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FORM 10-Q

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended March 31, 1995

or
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period to

Commission file number 0-15658

PETER KIEWIT SONS', INC.

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) ( I.R.S. Employer
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1000 Kiewit Plaza, Omaha, Nebraska 68131
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(Address of principal executive offices)

402-342-2052
(Registrant's telephone number,
including area code)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
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subject to such filing requirements for the past@g@s. Yes X No
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PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Operations

(unaudited)
Thr ee months ended
March 31
(dollars in millions, except per share data) 199 5 1994
Revenue $ 68 1 $ 573
Cost of Revenue (63 6) (506)
4 5 67
General and Administrative Expenses 8 1) (69)
Operating Loss 3 6) 2)
Other Income (Expense):
Gain on Subsidiary's Stock Transactions, net 3 25
Investment Income,net 1 8 21
Interest Expense, net (2 7) a7
Other, net 7 3
1 32
Earnings (Loss) Before Income Taxes
and Minority Interest 3 5) 30
Provision for Income Taxes ( 3) (14)
Minority Interest in Net Losses of Subsidiaries 1 9 7
Net Earnings (Loss) $(1 9) $ 23
Loss Attributable to Class B&C Stock:
Net Loss $ ( 2) $ (2
Loss per Common and Common
Equivalent Share $(1 6) $(.14)
Earnings (Loss) Attributable to Class D Stock:
Net Earnings (Loss) $ (17 ) $ 25
Earnings (Loss) per Common and Common
Equivalent Share $(.8 0) $1.21
Cash Dividends per Common Share:
B&C Stock $ - $ -
D Stock $ - $ -

See accompanying notes to consolidated condensaucfal statement



(dollars in millions)
Assets

Current Assets:

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

March 31,
1995
(unaudited)

Cash and cash equivalents $ 392
Marketable securities 706
Receivables, less allowance of

$9 and $9

372

Note receivable from sale of

discontinued operations -
Costs and earnings in excess of

billings on uncompleted contracts 143
Investment in construction

joint ventures 50
Deferred income taxes 68
Other 102

Total Current Assets 1,833

Property, Plant and Equipment,
less accumulated depreciation and
amortization of $767 and $731 1,350

Investments 425
Intangible Assets, net 755
Other Assets 86

$ 4,449

See accompanying notes to consolidated condensaucfal statement

December 31,
1994

$ 400
910

414

29

1,244
314
749

82
$ 4,504



PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

March 31, December 31,
(dollars in millions, 1995 1994
except per share data) (unaudited)

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 338 $ 344
Current portion of long-term debt:
Telecommunications 28 26
Other 5 7
Accrued costs and billings in excess
of revenue on uncompleted contracts 150 143
Accrued insurance costs 71 75
Other 185 218
Total Current Liabilities 777 813
Long-Term Debt, less current portion:
Telecommunications 845 827
Other 84 81
Deferred Income Taxes 290 302
Retirement Benefits 48 67
Accrued Reclamation Costs 105 103
Other Liabilities 137 127
Minority Interest 436 448

Stockholders' Equity:

Preferred stock, no par value, Authorized
250,000 shares: no shares outstanding - -
Common stock, $.0625 par value,
$1.6 billion aggregate redemption
value:
Class B, authorized 8,000,000 shares:
884,400 outstanding in 1995 and
1,000,400 in 1994 -
Class C, authorized 125,000,000 shares:
13,006,455 outstanding in 1995 and
15,087,028 in 1994 1 1
Class D, authorized 50,000,000 shares:
21,251,591 outstanding in 1995 and

20,391,568 in 1994 1 1
Additional paid-in capital 180 182
Foreign currency adjustment (5) ()
Net unrealized holding gains (losses) 4 (8)
Retained earnings 1,546 1,567

Total Stockholders' Equity 1,727 1,736
$4,449 $4,504

See accompanying notes to consolidated condensaucfal statement



PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Cash Flows

(unaudited)
Three months ended
March 31
(dollars in millions) 1995 1994
Cash flows from operations:
Net cash provided by continuing
operations $ 12 $ 3
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments 347 992
Purchases of marketable securities (114) (1,355)
Proceeds from sales of property, plant
and equipment, and other investments 3 4
Capital expenditures (141) (74)
Acquisitions and investments in affiliates (130) (49)
Deferred development costs and other (12) (8)
Net cash used in
investing activities 47 (490)
Cash flows from financing activities:
Proceeds from long-term debt borrowings 21 639
Payments on long-term debt, including
current portion (12) (159)
Net change in short-term borrowings - 1
Repurchases of common stock (5) (22)
Dividends paid ) (6)
Other 1 3)
Net cash provided by (used in)
financing activities 2) 450
Cash flows from discontinued packaging operations:
Proceeds from sales of discontinued
packaging operations 29 -
Other cash provided by discontinued
packaging operations - 2
Net cash provided by discontinued
packaging operations 29 2
Effect of exchange rates on cash - 2)
Net change in cash and cash equivalents (8) (37)
Cash and cash equivalents at
beginning of period 400 296
Cash and cash equivalents at end of period $ 392 $ 259
Noncash investing activities:
Issuance of MFS stock for purchase of
telecommunications companies $ 6 $ 19
MFS stock transactions to settle
contingent purchase price liability - 25

See accompanying notes to consolidated condensaucfal statement



PETER KIEWIT SONS', INC.
Notes to Consolidated Condensed Financial Statement
1. Basis of Presentation:

The consolidated condensed balance sheet of PeeitiSons', Inc. ("PKS") and subsidiaries (the i@mny") at December 31, 1994 has
been condensed from the Company's audited balteet as of that date. All other financial statera@aintained herein are unaudited and, in
the opinion of management, contain all adjustméuasisting only of normal recurring accruals) reseey for a fair presentation of financial
position and results of operations for the peripgsented. The Company's accounting policies ardigether disclosures are set forth in
notes to the consolidated financial statementsadoad in the Company's Annual Report on FornK1fer the year ended December 31, 1¢

Marketable securities at March 31, 1995 and Dece®bel994 include approximately $59 million and $6illion, respectively, of
investments which are being held by the ownersaoibus construction projects in lieu of retainageceivables at March 31, 1995 and
December 31, 1994 include approximately $60 milbo $48 million, respectively of retainage on unpteted projects, the majority of
which is expected to be collected within one year.

Where appropriate, items within the consolidatedidemsed financial statements have been reclas$ifiedthe previous periods to conform
to current year presentation.

2. Earnings (Loss) Per Share:

Primary earnings (loss) per share of common staeie fbeen computed using the weighted average nushbares outstanding during each
period. Fully diluted earnings (loss) per sharechaot been presented because they are not matelifédirent from primary earnings (loss)
per share. The number of shares used in compuimings (loss) per share was as follows:

Three months ended

March 31

1995 1994
Class B&C 13,909,42 2 15,376,585
Class D 21,265,76 9 20,546,044

3. Summarized Financial Information:

Holders of Class B&C Stock (Construction & Miningdsp) and Class D Stock (Diversified Group) arekitmlders of PKS. The
Construction & Mining Group contains the Comparmygastruction operations and certain mining servitég Diversified Group contains
coal mining properties, telecommunications subsiea data management services, a minority intémeSalifornia Energy Company, Inc.
("CECI") and miscellaneous investments. Corporagets and liabilities which are not separatelytified with the ongoing operations of the
Construction & Mining Group or the Diversified Gipare allocated equally between the two gro



A summary of the results of operations and findrmiaition for the Construction & Mining Group atite Diversified Group follows. The
summary information for December 31, 1994 was @eriirom the audited financial statements of thpeesve groups which were exhibits
the 1994 Annual Report. All other summary inforroativas derived from the unaudited financial statenef the respective groups which
are exhibits to this Form 10-Q. All significanténtompany accounts and transactions, except thidlg between the Construction &

Mining Group and the Diversified Group, have bekmieated.

Construction & Mining Group:

Three
1995
Results of Operations:
Revenue $ 426
Net loss $ (2
Loss per share $ (.16
Financial Position:
Working capital $ 262
Total assets 896
Long-term debt, less current portion
Stockholders' equity 448

months ended
March 31
1994

$ 411

) $ (2
) $(.14)
$ 333
967

9
505

Included within loss before income taxes is minenaggement income from the Diversified Group of $8iam in 1995 and $7 million in

1994,

Diversified Group:

Three
1995
Results of Operations:
Revenue $ 257
Net earnings (loss) $ (17
Earnings (loss) per share $ (.80
March 31
1995
Financial Position:
Working capital $ 794
Total assets 3,575
Long-term debt, less current portion 922
Stockholders' equity 1,279

months ended
March 31
1994

$ 162
) $ 25
) $121

, December 31,
1994

$ 969
3,549

899
1,231

Included within earnings (loss) before income taaxe@smine management fees paid to the Constru&tigining Group of $8 million in 1995

and $7 million 1994



4. Acquisitions:

In February 1995, CECI, an equity method investempleted the purchase of Magma Power Companycasie transaction, valued at $950
million was partially financed by the sale of 17limn shares of common stock at $17 per share.aksqf this offering, the Company
purchased 1.5 million shares. The net transacédnged the Company's ownership percentage of corsionok in CECI to 22%. Following
the transaction, the Company's cumulative investimecommon stock totals $140 million, $37 millionexcess of the Company's
proportionate share of CECI's equity.

