereirmynprove inaccurate. See "Risk Factors
Regarding Diversified Holdings After the Transanti@nd "Risk Factors Regarding PKS Holdings After Transaction 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 comparablettmse of Class C Stock under the PKS Certificategpt that there will be no rights or
restrictions relating to the Class D Stock. Appgridlisets forth the proposed form of the PKS Holdi@grtificate. The terms of the PKS
Holdings Certificate will be approved by PKS, as fole stockholder of PKS Holdings, prior to theu®hExchange and, accordingly, PKS
Stockholders will not have an opportunity to apgreuch terms. For more detailed information regaytle terms of Class C Stock and PKS

Holding Stock, see "Comparison of Class C StockRK8 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 (and, foll owing the Initial entitled to elect the entir e Board of
Certificate Amen dments, as aclass  Directors of PKS Holdings ( the "PKS
with the holders of the 10 shares of Holdings Board") by cumulat ive

Class D
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Stock, Non-Redee
elect two-thirds
cumulative votin
affirmative vote
(i) 80% of the o
Stock and (i) t
outstanding voti
required to appr
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

S C STOCK PKS HOLDINGS STOC

mable Series), to voting. In addition, the su

of the PKS Board by voting requirements include
g. In addition, the  PKS Certificate with respec

of both holders of  C Stock will be included in
utstanding Class C Holdings Certificate with r
he majority of the ~ PKS Holdings Stock.

ng power of PKS, is

ove certain

orate changes, such as

apital structure of

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. Holders of the 10
PKS Holdings Stock designat
"Common Stock, Non-Redeeema
("PKS Holdings Stock, Non-R
Series") will have no such
rights.
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
I 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
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receive an amoun
share out of the
Account. After a
share to the hol
out of the D Liqg
the C Liquidatio
Liquidation Acco
make such paymen
remaining therea
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
redeemable stock
in stockholders'
book value of ce
and equipment, (
equity attributa
preferred stock
the Class D Form

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

the Construction

S C STOCK PKS HOLDINGS STOC

t equal to $1.00 per
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

fter in the C
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 plus any Formula Value"). The PKS Ho
of PKS not reflected Formula Value is equal to t
equity less (i) the stockholders' equity of PKS
rtain property, plant plus any redeemable stock o
ii) the stockholders' Holdings not reflected in
ble to outstanding PKS stockholders' equity less (
(if any), and (iii)  value of certain property,
ula Value. equipment, and (ii) the sto

equity attributable to outs

Holdings preferred stock (i

s and liabilities of Holders of PKS Holdings Sto
Group are held by a be subject to mandatory
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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.

OWNERSHIP AND TRANSFERABILITY

RESTRICTIONS

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

REDEMPTION........

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.

Class C Stock ma

S C STOCK PKS HOLDINGS STOC

sidiary of PKS (such exchange provisions compara
, the PKS Board may, those to which Class C stoc
vote, require the are subject.

the outstanding Class

common stock of such

pro rata basis. It is

provision that the

ill be effected by the

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

10 shares of PKS Holdings S

Non-Redeemable Series will

subject to such repurchase.
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SUMMARY COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDINGS STOCK

The Post-Transaction Certificate Amendments wdleggnate Class D Stock as "Common Stock, par alieper share", and Class D
Stock, Non-Redeemable Series as "Common Stock,Résleemable Series", modify the repurchase rightghtoh the holders of Class D
Stock are entitled, delete the provisions regardifags C Stock, add certain corporate governarmagions and make certain other changes
consistent with the implementation of the foregoiag described herein. See "The Post-Transactidifi€de Amendments." Appendix E-II
sets forth a form of the restatement of the PKSifdmte after giving effect to the Initial Certifate Amendments and the Post-Transaction
Certificate Amendments (the PKS Certificate asrsersded and restated is referred to herein as thiver$ified Holdings Certificate™). The
following is a summary comparison of the terms &S D Stock before such redesignation and DivedsHloldings Stock after such
redesignation and other modifications. For moreitkt information regarding the terms of Class Bc&tand Diversified Holdings Stock, <
"Comparison of Class D Stock and Diversified HotgirStock."

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 c ash
or abandoned, PKS d oes notintendto  dividends will not be paid o n
declare or pay any additional dividends Diversified Holdings Stock o r Class R
on Class D Stock. Stock in the foreseeable fut ure.

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
the 10 shares of CI
Non-Redeemable Seri
entitled to vote wi
Class C Stock, as a
elect two-thirds of

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 have no
rights.

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. Holders of cumulative voting. Amendment
ass D Stock, By-laws of Diversified Holdi
es also will be Diversified Holdings stockho
th the holders of  require the affirmative vote
single class, to  holders of two-thirds of the
the PKS Board. 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 If certain anticipated techn
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such repurchase Diversified Holdings Per Sha

been determined using the ba

classifications in effect im

prior to the Share Exchange,

Holdings will pay such per s

difference to such holder in

the Diversified Holdings Per

paid

16

ill be
Diversified
to

of the

ngs by the
Iders will
of the
outstanding
The

of 80% of
ill be

a for
Holdings Per
oldings

ed below).
d Holdings
r

will require
amended.
Holdings
by written

fied

raded,
required to
fied

nd of a

the first

h, ata

ings Per

ng the

w (the

a Value").
ical changes
ance sheet
e Share

h holder

nt such

f the

re Price had
lance sheet
mediately
Diversified
hare
addition to
Share Price



LIQUIDATION

CONVERSION

......... 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
Liquidation 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

Class C Stock in co
annual offering of
may, in lieu of pur
of Class C Stock, ¢
Class D Stock into

DIVERSIFIED HOLDIN
D STOCK STOCK

thereto. The Diversified Hol
may, under certain circumsta
suspend its repurchase oblig
to one year. In addition, if

10% of the shares of Diversi
Holdings Stock are tendered
repurchase in any fiscal yea
Diversified Holdings Board m
repurchase Diversified Holdi
delivering interest-bearing
notes instead of cash. Such
notes will have such term to
up to ten years, as the Dive
Holdings Board may determine
the 10 shares of Diversified
Stock designated as "Common
Redeemable Series" ("Diversi
Stock, Non-Redeemable Series
no such repurchase rights

n, dissolution or ~ Upon the liquidation, dissol
after the creditors winding up of Diversified Ho
ers of PKS preferred after the creditors of Diver
ive the full Holdings and the holders of

s to which they are  Holdings preferred stock (if

f Class D Stock will receive the full preferentia
mount equal to the D which they are entitled, hol

. Holders of Class D Diversified Holdings Stock,
an amount equal to  with holders of Class R Stoc
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DIVERSIFIED HOLDIN GS

CLASS D STOCK STOCK
holder of Class D S tock is not then
eligible to own Cla ss C Stock, PKS must
purchase such holde r's shares of Class D
Stock for cash at t he Class D Per Share
Price. Holders of t he 10 shares of Class
D Stock, Non-Redeem able Series will not
be subject to such mandatory exchange.

OWNERSHIP AND TRANSFERABILITY

RESTRICTIONS..........cccuue Under the PKS Certi ficate, there are no Under the Diversified Holdin gs
restrictions on the transfer or Certificate, there will be n o]
ownership of Class D Stock. restrictions on the transfer or

ownership of Diversified Hol dings Stock.

LISTING.......covvviieeeenens 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 | 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 pisgary notes of PKS Holdings (“Installment Notes$)an alternative to cash upon PKS
Holdings' repurchase of PKS Holdings Stock in adaoce with the terms of the PKS Holdings Certiic&8ee "The Transaction-- Installment
Note Program.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(Following the consummation of the Transactionead&named a name that will be selected by the P&EBd}

HISTORICAL PRO FORMA (1)(2)(3)
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 $ 2,867 $ 2,904 $ 1,363 $ 1,381 $ 285 $ 285
Net earnings 244 221 71 91 106 108
FINANCIAL POSITION:
Total aSSetS......uveveeeeevieiieiieeeeeeenne $ 3,451 $ 3,548 $ 3,805
Current portion of long-term debt............... 42 57 14
Long-term debt, less current portion............ 370 332 393
Redeemable Common Stock(4).........ccccceue... 1,607 1,819 1,926

PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary......... . $ 778 $ 1013 $ 346 $ 534

Fully diluted 7.62 9.82 3.36 5.13
Class D Stock:
Primary......ccccooeveevieniieniee 6.45 4.85 1.54 167 $ 3.68 $ 3.65
Fully diluted.........cccevvverieenennee 6.44 4.85 1.54 1.67 3.67 3.65
Dividends(5):
Class C StocK........ccceevvieeviineennnen. 1.05 1.30 0.60 0.70
Class D StocK........cccceevvveiriiienninnn 0.50 0.50 -- -
Stock Price (6):
Class C StoCK......ccevvvvrrveerieaieannnn 3240 40.70 31.80 40.00
Class D StocK........ccceevvieeviieeennnen. 4950 54.25 4950 54.25
Book Value:
Class C StocK........ccceevvieeviiieennnen. 4290 51.02 4534 55.38
Class D StoCK......cceevvvrrieereenieannnn 4949 5423 5422 55.62

SIX MONTHS ENDED
JUNE 30, 1997

RESULTS OF OPERATIONS:
ReVeNnUE........ccoovevieeieeins $ 161 $ 161

Net earnings.. 30 31
FINANCIAL POSITION:
Total aSSetS......uveveeeeeviecrieiieeeeeeeenne $ 2639 $ 2,699
Current portion of long-term debt............... 1 1
Long-term debt, less current portion. . 133 133
Redeemable Common Stock(4).........ccccceue... 1,840 1,900
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary.......ccocovvvieiiiiiiinieens
Fully diluted..........ccceeviieininnnne
Class D Stock:
Primary......ccccooeeeveeeiveeciecieene $ 99 $ 1.00
Fully diluted..........ccoceeviniennnnnne .99 1.00
Dividends(5):

Class C StocK........cccveevvieeviiieennnnn.

Class D StocK........cccceevvveiriivenninn
Stock Price (6):

Class C Stock

Class D Stock
Book Value:

Class C StocK........cccceevvveeriiienninn

Class D StocK........ccceevivieeviiieennnen. 65.76 65.32

65.75 65.30

(1) The pro forma results of operations data areprded assuming that the Transaction was consundmat®ecember 31, 1995 a



December 29, 1996 for the fiscal year ended Dece2®el996 and six months ended June 30, 1997ecésely. The pro forma financial
position data as of June 30, 1997 assume thatrtresd@ction was consummated as of such date. THenmna financial data of PKS should
read in conjunction with PKS' historical consoligfinancial statements and the notes theretotentPro Forma Financial Data" included
elsewhere herein.

(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 ct@a/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'Ri§ing 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) PKS generally must repurchase shares of Cl&&®€ek and Class D Stock upon demand of the haoldeuch stock at the Class C Per
Share Price or Class D Per Share Price, as apjgigalrsuant to the PKS Certificate. The aggregademption value of Class C Stock and
Class D Stock at June 30, 1997 was $404 million®&in@33 million, respectively.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(Following the consummation of the Transactionead&named a name that will be selected by the P&EBd}

(5) The 1995 and 1996 Class C Stock dividends dehi60 and $.70 per share dividends declaredds @8d 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 divideads not been presented as the amount of anyedidgdthat may have been declared i
Transaction had occurred as of the beginning ofdébpective periods cannot be determined.

(6) Pursuant to the PKS Certificate, the stockepdalculation of a share of Class C Stock and @aS#ock 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

Redeemable Common Stock(3).........cceuvue... 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
Redeemable Common Stock(3)..........cceuee. 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; a fractional

23



share of Class R Stock may be converted propotgbnbased on the Conversion Ratio. As a resudtytiiue of a share of Class R Stock is
limited to the value of shares of Diversified Hoigs Stock into which such Class R Stock is coniertiplus the dividend and liquidation
rights of such Class R Stock. The Conversion Vadne, thus the value of the shares of Diversifietdigs Stock into which a share of Class
R Stock is convertible, can vary between a mininufi$i15.00 and a maximum of $25.00, based on thdifigaPrice and subject to certain
adjustments. Although the Class R Stock is beiggdd in recognition of the potential value of tten@ersion Right, the rights of a holder of
Class R Stock are not the same as the rights ofdehof Class C Stock with respect to the Coneerflight. See "Description of Class 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 Regularid¥dnds (as defined) paid on Diversified
Holdings Stock in an amount per share of ClassdgkSfor fraction thereof) equal to the Regular Dand paid on the number of shares of
Diversified Holdings Stock into which such sharedhiss R Stock (or fraction thereof) could be cotede 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 CI

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 amigaid on the number of shares of Diversifiedditais Stock into which such share of
Class R Stock (or fraction thereof) could be cotadrsubject to certain adjustments which provéaeong other things, that each share of
Class R Stock will receive no less than a specifddmum amount. See "Description of Class R Stetlguidation 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 heldioe 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, 1999l as upon the occurrence of certain
other events and (y) if the Diversified Holdinge& is publicly traded, for a period of six busisesys each month, with the first such pe
following 90 days (subject to extension to 180 Jafter the Diversified Holdings Stock becomes mipltraded. The Conversion Condition
with respect to a particular share of Class R Sietke earlier to occur of: (i) the
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repurchase or redemption by PKS Holdings of theesbbPKS Holdings Stock to which such share o€ Common Stock (or fraction
thereof) is attached,; (ii) the exchange of the sldiPKS Holdings Stock to which such share of ERLLommon Stock (or fraction thereof)
is attached into another class of stock or seesriif PKS Holdings intended to be issued primadilgersons leaving employment of PKS
Holdings; and (iii) April 15, 2006. Notwithstandiragy of the foregoing limitations, Class R Commaoc® will be convertible after the
occurrence of a change of control of Diversifiedditngs. Included among the events which constiguthange of control of Diversified
Holdings is a sale or other disposition of "allsoibstantially all" of the assets of Diversified Hiolgs. The phrase "all or substantially all"
assets is not defined in the terms of the ClassoBkSand, accordingly, there may be uncertaintioashether a particular transaction would
constitute such a sale or disposition. Howevermh qirase does have an established meaning undbetheare General Corporation Law
("DGCL"), which requires stockholder approval foc@poration to sell, lease or exchange all or suttiglly all of its property and assets.
The Delaware case law indicates that a corpordi@mnot disposed of "all or substantially all"tsfassets unless it has done so from a
guantitative and qualitative perspective. Quartitdy, a sale must constitute at least a majoritthe corporation's assets. Qualitatively, the
sale must substantially affect the business otthporation. In interpreting the phrase "all or stalntially all of the assets" when used in st
terms, Delaware courts have followed the definitieveloped under the DGCL. See "Description of €RsStock."

Except for an Attached Transfer (as defined), CRi&tock may not be transferred prior to the Skx@hange. Following the Share Excha
and prior to the first day on which the Conversi@ondition with respect to a particular share ofsSIR Stock (or fraction thereof) becomes
satisfied (the "Restricted Period Termination Datelich share of Class R Stock (or fraction thgrewly only be transferred (a) to Diversif
Holdings or its designee (a "Permitted Transfeast')(b) in a simultaneous transfer to the same feaes with the share of PKS Holdings St
to which such share of Class R Stock (or fractiereof) is attached (an "Attached Transfer"), ptedithat such transfer of such share of
PKS Holdings Stock is permitted by the PKS Holdifgstificate. After (i) the Share Exchange andt{ig Restricted Period Termination
Date with respect to a particular share of Clag&tdrk (or fraction thereof), such share of Classtétk (or fraction thereof) will be freely
transferable.

TRANSFERS FROM THE CONSTRUCTION GROUP

Whenever Class C Stock is converted into Classdek$it has been PKS' practice (although the tevfitke PKS Certificate do not require
that it do so) to transfer funds from the ConsiarctGroup to the Diversified Group, in an amount&do the aggregate Class C Per Share
Price of the Class C Stock so converted, in ofgiatr 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 shaye€lass C Stock were converted into Class D Sthoing 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 RPeMRKS 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 certeinmostances, limit its financial and operatingitglity. See "The Transaction--
Conversion of Class C Stock Prior to the Transactio
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NO PUBLIC MARKET FOR PKS HOLDINGS STOCK

The PKS Certificate and repurchase agreements batRKS and holders of Class C Stock substantiediirict the transfer of shares of Class
C stock. Consequently, there is no public markeCiass C Stock. The PKS Holdings Certificate agylrchase agreements to be executed
between PKS Holdings and holders of PKS HoldinggISwill contain comparable restrictions on transféus, there will be no public
market for PKS Holdings Stock. See "Comparisonla€ 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 changesatiamal and regional economies, the cyclical natdiitae construction business, the risk of
bankruptcy of, or non- payment by, owners, the okkost overruns and job losses on particulargutsj risks associated with increasing
competition in the construction business, the rigid®reign construction operations, and the cast$ restraints imposed upon operation by
regulatory requirements.

EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Construction Group from time to time has pernfed construction services for Diversified Group pames. For example, the
Construction Group is currently building three o€ tJoint Venture Energy Projects. See "AppendiBBsiness of Diversified Holdings--
International Energy."” The Construction Group glecformed services for MFS during the early stagfeevelopment when MFS was
controlled by the Diversified Group. If the Busisgsroups were to continue to be affiliated, itasgible that similar construction
opportunities would be presented to the ConstrndBooup in the future. If the Transaction is conmated and the Business Groups are no
longer affiliated, such opportunities might notahailable to the Construction Group to the samerdxds before the Transaction.

NO ASSURANCE OF ACHIEVEMENT OF BUSINESS OBJECTIVE

The PKS Board believes that separation of the BssitGroups will allow the management of the Cootitm Group to focus its attention ¢
financial resources on its business. Although PKlg&hes that the Transaction will enable PKS Haldito achieve this objective, there can
be no assurance as to whether and to what exisriukiness objective of the Transaction will bkieeed if the Transaction is consummatl
See "The Transaction--Background and Purposesoftansaction."

FORWARD-LOOKING INFORMATION MAY PROVE INACCURATE

This Proxy Statement/Joint Prospectus containgiceitrward-looking statements and informationtiatato PKS Holdings that are based on
the beliefs of PKS or management of PKS or the €oation Group as well as assumptions made by @fiodmation currently available to
PKS or such managements. When used in this docuthenvords "anticipate”, "believe", "estimate” drapect” and similar expressions, as
they relate to PKS or PKS Holdings or the managemeRKS or the Construction Group, are intendeidiémtify forwardiooking statement
Such statements reflect the current views of PK@IConstruction Group with respect to future ¢éseamd are subject to certain risks,
uncertainties and assumptions, including the r@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 expecteith&ePKS nor PKS Holdings intends to update ttiesgard-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@&up as part of PKS and (iv) allow the directard enanagement of the Diversified Group
to focus their attention and financial resource#®business. There can be no assurance as thavlatd to what extent any of the business
objectives of the Transaction will be achieved# Transaction is consummated. See "The Transad@iackground and Purposes 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&tdck should recognize that
consummation of the Transaction is subject to stolder ratification of the Transaction and apprafahe Initial 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 havéieat the Transaction and approved the Initial @ieste Amendments before the holder
must make a conversion decision for the 1997 CaiwmePeriod, the Tax Condition will not have beatis$ied by that time and it is likely
that a holder of Class C Stock will not know attttime whether the Tax Condition will be satisfigten the holder 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 eamsce that the Transaction will be consummated.

POTENTIAL CONSEQUENCES OF A FAILURE TO CONSUMMATE T HE TRANSACTION

Pursuant to the executive engagement agreementgaifit®, KDG and James Q. Crowe (the "Engagementehgeat"), 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 DivemrsifiGroup 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 Transactioridir] 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 Transactics abandoned for any reason and, as
anticipated, Mr. Crowe leaves the Diversified Groitifs likely that the
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Diversified Group would not be able to pursue tikpdhsion Plan. In addition, as a result of the @atgy Agreement, the Diversified Group
would no longer participate in the energy businassg, would be left solely with its current infornuat systems business, its investment in the
C-TEC Companies and its coal mining business, lmgetith substantial cash resources. Accordinglg,Diversified Group would have to
retain new senior management and redirect signifigéts business strategy.

EXPANSION PLAN RISKS

The decision of the Diversified Group to pursue Ex@ansion Plan entails significant and substansibk 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 incieasephasis by
the Diversified Group on its information servicasimess. In addition, the Expansion Plan provideshe 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 cadlersely affect overall Diversified Group perfomoa.

OPERATING LOSSES. The Diversified Group has recdndet profits in each year since it was establisfibé 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 Isasstablished, and could result in substantialasses 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 fiivemas 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 onnbarthat it will consider acceptable, and procedaispositions of Diversified Group assets
might not reflect their intrinsic value. Failuredgenerate 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 grahaan 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 witleateel on, among other things,
Diversified Holdings' ability to assess
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markets, design fiber optic network backbone rquitestall facilities and obtain rights-of-way, bdithg access and any required government
authorizations and/or permits. As a result, tharelme no assurance that Diversified Holdings véllble to accomplish all of the tasks
necessary to implement the Expansion Plan. If Bified Holdings is not able to accomplish thosé&sasfficiently and effectively, there will
be a material adverse effect on its growth.

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 Holdingslsinesses will be managed by a small number otkegutive officers,
particularly James Q. Crowe, Chief Executive Offi@nd R. Douglas Bradbury, Chief Financial Offidée 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, contindegklopment of financial and management contralshér controls of operating expenses
as well as other costs, and the training of nevgqrerel. There can be no assurance that Diversiftddings 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 Holdiifife 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 effectuersified 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 entenéuithe CalEnergy Agreement, pursuant to whichilltsell all of its energy assets, is
discussing the restructuring of its coal miningibass, has recently reached preliminary agreemesgilt its interest in UIC and may enter
into other arrangements to sell or dispose of lassies that are not compatible with the Expansian.Piccordingly, the past performance of
the Diversified Group will not be indicative of ifisture prospects or future performance.

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

There has been an extremely limited market for CIastock since its initial issuance in 1992. ClasStock is not currently listed for trading
on any stock exchange or market. Diversified Haldidoes not expect to list Diversified Holdingsctéor trading on a stock exchange or
market at the Effective Time. Diversified Holdingpects that it will not seek such a listing uittibises 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 Holdingslamonditions 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.
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MODIFICATION OF REPURCHASE OBLIGATION

Under the PKS Certificate, PKS has an obligatiorepuurchase 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, aPihersified Holdings Board may determine. Thuddeos of Diversified Holdings Stock
may, under certain circumstances, have stock reépsad on less favorable terms than would holde®a¥s D Stock.

The modification of the repurchase obligation witkpect to Class D Stock may cause lenders thatdxended 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 Groaprrently derives most of its operating cash ffown its coal mining
business. During 1996, for example, the Diversif&rdup received $70 million, or substantially alijts after-tax net operating cash flow
from its coal mining operations. Although that imesis currently produces substantial cash flow gtlvash flows will decline substantially
over the next few years. For example, after-taopetrating cash flow from coal sales under longitpurchase contracts, which was
approximately $70 million in 1996, is expected &zlkihe to approximately $55 million by 1998 andafiproximately $13 million by 2002,
and will decline further thereafter. These decrsa@se primarily due to a decrease in quantitieoaf required to be purchased under those
contracts.

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

COMPETITION. KCP, PKSIS and the C-TEC Companiessafgiect to substantial competition in their resipedousinesses. For example,
KCP is subject to substantial competition from othducers of coal, and the expiration of certaimg-term coal purchase arrangements will
substantially increase the competitive pressureghioh KCP is subject. Instead of making thesessptanarily to customers under long-term
contracts, KCP increasingly will be forced to prodicoal for sale in spot markets. Spot market sakedikely to be at substantially lower
prices than those available under KCP's currerg-tenm contracts. PKSIS and the C-TEC Companiesuygect 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,llaod international regulation.
KCP, for example, is subject to strict environmérnggulation in its coal mining operations. The ibesses of the C-TEC Companies are
subject to extensive federal, state and local egguls that have changed significantly in recematryand are likely to continue to change in
the future. There can be no assurances that trerdified 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 théransaction will be determined by the Diversifledidings 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
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be free to adopt such dividend policy as it deepps@priate and to change its dividend policies aratttices from time to time. It is not
anticipated that Diversified Holdings will pay caditidends to the holders of Diversified Holdinge&k or Class R Stock in the foreseeable
future. See "Comparison of Class D Stock and DifiecsHoldings Stock."

EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Diversified Group from time to time has beetnaduced to business relationships or investmepbdpnities 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 negotétadms length, the use of an affiliated contractor have many benefits, including eas
contract administration and efficient resolutiordigputes. After the Transaction is consummatedeiified Holdings will no longer enjoy
the benefits of using an affiliated contractor.

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 efg 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 ipf 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 antitégl that the Diversified Holdings Board will addipé 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 dactihe 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 tArexy 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, believéithated 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 December 8,712 9:00 a.m. local time, at the Cloud Room, Kid®aza, Omaha, 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. As of October 1, 1997, the mesrdfehe PKS Board held in the aggregate 28.79%ebutstanding shares of Class C
Stock, and 20.47% of the outstanding shares ofs@aStock.

SPECIAL MEETING RECORD DATE

PKS Stockholders at the close of business on Noeerh, 1997, the Special Meeting Record Date, atilexl to notice 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 affitive 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 Clasto€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&t®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 wer881)129 shares of Class C Stock and 26,621,728sb&Class D Stock outstanding «
entitled to vote at the Special Meeting. The regméstion in person or by proxy of at least a majasf the outstanding shares entitled to vote
is necessary to provide a quorum at the SpeciatiNgeAbstentions and "non-votes" are counted asqot in determining whether the
guorum requirement is satisfied. A "non-vote" oscwhen
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a broker or other nominee holding shares for afi@akowner votes on one proposal, but does nt¢ wm another proposal. Abstentions and
"non-votes" will have the effect of votes agairet Certificate Amendments.

PROXIES

All shares of PKS Stock represented by properlycetel 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 agerly executed proxy, the shares will be
voted in favor of the proposals. If any other matt@re properly presented at the Special Meetingdtion, 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 retimn 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’, 18600 Kiewit Plaza, Omaha, Nebraska
68131, Attention: Stock Registrar.

If a quorum is not present at the time the Speédrsting 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 adjournmerthefSpecial Meeting by a vote of PKS
Stockholders, the persons named in the encloseddbproxy will vote all shares of PKS Stock for iath they have voting authority in favor
of such adjournment, so long as such shares ajecsuid proxies directing such shares to be vobteddtification of the Transaction and
approval of the Certificate Amendments.

Stockholder ratification of the Transaction andrappl of the Certificate Amendments would likely faésed 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, stockholdericattion of the Transaction and approval of the iieate 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 effectivedéciude certain lawsuits with respect to such astiand/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 tleadficial 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 outstanding share of PKS Holdings StocK gl PKS.

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 outstanding sharek& Roldings Stock held by PKS; 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 RISdistributed in the Class R Stock Distributiorlwonstitute the only outstanding share
capital stock of PKS. All outstanding shares of R#@&dings Stock at the Effective Time (which shané be held by PKS prior to the Share
Exchange) will be exchanged for Class C Stock mnsto the Share Exchange. Immediately following $thare Exchange, PKS Holdings
will be renamed "Peter Kiewit Sons', Inc." and PKi$ be renamed a name that will be selected byRK& Board. Prior to the Effective
Time, PKS will effect the Class R Stock Distributiby declaring a dividend of eight-tenths of onarstof newly created Class R Stock with
respect to each then-outstanding share of Clagek.SThe eightenths of one share of Class R Stock initially wtliach to the share of Cle
C Stock with respect to which it is distributed aatthe Effective Time, will attach to the shafd*&S Holdings Stock which is exchanged
for such share of Class C Stock in the Share ExginaDertificates representing the shares of ClaS®Bk will not be distributed until after
the Share Exchange is consummated. See "--The RI&$sck Distribution.” For an explanation of céertiactors to be considered with
respect to the Transaction, see "Risk Factors RegaPKS Holdings After the Transaction and Owngrstf Class R Stock" and "Risk
Factors Regarding Diversified Holdings After theisaction.”

BACKGROUND AND PURPOSES OF THE TRANSACTION

THE 1992 AMENDMENT. In January 1992, PKS Stockhotdapproved an amendment to the PKS Certificate"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 tgtolbecember 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 begaefi remaining a single corporation or
restricting PKS future restructuring options, andemove 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 permittimders 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.
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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 StatementSRKknowledged that, in the future, it
might facilitate the public trading of Class D Statepending upon a number of factors, includingdésirability of reducing the Class D
Stock repurchase obligation, the need to raisdaldpy issuing Class D Stock in the public and atévcapital markets and the maturation of
the Diversified Group businesses. The Consenti@tatealso noted that under the 1992 Amendment, &1, upon a twdhirds vote of th
PKS Board, require a mandatory exchange of ClaStobk or Class C Stock for the stock of the rel@ecbrsified Group or Construction
Group subsidiary in order to "spin-off" the subaigi

DIVERSIFIED GROUP DEVELOPMENT. At the time of th@42 Amendment, the Diversified Group assets inadwgléstantial cash
resources, coal mining properties and several smalestments in start-up or early growth stagapganies, such as PKSIS, MFS and
CalEnergy. At the time, the Diversified Group'sitassources had been derived primarily from the sathe packaging and other businesses
that had comprised The Continental Group, Inc. &the 1992 Amendment, the Diversified Group hassted substantial additional sums in
PKSIS, MFS and CalEnergy, and has made significameistments in new businesses, such as the 199@sémm 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 propdsénded to address issues created by
that growth, including proposals for the listing@fss D Stock and proposals for the separatidgheo€onstruction Group and the Diversified
Group. In 1995, the PKS Board considered propdealthe listing of Class D Stock and for the sefiaraof 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 keés and to grow through acquisitions and as atvaygdress the substantial disparity at that
time between the value of the Diversified Groupihess, on one hand, and the Class D Formula ValdeCiéass 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 bgrtbwth 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 purdéistrey of Class D Stock as a way to
deal with certain of those issues and certain a#seres created by PKS' two-class capital stockistre, 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 o€ Stock, PKS management concluded that a lisfittjass 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 sepaunitthe Construction Group and the Diversified Graspa 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 thatngestd at a special meeting of the PKS Board ogusti14, 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 agreemetit®@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 proposal@proved on August 14. At a meet

on October 22, 1997, the PKS Board approved madiéins to the proposal that substituted the ClaSsoRk Distribution for a previously
contemplated distribution to holders of Class Ccktof warrants to purchase shares of Class D Stbak
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discount to the trading value of the Class D Siglek "Warrants"). The PKS Board determined at theéting, based upon the advice of
Gleacher NatWest and in light of the unique eqlikg-characteristics of the previously contemplafédrrants, that the Class R Stock is
substantially the economic equivalent of the WagaBee "--Opinion of Financial Advisor."

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 cony)aand because the PKS Certificate provides fos&ntial 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 notleef 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 discountsildmot be applied to common stock issued by theiBified Group as a stand-alone
company and that the trading price of the commoaoksbf a stand-alone Diversified Group would mdaesely 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 le
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&8 ®ill need to attract an experienced
and sophisticated senior management team, andadaoup of technologically sophisticated employdég 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 cornerstaiany such plans. Accordingly, the
PKS Board also has approved and recommended toSRholders the Restated Plan in order to incrdr@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 Planrisistent with the use of Diversified Holdings&as an equity incentive. The decision to
separate the Diversified Group and the Construcliosup, thus creating a stand-alone equity currewag an important factor in recruiting
James Q. Crowe and R. Douglas Bradbury to lea®thersified 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 cosigas of Class C Stock and from existing DiveesifiGroup 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 Diversifiad@ will be able to raise capital on more coseetif’e terms if the Transaction is
consummated and the Diversified Group becomesdapendent public company.

Third, the PKS Board believes that strategic inwestts and acquisitions might be a key elementiimjting the Diversified Group to
acquire the assets and human resources necessayiément the
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Expansion Plan. In many circumstances, publiclgidthequity capital is a key to successful and etisttive completion of such transactio
The PKS Board, therefore, believes that a separafithe Business Groups, which will enable thedbsified Group to issue a stand-alone
equity security, will facilitate accomplishmentsfch transactions by the Diversified Group.

In addition to the benefits of the Transaction dedifrom 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 alltve directors and management of each
Business Group to focus their attention and finalmeisources on its respective business. The PK#8dBs required to devote considerable
time and attention to each of the Business GraBpsause of the significant differences betweerbtisness of the Construction Group and
the business of the Diversified Group, membersiefRKS Board spend more time on each businessibiala be required if the businesses
were more similar. The members of the ConstrudBooup management serving on the PKS Board, whaadhe PKS Board, have had
little experience with a rapidly growing informatigervices business contemplated by the Expansiomn &d would have to spend even
more time and attention on Diversified Group bus#i order to fulfill their duties as directors.dddition, the PKS Board believes that a
board of directors with experience and a firm foonghe information services business will be caitito the success of the Expansion Plan.
Accordingly, the PKS Board believes that the sejfiaraf 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 tluiesaction 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 dreitmplementation 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 @msion 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 mamageof the Diversified Group.

The PKS Board has concluded that the Class R Semtignizes the potential value of the ConversighRiwithout burdening or unfairly
diluting holders of Class D Stock. In reaching ttasiclusion, the PKS Board considered a numbeaaibfs, including: the terms of the Class
R Stock; the PKS Board's assessment of the polteatize of the Conversion Right; estimates of ikely timing of the exercise of the
conversion right by current holders of Class C Bttlee nominal and actual values of the Class RISto holders of Class C Stock; estimates
of the present value cost of, and resulting dilufimm, the Class R Stock to holders of Class xi§tand estimates of the present value cost
of, and the dilution resulting to, holders of Cl&sStock from estimated exercises of the ConverBigit. The PKS Board also considered
the advice and analyses presented by Gleacher atWmeetings of the PKS Board on July 23, AuddstSeptember 10 and October 22, as
reflected in the fairness opinion attached as Adpe@ hereto.
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OPINION OF FINANCIAL ADVISOR

In reaching a decision to recommend the Transadi@nPKS Board considered the advice of PKS' firdmdvisor, 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 NatWest
delivered an oral opinion to the PKS Board, to beficmed as of the date of this Proxy StatementtI@iospectus, to the effect that, based
upon the matters set forth in such opinion, thenSaation is fair from a financial point of viewttee holders of Class C Stock and the holders
of Class D Stock. Gleacher NatWest advised the B&&d at its September 10 meeting to consider HiEr@rgy Agreement that the sale
contemplated by such agreement did not affect GkradatWest's opinion with respect to the Transactit the October 22, 1997 meeting
the PKS Board, Gleacher NatWest advised the PK$d&bat, in light of the unique equity-like charadstics of the previously contemplated
Warrants, the Class R Stock to be distributed énGlass R Stock Distribution is substantially theremic equivalent of the Warrants and,
accordingly, Gleacher NatWest was of the opiniat,thased on the matters set forth in such opitlenTransaction as so modified is fair
from a financial point of view to the holders ofaS§ C Stock and the holders of Class D Stock. GéadatWest confirmed the opinion
delivered on October 22, 1997 in writing as of da¢e of this Proxy Statement/Joint Prospectus.discin "--Background and Purposes of
the Transaction", the opinion of Gleacher NatWea$ @mong many factors considered by the PKS Boadldtermining to 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 Stockholdersiayed 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/Joaspectus 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 studiesjys®s and investigations as it deemed appropriate.

In rendering its opinion, Gleacher NatWest assuaretirelied 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 furthemiopion the fairness of the Transaction
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is under no obligation to update the opinion readdo the PKS Board and the PKS Board does noéptigsntend to request any such
further opinion or update. Gleacher NatWest dog¢smake 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.

The following is a summary of the analyses preskthteGleacher NatWest to the PKS Board of Directorg\ugust 14, 1997 in connection
with rendering its oral opinion. Upon the delivafysuch opinion, the proposed Transaction conteteglthe distribution of Warrants rather
than Class R Stock. Gleacher NatWest later condlade advised the PKS Board that the Class R $tobk distributed in the Class R Stock
Distribution is substantially the economic equivelef the previously contemplated Warrants. GleadtatWest used substantially the same
types of financial analyses in preparing its ogh@n for the PKS Board on October 22, 1997 aaaititten opinion dated the date of this
Proxy Statement/Joint Prospectus as it used inigirgyits oral opinion to the PKS Board on Augudt 1997.

TRANSACTION SUMMARY. Gleacher NatWest first reviedi¢he principal terms of the Transaction and disedshe 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\Wsstreviewed in detail the terms of the Warraimtsuding 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 ant
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 €kSteld as of the date of the distribution of tharvints. Gleacher NatWest explained that
this eight-tenths ratio represents the ratio ofabitimated Class C Formula Value to the estimatads® Formula Value as of June 30, 1997.
Gleacher NatWest also noted that the Warrants walldev the holder thereof to acquire shares of Biifieed 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 appraisfgevor average trading price per share of Diviesifloldings Stock is $82 or greater, and
that such discount would be adjusted downward byathount by which such appraised value or averageg 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&8dings share to which it was attached would Hd eoexchanged; (ii) eight years from
date of the Transaction; or (iii) upon the occuceenf a of control of Diversified Holdings; and tleach 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 sharéeg tiisted on a public exchange and if no
tracking stock or control discounts were to be Eggplo 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. GieablatWest estimated such range to be $77 to 88ghare 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, astidveates of embedded taxes. Based on this rangack#r NatWest determined that the
fully diluted potential trading value of Class Do8k was $82 per share. Gleacher NatWest also ot dhe
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Class D Per Share Price was estimated to be $iat30, 1997, and that the current difference éetvthe fully diluted potential trading
value per share of Class D Stock and the Classr3Rare Price was therefore $25. Gleacher NatWiettefr noted that if the Transaction did
not occur, this difference might increase or deseeaver time.

VALUE OF THE WARRANTS TO HOLDERS OF CLASS C STOCRased on a fixed dollar discount of $25 per shai@lass D Stock,
Gleacher NatWest determined that the aggregatenadwilue of the Warrants to be issued to holdé@lass C Stock would be between
$150 million and $210 million, depending upon vas@stimates the number of shares of Class C #tatkvere expected to be converted
into shares of Class D Stock during the 1997 CaioarPeriod. If no shares of Class C Stock wereoswerted, the aggregate nominal value
of the Warrants would be $210 million, based up0y512,717 shares of Class C Stock outstandingd@®000 shares of Class C Stock were
allowed to convert into Class D Stock during th@Z €onversion Period, the maximum number of shar€dass C Stock which would be
allowed to be convert pursuant to the Conversiop, @& aggregate normal value of the Warrants wbal@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&Wdst 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 sta&r€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 definedaua dilution to be the amount by
which a share of Class D Stock is worth less bexafithe Warrants. Gleacher NatWest made estimatiegarding 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 assumptiBased on a range of annual growth rates fot ggdrs for shares of Class D Stock of
0% to 20%, and based on conversions from shar€tast 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 Boarditheds Gleacher NatWest's opinion
that, as of August 14, 1997, the Transaction istéaboth the holders of Class C Stock and thedrsldf Class D Stock from a financial point
of view.

At the September 10 PKS Board meeting, GleacheMdst provided an update of the analysis providédeaAugust 14 PKS Board meetil
This update included a revision of the August 1dlysis to reflect the impact of the transactionteamplated by the CalEnergy Agreement
and other revised assumptions. The following igrarmary of the analyses presented to the PKS Baafkeptember 10.

Gleacher NatWest indicated that the range of wiHalieved to be the fully diluted potential tragimalue of Class D Stock was $75 to $79
per share, and that based on this range, thedilll{ed potential trading value of Class D Stoclsw&7 per share. Gleacher NatWest also
noted that the Class D Per Share Price was estinatee $58 per share at January 1, 1998.

Although Gleacher NatWest's estimate of the fullytdd potential trading value of Class D Stock Wwaser at the September 10 meeting {
it was at the August 14 meeting, Gleacher NatWgsliagned that its opinion with respect to the Tiat®n was unaffected because (i) such
value was constantly changing, given that it wasmeined in part on the value of publicly tradedwséies, which were in turn subject to
daily changes; and (i) the terms of the previousigtemplated Warrants were structured to
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allow for such variances, as the discount of therdyfd exercise price to the trading value of thas§ID Stock would vary from $15.00 to
$25.00 depending on such value.

Gleacher NatWest determined that the aggregatenadwalue of the Warrants would be $168 milliorglaring there were no conversions of
Class C Stock into Class D Stock during the 199@v@csion Period, and that the present value offherants, using similar assumptions to
the August 14 analysis, would be $94 million, baged 10% discount rate.

Gleacher NatWest indicated that the economic dituto holders of Class D Stock due to the issuafitiee Warrants, assuming no
conversions of Class C Stock into Class D Stocknduhe 1997 Conversion Period, would be betwe2#o3and 8.7%, based on a range of
annual growth rates for eight years for shareslas<D Stock of 0% to 20%.

Based upon the foregoing updated analyses, Gle&tdt#vest indicated to the PKS Board that it wasaGlter NatWest's opinion that, as of
September 10, 1997, the Transaction is fair to battholders of Class C Stock and the holders a§<D Stock from a financial point of
view.

Gleacher NatWest believes that its analyses musbbsidered as a whole and that selecting portdssch analyses or any of the factors
considered, without considering all such analysesfactors, could create an incomplete view ofgteeess underlying its analyses and
opinion. The preparation of a fairness opinion t@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 wipeceto industry performance, general businessandomic 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 ClasgdelSand 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 soldclwére inherently subject to uncertainty. Furti@&@eacher 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 nagetrwhen issued in connection with the Transadticat 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 mergerguégitions and corporate restructurings.

PKS retained Gleacher NatWest to provide a widgeaf financial advisory services to PKS and itssiiaries during a one-year period
beginning June 1, 1997 for an aggregate fee of ®llln. PKS has also agreed, among other thitmegimburse Gleacher NatWest for all
reasonable out-gfocket expenses incurred in connection with theises provided by Gleacher NatWest, and to indeyrauifd hold harmle:
Gleacher NatWest and certain related parties frothagainst certain liabilities and expenses, ifolyidertain liabilities under the federal
securities laws, in connection with its engagement.

Gleacher NatWest has acted from time to time asaad¢ial advisor to PKS and affiliates of PKS. Dwgrthe 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 aggregfa?@,000 shares of Class D Stock.
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RECOMMENDATION OF THE PKS BOARD

Based on the foregoing, the PKS Board has detedhihs 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 apprtwe Transaction, the Certificate Amendments AedRestated Plan and recommends
that PKS Stockholders ratify the Transaction argteye the Certificate Amendments and the Restaleal Iy 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 outstanding shar&8fHoldings Stock held by PKS. Holders of Classt@ck will become stockholders of
PKS Holdings rather than of PKS. PKS Holdings Stedknot have any preemptive or subscription rigghis stockholders of PKS Holdings,
such holders' rights will continue to be governgdelaware law and will be governed by the PKS Htad Certificate and the By-laws of
PKS Holdings as proposed to be in effect at thediffe Time (the "PKS Holdings By-laws"). The rigldf, and restrictions upon, PKS
Holdings Stock under the PKS Holdings Certificai# be comparable to those of Class C Stock unkeRKS Certificate, except that there
will be no rights or restrictions comparable togddn the PKS Certificate relating to Class D St&e "Comparison of Class C Stock and
PKS Holdings Stock."

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 bedubject to the PKS Certificate, as amended dytrtificate Amendments. The Post-
Transaction Certificate Amendments will redesigr@ss D Stock as "Common Stock, par value $.0Elpare", and Class D Stock, Non-
Redeemable Series as "Common Stock, Non-Redeer@atiks", modify the repurchase rights to whichttbklers of Class D Stock are
entitled, delete the provisions regarding Clasd4d@els add certain corporate governance provisioasnaake certain other changes described
herein. See "The Post- Transaction Certificate Asngnts.” Upon consummation of the Transaction, drsléf Class D Stock will hold
Diversified Holdings Stock. As stockholders of Disiied Holdings, such holders' rights will conteto be governed by Delaware law and
will be governed by the Diversified Holdings Ceifte and the Diversified Holdings By-laws. See ft@parison of Class D Stock and
Diversified Holdings Stock."

NAMES OF PKS HOLDINGS AND DIVERSIFIED HOLDINGS

Immediately following the Share Exchange, PKS Huaidi will be renamed "Peter Kiewit Sons', Inc." &idersified Holdings will be
renamed a name that will be selected by the PKS$dBdéa permitted under the DGCL, such change ohtirae of Diversified Holdings will
be effected solely by action of the PKS Board withany action of the PKS Stockholders.

MANAGEMENT OF PKS HOLDINGS AND DIVERSIFIED HOLDINGS

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

THE CLASS R STOCK DISTRIBUTION

Prior to the Effective Time, PKS will effect thea@k R Stock Distribution by declaring a dividenctigfht-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
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Distribution initially will attach to the share @flass C Stock with respect to which it is distrésiand then, at the Effective Time, will attach
to the share of PKS Holdings Stock which is excleginigr such share of Class C Stock in the Sharbdhge, except as described in "--
Conversion of Class C Stock Prior to the Transatti®low. Persons issued shares of either Clag®¢k r PKS Holdings Stock following
the record date for the Class R Stock Distribufishich will be a date subsequent to January 1, E&9&etermined by the PKS Board) will
not be entitled to receive Class R Stock with respesuch shares.

Each share of Class R Stock will be convertibldhatoption of the holder thereof into such numbfeshares 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 tradogper 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 gleare 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 amdaynivhich $82.00 exceeds such price per shareesuty certain adjustments; provided,
however that the conversion value shall in no eberiess than $15.00. The Conversion Ratio, Coiorek$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 at the option of the holder thereof
only during a Conversion Period, and only if then@ersion Condition has occurred with respect tdhsltare of Class R Stock (or fraction
thereof). A Conversion Period occurs (x) if the &sified Holdings Stock is not publicly traded, 8oP5-day period each year (subject to
extension in certain instances) following the prafian of a valuation used to determine the CorigarRatio of the Class R Stock, with the
first such period following December 31, 1999, adlas upon the occurence of certain events, anifl {fye Diversified Holdings Stock is
publicly traded, for a period of six business dagsh month, with the first such period following @dys (subject to extension to 180 days)
after the Diversified Holdings Stock becomes puplicaded. The Conversion Condition with respec foarticular share of Class R Stock is
the earlier to occur of:

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

(i) the exchange of the share of PKS Holdings stoavhich such share of Class R Stock (or fractimreof) 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--Cosigar Period" and "--Conversion Condition."

All shares of Class R Stock (and fractions therewdy be converted into Diversified Holdings Stotkhe option of Diversified Holdings. S
"Description of Class R Stock--Forced Conversidkl'shares of Class R Stock (and fractions thereafstanding as of April 15, 2010 will
automatically be converted into Diversified Holdingtock. See "Description of Class R Stock--MangaBonversion."

Prior to the Restricted Period Termination Datehwéspect to a particular share of Class R Stockdotion thereof), such share of Class R
Stock (or fraction thereof) may only be transferfadin a Permitted Transfer to Diversified Holdsngy its designee, or (b) in an Attached
Transfer to the same transferee with the shar&&f IRoldings Stock to which such share of Class &tis{or fraction thereof) is attached
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 given share of ClRa&tock (or fraction thereof), such share
of Class R Stock (or fraction thereof) will be freransferable. See "Description of Class R StoBlestrictions 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 the Class R Stock ($.01 per share)."Bescription of Class R Stock--
Mandatory Redemption."”

Prior to the Share Exchange, the Class R Stoclkshaddividend, 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 outstanding share of PKS Holdings Stak by PKS. Accordingly,
immediately after the Effective Time, (i) for allipposes of determining the record holders of PK&lidgs Stock, the holders of Class C
Stock immediately prior to the Effective Time sHadl deemed to be holders of PKS Holdings Stock(inslibject to any permitted transfer
of such stock, such holders shall be entitled ¢teike all dividends payable on, and exercise vatigigts and all other rights and privileges
with respect to, PKS Holdings Stock. DiversifiedltHogs will mail, as promptly as practicable aftee Effective Time, to each record holder
of Class C Stock as of the Effective Time, appmerdocumentation for such holder to use in sugeng the certificates which represented
such holder's Class C Stock in exchange for (@rtficate representing the number of shares of Pidislings Stock to which such holder is
entitled and (y) certificates representing the ebaf Class R Stock attached to those shares ofHtHdngs Stock. Holders of shares of Cl
C Stock will be instructed to mail the certificatepresenting such shares to Diversified Holdirggoepanied by such documentation.
HOLDERS OF CLASS C STOCK SHOULD NOT RETURN SUCH CHRICATES WITH THE PROXY CARD ENCLOSED WITH THI
PROXY STATEMENT/JOINT PROSPECTUS. Diversified Hailds will mail, as promptly as practicable after Eféective Time to each
record holder of Class R Stock who is not at timaéta record holder of Class C Stock, certificagggesenting such holder's shares of Cla
Stock.

CONDITIONS OF THE TRANSACTION

Consummation of the Transaction is subject toicatifon of the Transaction and approval of theidhiCertificate Amendments by the PKS
Stockholders and satisfaction of the Tax Condit@onsummation of the Transaction is not subjeth¢capproval of the Post-Transaction
Certificate Amendments or the Restated Plan. Th® Blard will retain discretion, even if stockholdatification of the Transaction and
approval of the Initial Certificate Amendments al#ained and the Tax Condition is satisfied, tonalom, defer or modify the Transaction if
the PKS Board believes that to do so would beénbibst interests of all PKS Stockholders. UnlesPKS Board determines to extend the
date, the PKS Board intends to abandon the Traosatit is not consummated by October 15, 1998 PKS Board also has
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determined that if the Transaction is not ratiftedhe Initial Certificate Amendments are not amaeb or the Tax Condition is not satisfied,
the PKS Board will not proceed with the Transacti®atisfaction of the Tax Condition is a non-waieatondition to the Transaction. The
Initial Certificate Amendments will be effected prptly following the Special Meeting, and the Pdsansaction 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 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 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 csiovento Class D Stock during the
1997 Conversion Period at the applicable ClassiGSRare Price. A tendering holder of Class C Stekk 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 ietptiee Conversion Cap in order to limit the pot@rdilution 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 @Gguch 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 thdeho

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 expegiayacash and deliver promissory notes for uncorde@ass C Stock on or about April 1,
1998. Any such promissory note will be unsecureitl,bg payable on January 15, 1999 and will betergst at an annual rate of at least 6%
from the date of issuance, payable at maturity. fEleerd date for the Class R Stock Distribution tvd subsequent to January 1, 1998 and
prior to the payment of cash or delivery of prorairgsnotes for such unconverted stock. All tendehingders of Class C Stock who are un:
to convert shares of Class C Stock into Class BKStloring the 1997 Conversion Period as a resuhi®Conversion Cap will receive shares
of Class R Stock in the Class R Stock Distributiath respect to such unconverted shares of ClaS®C€k. If a holder of Class C Stock ele
to receive cash or a shdgrm promissory note for any such unconverted GlaSs¢ock, the related shares of Class R Stockbailiielivered t
such holder following consummation of the Trangagtand will not be attached to any Class C StadRKS Holdings 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 ConveriSamand received cash or a short-tepramissory note for such unconverted Class C S
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 PaeJtrice as of January 1, 1998.
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Walter Scott, Jr., the Chairman of the Board aresident of PKS, has indicated to PKS that he irg¢actlect to convert 150,000 shares of
Class C Stock during the 1997 Conversion Periodclnvis the next conversion in a series of convasiohich had previously been agreed to
as part of a plan to reduce, over time, Mr. Scottiaership of Class C Stock.

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 oralatrthe conversion will not have the effect of tlilg the Class D Formula Value. PKS wiill
take the same action with respect to Class C Stonkerted into Class D Stock during the 1997 CasivarPeriod. 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 Sthuing the 1997 Conversion Period,
PKS would transfer $72,000,000 from the Construc@uoup 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@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 Holdingerids to institute the Installment Note Progranalmw 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 PK8ldtings Stock to the issuer, at the Class C PereéShace or PKS Holdings Per Share Price,
as applicable. Any such sales are for cash, wiichquired 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 thexghase price for the PKS Holdings Stock in andifrsient Note. Installment Notes will have
provisions, such as term to maturity, interest,rata interest and principal payment terms, agehited by the PKS Holdings Board from
time to time.

PKS Holdings expects that selling holders of PK3dihgs Stock who receive Installment Notes gengnalll be required to recognize gain
for U.S. federal income tax purposes on the satbefelated stock only as principal payments aceived on the Installment Notes. As a
result, the Installment Note Program would perroiders of PKS Holdings Stock to defer taxes thatild@therwise be payable upon a cash
sale of such stock to PKS Holdings, although sutdrs would be also required to defer receiphefrelated portion of the sales price of
such stock. To the extent that the Installment Blogeeived in any year by a selling holder of Pksdihgs Stock exceed $5,000,000, such
selling holder will be required to pay interestlegear, as additional tax, on part of the defetaadiability with respect to the sale of the P
Holdings Stock giving rise to the Installment Notes

PKS intends to implement the Installment Note Paogrin part, because the Conversion Right will lbairated 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 Installationtél®rogram at any time without notice to
holders of PKS Holdings Stock.
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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 gederally will realize a capital gain on receipP&S Holdings Stock in the Share
Exchange. See "--Certain Canadian Federal IncomeCbasiderations." Consequently, such holders nemyde to sell such Class C Stock to
PKS, pursuant to the PKS Certificate, after thes€R Stock Distribution but prior to the Share Ewmle. PKS Holdings currently intends to
provide such selling holders of Class C Stock withrest-free loans in connection with purchaseBK® Holdings Stock subsequent to the
Share Exchange. The costs of the interest-freedo@mgements, which are not expected to exce&dnfilion, will be allocated between
PKS and PKS Holdings in accordance with the germrst allocation provisions of the separation agiex@ to be entered into between PKS
and PKS Holdings (the "Separation 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 durifigtBrough 2001. If PKS Stockholders ratify thengaction, 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 Debentuwgsaly interest to such holder's
borrowings without the offsetting benefit of intstéhcome from the Debentures. PKS intends to pieotiblders 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 haveiritvatdates 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 Bified 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.
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REQUIRED VOTE FOR THE TRANSACTION

Although stockholder action with respect to ther@Haxchange is not required under applicable lathePKS Certificate, the PKS Board
determined to seek stockholder ratification of Th@nsaction due to the importance of the Transad¢tdPKS and the PKS Stockholders.
Ratification of the Transaction requires the affitive 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 Certifiéateendments 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.

If the Transaction is not ratified or the Initiak@ificate Amendments are not approved by the $tolders, the PKS Board will assess other
possible courses of action in order to addressstes intended to be addressed by the Transattiese courses of action could include the
possible restructuring of the Transaction, théngbf Class D Stock for public trading or the dooation of the existing capital stock
structure. The PKS Board's choice of a course tidraavill depend upon a number of factors thatilt be able to evaluate only at that time,
including the perceived reasons for the failuréhef Transaction to receive approval, the statukeExpansion Plan, the status of the
Diversified Group businesses and the intentiongiofCrowe at that time.

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of the material U&leral income tax consequences of the Transadlomdiscussion 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 theséher taws occurring after such date, possibly wétnoactive 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 dejpg 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 téee. However, at any time before the IRS Ruli
have been issued, PKS may elect to effect the @cdios in reliance on the Tax Opinion generallytte effect that the tax consequences
described below should result. The Tax Conditioa mon-waivable condition to the consummation efThansaction. The PKS Board has
determined that if the Tax Condition is not sagidfithe PKS Board will not proceed with the Tratisac

The IRS Rulings and the Tax Opinion (if any) wid based on current law and on certain represensaig 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 diiogis is currently aware of any facts or circumstswhich would

48



cause any such representations required to be todde IRS or to counsel to be untrue or incorieeiny material respect. Further, the Tax
Opinion of counsel is not binding on the IRS or aowrt. Promptly following the public release oétfRS Rulings by the IRS, an opinion of
tax counsel to PKS as to the tax consequence® dfrimsaction as set forth in the IRS Rulings bdlifiled as an exhibit to the Registration
Statement of which this Proxy Statement/Joint ReoBfs is a part by post-effective amendment. Prignigitowing the delivery of the Tax
Opinion, if any, the Tax Opinion will be filed aa axhibit to such Registration Statement by pofgetive amendment.

Based on the IRS Rulings and Tax Opinion (if arigtdssed above, the material U.S. federal incomedasequences expected to result 1
the Transaction are as follows:

(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 HoldingslSpursuant to the Transaction.

