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AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSIO N ON AUGUST 7, 1995

REGISTRATION NO. 33-60977

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

AMENDMENT NO. 3

TO
FORM S-4
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

PETER KIEWIT SONS', INC.

(Exact name of registrant as specified in its @rart

DELAWARE 47-021060 2
(State or other jurisdiction 1221, 161, 162, 4813, 4911, 7374 (LR.S. Empl oyer
of incorporation) (Primary Standard Industrial Identification No.)
Classific ation Code Numbers)
1000 KIEWIT PLAZA MATTHEW J. JOHNSON, ESQ.
OMAHA, NEBRASKA 68131 VICE PRESIDENT - LEGAL
(402) 342-2052 PETER KIEWIT SONS', INC.
(Address, including zip code, and telephone 1000 KIEWIT PLAZA
number, including area code, of registrant's OMAHA, NEBRASKA 68131
principal executive offices) (402) 342-2052
(N ame, address, including zip code, and telephone
nu mber, including area code, of agent for service)

MFS COMMUNICATIONS COMPANY, INC.

DELAWARE 4813 47-0714388
(State or other jurisdiction (Primary Standard Ind ustrial (I.R.S. Employer
of incorporation) Classification Code N umbers) Identification No.)
3555 FARNAM STREET, SUITE 200 TERRENCE J. FERGUSON, ESQ.
OMAHA, NEBRASKA 68131 SENIOR VICE PRESIDENT, GENERAL COUNSEL
(402) 977-5300 AND SECRETARY
(Address, including zip code, and telephone MFS COMMUNICATIONS COMPANY, INC.
number, including area code, of registrant's 3555 FARNAM STREET, SUITE 200
principal executive offices) OMAHA, NEBRASKA 68131
(402) 977-5300
(N ame, address, including zip code, and telephone
nu mber, including area code, of agent for service)
COPIES TO:
JAMES D. DARROW, ESQ. JOHN S. D'ALIMONTE, ESQ.
SUTHERLAND, ASBILL & BRENNAN STEVEN J. GARTNER, ESQ.
1275 PENNSYLVANIA AVE., N.W. WILLKIE FARR & GALLAGHER
WASHINGTON, D.C. 20004 ONE CITICORP CENTER
(202) 383-0100 153 EAST 53RD STREET

NEW YORK, NEW YORK 10022
(212) 821-8000



APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE T O THE PUBLIC:

AS SOON AS PRACTICABLE AFTER THE EFFECTIVE DATE OF THIS REGISTRATION STATEMENT.




If the securities being registered on this Formltsaiag offered in connection with the formationadfiolding company and there is compliance
with General Instruction G, check the following béx

CALCULATION OF REGISTRATION FEE

PROPOSED MAXIMUM PROPOSED MAXIMUM
TITLE OF EACH CLASS OF AMOUNT TO OFFERING PRICE AGGREGATE AMOUNT OF

SECURITIES TO BE REGISTERED  BE REGISTERED PER SHARE OFFERING PRICE REGISTRATI ON FEE
Peter Kiewit Sons', Inc. 60,100 $21.17(1) $1,272,500(2) $439*
Class C Construction & Mining
Group Restricted Redeemable
Convertible Exchangeable Common
Stock, $0.0625 par value
Peter Kiewit Sons', Inc.
Class D Diversified Group
Convertible Exchangeable Common
Stock, $0.0625 par value
MFS Communications 40,091,664(5) 29.375(4) $1,177,692,630(4)  $406,101 (5)
Company, Inc. Common Stock, $.01
par value
MFS Communications
Company, Inc. Series B
Convertible Preferred Stock,
$.01 par value
MFS Communications 347,822(5)(7) - -- --
Company, Inc. Common Stock, $.01
par value
*  Previously paid.

2,152,183(3) $59.12(1)  $127,227,500(2) $43,87 2

15,000,000(5) $1.00(6) $15,000,000(6)  $5,173( 5)

(1) Determined pursuant to Rule 457(f)(2) based o
of securities to be received by Peter Kiewit S
per share of stock to be registered.

(2) Determined pursuantto Rule 457(f)(2) based
securities to be received by Peter Kiewit Sons
share of stock to be registered.

(3) Based on an assumed exchange of all of the c
aggregate of 5,000,000 shares of Class B Sto
Kiewit Sons', Inc.

(4) Estimated solely for purposes of determining t
to Rule 457(f) based upon the high and low sal
of MFS Communications Company, Inc. as reporte
of Securities Dealers, Inc.'s National Market

(5) In addition to the securities to be r
Registration Statement, the offering contempla
a part of this Registration Statement also
40,439,490 shares of Common Stock, parva
Communications Company, Inc. and 15,000,000 sh
Preferred Stock, par value $.01 per share o
Inc. that are covered by Registration Statemen
aggregating $411,274 was previously paid w
statement relating to such 40,439,490 shares o
per share and 15,000,000 shares of Series B Co
value $.01 per share.

(6) Estimated based upon the book value per shar
457(f).