C-TEC has entered into a merger agreement with Teimnty Trans Video, Inc. ("Twin County") and itsaseholders. Twin County provides
cable television service to 74,000 subscriberastern Pennsylvania. The transaction, subjectyulatory approval and other conditions, is
expected to close in the second quarter of 1998osideration for all the capital stock of Twinu®y, C-TEC has deposited $5 million and
will pay $43 million in cash, issue a $4 millionteand issue $52 million in exchangeable prefestedk of its subsidiary, C-TEC Cable
Systems, Inc. The preferred stock will be exchahbgefor C-TEC common stock under certain conditions

In January 1995, C-TEC entered into an agreememiithase Buffalo Valley Telephone Company. Theeggte consideration for the
purchase ($55 million) will be a combination of le@d convertible preferred stock in the Teleph@neup of C-TEC. The transaction is
expected to close in the third quarter of 1995 f@lafValley Telephone Company provides local tetaphservice to 17,300 access lines in
central Pennsylvania.

Also in January 1995, C-TEC purchased, for $84iomilin cash, a forty percent equity position in Megble, S.A. De C.V., Mexico's second
largest cable television operator with 174,000 stibsrs in twelve cities. The purchase price igetito adjustments based on fourth quarter
1995 exchange rates.

5. Other Matters:

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pétr PKS to make a tax-free
distribution of its entire ownership interest in Blffo the Class D stockholders (the "Spffi. PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Direstaluring the second quarter of 1995. If the Bodidiectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might not@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRileng (as described below), would require a falgarote from a majority of the minori
common stockholders of MFS, other than the Compprasent and voting in person or by proxy at aigp®FS stockholders meeting. If tl
favorable vote is not received, MFS would not bie &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spi-off is



subject to receipt of certain other approvals, somehich might not be received. Finally, if PKSd&d of Directors adopts the Plan, it would
reserve the right to abandon, defer or modify thim-9ff at any time.

MFS has agreed in principle to issue the Compaspeaial class of high-vote convertible preferrextist(the "MFS Preferred Stock™)
designed to permit PKS to satisfy certain requinatsiéor receiving the Ruling. MFS would issue thefBrred Stock to the Company in
exchange for the transfer by the Company to MF&ppfoximately 3.0 million of the shares of MFS coamstock currently held by the
Company. PKS anticipates that the MFS PreferredkSip would have a face value of approximately ®Bbmillion, (ii) would be convertibl
into MFS common stock at any time after the firstigersary of the date the MFS Preferred Stocksgsed, (iii) would have dividend rate &
a conversion premium determined by market conditairthe time that the MFS Preferred Stock is @s(i¢) would be redeemable at par six
years after the date of issuance, and (v) woulddvetransferable for six years after the date safasce except under certain limi
circumstances. At the option of MFS, dividends loe MFS Preferred Stock could be paid either in cash shares of MFS Common Stock.
Each share of MFS Preferred Stock would have appeaely five votes per share in any election of Mi#®ctors. If the Spin-off occurs,
PKS would distribute to Class D stockholders bbthMFS Preferred Stock and all of the common stddWFS then held by the Company
the Spin-off does not occur, MFS would not issueMFS Preferred Stock to the Company.

The Plan would provide for an exchange offer (tBechange Offer") by PKS for Class C Stock, to benpleted before the SpioHf. Under al
Exchange Offer, PKS would offer to exchange Clastdrk for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassodkSduring the annual conversion period providethe Company's Certificate of
Incorporation. As a result, Class C Stockholdersting to convert Class C Stock to Class D Stockldiowt be disadvantaged if the Spin-off
were to be completed before the next conversiomipied by the Certificate of Incorporation. If ardbhange Offer could not be completed
prior to the next conversion under the Certifiaafténcorporation, PKS probably would defer any Spffiuntil the first quarter of 1996.

In 1994, several former stockholders of an MFS slidy filed a lawsuit against MFS, KDG and theeftexecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C-1381. These sharebrddsold shares of the subsidiary to MFS
in September 1992. MFS completed an initial pubffering in May 1993. Plaintiffs allege that MF&drdulently concealed material
information about its plans from them causing thersell their shares at an inadequate price. Higifiave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendamtpect that a trial will be held in the
summer of 1995. Prior to the initial public offegirKDG agreed to indemnify MFS against any lialgtarising from the September 1992
sale; if MFS is deemed to be liable to plaintif)G will be required to satisfy MFS' liabilities muant to the indemnity agreement. Any
judgment or settlement payments would be treatethasljustment of the original purchase price



recorded as additional goodwill. If the Spin-offaisproved by the Company's Board of Directors armbhsummated, KDG would remain
obligated to satisfy these liabilities.

In 1974, a subsidiary of the Company (Kiewit), eateinto a lease with Whitney Benefits, Inc., a \Wyog charitable corporation (Whitney).
Whitney is the owner, and Kiewit is the lesseea abal deposit underlying a 1,300 acre tract irrilha County, Wyoming. The coal was
rendered unmineable by the Surface Mining Contndl Reclamation Act of 1977 (SMCRA), which prohibiteurface mining of coal in
certain alluvial valley floors significant to farng. In 1983, Kiewit and Whitney filed an actionwittled Whitney Benefits, Inc. and Peter
Kiewit Sons' Co. v. The United States, in the WCBurt of Federal Claims (Claims Court), allegingttthe enactment of SMCRA constituted
a taking of their coal without just compensation1B89, the Claims Court ruled that a taking hashoed and awarded plaintiffs the 1977
market value of the property ($60 million) plusargst. In 1991, the U.S. Supreme Court deniedoearti The government filed two post-trial
motions in the Claims Court during 1992. The goweegnt requested a new trial to redetermine the Y@l of the property. The governm
also filed a motion to reopen and set aside th® J9@&yment as void and to dismiss plaintiffs' coanll for lack of jurisdiction. In May 1994,
the Claims Court entered an order denying bothanstiln February 1994, the Claims Court issuedpanian which provided that the $60
million judgment would bear interest compoundedusdily from 1977 until payment. The government apgethe February 1994 and May
1994 orders. A hearing on the appeals was hel@lmuary 1995.

On May 5, 1995, the government and the plaintiffiee=d into a settlement agreement. In settlenfeadt olaims, the government will pay
plaintiffs $200 million and plaintiffs will deed éhcoal underlying the real property to the goveminiiewit and Whitney agreed in 1992 tl
Kiewit would receive 67.5 percent of any award &viditney would receive the remainder. Peter Kievah$ Co., a subsidiary of Kiewit
Diversified Group Inc., will receive approximate$f 35 million. Payment is expected in June 1995.

The Company is involved in other various lawsuitaims and regulatory proceedings incidental toitsiness. Management believes that
resulting liability for legal proceedings beyonatiprovided should not materially affect the Compafinancial position.

PETER KIEWIT SONS', INC
Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

Separate management's discussion and analysizaofal condition and results of operations forKiewit Construction & Mining Group
and the Kiewit Diversified Group have been filedpast of Exhibits 99.A and 99.B to this report. T®@empany will furnish without charge a
copy of such exhibits upon the written request sfagkholder addressed to Stock Registrar, PemwiKBons', Inc., 1000 Kiewit Plaza,
Omaha, Nebraska 681:



Revenue from each of the Company's business segriwerihe three months ended March 31 compriseébtlmving (in millions):

1995 1994
Construction $ 419 $ 405
Mining 65 57
Telecommunications 191 107
Other 6 4

$ 681 $ 573

Results of Operations - First Quarter 1995 vs. FitsQuarter 1994
Construction

Construction revenue increased by $14 million ordi®ing the first quarter of 1995. The increasatesd to the inclusion of an additional two
months of materials revenue generated by the APAi@aAa companies acquired on February 28, 1994tr@drbacklog at March 31, 1995
was $2.4 billion, of which 14% is attributable twéign operations, principally, Canada and theiffiiies. Projects on the west coast account
for 39% of the total backlog of which the San Jaaduoll Road represents $311 million. The San Jaagtoject is scheduled for completion
in 1997.

Direct costs associated with construction contrexteased $17 million or 4% in 1995. Constructioargins were 4% in both periods. The
results of the quarter are not indicative of thpested results for the year.

Mining

Mining revenue, primarily coal sales, increased #%6 in 1995. Coal margins declined slightly in 19&8n 49% to 48% as a large customer
purchased more coal in 1995 than in 1994 at canprices less than those of other primary custon@osal spot sales and their margins
remained at approximately the same levels duriedl®05 and 1994 periods.

Telecommunications

In 1995, telecommunications revenue increased n&8f from the first quarter of 1994. MFS revemueréased by 237% and C-TEC
revenue remained constant. C-TEC's 1994 revenlezted $7 million from its cellular business whiehs sold during the third quarter of
1994.