(i) A holder of Class C Stock will not recognizaeyaincome, gain or loss as a result of (a) theiptad the shares of Class R Stock pursua
the Class R Stock Distribution or (b) the exchaofj€lass C Stock for PKS Holdings Stock pursuarthtéoShare 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 thatggal to such holder's tax basis in the Class €kStomediately 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#{&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, mtedithat such Class C Stock is held as a capi#et as that time.

Notwithstanding the foregoing, PKS will recognizargon the exchange of Class C Stock for PKS Hgkligtock 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 sledie&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 recogigd®KS in connection with the
Transaction is not expected to result in a matanabunt of current tax liability.

If the exchange of Class C Stock for PKS Holdingsckin the Share Exchange does not qualify ag-érée exchange under Section 355 of
the Code, then, among other consequences, (i) RiKBlwecognize 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) eadtfehaf Class C Stock who receives shares
of PKS Holdings Stock in exchange for such holdétass C Stock in the Share Exchange would bectlesg having received a taxable
distribution, taxed, depending on such holder'sq@aar 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 thigtribution of the shares of Class R Stock
pursuant to the Class R Stock Distribution doesjualify 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 tredl€, then, among other consequences, each hol@asd C Stock who receives shares of
Class R Stock pursuant to the Class R Stock Digtdb will be treated as having received a taxaliséribution, taxed to such holder
generally as described in the preceding senterfeinturrence of significant tax liabilities by PKS
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in the event that the exchange of Class C StocRik® Holdings Stock is not treated as a tax-fredamge under Section 355, could have a
material adverse effect on PKS' business and finhoondition.

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 statemeuncth holder's federal income tax return for gh@ble year in which such holder receives
such stock, which statement indicates the applitabif Section 355 of the Code to the Share ExgfeaPKS will provide each stockholder
with the information necessary to comply with tréguirement.

TAX TREATMENT OF CLASS R STOCK. The following disssion of the federal income tax treatment of CR&tock, subject to the
assumptions and limitations contained in such disicin and in the first paragraph under the hedtlitagerial U.S. Federal Income Tax
Considerations" above, is based upon the opiniddkaflden, Arps, Slate, Meagher & Flom LLP, spdeialcounsel to PKS. The discussion
assumes that a holder will hold shares of ClassoBkSand the Diversified Holdings Stock issuahp@mi the conversion of the Class R Stc
as capital assets. A holder generally will not ggdpe gain or loss upon the conversion of a shb@ass R Stock, except with respect to the
receipt of cash in lieu of a fractional share of@sified Holdings Stock. A holder who receivesttaslieu of a fractional share of Diversifi
Holdings Stock will be treated as if such fractibstaare had been issued and then immediately reztbéam cash. As a result, the holder will
recognize gain or loss equal to the difference betwthe amount of such cash and the holder's & imasuch fractional share. A holder's tax
basis in the shares of Diversified Holdings Stamteived upon the conversion of shares of ClasoBkSincluding any fractional share
interest therein) generally will equal the holdéas basis in the shares of Class R Stock immdgliptér to conversion. A holder's holding
period for shares of Diversified Holdings Stockoimthich such shares of Class R Stock are convarilethclude the period during which the
holder held such shares of Class R Stock.

Upon a sale or other taxable transfer of shar€dads R Stock to persons other than Diversifieddigls, 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 Cla&S®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 areetl at a maximum rate of 28%.
Recently enacted legislation generally reducesrithemum capital gains rate to 20% for capital asbetd for more than eighteen months.

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 LOAL, 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, based on the opinioBlake, Cassels & Graydon, special Canadian taxselito PKS, of the principal
Canadian federal income tax considerations genexplplicable under the Canadian Act to a holdetlabs C Stock who receives shares of
Class R Stock in the Class R Stock Distribution simares of PKS Holdings Stock in the Share Exchangewnho, for purposes of the
Canadian Act, is a resident of Canada, holds @aS#ock, and will hold the shares of Class R Sttt the Diversified Holdings Stock into
which such shares of Class R Stock are convertechpital property, deals at arm's length with RIR8 PKS Holdings and is not affiliated
with PKS or PKS Holdings within the meaning of thex Proposals referred to below (a "Canadian C é&tt)d

This summary does not apply to a financial institutvithin the meaning of section 142.2 of the Ghaa Act or to a Canadian C Holder in
respect of which PKS or PKS Holdings is a foreiffiliate within the meaning of the Canadian Act.
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This summary is based on the current provisiorta®fCanadian Act and the regulations thereunder'@anadian Regulations") in force on
the date hereof, specific proposals (the "Tax Psafsd) to amend the Canadian Act or the CanadigulRgons publicly announced by the
Minister of Finance prior to the date hereof andiaderstanding of the current published adminisadnd assessing practices of Revenue
Canada, Customs, Excise and Taxation ("Revenuedagndxcept for the Tax Proposals, this summamsdwt take into account or
anticipate any proposed changes to the law or t@Ree Canada's administrative and assessing mactibhether by legislative,
governmental or judicial actions. This summaryasédd upon the assumption that, upon the issuartbe shares of Class R Stock in the
Class R Stock Distribution, an amount equal toféiiremarket value of such shares of Class R Statikbe added to the common stock and
additional paid-in capital accounts of PKS maingdgiin respect of such stock. PKS intends to add aowunt to such accounts upon the
issuance of such stock.

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 SHOULD IT BE CONSTRUED AS BEINGEGAL OR TAX ADVICE TO ANY PARTICULAR HOLDER.
EACH CANADIAN C HOLDER IS URGED TO CONSULT SUCH H@ER'S OWN TAX ADVISOR AS TO THE PARTICULAR TAX
CONSEQUENCES OF THE TRANSACTION TO SUCH HOLDER, INGDING THE APPLICABILITY AND EFFECT OF ANY
PROVINCIAL, LOCAL OR FOREIGN LAWS AND OF CHANGES IMPPLICABLE 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 dedostequal 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 STIK. 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@tGanadian C Holder upon the conversion of shafr€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 Cle&8®8k (including to PKS otherwise
than on a conversion) will realize a capital gaind capital loss) to the extent that the proceédksposition thereof, net of any reasonable
costs of disposition exceed (or are exceeded leyLCdmadian C Holder's adjusted cost base of swrksbf Class R Stock.

DIVIDENDS ON CLASS R STOCK. A Canadian C Holder Mik required to include the gross amount of amidéinds 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
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that the fair market value of the PKS Holdings Stmeceived in the Share Exchange exceeds (or meeber! by) the Canadian C Holder's
adjusted cost base of the Class C Stock.

The cost to a Canadian C Holder of the shares & AKldings Stock received in the Share Exchangalghm®e 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 StGtkss R Stock and PKS Holdings Stock will be tratesl 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.

NEBRASKA TAX RULING

PKS will apply to the State of Nebraska DepartntdriRevenue for a ruling to the effect that everutitoPKS and PKS Holdings will becot
independent companies if the Transaction is consatenin 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 holderdaxsGC Stock, holding in the aggregate 3,719,284eshof Class C Stock (includil
Messrs. Scott, William Grewcock, Stinson, Toll, BeuGrewcock and Johnson, who are members of theBoid81 and hold in the aggregate
1,672,056 shares of Class C Stock) are residerited$tate of Nebraska. Because failure to recieé a ruling could result in substantial
additional tax cost of the Transaction to a suliEthnumber of Class C stockholders, if PKS doésraceive the Nebraska Ruling or an
opinion of tax counsel generally to the same effacthe requested Nebraska Ruling, by the date wharh 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 Transadfiit determined that such action would be ia test 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 apprarsgits as a result of the Transaction.

ACCOUNTING TREATMENT

Upon consummation of the Transaction, the histbdoasolidated financial statements of PKS willrb&oactively restated, where
appropriate, to disaggregate the historical bas@tial information of the Construction Group, grdsent the business of the Construction
Group as discontinued operations. PKS, which véllédnamed a name selected by the PKS Board foltpthiem consummation of the
Transaction, will account for the Share Exchandegithe fair market value of the Construction Graunal following the Transaction will
continue to account for its results on an histdrost basis. After the Transaction the businegh®fConstruction Group will be operated by
PKS Holdings and will continue to be reflectedhiie separate financial statements of PKS Holdingarohistorical cost basis.
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POST-TRANSACTION ARRANGEMENTS BETWEEN PKS HOLDINGS AND DIVERSIFIED HOLDINGS

PKS and PKS Holdings will enter into various agreats intended to implement the Transaction, inclgdhe Separation Agreement. Set
forth below are descriptions of the material teohthe Separation Agreement, the form of whicmiduded as an exhibit to the Registration
Statement of which this Proxy Statement/Joint ReoBs is a part. The descriptions below are qedlifiy reference to those agreements.

SEPARATION AGREEMENT. The Separation Agreement jmtes for the principal corporate transactions neagsto consummate the
Transaction, the relationship between PKS Holdangs Diversified Holdings after the Transaction, éiflecation of certain risks and
responsibilities between PKS Holdings and DiveesifHoldings after the Transaction and certain othetters.

The Separation Agreement provides for the Shard&hge, the Class R Stock Distribution and certatiernal corporate transactions
necessary to consummate the Transaction. The Siepmafgreement provides that each of Diversifiedditogs and PKS Holdings will
indemnify the other with respect to breaches ofS3hparation 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 @ansion Group to PKS Holdings, and financial
responsibility for liabilities arising out of thastorical and future business of the Diversified@y 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 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 not laten the date of the filing of the Post-Transacti@mtificate Amendments in the State of
Delaware, PKS will change its name to a name tlilabe selected by the PKS Board, and that PKSaldhaf its subsidiaries will assign to
PKS Holdings any and all right, title and intergsaind to any corporate name, tradename or tradensang the initials "PKS" or the names
"Peter Kiewit Sons', Inc." or "Kiewit," and any ethproprietary right with respect to those nameselated symbols, and will refrain from
using any such property right in connection wité thture conduct of its businesses. PKSIS, howevidirbe entitled to continue to use its
current corporate name for a period of two yeatex difie Effective Time.

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 compang, requires that each of Diversified Holdings BiKE 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@mcosts and expenses in connection
with the Transaction will be paid 82.5% by Diveiesif Holdings and 17.5% by PKS Holdings.

The Separation Agreement provides that PKS and R&l8ings will negotiate and enter into a tax allibma agreement (the "Tax Allocation
Agreement") that defines each company's rightsadfigations with respect to deficiencies and reintifederal, state and other taxes
relating to the Business Groups' operations forlytaes (or portions thereof) ending prior to than&action and with respect to certain tax
attributes of Diversified Holdings and PKS Holdirgfter the Transaction. Under the Tax Allocatiorrédgment, in general, with respect to
periods (or portions thereof) ending on or befbre Effective Time, PKS Holdings will be responsifide preparing both consolidated federal
tax returns for the consolidated group, and statedturns for the combined and any subsidiary gréugeneral, under the
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Tax Allocation Agreement, Diversified Holdings aRHS Holdings will be responsible for paying thedaxelating to such returns (including
any subsequent adjustments resulting from the eegd@ation of such tax liabilities by the applicaldxing authorities) that are allocable to
the Diversified Group business and the ConstrudBooup business, respectively. Diversified Holdiagsl PKS Holdings will cooperate with
each other and share information in preparing saxcheturns and in dealing with other tax matters.

The Separation Agreement also provides that PKSP&®I Holdings will negotiate and enter into agreets@r arrangements with respect to
certain other identified matters before the consation of the Transaction, including the matterscdesd under the heading "--Existing
Arrangements and Relationships."

EXISTING ARRANGEMENTS AND RELATIONSHIPS

Although PKS and PKS Holdings will become two indeg@ent companies if the Transaction is consummaétedanticipated 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 Agreemenirexmn 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 managemeciidas for each Business Group at an appropriate tollowing consummation of the
Transaction. These discussions could result ineasadisposition of one Business Group's ownerstigrest in KIM to the other Business
Group or to a third party, the sale of KIM to arthparty or another restructuring related to thewdt Mutual Fund.

OTHER SERVICES. PKSIS currently provides certaifioimation services to the Construction Group, d@d@onstruction Group currently
leases certain corporate office space and prowieeain aircraft flight and maintenance servicethDiversified Group. The Business
Groups believe that such services are providedupntgo terms which are at least as favorable ¢b edthe Business Groups as could have
been negotiated by such groups with unaffiliatedtpharties. The Business Groups expect that sehces will continue to be provided af
the Transaction 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; (iii) designate 10 sharesla$&£D Stock as Class D Stock, Non-RedeemablesSand (iv) eliminate the requirement
that the PKS Holdings Certificate as in effecthat time of the Share Exchange be substantiallyaing the PKS Certificate.

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 igr docbe distributed in the Class R Stock Distitrupursuant to the Transaction and will be
convertible into Diversified Holdings Stock and baerms 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 Amendmerttsee number of authorized shares of Class D Stottbowiincreased from 50,000,000 to
500,000,000 shares. The purpose of the incredsei®vide PKS with the ability to engage in finamggand 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 a€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 subst number authorized but unissued shares ofsaStock 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 binitial 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&nfaeries will not be convertible into
Class C Stock; (iii) shares of Class D Stock, Nadé&emable Series will not be subject to mandateeiiange into Class C Stock by PKS;

(iv) Class D Stock, Non-Redeemable Series willbmsubject to any redemption; and

(v) holders of Class D Stock, Non-Redeemable Seviktbe entitled to vote with the holders of Cla8sStock, as a single class, to elect two-
thirds of the PKS Board. See "Comparison of Clasdzk and Diversified Holdings Stock-- RepurchBéghts", "--Conversion Rights" and
"--Mandatory Exchange." A holder of Class D Stadkn-Redeemable Series will share on a pro ratea lvath the other holders of Class D
Stock in amounts available upon liquidation of P& will receive dividends per share equal to thpzsd on other shares
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of Class D Stock. A holder of Class D Stock, Nord&smable Series will be entitled to vote togethi¢h tine other holders of Class D Stock,
as a single class, on all matters upon which @aSsock is entitled to vote, other than as requirgdaw. Further, upon Class D Stock's
becoming publicly traded, all outstanding share€laks D Stock, Non-Redeemable Series shall casrg bo designated and shall have the
same rights, preferences, privileges and limitatias other shares of Class D Stock.

The DGCL provides that at any time a Delaware cation redeems its stock it must have outstandirages of at least one class or series of
stock with full voting powers which are not subjezredemption. PKS is designating Class D Stodg-Redeemable Series as a new series
of non-redeemable stock to be outstanding at the &f potential redemptions of its other capitatkt Similarly, the PKS Holdings

Certificate will designate 10 shares of PKS Holdifgiock as PKS Holdings Stock, Non-Redeemable Ssoi¢hat PKS Holdings will have a
series of stock with full voting powers that is 1isobject to redemption. See "Comparison of ClaStdCk and PKS Holdings Stock--PKS
Holdings Stock, Non-Redeemable Series."

PKS intends to issue the 10 shares of Class D Can8tmck, Non-Redeemable Series to an officer of Bro®ptly following the
effectiveness of the Initial Certificate Amendmeritke purchase price for such shares will be atttbe applicable Class D Per Share Price.
In connection with this purchase, such officer wagiree with PKS that, on each matter submittedviote of stockholders, he will vote such
shares in proportion to the aggregate vote ofthktioshares of PKS stock voting on the matter. agreement with respect to the voting of
such shares will be binding on any persons to whoah shares are subsequently transferred.

DELETION OF SUBSTANTIALLY SIMILAR REQUIREMENT

The PKS Certificate requires that in connectiorhweiértain mandatory exchanges, including the SBachange, the certificate of
incorporation of the resulting corporation be sahsally similar to the PKS Certificate, with sustodifications as would be appropriate,
since there would be no class of stock correspgnidirClass D Stock in such corporation. To elimératy uncertainty as to whether the PKS
Holdings Certificate will satisfy this standardethitial Certificate Amendments will eliminate $uequirement.
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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-Il hereto. Following the Share Exchange and podhe filing of the Postransaction Certificate Amendments, Diversified dHogs will be
renamed a name that will be selected by the PK$dB@a& permitted under the DGCL, this change wélldffected solely by action of the
Diversified Holdings Board without any action o&tRKS Stockholders.

The Diversified Holdings Certificate incorporatesoi 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) redesignate Class D Stock as "Common Stockyalae $.01 per share", and Class D Stock, Non-&edéle Series as "Common Stock,
Non-Redeemable Series";

(i) authorize the issuance of series of prefestdk, the terms of which are to be determinechlyDiversified Holdings Board; (iii) modify
the repurchase rights to which the holders of Cla&tock are entitled; (iv) delete the provisioagarding Class B Stock and Class C Stock;
(v) classify the Diversified Holdings Board; (vijghibit stockholder action by written consent;

(vii) empower the Diversified Holdings Board, exsikely, to call special meetings of the stockhaddéviii) require a super-majority vote of
stockholders to amend the Diversified Holdings By#; and (ix) make certain other non-substantianghs consistent with the foregoing.
Certain other provisions of the Diversified HoldinGertificate, such as those with respect to indfécation and limitation of liability of
directors, while amended by the Post-Transactiatificate Amendments, will be substantially the gaas the corresponding provisions in
the PKS Certificate.

CAPITAL STRUCTURE OF DIVERSIFIED HOLDINGS

As a result of the Transaction, Diversified Holdingill be an independent company holding the assfetse Diversified Group, and holders
of Class D Stock will hold all of the outstandirttases of Common Stock, par value $.01 per shaf@ivefrsified Holdings as a result of the
redesignation of Class D Stock. The following Pbstnsaction Certificate Amendments are proposedimection 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 te redesignated as "Common Stock, par valué $d¥ share", and Class
Stock, Non-Redeemable Series as "Common Stock,Résleemable Series." For a comparison of Class Ek&ted Diversified Holdings
Stock, see "Comparison of Class D Stock and DiffecsHoldings Stock." Holders of Class D Stock wdild all outstanding shares of
Diversified Holdings Stock.

DELETION OF CERTAIN PROVISIONS AND REFERENCES. Falling 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 &iflj Group Nonvoting Restricted Redeemable Coridertexchangeable Common
Stock, par value $.0625 per share ("Class B Stoekeje converted into shares of Class D Stockil@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 Ameadts, all such provisions and references to ClaSt€k or Class B Stock, including
provisions related to the conversion, voting amlirehase and other rights, will be deleted in teatirety from the Diversified Holdings
Certificate.
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AUTHORIZATION OF PREFERRED STOCK. The Post-TrangatiCertificate Amendments include a provision auiting 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, pridlege restrictions, including voting rights, diwiderights, conversion rights, redemption
privileges and liquidation privileges, as may bédained by the Diversified Holdings Board. Undee PKS Certificate, the PKS Board is
authorized to establish the terms and issue ongooe series of preferred stock; however, the tevfissich preferred stock may not include
voting rights and may not provide for conversiorsoth preferred stock into voting stock. Currertthgre are no shares of PKS preferred
stock issued and outstanding. PKS does not haverasgnt intention to issue any of the sharesefepred stock that will be authorized by
the Post-Transaction Certificate Amendments. Sésk"Ractors Regarding Diversified Holdings Aftee thransaction€ertain Limitations o
Changes in Control of Diversified Holdings."

REMOVAL OR MODIFICATION OF CERTAIN OTHER PROVISIONSCertain provisions of the PKS Certificate will imade unnecess:

or otherwise ineffective by the consummation of Th@nsaction, or are already provided as a mattBetaware law. Such provisions inclu
but are not limited to: (i) provisions for the maary exchange of Class D Stock; (ii) provisionstfee general duties of officers; (iii)
provisions relating to the powers of the PKS Bod#rg;provisions allowing for the ratification ohg contract, transaction or act by a majority
of a quorum of stockholders; and (v) the provisilowing for the holding of stockholder and boardetings and the keeping of offices
outside of the State of Delaware. The Diversifiaaldihgs Certificate will not contain such provisgriror a more detailed description of the
mandatory exchange provisions related to ClassookSsee "Comparison of Class D Stock and Divexgifioldings Stock."

Following the Share Exchange, PKS anticipatesitivéitl adopt certain technical changes to its baksheet classification of liabilities and
stockholders' equity that could affect the deteation of the Diversified Holdings Per Share Prie@do a holder of Diversified Holdings
Stock offering to sell such stock to Diversifiedl#iags pursuant to the repurchase right in the Bified Holdings Certificate. The Post-
Transaction Certificate Amendments will providettii@uch technical changes in classification wodgult in such holder receiving less than
the amount such holder would have received if theeiBified Holdings Per Share Price for such stoaét been determined using the balance
sheet classification in effect immediately priothe Share Exchange, Diversified Holdings will gagh per share difference to such holde
addition to the Diversified Holdings Per Share epaid thereto.

BOARD OF DIRECTORS

As a result of the PoStransaction Certificate Amendments, the Diversititaldings Board will be divided into three classgssignated 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 foedhyear terms. Accordingly, approximately
one-third of the Diversified Holdings Board will leéected each year. See "Diversified Holdings Doexand Executive Officers.”

Notwithstanding any limitation in the Diversifiedollings Certificate on the maximum number of dioest if holders of Diversified Holding
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 todifVacancy resulting from an increase in the
number of such class will
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hold office for a term that will coincide with tliemaining term of that class, but in no case wilkarease in the number of directors shorten
the term of any incumbent director. In accordanith the Diversified Holdings Certificate and Delawdaw, directors may be removed only
for cause because the Diversified Holdings Boadassified. In addition, a director will hold afé until the annual meeting for the year in
which his term expires and until his successor béllelected, subject, however, to prior deathgregion, retirement or removal from office.
Any vacancy occurring in the Diversified Holdings@d may be filled only by a vote of the majorifytioe directors then in office, even if
less than a quorum, or by a sole remaining director

The PKS Board believes that a classified boardtsira is advantageous to Diversified Holdings daadtockholders because, by providing
that directors will serve three-year terms rathantoneyear terms, it will enhance the likelihood of cowiity and stability in the compositic
of the Diversified Holdings Board and in the padgiformulated by it. This will in turn permit thev@rsified Holdings Board to represent
more effectively the interests of all stockholdéns]uding the taking of action in response to dedsaor actions by a minority stockholder or
group. In addition, this provision ensures thataarity of the directors at any given time will lealad prior experience as directors of
Diversified Holdings.

NUMBER OF DIRECTORS. The PKS Certificate provides lhietween nine and 15 directors, as determinatdy-laws of PKS (the "PK:
By-laws"). Such authorized number of directors rhayincreased no more than twice during any tweleatmperiod. The Diversified
Holdings Certificate will provide that the numbédrdirectors will be fixed between six and 15, artancies on the Diversified Holdings
Board may only be filled by the Board. One posséifect of these provisions of the Diversified Holgs Certificate and By-laws is that the
Diversified Holdings Board could prevent any stookler from obtaining majority representation on fieersified Holdings Board by
expanding the size of the Diversified Holdings Bhamnd filling the new directorships with its owaminees.

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 certaifoast these limitations are primarily
related, directly or indirectly, to the unique natwf the PKS capital and management structurdifsrsified Holdings will possess a more
standard capital and management structure, theBt&a&l believes that such limitations are not appatg for Diversified Holdings.
Therefore, such limitations are not included in Bheersified Holdings Certificate, although all rmajority voting rights will be maintained
in the Diversified Holdings Certificate in respéatthe Diversified Holdings Stock. Under the Diviesl Holdings Certificate, although the
powers of the Diversified Holdings Board will nat bpecifically enumerated, the Diversified Holdiysard will have complete power to
manage the business and affairs of Diversified gkl as provided under the DGCL.

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

The Diversified Holdings Certificate will providadt 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 pitatib 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 aeydf a written consent setting forth the
action to be taken is signed by the holders oftanting shares of stock having not less than tménmiim number of votes that would be
necessary to authorize such action at a meetisgpokholders at which all shares entitled to vbtrdon were present and voting.

By prohibiting stockholders from acting by writteansent, the Diversified Holdings Certificate iifhit the ability of any stockholder to tal
action immediately and without prior notice to wersified Holdings Board, and would allow stockters to act only at an annual or spe
meeting. As a result, the Diversified Holdings @edte ensures that all stockholders will have dpgortunity to consider any
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matter that could affect their rights. However,sadimitation on a majority stockholder's abilityact might impact upon such person's or
entity's decision to purchase voting securitieBiekrsified Holdings.

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 certificatenobrporation or by-laws.

The Diversified Holdings Certificate will provideat special meetings of the stockholders may Hectahly by the Diversified Holdings
Board, the Chairman of the Board or the Chief ExigelOfficer and may not be called by any othersparor persons. Accordingly,
stockholders of Diversified Holdings may not cafigecial meeting of stockholders. The PKS Certifida silent on this matter. The PKS By-
laws provide that special meetings of stockholdeay be called by the Chairman of the Board or atr#dguest of a majority of the PKS Bo
or a majority of the outstanding voting stock of K

This provision of the Diversified Holdings Certidite is intended to ensure that the election ottre and other matters for stockholder
consideration will be voted on only at Diversifiddldings' annual meeting and that Diversified Hotgi will not be forced to incur the
expense and distraction of a special meeting utesBiversified 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 stodileo consideration of a proposal over the oppasitibthe Diversified Holdings Board, the
Chairman of the Board or the Chief Executive Offi¢he PKS Board believes that stockholders argigeal a full opportunity to make prog
proposals at duly convened stockholder meetings@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 relatimghis provision.
AMENDMENT OF BY-LAWS

The Diversified Holdings Certificate will provideat the Diversified Holdings Board is authorizedtiopt, repeal, alter, amend or rescind the
Diversified Holdings By-laws and that the stockhekl of Diversified Holdings may not adopt, repedter, amend or rescind the Diversified
Holdings By-laws except upon the affirmative vofebleast two-thirds of the votes entitled to lstdy the holders of outstanding shares of
stock of Diversified Holdings. The DGCL vests sydwer solely in the stockholders of a corporatiafess such power is conferred upon the
board of directors in the certificate of incorpdsat The PKS Certificate currently provides that KS By-laws may be amended by the
affirmative vote of two-thirds of the PKS Board,tmwth (i) two-thirds of the outstanding Class Cc&tand (ii) a majority of the outstanding
voting stock of PKS.

The PKS Board believes that this provision willjhts assure continuity with respect to the managemithe day-to-day operations of
Diversified Holdings. In addition, the provisionlixgrevent a purchaser who acquires a majoritthefDiversified 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 relatmghis 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 togettiér a written notice requesting repurchase. PK&trpay for any repurchased Class D
Stock within 60 days after receipt
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of the certificates and written notice. The PKS Blomay, under certain circumstances, suspendptgchase obligations for up to one year.

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 fiscahy, until the 10% Threshold is reached PKS muymirghase 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 belmsed for cash, the PKS Board may set the propast that the cumulative shares sold
during the fiscal year is equal to the 10% Threglwlthe PKS Board may set some higher proportimter the PKS Certificate, the
promissory notes have a term to maturity not teeedctwo 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 teri

of repurchase promissory notes is intended to deothie Diversified Holdings Board with greater flahty in responding to a substantial call
on its capital by stockholders seeking redempt8®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 exape or market at the Effective Time, i
anticipated that such a listing will be soughtwattstime that Diversified Holdings determines tseacapital through a public equity offering
or decides to have a listed equity security avilétr acquisitions. See "Risk Factors RegardingeBified 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", "--Stocktlets’ 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 whimhla be held only by certain persons,
and, if Diversified Holdings Stock was sold bydtsrrent holders, Diversified Holdings could be sajto coercive takeover tactics which
might impede its long-term business prospects.Jtmporate 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 threataieover 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 event 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 designadake it more difficult and timeensuming 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 &4 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 interasbDiversified Holdings and its stockholders.
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Historically, the accumulation of substantial st@dsitions in public companies by third partiesasnetimes a prelude to proposing a take

or a restructuring or sale of all or part of suompanies or other similar extraordinary corpora&tioa or simply as a means to put such
companies "in play." Such actions are often un#tertdy 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 boadire€tors in order to increase the
likelihood that its proposal will be implemented tine company. If the company resists the efforthefpurchaser to obtain representation on
the particular company's board, the purchaser rmeyntence a proxy contest to have its nominee elgottte board in place of certain
directors or the entire board. In a number of cabespurchaser may not truly be interested imigkiver the company, but uses the threat
proxy fight and/or a bid to take over the compasyaneans of forcing the company to repurchaspuheshaser's equity position at a
substantial premium over the existing market poicas a means to put the company into "play” sdtelgap 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 tddj 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 necessamualuate the takeover proposal, to
study alternative proposals and to help ensuretligabest price is obtained in any transactionlinmg Diversified Holdings which may
ultimately be undertaken. If the real purpose ti#kaeeover bid were to force Diversified Holdingsépurchase an accumulated stock intere
a premium price, management would face the risk thia did not repurchase the purchaser's stotérest, 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 Geati€é does not contain provisions similar
in purpose and effect to the Corporate Governangei$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 smobralments 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 nominatiriains 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 mgasfrstockholders; provided, however,
that in the event that the annual meeting is cdbiec 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 on 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 notieest be given not later than the close of
business on the tenth day following the day on tvhigctice 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 ErgaaAct, and the rules and regulations
promulgated thereunder. Such notice must be accoeghéy a written consent of each proposed nontimée named as a nominee and to
serve as a director if elected.

The chairman of a meeting of the Diversified Hotgirstockholders may refuse to acknowledge the ratioimof 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 arirmaeting if the proper procedures are not followsst 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 fommss 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 poithe anniversary date of the immediately pdeggannual meeting of stockholders;
provided, however, that in the event that the ahmegting 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 sethf as 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 hiseamd 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 2/3% of thestanding voting stock that is not owned
by the interested stockholder. A "business combanaincludes (a) any merger or consolidation & torporation 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 Plasllowing 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 furnished only toifydPKS Stockholders of the anticipated adoptioswch plan by the Diversified
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Holdings Board. The Diversified Holdings Rights flaill have certain anti-takeover effects. To impent the Diversified Holdings Rights
Plan, the Diversified Holdings Board will authorittee issuance of one Diversified Holdings Rightdach share of Diversified Holdings
Stock outstanding as of a certain date and ishweéafter until the Distribution Date (as definedhe Diversified Holdings Rights
Agreement). Each Diversified Holdings Right willtéle the holder to purchase from Diversified Hoigs one one-thousandth of a share of a
series of preferred stock to be designated by tkerBified Holdings Board (the "Rights Plan PreéehStock™) at a specified initial purchase
price that will be subject to adjustment. The Dsieed Holdings Rights expire on the tenth anniaeysof the adoption of the Diversified
Holdings Rights Plan, unless extended or earlideeened by Diversified Holdings. The Diversified Hiolgs Rights will cause substantial
dilution to a person or group that attempts to &equr merge with, Diversified Holdings withoutraditioning the offer on the Diversified
Holdings Rights 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 becoraim@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 eeBiified 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 (i0D,@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, sudtjto certain exceptions. The redemption of theeBsified Holdings Rights may be made
effective at such time on such basis with such itammg as the Diversified Holdings Board in itsesdliscretion may establish. The Diversif
Holdings Rights will
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terminate immediately upon the action of the Diifexd Holdings Board ordering redemption of the &isified Holdings Rights and
thereafter the holders of Diversified Holdings Rtill only be able to receive the Redemption ®ric

Other than provisions relating to the principal mammic terms of the Diversified Holdings Rights, hizersified Holdings Rights Agreement
may be amended by resolution of the Diversifiedditajs Board, subject to certain exceptions, pudhe Distribution Date. After the
Distribution Date, the Diversified Holdings Righgreement may be amended by resolution of the Bifred 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 BAiciqpg 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 timeg@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-basadia. In contemplation of the Transaction (butsdiject thereto), the PKS Board
amended and restated the Original Plan in the fifrthe Restated Plan, subject to stockholder apréw (i) increase the number of share
Class D Stock reserved for issuance upon the eseeofistock-based awards from 1,000,000 to 7,000 @Y provide for the acceleration of
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@n 280G of the Code, (iv) allow for the grahstock-based awards to directors of
PKS and KDG, and persons providing services toraegnber of the Diversified Group who are not als@leyees of PKS or KDG ("Non-
Employee Grantees") and (v) allow for the gramafiqualified stock options with an exercise pri€&ess than the fair market value of Class
D Stock. PKS is seeking stockholder approval ofRlestated Plan in order to comply with the requesta of Sections 162(m) and 422 of the
Code. The following summary of the material terrhthe Restated Plan is qualified in its entiretydxpress reference to the text of the
Restated Plan which is filed as an exhibit to tlegiBration Statement of which this Proxy Statertdeimt Prospectus is a part. The Restated
Plan permits the issuance of stock options (incgdincentive stock options” within the meaningSefction 422 of the Code ("Incentive
Options") and options not so qualified ("NonqualifiOptions")), restricted stock, stock appreciatights, convertible debentures, 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 criticalpi@ca comprehensive compensation program thabeilecessary to attract, retain and
motivate those employees and thus to accompliskxpansion Plan.

PURPOSE AND ELIGIBILITY

The primary purpose of the Restated Plan is teesme the value of Class D Stock and the profitglofi PKS and the Diversified Group (i)
enabling PKS and the Diversified Group to attregtain, motivate and reward employees of PKS aadikersified Group and Non-
Employee Grantees, and (ii) by aligning the intere$ those individuals with the interests of P& Diversified Group and the holders of
Class D Stock. The Original Plan did not allow ttee participation of Non-Employee Grantees. UntlerRestated Plan, all employees of
KDG and its subsidiaries, full-time employees of$®ho perform substantial services for the DiverdifGroup, and Non-Employee
Grantees are eligible to participate.

ADMINISTRATION

The Restated Plan is administered by the Compems@bmmittee of the PKS Board (the "Committee")e Bommittee, in its sole discreti
has the authority to determine the terms of all Alsathe 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 $iuring the term of the Original Plan,

(if) Awards with respect to more than 500,000 skarfeClass D Stock in any two year period, or @hiyards to any one participant with
respect to more than 200,000 shares of Class D
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Stock during the term of the Original Plan. Under Restated Plan, the Committee cannot grant (Brds/with respect to more than
7,000,000 shares of Class D Stock during the tdnineoRestated Plan, or (ii) stock options or stapgreciation rights to any one participant
with respect to more than 1,000,000 shares of @aS&ck during the term of the Restated Plan.

TERMS AND CONDITIONS OF OPTIONS

The Committee may from time to time grant stockam (including Incentive Options) to an eligiblerpon, provided that Incentive Options
may not be granted to Non-Employee Grantees. Thestef options granted under the Restated Plarbeilet out in option agreements
between PKS and participants which will containtspmovisions as the Committee from time to timende@ppropriate, including the

exercise price, vesting conditions and the exgiratiate of such options. Nonqualified Options mayehan exercise price that is less than the
fair market value of the Class D Stock on the aéte grant. (The Original Plan did not allow exise prices of less than the fair market
value of Class D Stock on the date of grant.) éf @lass D Stock is not publicly traded, the fairkeavalue of Class D Stock will be
considered to be the Class D Per Share Price. Agdlate of this Proxy Statement/Joint ProspetitesClass D Per Share Price is $54.25 pel
share.

In anticipation of the Transaction (but not subjbereto), the Committee may implement a programsymant to which it will periodically

grant Awards to eligible executives based on théopmance of Class D Stock versus a broad markkbinand an evaluation of each
executive's individual performance. It is furthatieipated that the Awards granted under this paogwill have an exercise or strike price
equal to the fair market value of Class D Stocthattime of grant, will vest ratably over a peraetermined by the Committee and will ha
term of no less than five and no more than sevansy@he exact terms of the program will be esshblil by the Committee, and the program
may be adjusted or terminated by the Committe@watiane. As is the case with all Awards under thestated Plan, the final determination of
the number of Awards granted to an executive utidsiprogram is at the sole discretion of the Cotteai

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 stockibes.

PAYMENT UPON EXERCISE

Payment in full for the number of shares of ClasStbBck purchased under any Award, including anooptinust be made to PKS at the time
of such exercise. Payment for such shares mustlde in cash, or with the consent of the Commiite€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@a Fhe Committee, in its sole discretion, mayniea 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.
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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 price per share sutgezdch outstanding Award. It is anticipated thatpn consummation of the Transaction,
all Awards will become payable in or with respextdr exercisable for (as the case may be), DifiledsHoldings Stock.

CHANGE IN CONTROL

The Restated Plan provides that upon a Changerntr@of PKS (as defined in the Restated Planspetifically excluding the Transaction),
(i) all Awards shall become immediately vested éi)dhe Committee may cancel any outstanding Awargdon 10 days' advance written
notice, and pay the value of such Awards to thedrslthereof in cash or stock. The Original Plahrdit contain these provisions.

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 in an Award agreement or ottsendetermined by the Committee, (i) no Award, moyr @ght or interest therein, is
assignable or transferable except by will or theslaf descent and distribution, (ii) during thetime of an Award holder, Awards are
exercisable only by the grantee or his or her leglesentative and (iii) restricted stock granitegarticipants may not be sold, transferred,
pledged or otherwise encumbered during the resttiperiod.

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 théaRasPlan from time to time as it deems approgrisibject to approval of the PKS
Board with respect to the number of shares of AlaSs$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 realizedthg optionee upon the grant or exercise of annitiee Option. If Class D Stock is
issued to an optionee pursuant to the exercisa ti@ntive Option, and if no disqualifying dispimn of such shares is made by such
optionee within two years after the date of granwibhin one year after the transfer of such shéwesich optionee, then (i) upon sale of such
shares, any amount realized in excess of the optioa will be taxed to such optionee as long-teapital gain and any loss sustained will be
a long-term capital loss, and (ii) no deduction Wwé allowed to the optionee's employer for federabme tax purposes. Under current tax
law, the long-term capital gains tax rate variggamheling on how long the shares are actually hélowiing the exercise of the Incentive
Option.

If the Class D Stock acquired upon the exercisendihcentive Option is disposed of within two yeafter the date of grant or within one year
after the transfer of such shares to the optiogeeerally (i) the
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optionee will realize ordinary income in the yeédisposition in an amount equal to the excesar(if) of the fair market value of such shares
at exercise (or, if less, the amount realized endisposition of such shares) over the option paid for such shares, and (i) the optionee’s
employer will be entitled to deduct such amountféateral income tax purposes if the amount reptesamordinary and necessary business
expense. Any further gain (or loss) realized bydptonee upon the sale of the Class D Stock wiltaxed as short-term or long-term capital
gain (or loss), depending on how long the sharge baen held, and will not result in any deducbgrthe employer.

Subject to certain exceptions for disability or ttedf 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 Gptio

For purposes of determining whether an optioneeiliject to any alternative minimum tax liabilityy aptionee who exercises an Incentive
Option generally would be required to increaseohiBer alternative minimum taxable income, and com@aphe tax basis in the stock so
acquired, in the same manner as if the optioneeskartised a Nonqualified Option. Each optionggoigntially 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 exercisesdntive Options must determine his or her potélidikility under the alternative minimum
tax.

NONQUALIFIED OPTIONS. With respect to Nonqualifi&bptions: (i) no income is realized by the optioaééhe time the option is grante
(i) generally, at exercise, ordinary income islieal by the optionee in an amount equal to thiedéfice between the option price paid for
shares and the fair market value of the sharesydstricted, on the date of exercise, and thepeé's employer is generally entitled to a tax
deduction in the same amount; and (iii) at salpreqation (or depreciation) after the date of ebseris treated as either short-term, mid-term
or long- term capital gain (or loss) depending owliong the shares have been held. Under curreiaia the applicable capital gains tax
rate varies depending on how long the shares amalpcheld following the exercise of the Nonquigldf Option.

NEW PLAN BENEFITS. The grant of awards under thest®&d Plan is entirely within the discretion of Bommittee. PKS cannot forec
the nature or extent of Awards that will be grantethe future, nor the nature or extent of Awatttlt would have been granted in the last
fiscal year had the Restated Plan, as amendeceatated, been in operation during such time. ThezePKS has omitted the tabular
disclosure of the benefits or amounts to be alkxtainder 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.

(Following the consummation of the Transactionead&named a name that will be selected by the P&EBd}

PRO
HISTORICAL FORMA(1)(2)(3)
FISCAL YEAR
SIX M ONTHS ENDED
END ED DECEMBER

FISCAL YEAR ENDED JUNE 30, 28, 1996

SCENARIO

1992 1 993 1994 1995 1996 1996 1997 1

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT S)

RESULTS OF OPERATIONS:
Revenue (4)(5)....c.cccceruennn $ 1918 $ 2,050 $ 2,700 $ 2,867 $ 2,904 $ 1,363 $ 1381 $ 285
Earnings before cumulative effect
of change in accounting

principle(6).. 162 261 110 244 221 71 91 106

Net earnings(6).... 181 261 110 244 221 71 91 106
FINANCIAL POSITION:

Total assets(4)(5)......cccueenne $ 2,549 $ 3,634 $ 4504 $ 3,451 $ 3,548 $ 3,805
Current portion of long-term

debt(4)(5)(7)..ccvevvrnnns 3 15 33 42 57 14
Long-term debt, less current

portion(4)(5)(7)......cccue.... 30 462 908 370 332 393
Redeemable common stock (8)...... 1,458 1,671 1,736 1,607 1,819 1,926

PER COMMON SHARE:
Net Earnings:

463 $ 492 % 778 % 1013 $ 3.46 $ 534
4.59 4.86 7.62 9.82 3.36 5.13
9.08 1.63 6.45 4.85 1.54 167 $ 3.68
9.06 1.63 6.44 4.85 1.54 1.67 3.67
Dividends(9):
Class C Stock. 0.70 0.70 0.90 1.05 1.30 0.60 0.70
Class D Stock.... 1.95 050 -- 0.50 050 -- -
Stock Price (4)(10):
Class C Stock.... 18.70 22.35 25.55 32.40 40.70 31.80 40.00
Class D Stock. 50.65 59.40 60.25  49.50 54.25 49.50 54.25
Book Value:
Class C Stock................. 23.31 27.43 31.39 4290 51.02 45.34 55.38
Class D Stock.................. 50.75 59.52 60.36  49.49 54.23 54.22 55.62

SIX MONTHS ENDED

JUNE 30, 1997

SCENARIO SCENARIO SCENARIO
2 1 2

RESULTS OF OPERATIONS:
Revenue (4)(5).....cccccevrnens $ 285 $ 161 $ 161
Earnings before cumulative effect
of change in accounting
principle(6)..........ccc...... 108 30 31
Net earnings(6).... 108 30 31
FINANCIAL POSITION:
Total assets(4)(5)......cc.cvenne $ 2639 $ 2,699
Current portion of long-term
debt(4)(5)(7)..covvvirinnnn 1 1
Long-term debt, less current
portion(4)(5)(7)....ceeveene. 133 133
Redeemable common stock (8)...... 1,840 1,900
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary......cccccveeens
Fully diluted................
Class D Stock:
Primary......c.cccccoeenene. $ 3.65 $ 99 $ 1.00
Fully diluted................ 3.65 .99 1.00
Dividends(9):
Class C StockK..................
Class D Stock....
Stock Price (4)(10):
Class C StockK..................
Class D Stock.................. 65.75 65.30
Book Value:
Class C StockK..................
Class D Stock.................. 65.76 65.32




(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.

(Following the consummation of the Transactionead&named a name that will be selected by the P&EBd}

(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 1992-1994rwa&heets.

(5) In October 1993, PKS acquired 35% of the outiitey shares of GEC that had 57% of the available voting rightsJanhe 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) PKS generally must repurchase shares of Cl&®€ek and Class D Stock upon demand of the haoliench stock at the Class C Per
Share Price or the Class D Per Share Price, agablg, pursuant to the PKS Certificate. The agateegedemption value of the Class C Si
and Class D Stock at June 30, 1997 was $404 méieh$1,333 million, respectively.

(9) 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 paithhuary of the subsequent year. The 1992, 1993396 Class D Stock dividends
include $.50 per share dividends declared in 12995 and 1996 but paid in January of the subseqamt Pro forma dividends have not
been presented as the amount of any dividendsrthgtave been declared if the Transaction had oedas 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 e tsuch 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
Redeemable common stock
() IR 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
Redeemable common stock

() T 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 PETER KIEWIT SONS', INC.

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 RBRSPECTUS.

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

CONSTRUCTION. KCG's construction operations casdygarated into two components: construction an@niagt. Total revenue for the
construction segment for the six months ended 30n&997 decreased $25 million or 2% compareddséme period in 1996. Revenue for
the construction business decreased 4% to $91®mdbmpared to $961 million in 1996. This dechmas due to several large projects being
in the start-up phase and the substantial completiche San Joaquin toll road project at the &ntB86. Although construction revenue was
down, materials revenue increased 16% due to thegslemand for aggregates in the Arizona marké@0% increase in the average sales
price of aggregate, hot mix and ready mix was rasiixte for 60% of the total increase in materialgenue. The remaining growth was
attributable to additional materials sales.

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. PKS is the sponsoring partner on the deBigla joint venture reconstructing 16 miles of rstate 15 through the Salt Lake City area.
The project is expected to be completed in 2001.

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. Materialsgiras in 1997 were consistent with those of 1996.

MINING. Coal sales increased 4% during the firdf bA1997 compared to the same period in 1996.i#althl spot coal sales, partially due
to a decline in hydroelectric power generated erihrthwestern United States, and additional consales to Mississippi Power were
primarily responsible for the increase in revenue.

Operating costs as a percentage of revenue duminfirst half of 1997 were virtually unchanged fréime same period in 1996. The increas
lower margin contract and spot sales was subsligmi@set by the proceeds from the partial buy-ofia spot sales contract.

TELECOMMUNICATIONS. PKS' telecommunications reverinereased 6% to $194 million for the six monthdeshJune 30, 1997
compared to the same period in 1996. Sales faetbphone group were consistent with that of therprear. A decline in revenue from the
communications services business was substantfifigt by increases in higher local network serveenue, interstate and intrastate access
revenue, and Internet access revenue. Sales foatie group increased 9% to $79 million for theqak The increase is primarily

attributable to higher basic service revenue raguftrom additional subscribers and the effecta adte increase implemented during the first
quarter of 1997. Revenue for RCN Telecom Servi@ERN") for the first half of 1997 was $6 millionpancrease of $5 million compared to
the same period in 1996. This increase was dudditi@nal subscribers in the Boston and New Yorkkats.

The cost of revenue for PKS' telecommunicationsngat increased 12% for the six months ended Jung9®¥ compared to the same pel
in 1996. The costs associated with the developwfeatcompetitive local telephone effort in 1997 dimel positive effect of a one-time post-
employment benefit adjustment in 1996 were prirgagsponsible for the 5% increase in the teleplgypap's cost of
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revenue. Partially offsetting these items was diiedn costs for the communications services bessrresulting from a decrease in sales. The
cable group's costs increased 9% for the six masrided June 30, 1997 compared to the same perid@Ph The increase is primarily due
higher basic programming costs. The developmetiieofNew York and Boston markets resulted in aniéilllon increase in costs for RCN
during the period. The most significant increasasuored in personnel related costs, origination gnogiramming costs and advertising
expenses.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmathistrative expenses increased 22% for the sixthsoanded June 30,
1997 compared to the same period in 1996. The egsenf RCN's New York operating subsidiary, acqubyg C-TEC in 1996, certain non
capitalized costs of $10 million incurred in conti@e with March 1997 transactions with the minostyareholders in the New York operat
subsidiary, and the professional fees incurredCfarEC's restructuring were primarily responsibletfeese higher general and administrative
expenses. Also contributing to the increase weditiadal costs associated with the Diversified Gr'sugrowing information services
business.

EQUITY EARNINGS, NET. Equity earnings increasedmsfigantly for the six months ended June 30, 199mpared to the same period in
1996. The Diversified Group's proportionate shdr€alEnergy's earnings was $16 million for thesianths ended June 30, 1997, an
increase of $10 million compared to the same parid®96. An increase in PKS' share of CalEnerggtsings and improvements in those
earnings, primarily due to the commencement of ajgars of additional geothermal facilities and #loguisitions of three cogeneration
facilities and Northern Electric plc, all of whidtcurred in the last half of 1996 accounts foritteeease. The Diversified Group's share of
Northern Electric plc provided $9 million of incomartially offsetting these gains were losseshattable to the Casecnan proje

INVESTMENT INCOME, NET. Investment income decline@% for the six months ended June 30, 1997 compartéet same period in
1996. The conversion of CalEnergy convertible déloes into common stock, a reduction in the avepamy#olio balance due to significant
investments in CE Electric UK plc and the RCN basses, and a decline in the gains recognized es shbkecurities all contributed to this
reduction in investment income.

INTEREST EXPENSE, NET. Interest expense for thensdnths ended June 30, 1997 increased to $20 mftiion $15 million for the same
period in 1996. Through June 1996 and 1997, CalidoPrivate Transportation Company ("CPTC") incdrgd million and $5 million of
interest expense on its long-term debt. In 199@rterest was capitalized due to the constructfoth® SR91 toll road. In the six months
ended June 30, 1997 the interest was charged agaiméngs.

OTHER, NET. Other income is primarily comprisedgains and losses on the sale and disposition @iegptyy plant and equipment and other
assets. Increased income from the sale of operasisets, and the absence of a one-time charge T&GZs write-off of regulatory assets, led
to the increase in other income for the six moetided June 30, 1997 compared to the same peribh

PROVISION FOR INCOME TAXES. The effective income tate for the six months ended June 30, 1997 lamdik months ended June
1996 was 38% and 39% respectively. These diffeimu the expected statutory rate of 35% primarilg thuthe state income taxes.

MINORITY INTEREST IN NET LOSS (INCOME) OF SUBSIDIAES. C-TEC's losses, primarily due to the developnoé the RCN
business, certain non-capitalized costs incurremimection with the March 1997 transactions wit ininority shareholders in the New
York operating subsidiary and restructuring expsnaad the losses associated with the SR91 tall resulted in the increased losses
attributable to minority shareholders.
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COMPARISON OF FISCAL YEAR ENDED DECEMBER 28, 1996 TO FISCAL YEAR ENDED DECEMBER
30, 1995

CONSTRUCTION. The Construction Group's constructperations can be separated into two componemstriction and materials.
Revenue from construction decreased 2% to $2,08@min 1996. This resulted from the completionsefveral major projects during the
year, while many new contracts were still in thert-up phase. The Construction Group's share of janture revenue remained at 30% of
total revenues in 1996. Contract backlog at Decer®28e1996 was $2.3 billion, of which 4% was atitéible to foreign operations,

principally in Canada and the Philippines. Projextgshe west coast of the United States accourtZ®t of the total backlog. Revenue from
materials increased by less than 1% in 1996. Tightshcrease in materials revenue was attributtbbe 15% increase in the tonnage of
aggregates, hot mix and ready mix sold during te yThis increase in volume was partially offgetl% decline in the average sales price
from the prior year. The increased demand for agaiess in the Arizona market was also offset bydime in precious metal sales. The
Construction Group sold its gold and silver operadiin Nevada to Kinross Gold Corporation ("Kinfdsnd essentially liquidated its metals
inventory in 1995.

Opportunities in the construction and materialaistdy continued to expand along with the economyndul996. 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 fritta completion of several large projects and irsdaefficiencies in all aspects of the
construction process. Gross margins for materiatéirted from 13% in 1995 to 10% in 1996. The latkigher margin precious metals sales
in 1996 combined with slightly lower constructioatarials margins produced the reduction in opegatiargin.

COAL MINING. Revenue and net earnings improved priity due to increased alternate source tons so@oimmonwealth Edison Compe
in 1996 and the liquidation of a captive insuraoempany which insured against black lung diseapenl$uch liquidation, the Diversified
Group received a refund of premiums paid plus @gein excess of reserves established by the Diteet$Sroup for this liability. Since 1993,
the amended contract with Commonwealth Edison Compas provided that delivery commitments will béisfied with coal produced by
unaffiliated mines in the Powder River Basin in Vihing. Excluding the alternate source coal salesl, pmduced at the Diversified Group's
mines did not change significantly in 1996 from 396vels. The Diversified Group expects a declmeadal revenue and earnings after 1998
as certain long-term contracts begin to expire.

TELECOMMUNICATIONS. Revenue for the telecommunicais segment was $367 million for 1996, an increéd8% from 1995. C-
TEC's telephone group's $10 million, or 8%, incegassales and C-TEC's cable group's $33 millior268%6, increase were the primary
contributors to these improved results. The ineréadelephone group revenue is due to higherstdta access revenue from the growth in
access minutes, an increase of 13,000 accessdinés$yigher Internet access and video conferergabes. Cable group revenue increased
primarily due to higher average subscribers ancffexts of rate increases in April 1995 and Felyrd®96. Subscriber counts increased
primarily due to the acquisition by C-TEC of Perlmapia Cable Systems, formerly Twin County Trandad, Inc. ("Twin County"), in
September 1995, and the consolidation of Mercom, (IMercom") since August 1995. Pennsylvania C&ystems and Mercom, Inc.
account for $23 million of the increase in cableeraue in 1996.

The 1996 operating expenses for the telecommuaoitatiusiness increased $38 million, or 18%, contperd 995. The telephone group and
the cable group experienced increases in expefi€8% and 31%, respectively, in 1996 compared tb19%e increase for the telephone
group was primarily attributable to higher payepenses resulting from additional personnel, wageases and higher overtime. Also
contributing to the increase were fees associattdthe Internet access services and consultingcsgss for a variety of regulatory and
operational matters. The cable group's increadaddo
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increased depreciation, amortization and compessatipenses associated with the acquisition of dvamia Cable Systems and the
consolidation of Mercom's operations. Also conttilbg to the higher costs were rate increases fistiag programming and the costs for
additional programming.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmadhistrative expenses were $260 million in 1996garease of 6%
compared to 1995. Decreases in expenses assogiitddgal and environmental matters were partiaffget by higher compensation and
travel expenses, as well as costs attributable T&C and the opening of the SR91 toll road. C-TEGporate overhead and other costs
increased approximately 13% in 1996 compared t&198is increase was attributable to the costscéstsal with the development of the
RCN business in New York and Boston, the acquisitibPennsylvania Cable Systems, the consolidatidiercom and the investigation of
the feasibility of various restructuring altern&tvto increase shareholder value.

EQUITY EARNINGS, NET. Equity earnings increased 5024996 compared to 1995. An increase in the Bified Group's proportionate
share of CalEnergy's earnings, and improvemerttsise earnings totaling $10 million, along withiacrease in income from the
Construction Group's investment in ME Holding, laE$2 million and C-TEC's investment in MegacaBl&. de C.V. ("Megacable") of $2
million contributed to the higher earnings. Palyiaiffsetting those gains were losses attributablihe Casecnan project and other
investments. The Casecnan loss resulted from tti@na in borrowing and investing interest ratestanfunds generated by the project's
offering in 1995.

INVESTMENT INCOME, NET. Investment income increasggimillion, or 7%, in 1996 compared to 1995. Gainghe sale of equity
securities and a slight increase in interest incaraee primarily responsible for the improved result

INTEREST EXPENSE, NET. The increase in interestesge in 1996 compared to 1995 was primarily attzibie to the CPTC debt that was
capitalized through July 1996, C-TEC's redeemat®éepred stock, issued in the Pennsylvania Cab#eBys acquisition, which began
accruing interest in 1996, and the interest ontbestruction Group's short-term borrowings whichievepaid in 1996.

GAIN ON SUBSIDIARY'S STOCK TRANSACTIONS, NET. Thesuance by MFS of capital stock for acquisitions tre exercise of MFS
employee stock options resulted in a $3 milliongeh to the Diversified Group in 1995. The Divéesl Group recognized gains and losses
from the sale and issuance of capital stock by M $he statements of earnings. Since the spinfdifies by PKS, such gains are no longer
recognized by PKS.

OTHER, NET. Other income in 1996 primarily related¢he gains on the disposition of property, pkmi equipment and other assets. Other
income in 1995 also included the Whitney Benefétslament proceeds related to certain litigatitve (Whitney Benefits" litigation) and the
gain from the Kinross transaction.

INCOME TAX (PROVISION) BENEFIT. The effective incasrtax rate for 1996 of 28% differed from the statutrate of 35% primarily
because of adjustments to prior year tax provisipasgtially offset by state taxes and nondeductilgts associated with goodwill
amortization. In 1995, the effective rate of 5% wager than 35% due primarily to $93 million of omoe tax benefits from the reversal of
certain deferred tax liabilities originally recogail on gains from MFS capital stock transactioaswere no longer required due to the tax-
free spin-off of MFS, and adjustments to prior y&ar provisions.