(7) Represents shares of Common Stock of MFS
issuable upon conversion of the Series B C
Pursuant to the provisions of Rule 457(i) a
not payable.

n weighted average book value
ons', Inc. in exchange offer

on aggregate book value of
', Inc. in exchange offer per

onvertible debentures and an
ck and Class C Stock of Peter

he registration fee pursuant
es prices of the Common Stock
d by the National Association
System on June 9, 1995.
egistered pursuant to this
ted by the Prospectus forming
includes an aggregate of
lue $.01 per share of MFS
ares of Series B Convertible

f MFS Communications Company,

t No. 33-93504. A filing fee

ith the earlier registration

f Common Stock par value $.01
nvertible Preferred Stock par

e of $1.00 pursuantto Rule
Communications Company, Inc.

onvertible Preferred Stock.
separate registration fee is

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

STATEMENT PURSUANT TO RULE 429(b)

THE PROSPECTUS CONTAINED IN THIS REGISTRATION STAVENT IS A COMBINED PROSPECTUS WHICH ALSO COVERS
SHARES OF COMMON STOCK AND PREFERRED STOCK OF MFSNMMUNICATIONS COMPANY, INC. COVERED BY
REGISTRATION STATEMENT NO. 33-93504. THIS REGISTREKON STATEMENT ALSO CONSTITUTES PRE-EFFECTIVE
AMENDMENT NO. 3 WITH RESPECT TO REGISTRATION STATHMNT NO. 3:-93504.



CROSS-REFERENCE SHEET
PURSUANT TO ITEM 501(b) of Regulation S-K

ITEM NUMBER AND CAPTION LOCATION IN PROSPECTUS

A. INFORMATION ABOUT THE TRANSACTION
1. Forepart of Registration Statement and
Outside Front Cover Page of

Prospectus.......ccccccevvveeeeenennn. Outside Front Cover Page of Prospectus
2. Inside Front and Outside Back Cover
Pages of Prospectus.................... Inside Front Cover Page of Prospectus;

Available Information; Incorporation of
Certain Documents by Reference; Table of

Contents
3. Risk Factors, Ratio of Earnings to Fixed
Charges and Other Information.......... Prospectus Summary; Risk Factors
4. Terms of the Transaction................ Prospectus Summary; Overview; The Exchange
Offer; The Spin-Off; Description of
Securities
5. Pro Forma Financial Information......... Selected Historical and Pro Forma Financial

Data; Pro Forma Financial Information of PKS
6. Material Contacts with the Company Being
Acquired.........ccooeivieeieninen. Certain Transactions
7. Additional Information Required for

Reoffering by Persons and Parties
Deemed to be Underwriters.............. Not Applicable
8. Interests of Named Experts and Counsel.. Not Applicable
9. Disclosure of Commission Position on
Indemnification for Securities Act
Liabilities.........cccovvvieeernns Not Applicable
B. INFORMATION ABOUT THE REGISTRANT
10. Information with Respect to S-3
Registrants.............cccccvvvvenns Available Information; Incorporation of
Certain Documents by Reference; Recent
Developments
11. Incorporation of Certain Information by

Reference......cccccccevveviiiiiinnns Incorporation of Certain Documents by
Reference
12. Information with Respect to S-2 or S-3
Registrants...........cccceeeeiinneen. Not Applicable
13. Incorporation of Certain Information by
Reference......cccccceeveiviiiicnnns Not Applicable
14. Information With Respect to Registrants
Other Than S-3 or S-2 Registrants...... Not Applicable
C. INFORMATION ABOUT THE COMPANY BEING A CQUIRED
15. Information with Respect to S-3
Companies........ccoccueeeeeenineeennn Available Information; Incorporation of

Certain Documents by Reference; Recent
Developments
16. Information With Respect to S-2 or S-3
Companies........ccocceeeeeeiineeennn Not Applicable



ITEM NUMBER AND CAPTION

17. Information With Respect to Companies
Other Than S-3 or S-2 Companies........
D. VOTING AND MANAGEMENT INFORMATION
18. Information if Proxies, Consents or
Authorizations are to be Solicited.....
19. Information if Proxies, Consents or
Authorizations are not to be Solicited
or in an Exchange Offer................

LOCATION IN PROSPECTUS

Not Applicable

Not Applicable

Incorporation of Certain Documents by
Reference; Certain Transactions



INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BECCEPTED PRIOR TO THE TIME THE REGISTRATION
STATEMENT BECOMES EFFECTIVE. THIS PROSPECTUS SHANOT CONSTITUTE AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BENY SALE OF THESE SECURITIES IN ANY STATE IN WHICH
SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUPRIOR TO REGISTRATION OR QUALIFICATION UNDER THE
SECURITIES LAWS OF ANY SUCH STATE



SUBJECT TO COMPLETION AUGUST 7, 1995
JOINT PROSPECTUS
PETER KIEWIT SONS', INC.
OFFER TO EXCHANGE

(i) Class D Stock for Outstanding Class B Stock &taks C Stock,

(i) Class C Stock and Class D Stock for 1990 Se@envertible Debentures due October 31, 2000 88d $eries Convertible Debentures
due October 31, 2001 and

(iii) Class D Stock for 1993 Series Class D Conb&tDebentures due October 31, 2003

Dividend Distribution by Peter Kiewit Sons', Ino.the Holders of Class D Stock of 40,091,644 Shaf€&ommon Stock and 15,000,000
Shares of Series B Convertible Preferred Stock of
MFS COMMUNICATIONS COMPANY, INC.