The telecommunications services revenue of MFSeas®d from $22 million in 1994 to $104 million i89b. The increase reflects the
acquisition of Centex, RealCom and Cylix in 1994d increased market penetration of all other tefenonications services.

MFS' telecommunications services operating expeinsesased $109 million in 1995. The primary reasfam the increase is the acquisition
of Centex, RealCom and Cylix in 1994, the expansictivities of MFS Intelenet, MFS Datanet and MR&inational and costs associated
with new and expanded networks. MFS expects toriadditional significant expense expanding integplasingl-



source telecommunications services, high-speedogatanunications and international services throughi®95.

C-TEC's Telephone Group and Cable Group revenuess flee between 1994 and 1995 at $31 million andl ®2lion for each period. The
Long Distance Group's sales increased by approglgn&b million due primarily to the resale of thservices to another long distance
reseller. The Long Distance Group's arrangemergdtas of this product are expected to terminateguhe second quarter of 1995.
Operating expenses for each of C-TEC's operatigmsats were relatively stable between 1994 and.1995

General and Administrative Expenses

General and administrative expenses increased & 2%95 due to the acquisitions of the Centex, Realand Cylix operations in 1994 and
the higher costs associated with the expansionk'Nhtelenet, Datanet and International businesses

Gain on Subsidiary's Stock Transactions, net

The issuance of MFS stock for acquisitions by MR8 the exercise of MFS employee stock options teduh a $3 million net gain to the
Company in 1995. In 1994 the Company settled aimgant purchase price adjustment resulting from MES0 purchase of Chicago Fiber
Optics Corporation (CFO). The former shareholdéiGFEO accepted MFS stock valued at market pricesjipusly held by the Company, as
payment of the obligation. This transaction alonthwhe issuances of stock for acquisitions andleyge stock options, resulted in a $25
million net gain before taxes.

Investment Income, net

Investment income is principally comprised of ietgtrand dividend income of $20 million and $17 imillin 1995 and 1994, and gains and
(losses) on the sale of securities of ($2) miliierAd995 and $2 million in 1994. The increase ireiast and dividend income is attributable to
the proceeds C-TEC received from the sale of itslee operations and from the stock rights offgrinhich C- TEC concluded in December
1994.

Interest Expense, net

Interest expense increased 59% in 1995. The ineiegmimarily attributable to $11 million in taeficiency interest paid in 1995 and a $2
million increase in MFS' interest expense. Paitiaffsetting the increases was a $3 million declimaterest for CFEC. This decline resultt
from the repayment of debt in the fourth quartet @94.

Income Taxes

The effective income tax rates in the first quaaiei 994 and 1995 differ from the expected statutate of 35% due primarily to net
operating loss limitations on losses generated BsM

Financial Condition - March 31, 1995 vs. Decemberi3 1994

Due to the significant investing activities desedtbelow, the Company's working capital decreagd® $nillion or 19% during th



first quarter of 1995.

Investing activities include $141 million of capiexpenditures, 72% pertaining to MFS, and $130ionilof investments in affiliates. The
investments in affiliates include C-TEC's $84 moiflioutlay for 40% of Megacable, KDG's $26 millicargicipation in CECI's stock offering,
$5 million acquisitions by both MFS and C-TEC, amdadditional $4 million investment in a Philippipewer project. In addition, C-TEC
deposited $5 million for the Twin Valley acquisitiavhich is expected to be completed in the secamadtgr of 1995.

Financing sources for the quarter include $8 millié borrowings for the construction financing gbrdvately owned toll road and $8 million
of C-TEC borrowings on the Cable Group's revolvingdit agreement. Financing uses consisted of $®mof payments on stockholders'
notes, $5 million for stock repurchases, and $Tionilof C Stock dividends.

In 1995, the Company received the final paymen® ($@lion) for the sale of discontinued packagirgemtions.

In addition to the C-TEC and MFS activities desedibelow, the Company anticipates investing betvii#@énand $85 million annually in its
construction and mining businesses, making siganifi¢over $50 million in 1995) investments in iteeegy businesses - including its joint
venture agreement with CECI covering internatigpaker project development activities - and seagfiim opportunities to acquire capital
intensive businesses which provide for long-terowgh. Other long-term liquidity uses include paymehincome taxes and repurchases of
stock. The Company's current financial conditiod bBorrowing capacity should be sufficient for fugwperating and investing activities,
however, in the event of an MFS spin, the Consimacind Mining Group may incur debt in order todustock conversions.

C-TEC intends to utilize its available cash andtewng credit balances to fund operating activiti@sance the pending acquisitions of Twin
County and Buffalo Valley, and to develop full Seevnetworks.

In late 1993, MFS announced its intention to acgegdethe expansion of its customer base, serviegings and existing networks as well as
the deployment of new networks. MFS estimated ttiiatexpansion would require the expenditure ofapimately $1 billion over 3 to 5
years. During 1994, MFS continued to add netwaonkseiw cities and increasingly focused on the dgraknt of networks in busine
markets near its existing networks in major metfibgpo areas. MFS considers the development of thasiess markets to be an efficient
cost-effective utilization of capital and managetresources.

Under the expansion plan referred to above, MF#asgts capital expenditures of $350-400 milliori@95. During the three months ended
March 31, 1995, MFS invested $102 million, primafibr the construction of networks and purchaseeti#ted equipment. As of March 1995,
MFES provides services on its networks, or throughresale of services, or has network operatiodsmaevelopment in 46 major
metropolitan areas in the United States and Eul



To continue the funding of the expansion announcédgte 1993, MFS finalized arrangements for $250ian of revolving credit facilities

with a syndicate of commercial banks in April 198% Credit Facilities). The Credit Facilities mawat various times through April 30, 20
and bear interest at a floating rate. MFS antieipéihat the Credit Facilities, together with casthand and internally generated funds, will be
sufficient to fund its anticipated operating lossesrking capital needs and the remaining capfiahsling requirements necessary to com|

its expansion. MFS may, however, obtain vendomfirag as an alternative to utilization of all opartion of the Credit Facilities.

As a result of the recent rapid pace of variousiliegry, legislative and competitive changes inlimited States and abroad, MFS has the
opportunity to offer cost-effective telecommunioa services sooner and in more business marlaishtid previously been expected. MFS
believes that these opportunities include the &rritceleration of network development in the Whi¢ates, deployment of additional
switches resulting in the provision of switchedvémas in approximately 50 metropolitan areas inUWinited States and the expansion of its
international operations. The international expamsicontemplate a total of approximately 25 busimearkets with an increasing focus on
facilities-based operations primarily in the Eurap&Community.

In April 1995, MFS filed a Registration Statementlorm S-3 with the Securities and Exchange Comarnigsr a public offering of
7,400,000 Depository Shares (the "Offering"), esagresenting an interest in a share of convergilgéerred stock. Each Depository Share
will be mandatorily convertible into one share oframon stock on June 15, 1999. The exact timingsaelof the offering will be subject to
prevailing market conditions. In addition to thef@ing, MFS will continue to consider other oppaities to sell equity or debt securities in
the public or private markets to implement its fineg strategy of maintaining financial flexibilitg react to opportunities in the rapidly
evolving telecommunications marketplace while egfétctively funding the capital investments reqdite implement its business
development plan. The net proceeds of the Offeaiiegexpected to provide the capital necessaryr ¢ertain of these new business
opportunities. In addition MFS may obtain vendoiaficing and utilize the Credit Facilities, to thxedt available, to fund certain aspects of
its business development plan. MFS will continuedosider other opportunities to sell equity ortdsgzurities in the public or private
markets to implement the financing strategy desctibove.

MFES from time to time evaluates acquisitions inguifr of its business strategy, either as an altem#o constructing networks, adding
customers, or to the introduction of services tlmahplement existing and/or planned services. Saghisitions may be significant in size and
could use a substantial portion of MFS's availahaleh.

From time to time, MFS has had discussions witlelodommunications entities concerning the estatniésit of possible strategic
relationships, including transactions involvi



substantial acquisitions, combinations and equaistments in MFS or one of its subsidiaries. lditamh, certain acquisitions, may provide
MFES with the opportunity to acquire an establisbestomer base. MFS intends to consider appropigtertunities to establish strategic
relationships.

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pétr PKS to make a tax-free
distribution of its entire ownership interest in Blffo the Class D stockholders (the "Spffi. PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Diresgtaluring the second quarter of 1995. If the Bodidirectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might notf@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRileng (as described below), would require a falgarote from a majority of the minori
common stockholders of MFS, other than the Compprasent and voting in person or by proxy at aigp®FS stockholders meeting. If tl
favorable vote is not received, MFS would not bke &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spin-off is subject to receipt of certather approvals, some of which might not be resgiFinally, if PKS' Board of Directors
adopts the Plan, it would reserve the right to dbandefer or modify the Spin-off at any time.