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

CONSTRUCTION. Revenue from construction increasEsb$million, or 7%, to $2,330 million in 1995 compd to 1994. Revenue for the
construction and materials components increasedri@®1%, respectively, in 1995. The Constructioaupls improvement was attributable
to a 32% increase in joint venture revenue, whanmgrised 30% of the total revenue in 1995 comptoret#t% of total revenue in
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1994. The San Joaquin Toll Road Joint Venture ("Bamuin") in southern California contributed $2@flion and $111 million to total
revenue in 1995 and 1994, respectively. Contracklbg at December 30, 1995 was $2 billion, of whi€l§#%6 was attributable to foreign
operations, principally in Canada and the PhiligpirProjects on the west coast of the United Statesunted for 36% of the total backlog
which included San Joaquin backlog of $133 millidhe inclusion of two additional months of matesiedvenue generated by APAC-
Arizona ("APAC") companies, which were acquiredRiS on February 28, 1994, was the primary factsulting in the increased materials
revenue.

Gross margins for the Construction Group incred$8d in 1995 compared to 1994. The constructionmaatkrials components each
produced similar results. The Construction Grougseased revenue, primarily from joint venturesreéased operational efficiencies and
substantial claim settlements all contributed tprioved results in 1995. Materials benefited from thbust demand for construction mater
in Arizona and also from the operational efficierecgenerated by the merger of APAC and the CongtruGroup's existing materials
business in Arizona. Also contributing to the highrargins was the liquidation of the Constructian@'s precious metal inventory in 1995.

COAL MINING. Mining revenue decreased 4% in 1995ngared to 1994. Spot sales were lower in 1995 dweduced demand in the
Diversified Group's spot coal markets caused bylé winter and high hydro-electricity generationtire western United States. Partially
offsetting the decline in spot sales were hightrahte source coal sales in 1995 due to the aatiele of coal shipments to the current year
from future years and the shifting of certain csldipments from mined coal to alternate source coal.

Direct costs of mining, as a percentage of minagenue, declined 4% in 1995. The increase in higtagin additional alternate sales and
the decrease in lower margin spot coal sales duréd to the improved margins.

TELECOMMUNICATIONS. After the spin-off of MFS by PKin 1995, the telecommunications segment consssitedy of C-TEC. CFEC's
primary operations are telephone and cable. In lt@d&communications revenue increased 12% compare@d94. Sales of the telephone
group were $129 million in 1995, an increase ofiilfion, or 6%, compared to 1994. Increases in ssdimes for local network service and
rate increases for intrastate access traffic wanegpily responsible for the improvement. Salestfar cable group increased 34% to $127
million in 1995. The acquisition of Twin County 8eptember 1995, and the consolidation of Mercoesslts since August 1995 contributed
$18 million and $6 million to C-TEC's revenue indB9 In addition, subscriber increases of approxétyat6,000 in 1995 compared to 1994
and rate increases effective in April 1995 accodifite an $8 million increase in cable revenue. Rees from other operating groups
increased $17 million, or 32%, compared to 199arily due to the resale of long-distance teleprem®ices to another long-distance
reseller, improvements in switched business, 1s#00ice sales and third-party revenues from C-TE@smunication services business. The
arrangement with the third-party reseller termidatrethe second quarter of 1995. Partially offegttC-TEC's increase in revenue was the

of the mobile services group in 1994 which contiéoli$23 million in revenue that year.

C-TEC's direct costs increased $30 million, or 1§%4,995 compared to 1994. The telephone groupsafaevenue increased primarily
because of higher payroll expenses and higher dipien expense. The acquisitions of Mercom andnT@ounty led to a 37% increase in
direct costs for the cable group in 1995. In addithigher basic programming costs resulting frooméased subscribers, channel additions
and rate increases contributed to this increagecbexpenses for C-TEC's other operating groupeased in 1995 because of costs
associated with the resale of long-distance ses\acel communication services work performed fadtparties. Partially offsetting these
increases was the elimination of direct costs aasetwith the mobile services group, which wasi$0l11994.

GENERAL AND ADMINISTRATIVE EXPENSES. General andrathistrative expenses increased 25% in 1995. Hipkeefit costs
attributable to the retired packaging employeesnarease in expenses for legal and

79



environmental matters, and increases in C-TEC'sresgs were partially offset by lower payroll expEnsC-TEC's 10% increase in costs in
1995 resulted primarily from expenses associatéd RCN, higher professional fees for evaluatiostoditegic alternatives for enhancing
shareholder value and higher compensation expenses.

EQUITY EARNINGS, NET. The significant improvementéquity earnings in 1995 was primarily attributatd CalEnergy. The successful
merger of Magma Energy's operations into CalEnergy@95 was primarily responsible for the $5 millimcrease in the Diversified Group's
share of CalEnergy's earnings. Partially offsetthig increase was an equity loss of $3 milliomfr6-TEC's investment in Megacable which
was purchased in January 1995. The remainder ohtinease is due to other equity investments doutirig individually insignificant
increases in earnings.

INVESTMENT INCOME, NET. Investment income was $61lion in 1995, an increase of 91% compared to 198¥rovements in interest
income and declines in losses on the sales of iiesusnd international energy project developnexpienses all contributed to the increase in
investment income. Interest earned on the Whitneyefits settlement proceeds contributed to an &se&rén investment income. C-TEC's
proceeds from its rights offering and the salehiobile services group also contributed to adrigtverage portfolio balance and increased
interest income.

INTEREST EXPENSE, NET. Interest expense in 1995aksed 34% compared to 1994. The decline was plyndaie to C-TEC's
prepayment of senior secured notes in December. 1994

GAIN ON SUBSIDIARY'S STOCK TRANSACTIONS, NET. Thesuance by MFS of capital stock for acquisitiond #e exercise of MFS
employee stock options resulted in a $3 milliongeh to the Diversified Group in 1995. In 1994 fiversified Group settled a contingent
purchase price obligation resulting from MFS' 1@@@chase of Chicago Fiber Optic Corporation ("CEQMe former shareholders of CFO
accepted MFS stock previously held by the DivesdlifGroup, valued at market prices, as paymentsoblitigation. This transaction, along
with the issuances of stock for acquisitions anglegee stock options, resulted in a $54 million g&in before taxes.

OTHER, NET. Other income in 1995 primarily relateca $21 million gain on the exchange of the Cartston Group's gold operations in
Nevada for the common stock of Kinross and the Bified Group's settlement proceeds of $135 milfimm the Whitney Benefits litigatio
Other income also included gains and losses frentisposition of property, plant and equipment atteér assets in 1995 and 1994.

EQUITY LOSS OF MFS. The expansion activities of MEa8ounced in 1993 and 1995 required significatiairdevelopment and roll out
expenses in advance of anticipated revenues arithged to negatively affect the operating resuftsiBS. After September 30, 1995, the
Diversified Group no longer included MFS' resultsts financial statements.

INCOME TAX (PROVISION) BENEFIT. The 5% effectiveéome tax rate for 1995 differs from the statut@terof 35% due primarily to
$93 million of income tax benefits from the revéisiacertain deferred tax liabilities originallyaegnized on gains from MFS stock
transactions that were no longer required dueddak-free spin-off of MFS, and adjustments to pyi@ar tax provisions. In 1994, the
effective rate of 21% was lower than 35% primadilie to adjustments to prior year tax provisions.

LIQUIDITY AND CAPITAL RESOURCES

Excluding C-TEC, described in a separate paragbafiiw, PKS' working capital increased $109 million,15%, during the first six months
of 1997. The increase was primarily due to cashigdeal by operations, including $93 million of tafunds, and financing activities. The
increase was offset by cash used to fund investitigities.

80



Investing activities in the first six months of I@#cluded $61 million of investments and $74 roilliof capital expenditures, including $62
million for construction equipment and $8 millicor fthe information services business. The investsprmarily include the Diversified
Group's $5 million investment in a Philippine povpeoject, $14 million investment in three Indonespower projects, $22 million for a real
estate investment and the Construction Group'swilli®n investment in the Oak Mountain mine. Thesgital outlays were partially offset
by $17 million of net proceeds from the sale of ke#able securities and $26 million of proceeds fthmsale of property, plant and
equipment and other assets.

Financing sources in the first six months of 198duded $34 million and $5 million for the issuamfeClass C Stock and Class D Stock, and
$16 million and $2 million of long-term borrowing finance the Diversified Group's real estate ibwesit and to modernize the Construction
Group's Oak Mountain mine, respectively. Finanaiegs consisted primarily of $13 million of dividengn Class C Stock and $12 million of
dividends on Class D Stock.

C-TEC's working capital decreased slightly in 19Bfe series of transactions with the minority shalgers of its New York operating
subsidiary for $40 million, $61 million of capitakpenditures to expand the RCN, cable and telephetveorks, and $7 million to repay long-
term debt and preferred dividends were partiallydfed by C-TEC's sale of marketable securities 8fri#lion.

PKS also anticipates making significant investmémiss construction, telecommunications and infation services businesses and searching
for opportunities to acquire businesses which gtevor long-term growth. Other long-term liquiditges include payment of income taxes
and repurchasing PKS' stock. PKS' current finarealdition and borrowing capacity should be suffitifor immediate operating and
investing activities.

In late 1995, a Diversified Group and CalEnergytuesy CE Casecnan Water and Energy Company, '@E Casecnan”) closed financing
and commenced construction of a $495 million iigaand hydroelectric power project located onPhdippine island of Luzon. The
Diversified Group and CalEnergy have each maden$iiibn of equity contributions to the project.

The CE Casecnan project was being constructedanteand several basis by Hanbo Corporation anahid&Engineering & Construction C
Ltd. ("HECC"). On May 7, 1997, CE Casecnan annodribat it had terminated the Hanbo Contract. Imeation with the contract
termination, CE Casecnan made a $79 million drayuest under the letter of credit issued by KoreatBank ("KFB") to pay for certain
transition costs and other damages under the H@obtract. KFB failed to honor the draw request;riadter is being litigated.

On September 30, 1997, C-TEC completed a tax-&stucturing that separated its operations alosinkess lines into three separate,
publicly traded companies:

- Commonwealth Telephone Enterprises, Inc. contgittie local telephone group and related engingdrirsiness;
- Cable Michigan, Inc., containing the cable ted@w operations in Michigan; and

- RCN Corporation, which consists of RCN; C-TEXsstng cable systems in the Boston-Washington BdEridor; and the investment in
Megacable, a cable operator in Mexico. RCN Tele&mvices is a provider of packaged local and Idisgance telephone, video, and Inte
access services provided over fiber optic netwtrkgsidential customers in Boston and New Yorky Cit

As a result of the C-TEC reorganization and spiis;ahe Diversified Group owns less than 50% ofdhtstanding shares and voting rights of
each entity, and will therefore account for eactitensing the equity method for all of 1997. Sé@pendix B--Business of Diversified
Holdings."

The restructuring is intended to permit investord the financial markets to better understand amatbate C-TEC's various businesses. In
addition, the restructuring will allow C-TEC to saicapital on the
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most efficient terms. In July 1997, C-TEC closedrfeeparate credit facilities with a syndicate aifks aggregating $410 million. C-TEC
intends to use these credit facilities to refinatieecable group's existing senior secured notés@afund RCN's continued development.

On September 10, 1997, KDG entered into the Caliynagreement with CalEnergy. Under the CalEnergye®ment CalEnergy agreed to
repurchase KDG's entire ownership interest in Catgyis common stock and to acquire KDG's entireevslmip interest in the Joint Venture
Energy Projects and Northern Electric plc. Thesetsscomprise the energy segment of KDG. Therekid& will reflect these assets, the
earnings and losses attributable to these assetgmththe closing date, and the related cash flems as discontinued operations on the
consolidated balance sheet and statements of garaimd cash flows. KDG is no longer required tovjgi® additional capital to these entities
through the closing date.

In order to fund the purchase of these assets,néadfy sold, in October 1997, approximately 19.Jiamlshares of its common stock at a
price of $37.875 per share. This sale reduced KD®tgership in CalEnergy to approximately 23% betéased its proportionate share of
CalEnergy equity. It is KDG's policy to recognizairgs or losses on the sale of stock by companiesiach it has invested. KDG will
recognize an after-tax gain of approximately $50iomi from this transaction in the fourth quartérl®97.

KDG expects to recognize an after-tax gain on tepasition of its energy assets upon closing in8l8Bapproximately $300 million. The
after-tax proceeds from the transaction of apprataty $960 million will be used to fund the ExpamsPlan.
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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 nesdwas responsible for 60% of the total increiasematerials revenue. The remaining
revenue growth was attributable to additional makesales.

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 was attributable to a ifs%ease 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 torss and essentially liquidated its metals invgnito 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 més revenue generated by APAC,
which were acquired on February 28, 1994, was timegpy factor resulting in the increased matenalgenue.
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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 DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth certain informatioith respect to each person currently serving disegtor of PKS, including his business
experience during the past five years (1992-196d)crrent directorships in other public companies:

NAME

Walter Scott, Jr.* Chairman of the Board an
years); also a director
Inc., CalEnergy, ConAgra
RCN Corporation, U.S. Ba

Peter Kiewit, Jr. Attorney, of counsel to
Arizona (for more than t

William L. Grewcock* Vice Chairman, PKS (for

Robert B. Daugherty Director (and formerly C
of Valmont Industries, |

Charles M. Harper Former Chairman of the B
Holdings Corp. Currently
and Chief Executive Offi
DuPont de Nemours and Co
Inc.

Kenneth E. Stinson* Executive Vice President
Chairman (since 1993) an
ConAgra, Inc. and Valmon

Richard Geary* Executive Vice President
construction subsidiary

George B. Toll, Jr.* Executive Vice President
Co., a KCG construction

James Q. Crowe President and Chief Exec
Chairman of the Board, W
company (January 1997-Ju
international telecommun
subsidiary until 1995);

Telephone Enterprises, |
International, Inc. and

Richard R. Jaros Executive Vice President
(1995-1997), PKS; Presid
CalEnergy (1992-1993); a
Telephone Enterprises, |

Richard W. Colf* Vice President, Kiewit P
more than the past five

BUSINESS EXPERIENCE AGE
d President, PKS (for more than the past five 66
of Berkshire Hathaway Inc., Burlington Resources

, Inc., Commonwealth Telephone Enterprises, Inc.,

ncorp and Valmont Industries, Inc.

the law firm of Gallagher & Kennedy of Phoenix, 71
he past five years)

more than the past five years) 72
hairman of the Board and Chief Executive Officer) 75

nc. (for more than the past five years)

oard and Chief Executive Officer of RJR Nabisco 69
a director (and formerly Chairman of the Board

cer) of ConAgra, Inc. and also a director of E.I.

mpany, Norwest Corporation and Valmont Industries,

, PKS (for more than the past five years); 55
d CEO (since 1992), KCG; also a director of
t Industries, Inc.

, KCG; President of Kiewit Pacific Co., a KCG 62
(for more than the past five years)

, KCG (since 1994); Vice President, Kiewit Pacific 61
subsidiary (1992-1994)

utive Officer, KDG (since August 1, 1997); 48
orldCom, Inc., an international telecommunications

ly 1997); Chairman of the Board, MFS, an

ications company (1992-1996) (MFS was a KDG

also a director of CalEnergy, Commonwealth

nc., RCN Corporation, Qwest Communications

InaCom Corp.

(1993-1997) and Chief Financial Officer 45
ent of KDG (1996-1997); President and COO of

Iso a director of CalEnergy, Commonwealth

nc., RCN Corporation and WorldCom, Inc.

acific Co., a KCG construction subsidiary (for 54
years)
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NAME BUSINESS EXPERIENCE AGE

Bruce E. Grewcock* Executive Vice President , KCG (since 1996); Chairman (since 1996), 43
President (1992-1996) an d Sr. Vice President (1992) of Kiewit Mining
Group, Inc.; also a dire ctor of Kinross Gold Corporation

Tait P. Johnson* President, Gilbert Indus trial Corporation, a KCG construction subsidiary 48
(for more than the past five years); President (1992-1996), Gilbert
Southern Corp., a KCG co nstruction subsidiary

Allan K. Kirkwood* Vice President, Kiewit P acific Co., a KCG construction subsidiary (for 54
more than the past five years)

Identified by asterisks are the nine persons ctyreerving as executive officers of PKS. Executdificers are those directors who are
employed by PKS or its subsidiaries. Bruce E. Gamkds the son of William L. Grewcock.

The PKS Board has an Audit Committee, a Compens&@ammittee and an Executive Committee.

The Audit Committee members are Messrs. Johnsokwiébd and Kiewit. The functions of the Audit Coniteé are to recommend the
selection of the independent auditors; review #seilits of the annual audit; inquire into importemérnal control, accounting and financial
matters; and report and make recommendations tiullhieKS Board. The Audit Committee had four mags in 1996.

The Compensation Committee members are Messrs.heaygHarper, and Kiewit, none of whom are empésyef PKS. This committee
reviews the compensation of the executive officd®BKS. This committee has also assumed the fumetid the former Management
Compensation Committee, the purpose of which waeiew the compensation, securities ownership kamfits of the employees of PKS
other than its executive officers. The Compensafilommittee had one formal meeting in 1996 and awtéxk by written consent action in
lieu of meetings.

The Executive Committee members are Messrs. Sthtifman), William Grewcock, Stinson, and Croweisldommittee exercises the
powers of the PKS Board between meetings of the B&&d, except powers assigned to other commitizesng 1996, the Executive
Committee had no formal meetings, acted by writi@msent action in lieu of a meeting on three oarasiand had several informal meetings.

PKS does not have a nominating committee. The P&@&fiCate provides that the incumbent directoesctdd by holders of Class C Stock
may nominate a slate of Class C directors to betedeby holders of Class C Stock and the incumbieectors elected by holders of Class D
Stock may nominate a slate of directors to be eteby holders of Class D Stock, for election atahrual meeting of stockholders.

The PKS Board had three formal meetings in 1996ambeld by written consent action on two occasibm$996, no director attended less
than 75% of the meetings of the PKS Board and oiendgittees of which he was a member, except Mr. @rand Mr. Geary, each of whom
was absent at one meeting.

Directors who are employees of PKS or its subsieado not receive directors' fees. Non-employeecthrs are paid annual directors' fees of
$30,000, plus $1,200 for attending each meeting®PKS Board, and $1,200 for attending each mgefim committee of the PKS Board.
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PKS HOLDINGS DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth certain informatiaith respect to each person currently anticipabeloet a director of PKS Holdings after
consummation of the Transaction, including his bess 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
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
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 Holdings or its subsidiaries. Eswth person is expected to serve as an
executive officer of PKS Holdings
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in a capacity similar to that in which he currerggrves at KCG or a KCG subsidiary. Bruce E. Grekds the son of William L. Grewcock.
The PKS Holdings Board will have an Audit CommittaeCompensation 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 indepandeditors; review the results of the annual audguire into important internal control,
accounting and financial matters; and report andennacommendations to the full PKS Holdings Board.

The Compensation Committee members are expectasl tessrs. 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 Messrs. Stinson (Chairman), Geary, Bruce GrewcockTall. 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 informatieith respect to each person currently anticipabeloet a director of Diversified Holdings af
consummation of the Transaction, including busireegeerience during the past five years and cudiattorships in other public reporting
companies:

NAME BUSINESS EXPERIENCE AGE

Walter Scott, Jr.* Chairman of th e Board and President, PKS (for more than the past five 66
years); also a director of Berkshire Hathaway Inc., Burlington
Resources Inc. , CalEnergy, ConAgra, Inc., Commonwealth Telephone
Enterprises, | nc., RCN Corporation, U.S. Bancorp and Valmont
Industries, In c.

James Q. Crowe* President and Chief Executive Officer, KDG (since August 1, 1997) ; 48
Chairman of th e Board, WorldCom, Inc., an international
telecommunicat ions company (January 1997-July 1997); Chairman of the
Board, MFS, an international telecommunications company (1992-199 6)
(MFS was a KDG subsidiary until 1995); also a director of CalEner ay,
Commonwealth T elephone Enterprises, Inc., RCN Corporation, Qwest
Communications International, Inc. and InaCom Corp.

R. Douglas Bradbury* Executive Vice President, KDG (since August 1, 1997); Chief Finan cial 46
Officer (1992- 1996), Executive Vice President (1995-1996), and Se nior
Vice President (1992-1995) of MFS, an international telecommunica tions
company

William L. Grewcock Vice Chairman, PKS (for more than the past five years) 72

Richard R. Jaros Executive Vice President (1993-1997) and Chief Financial Officer 45
(1995-1997), P KS; President of KDG (1996-1997); President and COO of
CalEnergy (199 2-1993); also a director of CalEnergy, Commonwealth
Telephone Ente rprises, Inc., RCN Corporation and WorldCom, Inc.

Robert E. Julian Chairman of th e Board, PKSIS (since 1995); Executive Vice Preside nt 58
and Chief Fina ncial Officer, PKS (1992-1995)

Kenneth E. Stinson Executive Vice President, PKS (for more than the past five years) ; 55
Chairman (sinc e 1993) and CEO (since 1992) of KCG; also a directo r of
ConAgra, Inc. and Valmont Industries, Inc.

Robert B. Daugherty Director (and formerly Chairman of the Board and Chief Executive 75
Officer) of Va Imont Industries, Inc. (for more than the past five
years)

Charles M. Harper Former Chairma n of the Board and Chief Executive Officer of RIR 69
Nabisco Holdin gs Corp. Currently a director (and formerly Chairma n of
Board and Chie f Executive Officer) of ConAgra, Inc. and also a
director of E. | DuPont de Nemours and Company, Norwest Corporatio n and
Valmont Indust ries, Inc.

David C. McCourt Chairman and C hief Executive Officer, Commonwealth Telephone 40
Enterprises, | nc., Cable Michigan, Inc. and RCN Corporation; Chai rman
of the Board a nd Chief Executive Officer, C-TEC (1993-1997); also a

director of Me

rcom and WorldCom, Inc.
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NAME BUSINESS EXPERIENCE AGE

Michael B. Yanney Chairman of th e Board, President and Chief Executive Officer, Ame rica 63
First Companie s L.L.C. (for more than the past five years); also a
director of Bu rlington Northern Santa Fe Corporation, RCN Corpora tion,
Forest Qil Cor poration and Mid-America Apartment Communities, Inc

Identified by asterisks are the three persons @gpeo be executive officers of Diversified Holdinafter consummation of the Transaction.
Walter Scott, Jr. is expected to be Chairman oBbard of Diversified Holdings and receive an anrsagary of $200,000. Effective August
1, 1997, James Q. Crowe became President and Exeelitive 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 $250,000. Mr. ®mand Mr. Bradbury are expeci
to hold similar positions with Diversified HoldingSee "Certain Relationships and Related Transtio

As a result of the PoStransaction Certificate Amendments, the Diversititaldings Board will be divided into three class#ssignated 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 initial Class | Bators will consist of Walter Scott, Jr., Jame<@we, Robert B. Daugherty and Charles
M. Harper; the initial Class Il Directors will cossof William L. Grewcock, Richard R. Jaros, RabEr 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 1998w@al meeting of stockholders; the term of the ahi@lass Il Directors will terminate on the
date of the 1999 annual meeting of stockholderd;the term of the initial Class Il Directors wilrminate on the date of the 2000 annual
meeting of stockholders. At each annual meetingtadékholders beginning in 1998, successors toltws of directors whose term expires at
that annual meeting will be elected for three-yteams. See "The Post-Transaction Certificate Amesdms-Board of Directors."

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

The Audit Committee members are expected to be fdedglian (Chairman), Grewcock and McCourt. Thecfions of the Audit Committee
will be to recommend the selection of the independeditors; review the results of the annual audguire into important internal control,
accounting and financial matters; and report andenmnacommendations to the full Diversified Holdirgsard.

The Compensation Committee members are expectagl Messrs. Yanney (Chairman), Jaros and McCounig w6 whom are employees of
Diversified Holdings. This committee will reviewaltompensation of Diversified Holdings executiviécefs as well as the compensation,
securities ownership and benefits of Diversifieddiftgs employees.

The Executive Committee members are expected Messrs. Scott (Chairman), Crowe, Bradbury, Stireswah Yanney. This committee will
exercise the powers of the Diversified Holdings Bldaetween board meetings, except powers assigneithér committees.
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PKS EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The table below shows the annual compensationeotiiief executive officer and the next four mogthy compensated executive officers of
PKS in 1996 (the "Named Executive Officers"). PK&2g not currently have plans under which optiotegksappreciation rights, restricted
stock awards, long-term incentive compensatiorfiggbaring, or pension benefits are held by thensd Executive Officers, other than
options granted under the Original Plan.

LONG-TERM
ANNUAL COMPENSATION COMPENSATION
OTHER ANNUAL SECURITIES
NAME AND PRINCIPAL COMPENSATION UNDERLYING
POSITION YEAR SALARY($) BONUS($) (©)] OPTIONS (#)
Wallter Scott,dr........cccvvuveeeeiiirieeeeennen. 1996 715,000 2,000,000 276,400(1)
Chief Executive Officer 1995 630,000 1,250,000 157,800
1994 630,000 500,000 126,900
Kenneth E. StinsoN.............cccoecvvivvinenns 1996 402,500 900,000
Executive Vice President 1995 351,300 600,000
1994 310,800 475,000
Richard Geary..........cccoeviiiieiiinae. 1996 270,750 600,000
Executive Vice President of KCG 1995 252,800 525,000
1994 234,800 450,000
Richard R. Jaros (2).....ccccceoeeeieeenenenne 1996 371,200 450,000 50,000(3)
Executive Vice President 1995 304,100 400,300 150,000

1994 276,000 300,000

George B. Toll, Ir. (4)..ccccieeiiiiiiiae 1996 231,250 500,000
Executive Vice President of KCG 1995 201,250 400,000
1994 171,250 300,000

(1) Other Annual Compensation means perquisiteo#imetr personal benefits received by each of theédhExecutive Officers, if over
$50,000. The only reportable amounts are the nambas use of PKS aircraft attributable to Mr. Sdbircraft usage values are calculated
under federal income tax regulations and are redas$ taxable income by Mr. Scott.

(2) Mr. Jaros resigned as Executive Vice PresidéRKS and President of the Diversified Group dffecJuly 31, 1997.
(3) Class D Stock options. See "--Option Tables."

(4) PKS loaned Mr. Toll $800,000 during 1994 in geation with the purchase of a residence and rétaxpenses. The full principal
amount of his demand note payable to PKS is cuyrentstanding.
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OPTION TABLES

In June 1996, PKS Stockholders approved the Oflifitaan. Mr. Jaros is the only Named Executive @ffiparticipating in the Original Plan.
Mr. Jaros was granted 150,000 options, effectiveddtber 1, 1995, to purchase shares of Class D &taak exercise price of $40.40 per
share (the then-applicable Class D Per Share Raiak})0,000 options, effective November, 1996 uilpase shares of Class D Stock at
$49.50 per share (the then-applicable Class D RareSPrice). Messrs. Scott and Jaros also holdinarptions to purchase shares of
CalEnergy common stock. The Company no longer Isisck appreciation rights plan.

OPTION GRANTS IN LAST FISCAL YEAR

POTENT IAL REALIZABLE
VALU E AT ASSUMED
NUMBER OF PERCENT OF ANNUAL RATES OF STOCK
SECURITIES TOTAL OPTIONS PRICE A PPRECIATION FOR
UNDERLYING GRANTED TO EXERCISE OF OP TION TERM
OPTION EMPLOYEES IN BASE PRICE EXPIRATION -------  ceeemmeeeeeee
NAME GRANTED (#) FISCAL YEAR  ($/SH) DATE 5% ($ ) 10% ($)
Walter Scott, Jr. 1,000 - 25.75 5-16-06 16, 200 41,000
CalEnergy (1)..cceeevivvveeenns 1,000 - 29.0625 12-06-06 18, 300 46,300
Kenneth E. Stinson................. -- -- - -- -- --
Richard Geary.........cccccvvveee. -- -- - -- -- --
Richard R. Jaros
CalEnergy(1)....ccoceevveavnenne 1,000 - 25.75 5-16-06 16, 200 41,000
Class D Stock(2).......cc.eee.... 50,000 27.9 49.50 11-01-06 1,556, 500 3,944,500

George B. Toll, Jr................. -- - - - - -

(1) As fees for serving on the board of directdr€alEnergy, Messrs. Scott and Jaros received mptio purchase CalEnergy common stock.

(2) In connection with his resignation as Presid#rihe Diversified Group, PKS agreed to vest &lMo. Jaros' options. The options expire
years from the grant date. The last two columnsvsthe value of the options (in excess of the eserprice) assuming that the underly
shares appreciate at an annual compounded ragé of 20% for the ten year period.
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AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END
OPTION VALUES TABLES

NUMBER OF SECURITIES

UNDERLYING UNEXERCISED VALUE OF UN EXERCISED
OPTIONS AT IN-THE-MONE Y OPTIONS
SHARES FISCAL YEAR END(#) AT FISCALY EAR END($)
ACQUIRED ON  VALUE oo ceeeeeeee s
EXERCIS E REALIZED UNEXER- UNEXER-
NAME #) ($) EXERCISABLE CISABLE EXERCISABLE CISABLE
Walter Scott, Jr.
CalEnergy(1)..ccccceevevveeeeninennnn. 10,0 00 147,500 2,100 - 13,900
Kenneth E. Stinson.............ccc.ve.... -
Richard Geary........cccccvvvveevennennn. -
Richard R. Jaros
CalEnergy(1)....ccccevveeeivenaninnnnn 3,2 10 91,500 401,100 -- 7,471,900
Class D(2)..cuuveeeeieiineeiiiennnn. - - 200,000 - 2,315,000

George B. Toll, Jr.....ccoovuieieennnns

(1) The value of the CalEnergy options is the défece between the exercise prices of the optiodgtenclosing price of the CalEnergy
common stock on the New York Stock Exchange of 33er share on December 31, 1996.

(2) The value of the Class D Stock options is tiffeidnce between the exercise prices of the optand the then-applicable Class D Per
Share Price of $54.25 per share on January 1, 1997.
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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 Bggment Agreement with PKS and
KDG. Under the Engagement Agreement, KDG has aedqdiom Mr. Crowe, Mr. Bradbury and others, Broauth&apital Group, L.L.C., a
company formed to develop investment opportunif@sa purchase price of $68,523, the cash investinghat company. Pursuant to the
Engagement Agreement, PKS has sold 1,000,000 sbia€dass D Stock to Mr. Crowe and 250,000 shafédass D Stock to Mr. Bradbury,
in each case at $54.25 per share, the current OI®&s Share Price. The Engagement Agreement edstdps that PKS will make available
for sale, from time to time prior to the consumrmoatof the Transaction, to certain Diversified Gramployees designated by Mr. Crowe in
connection with the implementation of the Expandttem ("Expansion Plan Employees"), up to an aggeegf 1,050,000 shares of Class D
Stock at a price per share equal to the then-adgécClass D Per Share Price.

The Engagement Agreement also sets forth certaivigions that apply only if the Transaction is atb@med or if Mr. Crowe's employment is
terminated by KDG before the Transaction is consatechor abandoned. In either case, (i) PKS willkehide right to repurchase all Class D
Stock issued to Mr. Crowe and Mr. Bradbury at ag@per share equal to the then-applicable ClassrlZRare Price, and (ii) Mr. Crowe will
have the right to purchase from the Diversified @rthe stock of subsidiaries formed to implementEsxpansion Plan (but not including
PKSIS or any other subsidiary of the Diversified@ in existence on August 1, 1997) ("Expansiom Mabsidiaries") and certain assets
acquired by the Diversified Group in connectionhatiie implementation of the Expansion Plan, in eaath case at the book value of such
stock or assets as reflected in the books anddeairthe Diversified Group. The Diversified Grolugs not invested a significant amount to
date in the Expansion Plan. However, the DivedifBroup anticipates that Expansion Plan expendittimough mid-1998 could approach
$150 million, and that a substantial portion ofsd@xpenditures would be expensed for accountingopas, thus resulting in the book value
for the Expansion Plan assets being substant@hiil than the Diversified Group's investment inhsassets. PKS will enter into agreements
with each Expansion Plan Employee that provide Bi&® may repurchase any Class D Stock sold to xparision Plan Employee if the
Expansion Plan Employee resigns or ceases to benployee of the Diversified Group through purchagér. Crowe of the capital stock of
any Expansion Plan Subsidiary at any time befonedy 1, 1999, at a price per share equal to e dpplicable Class D Per Share Price.
See "Risk Factors Regarding Diversified HoldingseAthe Transaction--Potential Consequences oflarEdo Consummate 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 assatiaith 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 of his 1997 salary ($187,500dmet August 1 and December 31, 1997 and a bonuseqrayf $262,350
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when PKS makes its customary executive bonus paynired998. PKS also agreed to amend the optioseagents with Mr. Jaros with
respect to the options to purchase 150,000 sh&@sss D Stock at $40.40 per share (the then-egiple Class D Per Share Price) granted to
Mr. Jaros in 1995, and the options to purchase(®0sbares of Class D Stock at $49.50 per sharéh@mapplicable Class D Per Share Pr
granted to Mr. Jaros in 1996, to provide that thmstgons would be fully vested on July 31, 1997 amuld be exercisable at any time during
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 eE€D Stock to Mr. Daugherty and
8,000 shares of Class D Stock to Mr. Kiewit, inteaase at $49.50 per share (the then-applicabksCl&Per Share Price). Those stock
purchase transactions were consummated in March. 199

In October, 1997, PKS sold 10,000 shares of ClaSsobk to Mr. Yanney and 10,000 shares of Classdok3o 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 eligildeobtain an interest-free loan to repay his
outstanding loan used to finance the purchasesdbBbentures. The cost of such arrangement isxpetceed 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 stockwut stockholder approval, the prohibition of &tealder 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 direcors 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 Limitatioos Changes in Control of Diversified Holdings."

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of PKS consists of Me&saugherty, Harper and Kiewit, none of whom io#iter or employee of PKS.
Each of Messrs. Daugherty, Harper and Kiewit pusedaClass D Stock from PKS in 1997. See "CertalatR®aships 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 purcHa@kss D Stock from PKS and has entered into tiga§ement Agreement with PKS
and KDG. On August 1, 1997, KDG purchased a jetraft from a company controlled by Mr. Crowe for. BHnillion, 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, McCautitaros, 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 agreemenPWiH) 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
outstanding share of PKS Holdings Stock held by PKfis, holders of Class C Stock will become stottérs of PKS Holdings rather than
of PKS. See "The Transaction." PKS Holdings Stodknet have any preemptive or subscription righ#s.stockholders of PKS Holdings,
such holders' rights will continue to be governgdelaware law and will be governed by the PKS Htad Certificate and the PKS Holdir
By-laws. The rights of and restrictions on PKS Hiads Stock (including dividend rights, repurchaghts and rights to distributions upon
liquidation) under the PKS Holdings Certificate &S Holdings By-laws will be comparable to tho§€tass C Stock under the PKS
Certificate and PKS By-laws, except that there balno rights or restrictions comparable to thosthé PKS Certificate and PKS By-laws
relating to the Class D Stock. The terms of the P#®8lings Certificate will be approved by PKS, ks sole stockholder of PKS Holdings,
prior to the Share Exchange and, accordingly, Pt68kbolders will not have an opportunity to appreueh 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 ieate 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 stua &3S preferred stock. As of
November 10, 1997 there were no shares of Clage&kS10,821,129 shares of Class C Stock, 26,681siares of Class D Stock and
shares of PKS preferred stock outstanding. On datdy such outstanding shares of Class C Stock lveddleof record by 1,222 persons and
such outstanding shares of Class D Stock weredifetetord by 1,941 persons. After giving effecthe Initial Certificate Amendments, the
PKS Certificate will authorize 641,750,000 sharesapital stock, of which 8,000,000 shares are €BS$tock, 125,000,000 shares are Class
C Stock, 500,000,000 shares are Class D Stock Mithf such shares being designated as Class B,3to0- Redeemable Series),
8,500,000 shares are Class R Stock and 250,008sshigr PKS preferred stock. See "The Initial Geati€ Amendments.” PKS intends to
issue 10 shares of Class D Stock, Non-Redeemaliless$eomptly following the filing of the Initial &tificate Amendments and expects to
issue not more than 8,500,000 shares of Class ¢k 8tdhe Class R Stock Distribution.

Holders of PKS Holdings Stock will be stockholdef$?KS Holdings, which will not be a subsidiaryRKS and which will have an interest
only in the Construction Group. PKS Holdings is @dare corporation. The PKS Holdings Certificattharizes 125,250,000 shares of
capital stock of PKS Holdings, of which 125,000,&b@res are PKS Holdings Stock (with 10 of sucheshbeing designated as PKS
Holdings Stock, Non-Redeemable Series) and 25G08€es are PKS Holdings preferred stock. As of ktd, 1997 there were 100 shares
of PKS Holdings Stock outstanding, all of which eéreld by PKS and no shares of PKS Holdings PedeBtock outstanding. After the
consummation of the Transaction, PKS Holdings estxs that there will be not more than 10,500,0@0eshof PKS Holdings Stock (of
which 10 shares will be designated as PKS HoldBtgsk, Non-Redeemable Series) and no shares ofHidings preferred stock
outstanding.

Reference is made to the more detailed provisifranal the following descriptions are qualifiectiir entirety by reference to, the PKS
Certificate, the PKS By-laws and the PKS Holdingsl®wvs, copies of which are filed with the Commissias exhibits to the Registration
Statement of which this Proxy Statement/Joint ReoBfs 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.
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DIVIDEND POLICY

Under Delaware law and the PKS Certificate, afteidénds have been declared and set aside for paymngaid on PKS preferred stock (if
any) having a preference over Class C Stock, didden Class C Stock may be declared and paidf dhe @xcess, if any, of the amount
legally available therefor over the Available Cl&s®ividend Amount, which is equal to the lessefipthe amount legally available for
payment of dividends on common stock of PKS andiiamount equal to (a) the Class D Formula VEse (b) dividends on Class D Stock
declared during the current year. The current gafido pay in each year 15% to 20% of the pria@rgeearnings of the Construction Grouj

a cash dividend on Class C Stock.

Under Delaware law and the PKS Holdings Certificateer dividends have been declared and set &sigyment or paid on PKS Holdings
preferred stock (if any) having a preference owes Poldings Stock, dividends on PKS Holdings Statky 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 vetespare on all matters submitted to a vote otdremon stockholders of PKS. Moreover,
the holders of Class C Stock are entitled, as aragpclass (and, following the Initial Certific&enendments, as a class with the holders of
the 10 shares of the Class D Stock, Non-Redeensales), to elect two-thirds of the directors, bynalative voting, while the remaining
directors are elected by the holders of Class RIStbhe 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 outatgrvoting power of PKS, while certain other ansaequire the approval of 66 2/3% of
Class C Stock, voting as a separate class, aawallmajority of the voting power of PKS. The PKStlicate further provides that, in the
event that the number of issued and outstandingslud Class C Stock should at any time be lessttianumber 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 outstandingeshat 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 cosp® 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 inchgtin 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 thdeoéthe 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
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suspension periods may be applied to Class C @toglClass D Stock. During a Class C Stock suspems&dod, required repurchases (E.G.,
upon employment termination) may continue, butrépirchase price will be determined as followsh& suspension period ends during the
first half of the fiscal year (before July 1), ttepurchase price will be the Class C Per Share Bietermined as of the end of the prior fiscal
year (less dividends per share declared on Cl&&®€k since the prior fiscal year end). Howevethé suspension period ends during
second half of a fiscal year (after June 30), gpurchase price will be the Class C Per Share Bdatamined at the end of the suspension
period.

During the first 15 days of any calendar month, Rgdings 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 PKSikgddStock upon the PKS Holdings Board's deterrunahat the PKS Holdings
Formula Value to be determined at the end of thieeatifiscal year is likely to be less than the R@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 cladkbe accepted during the suspension periodirgua PKS Holdings Stock suspens
period, required repurchases (E.G., upon employteemination) may continue, but the repurchaseepnit! 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 yéesq dividends per share declared on PKS HolditgskSince the prior fiscal year end).
However, if the suspension period ends during gdoeisd half of a fiscal year (after June 30), thmurehase price will be the PKS Holdings
Per Share Price determined at the end of the ssigpeperiod. Holders of the 10 shares of PKS HagsgliStock, Non-Redeemable Series will
have no such repurchase rights.

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 entiflthe PKS Board will establish two accounts. The fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to lbalké-of the unconsolidated stockholders' equitPPKiS
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 upPXS Holdings, after the creditors of PKS Holdingsl ghe 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 tzlsholders of PKS Holdings.

CONVERSION RIGHTS

A holder of Class C Stock may convert shares o§£@ Stock into Class D Stock pursuant to the CQmive 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 tineber of shares surrendered for conversion asltes © Per Share Price at the Conversion
Date bears to either (i) if Class D Stock is ndtlfaly traded, the Class D Per Share Price oif({Dlass D Stock is publicly traded, the
average closing price of Class D Stock for twerdging days prior to such date. Instead of effgctire conversion
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described above, PKS may repurchase any shardass C Stock tendered for such conversion at thesGC Per Share Price at the
Conversion Date by providing written notice to teadering stockholder of such election not latantthe Conversion Date. A holder of CI

C Stock (but only if such holder is then an emptogé PKS or an entity of which PKS owns at lea20% equity interest) may withdraw the
tender of shares at any time before, or within &gscafter, PKS provides written notice that it Bested to repurchase the shares. Partial
payment for such tendered shares shall be madevgithdays after the Conversion Date, and the bal@aid after PKS' financial statements
are certified. No conversions of Class C Stock @kass D Stock will become effective if PKS' dutyrépurchase Class C or Class D Stock is
at the time suspended, as provided in the PKSfCats.

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, PKSihfgddntends to implement the Installment Note Paiogto allow holders of PKS
Holdings Stock to elect to receive Installment dads an alternative to cash upon PKS Holdings'robage of PKS Holdings Stock in
accordance with the terms of the PKS Holdings @eate. See "The Transaction--Installment Note Paong"

FORMULA VALUE

The Class C Formula Value is an amount equal tstiekholders' equity of PKS plus any redeemalaleksdf PKS not reflected in
stockholders' equity less

(i) the book value of certain property, plant aadipment, (ii) the stockholders' equity attribugahd outstanding PKS preferred stock (if any)
and (iii) the Class D Formula Value, based on tha&ryend audited financial statements. The Classr@#a Value is the basis for the
determination of the Class C Per Share Price atwstiares of Class D Stock must be repurchase®&8yuPon demand of the holder there
subject to certain exceptions. The Class C PereShace is determined by increasing the Class @blar Value by the portion of the face
amount of any outstanding debentures convertitite@ass C Stock and dividing the result by the sidirfi) the number of outstanding shares
of Class C Stock and (ii) the number of sharesrveskfor the conversion of such debentures inta€£@ Stock. This quotient is rounded to
the nearest $.05 and reduced by the amount ofiaidedds per share declared on Class C Stock $irecprior year end to arrive at the Class
C Per Share Price.

The PKS Holdings Formula Value will be an amountado the stockholders' equity of PKS Holdingsspduny redeemable stock of PKS
Holdings not reflected in stockholders' equity I&sshe book value of certain property, plant @sgiipment and (ii) the stockholders' equity
attributable to outstanding PKS Holdings prefesaatk (if any), based on the year-end audited firdistatements. The PKS Holdings
Formula Value will be the basis for the determimatdf the PKS Holdings Per Share Price, at whiareshof PKS Holdings Stock must be
repurchased by PKS upon demand of the holder theseloject to certain exceptions. The PKS HoldiRgs Share Price will be determined
by increasing the PKS Holdings Formula Value byghgion of the face amount of any outstanding délres convertible into PKS Holdin
Stock and dividing the result by the sum of (i) thenber of outstanding shares of PKS Holdings S&mek(ii) the number of shares reserved
for the conversion of such debentures into PKS Idgkl Stock. This quotient will be rounded to thamst $.05 and reduced by the amoul
any dividends per share declared on PKS HoldingskStince the prior year end to arrive at the PK&ligs 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 exgjeaof all the outstanding Class C Stock for the mmm stock of such subsidiary, on a pro
rata basis. The Initial Certificate Amendments wilminate from the PKS Certificate the requiremtinatt such subsidiary have
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a certificate of incorporation substantially simila the PKS Certificate. It is pursuant to thisyision of the PKS Certificate that the Share
Exchange will be effected by the PKS Board.

Holders of PKS Holdings Stock will not be subjexttandatory exchange provisions comparable to ttoosdich 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 Boardrapagl, 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 camgions, charities, and fiduciaries for
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 employddas Holdings and its subsidiaries and, with pR&tS Holdings Board approval, by
certain authorized transferees of such employeEs {iduciaries for the benefit of members of ienediate families of employees,
corporations wholly owned by employees or employeabtheir spouses and/or children, fiduciariegierbenefit 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 ggefor any joint venture in which PKS Holdings &mduch subsidiary owns at least a
20% equity interest), is deemed to be an emplogepurposes of PKS Holdings Stock ownership andittendant 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 exeautpurchase agreement which provides that alsdtader 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, tptoge® may not transfer the shares of Class C Steltkby such employee exceptin a
sale to PKS or a transfer to an authorized traasfétE., a charity, etc.). Upon the death, tertmamaor 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 (other than Pkiidithgs Stock, Non-Redeemable Series) will be neglio execute a repurchase
agreement which will provide that a stockholder roffer to sell all or part of the PKS Holdings Stamvned by such stockholder to PKS
Holdings at any time at the class price determimetbrmula and that PKS Holdings must accept amh saffer, with payment to be made
within 60 days after the receipt of notice of thieoand of the stock certificates offered by tlodder. Upon the tender of a part of such
holder's shares of PKS Holdings Stock, PKS Holdindjsbe entitled, at its option, to require thelder to sell PKS Holdings Stock held by
such holder back to PKS Holdings. Under the repagetagreement, the employee will not be entitladchtusfer the shares of PKS Holdings
Stock held by such employee except in a sale to R&Sings or a transfer to an authorized transfér&e, a charity, etc.). Upon the death,
termination or retirement of such employee, all Hk&dings Stock held by the employee and by sucpleyee's authorized transferees will
be required to be sold back to PKS Holdings.
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Each holder of PKS Holdings Stock will be requitedxecute a repurchase agreement with PKS Holdglirigsto receiving a stock certifice
for the PKS Holdings Stock received in the Sharehange.

LISTING

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

Class C Stock is currently registered as an egaityrity 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.

PKS Holdings Stock will be registered as an egségurity under the Exchange Act.
REDEMPTION

Upon a determination by the PKS Board that the amofiClass C Stock held by an employee and/ oethployee's authorized transferee is
excessive in view of PKS' policy that the levebofemployee's Class C Stock ownership should tefertain factors, including but not

limited to (i) the relative contribution of that @hyee to the economic performance of PKS, (ii)effert being put forth by such employee
and/or (iii) the level of responsibility of such ployee, PKS has the option to repurchase fromtiy@@yee or the employee's authorized
transferee an amount of stock that the PKS Boarits idiscretion, believes is appropriate. In thierd of such repurchase, such employee has
the right to convert such Class C Stock into Clasadtock as an alternative to repurchase.

Upon a determination by the PKS Holdings Board thatamount of PKS Holdings' Stock held by an eygéoand/or the employee's
authorized transferee is excessive in view of PK®RIiHgs' policy that the level of an employee's evahip of PKS Holdings Stock should
reflect certain factors, including but not limitex(i) the relative contribution of that employeethe economic performance of PKS Holdings,
(i) the effort being put forth by such employealéonr (iii) the level of responsibility of such enogke, PKS Holdings has the option to
repurchase from the employee or the employee'®dnéd transferee an amount of stock that the PKlgliHgs Board, in its discretion,
believes is appropriate. In the event of such r@mase, such employee will not have the right torearsuch PKS Holdings Stock into any
security of PKS Holdings or Diversified Holdings as alternative to repurchase.

PKS HOLDINGS STOCK, NON-REDEEMABLE SERIES

The PKS Holdings Certificate will designate 10 glsanf PKS Holdings Stock as PKS Holdings Stock,/Redeemable Series. Shares of
PKS Holdings Stock, Non-Redeemable Series will hawas identical to those of the other shares db Ptoldings Stock, with the following
exceptions: (i) holders of PKS Holdings Stock, Ne@deemable Series will have no right to cause PHKIfiRgs to repurchase their shares
and will not be required to offer such shares émurchase and (ii) shares of PKS Holdings Stock-Redeemable Series will not be subject
to any redemption by PKS Holdings. The DGCL progsitieat at any time a Delaware corporation redeé&srstack it must have outstanding
shares of at least one class or series of sto¢kfulitvoting powers which are not subject to reg¢ion. The designation of PKS Holdings
Stock, Non-Redeemable Series will ensure that PKI8ikgs will have a series of non-redeemable stadktanding at the time of potential
redemptions of its other capital stock.

PKS Holdings intends to issue the 10 shares of R&fings Stock, Non-Redeemable Series to an ofil€&KS Holdings immediately
following the Share Exchange. The purchase pricedoh shares will be at the then applicable PK&liHgs Per Share Price. In connection
with this purchase, such officer will agree with Koldings that, on each matter submitted to a wbgtockholders, he will vote such
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shares in proportion to the aggregate vote ofthktioshares of PKS Holdings stock voting on thetenaThe agreement with respect to the
voting of such shares will be binding on any pesstanwhom such shares are subsequently transferred.

CLASS B STOCK

Shares of Class B Stock have terms identical teglud shares of Class C Stock, with the followirgeptions: (i) except as required by law,
holders of Class B Stock have no voting rights; @ndhe PKS Board at any time may redeem alldbtstanding shares of Class B Stock at a
redemption price equal to the then applicable Qafer Share Price.

PKS Holdings will have no class of capital stockngarable to Class B Stock.
PREFERRED STOCK

The PKS Board is empowered, without approval ofstioeekholders, to cause shares of PKS preferrat 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 aparof 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 daiteed 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.

103



COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDING S STOCK
GENERAL

The Post-Transaction Certificate Amendments widlegnate Class D Stock as "Common Stock, par ¥aleper share", and Class D
Stock, Non-Redeemable Series as "Common Stock,Résieemable Series", of Diversified Holdings, modify repurchase rights to which
the holders of Class D Stock are entitled, deleteprovisions regarding Class C Stock, add cedmiiporate governance provisions and make
certain other changes described herein. Upon comstion of the Transaction, holders of Class D Steitkbecome holders of Diversified
Holdings Stock. As stockholders of Diversified Haolgs, such holders' rights will continue to be goesl by Delaware law and will be
governed by the Diversified Holdings Certificatedahe 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 November 10,
1997 there were no shares of Class B Stock, 1a,@8Kkhares of Class C Stock, 26,621,725 sharekae$ © Stock and no shares of PKS
preferred stock outstanding. On such date, sudtanding shares of Class C Stock were held of ddoprl,222 persons and such outstan
shares of Class D Stock were held of record byllstsons. After giving effect to the Initial Céidate Amendments, the PKS Certificate
will authorize 641,750,000 shares of capital stafkyhich 8,000,000 shares are Class B Stock, DP5000 shares are Class C Stock,
500,000,000 shares are Class D Stock (with 10adf shares being designated as Class D Stock, Nexmbed®nable Series), 8,500,000 shares
are Class R Stock and 250,000 shares are PKS qgefgiock. See "The Initial Certificate Amendméen®KS intends to issue 10 shares of
Class D Stock, Non-Redeemable Series promptlyvafig the filing of the Initial Certificate Amendmenand expects to issue not more than
8,500,000 shares of Class R Stock in the ClasoBkRistribution.

Holders of Diversified Holdings Stock will continte be stockholders of the same Delaware corparatenamed a name that will be sele
by the PKS Board, which will have an interest anlyhe Diversified Group. The Diversified HoldinGertificate will authorize 518,500,000
shares of capital stock of Diversified Holdingswdfich 500,000,000 shares are Diversified Holdi&gsck (with 10 of such shares being
designated as Diversified Holdings Stock, Non-Retg#e Series), 8,500,000 shares are Class R Shack®000,000 shares are Diversified
Holdings preferred stock. After the consummatiothef Transaction, PKS estimates that there witidtemore than 30,000,000 shares
(without taking into account the anticipated spfiClass D Stock) of Diversified Holdings Stock (@fiich 10 shares will be designated as
Diversified Holdings Stock, Non-Redeemable Serieg),more than 8,500,000 shares of Class R Statkarshares of Diversified Holdings
preferred stock outstanding.

Reference is made to the more detailed provisifresnal 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 CommissioreaRibits to the Registration
Statement of which this Proxy Statement/Joint ReoBys is a part, and the Diversified Holdings Giegte, a copy of which is attached as
Appendix E-II.

The following discussion relating to Diversified ldimgs 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
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per share were paid on Class D Stock in each o6 498 1997. Prior to the time the Transaction issaonmated or abandoned, PKS does not
intend to declare or pay any additional cash divitdeon Class D Stock.

Under Delaware law and the Diversified HoldingstEieate, after dividends have been declared ahdside 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 outvefified Holdings funds legally available therefts 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@fthe outstanding Class D Stock is required @nge the formula for determining the ClI

D Per Share Price or the Class D Formula Valuedétslof the 10 shares of Class D Stock, Non-Redelenseries also will be entitled to
vote with the holders of Class C Stock, as a sinlgiss, to elect two-thirds of the PKS Board. TK&R ertificate further provides that in the
event that the number of issued and outstandingslud Class C Stock is at any time less than timeber of issued and outstanding shares of
Class D Stock, the PKS Board may declare stockldids on Class C Stock without declaring a cormedipg stock dividend on Class D
Stock so that the number of outstanding sharedasfsCC Stock and Class D Stock will be approxinyagegual.

Holders of Diversified Holdings Stock will be eteidl to one vote per share on all matters submittedvote of the common stockholders of
Diversified Holdings, and, together with holders@&ss R Stock (who are entitled to vote for tleegbn of the Diversified Holdings Board
on an as converted basis), will elect the entineeBiified Holdings Board. The board of directorifersified Holdings will be classified.
Stockholders of Diversified Holdings will have right to cumulative voting. Amendment of the Divéiesd Holdings By-laws by the
Diversified Holdings stockholders will require tafirmative vote of the holders of two-thirds ottbutstanding Diversified Holdings Stock.
The affirmative vote of holders of 80% of Diversifi Holdings Stock will be required to amend therfolas for determining of the Diversifi
Holdings Per Share Price or Diversified HoldingsrRola Value. Provisions of the Diversified Holdingsrtificate which provide for
supermajority voting rights will require the sampsrmajority to be amended. Stockholders of DiiegiHoldings will not be 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 Cléstock 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 sime@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 ClaStbk. 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 interestiing 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 bederted in any fiscal year. Holders of
10 shares of Class D Stock, Non-Redeemable Seiiidsawe no such repurchase rights.
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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. Following the Share ExcbaR&S anticipates that it will adopt
certain technical changes to its balance sheedifitagion of liabilities and stockholders' equihat could affect the determination of the
Diversified Holdings Per Share Price paid to hadd&frDiversified Holdings Stock exercising suchhtigihe Diversified Holdings Certificate
will provide that if such technical changes in sifisation would result in such holders receiviegd than the amount such holders would
received if the Diversified Holdings Per Share @ffiar such stock had been determined using thebalsheet classification in effect
immediately prior to the Share Exchange, Diverditioldings will pay such per share difference tohsholder in addition to the Diversified
Holdings Per Share Price paid thereto. Except asrieed below, Diversified Holdings will be requdréo accept such offers and purchase
Diversified Holdings Stock for cash. Diversified ldimgs' duty to repurchase Diversified Holdingsctavill end if Diversified Holdings
Stock becomes publicly traded. The Diversified htogd Board will have the right to suspend DiveesifiHoldings' duties to repurchase
Diversified Holdings Stock upon the Diversified idiigs Board's determination that the stock fornvallae for Diversified Holdings Stock
be determined at the end of the current fiscal isebkely to be less than the formula value deteed at the end of the prior year less
dividends declared on Diversified Holdings Stoakcsi the prior fiscal year end. The suspension geriay not exceed one year. No volun
tenders of Diversified Holdings Stock will be actagpduring the suspension period. The Diversifieidihgs Board will have the right to
decide to conserve Diversified Holdings' cash ygderarily halting Diversified Holdings' duty to reqgghase Diversified Holdings Stock for
cash. In such event, payment will be in the fornmtdrest- bearing promissory notes instead of .c8gbh promissory notes will have such
term to maturity, up to ten years, as the Divegslififoldings Board may determine. Holders may wilkdtenders of shares that would be |
for with notes. The Diversified Holdings Board whlave the right to invoke this cash repurchasedition only after more than 10% of the
outstanding shares of Diversified Holdings Stockenbeen tendered in any fiscal year. Holders ofithehares of Diversified Holdings Sto
Non-Redeemable Series will have no such repurchakésrig

LIQUIDATION RIGHTS

Upon the liquidation, dissolution or winding upXKS, after the creditors of PKS and the holde®k$ preferred stock (if any) receive the
full preferential amounts to which they are entiflthe PKS Board will establish two accounts. The fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to lbalké-of the unconsolidated stockholders' equitPPKiS
itself. The "C Liquidation Account" will be the ua# of the remaining assets. These values will berekened at the time of liquidation.
Holders of Class D Stock will receive an amountaéda $2.00 per share out of the D Liquidation Aagb(and the C Liquidation Account,
after the payment of $1.00 to holders of Class @lIstif the D Liquidation Account does not contairfficient funds to make such payment).
Any assets remaining thereafter in the D Liquidati@count will be distributed to the holders of 4D Stock.