The Exchange Offer described herein will expiré:80 p.m., Omaha, Nebraska time, on , 1995, uretsnded.

Peter Kiewit Sons', Inc., a Delaware corporatid?KS" or the "Company"), hereby offers to exchanyshares of its Class D Diversified
Group Convertible Exchangeable Common Stock, paev®0.0625 per share ("Class D Stock") for any alhdutstanding shares of its Class
B Construction & Mining Group Nonvoting RestrictBédeemable Convertible Exchangeable Common Stackjghue $0.0625 per share
("Class B Stock") and Class C Construction & Minfagpup Restricted Redeemable Convertible Excharlg&zdmmon Stock, par value
$0.0625 per share ("Class C Stock"), (ii) shareSlags C Stock and Class D Stock for any and d@lk®$'s outstanding 1990 Series
Convertible Debentures due October 31, 2000 and $@9ies Convertible Debentures due October 311 P@ch shares of Class C Stock
will then be exchangeable for Class D Stock purstathe Exchange Offer) and (iii) shares of ClasStock for any and all of PKS's
outstanding 1993 Series Class D Convertible Debestdue October 31, 2003, all on the terms andestf) the conditions set forth herein
and in the related Letter of Transmittal (whichedtiger constitute the "Exchange Offer"). For a diston of certain tax consequences of the
Exchange Offer, see "The Exchange Offer -- Celthiited States Federal Income Tax ConsiderationatRglto the Exchange Offer.” The
Class C Stock and the Class D Stock so offereddrExchange Offer are sometimes referred to colidgtherein as the "Offered Stock,"
PKS's convertible debentures described above anetsues referred to collectively herein as the 'liattgeable Debentures,” the Class B
Stock and Class C Stock are sometimes collectiedrred to herein as the "Exchangeable Stock,'tlaadExchangeable Debentures and the
Exchangeable Stock are sometimes referred to tioldy herein as the "Exchangeable Securities." &mstain Definitions" for definitions ¢
certain other terms used herein.

This Joint Prospectus (the "Prospectus"”) alsoeslat a proposal by PKS to make a dividend didinbuo the holders of its Class D Stock,
including Class D Stock issued in the Exchange iQ&f&all

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPRED BY THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION NOR HAS THE SE®RUTIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OMPEQUACY OF THESE PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS

THE DATE OF THIS PROSPECTUS IS, 1995.

(COVER CONTINUED ON FOLLOWING PAGE



(CONTINUED FROM PREVIOUS PAGE)

the shares of capital stock of MFS Communicatioom@any, Inc., a Delaware corporation and a majantyied subsidiary of PKS ("MFS"),
held by PKS immediately before that distributiolhoa the terms and subject to the conditions sghfherein (the "Spin-off"). If the Spin-off
occurs, the capital stock of MFS distributed in Spn-off will consist of (i) 40,091,644 sharescoimmon stock, par value $.01 per share (the
"MFS Common Stock") and

(if) 15,000,000 shares of Series B convertible gmmefd stock, par value $.01 per share (the "MF&Rez Stock"). Such 40,091,644 shares of
MFES Common Stock and 15,000,000 shares of MFS iPegf&tock are collectively referred to hereinhas{Spin-off Stock". No holder of
Class D Stock will be required to pay any cashtbeoconsideration, to surrender or exchange sldi€kass D Stock or any other security,
or to take any other action in order to receiveSpa-off Stock pursuant to the Spin-off. PKS heceived a ruling from the Internal Revenue
Service (the "IRS") confirming that the Spin-offlMde tax-free to the holders of Class D StockUmited States federal income tax purposes
(the "Ruling"). See "The Spin-off -- Certain Unit8thtes Federal Income Tax Considerations Relatitige Spin-off."

The Spin-off and the Exchange Offer are both suligethe approval of the MFS Recapitalization (ereed herein) by a favorable vote of a
majority of the holders of MFS Common Stock votatghe MFS 1995 annual stockholders meeting. Seeri@w -- The MFS
Recapitalization" and the "The Exchange Offer -n@itions to the Exchange Offer." IF SUCH FAVORABMOTE IS NOT RECEIVED,
THE EXCHANGE OFFER WILL BE ABANDONED, AND THE SPINBFF WILL NOT OCCUR. FURTHER, PKS RESERVES THE
RIGHT TO ABANDON THE EXCHANGE OFFER, OR BOTH THE EBHANGE OFFER AND THE SPINDFF, IF THE PKS BOARD O
DIRECTORS DETERMINES AT ANY TIME THAT SUCH ABANDONMENT WOULD BE IN THE BEST INTEREST OF PKS AND ITS
STOCKHOLDERS, AND PKS WILL ABANDON THE EXCHANGE OHER IF IT ABANDONS THE SPIN-OFF. See "The Exchange
Offer -- Right of PKS to Extend, Abandon or Modify the Eaole Offer or Defer Acceptance of Tendered ExchalnlgeSecurities” and "Tt
Spin-off -- Conditions to the Spin-off; Right of BKto Abandon, Defer or Modify the Spin-off." Thalsere is no assurance that either the
Exchange Offer or the Spin-off will be consummataut, if the Exchange Offer is consummated, the $ffinvill be consummated promptly
thereafter.