MFS has agreed in principle to issue the Compaspeaial class of high-vote convertible preferrextist(the "MFS Preferred Stock")
designed to permit PKS to satisfy certain requinaisiéor receiving the Ruling. MFS would issue thiefBrred Stock to the Company in
exchange for the transfer by the Company to MF&ppfoximately 3.0 million of the shares of MFS coamstock currently held by the
Company. The Company anticipates that the MFS ReefeéStock (i) would have a face value of approxetya$15-25 million, (i) would be
convertible into MFS common stock at any time affter first anniversary of the date the MFS PreféB&ock is issued, (iii) would have
dividend rate and a conversion premium determinesharket conditions at the time that the MFS Pref#iStock is issued, (iv) would be
redeemable at par six years after the date ofmesyand (v) would be non transferable for six yedter the date of issuance except under
certain limited circumstances. At the option of ME&idends on the MFS Preferred Stock could bd piéther in cash or in shares of MFS
Common Stock. Each share of MFS Preferred Stockdamave approximately five votes per share in dagteon of MFS directors. If the
Spin-off occurs, PKS would distribute to Class D stodilees both the MFS Preferred Stock and all of ti@mon stock of MFS then held
the Company. If the Spin-off does not occur, MFSuldanot issue the MFS Preferred Stock to the Compan

The Plan would provide for an exchange offer (Bechange Offer") by PKS for Class C Stock, to beapleted before the Spioff. Under al
Exchange Offer, PKS would offer to exchange Clastdrk for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassobkSduring the annual conversion period providethe Company'



Certificate of Incorporation. As a result, ClasStockholders wanting to convert Class C Stock sas€D Stock would not be disadvantaged
if the Spineff were to be completed before the next converpremmitted by the Certificate of Incorporationalf Exchange Offer could not
completed prior to the next conversion under theif@mte of Incorporation, PKS probably would defey Spin-off until the first quarter of
1996.

See Legal Proceedings with respect to the Whitrexyelits case.
PETER KIEWIT SONS', INC.
PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

Whitney Litigation. In 1974, a subsidiary of ther@pany (Kiewit), entered into a lease with WhitnegnBfits, Inc., a Wyoming charitable
corporation (Whitney). Whitney is the owner, aneWit is the lessee, of a coal deposit underlyiig3®0 acre tract in Sheridan County,
Wyoming. The coal was rendered unmineable by thiéa&& Mining Control and Reclamation Act of 197 MGRA), which prohibited
surface mining of coal in certain alluvial valldgdrs significant to farming. In 1983, Kiewit andhithey filed an action, now titled Whitney
Benefits, Inc. and Peter Kiewit Sons' Co. v. ThététhStates, in the U.S. Court of Federal Claimsi@s Court), alleging that the enactment
of SMCRA constituted a taking of their coal withgu$t compensation. In 1989, the Claims Court rifed a taking had occurred and
awarded plaintiffs the 1977 fair market value & throperty ($60 million) plus interest. In 1991e tH.S. Supreme Court denied certiorari.
government filed two post-trial motions in the @hai Court during 1992. The government requestedhatmia@ to redetermine the 1977 value
of the property. The government also filed a motmneopen and set aside the 1989 judgment asavaido dismiss plaintiffs' complaint for
lack of jurisdiction. In May 1994, the Claims Coeritered an order denying both motions. In Febr@864, the Claims Court issued an
opinion which provided that the $60 million judgmevould bear interest compounded annually from 197t payment. The government
appealed the February 1994 and May 1994 ordergakifig on the appeals was held in February 1995.

On May 5, 1995, the government and the plaintiffiee=d into a settlement agreement. In settlenfeait olaims, the government will pay
plaintiffs $200 million and plaintiffs will deed ¢hcoal underlying the real property to the govemimi€iewit and Whitney agreed in 1992 t|
Kiewit would receive 67.5 percent of any award &viitney would receive the remainder. Peter Kievah$ Co., a subsidiary of Kiewit
Diversified Group Inc., will receive approximate$g35 million. Payment is expected in June 1¢



Item 6. Exhibits & Reports on Form 8-K
(a) Exhibits filed as part of this report are lgteelow.

Exhibit
Number

27 Financial Data Schedule (For electronic filinggoses only.)

99.A Kiewit Construction & Mining Group Financiat&ements and Management's Discussion and Analf/§imancial Condition and
Results of Operations.

99.B Kiewit Diversified Group Financial Statementsd Management's Discussion and Analysis of Fied@ondition and Results of
Operations.

(b) No reports on Form 8-K were filed by the Compdaring the first quarter of 1995.
SIGNATURES

Pursuant to the requirements of the SecuritiesEtiange Act of 1934, the registrant has duly catisis report to be signed on its behalf by
the undersigned thereunto duly authorized.

PETER KIEWIT SONS', INC.

Dated: My 15, 1995 /s/ R E. Julian
Robert E. Julian
Executive Vice President
Chi ef Financial Oficer

PETER KIEWIT SONS', INC. AND SUBSIDIARIES
INDEX TO EXHIBITS

Exhibit
No.

27 Financial Data Schedule (For electronic filinggoses only.)

99.A Kiewit Construction & Mining Group Financiat&8ements and Management's Discussion and Analf/§imancial Condition and
Results of Operations.

99.B Kiewit Diversified Group Financial Statementsd Management's Discussion and Analysis of Fie&@ondition and Results of
Operations



WARNING: THE EDGAR SYSTEM ENCOUNTERED ERROR(S) WHIL E PROCESSING THIS SCHEDULE.

ARTICLE 5

This schedule contains summary financial infornmagatracted from the Form 10-Q for the period egditarch 31, 1995 and is qualified in
its entirety by reference to such financial statets.e

MULTIPLIER: 1,000,000

PERIOD TYPE QTR1
FISCAL YEAR END DEC 30 199
PERIOD END MAR 31 199
CASH 392
SECURITIES 70€
RECEIVABLES 381
ALLOWANCES 9
INVENTORY 0
CURRENT ASSETS 1,83:
PP&E 2,117
DEPRECIATION 767
TOTAL ASSETS 4,44¢
CURRENT LIABILITIES 771
BONDS 92¢
COMMON 2
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 1,72¢
TOTAL LIABILITY AND EQUITY 4,44¢
SALES 484
TOTAL REVENUES 681
CGS 43¢
TOTAL COSTS 63€
OTHER EXPENSES 81
LOSS PROVISION 0
INTEREST EXPENSE 27
INCOME PRETAX (35)
INCOME TAX 3
INCOME CONTINUING (19)
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (19)
EPS PRIMARY $(.16)1
EPS DILUTED $(.16)1

1$(.16) represents Class C Stock loss per sharss Ci&stock loss per share; $(.¢



Exhibit 99.A
KIEWIT CONSTRUCTION & MINING GROUP
Index to Financial Statements and
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Page Financial Statements

Condensed Statements of Operations for the threghmended March 31, 1995 and 1994
Condensed Balance Sheets as of March 31, 1995 ecehiber 31, 1994

Condensed Statements of Cash Flows for the thre¢hm@nded March 31, 1995 and 1994
Notes to Condensed Financial Statem:

Management's Discussion and Analysis of Financtaddtion and Results of Operations
KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Operations

(unaudited)
Thre e months ended
March 31
(dollars in millions, except per share data) 1995 1994
Revenue $ 426 $411
Cost of Revenue (409) (393)
17 18
General and Administrative Expenses (32) (33)
Operating Loss (15) (15)
Other Income (Expense):
Investment Income, net 3 2
Interest Expense (1) -
Other, net 11 10
13 12
Loss Before Income Taxes 2) 3)
Benefit for Income Taxes - 1
Net Loss $ (2) $ (2)
Loss Per Common & Common
Equivalent Share $(.16) $(.14)

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Balance Sheets

March 3 1, December 31,
1995 1994
(dollars in millions) (unaudit ed)
Assets
Current Assets:
Cash and cash equivalents $ 84 $ 70
Marketable securities 98 156
Receivables, less allowance of $7 and $7 235 260
Costs and earnings in excess of billings
on uncompleted construction contracts 118 101
Investment in construction joint ventures 50 69
Deferred income taxes 54 59
Other 18 23

Total Current Assets 657 738



Property, Plant and Equipment, less
accumulated depreciation and amortization

of $400 and $395 150 140
Deferred Income Taxes 4 4
Other Assets 85 85

$ 896 $ 967

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable, including retainage
of $43 and $41 $ 166 $179
Current portion of long-term debt 2 3
Accrued construction costs and
billings in excess of revenue

on uncompleted contracts 113 106

Accrued insurance costs 71 73

Other 43 44
Total Current Liabilities 395 405
Long-Term Debt, less current portion 7 9
Other Liabilities 46 48

Stockholders' Equity,
($332 million aggregate redemption value)

Common equity 454 513
Net unrealized holding losses - Q)
Foreign currency adjustment 6 ) (@)
Total Stockholders' Equity 448 505
$ 896 $ 967

See accompanying notes to condensed financiahstaits.
KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Cash Flows