Upon the liquidation, dissolution or winding upDiversified 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, bdlentitled to receive any assets available faridution to holders of Diversified Holdings
Stock. Holders of Class R Stock will share sucle@swith holders of Diversified Holdings Stock anas converted basis provided that each
share of Class R Stock will receive no less thariramum specified amount of assets.

CONVERSION RIGHTS

A holder of Class D Stock who is offered Class @c&tin connection with PKS' annual offering of dt@c employees may, in lieu of
purchasing such shares of Class C Stock, convaréstof Class D Stock
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into the number of shares of Class C Stock (upéaumber of shares of Class C Stock offered)itbats the same ratio to the number of
shares surrendered for conversion as the Class BHzee Price on the date PKS receives noticeeotdmversion bears to the Class C Per
Share Price. No conversions of Class D Stock inés<CC Stock are allowed after Class D Stock hasrbhe publicly traded or if PKS' duty
repurchase Class D Stock is at the time suspedgatpvided in the PKS Certificate. Holders of iBeshares of Class D Stock, Non-
Redeemable Series will have no such conversionstigh

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 tethekholders' equity of the entities comprising Biversified Group plus one-half of the
stockholders' equity of PKS itself on an unconsaifid basis and without considering PKS' investrimeahy subsidiaries. The Class D
Formula Value is the basis for the determinatiothefamount paid as dividends on Class D Stockuamdss and until Class D Stock is
publicly traded, the Class D Per Share Price atlwbhares of Class D Stock must be repurchase&B8yupon the demand of the holders
thereof. The Class D Per Share Price is deternbigédcreasing the Class D Formula Value by theiporf the face amount of any
outstanding debentures convertible into Class RKémd dividing the result by the sum of

(i) the number of outstanding shares of Class 2ISémd (ii) the number of shares reserved for tireversion of such debentures. This
quotient is rounded to the nearest $.05 and redogélde amount of any dividends per share declare@lass D Stock 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 Diversifiedltings less the stockholders' equity
attributable to outstanding Diversified Holdingefarred stock (if any). The Diversified HoldingsrFuula Value is the basis for the
determination of the Diversified Holdings Per Sharie, the price at which, unless and until Diifead 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 incrggtbia Diversified Holdings Formula Value by thedammount of any outstanding
debentures convertible into Diversified Holdinge&&t and dividing the result by the sum of (i) thanber of outstanding shares of Diversi
Holdings Stock and (ii) the number of shares resgfer the conversion of such debentures. Thisigubis rounded to the nearest $.05 and
reduced by the amount of any dividends per shatkal on the Diversified Holdings Stock since phier year end to arrive at the
Diversified Holdings Per Share Price. See "--Repase Rights." Neither the Diversified Holdings FalaValue nor the Diversified
Holdings Per Share Price will be used to deterrttieeamounts available for dividends on Diversifi¢mldings Stock. See "--Dividend
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€la Per Share Price to the Class C Per Share Phiedwo 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.df®lof the 10 shares of Class D Stock, Non-Redelensaies will not be subject to such
mandatory exchange.

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

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

LISTING

Class D Stock is not listed for trading on any ktegkchange or market, and Diversified Holdings doasexpect to list Diversified Holdings
Stock for trading on a stock exchange or mark#ia€Effective Time. Diversified Holdings expectsatliit will not seek such a listing until it
raises capital through a public equity offeringlesires to have a listed equity security availédn@cquisitions. Any determination to raise
public equity capital will depend on a number daftéas including, without limitation, Diversified Hiings' capital needs, the availability and
attractiveness of alternative sources of capital,erformance of Diversified Holdings and condisidn the public equity markets.
Accordingly, no assurance can be given, that DiffedsHoldings 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.

CLASS D STOCK, NON-REDEEMABLE SERIES; DIVERSIFIED H OLDINGS STOCK, NON-REDEEMABLE SERIES

The Initial Certificate Amendments include a prasisdesignating 10 shares of Class D Stock as C&8tock, Non-Redeemable Series.
Pursuant to the PKS Certificate, as amended binitial 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 steires; (ii) shares of Class D Stock, Non-Redé&nfaeries will not be convertible into
Class C Stock; (iii) shares of Class D Stock, Natdé&emable Series will not be subject to mandateeiiange into Class C Stock by PKS;
(iv) Class D Stock, Non-Redeemable Series willbmsubject to any redemption; and

(v) holders of Class D Stock, Non-Redeemable Seviktbe entitled to vote with the holders of Cla8sStock, as a single class, to elect two-
thirds of the PKS Board. See "The Initial Certife®Amendments--Class D Stock, Non-Redeemable Skeries

The Diversified Holdings Certificate will redesigeahe Class D Stock, Non-Redeemable Series asdified Holdings Stock, Non-
Redeemable Series. Shares of Diversified Holdirigeks Non-Redeemable Series will have terms idaht@those of other shares of
Diversified Holdings Stock except that holders afddsified Holdings Stock, Non-Redeemable Seridshaive no rights to cause Diversified
Holdings to repurchase their shares and will ncgudgect to any redemption.

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 anddWwens, preferences, rights and limitations of esates 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 gemhs of conversion or exchange, if any;
the terms of redemption, if any; the amount payabthe event of any voluntary liquidation, dissatn 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 numideshares of each series and the powers, preferemnglets 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 affaiof
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Diversified Holdings; the terms of a sinking or pliase fund, if any. PKS Holdings preferred stocl imave any voting rights or be
convertible into shares of stock having voting tigh

It is anticipated that Diversified Holdings will aptt the Diversified Holdings Rights Plan. Priorrite, the Diversified Holdings Board will
establish the Rights Plan Preferred Stock, witthsights and privileges as described in "The Ge#ie 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 datetbe The following is a discussion of the matkrgams of the Class R Stock.

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 Oiedrsioldings preferred stock. Holders of share€lafss R Stock have no preemptive
rights.

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, and upon the occurrence of sudbeatid each eight-tenths of one share of
Class R Stock will attach to the share of ClasgdCISwith respect to which it was distributed. Eatlare of Class R Stock (or fraction
thereof) will be convertible into Diversified Holuis Stock as described below. At the Effective Tithe eight-tenths of one share of Class R
Stock will attach to the share of PKS Holdings &tatich will be exchanged for such share of Classt@k, except as described in "The
Transaction--Conversion of Class C Stock PriohtoTransaction” above. Certificates representiageshof Class R Stock (or fractions
thereof) will not be distributed until after the&h Exchange is consummated. Diversified Holdindjsnet be required to issue any fractiol
shares of Diversified Holdings Stock upon the casiom of Class R Stock, and instead will pay casleu of any such fractional shares.
Diversified Holdings may issue fractional share€tfss R Stock.

A share of Class R Stock (or fraction thereof) wékach from the share of Class C Stock or PKS iHg&dStock to which it is attached only
upon the occurrence of (i) the Conversion Conditidth respect to such share of Class R Stock éatitvn thereof), or (ii) a Permitted
Transfer of such share of Class R Stock (or fradii@reof). If any holder, who, prior to the Shasehange, had sold or transferred to PKS
shares of Class C Stock to which the Class R Stackattached purchases or acquires Class C Stdtk®MHoldings Stock at any time prior
to the first anniversary of the Share Exchangegradl portion of the shares of Class R Stock hglduzh holder may attach to such Class C
Stock or PKS Holdings Stock and become subjeatstrictions 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 Diversifieldldings 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 payable on any Diversified Holdings prefd stock have been declared and set aside orvetsified Holdings preferred stock
having a preference over the Diversified Holdingsc® and Class R Stock with respect to the payrmagstich dividends, holders of Class R
Stock will only be entitled to receive dividendsit @f any assets or funds legally available theréfoan amount per share of Class R Stoc
described below.

If and when a Regular Dividend is declared, holdérSlass R Stock will be entitled to receive desidis in an amount per share of Class R
Stock which is equal to (i) the Conversion Ratiertlin effect multiplied by (ii) the aggregate pkease amount of such Regular Dividend
declared on a share of Diversified Holdings Stdtknd when an Extraordinary Dividend is declafealders of Class R Stock will be entitl
to receive dividends in an amount per share ofSRStock which is equal to (a) the Conversiondrien in effect multiplied by (b) one-
fourth of (x) the aggregate per share amount afah portions of such Extraordinary Dividend flgsthe aggregate per share amount of all
non-cash portions of such Extraordinary Dividenas@ad upon the fair market value of such sash portion of such dividend at the time s
dividend is declared or paid as determined in dgad@t by the Diversified Holdings Board), in eacise as declared on a share of the
Diversified Holdings Stock.

An "Extraordinary Dividend" means any dividend partion thereof, on the Diversified Holdings Stdgkpaid in property other than (a) ca
(b) shares of Diversified Holdings Stock or in ddivision of the outstanding shares of Diversifitéoldings Stock (by reclassification or
otherwise), or (c) pursuant to any rights agreermenbnnection with a stockholder rights plan apeaby the Diversified Holdings Board;
(i) paid in cash, to the extent that such dividetogether with all cash dividends paid on the Bsifeed Holdings Stock during the twelve
month period ending on date of payment of suchdeéivd exceeds, on a per share basis, 10% of thingrBdce of the Diversified Holdings
Stock as of the record date of such dividend; piedj however, that in no event shall such exceggdader than the amount of such divide

A "Regular Dividend" means any dividend on the D$ified Holdings Stock paid in cash that is notEatraordinary Dividend.

No dividends may be declared on Class R Stock dhizer Regular Dividends and Extraordinary Divideimdthe amounts described abo
and such dividends shall be declared and paid ogpueaneously with the declaration and payment efrétated 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 willlmeentitled to receive any property, assets orduidPKS.

In the event of a Liquidation following the ShanecBange, holders of Class R Stock then outstandilidpe entitled to be paid ratably out of
the assets and funds of Diversified Holdings lggallailable for distribution to its stockholderfiea and subject to the payment in full of all
amounts required to be distributed to the holdéeny Diversified Holdings preferred stock upon Wwidation, an amount equal to (a) the
Liguidation Ratio multiplied by (b) the aggregataaunt of all assets and funds remaining availaddelistribution to holders of Diversified
Holdings Stock and Class R Stock.

"Liquidation Ratio" means, as of any date, (i) pineduct of the number of shares of Class R Stotstanding as of such date and the
Conversion Ratio (or if the Conversion Ratio isl#san .25, .25), divided by (ii) sum of the numbgshares of Class D Stock outstanding as
of such date and the product determined in cladisdéve.
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VOTING RIGHTS
Prior to the Share Exchange, except as requirddvipyholders of Class R Stock will not be entitted/ote on any matter.

After the Share Exchange, each issued and outsgstiare of Class R Stock (and fraction theredf)hei entitled to vote only (i) for the
election of directors, and (ii) as required by |&wn matters on which the holders of Class R Stoclréction thereof) are entitled to vote,
each issued and outstanding share of Class R 8fttide entitled to the number of votes equal te @onversion Ratio (or fraction of the
Conversion Ratio), such number to be determineaf ttee record date for determination of stockhadamtitled to vote on such matter. Ex«
as provided by law, holders of Class R Stock wallestogether with the holders of Diversified HolgsnStock as a single class on all matters
on which holders of Class R Stock are entitledatevUnder the DGCL, holders of outstanding shafé&3lass R Stock will be entitled to vc
as a class upon any proposed amendment to thesifigdrHoldings Certificate that would (i) increasedecrease the aggregate number of
authorized shares of Class R Stock, (ii) increasteorease the par value of Class R Stock ora(ii€r or change the powers, preferences or
special rights of Class R Stock so as to affech uiodders adversely.

OPTIONAL CONVERSION

Subject to certain exceptions, each share of GaSwock (or fraction thereof) may be convertedhatoption of the holder thereof (an
"Optional Conversion"), into the number of fullyigand nonassessable shares of Diversified Holdiigek, which are not Class D Stock,
Non-Redeemable Series, equal to the Conversion Raioih effect. A particular share of Class R Stmkfraction thereof) may be
converted into Diversified Holdings Stock only digia Conversion Period, and only if the Conver&ondition has occurred with respect to
such share of Class R Stock (or fraction thereof).

Conversion of shares of Class R Stock, or a sgecgortion thereof, may be effected by deliveriadificates evidencing such shares,
together with proper written notice of conversian aif required by Diversified Holdings, certifiest surrendered for conversion must 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 €& 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 converted after December 31, 188w business day during the @&y period each year (the "Private Conversion E&r
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. A Priv&tenversion Period will also occur and each sha@lass R Stock (or fraction thereof)
may be converted during such Private Conversioio@é&ra Change of Control (as defined in the Giedie Amendments) of Diversified
Holdings occurs when Diversified Holdings Stockat publicly traded. If Diversified Holdings Stockpublicly traded, each share of Clas
Stock (or fraction thereof) for which the Conversi©ondition has been met may be exercised on asindss day during each period from
first business day of each calendar month throumghiracluding the fifth business day thereafter (fReblic Conversion Period") following a
period of 90 days after the date on which DiveesifiHoldings Stock first becomes publicly tradedjsct to extension to up to 180 days if
Diversified Holdings is so requested by the undaewof Diversified Holdings Stock in connectiontivian initial underwritten public offerir
thereof. For purposes of the terms of the ClassoRkSfollowing the Post-Transaction Certificate &mdments, Diversified Holdings Stock
will be deemed to be "publicly traded" if it istésl on a national securities exchange or is listethe Nasdaq National Market or Nasdaq
SmallCap Market, and has been so listed for at [Eabusiness days.
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CONVERSION CONDITION

No share of Class R Stock (or fraction thereof) leyonverted if the Conversion Condition with exsgo such share of Class R Stock
fraction thereof) has not yet been met, exceptho@ed Conversion described below. The ConverSimmdition with respect to a particular
share of Class R Stock (or fraction thereof) wdldeemed to have been met upon the occurrence efttiest of: (i) the repurchase or
redemption by PKS Holdings of the share of PKS khgjs Stock to which it is attached; (ii) the exchamf the share of PKS Holdings Stock
to which it is attached into another class of stockecurities of PKS Holdings intended to be igdguémarily to persons leaving employment
of PKS Holdings; (iii) April 15, 2006; and (iv) theccurrence of a Change of Control of Diversifiealdings.

CONVERSION RATIO

The Conversion Ratio, Conversion Value and Tradfirge 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 initial Conversion Ratio Certificate, the ConvensRatio will be equal to $25.00 divided
by $82.00, subject to certain adjustments.

The "Conversion Ratio" set forth in any Converdratio Certificate shall be equal to (i) the Coni@rsv/alue divided by (ii) the Trading
Price. The Conversion Value set forth in any Cosiger Ratio Certificate shall be equal to

(i) in the event that the Trading Price is gre#tt@an or equal to the $82.00 (subject to certainstdjents, the "Base Price"), $25.00; and (ii) in
the event that the Trading Price is less than @meBPrice, an amount equal to $25.00 minus the rinbguvhich the Base Price exceeds the
Trading Price, subject to certain adjustments; joled, however, that in no event shall the Conver§alue be less than $15.00. The Base
Price and the base Conversion Value were selestad@sult of analyses performed by Gleacher NatiWeonnection with its August 14
opinion, which analyses determined the fully ditlpstential trading value of Class D Stock if itredisted on an exchange and the differe
between such value and the estimated Class D Peic€hare at June 30, 1997. See "The Transactipimie@ of Financial Advisor."

The terms used to calculate the Conversion Ratiala Conversion Value are subject to adjustmedéupertain circumstances. See "--
Certain Adjustments.”

CONVERSION RATIO IF NOT PUBLICLY TRADED. If at thend of any fiscal year of Diversified Holdings, begng with the end of the
fiscal year ending in 1999, the Diversified Holdsngtock is not publicly traded, Diversified Holdgéig required, no later than 60 days
following the end of such fiscal year, to provittegach office designated for conversion of Clasd®tk, a certificate setting forth the
Conversion Ratio, Conversion Value and TradingdPais of the close of business of the last busi@g®f such fiscal year (a "Private
Conversion Ratio Certificate"). The "Trading Prigeht forth in a Private Conversion Ratio Certificatill be the Appraised Value (as defined
below) set forth in the most recent Appraisal (@Smed below) delivered to Diversified Holdings.

Prior to the delivery of each Private Conversiotid&R@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 figezr to which such Private Conversion
Ratio Certificate relates by an investment bankaifonal reputation selected by the Diversifiedditads 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 onitip discounts or illiquidity discounts) that waluhot generally apply to such companies.
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As promptly as practicable after such Private Cosiea Ratio Certificate is made available, DivaesifHoldings will cause to be mailed to
each registered holder of Class R Stock a copydi ®rivate Conversion Ratio Certificate.

CONVERSION RATIO IF PUBLICLY TRADED. During any pid in which the Diversified Holdings Stock is Pigh} Traded, Diversified
Holdings is required, on the last business dayachecalendar month, to be provided, to each offesignated for conversion of Class R
Stock, a certificate setting forth the Conversiati® Conversion Value and Trading Price as ofdbse of business of the last business day
of such month (a "Public Conversion Ratio Certifts

The "Trading Price" set forth in a Public Convenrsi®atio Certificate will be the arithmetic meartloé¢ daily Mean Reported Prices (as
defined) of Diversified Holdings Stock for the 18diness days prior to and including the date ofi $ugblic Conversion Ratio Certificate.
"Mean Reported Price" of Diversified Holdings Staskhe arithmetic mean between the highest rep@aées price and the lowest reported
sales price for Diversified Holdings Stock, as mgd on the Composite Quotation System, on theciréh national securities exchange on
which it is listed or admitted to trading, or apoeed by the Nasdag National Market or Nasdaq EraplMarket, as appropriate.
Adjustments will be made in such calculation ifridg any period being used to calculate such Tiaéirice, any of the terms used in such
calculation are required to be adjusted pursuatiteé®iversified Holdings Certificate. See "--CamtAdjustments.”

CERTAIN ADJUSTMENTS

The Base Price and certain other terms used talesdcthe Conversion Ratio are subject to adjustmpaon (i) 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,

(i) the issuance of securities convertible intv®sified Holdings Stock to all holders of Diversd Holdings Stock, if such convertible
securities would allow the holders thereof to subscfor or purchase shares of Diversified Holdiggsck at a price below the Trading Price
in effect as of the record date of such dividend are not issued pursuant to a stockholder riglats, p

(iii) the payment by Diversified Holdings of a ReguDividend or an Extraordinary Dividend, and (tlag 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 stsekurities, cash or other property issuable orlglay@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.

Diversified Holdings is required to give holdersG@ifiss R Stock notice of occurrence of certain eyéncluding the events causing
adjustment to the Base Price described above &tthage of Control of Diversified Holdings.

FORCED CONVERSION

Diversified Holdings may, at its option at any tineéect to cause all, but not less than all, shaf€dass R Stock (and fractions thereof) to be
converted (a "Forced Conversion") into Diversiftédidings Stock at the Conversion Ratio then inafter, if Diversified Holdings Stock is
not then publicly traded, as set forth in a Priv@tmversion Ratio Certificate prepared at that Jimpeovided, however, that if the
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Conversion Ratio then in effect was calculated gisirConversion Value of less than $25.00, such @wmn Ratio shall be recalculated us
a Conversion Value of $25.00. If Diversified Holgmelects to cause a Forced Conversion, Diverdifigddings is required to send to the
holders of the Class R Stock at least 10 days prittten notice of the date when such conversidhtake place, and the Conversion Ratio
therefor.

MANDATORY CONVERSION

Each share of Class R Stock (and fraction themat§tanding as of April 15, 2010 (the "Mandatoryn@ersion Date") will, automatically, a
without further action by or on behalf of Diversifi Holdings, Diversified Holdings' transfer agentte holder of such share of Class R S
(or fraction thereof), be converted (a "Mandatonn@ersion") into shares of Diversified Holdings &tat the Conversion Ratio then in effect
as of such Mandatory Conversion Date. Diversifieddihgs is required to send to the holders of tles€R Stock written notice of the
Conversion Ratio therefor at least 10 days pri@uch Mandatory Conversion 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) wdlfleely transferable. If any holder, who priottite Share Exchange had sold or transferrt
PKS shares of Class C Stock to which Class R Stackattached, purchases or acquires Class C Stdtk® Holdings Stock prior to one
year after the Share Exchange, all or a portioth@shares of Class R Stock held by such holderattagh to such Class C Stock or F
Holdings Stock, and the Conversion Condition aredRlestricted Period Termination Date may be deemetb have occurred with respec
such shares of Class R Stock.

MANDATORY REDEMPTION

If the Share Exchange (i) is abandoned by the Bified Holdings Board prior to the Share Excharadji) has not occurred by the close of
business on October 15, 1998 (subject to extersidche PKS Board) (the "Mandatory Redemption Datéiyersified Holdings will redeem
(to the extent funds are legally available thergfalt outstanding Class R Stock for a per shaieeprqual to the par value for such shares of
Class R Stock (or fractions thereof) (such amaosihiereinafter referred to as the "Redemption Pric&ich Redemption Price shall be paid to
each holder of Class R Stock as of the MandatodeRwption Date. If Diversified Holdings is unablesath date to redeem all shares of C

R Stock because funds are not legally availableetbe then Diversified Holdings will redeem sudtases as soon thereafter as funds are
legally available for the redemption 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 100,000 1. 1% 1.3%
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 2,979,099 33. 0 39.6

* | 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 theetaibher than Mr. Scott is converted into Class &c&during the 1997 Conversion Period and
(il) any outstanding Debentures and PKS Series T388s C Convertible Debentures held by any of gerhons are converted into shares of
Class C Stock prior to the record date for the AfarDistribution. Mr. Scott has indicated to PK&tthe intends to elect to convert 150,000
shares of Class C Stock during the 1997 ConveR@iod, which is the next conversion in a seriesamiversions which had previously been
agreed to as part of a plan to reduce, over tinte Sdott's ownership of Class C Stock.

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

118



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. 3,509,609 12. 5% 12.0%
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........ 6,833,609 24, 3 23.4
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 theetaither than Mr. Scott is converted into Class @Eduring the 1997 Conversion Period.
Scott has indicated to PKS that he intends to éteconvert 150,000 shares of Class C Stock duhiad997 Conversion Period, which is the
next conversion in a series of conversions whidhgraviously been agreed to as part of a plandoae, over time, Mr. Scott's ownership of
Class C Stock.

(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 owryeal tharitable foundation, of which Mr. Scott slsaveting and investment powers.

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

(5) Includes 1,200 shares of Class D Stock ownelllibylaros' 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 &irshue, Denver, Colorado 80206. Table includes&®& shares held in trust and a family
limited partnership over which Mr. Sturm has sad¢ing and investment powers.
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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 convergfsuch Class R Stock will be passed upon by \iilkarr & Gallagher. As to certain
matters of Delaware law, Willkie Farr & Gallagheillwely upon an opinion of Morris, Nichols, ArsBt Tunnell. Certain matters relating to
U.S. federal income tax considerations will be pdaspon by Skadden, Arps, Slate, Meagher & FlonR Bhd certain matters relating to
Canadian federal income tax considerations wilbégsed upon by Blake, Cassels & Graydon.

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 included in and ilncated by reference herein and the financial statésnand financial statement schec

of the Construction Group, a business group of BK8efined in Note 1 to those financial statementfided in Exhibit 99.A to PKS'
Annual Report on Form 10-K for the fiscal year eshddecember 28, 1996 and included herein, have ineenporated and included herein in

reliance on the reports of Coopers & Lybrand L.Lifdependent accountants, given on the authofitiyad firm as experts in accounting and
auditing.
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REPORT OF INDEPENDENT ACCOUNTANTS

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

We have audited the consolidated financial statésnemd the financial statement schedule of PetewKiSons', Inc. and Subsidiaries as i
in the index on the preceding page of this FornK1These financial statements and the financiaéstant schedule are the responsibility of
the Company's management. Our responsibility &xtiress an opinion on these financial statementdiaancial statement schedule base
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 referedlbove present fairly, in all material respedts, ¢onsolidated financial position of Peter
Kiewit Sons', Inc. and Subsidiaries as of Decen28er1996 and December 30, 1995, and the consdlidesrilts of their operations and their
cash flows for each of the three years in the peginded December 28, 1996 in conformity with gelheecepted accounting principles. In
addition, in our opinion, the financial statemecttedule referred to above, when considered inioelab the basic financial statements taken
as a whole, presents fairly, in all material respethe information required to be included therein

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997, except for Note 20, as
to which the date is March 26, 1997.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS
FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995 1994
(DOLLARS IN MILLI ONS, EXCEPT
PER SHARE DATA)
REVENUE....cciiiieiiceee e e $ 2904 $ 28 67 $ 2,700
COSt Of REVENUE....ccoiiiiiiiiiiiieeees e (2,412) (2,4 26) (2,310)
492 4 41 390

General and Administrative EXPENSES........cccceee. e (260) (2 77)  (221)
Operating EarningsS.......coovvvvvviiiieienes 232 1 64 169
Other Income (Expense):

Equity Earnings, net...........coccoveeennnen. 12 8 3

Investment Income, net... 72 67 35

Interest Expense, Net.......ccccceeeeevvvinnnns (37) ( 25) (38)

Gain on Subsidiary's Stock Transactions, net..... L -- 3 54

Other, Net..iiiiiiiiiieieeees e 26 1 59 17

73 2 12 71

EQUity LOSS IN MFS....iiiiiiiiiiiiiiieeeieneeeee e -- (1 31) (102)
Earnings Before Income Taxes and Minority Interest. e 305 2 45 138
Income Tax (Provision) Benefit........ccccoceeeeee e (84) 11 (29)
Minority Interest in Net (Income) Loss of Subsidiar ([ SR -- ( 12) 1
NEt EArNiNGS..ccccoiiiiiieiiie e e $ 2218 2 44 ¢ 110
Net Earnings Attributable to Class B&C Stock....... e $ 108 $ 1 048 77
Net Earnings Attributable to Class D StocK......... s $ 113 % 1 40 % 33
Net Earnings Per Common and Common Equivalent Share :

Class B&C StOCK....ccovvviiiiiiiiiencnee e $ 1013 $ 7. 78 $ 4.92

Class D StOCK.....ccovvieiiieiiieieeeeeee e $ 485 % 6. 45 $ 1.63

See accompanying notes to consolidated financsisients.



PETER KIEWIT SONS', INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 28, 1996 AND DECEMBER 30, 1995

1 996 1995
(DOLLARS IN
MIL LIONS, EXCEPT PER

SHARE DATA)

ASSETS
Current Assets:
Cash and cash eqUIVAIENTS........cccccceevvccees s $ 320 $ 457

Marketable securities . 426 502
Restricted securities..........ccocvvevnveenns 25 30
Receivables, less allowance of $20 and $12....... 357 390
Costs and earnings in excess of billings on uncom 80 78
Investment in construction joint ventures........ 91 73
Deferred income taxes..........ccccevvvveennnes 59 66
Other. ..o, 46 47
Total CUIMMEBNE ASSEIS..uuuiiviiiiiciiiciieeeeees i ————————— 1,404 1,643
Property, Plant and Equipment, at cost:
Land......cccoovvieiiiiieieee 32 33
Buildings and leasehold improvements............. 196 189
EQUIpPMeNt.......coooiviiiiiieeiieeeie e 1,353 1,246
1,581 1,468
Less accumulated depreciation and amortization... L (774)  (710)
Net Property, Plant and Equipment.................. 807 758
INVESIMENES......ovviieiiiiiieecce s 897 549
Intangible Assets, net... 368 387
Other ASSetS.......coovvveviieeiiiieeiieene 72 114

LIABILITIES AND STOCK
Current Liabilities:

Accounts payable............cccoverieeiennns 235 $ 240
Short-term borrowings - 45
Current portion of long-term debt:

Telecommunications 55 36
Other....ccooeevviiiiiiees 2 6
Accrued costs and billings in excess of revenue o 124 121
Accrued insurance CoStS..........ccccoecvveeenns 81 79
Other. .o 134 127
Total Current LiabilitieS....ccccvveccieeee e 631 654

Long-Term Debt, less current portion:
Telecommunications...........cccceeeviveennins 207 264
Other. oo 125 106
Deferred Income Taxes........coccveeecvveeernnnnn. 163 236
Retirement Benefits............ . 48 54
Accrued Reclamation COStS...........cccovvvveenns 99 100
Other Liabilities................ 238 216
Minority Interest........cccocveviveveeninennns 218 214
Stockholders' Equity:
Preferred stock, no par value, authorized 250,000 shares: no shares outstanding in 1996 and
1995, - -
Common stock, $.0625 par value, $1.7 billion aggr egate redemption value:
Class B, authorized 8,000,000 shares:
263,468 outstanding in 1996 and in 1995...... L - -
Class C, authorized 125,000,000 shares:
10,743,173 outstanding in 1996 and 10,616,901 outstanding in 1995..........ccccovvvennins 1 1
Class D, authorized 50,000,000 shares:

23,180,243 outstanding in 1996 and 23,024,974 outstanding in 1995..........ccccovvvernins 1 1
Additional paid-in capital..............cc.cc... 235 210
Foreign currency adjustment... ) (6)
Net unrealized holding gain. 23 17
Retained earnings..........cccccevvvveenineenns 1,566 1,384

Total Stockholders' EQUItY.....ccccveevceeeccees e 1,819 1,607

$ 3,548 $ 3,451

See accompanying notes to consolidated financ#tsients.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995 1994
(DOL LARS IN MILLIONS)
Cash flows from continuing operations:
NEt €AIMINGS...iivviiiiii v e $ 221 $ 244 $ 110
Adjustments to reconcile net earnings to net cash provided by continuing operations:
Depreciation, depletion and amortization....... s 193 152 217
(Gain) loss on sale of property, plant and equi pment, and other investments............ (20 ) (40) 5
Gain on subsidiary's stock transactions, net... s - 3) (54)
Equity (earnings) loss, net..........cccce.. (12 ) 116 (20)
Noncash interest expense..............c........ - - 40
Minority interest in subsidiaries.............. . e - 12 (50)
Retirement benefits paid . 6 ) 2) (6)
Deferred income taxes........ccccevvvveeennes (68 ) (147) (40)
Change in working capital items:
Receivables..........cccceeviiieiiiineennns 28 2 (53)
Other current assets..........ccveevveenne (11 ) 19 (67)
Payables............... 1 ) - 42
Other liabilities 43 80 19
Other...coovviiiiieeie s 3 ) - 8
Net cash provided by continuing operations......... s 364 433 161
Cash flows from investing activities:
Proceeds from sales and maturities of marketable SECUNMLIeS.....coeeiiiiiiiiiieiiee 538 465 1,743
Purchases of marketable securities............... (468 ) (482) (1,551)
Decrease (increase) in restricted cash........... 6 19 (39)
Acquisitions, excluding cash acquired............ (301 ) (229) (254)
Proceeds from sale of cellular properties........ - - 182

Proceeds from sale of property, plant and equipme nt, and other investments............... 32 29 20
) (197) (548)
) (Bl (34)

Capital expenditures...........ccccvveeveeeens
Investments in affiliates.............cc........
Acquisition of minority interest...

Net cash used in investing activities..............

Cash flows from financing activities:
Long-term debt borrowings...........cc.ccccue...
Payments on long-term debt, including current por
Net change in short-term borrowings..............
Issuances of common stock............
Issuances of subsidiaries' stock
Repurchases of common stock.
Dividends paid...........cccoeevviieeiiinenns

Net cash (used in) provided by financing activities e (77
Proceeds from sales of discontinued packaging opera HONS .t -
Cash and cash equivalents of MFS at beginning of ye
Effect of exchange rates on cash..................

Net change in cash and cash equivalents........... . s (137
Cash and cash equivalents at beginning of year..... 457

Cash and cash equivalents at end of year...........

Supplemental disclosure of cash flow information:

Taxes..... 133 $ 201 $ 115
Interest 40 35 41
Noncash investing and financing activities:

Conversion of CalEnergy convertible debentures to €ommMOonN StoCK........cceevvveernnenn. $ 66 $ -$ -
Dividend of investment in MFS...........cceeee. e - 399 -
Issuance of C-TEC redeemable preferred stock for ACUISILION......vvveeiiieiiiieee s - 39 -
Disposition of gold operations in exchange for Ki nross common stock, net................ - 21 -
Issuance of MFS stock for acquiSitions........... . e - - 71
MFS stock transactions to settle contingent purch ase price adjustment.................... -- - 25

See accompanying notes to consolidated financ#tsients.



CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS'
FOR THE THREE YEARS ENDED DECEMBER 28, 1996

C

Balance at December 26, 1993.................

Issuances of stock..............
Repurchases of stock.........
Foreign currency adjustment..
Net unrealized holding (loss)..
Net earnings.........ccccceeevnveennns
Dividends:(a)

Class B&C ($.90 per common share)........

Balance at December 31, 1994
Issuances of stock..................
Repurchases of stock.............
Foreign currency adjustment..
Net unrealized holding gain
Net earnings
Dividends:(b)

Class B&C ($1.05 per common share).......

Class D ($.50 per common s
MFS Dividend............cc.cee....

Balance at December 30, 1995

Issuances of stock..................
Repurchases of stock
Foreign currency adjustment..
Net unrealized holding gain....
Net earnings.........cccceeeeivveeenns
Dividends: (c)

hare)..........

Class B&C ($1.30 per common share).......

Class D ($.50 per common s

Balance at December 28, 199

hare)..........

[ $

RET
EAR

Balance at December 26, 1993
Issuances of stock.................
Repurchases of stock.........
Foreign currency adjustment..
Net unrealized holding (loss)..
Net earnings.........cccccveeenveennns
Dividends:(a)

Class B&C ($.90 per commol

n share)........

Balance at December 31, 1994
Issuances of stock..................
Repurchases of stock.............
Foreign currency adjustment..
Net unrealized holding gain
Net earnings.........ccccceeeerveennns
Dividends:(b)

Class B&C ($1.05 per comm
Class D ($.50 per common s
MFS Dividend............ccoeenee.

on share).......
hare)..........

Balance at December 30, 1995
Issuances of stock..............
Repurchases of stock.........
Foreign currency adjustment..
Net unrealized holding gain
Net earnings.........cccccveeeiveennns
Dividends: (c)

Class B&C ($1.30 per comm

on share).......

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

CLASS CLASS
B&C D ADDITIONAL

OMMON COMMON PAID-IN
STOCK STOCK CAPITAL

(DOLLARS IN MILLIONS)

1 3 1 $ 164 3
- - 21 -
- - (3) -

AINED
NINGS TOTAL

1,499 $ 1,671

- 21
(28) (31)
- 4)
A7)
110 110
(14) (14)
1,567 1,736
- 29
6 ©
- 1
- 25
244 244
(12) (12)
(11) (11)

1,384 1,607

- 27
(14  (16)

- (Y]

- 6
221 221
(13)  (13)

NET
N  UNREALIZED
Y HOLDING

NT  GAIN (LOSS)

?3) $ 9
@ -
a7)
@ ®
1 -
25
©) 17
® -
6
@ s 23



Class D ($.50 per common share).......... 12) 12)

Balance at December 28, 1996............... $ 1,566 $ 1,819

(@) Includes $.45 per share for dividends on CB&S Stock declared in 1994 but paid in January 1995

(b) Includes $.60 and $.50 per share for divideami€lass B&C and Class D Stock, respectively, dedlin 1995 but paid in January 1996.
(c) Includes $.70 and $.50 per share for dividesmd€lass B&C and Class D Stock, respectively, dedlan 1996 but paid in January 1997.
See accompanying notes to consolidated financsistents.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of Peter Kiewit Sons', Inc. and subsidsiiewhich it has control ("PKS" or "the
Company"), which are engaged in enterprises prignegiated to construction, coal mining, energy ration and distribution, and
telecommunications. The Company consolidates C-Tafporation ("C-TEC") because it controls more tBa#o of its voting rights. Fifty-
percent-owned mining joint ventures are consolidlate a pro rata basis. Investments in other congganiwhich the Company exercises
significant influence over operating and finangalicies, including energy investments and consimagoint ventures, are accounted for by
the equity method. The Company accounts for itsesbfithe operations of the construction joint wees on a pro rata basis in the
consolidated statements of earnings. All signifidatercompany accounts and transactions have éleéamated.

The results of operations of MFS Communications Gamy, Inc. ("MFS"), (which later merged into Worldi@ Inc.) have been classified ¢
single line item on the statements of earnings. MF®nsolidated in the 1994 statement of cashdl(®ee Note 6).

The Company invests in the portfolios of the KieMiitual Fund, ("KMF"), a registered investment canp. KMF is not consolidated in the
Company's financial statements.

DESCRIPTION OF BUSINESS GROUPS

Holders of Class B&C Stock ("Construction & Mini@youp”) and Class D Stock ("Diversified Group") ateckholders of PKS. The
Construction & Mining Group ("KCG") contains the @pany's traditional construction and materials afiens performed by Kiewit
Construction Group Inc. The Diversified Group ("KD@ontains coal mining properties owned by Kie@dal Properties Inc., energy
investments, including 30% interests in CalEnergyn@any Inc. ("CalEnergy") and CE Electric UK pI€E Electric"), investments in
international energy projects, telecommunicatiomspanies owned by C-TEC, as well as other assetpoCate assets and liabilities which
are not separately identified with the ongoing agiens of the Construction & Mining Group or thevBiisified Group are allocated equally
between the groups.

CONSTRUCTION CONTRACTS

KCG operates generally within North America as aggal contractor and engages in various types mdtcaction projects for both public and
private owners. Credit risk is minimal with pub{government) owners since KCG ascertains that flnagle been appropriated by the
governmental project owner prior to commencing wamkpublic projects. Most public contracts are sabjo termination at the election of
the government. In the event of termination, KC@ntled to receive the contract price on completerk and reimbursement of terminat
related costs. Credit risk with private owners isimized because of statutory mechanics liens, ivgige KCG high priority in the event of
lien foreclosures following financial difficultiesf private owners.

The construction industry is highly competitive dadks firms with dominant market power. A subsi@rortion of KCG's business involves
construction contracts obtained through compettideling. The volume and profitability of KCG's atruction work depends to a significi
extent upon the general state of the economiehiohait operates and the volume of work availabledntractors. KCG's
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) construction operations could be adversdfgcted by labor
stoppages or shortages, adverse weather condisibogages of supplies, or other governmental mctio

KCG recognizes revenue on long-term constructiortrasts and joint ventures on the percentage-ofptetion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recmhbn uncompleted contracts when they
become known. Claims for additional revenue areggized in the period when allowed. It is at leasisonably possible that engineering
estimates of the work performed on individual caats will be revised in the near term.

Assets and liabilities arising from constructionivtes, 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 entrassets and liabilities.

COAL SALES CONTRACTS

KDG's coal is sold primarily under long-term cowtsawith electric utilities, which burn coal in @dto generate steam to produce electricity.
A substantial portion of KDG's coal sales were mawger longterm contracts during 1996, 1995 and 1994. The irmeaof KDG's sales a
made on the spot market where prices are subdtamtiaer than those in the long-term contracts.ths long-term contracts expire, a higher
proportion of KDG's sales will occur on the spotrked.

The coal industry is highly competitive. KDG comgehot only with other domestic and foreign coaldiers, some of whom are larger and
have greater capital resources than KDG, but aldoalternative methods of generating electricitg alternative energy sources. Many of
KDG's competitors are served by two railroads aloe, to the competition, often benefit from lowemtsportation costs than KDG which is
served by a single railroad. Additionally, many guatitors have lower stripping ratios than KDG, oftesulting in lower comparative costs
production.

KDG is also required to comply with various fedesthte and local laws concerning protection ofehheironment. KDG believes its
compliance with environmental protection and laestaration laws will not affect its competitive fi@n since its competitors are similarly
affected by such laws.

KDG and its mining ventures have entered into wesiagreements with its customers which stipulaligety and payment terms for the sale
of coal. Prior to 1993, one of the primary custosragferred receipt of certain commitments by pwsitttaundivided fractional interests in
coal reserves of KDG and the mining ventures. Utiderarrangements, revenue was recognized whemaasheceived. The agreements
this customer were renegotiated in 1992. In accuréavith the renegotiated agreements, there wesales of interests in coal reserves
subsequent to January 1, 1993. KDG has the oldig&ti deliver the coal reserves to the customérarfuture if the customer exercises its
option. If the option is exercised, KDG presentitends to deliver coal from unaffiliated minesttie opinion of management, KDG has
sufficient coal reserves to cover the above saeswgitments.

KDG's coal sales contracts are with several eleatiiity and industrial companies. In the everdttthese customers do not fulfill contractual
responsibilities, KDG would pursue the availablgdleremedies.

TELECOMMUNICATIONS REVENUE

C-TEC's most significant operating groups aredgtal telephone service and cable system operatibi&C's telephone network access
revenues are derived from net access chargesatel and settlement
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) arrangements for traffic that originatestemminates within
C-TEC's local telephone company. Revenues fronphelee services and basic and premium cable progrragrsarvices are recorded in the
month the service is provided.

The telecommunications industry is subject to lpstite and federal regulation. Consequently, liléyaof the telephone and cable groups to
generate increased volume and profits is largefeddent upon regulatory approval to expand custtrases, increase prices and limit
expenses.

Competition for the cable group's services tradiity has come from broadcast television, videdalsrand direct broadcast satellite received
on home dishes. Future competition is expected tedephone companies.

Concentration of credit risk with respect to acasueceivable are limited due to the dispersiooustomer base among geographic areas anc
remedies provided by terms of contracts and sttute

ENERGY GENERATION AND DISTRIBUTION

KDG engages in the development, generation, digtah and supply of electricity to customers thrioogt the world. The international pov
markets are characterized by numerous strong grabtacompetitors, many of which have more extenaivd more diversified
developmental or operating experience and gremt@ndial resources than KDG.

The successful development, construction and aperaf international power projects is contingepbn, among other things, negotiation on
terms satisfactory to KDG of financing, engineeriagnstruction, fuel supply and power sales cotdraith other project participants, receipt
of governmental permits and consents and timelyempntation of construction. The future growth @® is dependent, in large part, upon
the demand for additional electrical generatingacity and its ability to obtain contracts to suppbyrtions of this capacity. There can be no
assurance that developmental efforts on any péatiguoject will be successful.

The financing and development of international @ct§ entail significant political and financialkssagainst which KDG may not be able to
insure. The uncertainty of the legal environmentértain foreign countries could make it more difft for KDG to enforce its rights under
agreements relating to the projects. KDG's intéonat projects may, in certain cases, be terminbtethe applicable foreign government.

DEPRECIATION AND AMORTIZATION

Property, plant and equipment are recorded at Baegireciation and amortization for the majorityttoeéd Company's property, plant and
equipment are computed on accelerated and striightaethods. Depletion of mineral properties isvidled primarily on an units-of-
extraction basis determined in relation to estimaéserves.

In accordance with industry practice, certain thtape plant owned by C-TEC valued at $238 milliodepreciated based on the estimated
remaining lives of the various classes of deprdeipboperty and straight-line composite rates. Wieperty is retired, the original cost, plus
cost of removal, less salvage, is charged to aclatadidepreciation.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) INTANGIBLE ASSETS

Intangible assets primarily include amounts alledaipon purchase of existing operations, franclasessubscriber lists. These assets are
amortized on a straight-line basis over the expkptriod of benefit, which does not exceed 40 years

The Company adopted statement of financial accogrdiandards No. 121 ("SFAS 121"), "Accountingtfe Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed i@f1996. The Company reviews the carrying amadiimtangible assets for impairment
whenever events or changes in circumstances irdibat the carrying amount may not be recoverdidasurement of any impairment wo
include a comparison of estimated future operatagh flows anticipated to be generated duringehgaining life of the asset to the net
carrying value of the asset. No impairment losse&lbeen recognized by the Company pursuant to SPAS

PENSION PLANS

KDG maintains defined benefit plans primarily fagkaging employees who retired prior to the digpmwsiof the packaging operations.
Benefits paid under the plans are based on yeamsroice for hourly employees and years of seraiwrates of pay for salaried employees.

Through December 31, 1996, substantially all of &= employees are included in a trusteed nonbantniy defined benefit plan. Upon
retirement, employees are provided a monthly pensased on length of service and compensation.

The plans are funded in accordance with the remgrgs of the Employee Retirement Income Securityohd974.
RESERVES FOR RECLAMATION

KDG follows the policy of providing an accrual ferclamation of mined properties, based on the astichcost of restoration of such
properties, in compliance with laws governing striming. It is at least reasonably possible thatdktimated cost of restoration will be
revised in the near-term.

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 translasienrecorded as adjustments to stockholders'yequit

SUBSIDIARY STOCK SALES AND ISSUANCES
The Company recognizes gains and losses from tb@sd issuance of stock by its subsidiaries.
EARNINGS PER SHARE

Primary earnings per share of common stock have bemputed using the weighted average number oéslwutstanding during each year
after giving effect to Class D stock options coesétl to be dilutive common stock equivalents. Fdilyted earnings per share have not been
presented because it is not
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) materially different from primary earninger share. The
number of shares used in computing earnings pee strere as follows:

1996 1995 1994
Class B&C........cccvviruniicicinisnenenn, . 10,655,886 13,384,434 15,697,724
Class D......vervcinicieis e . 23,263,688 21,718,792 20,438,806
INCOME TAXES

Deferred income taxes are provided for the tempadidferences between the financial reporting basid tax basis of the Company's assets
and liabilities using enacted tax rates in effectthe year in which the differences are expeategverse.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgesets and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

RECLASSIFICATIONS

Where appropriate, items within the consolidatedificial statements and notes thereto have beassdetd from previous years to conform
to current year presentation.

FISCAL YEAR

The Company's fiscal year ends on the last SaturdBgcember. There were 52 weeks in fiscal ye@86knd 1995 and 53 weeks in the
fiscal year 1994.

C-TEC has a calendar fiscal year.

F-11



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(2) SUMMARIZED FINANCIAL INFORMATION

A summary of the results of operations and findrmiaition for the Construction & Mining Group atlte Diversified Group follows. These
summaries were derived from the audited financaksnents of the respective groups which are irecluglsewhere herein or incorporated by
reference hereto.

All significant intercompany accounts and trangatdi except those directly between the Constru&idtining Group and the Diversified
Group, have been eliminated. Included within theults of operations are mine management fees pydidebDiversified Group to the
Construction and Mining Group of $24 million, after, in 1996 and $19 million, after-tax, in 199%al994.

1996 19 95 1994
(DOLLARS IN MI LLIONS, EXCEPT
PER SHA RE DATA)
CONSTRUCTION & MINING GROUP:
Results of Operations:
REVENUE....ciiiiiieieeeeeeeieeeeee e $ 2,286 $ 2,330 $ 2,175
Net €arNiNGS....cccoeeiiiiiieeiiieeeeeeeee e 108 104 77
Earnings per Shar€.......ccocvcceevvccecccces e 10.13 7.78 4.92
Financial Position:
Working capital......ccccevviiiniciies e $ 374 % 248 $ 333
Total @SSetS...cvviiieiiiiiiie e e 1,036 977 963
Long-term debt, less current portion.............. 12 9 9
Stockholders' @QUItY....uvvvvvveveeeeeeceeeeeeee e ———— 562 467 505
DIVERSIFIED GROUP:
Results of Operations:
REVENUE. ...t e $ 652 % 580 $ 537
Net €arNINGS....cccoieiiiiiieciiieeeeeeeee e 113 140 33
Earnings per Shar€.......ccccoovvcvcvvecccees e 4.85 6.45 1.63
Financial Position:
Working capital......ccoceiviiiniciiies e $ 399 % 741 $ 969
Total @SSEtS...cvviieiiciiieiiiieeeneee e 2,523 2,488 3,549
Long-term debt, less current portion.............. 320 361 899
Stockholders' @QUILY.....cccovvviieeieie s 1,257 1,140 1,231



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(3) INDUSTRY AND GEOGRAPHIC DATA

The Company operates primarily in four reportalglgnsents: construction, coal mining, energy genamaaind distribution, and
telecommunications. Other primarily includes KD@®&frmation services business, California PrivateriBportation Company L.P.,
("CPTC"), the owner-operator of the SR91 toll reaa&outhern California, corporate expenses nobatible to a specific segment, and
marketable securities. MFS is included in the 189dcommunications identifiable assets, capitakexitures and depreciation and
amortization balances.

Equity earnings is included due to the significagtity investments in the energy generation antlilligion businesses.

A summary of the Company's operations by industiy geographic region is as follows:

KCG KDG
CONSTRUC-  COAL TELECOM- ELIMINA-
TION MINING ENERGY MUNICATION S OTHER TIONS

(DOLLARS IN MILLIONS)
INDUSTRY DATA

1996
REVENUE......ccviiiiiiiiici e $ 2286 $ 234 $ -- $ 367 $ 51 % (34
Operating Earnings.. 105 94 ) 31 (35) 39
Equity Earnings, net. 8 - 14 @ ) 9 -
Identifiable Assets.... 1,036 387 649 1,100 387 (11)
Capital Expenditures 72 2 - 87 28 -
Depreciation, Depletion & Amortization............. 61 12 - 106 14 -
1995
Revenue............... $ 233 $ 216 $ -- $ 325 $ 39 $ (43)
Operating Earnings..........ccccocveeveeeneennnne 87 77 2) 37 (68) 33
Equity Earnings, net. 3 -- 10 3 ) 2 -
Identifiable Assets.... 977 368 356 1,143 621 14)
Capital Expenditures............ccccceevveennnen. 79 4 - 72 42 -
Depreciation, Depletion & Amortization............. 56 7 - 81 8 -
1994
REVENUE........ccooviiiiiiiiice e $ 2175 $ 225 $ -- $ 291 $ 21 % (12
Operating Earnings.. 59 76 - 27 (22) 29
Equity Earnings, net. 2 -- 5 -- 4 -
Identifiable Assets.... 963 407 219 2,575 348 (8)
Capital Expenditures............cccccveevveennnen. 76 3 - 426 56 (23)
Depreciation, Depletion & Amortization............. 52 11 - 149 5 -
CONSOLI-

DATED
INDUSTRY DATA
1996
Revenue.........coceicviiiiiiicice $ 2,904
Operating Earnings.. 232
Equity Earnings, net. 12
Identifiable Assets.... 3,548
Capital Expenditures 189
Depreciation, Depletion & Amortizatio 193
1995
REVENUE. ......oveeieeeeee e $ 2,867
Operating Earnings.. 164
Equity Earnings, net. 8
Identifiable Assets.... 3,451
Capital Expenditures 197
Depreciation, Depletion & Amortization............. 152
1994
REVENUE.......eveeieeeceeeeee e $ 2,700
Operating Earnings.. 169
Equity Earnings, net. 3
Identifiable Assets.... 4,504
Capital Expenditures 548

Depreciation, Depletion & Amortization............. 217
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(3) INDUSTRY AND GEOGRAPHIC DATA (CONTINUED)

KCG KDG
CONSTRUC-  COAL TELECOM- ELIMINA-
TION MINING ENERGY MUNICATION S OTHER TIONS

(DOLLARS IN MILLIONS)
GEOGRAPHIC DATA

1996
Revenue:
$ 2000 $ 234 % $ 367 $ 51 % (4
175 - - -
111 - (30)
$ 2286 $ 234 % $ 367 $ 51 % (34)
Operating Earnings:
United States.........cccoevviviiciiinnnns $ 84 $ 94 $ (3 $ 31 $ (350 % 39
7 -- - -- -- -
14 1 -
$ 105 $ 94 $ (2 $ 31 $ (35 % 39
$ 924 $ 387 $ 323 $ 1,100 $ 387 $ (11)
90 - - - - -
2 - 326 -- - .
$ 1,036 $ 387 $ 649 $ 1,100 $ 387 $ (11)
1995
Revenue:
$ 2,007 $ 216 $ $ 325 $ 393% (9
237 - - -
86 - (39)
$ 233 $ 216 $ $ 325 $ 39 % (43
Operating Earnings:
United States.........coovvverieiiiieeneennn, $ 70 $ 77 % -- $ 37 $ (68) $ 33
7 -- - -- -- -
10 2) -
$ 87 $ 77 $ (2 $ 37 $ (68) $ 33
$ 867 $ 368 $ 260 $ 1,143 $ 621 $ (14)
90 - - - - -
20 - 96 - - .
$ 977 $ 368 $ 356 $ 1,143 $ 621 $ (14
CONSOLI-
DATED

GEOGRAPHIC DATA
1996

Revenue:

Operating Earnings:
United States.........cccocvvivinciiinnnn $ 210




Identifiable Assets:

United States.... $ 3,110
Canada.... 90
348
$ 3,548
1995
Revenue:
United States...........ccooeu.... $ 2,579
Canada.... 237
51
$ 2,867
Operating Earnings:
United States.... $ 149
Canada.... 7
8
$ 164
Identifiable Assets:
United States.... $ 3,245
Canada.... 90
116
$ 3,451

F-14



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(3) INDUSTRY AND GEOGRAPHIC DATA (CONTINUED)

KCG KDG
CONSTRUC- COAL TELECOM- ELIMINA-
TION MINING ENERGY MUNICATION S OTHER TIONS
(DOLLARS IN MILLIONS)
1994
Revenue:
$ 1915 $ 225 $ $ 291 $ 21 % (8
214 - - -
46 - @
$ 2175 $ 225 % $ 291 $ 21 % (12
Operating Earnings:
United States.........ccovvverveiiiieenennnn, $ 45 $ 76 % -- $ 27 $ (220 29
Canada........ccoeoieiiiiienie e 14 - - - - -
$ 59 $ 76 $ -- $ 27 $ (220 % 29

Identifiable Assets:

CONSOLI-
DATED

1994

Revenue:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(4) INVESTMENTS

PETER KIEWIT SONS', INC.

Investments consist of the following at Decemberi@®6 and December 30, 1995:

199 6 1995
( DOLLARS IN
MILLIONS)
KDG
CalEnergy Company INC..........cccceeeueeannnn. 292 ¢ 218
CE Electric UK, plc (Note 5)........cccvvveeeeees 176 -
International energy projects.................... 149 96
Equity securities (Note 8)...........ccceeeenne 75 59
C-TEC investments:
Megacable S.A. de C.V....ccccccvvvveveeeennnnn. 74 77
Other......coooviiiiiiiieee e 12 10
Other......cooiiiiiieie s 28 10
KCG
ME HOIAING INCovvvviiiiiiiiiieiieieiieeee e 33 29
Equity securities of Kinross Gold Corporation (No 1€ 8) i 28 30
OtheI e e 30 20
$ 897 $ 549

In 1996, KDG exercised 1.5 million CalEnergy opsat a price of $9 per share and 3.3 million Catgyneptions at a price of $12 per share.
In addition, KDG converted its $66 million of 9.5@onvertible Subordinated Debentures into 3.6 milkbares of CalEnergy common stock.
At December 28, 1996, KDG owns 19.2 million share80% of CalEnergy's outstanding common stocktesda cumulative investment in
CalEnergy common stock of $292 million, $25 millimnexcess of KDG's proportionate share of CalEyisrgquity. The excess investment is
being amortized over 20 years. Equity earningsphgbodwill amortization, were $20 million, $10llidn and $5 million in 1996, 1995 and
1994. KDG also recognized investment income froE@argy debt securities of $4 million, $6 millionch$5 million in 1996, 1995 and

1994. CalEnergy common stock is traded on the Nevk Btock Exchange. On December 28, 1996, the rmadtee of KDG's investment in
CalEnergy common stock was $644 million.

KDG has 1 million options to purchase additionalEPeergy stock at a price of $11.625 per share whigbire in 2001.