PKS ALSO RESERVES THE RIGHT TO EXTEND THE EXCHANGHE-FER OR TO MODIFY IN ANY MANNER THE TERMS AND
CONDITIONS OF THE EXCHANGE OFFER OR THE SPIIFF OR TO DEFER THE CONSUMMATION OF THE EXCHANGE BER
AND THE SPIN-OFF IF THE PKS BOARD OF DIRECTORS DETERMINES AT ANMME THAT SUCH ACTION WOULD BE IN THE
BEST INTEREST OF PKS AND ITS STOCKHOLDERS. MODIFICFON OF THE TERMS AND CONDITIONS OF THE EXCHANGE
OFFER MAY INCLUDE THE IMPOSITION BY PKS OF A LIMITON THE NUMBER OF SHARES OF EXCHANGEABLE STOCK
THAT WILL BE ACCEPTED BY PKS IN THE EXCHANGE OFFERSEE "THE EXCHANGE OFFER -- RIGHT OF PKS TO EXTEND,
ABANDON OR MODIFY THE EXCHANGE OFFER OR DEFER ACCERNCE OF TENDERED EXCHANGEABLE SECURITIES"
AND "THE SPIN-OFF -- CONDITIONS TO THE SPIN-OFF; BHT OF PKS TO ABANDON, DEFER OR MODIFY THE SPIN-OFF

The Exchange Offer is not conditioned upon any mimh amount of Exchangeable Securities being teddereexchange. The Exchange
Offer will expire at 5:00 p.m., Omaha, Nebraskagjmn , 1995, unless extended (such date, as ibmayxtended, being referred to herein as
the "Expiration Date"). Exchangeable Securitieslezad pursuant to the Exchange Offer may be withlias described herein prior to the
Expiration Date; thereafter, such tenders are atable by the tendering securityholders.

PARTICIPATION IN THE EXCHANGE OFFER IS VOLUNTARY. BE "RISK FACTORS" FOR A DESCRIPTION OF CERTAIN
FACTORS THAT SHOULD BE CONSIDERED BEFORE A HOLDERF&EXCHANGEABLE SECURITIES DECIDES WHETHER TO
PARTICIPATE IN THE EXCHANGE OFFER. THE PKS BOARD QHRECTORS RECOMMENDS THAT HOLDERS OF
EXCHANGEABLE DEBENTURES TENDER SUCH EXCHANGEABLE MBEENTURES IN THE EXCHANGE OFFER.

THE PKS BOARD OF DIRECTORS MAKES NO RECOMMENDATIOWITH RESPECT TO WHETHER HOLDERS OF
EXCHANGEABLE STOCK SHOULD TENDER SUCH EXCHANGEABLETOCK IN THE EXCHANGE OFFER.

Any holder of Exchangeable Securities desiringadipipate in the Exchange Offer should follow threcedures set forth in "The Exchange
Offer -- Procedure for Tendering Exchangeable Seéesiy Exchange of Exchangeable Securities; DejivéiOffered Stock." Except as
described therein, any holder of Exchangeable S&=uwho has pledged such Exchangeable Secuigtiagender and who desires to
participate in the Exchange Offer must contact denbder to arrange for the tender of such Exchavlgegecurities.

All information contained in this Prospectus widspect to PKS has been provided by PKS. All infdiomacontained in this Prospectus with
respect to MFS has been provided by MFS. Questindgequests for assistance or for additional sopi¢his Prospectus and the Letter of
Transmittal should be directed to Michael A. KeJl&fock Registrar, Peter Kiewit Sons', Inc., 1008wt Plaza, Omaha, Nebraska 68131,
telephone (402) 271-2870, telecopy (402) 271-2965.

(END OF COVER PAGE)



NEITHER PKS NOR MFS HAS ANY ARRANGEMENT WITH ANY BRKER, DEALER, SALESMAN OR OTHER PERSON T
SOLICIT TENDERS OF EXCHANGEABLE SECURITIES. NO PERS IS AUTHORIZED TO GIVE ANY INFORMATION OR TO
MAKE ANY REPRESENTATION NOT CONTAINED IN THIS PROSCTUS IN CONNECTION WITH THE EXCHANGE OFFER,
THE SPIN-OFF OR THE OTHER MATTERS DESCRIBED HEREINND, IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATION SHOULD NOT BE RELIED UPON AS HAVINBEEN AUTHORIZED BY PKS OR MFS. NEITHER THE
DELIVERY OF THIS PROSPECTUS NOR ANY EXCHANGE MADEBRREUNDER SHALL, UNDER ANY CIRCUMSTANCES,
CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANG IN THE AFFAIRS OF PKS OR MFS SINCE THE RESPECT
DATES AS OF WHICH INFORMATION IS GIVEN HEREIN OR IDOCUMENTS INCORPORATED HEREIN. THIS PROSPECTUS
DOES NOT CONSTITUTE AN OFFER TO EXCHANGE, OR A S@IUTATION OF AN OFFER TO EXCHANGE, THE SECURITIES
OFFERED BY THIS PROSPECTUS IN ANY JURISDICTION OR®&M ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE
SUCH OFFER OR SOLICITATION.