(unaudited)
Thr ee months ended
March 31
(dollars in millions) 1995 1994
Cash flows from operations:
Net cash provided by operations $ 41 $ 18
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities 102 109
Purchases of marketable securities (42) (78)
Proceeds from sales of property,
plant and equipment 3 2
Capital expenditures (22) (12)
Acquisition of APAC-Arizona, Inc. - (49)
Other 1) 2)
Net cash provided by (used in)
investing activities 40 (30)
Cash flows from financing activities:
Payments on long-term debt, including
current portion 3) 4)
Repurchases of common stock 3) (8)
Dividends paid ) (6)
Exchange of Class B&C Stock for
Class D Stock, net (54) (44)
Net cash used in financing activities  (67) (62)
Effect of exchange rates on cash - )
Net change in cash and cash equivalents 14 (76)

Cash and cash equivalents at beginning



of period 70 99

Cash and cash equivalents at end of period $ 84 $ 23

See accompanying notes to condensed financiahstats.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Condensed Financial Statements
1. Basis of Presentation:

The condensed balance sheet of Kiewit Construé&idfining Group (the "Group™) at December 31, 19%&slbeen condensed from the
Group's audited balance sheet as of that datatidir financial statements contained herein aredited and have been prepared using the
historical amounts included in the Peter Kiewit Spmc. ("PKS") consolidated condensed finandiaesnents. The Group's accounting
policies and certain other disclosures are sehiorthe notes to the financial statements conthind’KS' Annual Report on Form 10-K as an
exhibit for the year ended December 31, 1994.

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 B&C Stock andssID Stock are stockholders of PKS. Accordingig,RKS consolidated condensed
financial statements and related notes as weli@setof the Kiewit Diversified Group should be réadonjunction with these financial
statements.

Marketable securities at March 31, 1995 and Dece®bel994 include approximately $59 million and $6illion, respectively, of
investments which are being held by the ownersaoibus construction projects in lieu of retainageceivables at March 31, 1995 and
December 31, 1994 include approximately $60 milkow $48 million, respectively, of retainage onampleted projects, the majority of
which is expected to be collected within one year.

Where appropriate, items within the condensed fir@statements have been reclassified from theiquie periods to conform to current y
presentation.

2. Loss Per Share:

Primary loss per share of common stock have beemputed using the weighted average number of sloartstanding during each period.
The number of shares used in computing loss pee stas 13,909,422 for the three months ended M2t¢ch995 and 15,376,585 for the
three months ended March 31, 1994.

3. Summarized Financial Information:

The Group's 50% portion of PKS' corporate assatdiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group, is as follows (in millions):

Group
March 31, December 31,
1995 1994
Cash and cash equivalents $ - $ 25
Marketable securities 2 15
Property, plant and equipment, net 5 5
Other assets 2 16
Total Assets $9 $ 61
Accounts payable $22 $ 30
Convertible debentures 1 1
Notes to former stockholders 3 6
Other liabilities 1 2
Total Liabilities $27 $ 39
Gro up

Three months ended March 31, 1995 1994

Other income (expense), net (1



Corporate general and administrative costs have dkecated to the Group based upon certain messiifeusiness activities, such as
employment, investments, and sales, which managdmetiaves to be reasonable. These allocations leesethan $1 million for the three
months ended March 31, 1995 and $6 million forttiee months ended March 31,1994. Due to a comoealignment, significantly all of
the administrative functions and personnel previopsovided to the Group are now located at theupro

Mine management income from the Diversified Growgs 8 million in 1995 and $7 million in 1994.
4. Other Matters:

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pélr PKS to make a tax-free
distribution of its entire ownership interest in Blffo the Class D stockholders (the "Spffi. PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Direstaluring the second quarter of 1995. If the Bodidimectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might not@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRilleng (as described below), would require a falgarote from a majority of the minori
common stockholders of MFS, other than PKS, presedtvoting in person or by proxy at a special ME&kholders meeting. If the
favorable vote is not received, MFS would not bie &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spin-off is subject to receipt of certather approvals, some of which might not be resgiwinally, if PKS's Board of Directors
adopts the Plan, it would reserve the right to dbandefer or modify the Spin-off at any time.

MFS has agreed in principle to issue PKS a spetdab of high- vote convertible preferred stocle (tMFS Preferred Stock") designed to
permit PKS to satisfy certain requirements for ndog the Ruling. MFS would issue the Preferredctto PKS in exchange for the transfer
by PKS to MFS of approximately 3.0 million of thieases of MFS common stock currently held by PKSSRiticipates that the MFS
Preferred Stock (i) would have a face value of apipnately $15-25 million, (ii) would be convertibleto MFS common stock at any time
after the first anniversary of the date the MFSdtred Stock is issued, (iii) would have dividemaderand a conversion premium determined
by market conditions at the time that the MFS RretkStock is issued, (iv) would be redeemableaatsix years after the date of issuance,
and (v) would be non transferable for six yearsraftie date of issuance except under certain khgieumstances. At the option of MFS,
dividends on the MFS Preferred Stock could be pdteer in cash or in shares of MFS Common StockhEhare of MFS Preferred Stock
would have approximately five votes per share iy election of MFS directors. If the Spin-off occuPKS would distribute to Class D
stockholders both the MFS Preferred Stock andfaii@common stock of MFS then held by PKS. If &pn-off does not occur, MFS would
not issue the MFS Preferred Stock to PKS.

The Plan would provide for an exchange offer (Bechange Offer") by PKS for Class C Stock, to benpleted before the Spioff. Under a
Exchange Offer, PKS would offer to exchange Clastark for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassdokXluring the annual conversion period providethe Company's Certificate of
Incorporation. As a result, Class C Stockholderstimg to convert Class C Stock to Class D Stockldiowt be disadvantaged if the Spin-off
were to be completed before the next conversiomipied by the Certificate of Incorporation. If ardbange Offer could not be completed
prior to the next conversion under the Certificafténcorporation, PKS probably would defer any Sepffiuntil the first quarter of 1996.

The Group is involved in various lawsuits, clainmgl aegulatory proceedings incidental to its busné&anagement believes that any resu
liability for legal proceedings beyond that provddghould not materially affect the Group's finahpiasition or results of operations.

KIEWIT CONSTRUCTION & MINING GROUP
Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Results of Operations - First Quarter 1995 vs. FitsQuarter 1994
Construction

Construction revenue increased by $14 million ordi®ing the first quarter of 1995. The increasatesd to the inclusion of an additional two
months of materials revenue generated by the AR&Zona companies acquired on February 28, 1994ti@ot backlog at March 31, 1995
was $2.4 billion, of which 14% is attributable twéign operations, principally, Canada and theiffiiies. Projects on the west coast account
for 39% of the total backlog of which the San Jaaduoll Road represents $311 million. The San Jaagtoject is scheduled for completion
in 1997.

Direct costs associated with construction contrexteased $17 million or 4% in 1995. Constructioargins were 4% in both periods. The
results of the quarter are not indicative of thpested results for the year.

Investment Income, net

Investment income is principally comprised of iegrand dividend income of $4 million and $2 millim 1995 and 1994, and gains ¢



(losses) on the sale of securities of ($1) miliier1995 and $1 million in 1994.
Other, net

Other income consists of mine management fees ah#igs7 million in 1995 and 1994, gains and lo$ésea asset dispositions and other
miscellaneous activities.

Financial Condition - March 31, 1995 vs. Decemberi3 1994

The Group's working capital decreased $71 millio@16 during the first quarter of 1995. A signifitgortion of the decline was due to the
conversion and repurchase of 2.1 million shareSlass B&C stock totaling $57 million and dividengyments of $7 million. Cash flows
from operations, of $41 million, and cash flowsnfrinvesting activities, primarily the net proceddsn sale of marketable securities, of $60
million, and capital expenditures of $22 millioesulted in a net $14 million increase in cash lfierperiod.

The Group anticipates investing between $40 andn§illon annually in its construction business, gndchasing additional shares of an
electrical contractor - the Group is committed @8@Bownership by 1997. Other long-term liquidity siggclude payment of income taxes and
repurchases and conversions of common stock.

The Group's working capital position at March 3393, together with anticipated cash flows from agiens and existing borrowing capac
should be sufficient for immediate cash requirers@mid future investing activities, however in thierg of a MFS Spin, the Group may incur
additional debt to fund the stock conversions.

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pétr PKS to make a tax-free
distribution of its entire ownership interest in Blffo the Class D stockholders (the "Spffi. PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Diregtaluring the second quarter of 1995. If the Bodidirectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might notf@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRileng (as described below), would require a falgarote from a majority of the minori
common stockholders of MFS, other than PKS, presedtvoting in person or by proxy at a special ME&kholders meeting. If the
favorable vote is not received, MFS would not bke &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spin-off is subject to receipt of certather approvals, some of which might not be resgiFinally, if PKS' Board of Directors
adopts the Plan,it would reserve the right to abandefer or modify the Spin-off at any time.