The following is summarized financial informatioh@alEnergy Company, Inc.:

OPERATIONS (DOLLARS IN MILLIONS) 1996 1995 1994
REVENUE.......coeeiiieieeieeeee e 576 $ 399 $ 186
Net income available to common stockholders........ 92 62 32
KDG's Share:
Net INCOME......cuvvveiieiiiiiiieeeees 22 13 7
Goodwill Amortization............ccccvvveeennns 2) 3) 2
Equity in netincome of CalENErgY............. e $ 20 $ 109% 5
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(4) INVESTMENTS (CONTINUED)

FINANCIAL POSITION (DOLLARS IN MILLIONS) 199 6 1995
CUITENE @SSBIS..vviii i ecciiee e s $ 945 $ 418
Other @SSEIS..ciiiiiiiiiiiiieeee e e 4 ,768 2,236
TOtAl ASSELS..uuviviiiiiiiiieee e e ——— 5 713 2,654
Current IabilitieS...ccovvveeeeie e e 1 232 162
Other liabilities.........cccoveeviciereeiinen. 3 301 1,948
Minority interest.......cccccceeeeveveiiiicinnnnns 299 -
Total labilitieS.....cccooiieiiies e ——— 4 ,832 2,110
NEL @SSELS..ccviiiiii i eceeeeeeee s $ 881 $ 544
KDG's Share:
Equity in net assets........cccccceveeeeveeenne. 267 $ 116
Goodwill........ccvvvveeeenenn. 25 37
Convertible debentures.................cceeue. - 65
INnvestMeNnt in CaAlENEIQY.....ccocevvveeciceee s $ 292 $ 218

In 1993, KDG and CalEnergy formed a venture to tigvpower projects outside of the United Statesc&il993, construction has begun on
the Mahanagdong, Casecnan and Dieng power projgasMahanagdong project is a 165 MW geothermalgpdacility located on the
Philippine island of Leyte. The Casecnan projeet t®mbined irrigation and 150 MW hydroelectric powgeneration facility located on the
island of Luzon in the Philippines. Dieng Unit lass5 MW geothermal facility on the Indonesiannslaf Java. Up to three additional
facilities at Dieng are in development. The ventals® has conducted significant additional develepindrilling at the Patuha and Bali site
Indonesia, and continues to pursue power projgaoipnities around the world. In 1996, KDG and CGedEyy agreed to extend the power
project venture agreement for another five yeaf3GKs currently constructing the Mahanagdong arehBifacilities.

Generally, costs associated with the developmaran€ing and construction of the international gggrrojects have been capitalized by each
of the projects and will be amortized over the éfeeach project.
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PETER KIEWIT SONS', INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(4) INVESTMENTS (CONTINUED) The following is summniaed financial information for the Internationalezgy projects:

FINANCIAL POSITION (DOLLARS IN MILLIONS)

1996

CUITeNt ASSELS......eieeieaieiieenieaeenieenees
Other ASSetS......cooveviiiinieeiieeieeien,

Total ASSEetS.......eevveeiiiiiiee e

Current Liabilities..........ccccoocvviiiiens
Other Liabilities...........cccovvvviiieninnens

Total Liabilities (with recourse only to the proj
Net ASSets........coevviiriiiiiniicins
KDG's Share:

Equity in Net ASSetS.........ccoevvveineniens
Loan to Project.......c.cccoevevviivcninincnns

1995

CUITEeNt ASSELS...c.eeieeeieieieeiieaeeeeeenees
Other ASSetS......cooveviiienieeiieieeenn

Total ASSEetS.......eevveeiieiiiee e

Current Liabilities...........cccoeieneennen.
Other Liabilities..........cccoevveiiieeieens

Total Liabilities (with recourse only to the proj
Net ASSELS.......coveieiriieiirieieieeeiene

KDG's Share:
Equity in Net ASSets.........ccoevvveineinens

MAHANAGDONG CASECNAN

............ 239 51
............. 240 492
............ 15 9
............ 153 372
ects).. ;1.68 _____ 381

............ $ $ 493 %
............ 148 8
............ 148 501
............ 15 7
............ 79 371
ects)....... 94 378

G OTHER TOTAL

118 36 444

133 46 om
24 11 59
35 - 560
59 __;I.lnmmélg

41 $ 17 $ 149

18 3 177
21 _“4 ___"__6:)_74
6 1 29
450
6 1 a7

15 $ 3 $ 195

In late 1995, the Casecnan joint venture closeahfiing for the construction of the project with denssued by the project company. The
difference between the interest expense on theatebthe interest earned on the unused funds torjpsyment of construction costs resulted
in a loss to the venture of $12 million in 1996. &B share of this loss was $6 million. No incoméogses were incurred by the international

projects in 1994 or 1995.

The Casecnan project is being constructed on &3oith several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC"), (together "Contractor") both of which éeuth Korean corporations. Hanbo Corporation aB€8& are under common ownership
control. The contractors' obligations under thestauttion contract are guaranteed by Hanbo IrontéelSCompany, Ltd. ("Hanbo Steel"), a
large South Korean steel company. In additioncthrdractor's obligations are secured by an unciamdik, irrevocable standby letter of credit
issued by Korea First Bank ("KFB") in the approxtmamount of $118 million. Hanbo Corporation, HE&@ Hanbo Steel have each filed

to seek
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(4) INVESTMENTS (CONTINUED) bankruptcy protection Korea and KFB's credit rating has been downgréeeduse of the substantial
loans it has made to Hanbo Steel.

Casecnan has recently received confirmation fror@8Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassurance that it will remain able to perfoutiyfits obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of credit

Casecnan is presently reviewing its rights, obiiget and potential remedies in respect to the ted@relopments regarding the Contractor
and KFB and is presently unable to speculate #setaltimate effect of such developments on theeGaasn project.

If Contractor were to materially fail to perforns ibbligations under the contract and if KFB weréaibto honor its obligations under the
Casecnan letter of credit, such actions could laaveterial adverse effect on the Casecnan prajestever, based on information available,
KDG does not currently believe its investment ip&ined.

Investments also include C-TEC's 40% interest igabable S.A. de C.V., Mexico's second largest caldeision operator, and KCG's
investment in the electrical contractor, ME Holding., both accounted for using the equity method.

(5) ACQUISITIONS

In 1996, CE Electric made an unsolicited $1.3 dilloffer to acquire Northern Electric plc ("Northgy, a regional electricity distribution and
supply company in the United Kingdom. CE Elects@ivned 70% by CalEnergy and 30% by KDG. As of Ddwer 24, CE Electric had
acquired a majority of Northern's shares. At Decen##8, 1996 KDG had invested $176 million in CEdfle. The remaining funds
necessary for CE Electric to complete the acquisitvill be provided under a term loan and revolvingdit facility.

CE Electric has accounted for the transaction msrehase and recorded goodwill of $397 million eseinting the purchase price in excess of
the fair market value of the assets acquired. Tdualgill is being amortized over a 40 year period.

The following is summarized financial informatioh@E Electric as of December 31, 1996:

FINANCIAL POSITION (DOLLARS IN MILLIONS) 1996
CUITENE @SSBIS..cuviiiiiiiiieecccieeeeeeieee s .. $ 583
Other @SSELS..cciiiiciiieeeeeeeeeeeeeeeee e 1,772
TOtAl @SSEIS. vt iieee e ————————————— 2,355
CUrrent IabilitieS....ccccveieeieiieiicees e 785
Other IabilitieS...uuvveieiiiiiieceeeeccecceceeees e 718
Preferr@d StOCK......vvvvviiiiiiciccceee e 153
MINOFIEY INTEIEST. e iccceee e 112
Total lAabIltIES.....cccooeieieiccces e —————— 1,768
NEL @SSELS..ccviiiiii e eceeeeieeeee e .. $ 587
KDG'S €qUILY IN NEL ASSELS...ccvvivieeeeiiiiiiieees e .. $ 176
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(5) ACQUISITIONS (CONTINUED) In March 1996, Kiewitelecom Holding Inc. ("KTH"), a subsidiary of Kietbiversified Group Inc.,
entered into an asset purchase agreement, aloh@thi¢r ancillary agreements, with Liberty Cabler(®any, Inc., to purchase an 80%
interest in Freedom New York, L.L.C. ("Freedom") 27 million. Freedom provides subscription tedéan services using microwave
frequencies in New York City and selected aredsdef Jersey. In conjunction with its decision tosglaiscussions concerning the sale of its
cable television unit and favorable regulatory dbods due to the Telecommunications Act of 1996TEXC purchased Freedom from KTH
August 1996 essentially at KTH's cost. The purchpagee was allocated on the basis of the fair valugroperty, plant and equipment and
identifiable intangible assets acquired and litibsi assumed. C-TEC is also liable for up to $1lioniof additional purchase price if
Freedom attains specified subscriber levels. Tinirngent consideration is not included in the orédipurchase price or the fair value
adjustments and is accrued as it is earned.

CE Electric and Freedom's combined 1995 and 1986atipg results prior to the acquisitions weresighificant relative to the Company's
KDG's results after giving effect to certain prorfa adjustments related to the acquisitions, piilynercreased amortization and interest
expense.

(6) MFS SPIN-OFF

In September 1995, the PKS Board of Directors api@ plan to make a tax-free distribution of it§ire ownership interest in MFS, to the
Class D stockholders (the "Spin-off") effective ®aptember 30, 1995.

PKS completed an exchange offer prior to the Sfiinvbereby 4,000,000 shares of Class B Stock amd<€C Stock ("Class B&C") were
exchanged for 1,666,384 shares of Class D Stodkrams similar to those under which Class B&C Stoak be converted into Class D Stock
during the annual conversion period provided fathim Company's Certificate of Incorporation.

The conversion ratio used in the exchange was leadcliusing final 1994 stock prices adjusted f@5L8ividends.

After the exchange offer discussed above, shares distributed on the basis of approximately 1.3dares of MFS Common Stock and
approximately .651 shares of MFS Preferred Stoclkeéah share of outstanding Class D Stock.

The net investment in MFS distributed on Septen30er1 995 was approximately $399 million.

Operating results of MFS through September 30, Eogbfor fiscal 1994 are summarized as follows:

1995 1994
(s} OLLARS IN
M ILLIONS)
REVENUE ...t e $ 412 $ 287
LOSS frOM OPErationS.......ccoevvvvvviiiiicccicceee e ( 176) (136)
NELIOSS. i ieeeeeeeeee s ( 196) (151)
KDG's share of 10SS IN MFS......ccoiiiiiiinnicices e ( 131) (102)

Included in the income tax benefit on the constéidastatement of earnings for the year ended DeeeBth 1995, is $93 million of tax
benefits from the reversal of certain deferredli@hilities, recognized on gains from previous M&t8ck transactions, that were not taxed due
to the Spin-off.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(7) GAIN ON SUBSIDIARY'S STOCK TRANSACTIONS, NET

In 1994, KDG settled a contingent purchase prigasdichent resulting from MFS' 1990 purchase of Cipickiber Optic Corporation ("CFO'
The former shareholders of CFO accepted MFS stomkiquisly held by KDG, valued at current marketps, as payment of the obligation.

The above transaction, along with the stock issesuby MFS for acquisitions and employee stock ogtioeduced KDG's ownership in MFS
to 67% and 66% at the end of 1994 and at SepteBther995. As a result, KDG recognized gains of Bi#ion and $3 million in 1994 and
1995 representing the increase in its proportioshtee of MFS' equity. Deferred income taxes hah lestablished on these gains prior tc
Spin-off.

(8) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS
The following methods and assumptions were usektermine 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 mordh&ess. The securities are stated at cost, wdpgnoximates fair value.

MARKETABLE SECURITIES, RESTRICTED SECURITIES AND NO N-CURRENT INVESTMENTS

The Company has classified all marketable secsyitestricted securities and marketable non-cuineeistments not accounted for under the
equity method as available-fsele. Restricted securities primarily include irtw@nts in various portfolios of the Kiewit Mutualiid that ar
restricted by agreement to fund equity contribugibminternational energy projects and certainamaeltion liabilities of its coal mining
ventures. The amortized cost of the securities irsedmputing unrealized and realized gains anseess determined by specific
identification. Fair values are estimated basedquwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamaigonent of stockholders' equity, net of tax.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(8) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) The following summarizes the amized
cost, unrealized holding gains and losses, anthastd fair values of marketable securities, resticecurities and marketable non-current
investments at December 28, 1996 and December936, 1

UNREALIZED U NREALIZED
AMORTIZED HOLDING HOLDING FAIR
COST GAINS LOSSES VALUE
(DOLLARS IN MIL LIONS)
1996
Kiewit Mutual Fund:
Short-term government........cccovvevvveeeeee e $ 122 % -- $ - $ 122
Intermediate term bond.......cccccovvevveeeee. L 75 2 - 77
TaX @XeMPLo e 135 2 -- 137
EQUILY. .o 5 2 - 7
U.S. debt securities......cccoovevvvvvevces L 13 - - 13
Corporate debt securities (held by C-TEC).......... ... 47 - - a7
Collateralized mortgage obligations................. ... - 1 - 1
Other SECUMtIES....cccvveeiiieeviiieccieeeee e 20 2 - 22
$ 417 $ 9 $ $ 426
Restricted Securities:
Kiewit Mutual Fund:
Short-term government..........ccccccvevveens $ 8 $ -- $ $ 8
Intermediate term bond..............ccceens 8 - - 8
EQUItY....ovveeiieeiie e 7 2 - 9
$ 23 % 2 $ $ 25
Non-current Investments:
Equity SECUNtIeS...cccvvevvecieccicccieeees e $ 79 $ 26 $ (2 $ 103



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(8) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED)

UNREALIZED U NREALIZED
AMORTIZED  HOLDING HOLDING FAIR
COST GAINS LOSSES VALUE
(DOLLARS IN MIL LIONS)
1995
Kiewit Mutual Fund:
Short-term government.............occeeeveereeene $ 106 $ 2 $ $ 108
Intermediate term bond............c.cceveene. 82 5 - 87
Tax eXemMpPt.....cccoeveeriiiiiieiiee e 138 4 -- 142
EqUItY...coooiiieeiiieeens 4 1 - 5
U.S. debt securities.........c.cccoveeevreinennnn. 15 - - 15
Federal agency securities (held by C-TEC).......... 8 - - 8
Municipal debt securities...............ccceeenne. 1 - - 1
Corporate debt securities (held by C-TEC).......... 113 - - 113
Collateralized mortgage obligations................ - 2 - 2
Other securities..........ccoeeveeeeieennnnn. 21 - - 21
$ 488 $ 14 $ $ 502
Restricted Securities:
Kiewit Mutual Fund:
Short-term government...........cccccvevveens $ 15 $ -- $ -- $ 15
Intermediate term bond...............ccoceee. 7 - - 7
EQUItY...oveeiiiieeiiieeeiieee 6 1 - 7
Municipal debt securities.............c..cc.c.... 1 - - 1
$ 29 % 1 $ $ 30
Non-current Investments:
EQUIity SECUMIES...ccveievieireciecieieeee e, $ 76 $ 13 $ - $ 89

Other securities primarily include bonds issuedh®s/Casecnan project and purchased by KDG.

For debt securities, amortized costs do not vaygiicantly from principal amounts. Realized gaarsl losses on sales of marketable and
equity securities were $3 million and $- millioni896, $1 million and $3 million in 1995 and $2 linih and $18 million in 1994.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(8) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) At December 28, 1996 the contuat
maturities of the debt securities are as follows:

AMORTIZED COS T FAIR VALUE
(DOLLARS IN MILLIONS)
U.S. debt securities:
LeSSthan L Year...ccoocovvivviiiiieeiieniees e $ 2 $ 2
1-5 YRS coiceieeeeeeeeeeeceeeeeeeee s 11 11
$ 13 $ 13
Corporate debt securities:
L-D YEAIS coveieiie e e $ 47 $ 47
Other securities:

5-10 YEAIS.cicviiiiiecie e e $ 20 $ 22

Maturities for the mutual fund, equity securitieslacollateralized mortgage obligations have nonljgesented as they do not have a single
maturity date.

LONG-TERM DEBT

The fair value of debt was estimated using theeimemtal borrowing rates of the Company for delihefsame remaining maturities. With
exception of C-TEC, the fair value of debt approaies the carrying amount. C-TEC's Senior Securegds\and the Credit Agreement with
National Bank for Cooperatives have an aggregateddue of $251 million (See Note 1:

(9) 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 included as a separate compohstockholders' equity, net of tax.

(10) INVESTMENT IN CONSTRUCTION JOINT VENTURES

KCG has entered into a number of construction je@mture arrangements. Under these arrangementss ¥enturer is financially unable to
bear its share of the costs, the other venturdfbairequired to pay those costs.
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PETER KIEWIT SONS', INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(10) INVESTMENT IN CONSTRUCTION JOINT VENTURES (CONNUED) Summary joint venture financial informatiéollows:

FINANCIAL POSITION (DOLLARS IN MILLIONS) 1
Total Joint Ventures:
CUIMENE @SSELS.c.viiiiiiiiiiiiicseeieeneee $
Other assets (principally construction equipment).. L
CUITent abIlIIES. ..o
NEL @SSEIS....iiivciiiiiicic s e $
KCG's Share:
EQUItY IN NEL ASSELS..ccviiciiiiiiiiceiieeee e s $
Receivable from JOINt VENTUIES.......ccccceeeees e
Investment in construction joint VENtUresS...... L $
OPERATIONS (DOLLARS IN MILLIONS) 1996 19

Total Joint Ventures:

KCG's Share:

REVENUE.....vvccvieecceeeeeeeeeeeeeeeeee e $ 689 %
COSES ittt ———— 619
Operating INCOME......cccvvvviiiiiieieeieeee i $ 70%

(11) INTANGIBLE ASSETS

Intangible assets consist of the following at Deben®8, 1996 and December 30, 1995:

1996
(s}
M
C-TEC:
GOOAWIll....ooeiiiiiiiieiiiii e
Franchises and subscriber lists..................
Other......ooiiiiiiiieeeiee s
CPTC intangibles and other.............cccc.......
Less accumulated amortization........cccccceeeeees e (
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435 $ 655
47 52

482 707
(347)  (584)

1,211 $ 1,034
1,108 937

691 $ 523
622 473

OLLARS IN
ILLIONS)

198 $ 199

229 224
34 96



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(12) LONG-TERM DEBT

At December 28, 1996 and December 30, 1995, lomg-tiebt was as follows:

199 6 1995
( DOLLARS IN
MILLIONS)
TELECOMMUNICATIONS:
C-TEC Long-term Debt (with recourse only to C-TEC):
Credit Agreement--National Bank for Cooperatives (7.51% due 2009)........ccoveererrreeennne $ 110 $ 119
Senior Secured Notes (9.65% due 1999)............ . —————————— 134 150
Term Credit Agreement--Morgan Guaranty Trust Comp any (7% due 2002)........ccceevcuveeeennnns 18 19
Promissory Note--Twin County ACQUISItION......... . e -- 4
Revolving Credit Agreements and Other............ . e -- 8
262 300
OTHER:
CPTC Long-term Debt (with recourse only to CPTC):
Bank Note (7.7% due 2008).......cccoevevecccccces e 65 51
Institutional Note (9.45% du@ 2017)....cccccceee. e 35 35
OCTA Debt (9.0% du€ 2006).....cccoueivieanicees e 6 6
Subordinated Debt (9.5% NO Maturity)............. . e 2
108 92
Other:
9.6% to 11.1% Notes to former stockholders due 19 99-2001....cciiiiiiieeereee e 3 6
6.25% to 8.75% Convertible debentures due 2002-20 06, 10 8
OtNeI e 6 6
19 20
389 412
LeSS CUMENt POMtION....cciiiiiiiieiiiiieeeeees e s (57) (42)
$ 332 $ 370

TELECOMMUNICATIONS:

In March 1994, C-TEC's telephone group enteredarda35 million Credit Agreement with the NatioBaink for Cooperatives. The funds
were used to prepay outstanding borrowings witlouaragencies of the U.S. government. Substantidilihe assets of C-TEC's telephone
group are subject to liens under this Credit Agrestnin addition, the telephone group is restriétedh paying dividends in excess of the
prior years net income.

The Senior Secured notes are collateralized bygpkedf the stock of C-TEC's cable group. The nobesain restrictive covenants which
require, among other things, specific debt to dbsh ratios.

Mercom, a consolidated subsidiary of C-TEC, hadgéel the common stock of its operating subsidiargesollateral for the Term Credit
Agreement ("Agreement”) with Morgan Guaranty Trdsmpany (“Morgan"). In addition, a first lien onrt@@n material assets of Mercom

its subsidiaries has been granted to Morgan. Thedxgent contains a restrictive covenant which reguviercom to maintain a specified ¢
to cash flow ratio.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(12) LONG-TERM DEBT (CONTINUED) In connection withe acquisition of Twin County Trans Video, Inc.1i895, C-TEC Cable
Systems, Inc., a wholly owned subsidiary of C-TESued a $4 million 5% promissory note. The note wasecured. In September 1996, the
note was cancelled in settlement of certain pueipsise adjustments.

C-TEC's cable group had revolving credit agreemetiish were collateralized by a pledge of the stotthe cable group subsidiaries and
expired in December 1996.

OTHER:

In August 1996, CPTC converted its constructiomrficing note into a term note with a consortiumaniks (Bank Debt). The interest rate on
the Bank Debt is based on LIBOR plus a varying véth interest payable quarterly. Upon completidthe toll road, CPTC entered into an
interest rate swap arrangement with the same pafittee swap expires in January 2004 and fixestieeast rate on the Bank Debt from
9.21% to 9.71% during the term of the swap agreémen

The institutional note is with Connecticut Gendrif¢ Insurance Company, a subsidiary of CIGNA Cogtion. The note converted into a
term loan upon completion of the toll road.

Substantially all the assets of CPTC and the pegtequity interest in CPTC secure the term debt.

Orange County Transportation Authority holds $6lionil of subordinated debt which is due in varyimyaants over 10 years. Interest accrues
at 9% and is payable quarterly beginning in 2000.

The remaining subordinated debt was incurred in 1886 to facilitate the completion of the projelthe debt is payable to the partners and is
generally subordinated to all other debt of CPTerest on the subordinated debt compounds anraizdyp% and is payable only as CPTC
generates excess cash flows.

CPTC capitalized interest of $5 million, $7 milliand $4 million in 1996, 1995 and 1994.

The PKS convertible debentures are convertiblengu@ctober of the fifth year preceding their matudate. Each annual series may be
redeemed in its entirety prior to the due date pixdaring the conversion period. Debentures werveded into 59,935 and 12,594 shares of
Class C common stock and 69,022 and 12,594 shaf&dass D common stock in 1995 and 1994. As pathefexchange offer completed
prior to the MFS Spin-off, all holders of 1990 at®@B1 debentures and 1993 Class D debentures cedubsir debentures into Class C and
Class D common stock. At December 28, 1996, 436s83Bes of Class C common stock are reserved tiarefeonversions.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997--$57; 1998--0$6.999--$62; 2000--$18 and $19 in
2001.
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PETER KIEWIT SONS', INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(13) INCOME TAXES

An analysis of the income tax (provision) beneéifdre minority interest for the three years endeddiber 28, 1996 follows:

1996 1995 1994

~ (oLLA RS IN MILLIONS)
Current:

. $ (126) $ (127)$ (54)

: 9) - (10)

(7) 9) (5)

(152) (136)  (69)

68 146 27

(3) 4 5

...................................... 3 5 8

""" 68 w7 40

s (84) $ 11§ (29

The United States and foreign components of eashiiog tax reporting purposes, before equity los8IFS (recorded net of tax), minority
interest and income taxes follows:

1996 1995 1994
(DOLL ARS IN MILLIONS)
UNIted SEAtES...vveviecicciiiieiieneeeee e $ 284 $ 370 $ 224
FOI@IgN. ittt e 21 6 16
$ 305 $ 376 $ 240

A reconciliation of the actual income tax (provigjdenefit and the tax computed by applying the. te8eral rate (35%) to the earnings
before equity loss in MFS (recorded net of taxnanity interest and income taxes for the three yeaded December 28, 1996 follows:

1996 1995 1994

(DOLLA RS IN MILLIONS)
Computed tax at statutory rate..................... $ (107) $ (132)$ (84)
State inCome taxXes........ccoovvvverrveeniieeens 9) (8) 3)
Depletion.......ccoccevvvviennnen. 4 3 4
Dividend exclusion.............. 3 - 3
Tax exempt interest 2 3 4
Prior year tax adjustments.............cccccueene 40 56 54
MFS deferred tax........cccooovvvieiirecieennnn. - 93 -
Goodwill amortization.................. (5) 4) 2)
Taxes on foreign operations... (5) - -
Other.....coiiiiiiiiiece e (@) - (5)

$ (84) $ 118% (29
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(13) INCOME TAXES (CONTINUED) During the three ysagnded December 28, 1996, the Company settlechbenof disputed issues
related to prior years that have been includedior gear tax adjustments.

The Company files a consolidated federal incomeaaxn including its domestic subsidiaries asvedld by the Internal Revenue Code.
Possible taxes, beyond those provided on remitsaotandistributed earnings of foreign subsidigrége not expected to be material.

The components of the net deferred tax liabilifeesthe years ended December 28, 1996 and Dece3thdn95 were as follows:

199 6 1995
( DOLLARS IN
MILLIONS)

Deferred tax liabilities:

Investments in securities...............cco..... 19 15
Investments in joint ventures...........c.c...... 16 25
Investments in subsidiaries...................... 15 10
Asset bases--accumulated depreciation............ 226 257
Coal sales.......cccceevviiiiiiiiecens 15 42
Other......oooiviee e 26 21
Total deferred tax ll@bilities........cccecceeees e 317 370
Deferred tax assets:
CONStrUCtioN @CCOUNLING...cuvviiiiiiiieeeeee e 15 3
INSUrANCE CIAIMS...cooiiiiiiiiiiiieeeeeeiee e 34 33
Compensation--retirement benefitS............... e 35 32
Provision for estimated eXPEeNSES.....ccccccceeees e 28 24
Net operating losses of subsidiaries.............. e 8 5
Foreign and general business tax credits......... . e 61 59
Alternative minimum tax CreditS........cceeeeees e 16 20
OtNEI e e 24 30
Valuation alloWanCe........covvveveeevevenenccees e —————— (8) (6)
Total deferred tax aSSeLS....ccovneeenncieccces e 213 200
Net deferred tax abilities.....cccvcvvceeces e $ 104 $ 170

(14) EMPLOYEE BENEFIT PLANS

The Company makes contributions, based on colledtargaining agreements related to its construcimnations, to several multi-employer
union pension plans. These contributions are iredud the cost of revenue. Under federal law, thex@any may be liable for a portion of
plan deficiencies; however, there are no knowncilsicies.

KDG's defined benefit pension plans cover primauidgkaging employees who retired prior to the digmn of the packaging operations.
The income (expense) related to these plans wasxipmtely $1 million, ($7) million and ($1) millimin 1996, 1995 and 1994. The accrued
pension liability associated with the plan is nghfficant at December 28, 1996 and December 39519
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(14) EMPLOYEE BENEFIT PLANS (CONTINUED) C-TEC maaihs a separate defined benefit plan for substhntith of its employees.
The prepaid pension cost and expense relateds@liém is not significant at December 28, 1996 Badember 30, 1995, and for the three
years ended December 28, 19

Effective December 31, 1996, C-TEC will no longecraie benefits under the defined benefit pensian fidr employees other than those
consisting primarily of the telephone group. Theptayees will become fully vested in their benefitaied through that date. C-TEC
recognized a curtailment gain of approximately $#ion which primarily resulted from the reductiaf the projected benefit obligation.

The Company also had a long-term incentive plansisting of stock appreciation rights, for certamployees. This plan concluded in 1994.
The expense related to this plan was $2 millioh984.

Substantially all employees of the Company, with ¢lxception of C-TEC employees, are covered utdeCbmpany's profit sharing plans.
The expense related to these plans were $3 mitid®96 and 1995 and $2 million in 1994.

(15) POSTRETIREMENT BENEFITS

In addition to providing pension and other suppletakebenefits, KDG provides certain health care l#ednsurance benefits primarily for
packaging employees who retired prior to the digjposof certain packaging operations and C-TEC leyges who retired prior to 1993.
Employees become eligible for these benefits i tiieet minimum age and service requirements tielf igree to contribute a portion of the
cost. These benefits have not been funded.

In March 1995, KDG settled its liability with resgigo certain postretirement life insurance besefihe Company purchased insurance
coverage from a third party insurance company pareximately $14 million to be paid over seven gedhe settlement did not have a
material impact on KDG's financial position, resuf operations or cash flows.

The net periodic costs for health care benefitevess than $1 million in 1996 and 1995 and $lianilin 1994. In all years, the costs related
primarily to interest on accumulated benefits.

The accrued postretirement benefit liability, priityaefor packaging employees who retired prior e tdisposition of the packaging operatir
as of December 28, 1996 was as follows:

HEALTH
INSURANCE
(DOLLA RS IN MILLIONS)
REUICES. ..o v e $ 30
Fully eligible active plan partiCipantS............. e -
Other active plan partiCipantS.......ccoccceeeeeee s
Total accumulated postretirement benefit obligati o] o PR 30
unrecognized prior SEIVICE COSE....uuvuuuuieccces e 17
Unrecognized NELI0SS...ccooiiiiiiiiiiiieceiciee s (5)
Accrued postretirement benefit liability........... s $ 42

F-30



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(15) POSTRETIREMENT BENEFITS (CONTINUED) The unrgoized prior service cost resulted from certain ifications to the
postretirement benefit plan for packaging employeeeh reduced the accumulated postretirement Bestdfgation. KDG may make
additional modifications in the future.

A 7.7% increase in the cost of covered health bareefits was assumed for fiscal 1997. This ratsssimed to gradually decline to 6.2% in
the year 2020 and remain at that level thereaftd2 increase in the health care trend rate wauldsiase the accumulated postretirement
benefit obligation ("APBO") by $1 million at yeane 1996. The weighted average discount rate usddtermining the APBO was 7.5%.

(16) STOCKHOLDERS' EQUITY

Class B and Class C shares can be issued onlyrp&ty employees and can be resold only to the Coyngisa formula price based on the
book value of the Construction & Mining Group. TBempany is generally required to repurchase ClaasdBClass C shares for cash upon
stockholder demand. Class D shares have a formigka fpased on the book value of the Diversifieduprorhe Company must generally

repurchase Class D shares for cash upon stockhidaeand at the formula price, unless the Classdbestbecome publicly traded. Class D
shares are not subject to ownership or transfénicisns. However, almost all Class D shares @&id by employees and former employees.

For the three years ended December 28, 1996, isss@md repurchases of common shares, includingecsions, were as follows:

CLASSB CLASSC CLASS D

COMMON COMMON COMMON

STOCK  STOCK STOCK
Sharesissued in 1994........cccccvvviniiiiecces e -- 1,018,144 777,556
Shares repurchased in 1994.......cccccccceveees s 180,000 2,247,186 396,684
Sharesissued in 1995......ccccivviiiiiiicceces s -- 1,021,875 2,675,553
Shares repurchased in 1995........cccccovvieeeces s 736,932 5,492,002 42,147
Sharesissued in 1996.......ccccccvvvvivviccecces e -- 896,640 410,485
Shares repurchased in 1996.......cccccccceeeees s -- 770,368 255,216

(17) CLASS D STOCK PLAN

Under the 1995 Class D Stock Plan (the "Plan")Gbmpany may grant stock options, stock appreciatghts or other benefits of up to 1
million shares of Class D Common Stock ("Sharesf)rdj the ten year term of the plan. The Company nw grant more than 500,000
Shares in any two year period and may not granoaeyparticipant more than 200,000 Shares. Stotteregpmust have an exercise price that
is not less than the fair market value of the Sharethe grant date and become exercisable at @fr@0% per year over a five year period.
Stock options expire if not exercised within temrgefrom the date of grant. Grants of 1995 optisase conditioned upon approval of the
Plan by PKS shareholders which was received in 1986.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

(17) CLASS D STOCK PLAN (CONTINUED) Transactionvaiving stock options granted under the Plan arersarized as follows:

OPTION PRICE W EIGHTED AVG
SHARES PER SHARE O PTION PRICE

Balance December 31, 1994......cccccvvvvvveicecs v - % - $ -

Options Granted.......cccccccvevveeeeeeeeeienee e, 268,000 40.40 40.40
Options Cancelled..........cccoovvveeiiceeeees e - - -
Options EXercised.......cccovvvevvvveeenneeee e -

Balance December 30, 1995.......cccccvcvvicevccnee e 268,000 $ 40.40 $ 40.40
Options Granted........cccccvvvevvvvevveeenees e, 179,000 $ 49.50 $ 49.50
Options Cancelled..........cccoovvvevvvceeeees e (3,000) 40.40 40.40
Options EXercised.......cccovvvevvvveeeeneeee e - - -

Balance December 28, 1996........ccccccvvvcvveceee e 444,000 $ 40.40--$49.50 $ 44.07

Options exercisable
December 30, 1995.....ccccovvivinieieiens e, - % - $ -
December 28, 1996.......cccccocvevveancceneee e 53,000 40.40 40.40

The weighted average remaining life for the 444,6ptons outstanding on December 28, 1996 is S%dsye

The Company has elected to adopt only the requiiszlosure provisions and not the optional expeasegnition provisions under Statement
of Financial Accounting Standards No. 123, "Accaumfor Stock-Based Compensation”, that establishédr value method of accounting
for stock options and other equity instruments. Gtmpensation cost for 1996 and 1995 that woule teeen recognized in the consolidated
statements of earnings if the fair value based atkltad been applied to the grants of options mad®95 and 1996 is not material.

(18) FAIR VALUE OF FINANCIAL INSTRUMENTS.

The carrying and estimated fair values of the Camg[sefinancial instruments are as follows:

1996 1995
CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE
(DOLLARS IN MILLIONS)
Cash and cash equivalents (NOte 8).......cccceeee.. s $ 320 $ 320 $ 457 $ 457
Marketable securities (NOte 8).......ccccevveeeees e 426 426 502 502
Restricted securities (NOt€ 8)...cccccevvcvevneees e 25 25 30 30
Escrowed securities in lieu of retainage (Note 9).. 53 53 61 61
Investment in equity securities including CalEnergy (Notes 4 and 8).......... 395 747 242 300
CalEnergy convertible debenture..........ccccccee.. s - - 65 65
Long-term debt (Notes 8 and 12).......cccccveeeeee e 389 396 412 428



PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
(19) 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 practicalrdui998. The Board does not foresee circumstamedsr which PKS would list the
Class D Stock prior to 1998. The Board believes a@hating will provide PKS with a capital strucéumore suitable for the further
development of KDG's business plan. It would alsavijgle liquidity for Class D shareholders withouotgairing PKS' capital base.

The Board's action does not ensure that a listirgjass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionwebbe in the best interests of all PKS' sharehslde addition, PKS' ability to list Class D
Stock will be subject to factors beyond its continetluding the laws, regulations, and listing #itity criteria in effect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordemise additional capital for KDG. Such an offerzauld delay or alter the listing plan.

Class C shareholders are currently able to conleit shares into Class D Stock pursuant to the gamyi's Certificate of Incorporation. If
such listing occurs, Class C shareholders will ioom to be able to convert their shares into Clastock. However, the Company will not be
obligated to repurchase Class D Stock.

In 1994, several former shareholders of a subgidifMFS filed a lawsuit against MFS, KDG and théet executive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 941-381. Plaintiffs allege that MFS fraudulently coaleel materia
information from them, causing them to sell théiaes of the subsidiary to MFS at an inadequate pfihe lawsuit was settled in July, 1996.
KDG had previously agreed to indemnify MFS anddhif executive officer against any liabilitiessanig from this lawsuit. The settlement,
net of reserves established, did not materiallga@fKDG's financial position, results of operatiamncash flows.

In June 1995, KCG exchanged its interest in a whmlned subsidiary involved in gold mining actiggifor 4,000,000 common shares of
Kinross Gold Corporation, a publicly traded corpima. KCG recognized a $21 million pre-tax gaintbe exchange based on the difference
between the book value of the subsidiary and timerfarket value of the Kinross stock on the datéheftransaction. This gain is included in
other income on the consolidated statements ofregan

In May 1995, the lawsuit titted Whitney Benefitacl and Peter Kiewit Sons' Co. v. The United Statas settled. In 1983, plaintiffs alleged
that the enactment of the Surface Mining Contral Reclamation Act of 1977 had prevented the miifhtpeir Wyoming coal deposits and
constituted a government taking without just congagion. In settlement of all claims, plaintiffs agd to deed the coal deposits to the
government and the government agreed to pay @fai®200 million, of which Peter Kiewit Sons' Ca.KDG subsidiary, received
approximately $135 million in June 1995 and recdriién other income on the consolidated statemehéarnings.

The Company is involved in various other lawsuitaims and regulatory proceedings incidental toitsiness. Management believes that
resulting liability, beyond that provided, shoulot materially affect the Company's financial pasiti future results of operations or future
cash flows.

In many pending proceedings, the Company is omaioferous defendants who may be "potentially respparties” liable for the cleanup
of hazardous substances deposited in landfillst@rites. The
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(19) OTHER MATTERS (CONTINUED) Company has estdiid reserves to cover its probable liabilitieséovironmental cases and
believes that any additional liabilities will notaterially affect the Company's financial conditifuture results of operations or future cash
flows.

It is customary in the Company's industries towe@us financial instruments in the normal cowtbusiness. These instruments include
items such as letters of credit. Letters of cradétconditional commitments issued on behalf ofGbenpany in accordance with specified
terms and conditions. As of December 28, 1996Chmpany had outstanding letters of credit of apipnaxely $125 million.

The Company leases various buildings and equiponasiér both operating and capital leases. Minimumatgpayments on buildings and
equipment subject to noncancelable operating ledis®sg the next 24 years aggregate $68 million.

(20) SUBSEQUENT EVENTS

In January 1997, approximately 1.7 million share€lass B&C Stock, with a redemption value of $7illion, were converted into 1.3
million shares of Class D Stock.

In February 1997, KDG purchased an office buildm@urora, Colorado for $21 million. By investing ieal estate, the Company is able to
defer $40 million of the taxable gain with respicthe Whitney Benefits settlement. KDG may makeitahal real estate investments in
1997 to defer the balance.

Also in February 1997, C-TEC announced a plan pausge its operations along business lines inteteeparate, publicly traded companies:
- CTCo, containing the local telephone group artatee engineering business;
- C-TEC Michigan, containing the cable televisigremtions in Michigan; and

- RCN Corporation, which will consist of RCN Telec@uarvices; cable television operations in New Ydt&w Jersey, and Pennsylvania;
the investment in Megacable S.A. de C.V., a capkrator in Mexico. RCN Telecom Services is a previof packaged local and long
distance telephone, video, and internet accesgesrprovided over fiber optic networks to resideitustomers in Boston and New York
City.

The restructuring will permit investors and theafiigcial market to better understand and evaluat&C'dvarious businesses. In addition, the
restructuring will allow C-TEC to raise capital fitre future expansion of the RCN business on thst efficient terms.

The plan is contingent upon receipt of a privateteuling from the Internal Revenue Service regay the tax-free nature of the spin-offs,
the receipt of other regulatory approvals, andatemther conditions. If the reorganization anchspifs occur, KDG will own less than 50%
of the outstanding shares and voting rights of eathly and will account for each entity using #tpiity method.

F-34



PETER KIEWIT SONS', INC.
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(20) SUBSEQUENT EVENTS (CONTINUED) The followingfi;iancial information of PKS had C-TEC been acdedrfor utilizing the
equity method in the consolidated financial statet®@s of December 28, 1996 and December 30, 189%oathe three years ended
December 28, 1996.

1996 1995
(DboL LARS IN
MIL LIONS)

ASSETS
Current Assets:

Cash and cash equivalents........................ 24 4 $ 408
Marketable securities..............cccceeeenines 37 9 382
Restricted securities..........ccccevvveeeenn. 2 5 30
Receivables, less allowance of $17 and $10....... 31 5 343
Costs and earnings in excess of billings on uncom pleted contracts.........cccccceeeenn.. 8 0 78
Investment in construction joint vVeNntures........ e 9 1 73
Deferred income taxes........cccceeveiuvveeenne 4 9 57
Other......cooiiiiicee e 3 2 33
Total Current ASSets........ccccoecuveeeeeninennn. 1,21 5 1,404
Property, Plant and Equipment, net................. 33 9 328
INVEStMENtS........oveiviiiieiiiece e 1,16 6 823
Intangible Assets, net..........cccccvveeeeeennn.. 3 8 38
Other ASSetS......cccuveieeiiiiiieee e 4 7 76
5% 2,669
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable.......... 19 7% 212
Short-term borrowings..........cccccoeevveeenne - 45
Current portion of long-term debt................ 2 6
Accrued costs and billings in excess of revenue o n uncompleted contracts.................. 11 2 111
Accrued insurance costs.. 8 1 79
Other.......ooiiiiiie s 7 1 75
Total Current LiabilitieS......ccoovcceeneceees e 46 3 528
Long-Term Debt, less current portioN............... . 12 5 106
Deferred Income Taxes........cccvcuveveeinunnenn. 6 2 125
Retirement Benefits 4 5 51
Accrued Reclamation COStS.............cccveeennes 9 9 100
Other Liabilities...........cccooeeiriiieeiinnns 18 8 144
Minority Interest.................. 4 8
Total Stockholders' Equity 9 1,607
5% 2,669
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(20) SUBSEQUENT EVENTS (CONTINUED)

1996 1995 1994
(DOLLARS INM ILLIONS)
REVENUE ...t e $ 2537 % 25 42 $ 2,409
COSt Of REVENUE ...t s (2,162) (2,2 14) (2,115)
375 3 28 294
General and Administrative EXPENSES.....cccccceeeee s a74) (2 01) (152)
Operating EarningsS.......coovcvvvviveeiinens 201 1 27 142
Other Income (Expense):
Equity Earnings, Net.....cccccvvvieennccecees e 8 20 4)
Investment INCOME, Net.......cccccvevvvccicecces e 58 52 28
INterest EXPeNnSe, Net.....vveeeeeenenes e 9) 3) (5)
Gain on Subsidiary's Stock Transactions, net..... s -- 3 54
Other, Net..iiiiiiiiieeieees e 31 1 54 21
88 2 26 94
Equity LOSS IN MFS ..o s - 1 31) (102)
Earnings Before Income Taxes and Minority Interest. e 289 2 22 134
Income Tax (Provision) Benefit........cccccceeeees e (70) 22 (24)
Minority Interest in Net Loss of Subsidiaries...... s 2 -
Net EArNiNGS....ccoiveiiiieiiie e s $ 2218 2 44 $ 110

On March 21, C-TEC paid the minority shareholddrSreedom $15 million for the contingent considenatutlined in the original purchase
agreement (Note

5) and $15 million to acquire the remaining minpiitterest of Freedom. These amounts will be atked#o goodwill and are expected to be
amortized over a period of approximately 6 yearS ET also paid $10 million to terminate a marketiggvices agreement with the former
minority shareholders of Freedom. C-TEC will chatigie amount to operations for the quarter endectha1, 1997.

On March 26, 1997, a KCG sponsored constructiart @énture was awarded a $1.3 billion contracetmnstruct Interstate I-15 through the
Salt Lake City region. The project is being undegtain preparation for the 2002 Olympic Games. KCsBare of this project is
approximately $700 million.
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SCHEDULE I
PETER KIEWIT SONS', INC. AND SUBSIDIARIES

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

ADDITIONS AMOUNTS

BALANCE CHARGED TO CHARGED BALANCE
BEGINNING COSTS AND TO END OF
OF PERIOD EXPENSES RESERVES OTHER PERIOD
(DOLLARS IN MILLION S)
YEAR ENDED DECEMBER 28, 1996
Allowance for doubtful trade accounts.............. ... $ 12 $ 13 $ (5 $ - $ 20
Reserves:
Insurance claims......cccccoovvevcncciicees 79 22 (20) - 81
Retirement benefits........c.occovvvvvveeece L 54 -- (6) - 48
YEAR ENDED DECEMBER 30, 1995
Allowance for doubtful trade accounts.............. .. $ 9 $ 5 $ (2 $ -- $ 12
Reserves:
Insurance claims......ccccoovvevnccniees 75 18 (14) - 79
Retirement benefits........c.ccovvviveeece. L 67 3 ) (14)(a) 54
YEAR ENDED DECEMBER 31, 1994
Allowance for doubtful trade accounts.............. .. $ 7 $ 5 $ (3 $ -- $ 9
Reserves:
Insurance claims.......ccccooevvvveeiccnneees L 67 19 (11) -- 75
Retirement benefits........ccoovvcvvece. L 71 2 (6) -- 67

(a) The Company settled its liability with resptrtertain postretirement life insurance benefitpbrchasing insurance coverage from a
party insurance company.
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CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS

ReVEeNUE.........vviiiiiei
Cost of Revenue.......cccccevvveeeeeeiiiiicicinn,

General and Administrative Expenses................
Operating Earnings. .........ccoceeeviiveeeeennnes

Other Income (Expense):
Equity Earnings, net..........ccccoveeennnen.
Investment Income, net............cooevnne
Interest Expense, net
Other, Net.......cccovevveeiien

Earnings Before Income Taxes and Minority Interest.

Provision for Income Taxes.........cccccceevveene.
Minority Interest in Net Loss (Income) of Subsidiar
Net Earnings.........ueeeeeeeeeeeeeesiniiiiiiennns

Earnings Attributable to Class B&C Stock...........

Earnings Attributable to Class D Stock.............

Primary Earnings per Share:
Class B&C........ccocvvvviiiiiiiiiiiciee

Fully Diluted Earnings per Share:
Class B&C.......coovuivieiiiiiiiieeiieeee

ClassS D..cooveeeeeviieiieeeeeee e

Cash Dividends per Common Share:
Class B&C........cocvvvciiiiiiiiiiicee

ClasS D...ooooeeeeveieicieieeeeeee

PETER KIEWIT SONS', INC.

(UNAUDITED)

(DoL

See accompanying notes to consolidated condensaucfal statements.
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NTHS ENDED
NE 30,
1996
LARS IN
, EXCEPT PER
E DATA)
1$ 1,363
3) (1,159)
8 204
3)  (125)
5 79
0 3
7 37
0 (15
0 14
7 39
2 118
0)  (46)
9 (1)
1% 71
0% 36
1% 35
4% 3.46
7% 154
3% 3.36
7% 154
0% .60
$ -



PETER KIEWIT SONS', INC.

CONSOLIDATED CONDENSED BALANCE SHEET

Ju NE 30,
1997
(UN AUDITED)
(DOLLARS IN MILLIONS,
EXCEPT PER SHARE
DATA)
ASSETS
Current Assets:
Cash and cash equivalents........................ $ 388
Marketable securities 368
Restricted securities..........ccccevvuveeeenn. 24
Receivables, less allowance of $18............... 421
Costs and earnings in excess of billings on uncom pleted contracts. 95
Investment in construction joint VENTUreS........ e 113
Deferred iINCOME taXeS....coocvuveeeriiiiieeenies e 65
O eI i s 50
Total CUIMTENE ASSELS....cvviiiiiiciiieceiices e 1,524
Property, Plant and Equipment, less accumulated dep
BBL2.iiiiiii 872
INVEStMENTS........oveiviiiieiiece e 946
Intangible Assets, net.. 393
Other ASSetS.......ccuveveeiiiiiiee e 70
$ 3,805

See accompanying notes to consolidated condensucial statements.
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PETER KIEWIT SONS', INC.

CONSOLIDATED CONDENSED BALANCE SHEET

Ju NE 30,
1997
(UN AUDITED)
(DOLLARS IN MILLIONS,
EXCEPT PER SHARE
DATA)
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
ACCOUNtS PAYADIE.....ceieiiiiiieceeeees e $ 227
Current portion of long-term debt:

TeleCOMMUNICALIONS. ...cccoviiiiiiiniiieeeeee e 11
OtNEI e e e 3
Accrued costs and billings in excess of revenue o n uncompleted contracts.................. 193
ACCrUed INSUFANCE COSES...cviiiiiiiiiiniiiies et 85

OtheI e e 142
Total Current LiabilitieS......ccoovvceevecees 661
Long-Term Debt, less current portion:

Telecommunications............ccccevevvveeennne 244

Other......ooooiiiieiee e 149
Deferred Income Taxes.. 227
Retirement Benefits...........ccoceeenniieeenne 47
Accrued Reclamation COStS......cccccvvvvceeencee e 102
Other Liabilities..................... 231
Minority Interest 218
Stockholders' Equity:

Preferred stock, no par value, authorized 250,000 shares: no shares outstanding........... --

Common stock, $.0625 par value, $1.7 billion aggr egate redemption value:

Class B, authorized 8,000,000 shares: -0- outst ANAING.....eeeieeeiiiiee e -

Class C, authorized 125,000,000 shares: 10,093, 635 outstanding.............cccvveeennne 1

Class D, authorized 50,000,000 shares: 24,575,8 25 outstanding... 1

Additional paid-in capital....................... 273
Foreign currency adjustment...................... 8)
Net unrealized holding gain... 10
Retained earnings.......ccccccceceveveeeeennnnnn. 1,649
Total Stockholders' EQUILY.....ccccevvvvveeeees e 1,926
$ 3,805

See accompanying notes to consolidated condensucial statements.
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CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(UNAUDITED)

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...............
Change in restricted securities..................
Proceeds from sale of property, plant and equipme

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..............
Repurchases of common stock......................
Dividends paid...........ccccoeueeenn.
Issuance of common stock...

Net cash provided by (used in) financing activi

Net change in cash and cash equivalents............
Cash and cash equivalents at beginning of period...

Cash and cash equivalents at end of period.........

PETER KIEWIT SONS', INC.

See accompanying notes to consolidated condensaucfal statements.
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MONTHS ENDED
JUNE 30,

DOLLARS IN
MILLIONS)

175 $ 137

186 194
(124)  (156)
2 2
26 20
(132)  (80)
(89)  (86)

18 11
™ @n
(45)
© (15
(25)  (25)
39 27
24 (e4)
6 (Y
320 457
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
1. BASIS OF PRESENTATION

The consolidated financial statements of Peter Ki€ans', Inc. ("PKS") contained herein are unadidnd, in the opinion of management,
contain all adjustments (consisting only of normegiurring accruals) necessary for a fair presemaif financial position and results of
operations for the periods presented. The Compaegsunting policies and certain other disclosaresset forth in the notes to the annual
consolidated financial statements contained elsesvherein.

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 arengeineld by the owners of various
construction projects in lieu of retainage.

The results of operations for the six months entiete 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

When appropriate, items within the consolidationdensed financial statements have been reclassifiedthe previous periods to conform
to current year presentation.

2. EARNINGS PER SHARE:

Primary and fully diluted earnings per share of own stock have been computed using the weightedgeenumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities. hmber of shares used in computing
earnings per share was as follows:

SIX MONTH S ENDED
JUNE 30,
1997 1996
Primary earnings per share:
ClasS B&C....cooivviiiiiiiiiiiiiienieeee e 9,307,834 10,305,087
ClasS D.covieiiieeiie e e 24,544,153 23,221,026
Fully diluted earnings per share:
ClasS B&C....ccoivviiiiiiiiiiiiieenieee e 9,744,667 10,664,087
ClasS D.coveeiiieiie e e 24,544,153 23,221,026

In March 1997, the Financial Accounting Standardaf 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.d2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the consolidated statements of earnings

3. SUMMARIZED FINANCIAL INFORMATION:

Holders of Class B&C Stock ("Construction & Mini@youp”) and Class D Stock ("Diversified Group") ateckholders of PKS. The
Construction & Mining Group ("KCG") contains the @pany's construction and materials operations efiConstruction Group Inc. The
Diversified Group ("KDG") contains coal mining prenppies owned by Kiewit Coal Properties Inc., endryyestments, including 30%
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

3. SUMMARIZED FINANCIAL INFORMATION: (CONTINUED) irterests in CalEnergy Company, Inc. ("CalEnergy'j @& Electric UK
plc ("CE Electric"), investments in internationalezgy projects, communications companies owned-f¥C Corporation ("C-TEC"),
California Private Transportation Company, L.P.RTC"), the owner-operator of the SR91 toll roa€alifornia, an information services
business and miscellaneous investments, all owpédeawit Diversified Group Inc. Corporate assetsl dimbilities which are not separately

identified with the ongoing operations of the Coustion & Mining Group or the Diversified Group aa#located equally between the two
groups.

A summary of the results of operations and findrmuesition for the Construction & Mining Group attte Diversified Group follows. The
summary information was derived from the unaudifiedncial statements of the respective groups whrehexhibits to the PKS Form 10-Q
or contained elsewhere herein. All significant mntanpany accounts and transactions, except thosetlgibetween the Construction &
Mining Group and the Diversified Group, have bekmieated.

SIX MONT HS ENDED
JUNE 30,
1997 1996
(IN MILLIO NS, EXCEPT
PER SHA RE DATA)
Construction & Mining Group:
Results of Operations:
REVENUE....coiiiiiieiceeeeeeeeeeee e $ 1,047 $ 1,072
Net earnings........cccoeevveeeeniiieeeeinies 50 36
Primary earnings per share.............cc........ 5.34 3.46
Fully diluted earnings per share................. 5.13 3.36
JUNE 30,
1997
Financial Position:
WOrKING Capital.....ccoovvviiiieiiiiieeeeeeiee e
$ 324
TOtal @SSELS...evviiiiiiiie e e
1,117
Long-term debt, less current portion................ e
16

Stockholders' equity...........cooovvviiiiiinnnns

559
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

3. SUMMARIZED FINANCIAL INFORMATION: (CONTINUED) Ircluded within the results of operations are min@aggment fees paid
by the Diversified Group of $16 million and $15 lwih for the six months ended June 30, 1997 an®$199

SIX MON THS ENDED
JUN E 30,
1997 1996
(IN MILLI ONS, EXCEPT
PER SH ARE DATA)

Diversified Group:

Results of Operations:

REVENUE......c.eeiiiiiiiiieie e $ 317
Net earnings..........cccccvvvevenees 35
Primary earnings per share 1.54
Fully diluted earnings per share............ee. 1.67 1.54
JUNE 30,
1997
Financial Position:
WOrKING CapPital..cccvviiiiiiiiiiiiiieeeeee e —————
$ 539
TOtAl @SSOIS...uviiiiiiiiii e s
2,715
Long-term debt, Iess current portion............... . e —————
377

StockhOlders' @QUILY.....cccvviiiiiieiicieeeee e

Included within the results of operations are nimenagement fees paid to the Construction & Minimgup $16 million and $15 million for
the six months ended June 30, 1997 and 1996.

4. ACQUISITIONS:

In 1996, C-TEC purchased 80% of Freedom New York,&. ("Freedom"). Freedom provides subscriptidevision services using
microwave frequencies in New York City and seleceshs of New Jersey. In March 1997, C-TEC paiddidon (including $10 million of
non-capitalizable costs) in connection with a sedktransactions which resulted in C-TEC havirid@% ownership interest in the assets of
Freedom. The acquisition was accounted for as ehpse. The purchase price (net of non-capitalizadsés) exceeded the fair value of net
assets acquired by $25 million, which is recogniagdioodwill and is being amortized over approxetyab years.

On December 24, 1996, CE Electric which is 70% awineirectly by CalEnergy and 30% owned indiredtjyKDG, acquired majority
ownership of the outstanding ordinary share capit&lorthern Electric plc ("Northern") pursuantadender offer (the "Tender Offer")
commenced in the United Kingdom by CE Electric avéimber 5, 1996. As of March 18, 1997, CE Eleciffectively owned 100% of
Northern's ordinary share

As of June 30, 1997, CalEnergy and KDG had contieithtio CE Electric approximately $410 million anti’$ million, respectively, of the
approximately $1.3 billion required to acquire@iNorthern's ordinary and preference shares imection with the Tender Offer. The
remaining funds necessary to consummate the TeDifier were provided by a term loan ($921 milliomdarevolving facility agreement
obtained by CE Electric. KDG has not guaranteed,iamot otherwise subject to recourse for, amobatsowed under these facilities.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

4. ACQUISITIONS: (CONTINUED) On July 2, 1997, thatour Party in the United Kingdom announced thaitieof its proposed

"Windfall Tax" to be levied against privatized Bsh utilities. This one-time tax will be 23% of thdference between the value at the time of
privatization and the utility's current value basedprofits over a period of up to four years. ¥ time of acquisition, CE Electric accounted
for the potential tax as a purchase accountingirgent liability. However, the Securities and Exaga Commission has subsequently
permitted an acquiring company, in a similar situgtto account for the tax as a one-time chargeE@ctric will take a charge of
approximately $200 million when the tax is enacfBue total impact to the Company, directly throitghinvestment in CE Electric and
indirectly through its investment in CalEnergyeigected to approximate $85 million.