AVAILABLE INFORMATION

PKS and MFS are each subject to the informatiosglirements of the Securities Exchange Act of 1834mended (the "Exchange Act"),
and, in accordance therewith, file reports, praggesnents and other information with the Commiss&urch reports, proxy statements and
other information filed by each of PKS and MFS baninspected and copied at the Public ReferencenRddhe Securities and Exchange
Commission (the "Commission") at Judiciary PlaZ#) &ifth Street, N.W., Washington, D.C. 20549, ahthe public reference facilities
maintained by the Commission at 7 World Trade Ge&eite 1300, New York, New York 10048, and 500siMdadison Street, Suite 1400,
Chicago, Illinois 60661. Copies of such materian be obtained at prescribed rates from the P&aference Section of the Commission at
450 Fifth Street, N.W., Washington, D.C. 20549attdition, material relating to MFS can be inspectethe offices of the Nasdaq National
Market, 1735 K Street, N.W., Washington, D.C. 200G06.

This Prospectus does not contain all the infornmagiet forth in the Registration Statement on Fosthe®id exhibits relating thereto, including
amendments (the "Registration Statement"), of whighProspectus is a part, and which PKS and M&& filed with the Commission under
the Securities Act of 1933, as amended (the "Seesi\ct"). Reference is made to such Registrafitaiement for further information with
respect to PKS, MFS and the Spin-off Stock anddffered Stock offered hereby. Statements contaezdin concerning the provisions of
documents are necessarily summaries of such dodapsem each statement is qualified in its entibgtyeference to the copy of the
applicable document filed with the Commission.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents previously filed on theetaindicated by PKS with the Commission pursuatiiécExchange Act are hereby
incorporated by reference into this Prospectus:

1. Annual Report of PKS on Form 10-K for the yeaded December 31, 1994 on March 31, 1995, as arddndeorm 10-K/A Amendment
No. 1 on April 27, 1995 and Form -K/A Amendment No. 2 on August 4, 1995;

2. Quarterly Report of PKS on Form 10-Q for thertpraended March 31, 1995, as amended by Form 20AQiendment No. 1 on June 9,
1995; and

3. The Proxy Statement of PKS filed with the Consigis on May 1, 1995.

The following documents previously filed on theetaindicated by MFS with the Commission pursuanhéExchange Act are hereby
incorporated by reference into this Prospectus:

1. Annual Report of MFS on Form 10-K for the yeaded December 31, 1994, as amended by Form 10-Kiardment No. 1 on April 10,
1995 and Form 10-K/A Amendment No. 2 on May 15,599



2. (i) Current Report of MFS on Form 8-K dated Ma; 1994 (excluding the pages of the Quarterly RepoForm 10-Q for the quarter
ended March 31, 1994 of Centex Telemanagementirloarporated by reference therein and attache@tihle as amended by Form 8-K/A
Amendment No. 1 on June 29, 1994 and Form 8-K/A Adnaent No. 2 on August 31, 1994, (ii) Current RéparForm 8K dated Novembe
2, 1994, as amended by Form 8-K/A Amendment N1 December 13, 1994, (iii) Current Report on Forik 8ated April 14, 1995 and (i
Current Report on Form 8-K, dated May 22, 1995;

3. Quarterly Report of MFS on Form 10-Q for the eraended March 31, 1995 filed with the CommissiorMay 12, 1995;

4. The description of the MFS Common Stock contineMFS's Registration Statement on Form 8-A (Kite 0-21594) filed with the
Commission pursuant to Section 12(g) of the Exckaket on April 21, 1993, as amended by AmendmentNded with the Commission ¢
a Form 8 on May 10, 1993; and

5. The Preliminary Proxy Statement of MFS filedhwtihte Commission on June 23, 1995.

In addition, all reports and other documents fibgdPKS and MFS, respectively, pursuant to Secti@{a), 13(c), 14 or 15(d) of the Exchal
Act subsequent to the date hereof and prior ta#te on which the Spin-off is consummated shatldé®med to be incorporated by reference
herein from the date of filing of such reports ocdments. Any statement contained in a report ouh@nt incorporated or deemed to be
incorporated by reference herein shall be deeméd toodified or superseded for purposes of thisgactus to the extent that a statement
contained herein or in any other subsequently flecument which also is incorporated or deemecdetmborporated by reference herein
modifies or supersedes such statement. Any sutdnstat so modified or superseded shall not be deéeexeept as so modified or
superseded, to constitute a part of this Prospectus