MFS has agreed in principle to issue PKS a spetdab of high- vote convertible preferred stocle (tMFS Preferred Stock") designed to
permit PKS to satisfy certain requirements for ndog the Ruling. MFS would issue the Preferredcgttm PKS in exchange for the transfer
by PKS to MFS of approximately 3.0 million of theases of MFS common stock currently held by PKSSRiticipates that the MFS
Preferred Stock (i) would have a face value of apipnately $15-25 million, (ii) would be convertibleto MFS common stock at any time
after the first anniversary of the date the MFSétred Stock is issued, (iii) would have dividemaderand a conversion premium determined
by market conditions at the time that the MFS RrefkStock is issued, (iv) would be redeemableaaisix years after the date of issuance,
and (v) would be non transferable for six yearsraftie date of issuance except under certain khdieumstances. At the option of MFS,
dividends on the MFS Preferred Stock could be pdteer in cash or in shares of MFS Common StockhEhare of MFS Preferred Stock
would have approximately five votes per share i eaection of MFS directors. If the Spin-off occuPKS would distribute to Class D
stockholders both the MFS Preferred Stock andfaiiecommon stock of MFS then held by PKS. If &pn-off does not occur, MFS would
not issue the MFS Preferred Stock to PKS.

The Plan would provide for an exchange offer (Bechange Offer") by PKS for Class C Stock, to beapleted before the Spioff. Under a
Exchange Offer, PKS would offer to exchange Clastdrk for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassobkSduring the annual conversion period providethe Company's Certificate of
Incorporation. As a result, Class C Stockholderstimg to convert Class C Stock to Class D Stockldiowt be disadvantaged if the Spin-off
were to be completed before the next conversiomipied by the Certificate of Incorporation. If ardbange Offer could not be completed
prior to the next conversion under the Certifiaafténcorporation, PKS probably would defer any $-off until the first quarter of 199¢
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KIEWIT DIVERSIFIED GROUP

Condensed Statements of Operations

(unaudited)
Thr ee months ended
March 31,
(dollars in millions, except per share data) 1995 1994
Revenue $ 257 $ 162
Cost of Revenue (229 ) (113)
28 49
General and Administrative Expenses (57 ) (43)
Operating Earnings (Loss) (29 ) 6
Other Income (Expense):
Gain on Subsidiary's Stock Transactions, net 3 25
Investment Income, net 15 19
Interest Expense, net (26 ) a7
Other, net 4 -
4 ) 27
Earnings (Loss) Before Income Taxes and
Minority Interest 33 ) 33
Provision for Income Taxes 3 ) (15)
Minority Interest in Net Losses
of Subsidiaries 19 7
Net Earnings (Loss) $ (17 ) $ 25
Earnings (Loss) Per Common & Common
Equivalent Share $ (.80 ) $1.21
See accompanying notes to condensed financiahstats.
KIEWIT DIVERSIFIED GROUP
Condensed Balance Sheets
March 31, December 31,
1995 1994
(dollars in millions) (unaudited)
Assets

Current Assets:
Cash and cash equivalents $ 308 $ 330
Marketable securities 608 754



$3,575 $ 3,549

Receivables, less allowance of

$2 and $2 150 157
Note receivable from sale of
discontinued operations - 29
Deferred income taxes 14 15
Other 109 95
Total Current Assets 1,189 1,380
Property, Plant and Equipment,
less accumulated depreciation and
amortization of $367 and $336 1,200 1,104
Investments 370 259
Intangible Assets, net 740 733
Other Assets 76 73
$3,575 $ 3,549
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable $ 172 $ 165
Current portion of long-term debt:
Telecommunications 28 26
Other 3 4
Accrued costs and billings in excess
of revenue on uncompleted contracts 37 37
Accrued reclamation and other
mining costs 17 20
Other 138 159
Total Current Liabilities 395 411
Long-Term Debt, less current portion:
Telecommunications 845 827
Other 77 72
Deferred Income Taxes 294 306
Retirement Benefits 48 67
Accrued Reclamation Costs 104 102
Other Liabilities 97 85
Minority Interest 436 448
Stockholders' Equity ($1,280 million
aggregate redemption value)
Common equity 1,274 1,238
Foreign currency adjustment 1 -
Net unrealized holding gains (losses) 4 (@)
Total Stockholders' Equity 1,279 1,231

See accompanying notes to condensed financiahstats.

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Cash Flows

(unaudited)
Thr ee months ended
March 31
(dollars in millions) 1995 1994
Cash flows from operations:
Net cash used in continuing operations  $ (29 ) $ (14)
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments 245 882
Purchases of marketable securities (72 ) (1,277)
Capital expenditures (119 ) (62)
Acquisitions and investment in affiliates (129 ) -
Deferred development costs and other (12 ) 4)
Net cash used in investing activities (87 ) (461)
Cash flows from financing activities:
Proceeds from long-term debt borrowings 21 639
Payments on long-term debt, including
current portion 9 ) (155)
Repurchases of common stock (2 ) (14)
Exchange of Class B&C Stock for Class D Stock 54 44

Other 1

@



Net cash provided by financing activities 65 512

Cash flows from discontinued packaging operations:
Proceeds from sales of discontinued

packaging operations 29
Other cash provided by discontinued
packaging operations - 2
Net cash provided by discontinued
packaging operations 29 2
Net change in cash and cash equivalents (22 ) 39

Cash and cash equivalents at beginning
of period 330 197

Cash and cash equivalents at end of period $ 308 $ 236

Noncash investing activities:
Issuance of MFS stock for the purchase of

telecommunications companies $ 6 $ 19
MFS stock transaction to settle
contingent purchase price liability - 25

See accompanying notes to condensed financiahstaits.
KIEWIT DIVERSIFIED GROUP
Notes to Condensed Financial Statements
1. Basis of Presentation:

The condensed balance sheet of Kiewit Diversifiedup (the "Group") at December 31, 1994 has beaedauwsed from the Group's audited
balance sheet as of that date. All other finarstatements contained herein are unaudited andbdesreprepared using historical amounts
included in the Peter Kiewit Sons', Inc. ("PKS"neolidated condensed financial statements. Theg@@eccounting policies and certain o
disclosures are set forth in the notes to the firstatements contained in PKS' Annual Repoiffarm 10K as an exhibit for the year end
December 31, 1994.

Although the financial statements of PKS' Constaurc& 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 B&C Stock andssID Stock are stockholders of PKS. Accordingig,RKS consolidated condensed
financial statements and related notes as wel@setof the Kiewit Construction & Mining Group stdbe read in conjunction with these
financial statements.

Where appropriate, items within the condensed firmrstatements have been reclassified from theique periods to conform to current y:
presentation.

2. Earnings (Loss) Per Share:

Primary earnings (loss) per share of common staeie fbeen computed using the weighted average nushibares outstanding during each
period. The number of shares used in computingregsr{loss) per share was 21,265,769 for the thmeeths ended March 31, 1995 and
20,546,044 for the three months ended March 314.18@lly diluted earnings (loss) per share havebeen presented because they are not
materially different from primary earnings per shar

3. Summarized Financial Information:

The Group's 50% portion of PKS' corporate asseddiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe thiversified Group, is as follows (in millions):

G roup
March 31, December 31,

1995 1994
Cash and cash equivalents $ - $ 25
Marketable securities 2 15
Property, plant and equipment, net 5 5
Other assets 2 16
Total Assets $ 9 $ 61
Accounts payable $ 22 $ 30

Convertible debentures 1 1



Notes to former stockholders 3 6

Other liabilities 1 2
Total Liabilities $ 27 $ 39
Other income (expense), net $ (1) $ 1

Corporate general and administrative costs have dkecated to the Group. These allocations weta$llion for the three months ended
March 31, 1995 and $3 million for the three morghded March 31, 1994. Due to a corporate realighns@nificantly all of the
administrative functions and personnel previoustwjged to the Group are now located at the Group.

Mine management expense with the Construction &hjiiGroup was $8 million in 1995 and $7 millionif94.
4. Acquisitions

In February 1995, California Energy Company, IG€ECI) an equity method investee, completed thelmse of Magma Power Company.
The cash transaction, valued at $950 million watigly financed by the sale of 17 million sharédcommon stock at $17 per share. As part
of this offering, the Group purchased 1.5 millidtages. The net transaction reduced the Group'srshipepercentage of common stock in
CECI to 22%. Following the transaction, the Growpisulative investment in common stock totals $tilon, $37 million in excess of the
Group's proportionate share of CECI's equity.

C-TEC has entered into a merger agreement with Beianty Trans Video, Inc. ("Twin County") and itsaseholders. Twin County provides
cable television service to 74,000 subscriberastern Pennsylvania. The transaction, subjectyulatory approval and other conditions, is
expected to close in the second quarter of 1998osideration for all the capital stock of Twinu®y, C-TEC has deposited $5 million and
will pay $43 million in cash, issue a $4 millionta@and issue $52 million in exchangeable prefestedk of its subsidiary, C-TEC Cable
Systems, Inc. The preferred stock will be exchahlgefor C-TEC common stock under certain conditions

In January 1995, C-TEC entered into an agreememirichase Buffalo Valley Telephone Company. Theeggte consideration for the
purchase ($55 million) will be a combination of lea@sd convertible preferred stock in the Teleph@neup of C-TEC. The transaction is
expected to close in the third quarter of 1995 f@lafValley Telephone Company provides local tetaphservice to 17,300 access lines in
central Pennsylvania.