On April 18, 1997, KCG and a partner each inve$tEsi million to acquire a 96% interest in Oak Moumtanergy L.L.C. ("Oak Mountain").
Oak Mountain then acquired the existing assetsafralerground coal mine in Alabama for approxima$dl8 million and assumed
approximately $14 million of related liabilities.a® Mountain intends to use the remaining cash &ddndillion of nonrecourse bank
borrowings to retire the existing debt and furtievelop and modernize the mine. Oak Mountain'dteare consolidated with those of the
Company on a pro-rata basis since the date of sitigni. The coal mine's results of operations piaothe acquisition were not significant
relative to the Company's results.

5. INVESTMENTS:

The Company is able to defer $40 million of taxadén with respect to the 1995 Whitney Benefitgédition settlement by investing in real
estate. In February 1997, KDG purchased an offigkeling in Aurora, Colorado for $22 million. KDG manake additional real estate
investments to defer the remaining balance. On 3002997, KDG closed a $16 million financing agneat with Metropolitan Life
Insurance Company. The 15 year note is collaterdlizy the Aurora property and carries an interst of 8.38%.

In late 1995, a KDG and CalEnergy venture, CE QamedVater and Energy Company, Inc., ("Casecnan¥ed financing and commenced
construction of a $495 million irrigation and hydtectric power project located on the Philippiriansl of Luzon. KDG and CalEnergy have
each made $62 million of equity contributions te firoject.

The Casecnan project was being constructed omegod several basis by Hanbo Corporation and H&migineering & Construction Co.
Ltd. ("HECC"), (together, "Contractors"), both ohish are South Korean corporations. Hanbo Corpamaind HECC are under common
ownership. The Contractor's obligations under thestruction contract ("Hanbo Contract”) are guaradtby Hanbo Iron & Steel Company,
Ltd. ("Hanbo Steel"), a large South Korean steehgany. In addition, the Contractor's obligations se&cured by an unconditional, irrevoci
standby letter of credit issued by Korea First BAEB") in the approximate amount of $118 millidburing the first quarter of 1997 Hanbo
Corporation, HECC and Hanbo Steel each filed t& samkruptcy protection in South Korea and KFB&ddrrating was downgraded beca
of the substantial loans it made to Hanbo Steel.

On May 7, 1997, Casecnan announced that it hadrteted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofie "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractmiiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and Colenco Power
Engineering Ltd., and will be headed by Cooperativaatori Cementista CMC di
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

5. INVESTMENTS: (CONTINUED) Ravenna and ImpressazBiotti & C. Spa. The Hanbo Contract was termihéicause of events of
default under that contract including the fact tiat Contractors had filed for court receivershigt@ction in South Korea. In connection with
the contract termination, Casecnan made a $7%mitlraw request under the letter of credit issuel BB to pay for certain transition costs
and other damages under the Hanbo Contract. Kk&ifto honor the draw request and Casecnan filednsMew York State Court. KFB
funded, pursuant to a court order, the $79 millido an interest bearing account at an indeperfifearicial institution in the United States.
This matter is still unresolved. If KFB should feol honor its obligations under the letter of cteslich action may have a material adverse
effect on the Casecnan project. However, basedfomaation available, KDG does not currently bedigts investment is impaired.

The Company and CalEnergy have agreed to jointheld@ and construct geothermal power facilitiethatDieng and Patuha sites in
Indonesia. Dieng Unit 1 is being constructed anekjsected to be placed in commercial operatiom thie year. An additional five units are
expected to be constructed on a modular basissageththermal resources are developed. On Jun®32, the Company and CalEnergy
closed a $400 million revolving credit facility fimance the development and construction of theaiemg Indonesian projects. The credit
facility is collateralized by the Indonesian assatd is nonrecourse to the Company.

6. C-TEC RESTRUCTURING:

In February 1997, C-TEC announced a plan to sep@isbperations along business lines into threarsge, publicly traded companies:
- Commonwealth Telephone Enterprises, Inc. contgittie local telephone group and related engingdrirsiness;

- Cable Michigan, Inc., containing the cable ted@ operations in Michigan; and

- RCN Corporation, Inc., which will consist of RCI¢lecom Services; C-TEC's existing cable systentisérBoston-Washington D.C.
corridor; and the investment in Megacable S.A. dé.G cable operator in Mexico. RCN Telecom Seasits a provider of packaged local
and long distance telephone, video, and interrs#sscservices provided over fiber optic networkesidential customers in Boston and New
York City.

The restructuring should permit investors and tharfcial markets to better understand and evalDal&C's various businesses. In addition,
the restructuring will allow C-TEC to raise capital the most efficient terms. In July 1997, C-THG@sed four separate credit facilities with a
syndicate of banks aggregating $410 million. C-TiE€nds to use these credit facilities to refinatheecable group's existing Senior Secured
Notes and to fund RCN's continued developm

On June 18, 1997, C-TEC received approval by tternal Revenue Service to conduct the tax-free-sffinf Cable Michigan and RCN
Corporation. While it is anticipated the proposestructuring will occur by the fourth quarter, #y@n-offs are subject to receipt of other
regulatory approvals and certain other condititithe reorganization and spin-offs occur, KDG vaWn less than 50% of the outstanding
shares and voting rights of each entity, and wifefore account for each entity using the equigyhod for all of 1997.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

6. C-TEC RESTRUCTURING: (CONTINUED) On May 12, 1997-TEC announced that it had proposed to acgn@&8% of the common
stock of Mercom Inc. ("Mercom™) not currently ownleg it in exchange for 8.75% of the common stockCable Michigan. The proposed
exchange ratio is based on the assumption thae@dichigan will have $125 million of debt outstangiat the time of the transaction.

The proposal is subject to certain conditions,udiig the consummation of C-TEC's restructuring tedreceipt of all required regulatory

approvals. On June 23, 1997,TEC announced that due to the earlier than anteiplRS approval of its own restructuring, it wasgendin
discussions with Mercom until after its restruatgrivas complete. C-TEC reserves the right to wéthdts proposal at any time prior to the
execution of a definitive agreement. There candassurance as to the terms of any transactidmbahy transaction will take place.

The following is financial information of the Compahad C-TEC been accounted for utilizing the ggmiethod in the consolidated
condensed financial statements as of June 30, H9@rfor the six months ended June 30, 1997 an@.199

J UNE 30,
1997
(n) OLLARS IN
M ILLIONS)
ASSETS
Current Assets:
Cash and cash eqUIVAIENES.........cccccccccceecee e ——————— $ 330
Marketable SECUNLIES. ... e 364
Restricted SECUNMIES......cccovviiiiceees e 24
Receivables, less allowance of $15............... e 370
Costs and earnings in excess of billings on uncom pleted contracts.........cccccveveeeenn. 95
Investment in construction joiNt VENTUreS........ e 113
Deferred iINCOME taXeS......ccoovvvvvvviccees e 55
O N e e ————— 38
Total CUIMTENE ASSELS.. i e 1,389
Property, Plant and EQUIPMENE, NEL......cccceeee e 377
INVESIMENES. .. ccceee e 1,211
INtangible ASSEtS, NEL...ccccciiiiiiieiees e 45
Other ASSEIS...ccoi it e 44
$ 3,066
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

6. C-TEC RESTRUCTURING: (CONTINUED)

J UNE 30,
1997
(n) OLLARS IN
M ILLIONS)
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable................c....... $ 191
Current portion of long-term debt 3
Accrued costs and billings in excess of revenue o n uncompleted contracts.................... 180
Accrued insurance costs 85
Other......ooiiiiiiieie e 76
Total Current LiabilitieS......ccoovveeevecieees e 535
Long-Term Debt, less current portion................ L 149
Deferred Income Taxes........ccccocvvveerinnnnn. 128
Retirement Benefits 45
Accrued Reclamation COStS............ccceveeenes 102
Other Liabilities...........ccccoeeeiviiieennns 179
Minority Interest...........cccccvvvvveiieeenennn. 2
Total Stockholders' EQUILY.....cccccvvvvieeneees e 1,926
$ 3,066
SIX MONT HS ENDED
JUNE 30,
1997 1996
(DOLLA RS IN
MILLI ONS)
REVENUE....cciiiiiiiiieeec e e $ 1,187 $ 1,180
COSt Of REVENUE.....vvviiiiiiiiiiieeeeeeieeeeee e (1,004) (1,035)
183 145
General and Administrative EXPENSES.....cccccceceee e (89) (82)
Ooperating EarningS.....coocvceevniiineenniieees e 94 63
Other Income (Expense):
Equity Earnings, net..........ccoccveeennnen. 11 (2)
Investment Income, net...........ccooevenne 22 30
Interest Expense, Net.......ccccceeeevreenennnns (8) 3)
Other, Net.......cccovvvveeiiec e 20 20
45 45
Earnings Before Income Taxes and Minority Interest. s 139 108
Provision for INCOME TaXES....ccuvvveieeeneees e (50) (39)
Minority Interest in Net Loss of Subsidiaries...... e 2 2
NEt EArNINGS..cccoviiiiiiiiie e eeeeeeeeee e $ 91 $ 71
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

6. C-TEC RESTRUCTURING: (CONTINUED)

SIX MONT HS ENDED
JUNE 30,
1997 1996
(DOLLA RS IN
MILLI ONS)
Cash flows from operations:
Net cash provided by Operations.................. . $ 145 $ 105
Cash flows from investing activities:
Proceeds from sales and maturities of marketable SECUIMLIES....vvieeieiiieee e, 143 76
Purchases of marketable securities................ (124) (104)
Change in restricted SECUILIES.......cccceeees e 2 2
Proceeds from sale of property, plant and equipme nt, and other investments.............. 26 20
Capital eXpendituresS......cccccovvceeennceeces e (74) (53)
Acquisitions and investments, Net................ e (61) (103)
OtNeI e e -- 1
Net cash used in investing activities........... (88) (161)
Cash flows from financing activities:
Proceeds from long-term debt borrowings.......... . e 18 11
Payments on long-term debt including current port [[o] o FO TP TR 2) 5)
Net change in short-term borrowings.............. . - (45)
Repurchases of COmMmMON StOCK......cccccvvcceeeees e Q) (15)
DIivIdends Paid.....ccooovvviiiiiiiiiees (25) (24)
Issuance of COMMON StOCK.......ccoveerniccces e 39 27
Net cash provided by (used in) financing activi HES i 29 (51)
Net change in cash and cash equivalents............ . e 86 (207)
Cash and cash equivalents at beginning of period... 244 408
Cash and cash equivalents at end of period......... . $ 330 $ 301

7. OTHER MATTERS:

On June 19, 1997, James Q. Crowe was appointeti®neand CEO of Kiewit Diversified Group Inc. MZrowe assumed the position
previously held by Richard R. Jaros, who will cang to serve on the PKS Board of Directors. Mryv@&avas the Chairman and CEO of
MFS Communications Company until December 31, 198&n the company was purchased by WorldCom, I€SMas a subsidiary of the
Company until September 1995, when it was spuamdf became an independent, publicly owned cormorati

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 PKS' two-class capitattsire and the need to attract and retain therbastigement for the PKS' businesses.
During the course of its examination of the consemges of a listing of Class D Stock, managementladed that a listing of Class D Stock
would not adequately address these issues, amhthbegan to study a separation of the ConstruatidriMining Group and the Diversified
Group. At the regular meeting of the Board on 28y 1997, management submitted to the Board fosideration a proposal for separatiol
the Construction and Mining Group and the DiveesifGroup on substantially the terms eventually @apgat by the Board. At a special
meeting on August 14, 1997, the Board approved gemant's proposal.
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PETER KIEWIT SONS', INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S (CONTINUED)

7. OTHER MATTERS: (CONTINUED) The separation of fienstruction and Mining Group and the Diversifiéctbup would be contingent
upon the ratification of the separation by a mé&joof both Class C and Class D shareholders pregenshareholders meeting and the receipt
by PKS of an Internal Revenue Service ruling oeotiissurance acceptable to the Board that theatepawould be tax-free to U.S.
shareholders. The restructuring is currently apditgd to occur during the second quarter of 199®led management's proposal, the
Diversified Group will not seek to list its stoatrfpublic trading on a national securities exchamggd it raises capital through a public equity
offering or desires to have a listed equity seguaitailable for acquisitions. The Board will retaiire right, even if the stockholders ratify the
proposal and favorable tax treatment is satisfiedpandon, defer or modify the proposal if it bedis that it would be in the best interests of
all stockholders.

The Company is involved in various lawsuits, claensl regulatory proceedings incidental to its besin Management believes that any
resulting liability for legal proceedings beyondtiprovided should not materially affect the Compafinancial position, future results of
operations or future cash flows.
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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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Revenue.........ccoocvvvevs
Cost of Revenue.........ccccceevviieeeeninns
General and Administrative Expenses

Operating Earnings..........ccocceevviveeeenn.
Other Income (Expense):

Investment INCOMeE..........ccoeeveeeereennns

Interest Expense
Other, Net.......cccooiiiiiiiiececieen

Earnings Before Income Taxes...........

Provision for Income Taxes.................

Net Earnings..........eeeeeeeeeeeeeesiniiiiiienens

Net Earnings Per Common and Common Equivalent Share

KIEWIT CONSTRUCTION & MINING GROUP
STATEMENTS OF EARNINGS
FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995

(DOLLARS IN MILLI
EXCEPT PER SHARE D

........................... $ 2286 $ 2330
.............................. (2,064) (2,127)
222 203
........................................... (117)  (116)
............................... 105 87
............................... 21 17
(4) (2)
58 62
75 77
....................................... 180 164
................................... (72)  (60)
........................... $ 108 $ 104
........................... $ 1013 $ 7.78

See accompanying notes to financial statements.

F-53



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 15 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............... (30) (26) (73)
Cash flows from financing activities:
Long-term debt borrowings.... 3 3 2
Short-term debt borrowings, net.................. (45) 45 -
Payments on long-term debt, including current por 2) 4) 4)
Issuances of common stock.............c.ecue.n. 27 24 20
Repurchases of common stock...................... (5) 3) (11)
Dividends paid...........ccceevivveennniennnns 12) (13) (13)
Exchange of Class C Stock for Class D Stock, net. (20) (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 byhtdlywowned 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.
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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..........ccocceeeiiennieennnen.

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 Kiewibns', Inc. ("PKS") to be renamed after the Tratisa a name that will be selected by the
PKS Board, and the Construction Group, to be opdray PKS Holdings, Inc. after the Transactionpeesively, has been prepared to give
effect, as further described below, to the Transacihe pro forma financial information assumestwo separate scenarios, that 1.5 million
(Scenario 1) and 3 million (Scenario 2) shareslas€C Stock will be converted in the 1997 Conwer$ieriod as described herein. Scenario
1 reflects an estimate of the number of sharedas90C Stock to be tendered in the Transactiomae? is set forth to illustrate the impact
of the tender of Class C shares equal to the marimumber of shares PKS 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 ottviare contained elsewhere herein.
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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 Soimc. and Subsidiaries, which were audited bgngare included elsewhere herein. Such
pro forma adjustments are based upon managemssitigptions described in the accompanying notesefamination 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 adjustsrterthe historical amounts in the
accompanying pro forma consolidated condensed balsimeets of Peter Kiewit Sons', Inc. and Subsedias 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, and are included
elsewhere herein. Such pro forma adjustments aedogpon management's assumptions described &Ttbenpanying 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)

(UNAUDITED)

SIX MONTHS
ENDED JUNE
FISCAL YEAR ENDED DECEMBER 28, 1996 30, 1997
SEPA RATE  DECONSOLIDATE DIVEST PRO
HISTORICAL PKS HO LDINGS C-TEC ENERGY ADJUSTMENT S FORMA HISTORICAL

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT

S)
(8 $ 285% 1,381

Revenue......... .. $ 2904 $ ( 2,286) $ (367) $ -- 34
Cost of Revenue.... . (2,412) 2,064 250 - (36 )(@) (134) (1,143)
492 (222) (117) 2 ) 151 238
General and Administrative
EXpenses.........cccocuene. 117 86 1 (37 )(@) (93) (153)
Operating Earnings (105) (31) 1 (39 ) 58 85
Other Income (Expense):
Equity Earnings, net......... 12 (8) 4 (14) (14) 20
Investment Income, net....... 72 (23) 14) ) 2 (b) 45 27
Interest Expense, net........ (37) 4 28 - - (5) (20)
Other, nNet.......cco........ 26 (58) 5 @) 39 (a) 10 20
73 (75) 15 (18) 41 36 47
Earnings before Income Taxes
and Minority Interest in Net
Losses of Subsidiaries....... 305 (180) (16) a7 2 94 132
Provision for Income Taxes..... (84) 72 14 9 1 )(c) 10 (50)
Minority Interest in Net Losses
of Subsidiaries.............. -- 2 2 9
Net Earnings.............. (108) $ -- $ 8 $ 1 $ 106 $ 91
Earnings Attributable to:
Class C Stock $ 108 $ - $ 50
Class D Stock 113 $ 106 $ 104
Earnings Per Share:
Class C Stock
Primary.....ccccoovvevene $ 10.13 $ - $ 534
Fully diluted.............. $ 9.82 $ - $ 5.13
Class D Stock
Primary......c..ccceu... $ 4.85 $ 368% 167
Fully diluted.............. $ 4.85 $ 367 % 167
Weighted Average Shares
Outstanding:
Class C Stock
Primary.......cccoeeueee. 10,655,886 9,307,834
Fully diluted.............. 11,026,045 9,744,667
Class D Stock
Primary........ccoeueee. 23,263,688 28,929,498 24,544,153
Fully diluted.............. 23,273,775 28,939,585 24,544,153
SEPARATE DE CONSOLIDATE  DIVEST OTHER

PKS HOLDINGS

C-TEC

ENERGY

ADJUSTMENTS



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

SEP ARATE
P KS  DECONSOLIDATE DIVEST OTHER P
HISTORICAL HOL DINGS C-TEC ENERGY ADJUSTMENTS FO
(DO LLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
ReVENUE........coocevveereennnen. $ 2,904 $(2 ,286) $(367)  $-- $34(d) $
Cost of Revenue.................. (2,412) 2 ,064 250 -- (36)(a)
492 (222) (117) - 2
General and Administrative
EXpenses........cccccceeeenne (260) 117 86 1 (37)(a)
Operating Earnings............... 232 (105) (31) 1 (39)
Other Income (Expense):
Equity Earnings, net........... 12 (8) 4) 14) -
Investment Income, net......... 72 (13) (14) 2) 5(b)
Interest Expense, net.......... 37) 4 28 - -
Other, net.........ccocueeee. 26 (58) 5 2) 39
73 (75) 15 18) 44

Earnings before Income Taxes and
Minority Interest in Net Losses

of Subsidiaries................ 305 (180) (16) a7) 5
Provision for Income Taxes....... (84) 72 14 9 (2)(c)
Minority Interest in Net Losses

of Subsidiaries................ - - - 2
Net Earnings..........ccev..... $ 221 $ (108)  -%- $@8) $3 $

Earnings Attributable to:
Class C Stock........cccu.... $ 108 $ -

Class D Stock.................. $ 113 $

Earnings Per Share:
Class C Stock
Primary.......cccoceenenne. $ 10.13 $ -

Fully diluted................ $ 982 $ -

Class D Stock
Primary.......cccoceeunane. $ 4385 $

Fully diluted................ $ 4385 $

Weighted Average Shares
Outstanding:
Class C Stock
Primary......ccccccooeeinne

Fully diluted................

Class D Stock
Primary.......cccccooeeinne 29,5




Fully diluted................ 23,273,775

Revenue............... . $ 1,381 $(1
Cost of Revenue.................. (1,143)
238
General and Administrative
EXpenses........ccccceeevnnne (153)
Operating Earnings............... 85
Other Income (Expense):
Equity Earnings, net........... 20
Investment Income, net......... 27
Interest Expense, net.......... (20)
Other, net.........ccccueeee. 20
47

Earnings before Income Taxes and
Minority Interest in Net Losses

of Subsidiaries................ 132
Provision for Income Taxes....... (50)
Minority Interest in Net Losses

of Subsidiaries................ 9 -

Net Earnings............

Class D Stock

Earnings Per Share:
Class C Stock
Primary.......ccccoceneeen. $ 534

Fully diluted................ $ 513

Class D Stock
Primary.........ccoceeevee.. $ 167

Fully diluted................ $ 167
Weighted Average Shares
Outstanding:
Class C Stock
Primary......ccccccooeeinne

Fully diluted

Class D Stock
Primary

Fully diluted................ 24,544,153

(UNAUDITED)
SIX MONTHS ENDED JUNE 30, 1997

ARATE
KS  DECONSOLIDATE DIVEST OTHER
DINGS C-TEC ENERGY ADJUSTMENTS

,047) $(194)  $- $21(a) $

942 139 - (22)()
ws) 65 - @
64 64 - (16)(a)
@y e - an
(2 ) (21) -

(6) ® - 3(b)

1 12 - -

(35) - - 17(a)

(83) 7 (21) 3

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 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..........c.ccocvvvennenne 65 (69) (10) - 14(c)
Other.....ccooiiiiiiiiiii, 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)
$ 3805 $(1,117) $ (739) $ 468 $ 222
LIABILI TIES AND REDEEMABLE COMMON STOCK
Current Liabilities:
Accounts payable............ccooeeereriennne. $ 227 $ (173) $ (36) $ - $  12(c)
10(d)
Current portion of long-term debt:
Telecommunications 11 -- (11) -- --
3 ) - - -
Accrued costs and billings in excess of revenue --
on uncompleted contracts.............cccc...... 193 (180) (13) --
Accrued insurance costs.... . 85 (85) - - -
Income taxes payable...........ccccoevennnnn. - - - 190 11(c)
(4)(e)
Deferred income taxes..........c.ccocvevvennens - - - - 14(c)
10(f)
Other.....ccooiiiiiiiiiii, 142 (43) (66) - -
Total Current Liabilities..............c....... 661 (483) (126) 190 53
Long-term Debt, less current portion:
Telecommunications...........cccoceevvervinnens 244 - (244) - -
Other......ccoovvviiiiinne 149 (16) - - -
Deferred Income Taxes........ccccovvvervennennnn. 227 8 (99) (26) -
Retirement Benefits....... . 47 - ) - -
Accrued Reclamation COStS............cccceveenne. 102 1) - - -
Other Liabilities.............. . 231 (66) (52) - -
Minority Interest.........ccccoevviieerneennnn. 218 -- (216) -- --

Redeemable Common Stock:
Preferred stock..........ococevveiiiennens -- -- -- - -
Common redeemable stock:
Class C shares outstanding; -
historical--10,093,635 pro forma--0.......... 1 1) -- --
Class D shares outstanding; -
historical--24,575,825 pro
forma--27,981,816........ccccecveeiveennns 1 -- -- -
Class R shares outstanding; historical--0, pro -
forma--7,224,374........ccccevveenieenns -- -- -- -

Additional paid-in capital............c.cccccuee 273 (117) -- -- 60(a)
125(b)
101(g)

Foreign currency adjustment...................... 8) 6 -- -- --

Net unrealized holding gains. 10 7 -- -- --

Retained earnings..........c.ccoevvevcivennnns 1,649 (454) -- 304 (10)(d)

4(e)
(10)(f)
(101)(9)
441(h)
(441)(D)
Total Redeemable Common Stock (aggregate redemption 169

value $1.7 billion historical; $1.8 billion pro



$ 3,805 $ (1,117) $ (739) $ 468 $ 222

PRO
FORMA
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...........cccceeeeennes --
Investment in construction joint ventures........ --
Deferred income taxes. --
15
Total Current ASSEtS.......ccvvvvevveeeeeeenns 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
LIABILI
Current Liabilities:
Accounts payable............cccociieiiinn $ 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.ccocevvennenne 24
Other.....coooeiieiieeee 33
Total Current Liabilities...........cc.ceeee 295
Long-term Debt, less current portion:
Telecommunications --
Other......ccovvviinieee 133
Deferred INCOMe TaXeS........covvverveeniennins 110
Retirement Benefits..... . 45
Accrued Reclamation COStS..........cccccveeunenne 101
Other Liabilities..... 113
Minority Interest.... 2
Redeemable Common Stock:
Preferred stock.........cocoevvieiiiiininens --
Common redeemable stock:
Class C shares outstanding;
historical--10,093,635 pro forma--0.......... -
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 442
Foreign currency adjustment )
Net unrealized holding gains.. 17
Retained earnings..........c.cccevvvveinennens 1,382

Total Redeemable Common Stock (aggregate redemption
value $1.7 billion historical; $1.8 billion pro

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)

SEPARATE DECONSOLIDATE DIVEST OTHER
HISTORICAL PKS HOLDINGS C-TEC ENERGY ADJUSTMENTS
ASSETS
Current Assets:
Cash and cash equivalents........................ $ 388 $ (127) $ (58) $ 1,133 $ 120(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..........c.ccocvvvennenne 65 (69) (10) - 14(c)
Other.....ccooiiiiiiiiiii, 50 (34) (12) - 11(c)
Total Current Assets..... 1,524 (807) (135) 1,130 282
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)
$ 3805 $(1,117) $ (739) $ 468 $ 282
LIABILI TIES AND REDEEMABLE COMMON STOCK
Current Liabilities:
Accounts payable............ccooeeereriennne. $ 227 $ (173) $ (36) $ - $  12(c)
10(d)
Current portion of long-term debt:
Telecommunications 11 -- (11) -- --
3 ) - - -
Accrued costs and billings in excess of revenue
on uncompleted contracts.............cccc...... 193 (180) (13) -- --
Accrued insurance costs.... . 85 (85) - - -
Income taxes payable...........ccccoevennnnn. - - - 190 11(c)
(4)(e)
Deferred income taxes..........c.ccocvevvennens - - - - 14(c)
10(f)
Other.....ccooiiiiiiiiiii, 142 (43) (66) - -
Total Current Liabilities..............c....... 661 (483) (126) 190 53
Long-term Debt, less current portion:
Telecommunications...........cccoceevvervinnens 244 - (244) - -
Other......ccoovvviiiiinne 149 (16) - - -
Deferred Income Taxes........ccccovvvervennennnn. 227 8 (99) (26) -
Retirement Benefits....... . 47 - ) - -
Accrued Reclamation COStS............cccceveenne. 102 1) - - -
Other Liabilities.............. . 231 (66) (52) - -
Minority Interest.........ccccoevviieerneennnn. 218 -- (216) -- --
Redeemable Common Stock:
Preferred stockK...........cccceoviiicinnn. - - - - -
Common redeemable stock:
Class C shares outstanding;
historical--10,093,635 pro forma--0.......... 1 1) -- -- --
Class D shares outstanding;
historical--24,575,825 pro
forma--29,087,807...........ccceeeeeennnne. 1 -- -- -- --
Class R shares outstanding; historical--0, pro
forma--6,024,374...........ccceeeeeeennn. -- -- -- -- --
Additional paid-in capital............c.cccccuee 273 (117) -- -- 120(a)
125(b)
84(g)
Foreign currency adjustment...................... 8) 6 -- -- --
Net unrealized holding gains. 10 7 -- -- --
Retained earnings..........c.ccoevvevcivennnns 1,649 (454) -- 304 (10)(d)
4(e)
(10)()
(84)(9)
441(h)
(441)(0)
Total Redeemable Common Stock (aggregate redemption
value $1.7 billion historical; $1.9 billion pro
forma)......cccoeviiiiiiiii 1,926 (559) - 304 229



$ 3,805 $ (1,117) $ (739) $ 468 $ 282

PRO
FORMA
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...........cccceeeeennes --
Investment in construction joint ventures........ --
Deferred income taxes. --
15
Total Current ASSEtS.......ccvvvvevveeeeeeenns 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
LIABILI
Current Liabilities:
Accounts payable............cccociieiiinn $ 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.ccocevvennenne 24
Other.....coooeiieiieeee 33
Total Current Liabilities...........cc.ceeee 295
Long-term Debt, less current portion:
Telecommunications --
Other......ccovvviinieee 133
Deferred INCOMe TaXeS........covvverveeniennins 110
Retirement Benefits..... . 45
Accrued Reclamation COStS..........cccccveeunenne 101
Other Liabilities..... 113
Minority Interest.... 2
Redeemable Common Stock:
Preferred stock.........cocoevvieiiiiininens --
Common redeemable stock:
Class C shares outstanding;
historical--10,093,635 pro forma--0.......... -
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 -
Additional paid-in capital 485
Foreign currency adjustment )
Net unrealized holding gains.. 17
Retained earnings..........c.cccevvvveinennens 1,399

Total Redeemable Common Stock (aggregate redemption
value $1.7 billion historical; $1.9 billion pro

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 PKS would dserfeom that shown in Scenario 1 of the pro fopmesentation, but not above that
reflected in Scenario 2 of the pro forma preseniati

Such pro forma financial statements should be mre@dnjunction with the separate historical cordatiéd financial statements and the notes
thereto of PKS, included elsewhere herein. Suctfgrmoa financial statements are not necessarilicative of the future results of operations
or financial position.

The PKS Board of Directors preliminarily approvegdlan to make a tax-free distribution of its entikenership interest in PKS Holdings, Inc.
to the Class C Stockholders at a special meetinugust 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, tasggc

The significant accounting policies followed by PKigscribed in the notes to its historical consdéd financial statements included
elsewhere herein, have been used in preparingcttrganying pro forma consolidated condensed fiahatatements.

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS

As described in Note 1, the historical consolidateddensed statements of earnings for PKS havedijested to remove the earnings
statement accounts of PKS Holdings, Inc., to réf@dEC as an equity method investment, to rembeestirnings statement accounts
attributable to PKS' investment in

F-83



PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (CONTINUED)

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS (QDINUED) the energy assets due to the pendingtsaltalEnergy
and to give effect to certain other elements offttensaction. The adjustments made in preparafiticeoPKS Pro Forma Consolidated
Condensed Statements of Earnings are describedi:belo

(a) Adjustments made to reflect certain interconypr@venues and expenses recognized between PK$gldnc. and PKS that had been
eliminated in the historical consolidated conderstatements of earnings. The intercompany revean@&xpenses primarily pertain to
certain construction work and coal mine managersentices performed by PKS Holdings, Inc. for PKigh&lated in the consolidated resu
This pro forma presentation requires that theseiegs statement items be reestablished to propefigct the separate operating results of
PKS Holdings, Inc. and PKS.

(b) Adjustments made to reflect an increase irré@stieincome from the cash and cash equivalentstyaRKS Holdings, Inc. upon conversion
of 1.5 million shares of Class C Stock into ClasStDck in Scenario 1 and 3 million shares of Classtock 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 consoliddiathnce sheet of PKS has been adjusted to rerheumatance sheet accounts of PKS
Holdings, Inc., to reflect C-TEC as an equity methmvestment, reflect the pro forma impact of teaging sale of PKS' energy investments
to CalEnergy and to give effect to certain othenednts of the Transaction. In this pro forma badasteet presentation, the Company has
reflected its historical stockholders' equity adeemable common stock due to the repurchase dbligiat the holders of the stock prior to i
listing. The adjustments made in preparation ofRK& Pro Forma Consolidated Condensed Balance Saeetlescribed below:

(a) Adjustments made to reflect the increase i e@sl cash equivalents as the result of the coioveos 1.5 million (Scenario 1) and 3
million shares (Scenario 2) of Class C Stock in@as€ D Stock at the June 30, 1997 Class C Stock pfi$40.00 per share.

(b) Adjustments made to reflect sale of Class xito Messrs. Crowe and Bradbury and the ExparBian Employees.

(c) Adjustments made to reflect certain reclasaifans of account balances when PKS Holdings,dnd.C-TEC Corporation are removed
from the consolidated results of PKS and certateraompany accounts between PKS Holdings, Inc Ri8 that had been eliminated in the
consolidated results.

(d) Adjustments made to record the accrual of aedatimated expenses, including costs for the @laneClass C shareholders of $5 million,
the modification of the conversion terms of the Bretures of $1 million, and legal and other profesal fees of $4 million, incurred as a
result of the Transaction. The majority of the lesyad professional fees are expected to be chaxgaithst 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 thedféa of these arrangements are provided.

(e) Adjustment to reflect the tax effect of the edadjustment.
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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)
(f) Adjustments made to record the accrual of dertatimated United States Federal income taxesateg to be incurred as a result of the
Transaction.

(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 Trading Price of the Class D Stdtle maximum fixed dollar discount is $25.00 pearshwhich assumes a Trading Price of
the Class D Stock of $82.00 per share. The estirfatevalue of the right of the Class R Commoncgtto convert into Class D Stock was
estimated by calculating the present value, usih percent discount rate and an assumed fixedrddibcount of $25.00 per share, using
estimates of expected conversions in each of tkeaight years when the conversion conditions ef@ass R Common Stock are met.

(h) In accordance with EITF 98-which requires this separation of PKS Holdirigs, from Peter Kiewit Sons', Inc. to be accourftadat fair
value, the Company has reflected an adjustmemtédned earnings in the pro forma consolidated ensed balance sheet to recognize a one
time gain for the difference between the estiméa@dvalue and the historical book value of PKS dioyis, Inc. as of June 30, 1997. The
estimated fair value of PKS Holdings, Inc., for poses of this pro forma presentation, is $1 billiomome taxes have not been provided on
this gain as the Transaction is expected to be BRon a tax-free basis.

(i) Adjustment made to reflect the impact of distiting the difference between the estimated fdinesand historical book value of PKS
Holdings, Inc. recognized in adjustment (h) above.

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 Grouphieh were audited by us and are included elsewtherein. Such pro forma adjustments
are based upon management's assumptions descritrelaccompanying notes. Our examination was rimadecordance with standards
established by the American Institute of Certiffiblic Accountants and, accordingly, included spidtedures 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 condensed balance she&igwft Construction & Mining Group as of June 3®@9¥ and the pro forma condensed
statements of earnings for the six months thenanlee historical condensed financial statemergsiarived from the historical financial
statements of Kiewit Construction & Mining Grouphieh were reviewed by us and are included elsewherein. Such pro forma
adjustments are based upon management's assungeiseried in the accompanying notes. Our revies/wade in accordance with
standards established by the American Institut@esfified Public Accountants.

The objective of this pro forma financial infornmatiis 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 provigmsonable 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
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 condehséahce sheet as of June 30, 1997 and
the pro forma condensed statements of earningbéagix months then ended. Based on our reviewglierw 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 AN D REDEEMABLE COMMON STOCK
Current Liabilities:
Accounts payable.........ccocvevvveiiieeeeeees e, $ 173 % 3(d) $ 176
Accrued costs and billings in excess of revenue o
CONLraCtS.....cooiviiiiiieeeeee e -- 180
Accrued insurance costs... -- 85
Other.....ccooiiieee e -- 45
Total Current Liabilities...................... 3 486
Long-term Debt, less current portion............... (10)(e) 6
Other Liabilities...........cccooeveiriiieeinnnns -- 59
Redeemable Common Stock:
Class C shares outstanding; historical 10,093,635
9,030,468
Common redeemable StocK........cccovvvevcccceees 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 Redeemable Common Stock (aggregate redemp tion value $404

million historical; $384 million pro forma).. 559 (54)

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 2 ASSUMING 3 MILLION SHARES OF CLASS C SCK 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 $ (120)(a) $ 7
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.......cccceeeviiiveeeenne (121) 686
Property, Plant and Equipment, net................. -- 201
Investments - 87
Other Assets - 22
$ (121) $ 996
LIABILITIES AN D REDEEMABLE COMMON STOCK
Current Liabilities:
Accounts payable...............ccceeenrennnnn. $ 3(d) $ 176
Accrued costs and billings in excess of revenue o
CONraCtS.....ccovviiiiiieeeeeee e -- 180
Accrued insurance costs... - 85
Other.....ooiiic e - 45
Total Current Liabilities...................... 3 486
Long-term Debt, less current portion............... (10)(e) 6
Other Liabilities...........cccooveininieeinnns - 59
Redeemable Common Stock:
Class C shares outstanding; historical 10,093,635
7,530,468
Common redeemable StocK.........cccvvvvvccceeeee e 572 (120)(a) 458
(2)(b)
1(c)
(3)(d)
10(e)
Foreign currency adjustment........cccccceeeeees. L (6) - (6)
Unrealized holding gain (10SS)......ccccoeeeeeees (@) - (@)
Total Redeemable Common Stock (aggregate redemp
million historical; $324 million pro forma).. (114) 445
$ (121) $ 996

The accompanying notes are an integral part oktpes forma condensed financial statements.
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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.

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 int
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS (RDINUED) Class D Stock in Scenario 1 and 3 millelmares of
Class C Stock into Class D Stock in Scenario 2.iftezest rate used to calculate the reductionterést income approximates the average
rate earned by the Company during the 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 conversionsr&fore, the potential borrowings have not beelectfd in the Pro Forma Financial
Statements. The Construction Group has reflectégteease in interest income from the use of thdsuo pay the conversions. The Group
does not believe that the difference between tkeéraein interest income and the interest expessea@ated with potential borrowings would
be material.

(b) Adjustments made to reflect tax effect of thewse adjustments.

(c) No adjustment has been made for the decreastenest expense due to the assumed conversiclass 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. In
this pro forma balance sheet presentation, the @agnpas reflected its historical stockholders' ggas redeemable common stock due to the
repurchase obligation to the holders of the stdtle adjustments made in preparation of the Compamg' forma 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 adjustim(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 lesyad 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 ClagSonvertible Debentures to Class C Stock.
4. EARNINGS PER SHARE

Primary and fully diluted earnings per share of own stock have been computed using the weightedgeeumber 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

A-1



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 consolidated revenues682 million. Of those revenues, 6% were attriblgdb its information services business,
56% were attributable to its telecommunicationsress (giving effect to the consolidation of[EC's revenues) and 36% were attributab
its coal mining business. In 1996, the Diversifteésbup did not have significant revenues attribwgablits energy business because the
revenues from CalEnergy ($576 million in 1996), dleént Venture Energy Projects and Northern Elegilt are not consolidated with those
of the Diversified Group. Financial information athéhe Diversified Group's foreign and domesticrafiens and industry segments is
contained in Note 16 to the Diversified Group'sificial statements, which are part of Exhibit 9@ B-orm 10-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 BBugtte 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 variEgreements with Commonwealth Edison Companynff@onwealth Edison") which
stipulate delivery and payment terms for the sélepal. The agreements as amended provide foretgliof 100 million tons during the peri
1997 through 2014, with annual shipments rangiogfiL..8 million tons to 13.1 million tons. Theseideties include 20 million tons of coal
reserves previously sold to Commonwealth Edisamceési1993, the amended contract between Commonwediltbn and Black Butte
provides that Commonwealth Edison's delivery commaiits will be satisfied, not with coal producedhirthe Black Butte mine, but with cc
purchased from three unaffiliated mines in the RavRiver Basin of Wyoming. The contract amendmdote Black Butte to purchase
alternate source coal at a price below its prodaatbsts, and to pass the cost savings througbrtan@nwealth Edison while maintaining 1
profit margins available under the original contrac

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 apmately $1.6 billion, based on
December 1996 market prices. Of this amount, $2i&mis 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 gowent through the Bureau of Land
Management, with two state governments (Montanavdydming), 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 "cldhlaws 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
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by rail to utilities outside Montana and WyomindélDecker and Black Butte mines are each serveddiygle railroad. Many of their
western coal competitors are served by two railsaat such competitors' customers often benefit fower transportation costs because of
competition between railroads for coal hauling bass. Other western coal producers, particuladgehn the Powder River Basin of
Wyoming, have lower stripping ratios (I.E., the ambof overburden that must be removed in proportiothe amount of minable coal) than
the Black Butte and Decker mines, often resultmtpwer comparative costs of production. As a re$(CP's production costs per ton of coal
at the Black Butte and Decker mines can be as rasd¢bur and five times greater than productionscoftertain competitors. KCP's
production cost disadvantage has contributed tagtsement to amend its long-term contract with @omwealth Edison Company to
provide for delivery of coal from alternate sournmes rather than from Black Butte. Because ofdleest disadvantages, KCP does not
expect that it will be able to enter into long-tecoal purchase contracts for Black Butte and Depkeduction as the current long-term
contracts expire. In addition, these cost disachgag may adversely affect KCP's ability to compatapot sales in the future.

ENVIRONMENTAL REGULATION. PKS is required to complyith various federal, state and local laws andil@ipns concerning
protection of the environment. KCP's share of leddamation expenses in 1996 was $5 million. KGR&are of accrued estimated reclame
costs was $99 million at the end of 1996. PKS dug®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 similarlyeated 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 Decer®®6, CalEnergy and KDG acquired Northern Eleqili; 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 StogkHanges. In 1996, CalEnergy had revenue of $51®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 @aly'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 tiessamortized 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 CalEgesigares is $292 millior

AGREEMENT TO SELL INTERESTS IN CALENERGY AND INTERETS IN JOINT VENTURE ENERGY PROJECTS. On September
10, 1997, KDG entered into the CalEnergy Agreemstiit CalEnergy. Under the CalEnergy Agreement, @Galgy agreed to repurchase
KDG's entire ownership interest in CalEnergy's cammstock and to acquire KDG's entire ownershipreégein the Joint Venture Energy
Projects and Northern Electric plc.

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 approxign@@%b of CalEnergy's outstanding common stock. Jdiat 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
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44% interest in the Patuha project, the 30% intenethe Bali project and the 30% interest in CEdalic UK plc (the parent of Northern
Electric plc). In addition, KDG has agreed to tfansts 50% interests in all of the other powerjpcbd opportunities developed under the
international joint venture agreement with CalEgerg

The CalEnergy Agreement provides that CalEnergypay $1,155,000,000 for KDG's ownership interésthe Joint Venture Energy
Projects and the CalEnergy common stock (subjecétimin upward or downward adjustments not to esc20 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. If either party terminates@aEnergy Agreement as a result of a
breach by the other party of its representatiomsranties, covenants or agreements under the QaleAgreement, then the breaching party
must pay the other party a termination fee of $#ilan. PKS estimates that the sale to CalEnergynesult in a one-time after tax gain in
1998 to PKS and KDG of approximately $300 milliand elimination of KDG net income attributable talEnergy, the Joint Venture Enel
Projects and Northern Electric plc, which was $8iam in 1996 and is expected to be approximaté$ illion, prior to the effect of one-
time events, in 1997. The sale to CalEnergy aldlor@sult in a substantial increase (approxima&9¢0 million) during 1998 in the cash, c:
equivalents and other short-term investments heldDG. Diversified Holdings expects to use subgtdiytall of these funds in connection
with the Expansion Plan (as described below).

Concurrently with the execution of the CalEnergyr@ement, CalEnergy and KDG executed a Confidetytjéitandstill, and Noncompetition
Agreement (the "CSN Agreement") which will termi@dtthe CalEnergy Agreement were to be terminaté@ CSN Agreement provides
that for the period commencing on the date of thlEE@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 ofiatfts, competes with any business or
activity presently engaged in by CalEnergy. In &ddi for the period commencing on the date ofGla#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 securitiesabE@ergy or any of its subsidiaries, (ii) seek mgmse, or, as to any of the following
occurring prior to the closing under the CalEnefgyeement, unless approved by a majority of theentrdirectors 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
(iii) 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 independeritegawl power producer in the world today (base€aliEnergy's estimate of electric
generating capacity in operation and under contstiic 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 acduog significant ownership in three natural gaseimdectric cogeneration facilities located in
New York, Texas and Pennsylvania and a relatedrgasmission pipeline
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POWER GENERATION PROJECTS. Power generation faedliare 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 {imanced), and developmental (with
executed and awarded power sales contracts). Qajfeowns (i) 1,527 MW in 21 operating facilitiesttvi3,510 MW of capacity, (ii) 131
MW in 4 projects under construction, with 335 MWaalpacity and (iii) 676 MW in 8 development stagejgcts, with 1,630 MW of capacit

OPERATIONS--U.S. GEOTHERMAL PLANTS. CalEnergy opsaseveral geothermal power plants in Southerifiodah, 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% interest®ur Imperial Valley projects for $70 million, CalErgy is now the full owner of the eight
Imperial Valley projects. Operations of the Salgea Unit IV in the Imperial Valley began in 1996ljdwing completion of construction.

These twelve geothermal plants have certain confestmres. CalEnergy is the operator of each pkenth 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 basexpre-set schedule. Thereafter, while
the basis for the capacity payment remains the sra@equired energy payment is Edison's thereotipublished "avoided cost of energy"
as determined by the California Public Utility Coission. 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 1996IEnergy completed the acquisition of Falcon SeabB&sources, Inc.,
including its ownership interest in three operatyag-fired cogeneration plants located in New Ydkkas 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 paselagreements. CalEnergy also owns and operaeMsV gas-fired cogeneration
facility in Yuma, Arizona.

OPERATIONS--PHILIPPINES GEOTHERMAL.

UPPER MAHIAOQ. Construction of the Upper Mahiao aijwas completed in June 1996. The project opgrabmpany is receiving full
capacity payments under the "take or pay" provisioithe contract pending completion by the nalipoaver company of a full transmission
line.

In 1994, construction began on the Upper Mahiageletoa 119 gross MW geothermal project on theiffiile island of Leyte. The project
was built by and is owned and operated by CE Cedatli@rmal Power Company, Inc. ("CE Cebu"), a Ppitip corporation owned by
CalEnergy. The project will sell 100% of its cagpan a "take-or-pay" basis to PNOC-Energy DeveleptrCorporation ("PNOC"), which
will in turn sell the power to the National Poweorforation 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 suppliertéctricity 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 $218 million. A consariiof international banks provided approximatelg&illion in project-financed
construction loans, supported by political riskurance from the Export-Import Bank of the Unitedt8$ ("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
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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 Privatedtmaent Corporation ("OPIC"). The financing is ctdlalized by all the assets of the proj

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 provitkgd®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 capac#yen 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. Paymentsrihd 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 comgpteon time but the required transmission line m@scompleted 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 pec} was started by Magma, prior to its acquisibgrCalEnergy. 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. CalEggs 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,yamntsto 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 111) will betransferred to PNOC ten years after
commercial operations begin on Unit IIl.

OPERATIONS--ENGLAND.
See discussion under heading "International Enexlgythern Electric Acquisition” below.
CONSTRUCTION--PHILIPPINES AND INDONESIA.
See discussion of the Mahanagdong, Casecnan, a&nd Projects under the heading "International Eyfeloglow.
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GEOTHERMAL POWER PRODUCTION PROCESS. Until 1996 thajority of CalEnergy's projects were geotherpnajects. The
following is a summary of the geothermal power prcttbn process. First, the developer locates sigitgbothermal resources, drills test w
secures permits, negotiates long-term power cdstmith an electric utility, and arranges financiSgcond, the project is constructed. Third,
the facility is operated and maintained. Projegeneies from the sale of electricity are appliedgerating costs, rent or royalties, and
principal and interest payments on debt incurreagéguisition and construction costs. Geothermsduieces suitable for commercial
extraction require an underground water reservedtdd to high temperatures. Production wells dliedito release the heated fluid under
high pressure. Wells are usually located within ongvo miles of the power plant. From well hedtisd flows through pipelines to a series
of separators where it is separated into watemghband steam. The steam is passed through ad¢usbiich drives a generator to generate
electricity. Once the steam has passed througtuth@e, it is then cooled and condensed backvrater which is reinjected through wells
back into the geothermal reservoir. Under propeddmns, the geothermal power is a renewable gngogrce, with minimal emissions
compared to fossil fuel power plants. The utiliaatdf geothermal power is preferred by certain gowvesnts in order to minimize the import
(E.G., the Philippines), or maximize the expori@E.Indonesia) of hydrocarbons. Geothermal powglities presently enjoy federal tax
benefits and favorable utility regulatory treatmienthe 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 ap@ct operator. The agreement expires in 2001.

On September 10, 1997, KDG entered into the Calisn@greement pursuant to which KDG has agreedltas€alEnergy all of its interes
in CalEnergy, the Joint Venture Energy Projects ldocthern Electric plc. See "--CalEnergy Compamg, 'l

MAHANAGDONG. In 1994 construction began on the Mahagdong Project, a 165 gross MW geothermal prajedhe Philippine island of
Leyte. The project will be built, owned and opedaly CE Luzon Geothermal Power Company, Inc. ("CE&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, includingerest during construction, project contingencste@and a debt service reserve fund. The
capital structure consists of a project financingstruction and term loan of $240 million providedOPIC, Extim 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 commercialées The financing is collateralized by all of #wsets of the project. The project was
constructed by the Construction Group under fixadep 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, Casecnhan, a Philippimgoration, started construction on a combinédation and 150 gross MW
hydroelectric power generation project (the "CasedAroject") located in the central part of thdippine island of Luzon. The project will
include diversion structures in the Casecnan amdRivers that will divert water into a 14 milenig tunnel. The tunnel will transfer the
water from the Casecnan and Denip Rivers into Hr@dbangan Reservoir for irrigation and hydroelectse in the Central Luzon area. An
underground powerhouse at the end of the wateetwil house a power plant with 150 MW capacitytwo mile long tailrace tunnel will
deliver water from the water tunnel and the new @dwuse to the Pantabangan Reservoir.

The project is being developed under a projectaagemt between CE Casecnan and the National lwigd&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 partitgin 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 operafp@niod. During the operating period, NIA is obligd to accept all deliveries of water and
energy, and NIA will pay the CE Casecnan a guaeghfee 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 pursuémt Hanbo Contract, a fixed-price, date-certmimkey construction contract, on a
joint and several basis by Hanbo and HECC. As of Mal997, CE Casecnan terminated the Hanbo Camtugcto defaults by Hanbo a
HECC including the insolvency of each such comp#&ity.Casecnan entered into the Replacement Conitaetwork under the Replacement
Contract will be conducted by a consortium of caators and subcontractors including Siemens A.@ze8 Hydro Ltd., Black & Veatch and
Colenco Power Engineering Ltd. and will be headg@boperativa Muratori Cementisi CMC di Ravenna Bngressa Pizzarottie & C. Spa,
(collectively, the "Replacement Contractor").

In connection with the Hanbo Contract terminatida Casecnan tendered a certificate of drawing te&dirst 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 Hanbo Contraetrésult of KFB's dishonor of the draw request,@Secnan filed an action in New York
State Court. That Court granted CE Casecnan's sefprea temporary restraining order requiring KiéBleposit $79,329,000 the amount of
the requested draw, in an interest bearing acasithtan independent financial institution in theitéd States. KFB appealed this order, but
the appellate court denied KFB's appeal and on May 997, KFB transferred funds in the amount &,$29,000 to a
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segregated New York bank account pursuant to thet@oder. In August, the Court granted summargjodnt in CE Casecnan's favor,
ruling that KFB had wrongfully dishonored the draut KFB has appealed this ruling.

On August 6, 1997, CE Casecnan announced thas ishaed a notice to proceed to the Replacementdbor. The Replacement Contractor
was already on site and is expected to immedi&tély mobilize and commence engineering, procurenaer construction work on the
Casecnan Project. The receipt of the letter ofitfaedds from KFB remains essential and CE Caseavitiitontinue to press KFB to honor
clear obligations under the letter of credit anguosue Hanbo and KDB for any additional damagissnar out of their actions to date.

DIENG, PATUHA AND BALI. The Dieng, Patuha and Baliojects in Indonesia represent ongoing, phaseltwelopment and construction
programs through the year 2000 of 1,200 MW undetreat, to be brought into commercial operatioraanodular basis as the steam fields
are concurrently drilled and developed. On Junel297, CalEnergy announced that its special-purpabsidiary, CE Indonesia Funding
Corp., entered into a $400 million revolving crefditility (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 phaseaapacity at this site of 215 MW. It is
estimated that the total project cost of thesesumill be approximately $450 million. The next pbas 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-developirggathermal power plant in the Patuha geothermial fireJava, Indonesia (the
"Patuha Project") pursuant to a joint operationticot and an energy sales contract, each of witinbamns terms substantially similar to those
described above for the Dieng Project. Patuha Pataeiintends to proceed on a modular basis simdlahe Dieng Project, with an aggregate
capacity of up to 400 MW. The total cost of theuPat Project is estimated to be approximately $iobil

BALI. CalEnergy, KDG and PT Panutan Group, an Ireian consortium of energy, oil, gas and mining ganies, have formed a joint
venture to pursue the development of geothermalress in Bali (the"Bali Project"). The PT Panu@moup is entitled to contribute up to
40% of the total equity and obtain up to 40% ofrtlkeé profit of the Bali Project. The project compaleveloping the Bali Project has execl
both a joint operation contract and an energy sadafract 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 developnm@oject with the same ownership structure as tHeMaject. The joint operation
contract, energy sales contract and major perraitently are being negotiated.

RECENT INDONESIAN GOVERNMENTAL ANNOUNCEMENT REGARING POWER PROJECTS IN INDONESIA. On September 20,
1997, a Presidential Decree was issued in Indongsiaiding for government action to the effecttthia order to address certain recent
fluctuations in the value of the Indonesian cursertice startdp dates for a number of private power projectsldibe: (i) continued accordir

to their initial schedule (because constructiorcpss was underway),

(i) postponed as to their start-up dates (bectumgare not yet in progress) until economic caod# have recovered, or (iii) reviewed with a
view to being continued, postponed or rescheduledending on the status of those projects. In #herd®, Dieng Units 1, 2 and 3 are
approved to continue according to their initialedhle; Patuha Unit 1 and Bali Units 1 and 2 aneteive further review to determine
whether or not they should be continued in accareamth their initial schedule; and Bali Units 3dafh, Patuha Units 2, 3 and 4 and Dieng
Unit 4 are to be
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postponed for an unspecified period. In this regéghould be noted that contracts and governmedertakings for the Dieng, Patuha and
Bali projects do not by their terms permit suchegislby the government and that political risk iasuwe coverage for its Indonesian projects
has been obtained. Moreover, since the Decreessasd, officials in the Government of Indonesiacheanfirmed that the Indonesian
government intends to fully honor its contractualigations and does not intend to impact the scleedfuany projects for which financing h
already been arranged or on which constructionieélar well drilling work has already commenced] amce Patuha Unit 2 and all projects
in the "future review category" meet one or botlhafse standards, CalEnergy and KDG believe tleasthedule for these projects should
be delayed. CalEnergy and KDG do not believe thgtdelay in the "postponed” category of projectt mdve a material adverse effect on its
planned operations in Indonesia, since all butafrthese units were not scheduled to commence remtisin until after 1998. CalEnergy and
KDG believe that, given Indonesia's demonstratestirier power and its emphasis on diversifying &elirces and maintaining sufficient
amounts of oil for export, projects are signifidgrgdvantaged by their indigenous geothermal foatee and will all proceed. However, until
further information is made available by the Indasiaa government with respect to the projects thatiader review or postponed, no
assurance can be given that such will 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 Decam®E Electric acquired majority ownership of Nah Electric. The total amount
expected to be paid for all Northern Electric'srehas approximately $1.32 billion. CE Electric exfs 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 ¢etmphe acquisition will be provided under a tdoan and revolving credit facility.

Northern Electric is one of the twelve regionalotlieity companies created by the privatizationtha electricity industry in the Unite
Kingdom in 1990. Since the regional electric companvere 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 eletgrdistribution markets in the United States avarldwide. Northern Electric is primarily
engaged in the distribution and supply of eledfriai its authorized franchise area in northeagil&md. 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) arnEkating 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 igepCalEnergy 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.

C-TEC CORPORATION

C-TEC is a diversified international telecommuniicas and high technology company with interestedal telephone, long-distance
telephone, cable television, and engineering anthzenications services. C-TEC is a Pennsylvaniaaratjpn and has its headquarters in
Princeton, New Jersey. C-TEC common stock is tradethe Nasdaq National Market and the Class Bk3toguoted on Nasdaq and traded
over the counter. In 1996 C-TEC had revenue of $8#lion, EBITDA (earnings before, interest, taxdepreciation 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 @if8llion), Commonwealth Long Distance ($35
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million), Commonwealth Communications ($29 millipand RCN Telecom Services ($4 million). On Septend®, 1997, C-TEC completed
a tax-free restructuring that divided C-TEC intceth public companies. See "--C-TEC Restructuring."

KIEWIT'S SHARE. In 1993 KDG purchased a controllingerest in C-TEC. Through a subsidiary, KDG ow@$%b6 of the outstanding shares
of C-TEC common stock and 66% of the C-TEC Clag®®Bmon stock. Holders of common stock are entitbeaine vote per share; holders
of Class B stock are entitled to 15 votes per sh€lpe&s thus owns 48% of the outstanding sharesisbentitled to 62% of the available votes.
Since KDG has voting control, KDG must consolidatd EC within its financial statements. On KDG'sdrale sheet, each asset and liability
of C-TEC is added to the similar items for the lKDG. The 52% of C-TEC that it does not ownudsacted as a single item ("minority
interest") on KDG's balance sheet. KDG keeps todtke carrying value of its C-TEC investment. "yarg value" is the purchase price of
shares plus the investor's proportionate shareeoinivestee'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 KB®3.3 million shares of C-TEC (at
$23 5/8 per share of common and Class B stock)$8&S million.