THIS PROSPECTUS INCORPORATES DOCUMENTS BY REFEREN@HICH ARE NOT PRESENTED HEREIN OR DELIVERED
HEREWITH. THESE DOCUMENTS ARE AVAILABLE UPON REQUBESFROM THE STOCK REGISTRAR, PETER KIEWIT SONS/,
INC., 1000 KIEWIT PLAZA, OMAHA, NEBRASKA 68131 (TEEPHONE: (402) 271-2870; TELECOPY (402) 271-2968) ORDER TO
ENSURE TIMELY DELIVERY OF THE DOCUMENTS, ANY REQUESSHOULD BE MADE BY , 1995. PKS undertakes to pawi
without charge to each person, including a berafmivner, to whom a copy of this Prospectus isvéedid, upon the written or oral request of
such person, a copy of any or all of the informaficcorporated by reference in this Prospectuserdtian exhibits to such information (unl
such exhibits are specifically incorporated by refiee into the information that this Prospectusiiporates).

iv
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PROSPECTUS SUMMARY

THE FOLLOWING IS A SUMMARY OF CERTAIN INFORMATION @NTAINED ELSEWHERE OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS. AS THIS SUMMARY IS GIESSARILY INCOMPLETE, REFERENCE IS MADE TO, AND
THIS SUMMARY IS QUALIFIED IN ITS ENTIRETY BY, THE MORE DETAILED INFORMATION INCLUDED OR INCORPORATED
BY REFERENCE IN THIS PROSPECTUS. CAPITALIZED TERMSED BUT NOT DEFINED IN THIS SUMMARY HAVE THE
MEANINGS ASSIGNED TO THEM IN "CERTAIN DEFINITIONS'OR ELSEWHERE IN THIS PROSPECTUS. SECURITYHOLDERS
ARE URGED TO READ THIS PROSPECTUS IN ITS ENTIRETY.

PETER KIEWIT SONS', INC.

Peter Kiewit Sons', Inc. is a Delaware corporatltmprincipal executive offices are located atA80ewit Plaza, Omaha, Nebraska 68131
telephone number is (402) 342-2052. PKS is engagtek following businesses:
construction, mining, data management, telecomnatioics and energy production facilities.

MFS COMMUNICATIONS COMPANY, INC.

MFS Communications Company, Inc., a Delaware cafpmm and a majority-owned subsidiary of PKS, igamized as a holding company
and operates through its subsidiaries in two bssisegments: telecommunications services, through Welecom, Inc. ("MFS Telecom"),
MFS Intelenet, Inc. ("MFS Intelenet"), MFS Datarat;. ("MFS Datanet") and MFS International, IN®MES International"); and network
systems integration, primarily though MFS NetwodcHnologies, Inc. ("MFS Network Technologies")abidition, MFS Development, a
division of MFS, acts as an internal network depeient resource for the planning and constructioMibs's own networks. MFS reported a
net loss of $13.1 million, $15.8 million and $15imilion for the three years ended December 31212993 and 1994, respectively, and
$63.9 million for the three months ended March1395.

MFES's strategy is to become a primary provideetfdommunications services to business and governcastomers. MFS deploys its own
networks and facilities and leases network capdaiiy other service providers in order to provideraad array of high quality voice, data
and other services specifically designed to meetdlquirements of the customer. MFS also serveswiigg number of long distance carriers,
resellers, service aggregators, shared tenantsgmviders, cellular providers and radio providdsat incorporate MFS's switched, special
access and private line services into the sentishose firms offer to their customers.

TELECOMMUNICATIONS SERVICES

- MFS Telecom provides dedicated circuits for catitelecommunications needs, and pursuant to MitSBf®rization from the state of New
York, recently began offering switched servicegga@ustomers. These services are provided over-efahe-art digital fiber optic networks.
Typical customers for MFS Telecom are large busirsesl government customers. In addition, MFS isait#ed by the appropriate
regulatory authorities to provide switched servicethe states of lllinois, Maryland, Massachusetehigan and Washington, although
currently MFS Telecom does not offer switched sasiin those jurisdictions.

- MFS Intelenet provides a single source of integtdocal and long distance telecommunicationsisesvand facilities management,
primarily for medium and small businesses, utiligMFS's own network and switching platform as vaslithe facilities of other providers.

- MFS Datanet provides higtpeed data communications over an AsynchronoussfieamMode ("ATM") network. Among the services offe
by MFS Datanet is the connection of Local Area Neks ("LANs") across town or across the countrthatsame native speed and protocol
as that at which the LANs operate. MFS Datanetrsfifidggh-speed LAN interconnect services includingnie Relay, Ethernet, Token Ring,
and FDDI utilizing its ATM network.



- MFS International currently offers communicati@esvices to businesses between and within Lor@ans and Frankfurt, and is currently
developing networks in Stockholm and Zurich. MF&itnational was created to take advantage of iatemmal opportunities and to better
serve MFS's existing customer base of multinaticoaipanies. MFS International currently plans teedigp additional networks and services
in primary international business centers in Eurapé Asia, and is in the process of evaluatingmi@tkopportunities in these business
centers.

NETWORK SYSTEMS INTEGRATION

- MFS Network Technologies provides network systémegration for MFS and third parties who deployplsisticated networks. Such
projects and applications include voice and datevars, interactive distance learning networksusigg systems, combined cable television-
telephone networks, and intelligent transportasigstems.