Also in January 1995, C-TEC purchased, for $84ianilin cash, a forty percent equity position in Megble, S.A. De C.V., Mexico's second
largest cable television operator with 174,000 stibsrs in twelve cities. The purchase price igetito adjustments based on fourth quarter
1995 exchange rates.

5. Other Matters:

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pétr PKS to make a tax-free
distribution of its entire ownership interest in BIfo the Class D stockholders (the "Spffl). PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Direstaluring the second quarter of 1995. If the Bodidiectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might not@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRilng (as described below), would require a falt@aote from a majority of the minori
common stockholders of MFS, other than PKS, presedtvoting in person or by proxy at a special ME&kholders meeting. If the
favorable vote is not received, MFS would not bie &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spin-off is subject to receipt of certather approvals, some of which might not be resgtiFinally, if PKS' Board of Directors
adopts the Plan, it would reserve the right to dbandefer or modify the Spin-off at any time.

MFS has agreed in principle to issue PKS a speldab of high- vote convertible preferred stocle (thFS Preferred Stock™) designed to
permit PKS to satisfy certain requirements for ndog the Ruling. MFS would issue the Preferredcgtto PKS in exchange for the transfer
by PKS to MFS of approximately 3.0 million of theases of MFS common stock currently held by PKSSRiticipates that the MFS
Preferred Stock (i) would have a face value of agipnately $15-25 million, (ii) would be convertibleto MFS common stock at any time
after the first anniversary of the date the MFSdtred Stock is issued, (iii) would have dividemderand a conversion premium determined
by market conditions at the time that the MFS RretkeStock is issued, (iv) would be redeemableaatsix years after the date of issuance,
and (v) would be non transferable for six yearsratte date of issuance except under certain khoteeumstances. At the option of MFS,
dividends on the MFS Preferred Stock could be pétter in cash or in shares of MFS Common StockhEhare of MFS Preferred Stock
would have approximately five votes per share iy election of MFS directors. If the Spin-off occuPKS would distribute to Class D
stockholders both the MFS Preferred Stock andfaiiecommon stock of MFS then held by PKS. If &pn-off does not occur, MFS would
not issue the MFS Preferred Stock to PKS.

The Plan would provide for an exchange offer (tBechange Offer") by PKS for Class C Stock, to benpleted before the SpioHf. Under al
Exchange Offer, PKS would offer to exchange Clastark for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassdokXluring the annual conversion period providethe Company's Certificate of
Incorporation. As a result, Class C Stockholderstimg to convert Class C Stock to Class D Stockldiowt be disadvantaged if the S-off



were to be completed before the next conversiomipied by the Certificate of Incorporation. If ardbhange Offer could not be completed
prior to the next conversion under the Certifiaafténcorporation, PKS probably would defer any Spffiuntil the first quarter of 1996.

In 1994, several former stockholders of an MFS &lidy filed a lawsuit against MFS, KDG and theeaftexecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C-1381. These sharebrddsold shares of the subsidiary to MFS
in September 1992. MFS completed an initial pubffering in May 1993. Plaintiffs allege that MF&drdulently concealed material
information about its plans from them causing thersell their shares at an inadequate price. Fizititave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendaxpect that a trial will be held in the
summer of 1995. Prior to the initial public offegirKDG agreed to indemnify MFS against any lialgtarising from the September 1992
sale; if MFS is deemed to be liable to plaintif)G will be required to satisfy MFS' liabilities muant to the indemnity agreement. Any
judgment or settlement payment would be treateahasdjustment of the original purchase price andrded as additional goodwill. If tt
Spin-off is approved by PKS' Board of Directors &donsummated, the Group would remain obligateshtisfy these liabilities.

In 1974, a subsidiary of the Group ("Kiewit"), ergd into a lease with Whitney Benefits, Inc., a \Wyog charitable corporation ("Whitney'
Whitney is the owner, and Kiewit is the lesseega abal deposit underlying a 1,300 acre tract irri@ha County, Wyoming. The coal was
rendered unmineable by the Surface Mining Contndl Reclamation Act of 1977 ("SMCRA"), which prohid surface mining of coal in
certain alluvial valley floors significant to farng. In 1983, Kiewit and Whitney filed an actionwttled Whitney Benefits, Inc. and Peter
Kiewit Sons' Co. v. The United States, in the WCBurt of Federal Claims ("Claims Court"), allegitihgit the enactment of SMCRA
constituted a taking of their coal without just quensation. In 1989, the Claims Court ruled thatkéng had occurred and awarded plaintiffs
the 1977 fair market value of the property ($60ioml) plus interest. In 1991, the U.S. Supreme €danied certiorari. The government filed
two post-trial motions in the Claims Court durin@®2. The government requested a new trial to reaéte the 1977 value of the property.
The government also filed a motion to reopen an@see the 1989 judgment as void and to dismaisfiffs' complaint for lack of
jurisdiction. In May 1994, the Claims Court entesgdorder denying both motions. In February 198d,Glaims Court issued an opini
which provided that the $60 million judgment woubléar interest compounded annually from 1977 uafihpent. The government appealed
the February 1994 and May 1994 orders. A hearintherappeals was held in February 1995.

On May 5, 1995, the government and the plaintiffieeed into a settlement agreement. In settlenfeat olaims, the government will pay
plaintiffs $200 million and plaintiffs will deed ¢hcoal underlying the real property to the govemimi€iewit and Whitney agreed in 1992 t|
Kiewit would receive 67.5 percent of any award &viitney would receive the remainder. Peter Kievah$ Co., a subsidiary of Kiewit
Diversified Group Inc., will receive cash of appimately $135 million. Payment is expected in Ju@5L

The Group is involved in other various lawsuitgiicis and regulatory proceedings incidental toltsitess. Management believes that any
resulting liability for legal proceedings beyondtiprovided should not materially affect the Graupiancial position.

KIEWIT DIVERSIFIED GROUP
Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Results of Operations - First Quarter 1995 vs. FitsQuarter 1994
Mining

Mining revenue increased by 13% in 1995. Mining gites declined slightly in 1995 from 49% to 48% darge customer purchased more
coal in 1995 than in 1994 at contract prices |lbas those of other primary customers. Coal spessahd their margins remained at the same
level during the 1995 and 1994 periods.

Telecommunications

In 1995, telecommunications revenue increased n&8f from the first quarter of 1994. MFS revenmeréased 237% and C-TEC revenue
remained constant. C-TEC's 1994 revenue reflectedition of revenue from its cellular business wlhivas sold during the third quarter of
1994,

The telecommunications services revenue of MFSeas®d from $22 million in 1994 to $104 million i89b. The increase reflects the
acquisition of Centex, RealCom and Cylix in 1994d increased market penetration of all other tefenonications services.

MFS' telecommunications services operating expeinsesased $109 million. The primary reasons ferititcrease were the acquisition of
Centex, RealCom and Cylix in 1994, the expansidivities of MFS Intelenet, MFS Datanet and MFS intgional, and costs associated with
new and expanded networks. MFS expects to incutiedal significant expense expanding integratéulyle-source telecommunications
services, high-speed data communications and mtierral services throughout 1995.

C-TEC's Telephone Group and Cable Group revenuss fle between 1994 and 1995 at $31 million andl ®#lion for each period. The
Long Distance Group's sales increased by approgisn&6 million due primarily to the resale of tiskervices to another long distance
reseller. The Long Distance Group's arrangemergdtas of this product are expected to terminateguhe second quarter of 1995.
Operating expenses for each -TEC's operating segments were relatively stabledsen 1994 and 199



General and Administrative Expenses

General and administrative expenses increased & 1%95. The increase is due to the MFS acquisitiditise Centex, Realcom and Cylix
operations in 1994 and the higher costs assocwatbdhe expansion of MFS Intelenet, Datanet aridrivational.

Gain on Subsidiary's Stock Transactions, net.

The issuance of MFS stock for acquisitions by MR8 the exercise of MFS employee stock options teduh a $3 million net gain to the
Group in 1995. In 1994 the Group settled a contibh@erchase price adjustment resulting from MF®01Burchase of Chicago Fiber Optics
Corporation ("CFQO"). The former shareholders of C&@epted MFS stock previously held by the Groupeadat market prices, as payment
of the obligation. This transaction along with theuances of stock for acquisitions and employeeksbptions, resulted in a $25 million net
gain before taxes.

Investment Income, net

Investment income is principally comprised of iegrincome of $15 million and $13 million in 199%0a1994, and gains and (losses) on the
sale of securities of ($1) million in 1995 and $#2lion in 1994. The increase in interest incomatisibutable to the proceeds C-TEC received
from the sale of its cellular operations and fréma stock rights offering C-TEC concluded in Decenit#94.