C-TEC CABLE SYSTEMS. C-TEC Cable Systems is a ctdllevision operator with cable television systdatated in New York, New
Jersey, Michigan, and Pennsylvania. The companys@md operates cable television systems serving33&ustomers and is the majority
owner and manager of cable television systemsavithdditional 40,000 customers, ranking it amogtdp 25 multiple system operators in
the United States. The company must periodicalbk senewal of franchise agreements from local gowent authorities. To date, all of
Cable Systems' franchises have been renewed ordedegenerally at or prior to their stated expireg and on acceptable terms. Compet
for the Cable Systems' services traditionally hase from providers of broadcast television, videwtals, and direct broadcast satellite
received on home dishes. Future competition is eegefrom telephone companies.

COMMONWEALTH TELEPHONE COMPANY. Commonwealth Telepte Company is a Pennsylvania public utility praviplocal
telephone service to a 19 county, 5,067 squaresaitéce territory in Pennsylvania. The telephoompany services 240,000 main access
lines, an increase of 5.7% over 1995. The comp&u/m@ovides network access, long distance, atiddpiind collection services to
interexchange carriers. The telephone companyisdsscustomer base is diverse in size as weticasiry, 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 gratdéas as a rural telephone company with respebgtprovisions of the
Telecommunications Act of 1996. This status wifbadl limited protection to the company's primarilyral customer base from a rapid
transition to local exchange competition. In Jagud&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 commitmenhétwork modernization.

COMMONWEALTH LONG DISTANCE. Commonwealth Long Distee operates principally in Pennsylvania. The commegan

operations in 1990 by servicing the local servieaaf the Commonwealth Telephone Company. In E@P1993, sales offices were opened
in other areas of Pennsylvania. During 1996, thmpamy continued statewide certification and isifted now in 47 states. The company
provides switched services, is a reseller of sévgpas of services, and employs the networks wéis# long distance providers on a
wholesale basis.

COMMONWEALTH COMMUNICATIONS. Commonwealth Communigans Inc. provides telecommunications engineeand facilities
management services to large corporate clientqitats and universities throughout the Northeastémited States and sells, installs and
maintains PBX systems in Pennsylvania and New ye@emmonwealth Communications also provides cabtédata network engineering
and project management of network constructions ghoup is being combined with Commonwealth TeleghGompany and will focus on
the Eastern Pennsylvania market.
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RCN TELECOM SERVICES. RCN Telecom Services providesl and long distance telephone service, videgramming and internet
access to households located in New York City aost@&. RCN currently has 417 signed building aceggssements 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 Marchd® The fiber-based customers are served by fasildf MFS. Telephone service in
New York is provisioned on the fit-based network and through the resale of the NYNMEXvork.

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 650,0@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 gees 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 servi

RCN is a competitor to the incumbent telephonecaaiile television companies, primarily NYNEX, Timeawder Cable and Cablevision
Systems.

C-TEC INTERNATIONAL. In January 1995, C-TEC purckdsa 40% equity position in Megacable, Mexico'sedargest cable television
operator, currently serving 174,000 subscribel®iities.

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 wotkhmispecific implementation process. Companiegparmitted to combine historically
separate lines of business into one, and provideowed services in markets of their own choiceaddition, there will be relief from the
earnings restrictions and price controls that hgaeerned the local telephone business for manysyesadl were imposed on the cable industry
in 1992 by the Federal Cable Television Consumeteetion and Competition Act of 1992 (the "1992'AcThe rate regulation provisions of
the 1992 Act have not had a materially adverseceffie C-TEC's financial condition and results oé@giions. With the passage of the 1996
Act, all cable systems rates are deregulated astafé competition enters the franchise area, dvibych 31, 1999, whichever comes sooner.
C-TEC anticipates that certain provisions of th82L8.ct that do not relate to rate regulation, sasthe provisions relating to retransmission
consent and customer service standards, will refliioee operating margins.

C-TEC RESTRUCTURING. On September 30, 1997, C-TB@eted a tax-free restructuring that divided GZTiBto three public
companies: C-TEC, which changed its name to "Conmmeaith Telephone Enterprises, Inc.," RCN and Chhéhigan, 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
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businesses: its competitive telecommunicationsiceswperations in New York City and Boston; itbleaelevision operations in New York,
New Jersey and Pennsylvania; its 40% interest igddable S.A. de C.V., Mexico's second largest cajpézator; and its long distan
operations (other than the operations in certadasof Pennsylvania). Cable Michigan, Inc. ownsapetates cable television systems in the
State of Michigan and owns a 62% interest in Mercimm., a publicly held Michigan cable televisiopesator.

In connection with the restructuring, on August 2997, the Diversified Group converted 3,000,008rsh of C-TEC Class B Stock into
3,000,000 shares of C-TEC Common Stock, pursuaitietérticles of Incorporation of C-TEC, as amend&sl a result of such conversion,
the Diversified Group owned 11,226,262 shares GHG Common Stock, representing 48.44% of the oudstg 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 ISt6eTEC 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 s8lied and outstanding shares of common stock dé G4ibhigan ("CM Common
Stock"), to holders of record of C-TEC Common Staokl C-TEC Class B Stock as of the close of businesSeptember 19, 1997 (the
"Record Date") on the basis of one share of RCN i@omStock for every share of C-TEC Common Stock-GrEC Class B Stock held of
record on the Record Date and one share of CM CanBtack for every four shares of C-TEC Common Stmck-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 sltdr€-TEC Common Stock issued and outstandind beaiombined into validly
issued, fully paid and nonassessable shares of Cd&nmon Stock and every three shares Class B &wg&d and outstanding shall be
combined into two validly issued, fully paid andnassessable shares of C-TEC Class B Stock. OdatetCTEC shareholders approved
amendment of its Articles of Incorporation for fh@rpose of changing its name to "Commonwealth Telap Enterprise, Inc."

As a result of these transactions, the Diversi@dup now holds 13,320,485 shares of RCN CommookS®330,121 shares of CM
Common Stock, and 8,880,323 shares of Commonw&el#phone Enterprises Common Stock. In each dasewnership represents
approximately 48.5% of the company's outstandingroon stock.

The board of directors of C-TEC concluded thatdis¢ributions were in the best interests of theehalders 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 alternatives available, (ii) faatiét possible future acquisitions and joint ventnvestments by RCN and Cable Michigan and
possible future offerings by RCN,

(iii) allow the management of each company to foatliention and financial resources on its respediivsiness and permit each company to
offer employees incentives that are more diredtiydd to the performance of its respective busin@gsfacilitate the ability of each compa
to grow in both size and profitability, and (v) pet investors and the financial markets to bettetarstand and evaluate C-TEC's various
businesses.

PKS INFORMATION SERVICES, INC.

PKSIS is a full service information technology caanpg which provides computer operations outsoureimg) systems integration services in
the U.S. and abroad. PKSIS offers custom-tailomdputer outsourcing services. PKSIS' technologyedige encompasses all computing
environments from mainframes to client/server platfs. PKSIS also provides network and systems iiatieg and network management
services for various computers platforms. In additPKSIS develops, implements and supports apjgitasoftware. PKSIS' strategy is to
focus on assisting its customers in migrating fidased computing and networking environments to /TR Retwork platforms accessed us
Web browsers.
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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 camgienvironment. PKSIS believes that it is abletitize its expertise and experience, as
well as operating efficiencies, to provide its @uting customers with levels of service equalrtbeatter 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/IPglea 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. Ghrthe 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 engineering figeitithe National Technology Park in Limerick,l¢éned, to undertake large scale
development projects, system conversions, and @slaicturing and software re-engineering. PKSISdiso 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 systemsiémtserver 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, foerttairoad in Orange County, California. The fullytomated highway uses an electronic toll
collection system and variable pricing to adjufistto demand. Capital costs at completion wered$18lion, $110 million of which was
funded with limited recourse debt. Revenue coliécteer the 35-year franchise period is used foratpey expenses, debt repayment, and
profit distributions. The tollroad opened in Decenth995 and achieved operating break-even in 1096r 80,000 customers have registered
to use the tollroad and weekday volumes exceedR6;6hicles per weekday.

UNITED INFRASTRUCTURE COMPANY

UIC is an equal partnership between Kiewit Infrasture Corp., a wholly owned subsidiary of KDG, @wethtel Infrastructure Enterprises,
Inc. ("BIE"). UIC was formed in 1993 to develop MoAmerican infrastructure projects. During 1996CUegan to focus primarily on water
infrastructure projects, principally through U.Sa&fr, 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 pursisirgilar concessions nationwide. KDG
has invested $8 million through UIC in U.S. WatéRG has also invested $3 million through UIC inpgart Group International Inc. to
develop airport privatization projects.

KDG recently reached agreement to sell its oneih#dfest in UIC to BIE. Consummation of the salsubject to negotiation and execution
of a definitive sales agreement and receipt of gymieite board approvals. It is expected that tharftial consequences of such sale would be
immaterial to KDG.
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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 purchagetlire 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, Shddgrm Government Portfolio, Intermediate-Term Bdétattfolio, Tax-Exempt Portfolio,
and the Equity Portfolio. In February 1997, the éfadopted 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 D360%) and the Construction
Group (40%). At the end of 1996, Kiewit Mutual Fumad net assets of $883 million.

OTHER

In February 1997, KDG purchased an office buildm@urora, Colorado for $21 million. By investing ieal estate, KDG defers taxes on a
portion of the $40 million of taxable gain otheraisecognizable with respect to the Whitney Bendfigation settlement in 1995. KDG may
make additional real estate investments in 1991 witiew toward deferring the balance of that téxaiain. KDG has also made investments
in several development-stage companies, but daesxpect earnings from these companies in 1997.

GENERAL INFORMATION

ENVIRONMENTAL PROTECTION. Compliance with federakate, and local provisions regulating the discharfgmaterials into the
environment, or otherwise relating to the protatid the environment, has not and is not expeaidthte 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 distrilbusiegment are described as part of the generaidsssdescription of the CalEnergy and
International Energy projects. The properties eftédlecommunications segment include those of C:§EGmmonwealth Telephone
Company (switching centers, cables and wires camtethe telephone company to its customers, aherdelephone instruments and
equipment), C-TEC Cable Systems (head-end, disimiband subscriber equipment), and various officé storage buildings. PKS considers
its properties to be adequate for the present aredéeable requirements of Diversified Holdings.

LEGAL PROCEEDINGS

GENERAL. PKS and its subsidiaries are parties toyrzending legal proceedings. Management beliéhagsainy resulting liabilities for leg
proceedings, beyond amounts reserved, will not madlieaffect the financial condition, future resubf operations, or future cash flows of
Diversified Holdings.

ENVIRONMENTAL PROCEEDINGS. In a large number of peedings, PKS, its subsidiaries, or their prederessre among numerous
defendants who may be "potentially responsibleigsirtiable for the cleanup of hazardous substadepssited in landfills or other sites.
Management believes that any resulting liabilifsenvironmental legal proceedings, beyond amoregsrved, will not materially affect the
financial condition, future results of operationsfuture cash flows of Diversified Holdings.
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APPENDIX C
[LOGOQO]
November 10, 199

The Board of Directors
Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, NE 68131

Dear Gentlemen:

We have acted as financial advisor to Peter Ki8aits', Inc. ("PKS") in connection with the propogéah 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 Rerdable Convertible Exchangeable Common Stock, alaevé.0625 per share ("Clas
Stock™), to exchange (the "Share Exchange") suahestfor shares of Common Stock, par value $.05hpane (the "Exchanged Shares"), of
PKS Holdings, Inc., a newly formed, direct, whadiywned 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 $.0kbpare (the "Class R Common Stock"), with respeetach then-outstanding share of
Class C Stock. The Class R Stock will be converigalshares of Class D Diversified Group ConveetiBkchangeable Common Stock, par
value $.0625 per share ("Class D Stock") accorthrifje terms set forth in the Proxy Statement &imed below). The eighenths of a shau

of Class R Common Stock will attach to the Exchangkare 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 viems to the fairness of the Reorganization to
the stockholders of PKS, including both the ClasSt@kholders and the Class D Stockholders. Thedae@ation 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 Reorganimats 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;

(iii) conducted discussions with members of managr@of PKS, KCG and KDG with respect to the histakiand current businesses and the
future prospects of KCG and KDG, the anticipatdda$ of the Reorganization on the capital strietucash flows and operations of KCG
and KDG

(iv) reviewed public information as filed with tf8ecurities and Exchange Commission relating to 35 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 assumedrafiedd upon, without assuming responsibility fodépendent verification, the accuracy
and completeness of all information reviewed byWs.have also assumed, based upon the informatiahvnad been provided to us and
without assuming responsibili



for independent verification thereof, that no mialarndisclosed or contingent liability existed wiespect to PKS, KCG, or KDG.

In addition, we have not made an independent etiatuar 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 dadgsesently intend to make a market, in any ofseurities to be issued in the
Reorganization. This opinion does not represenbgurion as to the value of the securities of KG&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 aggee30,000 shares of Class D Stock.
We are acting as financial advisor to PKS and reiteive a fee for our services.

Based upon and subject to the foregoing, it isoimion that as of the date hereof, the Reorgainizag fair to both Class C Stockholders and
Class D Stockholders from a financial point of viédur conclusions are based solely on informatiailable to us on the date of this letter.

Very truly yours,
GLEACHER NATWEST INC.

By: /s/ JAMES GOCODW N

James Goodw n
Managi ng Director
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APPENDIX D

FORM OF RESTATED CERTIFICATE OF INCORPORATION
OF PKS HOLDINGS, INC.

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 4, 1997.

2. Pursuant to Sections 242 and 245 of the Gefengdoration 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,
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 ctedtioc 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 stauich 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 ar®lows:

I. PREFERRED STOCK

Subject to the limitations prescribed by Delawang bnd 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, limitatsoor restrictions thereof, as shall be detern
by the Board of Directors in a resolution or resiolos providing for the issuance of such Prefe&mtk;



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 sgwand outstanding.

(C) Ten shares of the Common Stock are hereby nlsid as Common Stock, Non-Redeemable Seriesidtite,powers, preferences,
privileges and limitations of Common Stock, NBedeemable Series shall be identical to thosd offar shares of Common Stock, excef
described in ARTICLE SIXTH hereof.

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 By-laws. A majority of the whole Board of Dirergeshall 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 lesgjuired to constitute the act of the Board of Divex:

(2) Qualifications of Directors.

(a) No more than three (3) directors may be noigédirectors, and the balance must be inside tirecas defined in this subparagraph (A)

Q).

(b) An "inside director" is a director who is eitteecurrent inside director or a former inside cliog, as each of such terms is defined in this
subparagraph (A)(2).
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(c) A "current inside director" is a director whpié a current Common stockholder of the Corpaorat(ii) is currently an officer of either (A)
the Corporation or (B) a Subsidiary which is enghgemarily in the construction, mining or matesidusinesses; and (iii) was continuously
employed by the Corporation, its predecessor, fopaeent corporation or such a Subsidiary for asteight (8) years before becoming a
director.

(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 tiat limitation on non-inside directors requireddmpparagraph (A)(2)(a) is satisfied.
However, if as a result of the change in such thrsstatus such non-inside director limitatiornvadobe 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 votsuah 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 nunftgrod directors multiplied by the number
of his shares shall equal, or by distributing suectes on the same principle among any number d¢f 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 andldtolders:

(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 corpomatipartnership, joint venture, trust or other gprise to the fullest extent permitted
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under subsections 145(a), (b), (c) and (e) of telmWare General Corporation Law or any succesatutst

(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 othenvieth as to action in his official capacity asd@action in another capacity while holding
such office, and shall continue as to a person hdsoceased to be a director, officer, Employegeniand shall inure to the benefit of the
heirs, executors and administrators of such a perso

(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 ondharrd 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 @ty 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 upl@ holders or owners thereof the right to
convert the same into shares of stock of the Catjmr, 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 issiped 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
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the laws of the State of Delaware, unless and aathorized so to do by resolution of the Boar@diséctors, or by 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 exercise the
powers of the Board of Directors in the managenoétiie business and affairs of the Corporationepkthe powers to amend the by-laws, to
declare dividends and to act contrary to any agii@viously undertaken by the Board of Directorg] enay have power to authorize the seal
of the Corporation to be affixed to all papers vhigay require it, said committee or committeesaeehsuch name or names as may be state
in the by-laws of the Corporation or as may be mheitged from time to time by resolution adopted bg Board of Directors; and

(10) Additional Powers. The Corporation may inkiyslaws confer powers upon its Board of Directorgaddition 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 thtters described in this paragraph (C),
the Board of Directors is authorized to act asofof:

(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 astauttial acquisition not in the primary, ordinandaegular course of its business activities;
and provided further that for the purposes of shisparagraph (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 sudiuasition;

(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 ikhfit; provided, however, an affirmative vote wfa-thirds of the whole Board of Directors
shall be required for the Corporation to make sstauitial disposition not in the primary, ordinandaegular course of its business activities;
and provided that for the purpose of this subpanatgl2) "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 lsé¢éase 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;
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(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 liaitto a "public offering" within the meaning of tbhiaited States Securities Act of 1933, as
it may be amended from time to time, only when as@uthorized by the affirmative vote of the hoddefrfour-fifths of the Common Stock
issued and outstanding;

(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$omir-fifths of the Common Stock issued and outdiag; and

(7) Dissolution. To dissolve the Corporation, onllgen and as authorized by the affirmative votenheftiolders 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 Commoocg&tsold by the Corporation (other than sharesari@on Stock, Non-Redeemable
Series) shall be subject to a repurchase agreetherterms of which shall be determined by the BadrDirectors. With the prior approval
the Board of Directors and subject to paragrapli3DEmployees, fiduciaries for the benefit of #rmployee's spouse and/or children,
corporations one hundred (100%) percent owned byl&raes or Employees and their spouse and/or eijdmd fiduciaries for the benefit
of such corporations, charities and fiduciariesdioarities designated by any such persons shaligible to own Common Stock of the
Corporation.

(2) Transfers to Charitable Organizations. The éadf the Common Stock may transfer such stotétexempt 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 arraind 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 besthare Price. Payment of the purchase price lsbatlade by the Corporation within

sixty (60) days of its acquiring of any such stoekhout interest.

(3) Transfer Restrictions On Common Stock.

(a) Sales to Corporation. The holders of CommorelSshall not sell, transfer, assign, pledge, hypodlte 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 delivgrine certificate or certificates
representing such stock to the Corporation alorily aiwritten notice offering such stock to the Gugtion. 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 redeimmp 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 tHeyeof the Corporation, unless after giving effexsuch redemption there remain outstan

at least 1,000 shares of stock of the Corporatainy full voting power.
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(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 delirerCommon Stock held by such Employee or hisaizhd transferee to the Corporation
within ten (10) days after the date of a writteticefrom the Corporation to sell and deliver sstick (a "Repurchase Notice"). The
Corporation shall give such Repurchase Notice withe period commencing on the day of terminatioth @ding on the 90th day after such
termination. Payment for such stock shall be maideinvsixty (60) days after the date of such Repase 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 CommorgkSpoeviously held by such Employee or held byaithorized transferee to the
Corporation within ten (10) days after the date efritten notice from the Corporation to sell amtdiver such stock. The Corporation shall
give the notice to sell and deliver within the percommencing on the day of death of such Emplayekeending on the 180th day after said
death. Payment for such stock shall be made w4ttty (60) days after the date of said notice, withinterest. Upon the death of an
Employee holding stock of the Corporation on thg dfghis death, the Employee's estate, succesqmreonal representative and any
authorized transferee of such deceased Employdiehslva the option to defer the purchase by thepGation 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 nextceeding 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 oft@non Stock held by an Employee
and/or his authorized transferee is excessivedw wf the Corporation's policy that the level ofEamployee's stock ownership should reflect
certain factors, including but not limited to (ietrelative 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 authoriztsteree an amount of Common Stock sufficieneirease the amount of such stock
owned by such Employee or his authorized transfiere@ amount that the Board of Directors, in @ke sliscretion, believes is appropriate. In
the event that the Corporation elects to exertisedption, it shall give the Employee and/or hitharized transferee written notice to that
effect and the Employee and/or his authorized femae shall sell and deliver the amount of stoac#fed in such notice to the Corporation
within ten (10) days after the date of the notigigh 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 Emgdomay 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.

(9) Failures to Meet Time Limits. No failure by tBerporation, 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 thacdnformance with the provisions of this subparpréD)(3) or preclude the Corporation
from exercising its right to purchase any suchlstoc

(4) Stock Price. The Corporation shall purchasgetirany share of Common Stock for a price equ#tiéoCommon Share Price. The
consideration paid for such Common Stock shalhbeash or such other form as mutually agreed ugahéd Corporation and the Common
stockholder.
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(5) Limitations On Amount of Ownership. No more tiitan (10%) percent of the shares of the CommookSssued and outstanding shall at
any time be owned of record, or voted, by or f@r diccount of any one Employee as hereinbefore idesciFor 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 (coiggtan Employee's "family members"), fiduciaries the benefit of an Employee or his
family members, fiduciaries for charities desigaaty an Employee or his family members, and anityewhich an Employee or his family
members have created or control, directly or iradiye or in which an Employee or his family membbes/e a beneficial or reversionary
interest, shall be counted as being owned by thpl&rae. All calculations regarding the ten (10%iceat limitation (including both the
numerator and denominator of the calculations)l $feabn a fully diluted basis (i.e., all stock tlathe future will be issued upon the
conversion of any then-issued and outstanding QuibleDebentures of the Corporation shall be ideldiin the calculations). The ten (10%)
percent limitations shall be calculated as of thiedhy of January of each year, and any stockheltierowns more Common Stock than the
ten (10%) percent limitation permits shall be stfiesl by the Corporation and shall, at the stoddbds option, be permitted to hold the
excess stock until the next succeeding Januamdloa or before said January 1, the stockholddr tstike the action described in
subparagraph (D)(6) below.

(6) Sales of Excess Stock. In the event that asgkhblder through his own action or the action thieos becomes an owner of more than ten
(10%) percent, as defined in subparagraph (D)(Byejof the Common Stock, he shall offer to thepoeation, and the Corporation shall
purchase within sixty (60) days of such offer,ha price defined in subparagraph (D)(4) above, sucbunt of his stock that is in excess of
said ten (10%) percent limitation. In the event tihatockholder shall fail to offer such stockhe Corporation within the period described in
subparagraph (D)(5) above, the Corporation shéatimvsixty (60) days following the end of such ipgk, purchase such excess stock
holdings.

(7) Termination of Certain Owners. Any stockholdanployee of the Corporation who owns two (2%) peteg 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 shalNéahe right to reduce said two (2%) percent rezuént 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)1 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 dutggganchase shares of Common Stock in
accordance with this paragraph (D)(8). Any suclpeasion shall not extend for a period longer thaeae hundred sixty-five

(365) days from the date of the Board's declaratfssuspension. During any such suspension pettiedCorporation 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, kfaf) payment for such repurchases shall not barextjuntil sixty (60) days after the end of
the suspension period, (b) such payment shall ltlemdthout interest, and (c) the repurchase ptiedl e the Common Share Price
determined as of (i) the end of the prior fiscakyén the case of a suspension period that erfdsebéuly 1 of the fiscal year, (provided that
such computation of the Share Price shall be retlhgehe amount of dividends per share declaretheiCommon Stock since the end
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of the prior fiscal year), or (ii) in the case o$aspension period that ends after June 30 otalfygar, the end of the fiscal year during which
the suspension period ends.

(9) Notwithstanding any other provision hereof wiéispect to the Common Stock, in no event shadin(y) holder of Common Stock, Non-
Redeemable Series have any right to require thpdaZation to repurchase such holder's shares of Gon8tock, Non-Redeemable Series or
be required to offer such shares to the Corpordtiorepurchase; or (i) Common Stock, Non-Rededm8&leries be subject to any
redemption.

(E) Payments Where Stock Price Not Yet Computethdfprice at which the Corporation is to purchetsek 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 an amoungétputhe price that would have been
paid for such stock if it had been purchased byGbmporation during the next preceding fiscal y&dre balance shall be paid within ten (10)
days after the date on which the price at whichQbgporation is to purchase such stock has beepuetd. In the event that the price at
which the Corporation is to purchase such stotésis than the amount paid by the Corporation, ér'ithitial payment" provided for in this
paragraph (E), the Corporation shall be entitlecetmver the difference between the two amountsh Siifference shall be paid by the person
or entity to whom the Corporation made the "inipayment" within ten (10) days of the date of atten notice from the Corporation to pay
such amount, without interest.

(F) Ratification By Stockholders. Any contract,rtsaction or act of the Corporation or of the disestwhich 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 elfalvare. The stockholders and the Board of Dirsatealy 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 desigay the Board of Directors.

(H) Removal of Directors. At any meeting of thedeis 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 wousiificient to elect him if then
cumulatively voted at an annual election of all directors.

() By-Law Provisions for Conduct of Business. T®erporation may in its bjaws make any other provisions or requirementsherconduc
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 tm@amended 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 tans 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.
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(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 afitime 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.

ARTICLE SEVENTH
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdgnkable 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,)Yiuinder 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 aigytror 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 and any rededenstbck not reflected in stockholders' equityeath case as shown on the consolidated
balance sheet contained in the Consolidated FiahStatements of the Corporation and Consolidatdzsigiaries, prepared in conformity
with generally accepted accounting principles aaptin a consistent basis for the Corporation ancoihsolidated Subsidiaries as of the fiscal
year end immediately preceding the date of deteatiun (the "prior year end") and audited and dediby an independent firm of certifi
public accountants selected and engaged by thelRddbirectors; minus

(b) the sum of: (i) the book value of Property,rRland Equipment as of the prior year end; plysHe total stockholders' equity attributable
to any issued and outstanding Preferred Stoclefeected on the consolidated balance sheet, ptuartount of any accrued, accumulated and
undeclared dividends thereon, all as of the datietdrmination.

"Common Share Price" with respect to any shareash@on Stock, means the amount determined by diyidin
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(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 yeyad"); 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 oratiserument evidencing indebtedness of the Cotraonvertible at any time into
shares of the Common Stock.

"Employee" means an individual employed (i) by @@ poration, any Subsidiary or Twenty Percent Siisj or any joint venture in which
the Corporation and/or any Subsidiary or TwentycBet Subsidiary has a twenty percent or more istere(ii) Kiewit Coal Properties, Inc.
or any subsidiary thereof or any joint venture imat Kiewit Coal Properties, Inc. or any such sdlzsly has a twenty percent or more
interest. An Employee shall also include any persamwing on the Board of Directors of the Corpamatbr of any Subsidiary; provided,
however, that such person shall have previouslyeastock of the former parent corporation of thepBaation or the Corporation as an
employee; and, provided further, that such persail aot be eligible to purchase additional sto€khe Corporation.

"Property, Plant and Equipment” means those ass#tsled 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 caudesl Restated Certificate of Incorporation, to lgmed and attested by its duly
authorized officers as of the day of , 1998.

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, qualifications and limdas of Class D Stock, Non-Redeemable Series beatlentical to those of all other shares of
Class D Stock, except as described in ARTICLE NINTéteof.

Shares of Class R Stock shall have such rightsemwreferences, privileges, qualifications amtéitions as are set forth in ARTICLE
TENTH hereof, and all of the rights, powers, prefares, privileges, qualifications and limitatiorish® other classes of capital stock of the
Corporation shall be subject to such rights, powarsferences, privileges, qualifications and latians 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 FOURTH of the Corporation's Rest@ertificate of Incorporation is amended by delgtubparagraph [11(D)(1)(c)
thereof in its entirety.

THIRD: ARTICLE EIGHTH of the Corporation's Restat€ertificate of Incorporation is amended by delgtine definition of "Effective
Time" in its entirety



FOURTH: The Corporation's Restated Certificatenabrporation is amended to insert a new ARTICLE NH\to read as follows:

ARTICLE NINTH
SERIES OF CLASS D STOCK

Notwithstanding any other provision hereof (i) wilspect to the Class D Stock, other than the pepegraph of this ARTICLE NINTH, in t
event shall (a) any holder of Class D Stock, Nokideenable Series have any right to require the Catipn to repurchase such holder's
shares of Class D Stock, Non-Redeemable Serie§l@lss D Stock, Non-Redeemable Series be conweititd Class C Stock; (c) Class D
Stock, Non-Redeemable Series be subject to excHan@ass C Stock by the Corporation; or (d) ClasStock, Non-Redeemable Series be
subject to any redemption, and (ii) holders of €lBsStock, Non-Redeemable Series shall be entiledte with, and on the same terms as,
holders of Class C Stock for the election and reahof Class C Directors.

In the event that the Class D Stock is Publiclyd®d (i) each share of Class D Stock, Non-Redeanfdalies shall automatically, and
without further action by or on behalf of the Comtion, the Corporation's transfer agent or theldobf any share of Class D Stock, Non-
Redeemable Series, be converted into a share s Ol&tock which is not Class D Stock, Non-Rededen@éries, and the rights, powers,
preferences, privileges, qualifications and limdas of such shares so converted shall be iderttidhlose of all other shares of Class D Stock
in all respects and (ii) Class D Stock, Non-Redd#en&eries shall no longer be designated as aaepseries of Class D Stock.

FIFTH: The Corporation's Restated Certificate alporation is amended to insert a new ARTICLE TEN® read as follows:

ARTICLE TENTH
CLASS R STOCK

A. Certain Definitions.
"Appraised Value" shall have the meaning givert to paragraph E.3. hereof.
"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 (or fraction thereof) is attached; provideat such transfer of such share of
Construction Stock is permitted by the Certificaténcorporation of the Corporation or PKS Holdings 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 or 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.
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"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 theets of the Corporation and its subsidiaries taea 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 shares representing more than 50%heftotal outstanding voting power of the Corpiorabr the surviving corporation of any
such merger or consolidation (if other than thep@aoation); (iv) the first day on which a majoritfthe members of the Board of Directors
not Continuing Directors; or (v) the adoption by tBoard of Directors of a plan for the distributiminall or substantially all of the assets of
the Corporation and its subsidiaries taken as deylbm stockholders of the Corporation; PROVIDEMWEVER, that the Class C Exchange
shall not be considered a Change of 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.

"Construction Stock" shall mean (i) prior to thea€$ C Exchange, Class C Stock, and (ii) after thesGC Exchange, PKS Holdings Stock
any other capital stock to which Class R Stock fawttached as provided in paragraph B.3. hereof.

"Continuing Director" shall mean, as of any datelefermination, any member of the Board of Direztufrthe Corporation who (i) was a
member of such Board of Directors immediately foflag the consummation of the Class C Exchange)owéis nominated for election or
elected to such Board of Directors with the appkova majority of the Continuing Directors who veemembers of such Board of Directors
at the time of such nomination or election.

"Conversion Condition" shall mean, with respecatgiven share of Class R Stock (or fraction thgreébé occurrence of the earliest of: (i) the
repurchase or redemption by the Corporation or Pidilings of the share of Construction Stock to whtds attached; (ii) the exchange of
the share of Construction Stock to which it isetd into another class of stock or securitiesks$ Ploldings intended to be issued primarily
to persons leaving employment of PKS Holdings) Aipril 15, 2006; and (iv) a Change of Control bétCorporation; PROVIDED,
HOWEVER, that the Conversion Condition shall nodeemed to have occurred as a result of the CldsscBange.

"Conversion Ratio" shall have the meaning giveit to paragraph E.

"Conversion Ratio Certificate" shall mean eithéravate Conversion Ratio Certificate or a Publim@arsion Ratio Certificate, each having
the meaning given to it in paragraph E. hereof.

"Conversion Value" shall mean, as of any given ddie Conversion Value set forth in the most re€nversion 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®is 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®#nt Factor, multiplied by (y) the amount by whtble Base Price exceeds the Trading
Price; PROVIDED, HOWEVER, that in no event sha# tbonversion Value be less than the Minimum Value.

"Convertible Security" shall mean any right or veantrto subscribe for or to purchase, or any ofiorthe purchase of, shares of Class D
Stock or any stock, or other securities convertibie or
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exchangeable for shares of Class D Stock; PROVICHEDWEVER, that Class R Stock shall not be a CoiillerSecurity.

"Current Trading Value" of any Publicly Traded seiguon a given date shall mean the arithmetic mafathe daily Mean Reported Prices of
such security for each Business Day during theogesommencing on and including the fourteenth BessrDay preceding such date and
ending on and including such date.

"Excess Amount Factor" shall mean 1.0, subjectifosiment as provided in paragraph F. hereof.
"Exchange Act" shall mean the Securities ExchangeofA1934.

"Extraordinary Dividend" shall mean any dividend portion thereof, on the Class D Stock (i) paighioperty other than (a) cash, (b) shares
of Class D Stock or in a subdivision of the outdiag shares of Class D Stock (by reclassificationtberwise) or (c) pursuant to any rights
agreement in connection with a stockholder rigltas ppproved by the Board of Director or (ii) paiccash, to the extent that such dividend,
together with all cash dividends paid on the Classtock during the twelve-month period ending om dlate of payment of such dividend
exceeds, on a per share basis, 10% of the Tradiog & the Class D Stock as of the record datuch dividend; PROVIDED, HOWEVER,
that in no event shall such excess be greaterttiemamount of such dividend.

"Fixed Conversion Value" shall mean $25.00, asstdplipursuant to paragraph F. hereof.
"Fixed Terms" shall mean each of the Fixed Conwarslalue and the Base Price, each as adjustedgnirguparagraph F. hereof.
"Initial Issuance Date" shall mean the date ofasme of the first share of Class R Stock (or foacthereof) to be issued.

"Inverse Fixed Terms" shall mean each of the Exé@ssunt Factor and the Minimum Conversion LiquidatRatio, each as adjusted
pursuant to paragraph F. hereof.

"Investment Bank" shall mean any investment bankational reputation selected by the Board of Does

"Liguidation Ratio" shall mean, as of any dateraxfion, the numerator of which is the productiptiie number of shares of Class R Stock
outstanding as of such date and (ii) the ConverRiatio, and the denominator of which is sum otii@)number of shares of Class D Stock
outstanding as of such date and (b) the numeréturah fraction; PROVIDED, HOWEVER, that in no evehall the Conversion Ratio used
to calculate such Liquidation Ratio be less thaNfinimum Conversion Liquidation Ratio.

"Mandatory Conversion Date" shall mean April 15120

"Mandatory Redemption Date" shall mean Octoberl®88, or such later date as shall be determinaésnjution of the Board of Directors
copy of which shall be made available to any stotdr of the Corporation upon request thereby.

"Mean Reported Price" shall mean on a given dal véispect to any Publicly Traded security, theharitic mean between the highest
reported sales price and the lowest reported gaies, in each case regular way, for such secuagyeported on the Composite Quotation
System, or, if such security is not reported onGbenposite Quotation System, on the principal maligecurities 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
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Nasdaq SmallCap Market, as appropriate, or a gimilganization if Nasdaq is no longer reportinghsinformation.
"Minimum Conversion Liquidation Ratio" shall mea29, as adjusted pursuant to paragraph F. hereof.
"Minimum Value" shall mean $15.00.

"Permitted Transfer" shall mean any transfer os€IR Stock to the Corporation or any designeeetbrporation, including the Mandatory
Redemption, a Forced Conversion or the Mandatornw€Exsion.

"PKS Holdings" shall mean PKS Holdings, Inc., tdmetwith its successors and assigns.
"PKS Holdings Stock" shall mean common stock, @due $.01 per share, of PKS Holdings.

"Private Conversion Period" shall mean the 25-dayogl commencing on and including the first daydieing the Corporation's mailing to
the registered holders of Class R Stock of a RriGainversion Ratio Certificate; PROVIDED, HOWEVERat in 2006 such term shall run
through May 15, 2006, regardless of the date dfi snailing.

"Public Conversion Period" shall mean the periochencing on and including the first Business Dagaith calendar month, through and
including the fifth Business Day thereafter, exdeptthe calendar month of April 2010, for whicketRublic Conversion Period shall mean
period from and including the first Business Daysoth month, through and including April 15, 2010.

"Regular Dividend" shall mean any dividend on thasS D Stock paid in cash that is not an Extra@mgiDividend.

"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€laés R Stock (or fraction thereof) has been s$edisf

"Separation Agreement" shall mean that certain @¢jpa Agreement dated as of , 1997 among the Catjpn, 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. hereof.

B. Issuance and Attachment.

1. When issued, each share of Class R Stock (ctidrathereof) shall attach to the share of Clag&td@ck with respect to which it was
distributed.

2. Upon the occurrence of the Class C Exchangé, stsare of Class R Stock (or fraction thereof)chita to a share of Class C Stock shall,
automatically and without further action by or aghhlf of the Corporation, PKS Holdings, the Corpioras transfer agent or the holder of
such share of Class R Stock or Class C Stock,hattathe share of PKS Holdings Stock for which ssieare of Class C Stock was exchan

3. In the event that the Corporation or PKS Holdisball (i) pay a dividend on Construction Stocklixares of Construction Stock, (ii)
subdivide its outstanding shares of Constructiati§t(iii) combine its outstanding shares of Camstion Stock into a smaller number of
shares of Construction Stock or (iv) issue anyeshaf capital stock in a reclassification of Constion Stock
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(including any such reclassification in connectigth a consolidation or merger), shares of Clagtétk (or fractions thereof) which were
attached to Construction Stock immediately priothi® occurrence of any such event shall, uponffeetareness of any such event, attach on
a pro rata basis to (x) the Construction Stock bglduch holder to which such shares of Class RkStar fractions thereof) were attached;
and/or (y) any capital stock so issued having osimerrestrictions comparable to those applicabkécClass C Stock at the time of the C

C Exchange to which such shares of Class R Stadkgctions thereof) were attached at such timepgsopriate.

Except as described in paragraph B.2. hereof, i@ gifaClass R Stock (or fraction thereof) shallbdétfrom the share of Construction Stoc
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, at any time prtorthe first anniversary of the Class C Excharmge, holder, who had sold or transferred to the
Corporation prior to the Class C Exchange shar€dads C Stock to which Class R Stock was attagh@@hases or acquires Construction
Stock, the number of shares of Class R Stock &atifins thereof) held by such holder which areatiatched to Construction Stock multipli

by the Reattachment Ratio shall, unless otherwasernhined by the Board of Directors, immediatetpett, without further action by or on
behalf of the Corporation, PKS Holdings, the Cogpion's transfer agent or the holder of such sbi@onstruction Stock, to such newly
purchased or acquired shares of Construction Sinckpro rata basis, and the Conversion Conditiahtlae Restricted Period Termination
Date shall be deemed not to have occurred withetdp such shares of Class R Stock (and fractlwergof) so attached.

"Reattachment Ratio" shall mean the lesser of.Q)ot (ii) a fraction, the numerator of which equtile purchase price paid to the Corpore
or PKS Holdings, as applicable, for such newly pased or acquired shares of Construction Stocktlendenominator of which equals the
purchase price paid to such holder by the Corpmrdtir such repurchase of such shares of Clas®€k St

4. Certificates representing Attached Class R Ssbell contain such legends as the Corporationt deam appropriate.
C. Transfer Restrictions.

1. Except for an Attached Transfer, no share o§€R Stock (or fraction thereof) may be transfeméar to the Class C Exchange other than
pursuant to the Mandatory Redemption. Following@lteess C Exchange and prior to the occurrenceeoR#stricted Period Termination Di
for a given share of Class R Stock (or fractiorreéb®, any attempted transfer of such share ofSRaStock (or fraction thereof), except an
Attached Transfer, a Permitted Transfer or purst@tite Mandatory Redemption, shall be void andaéffect. Neither the Corporation nor
its transfer agent shall register any attempteausfea of any certificate representing a share aS€R Stock (or fraction thereof) prior to the
occurrence of the Restricted Period TerminatioreDat such share of Class R Stock (or fractiongbBr except an Attached Transfer or a
Permitted Transfer. For purposes hereof, neitheClass C Exchange, the attachment of Class R $deKS Holdings Stock upon the
occurrence of the Class C Exchange nor the reatiachof Class R Stock to PKS Holdings Stock purst@paragraph B.3. hereof shall be
considered a transfer of Class R Stock.

2. Following the Class C Exchange and the occugefthe Restricted Period Termination Date foivewgy share of Class R Stock (or
fraction thereof), such share of Class R StocKr@mtion thereof) shall separate from the sharék$ Holdings Stock to which it was attac
and, until the close of business on the Mandatamw€@rsion Date, shall be freely transferable, &edGorporation or its transfer agent shall
from time to time register the transfer of the ifiedte representing such share of Class R Stockdotion thereof) upon the books of the
Corporation, upon surrender of such certificatdy @ndorsed, accompanied by documentation reaspsatisfactory to the Corporation
evidencing that the Restricted Period Terminati@telhas occurred with respect to such Class R $twdkaction thereof).
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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 share of Class R Stock (or
fraction thereof) upon the books of the Corporatigron surrender of such certificate, duly endaraedompanied by documentation
reasonably satisfactory to the Corporation evidemtie Attached Transfer or Permitted Transfethasase may be, of such Class R Stock.

D. Optional Conversion.

1. Subject to the provisions hereof, each shaf@ads R Stock may be converted, at the optionehtiider thereof (an "Optional
Conversion"), into the number of fully paid and aesessable shares of Class D Stock which are as$ Ol Stock, Non-Redeemable Series,
equal to the Conversion Ratio then in effect, aamchdraction of a share of Class R Stock may b&eded into the number of fully paid and
nonassessable shares of such Class D Stock ecuadtidraction multiplied by the Conversion Ratiert in effect. No share of Class R Stock
(or fraction thereof) may be converted into ClasStbck prior to the occurrence of the Conversiondition with respect to such share of
Class R Stock (or fraction thereof), except as i@y in paragraph K. hereof.

2. Other than as set forth in paragraphs K. arfieteof, Class R Stock may not be converted inteaStock except as follows:

a) In the event that the Class D Stock is not Rlbliraded, each share of Class R Stock (or fradtiereof) for which the Conversion
Condition has been met may be converted into @aSsock on any Business Day during any Private @osign 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 StoakpBusiness Day during any Public Conversiondeleafter the Blackout Period. The
"Blackout Period" shall mean the 90-day period canaing on the first day on which the Class D StsdRublicly Traded; PROVIDED,
HOWEVER, that the Board of Directors may, by resioly, extend the Blackout Period up to 180 daymftbe first day on which the Class
Stock is Publicly Traded if so requested by a margagnderwriter of Class D Stock in connection wathunderwritten initial public offering
thereof. A copy of such resolution of the Boardafectors shall be made available to any stockhaddi¢he Corporation upon request
thereby.

3. Upon the occurrence of any Mandatory RedempBonged Conversion or Mandatory Conversion of CR&tock or any liquidation of tt
Corporation, the right of Optional Conversion stetiminate at the close of business on the fuliifBass Day next preceding the date fixed
such Mandatory Redemption, Forced Conversion orddeory Conversion or for the payment of any amodiggibutable on liquidation to
the holders of Class R Stock.

4. The Corporation may issue fractions of shareSlass R Stock. The Corporation shall not issuetifsas of shares of Class D Stock or scrip
in lieu thereof upon conversion of Class R Stothknly fraction of a share of Class D Stock wouldiept 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 Conversionilage, the holder of any Class R Stock to be cdedeshall surrender such holder's
certificate or certificates therefor to the prirdipffice of the
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transfer agent for the Class R Stock (or if nogfanagent be at the time appointed, then the Catipo at its principal office), and shall give
written notice to the Corporation at such officattthe holder elects to convert the Class R Stepkessented by such certificates, or any
number thereof. Such notice shall also state theenar names (with address) in which the certificateertificates for shares of Class D St
which shall be issuable on such conversion, andrigrshares of Class R Stock (or fractions thenepfesented by the certificate or
certificates so surrendered which are not to beeded, shall be issued, subject to any restristmmtransfer relating to such shares of the
Class R Stock (or fractions thereof). If so reqdiiby the Corporation, certificates surrenderecctmversion shall be duly endorsed and
accompanied by documentation satisfactory to thgp@ation evidencing that the Restricted Periodhiieation Date has occurred with
respect to such Class R Stock.

6. 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, thedtatipn shall cause to be issued and
delivered at such office to such holder, or ondmnigs written order, a certificate or certificafes the number of full shares of Class D Stock
issuable on such conversion in accordance witlptbeisions hereof, cash as provided in paragragh liereof in respect of any fraction of a
share of Class D Stock otherwise issuable upon soiehersion and a certificate or certificates far humber of shares of Class R Stock (or
fractions thereof) representing the shares of GRaSsock (or fractions thereof) surrendered purst@mparagraph D.5. hereof but not so
converted. Such shares of Class D Stock, whendsshell be fully paid and nonassessable and foee &ll taxes, liens, charges and security
interests created by or imposed upon the Corporatith respect to the issuance and holding thereof.

7. 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 oftitg 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 idsugon conversion of the Class R
Stock, the Corporation shall take any corporat®aathich may, in the opinion of its counsel, beegsary in order that the Corporation may
validly and legally issue fully paid and nonasseisahares of such Class D Stock at such adjusiegiatsion Value.

8. All shares of Class R Stock (and fractions tbfrevhich shall have been surrendered for convaramherein provided shall no longer be
deemed to be outstanding and all rights with resfeesuch shares, including the rights, if anyretoeive notices and to vote, shall forthwith
cease and terminate except only the right of thédndhereof to receive shares of Class D Stockcasti for fractional shares of Class D
Stock in exchange therefor and payment of any accamd unpaid dividends thereon. Any shares ofsaStock (and fractions thereof) so
converted shall be retired and canceled and sbabereissued, and the Corporation shall from tionggme take such appropriate action as
may be necessary to reduce the authorized ClagsdR &ccordingly.

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 ConverRitio Certificate, and shall in any case be asstéfl pursuant to paragraph F. hereof;
PROVIDED, HOWEVER, that prior to the delivery oftfirst Conversion Ratio Certificate, the Convensialue shall be the Fixed
Conversion Value, the Trading Price shall be theeBRrice and the Conversion Ratio
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shall be equal to the Fixed Conversion Value dididg the Base Price, as each of such terms shallijosted pursuant to the terms hereof.
2. The "Conversion Ratio" shall be equal to (i) @enversion Value divided by (ii) the Trading Price

3. If, at the end of any fiscal year of the Corpiora beginning with the end of the fiscal year iagdn 1999, the Class D Stock is not Publi
Traded, the Corporation shall, no earlier than &pschor later than 60 days following the end ohsfigcal year, cause to be provided to each
office designated for conversion of Class R Stac&ppy of a certificate (the "Private ConversiottiR€ertificate") signed by two officers of
the Corporation setting forth the Conversion Rafionversion Value and Trading Price as of the dralich fiscal year, calculated in each
case pursuant to this paragraph E. In additiomGhange of Control occurs when the Class D S®ali Publicly Traded, the Corporation
shall within 60 days following such Change of Cohtcause to be provided to each office designtedonversion of Class R Stock, such a
Private Conversion Ratio Certificate.

The "Trading Price" set forth in such Private Casian Ratio Certificate shall be the Appraised \éadet forth in the most recent Appraisal
delivered to the Corporation and approved by tharBof Directors.

If, at the end of any fiscal year of the Corporajibeginning with the end of the fiscal year endm@999, the Class D Stock is not Publicly
Traded, the Corporation shall cause to be prepamddielivered to the Board of Directors and appddwethe Board of Directors, prior to 60
days following the end of such fiscal year, an ajgal (an "Appraisal") of the per share value ef @lass D Stock as of the last day of such
fiscal year by an Investment Bank. If a Change onft@l occurs or the Board of Directors should detee to cause a Forced Conversion,
the Class D Stock is not Publicly Traded, the Caapon shall cause to be prepared and deliverd¢idet®@oard of Directors and approved by
the Board of Directors, within 60 days followingcbuChange of Control or determination of the Baafr®irectors, an Appraisal of the per
share value of the Class D Stock as of the daseici Change of Control or determination of the BasrDirectors. Such Investment Bank
shall determine the per share value of the ClaS$dok as if the Class D Stock was Publicly Traded shall submit such per share value to
the Board of Directors for its approval. The vapsr share of the Class D Stock as approved by tlaedBof Directors shall be the "Appraised
Value." In determining the Appraised Value, thedstment Bank shall place substantial, but not eskaty emphasis on valuations of
comparable companies in the public equity marlaetd, shall not take into account factors such agr@lgpremiums, minority discounts or
illiquidity discounts that would not generally appb 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 suatkensladdress 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 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 ease 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 Basiay of such calendar month. Notwithstandingrang herein to the contrary, if, during
any period being used to calculate such CurrendifigaValue (the "Calculation Period"), any evens loacurred

E-1-9



to cause the Conversion Ratio and/or the Convelg@une to be adjusted pursuant to paragraph Fohéie "Adjustment Event"), the
Corporation shall in good faith determine such Gorion Ratio and/or the Conversion Value, as apat®) so as to give pro forma effect to
the Adjustment Event immediately prior to the Cédtion 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&rtificate is provided pursuant to this paragriph, the Corporation shall maintain a
reasonable means to allow holders to be informebefalue of the Conversion Ratio as set fortthéxmost recent Public Conversion Ratio
Certificate on an immediate basis during businessson each Business Day on which Class R Staskugd and outstanding.

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.

7. Upon any conversion of Class R Stock into Clagdock, 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 St@k;ombine its outstanding shares of Class D Simicka smaller number of shares of Class
D Stock or (d) in an event or manner other thaseagorth in paragraph F.4. below, issue any shafréés capital stock in a reclassification of
the Class D Stock (each, a "Conversion Term Adjastrivent"):

a) Each of the Fixed Terms shall be adjusted towv#hge determined by multiplying (x) the Fixed Teimmediately prior to such Conversion
Term Adjustment Event, by (y) a fraction, the nuater of which is the number of shares of Class @Sbutstanding immediately prior to
such Conversion Term Adjustment Event, and the ahémeator of which is the number of shares of ClasStéck outstanding immediately
after such Conversion Term Adjustment Event; and

b) Each of the Inverse Fixed Terms shall be adjutig¢he value determined by multiplying (x) suckidrse Fixed Term immediately prior to
such Conversion Term Adjustment Event, by (y) atfom, the numerator of which is the number of skaf Class D Stock outstanding
immediately after such Conversion Term Adjustmevgri, and the denominator of which is the numbeshaires of Class D Stock
outstanding immediately prior to such ConversiomT&djustment Event.

2. If the Corporation shall issue Convertible Séms to all holders of its outstanding Class DcEt¢other than pursuant to any rights
agreement in connection with a stockholder rigltas ppproved by the Board of Directors), withougmpant of additional consideration by
such holders, entitling them (for a period expinmithin 45 days after the record date mentionedwgto subscribe for or purchase shares of
Class D Stock at a price per share that is lowan the Trading Price as set forth in the most reCemversion Ratio Certificate prior to the
record date mentioned below (or, if no ConversiatidCertificate has yet been provided, equal ¢oBhse Price immediately prior to such
record date) (a "Discounted Stock Adjustment Event"

a) Each of the Fixed Terms shall be adjusted tovéthge determined by multiplying (x) such term indizely prior to such Discounted Stock
Adjustment Event, by (y) a fraction, (i) the nunteraof which shall be the number of shares of Clasitock outstanding on the
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date of such Discounted Stock Adjustment Event filamnumber of shares which the aggregate offgnig of the total number of shares of
Class D Stock so offered would purchase at theegrér share of Class D Stock equal to the Tradiitg Rs set forth in the most recent
Conversion Ratio Certificate prior to the recorded@mentioned below (or, if no Conversion Ratio iegte has yet been provided, equal to
the Base Price immediately prior to such recor@)jand (ii) the denominator of which shall be iuenber of shares of Class D Stock
outstanding on the date of such Discounted Stogksihent Event plus the number of additional shafé3lass D Stock offered for
subscription or purchase.

b) Each of the Inverse Fixed Terms shall be adjuig¢he value determined by multiplying (x) suelmt immediately prior to such
Discounted Stock Adjustment Event, by (y) a frattif) the numerator of which shall be the numbestmres of Class D Stock outstanding
on the date of such Discounted Stock AdjustmenhEpkis the number of additional shares of Clagtdzk offered for subscription or
purchase, and (ii) the denominator of which shalthe number of shares of Class D Stock outstaratirtye date of such Discounted Stock
Adjustment Event plus the number of shares whietathgregate offering price of the total numberhafres of Class D Stock so offered wc
purchase at the price per share of Class D Stoa#tl ég the Trading Price as set forth in the mesent Conversion Ratio Certificate prior to
the record date mentioned below (or, if no Conwerfatio Certificate has yet been provided, equ#hé Base Price immediately prior to
such record date).

Such adjustment shall be made whenever such CdvleeBecurities are issued, and shall become afeechmediately on the date of
issuance retroactive to the record date for therdehation of stockholders entitled to receive sGomvertible Securities.

3. If the Corporation shall pay any Regular Dividew Extraordinary Dividend (a "Dividend Adjustmdatent”):

a) Each of the Fixed Terms shall be adjusted th satue determined by multiplying (x) such term iediately prior to such Dividend
Adjustment Event, by (y) a fraction, (i) the nuntersof which shall be the Trading Price immediatefior to such Dividend Adjustment
Event minus the per share amount received by helfe€lass D Stock in connection with such dividesntd (ii) the denominator of which
shall be the Trading Price immediately prior totsividend Adjustment Event.

b) Each of the Inverse Fixed Terms shall be adjuiesuch value determined by multiplying (x) stetm immediately prior to such
Dividend Adjustment Event, by (y) a fraction, (etnumerator of which shall be the Trading Pricengdiately prior to such Dividend
Adjustment Event, and (ii) the denominator of whittall be the Trading Price immediately prior tetsividend Adjustment Event minus
the per share amount received by holders of ClaStBk in connection with such dividend.

Any non-cash portions of an Extraordinary Dividesad forth in this paragraph F.3. shall be basechuipe fair market value of such non-cash
portion at the time such Extraordinary Dividendiélared or paid, as determined in good faith leyBbard of Directors.

4. If any capital reorganization or reclassificatwf the capital stock of the Corporation, or cditkstion 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 &ftem such a way that holders of Class D StocK beeentitled to receive stock, securities,
cash or other property with respect to or in exdeafor Class D Stock, then, as a condition of seonganization, 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 othgeptpissuable or payable (as part of the reorgdioiz, reclassification, consolidation, merger,
share exchange or sale)
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with respect to or in exchange for such numbenut$tanding shares of Class D Stock as would hage texeived upon conversion of the
Class R Stock at the Conversion Ratio immediatalyr ppo such event. The Corporation shall not dffaty such consolidation, merger or s
unless prior to the consummation thereof the sworemrporation (if other than the Corporationuttsg from such consolidation or merger
or the corporation purchasing such assets shalhessy written instrument mailed or delivered te Holders of the Class R Stock at the last
address of each such holder appearing on the loddke Corporation, the obligation to deliver t@leauch holder such shares of stock,
securities or assets as, in accordance with tlegéang provisions, such holder may be entitlecetieive upon conversion of such holder's
shares of Class R Stock.

5. The Corporation shall not effect a reclassifaabf the Class R Stock without the approval dfiees of a majority of the shares of Class R
Stock.

6. The provisions of this paragraph F. shall ngiyapo any Class D Stock issued, issuable or deaynéstanding pursuant hereto: (a) to any
person pursuant to any stock option, stock purchasenilar 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; (b) pursuant to options,
warrants and conversion rights in existence onrthial Issuance Date; or (c) on conversion of @lass R Stock.

7. In the event of:

a) the occurrence of any event causing the adjugtofeéhe Fixed Term or any Inverse Fixed Term parg to paragraphs F.1., F.2. or F.3.
hereof; or

b) there shall be any capital reorganization olassification of the capital stock of the Corpasatiincluding 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

c) there shall be a voluntary or involuntary diss$ioln, liquidation or winding up of the Corporatiasr
d) the occurrence of a Change of Control;
then, in connection with such event, the Corporasieall give to the holders of the Class R Stock:

(1) in the case of a), b) or c) above, at leashtwé20) days prior written notice of the date dnmieh the books of the Corporation shall close
or a record shall be taken for such dividend, iistion or subscription rights or for determinirights to vote in respect of any such
reorganization, reclassification, consolidationygeg, sale, dissolution, liquidation or winding ygpovided that if the Class R Stock is
Publicly Traded, such notice must be given priath®end of the Public Conversion Period prioruohsrecord date;

(2) in the case of any such reorganization, reiflaagon, consolidation, merger, sale, dissolutibquidation or winding up, at least twenty
(20) daysprior written notice of the date when the samelghke place. Such notice in accordance with thegoing clause shall also spec
in the case of any such dividend, distributionusseription rights, the date on which the holddr€lass D Stock shall be entitled thereto,
shall also specify the date on which the holderSlags D Stock shall be entitled to exchange kiss D Stock for securities or other
property deliverable upon such reorganization assification consolidation, merger, sale, dissohytliquidation or winding up, as the case
may be; and
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(3) in the case of d) above, five days after subhr@e of Control, unless notice is required sobygil) above; provided that if stockholder
approval is required to effect such Change of Gntiotice shall be provided concurrently with tiaice to stockholders in connection with
obtaining such stockholder approval.