MFS was incorporated in Delaware in 1987. Its ppatexecutive offices are located at 3555 Farname$ Suite 200, Omaha, Nebraska,
68131, and its telephone number is (402) 977-5300.

MFS RECAPITALIZATION AND OTHER PRELIMINARY TRANSACT IONS

In order to satisfy certain requirements of apfiiegdax law relating to the Spin-off that are addex by the Ruling, PKS and Kiewit
Diversified Group Inc., a wholly owned first-tiewlssidiary of PKS ("KDG"), have agreed with MFS féeet the MFS Recapitalization
pursuant to which KDG would exchange 2,900,00(hef42,962,658 shares of MFS Common Stock curréetdly by KDG for 15,000,000
shares of MFS Preferred Stock. The MFS Recapitaizavill be consummated immediately prior to th@rsoff. The MFS Recapitalization
has been approved by the MFS Board of Directors bgra special committee of the MFS Board of Dinesicomprised solely of independ:
directors of MFS. Consummation of the MFS Recajgiitibn is subject to the approval of the MFS Réedipation by the holders of MFS
Common Stock at the MFS 1995 annual stockholdeetintg presently expected to be held on Augus®51th connection with obtaining
approval of the holders of MFS Common Stock, PKSdgreed to vote all of the shares of MFS CommonkStwned or controlled by it in
the same manner as the majority of the non-PKSehslof MFS Common Stock

(and not the holders of any preferred stock of M#E$ch may be outstanding)

present in person or by proxy at the meeting vbiels, the MFS Recapitalization will be approvedydhbsupported by a majority of such
non-PKS stockholders of MFS. If the MFS Recapitdlin is not approved by the holders of MFS Comi@tock, the MFS Preferred Stock
will not be issued, the Exchange Offer will be atb@med and the Spin-off will not occur. See "Ovemwie The MFS Recapitalization" and
"Description of Securities -- MFS Preferred Stockubsequent to the consummation of the MFS Rediaptian, KDG will distribute as a
dividend to PKS the 40,062,658 shares of MFS Com8took and 15,000,000 shares of MFS Preferred Staskheld by it. Immediately
after receiving such dividend and prior to the Sgfiff PKS will purchase 28,986 additional sharedéfS Common Stock from MFS for
$1,000,000. See "Overview -- The Spin-off."

THE EXCHANGE OFFER

TeIMS. e The Excha nge Offer will be consummated on the terms an d subject to the conditions
contained in this Prospectus and the related Letter of Transmittal. PKS will offer,
pursuant to the Exchange Offer, to exchange (i) .416598 sha res of Class D Stock for each
outstandi ng share of Class B Stock and Class C Stock (in cluding all shares of Class C
Stock iss ued in exchange for Exchangeable Debentures), (i) 24.75 shares of Class C Stock
and 24.7 5 shares of Class D Stock for each $1,000 in princi pal amount of each outstanding
1990 Seri es
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withdrawa | rights described herein, retain all tendered secu rities until the expiration of

the Excha nge Offer as so modified; (ii) abandon the Exchange Offer and promptly return all
tendered securities to tendering securityholders; or (iii ) subject to the rights of
withdrawa | described herein, defer acceptance for exchange o f any Exchangeable Securities.
PKS will abandon the Exchange Offerin the event it aba ndons the Spin-off. See "The
Exchange Offer -- Right of PKS to Extend, Abandon or Modif y the Exchange Offer or Defer
Acceptanc e of Tendered Exchangeable Securities."

Certain Tax Considerations.............. Pursuant to the Ruling, for United States federal income ta X purposes neither PKS nor the
holders o f Exchangeable Debentures will recognize any gai nor losson an exchange of
Offered S tock for Exchangeable Debentures. In addition, purs uant to an opinion of counsel,
although the issue is not free from doubt, for United Stat es federal income tax purposes
neither P KS nor the holders of Exchangeable Stock should rec ognize any gain or loss on an
exchange of Offered Stock for Exchangeable Stock. In those events, the holders' tax bases
in the Of fered Stock will be the same as their bases in the Exchangeable Securities, and
the hold ers' holding periods for the Offered Stock general ly will include their holding
periods f or the Exchangeable Securities. See "The Exchange O ffer -- Certain United States
Federal | ncome Tax Considerations Relating to the Exchange O ffer."

PARTICIPATION IN THE EXCHANGE OFFER IS VOLUNTARY. BE "RISK FACTORS" FOR A DESCRIPTION OF CERTAIN
FACTORS THAT SHOULD BE CONSIDERED BEFORE A HOLDERF&EXCHANGEABLE SECURITIES DECIDES WHETHER TO
PARTICIPATE IN THE EXCHANGE OFFER. THE PKS BOARD GHRECTORS RECOMMENDS THAT HOLDERS OF
EXCHANGEABLE DEBENTURES TENDER SUCH EXCHANGEABLE MEENTURES IN THE EXCHANGE OFFER.

THE PKS BOARD OF DIRECTORS MAKES NO RECOMMENDATIOWITH RESPECT TO WHETHER HOLDERS OF
EXCHANGEABLE STOCK SHOULD TENDER SUCH EXCHANGEABLETOCK IN THE EXCHANGE OFFER.