Interest Expense, net

Interest expense increased 53% in 1995. The ineliegwimarily attributable to $11 million in taveficiency interest payments in 1995 and a
$2 million increase in MFS' interest expense. BHytbffsetting the increases was a $3 million d@exin interest for C-TEC. This decline
resulted from the repayment of debt in the fouttarter of 1994.

Income Taxes

The effective income tax rates in the first quaoet994 and 1995 differ from the expected stajutate of 35% primarily due to net
operating loss limitations on losses generated BsM

Financial Condition - March 31, 1995 vs. Decemberi3 1994

Due to the significant investing activities desedtbelow, the Group's working capital decreased $iiflion or 18% during the first quarter
of 1995.

Investing activities include $119 million of capiexpenditures, 86% pertaining to MFS, and $129%ionilof investments in affiliates. The
investments in affiliates include C-TEC's $84 moitlioutlay for 40% of Megacable, KDG's $26 millioarficipation in CECI's stock offering,
$5 million acquisitions by both MFS and C-TEC, amdadditional $4 million investment in a Philippipewer project. In addition, C-TEC
deposited $5 million for the Twin Valley acquisitievhich is expected to be completed in the secadter of 1995.

Financing sources for the quarter include $54 amiliof stock conversions, $8 million of borrowings the construction financing of a
privately owned toll road and $8 million of C-TE@rbowings on the Cable Group's revolving credieggnent. Financing uses consisted of
$3 million of payments on stockholders' notes ahdrfilion for stock repurchases.

In 1995, the Group received the final payment (B@8on) for the sale of discontinued packaging @t@ns.

In addition to the C-TEC and MFS activities desedibelow, the Group anticipates making signifiqawer $50 million in 1995) investments
in its energy businesses - including its joint weatagreement with CECI covering international popreject development activities - and
searching for opportunities to acquire capitalristee businesses which provide for long-term grov@tther long-term liquidity uses include
payment of income taxes and repurchases of stdekGroup's current financial condition and borrayvbapacity should be sufficient for
future operating and investing activities. In thvemt of an MFS spin, the Group may receive additidnnds from stock conversions.

C-TEC intends to utilize its available cash andtewng credit balances to fund operating activiti@sance the pending acquisitions of Twin
County and Buffalo Valley, and to develop full sSeevnetworks.

In late 1993, MFS announced its intention to aceddethe expansion of its customer base, serviegings and existing networks as well as
the deployment of new networks. MFS estimated ttiiatexpansion would require the expenditure ofapimately $1 billion over 3 to 5
years. During 1994, MFS continued to add netwaonkseiw cities and increasingly focused on the dgraknt of networks in busine
markets near its existing networks in major mettitgno areas. MFS considers the development of thasmess markets to be an efficient
cost-effective utilization of capital and managetresources.

Under the expansion plan referred to above, MF#asgts capital expenditures of $350-400 milliori@95. During the three months ended
March 31, 1995, MFS invested $102 million, primafibr the construction of networks and purchaseeti#fted equipment. As of March 19¢



MFES provides services on its networks, or throughresale of services, or has network operatiodsmaevelopment in 46 major
metropolitan areas in the United States and Europe.

To continue the funding of the expansion annouricdate 1993, MFS finalized arrangements for $25lian of revolving credit facilities
with a syndicate of commercial banks in April 198% "Credit Facilities"). The Credit Facilities tnee at various times through April 30,
2000 and bear interest at a floating rate. MFhoaties that the Credit Facilities, together witktt on hand and internally generated funds,
will be sufficient to fund its anticipated operagitosses, working capital needs and the remairapiial spending requirements necessary to
complete its expansion. MFS may, however, obtairdee financing as an alternative to utilizatioradifor a portion of the Credit Facilities.
As a result of the recent rapid pace of variousilagry, legislative and competitive changes inlthnited States and abroad, MFS has the
opportunity to offer cost-effective telecommuniocat services sooner and in more business markatshtd previously been expected. MFS
believes that these opportunities include the &rrdtceleration of network development in the Whi¢ates, deployment of additional
switches resulting in the provision of switchedveeas in approximately 50 metropolitan areas inWin¢ed States and the expansion of its
international operations. The international expamsicontemplate a total of approximately 25 busimearkets with an increasing focus on
facilities-based operations primarily in the Eurap&Community.

In April 1995, MFS filed a Registration Statementlorm S-3 with the Securities and Exchange Comarnigsr a public offering of
7,400,000 Depository Shares (the "Offering"), edgresenting an interest in a share of converfitgéerred stock. Each Depository Share
will be mandatorily convertible into one share ofrtmon stock on June 15, 1999. The exact timingsaelof the offering will be subject to
prevailing market conditions. In addition to thef@ing, MFS will continue to consider other oppaities to sell equity or debt securities in
the public or private markets to implement its fineg strategy of maintaining financial flexibilitg react to opportunities in the rapidly
evolving telecommunications marketplace while afétctively funding the capital investments reqdite implement its business
development plan. The net proceeds of the Offaaiiegexpected to provide the capital necessaryni ¢ertain of these new business
opportunities. In addition MFS may obtain vendoiaficing and utilize the Credit Facilities, to thxedt available, to fund certain aspects of
its business development plan. MFS will continuedosider other opportunities to sell equity ortdsdzurities in the public or private
markets to implement the financing strategy desdi@ibove.

MFS from time to time evaluates acquisitions inguitrof its business strategy, either as an alteméo constructing networks, adding
customers, or to the introduction of services tlmahplement existing and/or planned services. Saghisitions may be significant in size and
could use a substantial portion of MFS' availalalehc

From time to time, MFS has had discussions witlelodommunications entities concerning the estatniésit of possible strategic
relationships, including transactions involving stamtial acquisitions, combinations and equity strreents in MFS or one of its subsidiaries.
In addition, certain acquisitions, may provide MifEh the opportunity to acquire an established @ustr base. MFS intends to consider
appropriate opportunities to establish stratedatignships.

PKS' management has asked the Internal RevenugE&eémissue a ruling (the "Ruling”) that would pétr PKS to make a tax-free
distribution of its entire ownership interest in Blfo the Class D stockholders (the "Spffl). PKS' management proposed a plan (the "P
to implement the Spin-off to PKS' Board of Direstaluring the second quarter of 1995. If the Bodidiectors approves the Plan, and the
Internal Revenue Service issues the Ruling, PK&dammplete the Spin-off as early as the third tprasf 1995.

The Spin-off might not occur. For example, PKS nhigbt receive the Ruling or the Board might not@dbe Plan. In addition, the issuance
of the MFS Preferred Stock necessary to obtaifRilng (as described below), would require a falstgaote from a majority of the minori
common stockholders of MFS, other than PKS, presedtvoting in person or by proxy at a special ME&kholders meeting. If the
favorable vote is not received, MFS would not bie &b issue the MFS Preferred Stock and PKS woatda able to complete the Spin-off.
Also, the Spin-off is subject to receipt of certather approvals, some of which might not be resgiFinally, if PKS' Board of Directors
adopts the Plan, it would reserve the right to dbandefer or modify the Spin-off at any time.

MFS has agreed in principle to issue PKS a spelaab of high- vote convertible preferred stocle (thFS Preferred Stock™) designed to
permit PKS to satisfy certain requirements for ndog the Ruling. MFS would issue the Preferredcgtto PKS in exchange for the transfer
by PKS to MFS of approximately 3.0 million of theases of MFS common stock currently held by PKSSRiticipates that the MFS
Preferred Stock (i) would have a face value of agipnately $15-25 million, (ii) would be convertibleto MFS common stock at any time
after the first anniversary of the date the MFSdtred Stock is issued, (iii) would have dividemderand a conversion premium determined
by market conditions at the time that the MFS RretkeStock is issued, (iv) would be redeemableaatsix years after the date of issuance,
and (v) would be non transferable for six yearsraftie date of issuance except under certain khgieumstances. At the option of MFS,
dividends on the MFS Preferred Stock could be pétter in cash or in shares of MFS Common StockhEhare of MFS Preferred Stock
would have approximately five votes per share iy election of MFS directors. If the Spin-off occuPKS would distribute to Class D
stockholders both the MFS Preferred Stock andfaiiecommon stock of MFS then held by PKS. If &pn-off does not occur, MFS would
not issue the MFS Preferred Stock to PKS.

The Plan would provide for an exchange offer (tBechange Offer") by PKS for Class C Stock, to benpleted before the SpioHf. Under al
Exchange Offer, PKS would offer to exchange Clastark for some or all of its outstanding Classt@ck on terms similar to those upon
which Class C Stock can be converted into ClassdokSluring the annual conversion period providethe Company's Certificate of
Incorporation. As a result, Class C Stockholderstimg to convert Class C Stock to Class D Stockldiowt be disadvantaged if the Spin-off
were to be completed before the next conversiomipied by the Certificate of Incorporation. If ardbhange Offer could not be completed
prior to the next conversion under the Certifiaafténcorporation, PKS probably would defer any $-off until the first quarter of 199¢



See Note 5 to the Financial Statements with retgatide Whitney Benefits case.
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