Each such written notice shall be given by firstssl mail, postage prepaid, addressed to the halfldre Class R Stock at the address of each
such holder as shown on the books of the Corparatio

8. If any event occurs as to which, in the opindéthe 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 aforesaid. thmoccurrence of any such adjustment
pursuant to this paragraph F.8., the Corporatiati gfive notice to the holders of Class R Stock@wvided in paragraph F.7(1), F.7(2) or F.7
(3) hereof, as appropriate. All calculations antkdwainations required to be made by the Corporagiimsuant hereto shall be made by the
Corporation in good faith. All such calculationdasteterminations shall be conclusive unless othenspecifically provided hereby.

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 DcRtand 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 payable on any Preferred Stock have Heelared and set aside on any such Preferred 8tadkg a preference over the Class D
Stock and Class R Stock with respect to the paymwiesiich dividends, holders of Class R Stock shraly be entitled to receive dividends,
of any assets or funds legally available therdfogn amount per share of Class R Stock (and ptiopaily to such amount for fractional
shares thereof) 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 Dividenthred on a share of Class D Stock; and

b) Subject to paragraph K. hereof, if and when amaérdinary Dividend is declared, an amount wh&chqual to (i) the Conversion Ratio
then in effect multiplied by (ii) onésurth of the sum of (A) the aggregate per sharewarhof all cash portions of such Extraordinary ibénc
plus (B) the aggregate per share amount (basedthpdair market value of the non-cash portionwatsExtraordinary Dividend at the time
such Extraordinary Dividend is declared or paidlermined in good faith by the Board of Directa&all non-cash portions of such
Extraordinary Dividend, in each case as declared sinare of Class D Stock.

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 dividestasl be declared and paid with respect to thesORStock.

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.
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3. No Regular or Extraordinary Dividends shall leeldred by the Board of Directors or paid or setrafor payment by the Corporation on
Class D Stock unless, contemporaneously therewiike ratable dividend calculated in accordand wiis paragraph H. is declared and
paid, or declared and a sum set apart sufficiengdoh payment, on the Class R Stock, payabletdsrsie herein.

I. Liquidation Rights.

1. Prior to the Class C Exchange, in the evenngheluntary or involuntary liquidation, dissoluti@r winding up of the Corporation
("Liquidation™), the holders of Class R Stock thmristanding shall not be entitled to receive ampprty, assets or funds of the Corporation.

2. In the event of a Liquidation following the C$a8 Exchange, holders of Class R Stock then outstgrshall be entitled to be paid ratably
out of the assets and funds of the Corporationliegaailable for distribution to its stockholdeister and subject to the payment in full of all
amounts required to be distributed to the holdéeng Preferred Stock upon such Liquidation, an ame@qual to (a) the Liquidation Ratio
then in effect multiplied by (b) the aggregate amtaf all assets and funds remaining availabledfstribution to holders of Class D Stock
and Class R Stock.

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 andamdiisg share of Class R Stock (and fraction thf@gdwll be entitled to vote only (i) for
the election of directors, and (ii) as requireddy. On matters on which the holders of Class RIStre entitled to vote, (a) each issued and
outstanding share of Class R Stock shall be edtildhe number of votes equal to the ConversiaioRe of the record date for determina

of stockholders entitled to vote on such matted, @) each issued and outstanding fraction of aesbfiClass R Stock shall be entitled to (x)
such fraction, multiplied by (y) the number of vo&xjual to the Conversion Ratio as of the recote ftat determination of stockholders
entitled to vote on such matter. Except as requisethw, holders of Class R Stock shall vote togethith the holders of Class D Stock as a
single class on all matters on which holders oE€R Stock are entitled to vote.

K. Forced Conversion.

1. In the event that the Board of Directors detessithat the Corporation should convert all issursdioutstanding shares of Class R Stock
(and fractions thereof) into Class D Stock, thepdoation may at its option, elect to cause all,rimitless than all, shares of Class R Stock
(and fractions thereof) to be converted (a "For€edversion") into Class D Stock at the Conversiatid?(i) in the event that the Class D
Stock is not Publicly Traded, set forth in the BteavConversion Ratio Certificate delivered purstamaragraph E.3. hereof as a result of
determination by the Board of Directors, and (e event that the Class D Stock is Publicly €dadn effect on the date the Board of
Directors determines to cause such a conversio@\RBED, HOWEVER, that if such Conversion Ratio iifieet was calculated using a
Conversion Value of less than $25.00, such ConwerRiatio shall be recalculated using a Conversialu®/of $25.00.

2. All holders of record of shares of Class R Stikfractions thereof) will be given at least {&0) days prior written notice of the date fi)
and the place designated for such conversion afsdaStock pursuant to this paragraph K. Such astiall be sent by mail, first class,
postage prepaid, to each record holder of shar€kask R Stock (or fractions thereof) at such ddeddress appearing on the stock register.
On or before the date fixed for conversion eacliéobf shares of Class R Stock (or fractions thgdwall surrender his or its certificate or
certificates for all such shares to the Corporatibthe place designated in such notice, and grexkafter receive certificates for the
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number of shares of Class D Stock and cash irofieuny fractional share of Class D Stock to whiagbhsholder is entitled pursuant to this
paragraph K. On the date fixed for conversionrights with respect to the Class R Stock so coedentill terminate, except only the rights of
the holders thereof, upon surrender of their dedti€ or certificates therefor, to receive ceréifes for the number of shares of Class D Stock
into which such Class R Stock has been convertath as provided in paragraph D.4. hereof in reqpfeanty fraction of a share of Class D
Stock otherwise issuable upon such conversion agchent of any accrued and unpaid dividends thelésn.required by the Corporation,
certificates surrendered for conversion shall ldoesed or accompanied by written instrument orimsents of transfer, in form satisfactory
to the Corporation, duly executed by the registér@der or by his attorneys duly authorized in ingt All certificates evidencing shares of
Class R Stock (or fractions thereof) which are nexglito be surrendered for conversion in accordavittethe provisions hereof shall, from
and after the date fixed for conversion, be deetodthve been retired and canceled and the shaf@ssd R Stock (or fractions thereof)
represented thereby converted into Class D Stacilfpurposes, notwithstanding the failure of ttwéder or holders thereof to surrender s
certificates on or prior to such date. As soonrastirable after the date of such conversion aadthrender of the certificate or certificates
for Class R Stock as aforesaid, the Corporatioti shase to be issued and delivered to such hotaten such holder's written order, a
certificate or certificates for the number of fsilares of Class D Stock issuable on such conveirsiaccordance with the provisions hereof,
cash as provided in paragraph D.4. hereof in résdeany fraction of a share of Class D Stock otlige issuable upon such conversion and
payment of any accrued and unpaid dividends thereon

L. Mandatory Conversion.

1. Each share of Class R Stock (and fraction tlipoedstanding as of the Mandatory Conversion B!, automatically, and without
further action by or on behalf of the Corporatitire Corporation's transfer agent or the holdeuohsshare of Class R Stock, be converted
(the "Mandatory Conversion") into shares of ClasStbck (and cash in lieu of any fractions of sharfeGlass D Stock as provided in
paragraph D.4. hereof) at the Conversion Ratidfaceas of such Mandatory Conversion Date.

2. All holders of record of shares of Class R St@ikfractions thereof) will be given written natiat least ten (10) days prior to the
Mandatory Conversion Date stating the place desgghfor mandatory conversion of all of such shafeSlass R Stock pursuant to this
paragraph L. Such notice shall be sent by mad ilass, postage prepaid, to each record holdarares of Class R Stock (or fractions
thereof) at such holder's address appearing osttio& register. On or before the Mandatory Conweerflate, each holder of Class R Stock
shall surrender his or its certificate or certifesfor all such shares (or fractions thereofh®€orporation at the place designated in such
notice, and shall thereafter receive certificatedtie number of shares of Class D Stock and e¢abkéu of any fractional shares of Class D
Stock to which such holder is entitled pursuarthts paragraph L. On the date fixed for conversahrights with respect to the Class R St
so converted will terminate, except only the righitshe holders thereof, upon surrender of theitifieate or certificates therefor, to receive
certificates for the number of shares of Class @&Sinto which such Class R Stock has been cormectesh as provided in paragraph D.4.
hereof in respect of any fraction of a share ok€la Stock otherwise issuable upon such convegsidmpayment of any accrued and unpaid
dividends thereon. If so required by the Corporatiertificates surrendered for conversion shakf@orsed or accompanied by written
instrument or instruments of transfer, in form Saittory to the Corporation, duly executed by #gistered holder or by his attorneys duly
authorized in writing. All certificates evidencisfares of Class R Stock (or fractions thereof) tvlie required to be surrendered for
conversion in accordance with the provisions hesall, from and after the date fixed for convemsioe deemed to have been retired and
canceled and the shares of Class R Stock (andofnaghereof) represented thereby converted inds<CD Stock
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for all purposes, notwithstanding the failure af tiolder or holders thereof to surrender suchfiwates on or prior to such date. As soon as
practicable after the date of such Mandatory Casigarand the surrender of the certificate or dedtiés for Class R Stock as aforesaid, the
Corporation shall cause to be issued and deliviersdch holder, or on such holder's written ordegertificate or certificates for the number
of full shares of Class D Stock issuable on suatvetsion in accordance with the provisions hereash as provided in paragraph D.4. he
in respect of any fraction of a share of Class &cbtherwise issuable upon such conversion anthpayof any accrued and unpaid
dividends thereon.

M. Mandatory Redemption. If the Class C Exchanyeés(@bandoned by the Board of Directors prioti® €lass C Exchange, or (ii) has not
occurred by the close of business on the Mand&edemption Date, the Corporation shall redeenmh@cektent funds are legally available
therefor), all shares of Class R Stock (and frastithereof) then outstanding for a per share gipal to the par value thereof) (such amount
is hereinafter referred to as the "Redemption Pri@uch Redemption Price shall be paid to eactrcebolder of Class R Stock as of the
Mandatory Redemption Date, promptly after such dayecertified or bank cashier's check, sent byl rfigst class, postage prepaid, to each
record holder of shares of Class R Stock at su@tens address appearing on the stock registérelCorporation is unable at such date to
redeem all shares of Class R Stock (and fractioerebf) because funds are not legally availableetbe then the Corporation shall redeem
such shares as soon thereafter as funds are legallable for redemption of such shares.

N. Taxes. The Corporation shall pay all documenstaynp taxes attributable to the initial issuanic€lass R Stock and of the shares of C

D Stock issuable upon conversion of Class R Stpalyided that the Corporation shall not be requtteday any tax or taxes which may be
payable in respect of any transfer involved inifisele of any certificates representing shares asCR Stock (or fractions thereof) or Class D
Stock in a name other than the holder of the ¢eatié or certificates surrendered upon conversiddlass R Stock, and the Corporation shall
not be required to issue or deliver such certiisatnless or until the person or persons requetitsnggsuance thereof shall have paid to the
Corporation the amount of such tax or shall havabdished to the satisfaction of the Corporaticat $uch tax has been paid.

In witness whereof, Peter Kiewit Sons', Inc. hassed this Certificate of Amendment to be signed ibs/this day of , 199 .

PETER KIEWIT SONS', INC.
By:

Name:

Title:
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APPENDIX E-II
FORM OF
RESTATED CERTIFICATE OF INCORPORATION
OF

[1(2)

Pursuant to Section 245
of the Delaware General Corporation Law

[1(1), a corporation organized and existing uritherlaws of the State of Delaware (the "Corpord)idmereby certifies as follows:
1. The name of the Corporation is [ ](1). The Cogtion was originally incorporated under the naratePKiewit Sons', Inc.

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 Restated Certificate of Incorporation, wihweas duly adopted pursuant to Sections 242 ana2téte Delaware General Corporation
Law, restates and integrates and further amendsrthvisions of the Restated Certificate of Incogtimn of the Corporation.

4. The text of the Restated Certificate of Incogimn as heretofore amended or supplemented ibheestated and further amended to read
in its entirety as follows:

ARTICLE |
NAME

The name of the Corporation is: [ ](1)

ARTICLE II
REGISTERED OFFICE AND REGISTERED AGENT

The address of the registered office of the Coitpmran 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 Compi

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 "DGCL").

1. The name of the Corporation in effect immediapzior to the filing of this Restated Certificaiélncorporation. Prior to such filing, the
Board of Directors of the Corporation will, withoaittion by stockholders, effect a change of thep@m@tion's name from "Peter Kiewit Soi
Inc." to a name selected by such boi



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 Articles V and IX hereof.

Upon the filing of this Restated Certificate of émporation with the office of the Secretary of Bimte of Delaware (the "Effective Time"), (i)
each share of the Corporation's Class D DiversiBeaup Convertible Exchangeable Common Stock, parevof $.0625 per share ("Class D
Stock"), that is issued and outstanding, resersedsuance or held in the Corporation's treastitigeaEffective Time, shall be automatically
redesignated and reclassified, without any actiothe part of the respective holders thereof, aai@on Stock, and (ii) each share of Class D
Stock that is designated as Class D Stock, Non-&tedble Series and that is issued and outstandisgrwed for issuance or held in the
Corporation's treasury at the Effective Time, shalbutomatically redesignated and reclassifiethaut any action on the part of the
respective holders thereof, as Common Stock, NateBmable Series.

ARTICLE V
COMMON STOCK

A. Dividends. After dividends payable on any PreddrStock have been declared and set aside orPsafdrred Stock having a preference
over the Common Stock with respect to the paymestich dividends, the holders of Common Stock dhealkntitled to receive, together w
holders of Class R Stock, when and as declaredhfagsets and funds legally available theref@haa non-cash dividends payable as and
when the Board of Directors in its sole businesiginent so declares. Any such dividend shall be ldayatably to all record holders of
Common Stock as of the record date fixed by ther@o&Directors in accordance with the By-laws o ICorporation for the payment
thereof.

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 holdér€lass R Stock, then outstanding shall be edtitbebe paid ratably out of the assets and
funds of the Corporation available for distributimnits stockholders, after and subject to the payinn 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 adjest in the event of any stock dividend, stocktsglock 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 provigeein or in any amendment hereof, the entirengoti
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power of the Corporation with respect to the etactf directors shall be vested in the holders @h@on Stock and Class R Stock voting
together 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 namiie record of stockholders.

D. Designation of Common Stock, Non-Redeemable Sesi

In the event that the Common Stock is Publicly ®dfhs defined), (i) each share of Common Stock-Redeemable Series shall
automatically, and without further action by orlmehalf of the Corporation, the Corporation's transfgent or the holder of any share of
Common Stock, Non-Redeemable Series, be convertecn equal number of shares of Common Stock wdniemot Common Stock, Non-
Redeemable Series, and the rights, powers, prefeseprivileges and limitations of such sharesmswerted shall be identical to those of all
other shares of Common Stock in all respects, and

(i) Common Stock, Non-Redeemable Series shalbngér be designated as a separate series of CoBtnck

ARTICLE VI
CLASS R STOCK

A. Certain Definitions.
"Appraised Value" shall have the meaning givert to paragraph E.3. hereof.
"Attached Class R Stock" shall mean Class R Stduklwis attached to PKS Holdings Stock pursuartiiéaterms hereof.

"Attached Transfer" shall mean the simultaneoussfier 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 (or fraction thereof) is attached; provideat such transfer of such share of PKS
Holdings Stock is permitted by the Certificate nédrporation of PKS Holdings.

"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 or 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 fmeTr" (as defined above), becomes the "beneficialeoias such term is defined in Rule 13d-
3 and Rule 13d-5 under the Exchange Act), diremtlindirectly, of shares representing more than 5%he total outstanding voting power

of the Corporation or the surviving corporatioraofy such merger or consolidation (if other thanGleporation); (iv) the first day on whict
majority of the members of the Board of Directors maot Continuing Directors; or (v) the adoptiontbg Board of Directors of a plan
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for the distribution of all or substantially all tife assets of the Corporation and its subsidigaie=n as a whole, to stockholders of the
Corporation; PROVIDED, HOWEVER, that the Class @CEange shall not be considered a Change of Control.

"Class C Exchange" shall mean the exchange by ¢ingdEation, pursuant to the Separation Agreemémne 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 whiaek exchanged for PKS Holdings Stock pursuant t&Cthes C Exchange.

"Continuing Director" shall mean, as of any datelefermination, any member of the Board of Dirextwirthe Corporation who (i) was a
member of such Board of Directors immediately foilog the consummation of the Class C Exchange)owéis nominated for election or
elected to such Board of Directors with the appko¥a majority of the Continuing Directors who veemembers of such Board of Directors
at the time of such nomination or election.

"Conversion Condition" shall mean, with respecatgiven share of Class R Stock (or fraction thgrebé 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 it is attached into teo class of stock or securities of PKS Holdingemded to be issued primarily to persons
leaving employment of PKS Holdings; (iii) April 18006; and (iv) a Change of Control of the CorporgtPROVIDED, HOWEVER, that

the Conversion Condition shall not be deemed te&meurred as a result of the Class C Exchange.

"Conversion Ratio" shall have the meaning giveit to paragraph E. hereof.

"Conversion Ratio Certificate" shall mean eithé&ravate Conversion Ratio Certificate or a Publim@arsion Ratio Certificate, each having
the meaning given to it in paragraph E. hereof.

"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 halequal to: (i) in the event that the Trading®is 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®#nt Factor, multiplied by (y) the amount by whtble Base Price exceeds the Trading
Price; PROVIDED, HOWEVER, that in no event shaé tbonversion Value be less than the Minimum Value.

"Convertible Security" shall mean any right or veaatrto subscribe for or to purchase, or any ogtonhe purchase of, shares of Common
Stock or any stock, or other securities convertiile or exchangeable for shares of Common StoRKQYIDED, HOWEVER, that Class R
Stock shall not be a Convertible Security.

"Current Trading Value" of any Publicly Traded seiguon a given date shall mean the arithmetic mafathe daily Mean Reported Prices of
such security for each Business Day during theogesommencing on and including the fourteenth BessrDay preceding such 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.
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"Extraordinary Dividend" shall mean any dividendportion thereof, on the Common Stock (i) paighioperty other than (a) cash, (b) shares
of Common Stock in a subdivision of the outstandihgres of Common Stock (by reclassification oentlise), or (c) pursuant to any rights
agreement in connection with a stockholder rigltas ppproved by the Board of Directors or (ii) paidtash, to the extent that such dividend,
together with all cash dividends paid on the Comr@tatk during the twelve-month period ending ondhte of payment of such dividend
exceeds, on a per share basis, 10% of the Tradiog & the Common Stock as of the record dateichlividend; PROVIDED,

HOWEVER, that in no event shall such excess betgrélaan the amount of such dividend.

"Fixed Conversion Value" shall mean $25.00, asstdplipursuant to paragraph F. hereof.
"Fixed Terms" shall mean each of the Fixed Conwarslalue and the Base Price, each as adjustedgnirguparagraph F. hereof.
"Initial Issuance Date" shall mean the date ofasme of the first share of Class R Stock (or foacthereof) to be issued.

"Inverse Fixed Terms" shall mean each of the Exé@ssunt Factor and the Minimum Conversion LiquidatRatio, each as adjusted
pursuant to paragraph F. hereof.

"Investment Bank" shall mean any investment bankational reputation selected by the Board of Dok

"Liquidation Ratio" shall mean, as of any dateraztion, the numerator of which is the productipti{e number of shares of Class R Stock
outstanding as of such date and (ii) the ConverRiatio, and the denominator of which is sum ottfi@)number of shares of Common Stock
outstanding as of such date and (b) the numeréturah fraction; PROVIDED, HOWEVER, that in no evehall the Conversion Ratio used
to calculate such Liquidation Ratio be less thanNtinimum Conversion Liquidation 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 sales price and the lowest reported gaies, in each case regular way, for such secuagygeported 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 Madssappropriate, or a similar organization if 8&cgis no longer reporting such
information.

"Minimum Conversion Liquidation Ratio" shall mea29, as adjusted pursuant to paragraph F. hereof.
"Minimum Value" shall mean $15.00.

"Permitted Transfer" shall mean any transfer os€IR Stock to the Corporation or any designeeeCibrporation, including a Forced
Conversion or the Mandatory Conversion.

"PKS Holdings" shall mean PKS Holdings, Inc., tdmtwith its successors and assigns.
"PKS Holdings Stock" shall mean common stock, @due $.01 per share, of PKS Holdings.

"Private Conversion Period" shall mean the 25-dayogl commencing on and including the first daydieing the Corporation's mailing to
the registered holders of Class R Stock of a RriGainversion Ratio Certificate; PROVIDED, HOWEVERat in 2006 such term shall run
through May 15, 2006, regardless of the date df snailing.
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"Public Conversion Period" shall mean the periocheencing on and including the first Business Dagaith calendar month, through and
including the fifth Business Day thereafter, exdeptthe calendar month of April 2010, for whicketRublic Conversion Period shall mean
period from and including the first Business Daysoth month, through and including April 15, 2010.

"Publicly Traded" shall mean, with respect to aeguwsity, that such security is listed on a naticseadurities exchange, or is traded on the
Nasdaqg National Market System or the Nasdaq SmalMarket, and has been so listed or traded faramtl15 Business Days prior to
date in question.

"Regular Dividend" shall mean any dividend on th@mnon Stock paid in cash that is not an Extraorglimavidend.

"Restricted Period Termination Date" shall mearhwéspect to a given share of Class R Stock &atifin thereof), the date on which the
Conversion Condition with respect to such shar€laés R Stock (or fraction thereof) has been s$edisf

"Separation Agreement" shall mean that certain @¢jpa Agreement dated as of , 1997 among the Catjpn, 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 Converftatio Certificate, as described in
paragraphs E.3. and E.4. hereof.

B. Attachment.

1. Upon issuance, each share of Class R Stockaatidn thereof) which was issued prior to the Eifee Time attached to the share of Class
C Stock with respect to which it was distributeghdd the occurrence of the Class C Exchange, eack sfi Class R Stock (or fraction
thereof) which was attached to a share of Clas®€kSautomatically and without further action byom behalf of the Corporation, PKS
Holdings, the Corporation's transfer agent or thieldr of such share of Class R Stock or Class €kStdtached to the share of PKS Holdings
Stock for which such share of Class C Stock wab@xged.

2. Each share of Class R Stock (or fraction thgraithched to a share of PKS Holdings Stock immieljigrior to the Effective Time shall
remain attached to such share of PKS Holdings Siftek the Effective Time unless and until otheenpgovided herein.

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 capitatk in a reclassification of PKS Holdings Storicluding any such reclassification in
connection with a consolidation or merger), shaffeSlass R Stock (or fractions thereof) which wetached to PKS Holdings Stock
immediately prior to the occurrence of any suchnéghall, upon the effectiveness of any such eatach on a pro rata basis to (x) the PKS
Holdings Stock held by such holder to which suclreb of Class R Stock (or fractions thereof) wetieched; and/or (y) any capital stock so
issued having ownership restrictions comparabtedse applicable to the PKS Holdings Stock atithe bf the Class C Exchange to which
such shares of Class R Stock (or fractions thergefg attached at such time, as appropriate.

A share of Class R Stock (or fraction thereof) ktietach from the share of PKS Holdings Stock tacWiit is attached only upon the
occurrence of (i) the Conversion Condition withpest to such share of Class R Stock (or fractienetbf), or (i) a Permitted Transfer. If, at
any time prior to the first anniversary of the Gl&Exchange, any holder, who had sold or
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transferred to the Corporation prior to the Clagsx€hange shares of Class C Stock to which ClaS®Bk was attached, purchases or
acquires PKS Holdings Stock, the number of shafr€dass R Stock (or fractions thereof) held by sholder which are not attached to PKS
Holdings Stock multiplied by the Reattachment Ratiall, unless otherwise determined by the Boardiagdctors, immediately attach,
without further action by or on behalf of the Comtion, PKS Holdings, the Corporation's transfegrggr the holder of such share of
Construction Stock, to such newly purchased or iaedushares of PKS Holdings Stock on a pro ratéshaad the Conversion Condition and
the Restricted Period Termination Date shall berssknot to have occurred with respect to such shaEr€lass R Stock (and fractions
thereof) so attached.

"Reattachment Ratio" shall mean the lesser of.Q)at (ii) a fraction, the numerator of which equtile purchase price paid to PKS Holdings,
for such newly purchased or acquired shares of R&fings Stock, and the denominator of which eqttedspurchase price paid to such
holder by the Corporation for such repurchase ohshares of Class C Stock.

4. Certificates representing Attached Class R Ssbell contain such legends as the Corporatiort deam appropriate.
C. Transfer Restrictions.

1. Prior to the occurrence of the Restricted Pefiednination Date for a given share of Class R IS{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 transfeemtgshall register any attempted transfer of amgjficate 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 Perthiliansfer. For purposes hereof, neither the GlaBgchange, the attachment of Class R
Stock to PKS Holdings Stock upon the occurrendh®iClass C Exchange nor the reattachment of ®&t®ck to PKS Holdings Stock
pursuant to paragraph B.3. hereof shall be corsibartransfer of Class R Stock.

2. Following the Class C Exchange and the occugefthe Restricted Period Termination Date foivewy share of Class R Stock (or
fraction thereof), such share of Class R StocKr@artion thereof) shall separate from the sharék$ Holdings Stock to which it was attac
and, until the close of business on the Mandatamv@rsion Date, shall be freely transferable, &edQorporation or its transfer agent shall
from time to time register the transfer of the ifiedite representing such share of Class R Stock#otion thereof) upon the books of the
Corporation, upon surrender of such certificatdy @ndorsed, accompanied by documentation reaspsatisfactory to the Corporation
evidencing that the Restricted Period Terminati@atelhas occurred with respect to such Class R $twdkaction thereof).

3. In the event of an Attached Transfer or a PeeahiTransfer of a share of Class R Stock (or foactihereof) 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 repreing such share of Class R Stock (or
fraction thereof) upon the books of the Corporatigron surrender of such certificate, duly endaraedompanied by documentation
reasonably satisfactory to the Corporation evidegtie Attached Transfer or Permitted Transfethasase may be, of such Class R Stock.
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D. Optional Conversion.

1. Subject to the provisions hereof, each shaf@ads R Stock may be converted, at the optionehtiider thereof (an "Optional
Conversion"), into the number of fully paid and aesessable shares of Common Stock, which are as$ €l Stock, NofRRedeemable Serit
equal to the Conversion Ratio then in effect, aamchdraction of a share of Class R Stock may b&eded into the number of fully paid and
nonassessable shares of such Common Stock ecauadtidraction multiplied by the Conversion Ratientin effect. No share of Class R
Stock (or fraction thereof) may be converted intm®non Stock prior to the occurrence of the Conear&iondition with respect to such
share of Class R Stock (or fraction thereof), ekespprovided in paragraph K. hereof.

2. Other than as set forth in paragraphs K. artftekeof, Class R Stock may not be converted into @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 Caime Period following the earli
of (i) December 31, 1999, or (ii) a Change of Cohtand

b) In the event that the Common Stock is Publiaigded, each share of Class R Stock (or fractioredfefor which the Conversion
Condition has been met may be converted into Com&took 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 Board of Directors mhy,resolution, extend the Blackout Period up t0 d8ys from the first day on
which the Common Stock is Publicly Traded if sougsfed by a managing underwriter of Common Stodoimection with an underwritten
initial public offering thereof. A copy of such i@ation of the Board of Directors shall be madeilade to any stockholder of the
Corporation upon request thereby.

3. Upon the occurrence of any Forced Conversidiamdatory Conversion of Class R Stock or any ligtiwh of the Corporation, the right
Optional Conversion shall terminate at the closbusfiness on the full Business Day next precedieglate fixed for such Forced Conversion
or Mandatory Conversion or for the payment of ampants distributable on liquidation to the holdef€lass 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 ldpexcept 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 by sfiaction of a share of Common Stock.

5. In order to exercise the Optional Conversionilgge, the holder of any Class R Stock to be camdeshall surrender such holder's
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 such shafehe Class R Stock (or fractions thereof)olf s
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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. 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 Comsi@n Condition has been met, as aforesaid, thedCatipn shall cause to be issued and
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, cash as provided in paragragh liereof in respect of any fraction of a
share of Common Stock otherwise issuable upon soiebersion and a certificate or certificates fa& tumber of shares of Class R Stock (or
fractions thereof) representing the shares of GRaSsock (or fractions thereof) surrendered purst@mparagraph D.5. hereof but not so
converted. Such shares of Common Stock, when isshatl be fully paid and nonassessable and fare &ll taxes, liens, charges and
security interests created by or imposed upon thrpdation with respect to the issuance and holthiegeof.

7. 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 effdw conversion of all outstanding Class R StocKoBxtaking any action which would cause
an adjustment reducing the Conversion Value beleathen par value of the shares of Common Stoclalde upon conversion of the Clas
Stock, the Corporation shall take any corporat®aathich may, in the opinion of its counsel, bee&sary in order that the Corporation may
validly and legally issue fully paid and nonasseisahares of such Common Stock at such adjustadetsion Value.

8. All shares of Class R Stock (and fractions tbfrevhich shall have been surrendered for convaragherein provided shall no longer be
deemed to be outstanding and all rights with resfesuch shares, including the rights, if anyretoeive notices and to vote, shall forthwith
cease and terminate except only the right of thédndhereof to receive shares of Common Stockcasti for fractional shares of Common
Stock in exchange therefor and payment of any accamd unpaid dividends thereon. Any shares ofstRaStock (and fractions thereof) so
converted shall be retired and canceled and sbabereissued, and the Corporation shall from tionggme take such appropriate action as
may be necessary to reduce the authorized ClagsdR &ccordingly.

E. Determination of Conversion Ratio; Obligationtleé Corporation to Provide Conversion Ratio Ciedies and Appraisals.

1. The Conversion Ratio, Conversion Value and Trgdirice 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 oftfirst Conversion Ratio Certificate, the Convensialue shall be the Fixed
Conversion Value, the Trading Price shall be theeBRrice and the Conversion Ratio shall be equaietéixed Conversion Value divided by
the Base Price, as each of such terms shall betadjpursuant to the terms hereof.

2. The "Conversion Ratio" shall be equal to (i) @enversion Value divided by (ii) the Trading Price

3. If, at the end of any fiscal year of the Corpiorg beginning with the end of the fiscal yeariagdn 1999, the Common Stock is not
Publicly Traded, the Corporation shall, no eatlien 20 days nor later than 60 days following the ef such fiscal year, cause to be provi
to
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each office designated for conversion of ClassdrliSta copy of a certificate (the "Private ConvaensRatio Certificate") signed by two
officers of the Corporation setting forth the Corsien Ratio, Conversion Value and Trading Pricefatie end of such fiscal year, calculated
in each case pursuant to this paragraph E. Iniaddif a Change of Control occurs when the Comi8totk is not Publicly Traded, the
Corporation shall within 60 days following such @ga of Control, cause to be provided to each offiesignated for conversion of Class R
Stock, such a Private Conversion Ratio 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.

If, at the end of any fiscal year of the Corpomajibeginning with the end of the fiscal year endm@999, the Common Stock is not Publicly
Traded, the Corporation shall cause to be prepamddielivered to the Board of Directors and appddwethe Board of Directors, prior to 60
days following the end of such fiscal year, an ajgal (an "Appraisal”) of the per share value ef @ommon Stock as of the last day of such
fiscal year by an Investment Bank. If a Change afitébl occurs or the Board of Directors should deiee to cause a Forced Conversion,
the Common Stock is not Publicly Traded, the Caafion shall cause to be prepared and delivereldet@bard of Directors and approved by
the Board of Directors, within 60 days followingcbuChange of Control or determination of the Baafr®irectors, an Appraisal of the per
share value of the Common Stock as of the dataalf Ehange of Control or determination of the BaarBirectors. Such Investment Bank
shall determine the per share value of the ComntockSs if the Common Stock was Publicly Traded stmall submit such per share valu
the Board of Directors for its approval. The vahez share of the Common Stock as approved by tlaedBaf Directors shall be the
"Appraised Value." In determining the Appraised Malthe Investment Bank shall place substantialnbuexclusive, emphasis on valuatir
of comparable companies in the public equity markand shall not take into account factors suatbagol premiums, minority discounts or
illiquidity discounts that would not generally appb 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 suateinsladdress appearing upon the books of the Gipo 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 Basiay of such calendar month. Notwithstandingrang 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
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Conversion Ratio Certificate is provided pursuarthis paragraph E.4., the Corporation shall mairaaeasonable means to allow holders to
be informed of the value of the Conversion Ratisetsforth in the most recent Public ConversioridR@ertificate on an immediate basis
during business hours on each Business Day on viZlads R Stock is issued and outstanding.

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 providecebg.

6. Conversion Ratio Certificates may, at the Caapion's discretion, be prepared by an agent o€tmporation. In such case each such
Conversion Ratio Certificate shall be signed byathorized signatory of such agent and counterditpyetwo officers of the Corporation.

7. Upon any conversion of Class R Stock into Comi@tatk, in no event shall any such Class R Stoatobeerted into Common 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 Comn&inck) in shares of Common Stock, (b)
subdivide its outstanding shares of Common Stagkcdmbine its outstanding shares of Common Staitka smaller number of shares of
Common Stock or (d) in an event or manner othar #saset forth in paragraph F.4. below issue aayeshof its capital stock in a
reclassification of the Common Stock (each, a "@ovsion Term Adjustment Event"):

a) Each of the Fixed Terms shall be adjusted tovéhge determined by multiplying (x) the Fixed Teimmediately prior to such Conversion
Term Adjustment Event, by (y) a fraction, the nuater of which is the number of shares of CommortiStutstanding immediately prior to
such Conversion Term Adjustment Event, and the aémator of which is the number of shares of Comi8totk outstanding immediately
after such Conversion Term Adjustment Event; and

b) Each of the Inverse Fixed Terms shall be adjutig¢he value determined by multiplying (x) suckidrse Fixed Term immediately prior to
such Conversion Term Adjustment Event, by (y) atfom, the numerator of which is the number of ssasf 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. If the Corporation shall issue Convertible Sémsg to all holders of its outstanding Common Kt@ather than pursuant to any rights
agreement in connection with a stockholder rigltas ppproved by the Board of Directors), withougmpant of additional consideration by
such holders, entitling them (for a period expinmithin 45 days after the record date mentionedwgto subscribe for or purchase shares of
Common Stock at a price per share that is lower tha Trading Price as set forth in the most reGamtversion Ratio Certificate prior to the
record date mentioned below (or, if no ConversiatidrCertificate has yet been provided, equal éoBase Price immediately prior to such
record date) (a "Discounted Stock Adjustment Event"

a) Each of the Fixed Terms shall be adjusted tovéthge determined by multiplying (x) such term indisely prior to such Discounted Stock
Adjustment Event, by (y) a fraction, (i) the nunteraof which shall be the number of shares of Comi@tock outstanding on the date of s
Discounted Stock Adjustment Event plus the numlbehares which the aggregate offering price oftthal number of shares of Common
Stock so offered would purchase at the price paresbf Common Stock equal to the Trading Pricesai$osth in
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the most recent Conversion Ratio Certificate piaothe record date mentioned below (or, if no Cosiom Ratio Certificate has yet been
provided, equal to the Base Price immediately goasuch record date), and (ii) the denominatarioith shall be the number of shares of
Common Stock outstanding on the date of such DigealStock Adjustment Event plus the number oftamttil shares of Common Stock
offered for subscription or purchase.

b) Each of the Inverse Fixed Terms shall be adjuig¢he value determined by multiplying (x) suelmt immediately prior to such
Discounted Stock Adjustment Event, by (y) a frattif) the numerator of which shall be the numifestares of Common Stock outstanding
on the date of such Discounted Stock AdjustmenhEpkis the number of additional shares of CommimelSoffered for subscription or
purchase, and (ii) the denominator of which shalthe number of shares of Common Stock outstaratirtfpe date of such Discounted Stock
Adjustment Event plus the number of shares whiehatligregate offering price of the total numberhaires of Common Stock so offered
would purchase at the price per share of CommockStqual to the Trading Price as set forth in tlestnecent Conversion Ratio Certificate
prior to the record date mentioned below (or, ifGanversion Ratio Certificate has yet been provi@egial to the Base Price immediately
prior to such record date).

Such adjustment shall be made whenever such CdvleeBtecurities are issued, and shall become éffethmediately on the date of
issuance retroactive to the record date for therdehation of stockholders entitled to receive sGamvertible Securities.

3. If the Corporation shall pay any Regular Dividew Extraordinary Dividend (a "Dividend Adjustmegient"):

a) Each of the Fixed Terms shall be adjusted tb satue determined by multiplying (x) such term iedvately prior to such Dividend
Adjustment Event, by (y) a fraction, (i) the nuntersof which shall be the Trading Price immediatefior to such Dividend Adjustment
Event minus the per share amount received by helfe€ommon Stock in connection with such dividearj (ii) the denominator of which
shall be the Trading Price immediately prior totsividend Adjustment Event.

b) Each of the Inverse Fixed Terms shall be adjusiesuch value determined by multiplying (x) stetm immediately prior to such
Dividend Adjustment Event, by (y) a fraction, (letnumerator of which shall be the Trading Pricengdiately prior to such Dividend
Adjustment Event, and (ii) the denominator of whittall be the Trading Price immediately prior tetsividend Adjustment Event minus
the per share amount received by holders of ClaSt®oBk in connection with such dividend.

Any non-cash portions of an Extraordinary Dividesad forth in this paragraph F.3. shall be basechuipe fair market value of such non-cash
portion at the time such Extraordinary Dividendiélared or paid, as determined in good faith leyBbard of Directors.

4. If any capital reorganization or reclassificatmf the capital stock of the Corporation, or cditkstion 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 &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 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,
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securities, cash or other property issuable orlglay@s part of the reorganization, reclassifiegtmpnsolidation, merger, share exchange or
sale) with respect to or in exchange for such nurobeutstanding shares of Common Stock as wouwe ls@en received upon conversion of
the Class R Stock at the Conversion Ratio immelgiaigor to such event. The Corporation shall fé¢& any such consolidation, merger or
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 delideie 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 emtitb receive upon conversion of such
holder's shares of Class R Stock.

5. The Corporation shall not effect a reclassifaabf the Class R Stock without the approval dfiees of a majority of the shares of Class R
Stock.

6. The provisions of this paragraph F. shall ngiyapo any Common Stock issued, issuable or deemnéstanding pursuant hereto: (a) to any
person pursuant to any stock option, stock purchasenilar 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; (b) pursuant to options,
warrants and conversion rights in existence onrthial Issuance Date; or (c) on conversion of @lass R Stock.

7. In the event of:

a) the occurrence of any event causing the adjugtofeéhe Fixed Term or any Inverse Fixed Term parg to paragraphs F.1., F.2. or F.3.
hereof; or

b) 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 clifestion or merger of the Corporation with, or safell or substantially all of its assets to,
another corporation; or

c) there shall be a voluntary or involuntary diss$ioln, liquidation or winding up of the Corporatiasr
d) the occurrence of a Change of Control
then, in connection with such event, the Corporasieall give to the holders of the Class R Stock:

(1) in the case of (a), (b), or (c) above, at Iéasnty (20) days prior written notice of the datewhich the books of the Corporation shall
close or a record shall be taken for such divideitribution or subscription rights or for detenimg rights to vote in respect of any such
reorganization, reclassification, consolidationygeg, sale, dissolution, liquidation or winding ygpovided that if the Class R Stock is
Publicly Traded, such notice must be given priath®end of the Public Conversion Period prioruohsrecord date;

(2) in the case of any such reorganization, reiflaagon, consolidation, merger, sale, dissolutibgquidation 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, distributionurscription rights, the date on which the holdédr€@mmon Stock shall be entitled thereto,
and shall also specify the date on which the heldélCommon Stock shall be entitled to exchange @@mmon Stock for securities or other
property deliverable upon such reorganization assification consolidation, merger, sale, dissohutliquidation or winding up, as the case
may be; and
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(3) in the case of d) above, five days after subhr@e of Control, unless notice is required sobygil) above; provided that if stockholder
approval is required to effect such Change of Gntiotice shall be provided concurrently with tiaice to stockholders in connection with
obtaining such stockholder approval.

Each such written notice shall be given by firstssl mail, postage prepaid, addressed to the halfldre Class R Stock at the address of each
such holder as shown on the books of the Corparatio

8. If any event occurs as to which, in the opindéthe 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 aforesaid. thmoccurrence of any such adjustment
pursuant to this paragraph F.8., the Corporatiati gfive notice to the holders of Class R Stock@wvided in paragraph F.7(1), F.7(2) or F.7
(3) hereof, as appropriate. All calculations antkdwainations required to be made by the Corporagiimsuant hereto shall be made by the
Corporation in good faith. All such calculationdasteterminations shall be conclusive unless othenspecifically provided hereby.

G. Rank.

The Class R Stock shall, with respect to divideistrithutions and with respect to distributions efets 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 payable on any Preferred Stamkehbeen declared and set aside on such Prefdoek t&ving a preference over the
Common Stock and Class R Stock with respect tpéyment of such dividends, holders of Class R Ssheitl only be entitled to receive
dividends, out of any assets or funds legally add therefor, in an amount per share of ClassoRkStand proportionally to such amount for
fractional shares thereof) 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 Dividentired on a share of Common Stock; and

b) Subject to Paragraph K. hereof, if and when snaérdinary Dividend is declared, an amount whghqual to (i) the Conversion Ratio
then in effect multiplied by (i) onésurth of the sum of (A) the aggregate per sharewarhof all cash portions of such Extraordinary ibénc
plus (B) the aggregate per share amount (basedthpdair market value of the non-cash portionwatsExtraordinary Dividend at the time
such Extraordinary Dividend is declared or paidiefermined in good faith by the Board of Directa&all non-cash portions of such
Extraordinary Dividend, in each case as declared sinare of Common Stock.

Such dividends shall be declared and paid conteamgously with the declaration and payment of theted dividend on the Common Stock;
and the foregoing are the only times when dividestasl be declared and paid with respect to thesORStock.

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 or paid or setrgfor payment by the Corporation on
Common Stock unless, contemporaneously therewltke aatable dividend calculated in accordancéwhiis paragraph H. is declared and
paid, or declared and a sum set apart sufficiansdoh payment, on the Class R Stock, payabletderte herein.
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I. Liquidation Rights.

1. In the event of a Liquidation, the holders cd$3d R Stock then outstanding shall be entitlectpaid ratably out of the assets and funds of
the Corporation legally available for distributitmits stockholders, after and subject to the paytrirefull of all amounts required to be
distributed to the holders of any Preferred Stoorusuch Liquidation, an amount equal to (a) tlguldation Ratio then in effect multiplied
by (b) the aggregate amount of all assets and fterdaining available for distribution to holders@mmon Stock and Class R Stock.

J. Voting.

Each issued and outstanding share of Class R &ockfraction thereof) shall be entitled to votéyd() for the election of directors, and (ii)
as required by law. On matters on which the holdéfslass R Stock are entitled to vote, (a) eastidd and outstanding share of Class R
Stock shall be entitled to the number of votes etputhe Conversion Ratio as of the record datal&germination of stockholders entitled to
vote on such matter, and (b) each issued and adistafraction of a share of Class R Stock shakiitled to (x) such fraction, multiplied |
(y) the number of votes equal to the Conversiond=a of the record date for determination of shadéters entitled to vote on such matter.
Except as required by law, holders of Class R Ssgtail vote together with the holders of Commorckias a single class on all matters on
which holders of Class R Stock are entitled to vote

K. Forced Conversion.

1. In the event that the Board of Directors detemsithat the Corporation should convert all issursdioutstanding shares of Class R Stock
(and fractions thereof) into Common Stock, the ©@eafion may at its option, elect to cause all,fmttless than all, shares of Class R Stock
(and fractions thereof) to be converted (a "Foi€edversion”) into Common Stock at the Conversiotidi@ in the event that the Common
Stock is not Publicly Traded, set forth in the BtevConversion Ratio Certificate delivered purstamaragraph E.3. hereof as a result of
determination by the Board of Directors, and (iXie event that the Common Stock is Publicly Tdade effect on the date the Board of
Directors determines to cause such a conversio®@\RBED, HOWEVER, that if such Conversion Ratio iifieet was calculated using a
Conversion Value of less than $25.00, such ConwerRiatio shall be recalculated using a Conversialu®/of $25.00.

2. All holders of record of shares of Class R Stikfractions thereof) will be given at least {&0) days prior written notice of the date fi)
and the place designated for such conversion afsdaStock pursuant to this paragraph K. Such astiall be sent by mail, first class,
postage prepaid, to each record holder of shar€kask R Stock (or fractions thereof) at such hddeddress appearing on the stock register.
On or before the date fixed for conversion eaclléwobdf shares of Class R Stock (or fractions thgdwall surrender his or its certificate or
certificates for all such shares to the Corporatibthe place designated in such notice, and grexkafter receive certificates for the number
of shares of Common Stock and cash in lieu of aagtibnal shares of Common Stock to which suchéraklentitled pursuant to this
paragraph K. On the date fixed for conversionrights with respect to the Class R Stock so coedentill terminate, except only the rights of
the holders thereof, upon surrender of their dedti€ or certificates therefor, to receive ceréifes for the number of shares of Common Stock
into which such Class R Stock has been converteth as provided in paragraph D.4. hereof in resgfeanty fraction of a share of Common
Stock otherwise issuable upon such conversion agthent of any accrued and unpaid dividends thelésn.required by the Corporation,
certificates surrendered for conversion shall ldoesed or accompanied by written instrument orimsents of transfer, in form satisfactory
to the Corporation, duly executed by the registér@der or by his attorneys duly authorized in ingt All certificates evidencing shares of
Class R Stock
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(or fractions thereof) which are required to baesundered for conversion in accordance with theigrors hereof shall, from and after the ¢
fixed for conversion, be deemed to have been tetirel canceled and the shares of Class R Stodtagions thereof) represented thereby
converted into Common Stock for all purposes, nihtstanding the failure of the holder or holders¢loéto surrender such certificates on or
prior to such date. As soon as practicable afeedtte of such conversion and the surrender afehédicate or certificates for Class R Stock
as aforesaid, the Corporation shall cause to bedsand delivered to such holder, or on such hsldettten order, a certificate or certificates
for the number of full shares of Common Stock issei@n such conversion in accordance with the gioms hereof, cash as provided in
paragraph D.4. hereof in respect of any fractioa share of Common Stock otherwise issuable upoim sonversion and payment of any
accrued and unpaid dividends thereon.

L. Mandatory Conversion.

1. Each share of Class R Stock (and fraction thipoedstanding as of the Mandatory Conversion Batal, automatically, and without
further action by or on behalf of the Corporatitire Corporation's transfer agent or the holdeuohsshare of Class R Stock, be converted
(the "Mandatory Conversion") into shares of ComrBoock (and cash in lieu of any fractions of shafeSommon Stock as provided in
paragraph D.4. hereof) at the Conversion Ratidfaceas of such Mandatory Conversion Date.

2. All holders of record of shares of Class R St@kfraction thereof) will be given written notieg least ten (10) days prior to the Manda
Conversion Date stating the place designated fordat@ry conversion of all of such shares of Clag&tdétk pursuant to this paragraph L.
Such notice shall be sent by mail, first classtqmes prepaid, to each record holder of sharesagsdR Stock (or fraction thereof) at such
holder's address appearing on the stock registear®efore the Mandatory Conversion Date, eactidraf Class R Stock shall surrender his
or its certificate or certificates for all such sdm(or fractions thereof) to the Corporation atplace designated in such notice, and shall
thereafter receive certificates for the numberhaires of Common Stock and cash in lieu of anyifsaat shares of Common Stock to which
such holder is entitled pursuant to this paragtapbn the date fixed for conversion, all rightslwiespect to the Class R Stock so converted
will terminate, except only the rights of the halkléhereof, upon surrender of their certificate®entificates therefor, to receive certificates for
the number of shares of Common Stock into whiclstiass R Stock has been converted, cash as pdowigearagraph D.4. hereof in
respect of any fraction of a share of Common Stitbkerwise issuable upon such conversion and payafemy accrued and unpaid
dividends thereon. If so required by the Corporatiertificates surrendered for conversion shakfgorsed or accompanied by written
instrument or instruments of transfer, in form Saittory to the Corporation, duly executed by #gistered holder or by his attorneys duly
authorized in writing. All certificates evidencisfares of Class R Stock (and fractions thereofgiwhre required 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 (andoinaahereof) represented thereby converted intmi@on Stock for all purposes,
notwithstanding the failure of the holder or hokldrereof to surrender such certificates on orpdacuch date. As soon as practicable after
the date of such Mandatory Conversion and the sdereof the certificate or certificates for ClasStck as aforesaid, the Corporation shall
cause to be issued and delivered to such holden such holder's written order, a certificate entiicates for the number of full shares of
Common Stock issuable on such conversion in acocsdwith the provisions hereof, cash as providguhirmgraph D.4. hereof in respect of
any fraction of a share of Common Stock otherngseable upon such conversion and payment of amyedtand unpaid dividends thereon.
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N. Taxes. The Corporation shall pay all documensgaynp taxes attributable to the initial issuarnic€lass R Stock and of the share
Common Stock issuable upon conversion of ClassoRkSprovided that the Corporation shall not beuresgl to pay any tax or taxes which
may be payable in respect of any transfer involnettie issue of any certificates representing shafelass R Stock (or fractions thereof) or
Common Stock in a name other than the holder o€#ngficate or certificates surrendered upon cosiea of Class R Stock, and the
Corporation shall not be required to issue or @elauch certificates unless or until the persopessons requesting the issuance thereof shall
have paid to the Corporation the amount of suctotashall have established to the satisfactiomefGorporation that such tax has been paid.

ARTICLE VII
PREFERRED STOCK

The Preferred Stock may be issued from time to aisiberein provided in one or more series. Thegdasions, 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 daggsarelative 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 prefesnover dividends on the Common Stock
or any other class or classes);

C. whether the series will be redeemable (at thiopf the Corporation or the holders of such ekar both, or upon the happening of a
specified event) and, if so, the redemption praxed 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 omifdhe 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 conversia@xohange;

F. the voting rights, if any (other than any votinghts that the Preferred Stock may have as aemaftiaw);
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 dfet 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 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 Prefertedkof all series shall be of equal rank
and shall be identical in all respects except éingtseries may differ from any other series wilpezt to any one or more of the
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designations, relative rights, preferences andditions described or referred to in subparagraptts A inclusive above.

ARTICLE VIII
DIRECTORS

A. The Board of Directors shall consist of no fewraan six persons and no more than fifteen persorgssuch number shall be fixed by, or in
the manner provided in, the By-laws of the Corgdorat

B. Upon the Effective Time, the Board of Directstsll 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 sogitastied by the Board of Directors shall expire attttmes of the annual meetings of the
stockholders as follows: Class | on the first ahmueeting of stockholders following the Effectivenie, Class Il on the second annual
meeting following the Effective Time and ClassdH the third annual meeting following the Effectiliene, or thereafter in each case when
their respective successors are elected and auhalfit each subsequent annual election, the directmsen to succeed those whose terms ar
expiring shall be identified as being of the saasgas the directors whom they succeed, andlghallected for a term expiring at the timi

the third succeeding annual meeting of stockhold®rthereafter in each case when their respesticeessors are elected and qualified. The
number of directorships shall be apportioned ambeglasses so as to maintain the classes as egady 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, howewsuiting, may be filled only by a majority of theesttors then in office, even if less the
quorum, or by a sole remaining director. Any diceatlected to fill a vacancy shall hold office foterm that shall coincide with the term of
the class to which such director shall have beecied.

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 gudhe fifteenth day of any calendar month oftesell part or all of their shares of
Common Stock to the Corporation by delivering tedificate 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 stoadk svithin 60 days after receipt of
such certificates and such written notice by thgarmation, without interest.

B. Suspension of Repurchase Duties.

If the Board of Directors determines that the Fdamtalue at the end of the fiscal year during wisdlch determination is made is likely tc
less than (i) the Formula Value at the end of tter ffiscal year less

(i) the aggregate amount of dividends declarethenCommon Stock since the end of the prior figealr, the Board of Directors may
suspend the Corporation's duty to repurchase sb&f@smmon Stock in accordance with this Article By such suspension shall not
extend for a period longer than 365 days from thie df the Board of Directors' declaration of sugi@n. During any such suspension pet
the Corporation shall not repurchase any shar€oofmon Stock tendered for repurchase pursuantrggpph 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. Additional Purchase Price

If the Common Stock Per Share Price as in effettteatime of any such purchase of a share of ConBtock by the Corporation pursuant to
this Article 1X is less than such Common Stock Beare Price would have been if it had been deteunim accordance with the balance s
classifications of liabilities and stockholdersuig used by the Corporation immediately priortie Exchange Date (as defined below) in
preparing the Corporation's financial statemeiis,Gorporation shall, subject to the limitationsfeeth in this Article IX, pay an amount for
such share, in
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addition to the Common Stock Per Share Price recefor in accordance with paragraph D., equaiecaimount of such deficiency.
F. Definitions for purposes of Article IX.
1. "Common Stock Per Share Price" with respechjoshare of Common Stock, means the amount detedin dividing:

(@) the sum of (i) the Formula Value PLUS (ii) faee amount of any outstanding Convertible Deb@studetermined as of the fiscal year
immediately preceding the date of determinatior (tbrior year end"); by

(b) the sum of (i) the total number of issued antstanding shares of Common Stock, PLUS (ii) thal teumber of shares reserved for the
conversion of outstanding Convertible Debenturewedible into Common Stock, in each case deterchaseof the prior year end; and

deducting from the quotient (rounded to the ne&@%5) the amount of any dividends per share det¢lan Common Stock subsequent tc
prior year end.

2. "Convertible Debenture" means any debenturgt@raonstrument evidencing indebtedness of the @attpn convertible at any time into
shares of Common Stock.

3. "Formula Value" means:

(a)(i) if such Formula Value is being determineaaprior to the end of the fiscal year during whtbe date of the exchange (the "Exchange
Date") of the shares of the Corporation's thentanting Class C Construction & Mining Group Res#itRedeemable Convertible
Exchangeable Common Stock, par value $.0625 pee sfua shares of common stock of PKS Holdings, has occurred, the total
stockholders' equity of the Corporation and itssmidated Subsidiaries, determined by independentified public accountants in conform
with generally accepted accounting principles agaptin a consistent basis as of the Exchange Cftae gaving effect to the exchange on that
date; or

(i) if such Formula Value is being determined aftee end of the fiscal year during which the Exagf@Date occurs, the total stockholders'
equity as shown on the consolidated balance slet¢dioed in the Consolidated Financial StatemeftissoCorporation and consolidated
Subsidiaries, prepared in conformity with generaltgepted accounting principles applied on a cterttibasis for the Corporation and its
consolidated Subsidiaries as of the fiscal yeariemdediately preceding the date of determinatibe (fprior year end") and audited and
certified by an independent firm of certified pubdiccountants selected and engaged by the Bo&uleaftors; MINUS

(b) the sum of (x) such total stockholders' eqaityibutable to any issued and outstanding PredeéBteck, plus (y) the amount of any accrt
accumulated and undeclared dividends thereonsaf the date of determination.

4. "Subsidiary" means a corporation, partnershiptber entity with respect to which the Corporatimids, directly 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.

G. Notwithstanding any other provision hereof witkpect to the Common Stock, other than as sét iforrticle V, paragraph D., in no
event shall (i) any holder of Common Stock, Non-&adable Series have any right to require the Catjoorto repurchase such holder's
shares of Common Stock, Non-Redeemable Serie§ @afinmon Stock, Non-Redeemable Series be sulgexty 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 threv enterprise, to the fullest extent permittederrapplicable law.

The indemnification provided by this Article XI dhaot be deemed exclusive of any other rights hicl 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, officempioyee and shall inure to the benefit of thedh@recutors 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 faetr 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 calleshatiane 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 Corporatof 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.

E-ll -21



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 efrthany 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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