THE SPIN-OFF

Manner of Distribution.................. The Spin- off will be declared and be effected on the Spin-of f Date to holders of record of
Class D Stock (including Class D Stock issued in the Excha nge Offer) on such date in the
event the conditions described under "The Spin-off -- Condit ions to the Spin-off; Right of
PKS to Ab andon, Defer or Modify the Spin-off" are satisfi ed, unless the PKS Board of
Directors has exercised its right to abandon the Spin-off i f it determines for any reason
that such abandonment is in the best interest of PKS and i ts stockholders. No holder of
Class D Stock will be required to pay any cash or other consideration, to surrender or
exchange shares of Class D Stock or any other security or to take any other action in
order to receive the Spin-off Stock pursuant to the Spin- off. There are no dissenter's
rights of appraisal in connection with the Spin-Off.

5
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Dependent on Market." If and when the Class D Stock b ecomes Publicly Traded, PKS's
obligatio n to repurchase such stock will cease. See "Risk Fa ctors -- Risk Factors Relating
to the Ex change Offer, the Spin-Off and PKS Securities -- Ef fect of Class D Stock Becoming
Publicly Traded."

Conditions to the Spin-off; Right to

Abandon, Defer or Modify............... PKS will not consummate the Spin-off unless the MFS Recapita lization has been approved by
the holde rs of a majority of the MFS Common Stock present in person or by proxy and voting
at the MF S 1995 annual stockholders meeting. Further, the Sp in-off will not be consummated
unless t he Ruling remains substantially in effect. The re are no federal or state
regulator y requirements or approvals that must be complied w ith or obtained as a condition
of the Sp in-off. If the PKS Board determines for any reason that such action would be in
the best interest of PKS and its stockholders, PKS may ( i) abandon the Spin-off, (ii)
defer the consummation of the Spin-off or (iii) modify th e terms of the Spin-off. The
Spin-off will not necessarily be abandoned in the event th e Exchange Offer is abandoned.
However, if the Exchange Offer is consummated, the Spin-off will be consummated promptly
thereafte r. See "The Spin-off -- Conditions to the Spin- off; Right of PKS to Abandon,
Defer or Modify the Spin-off."

Certain Tax Considerations.............. Pursuant to the Ruling, for United States federal income ta x purposes the holders of the
Class D Stock will not recognize any gain or loss on the distribution of the Spin-off
Stock. In addition, the holders' tax bases in their shares of Class D Stock prior to the
Spin-off will be apportioned in the Spin-off between such stock and the Spin-off Stock,
and the holders' holding periods for the Spin-off Stock generally will include their
holding periods for the Class D Stock. See "The Spin-off -- Certain United States Federal
Income Ta x Considerations Relating to the Spin-off."

PURPOSE OF EXCHANGE OFFER

In connection with the PKS Board's approval of Exehange Offer and its preliminary approval of 8mn-off, the PKS Board determined
that the Spin-off would be in the best interesthef stockholders of PKS and would be advantagenMHS. The PKS Board authorized the
Exchange Offer as an appropriate means of affortfiadnolders of Class B Stock and Class C Stoakpgortunity to exchange such stock
Class D Stock, and the holders of Exchangeable Met®s an opportunity to exchange such debentaredffered Stock, prior to the
proposed Spin-off. See "Overview -- Background Baodpose of the Spin-off; Purpose of the ExchanderQBoard Proceedings."

RISK FACTORS

Holders of Exchangeable Securities should carefudlysider the factors discussed under the sectitittee "Risk Factors" in this Prospectus
before making a decision to participate in the Exade Offer. Several of such factors are also reletieethe assessment by holders of Class D
Stock of the consequences of the Spin-Off.



SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

RESULTS OF OPERATION:
Revenue (3)....ccccoveriiiienieeniiieens
Net earnings (10SS) (4).....cccceeevvvreennen.
FINANCIAL POSITION:
Total ASSets (3)...ceecvveeeiieeeiiieeeinen,
Current portion of long-term debt (3)...........
Long-term debt, less current portion (3)........
Stockholders' equity (5).......ccovvveeiinrenns

(1) The pro forma results of operation data are co
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th
31, 1994 and three months ended March 31, 1995
financial position data as of March 31, 1995 a
were consummated as of such date. The pro
should be read in conjunction with PKS' histo
statements and the notes thereto and the "Pro
included elsewhere or incorporated by referenc

(2) The pro forma information assumes, in tw
3,000,000 shares (Scenario 1) and 5,000,0
Exchangeable Stock and all the Exchangeable De
Exchange Offer. Scenario 1 reflects PKS's esti
of Exchangeable Stock likely to be tendered
upon the tender indications that PKS has rece
Board of Directors and members of the KCG B
estimates of the likely number of additional
forth solely to illustrate the impact of the
shares than anticipated by PKS. PKS does no
5,000,000 shares is likely.

(3) In October 1993, PKS acquired 35% of the
Corporation that have 57% of the available vot
PKS increased its ownership in C-TEC to 49%
shares and voting rights, respectively. In Ja
of PKS, issued $500 million of 9.375% Senior D

(4) In 1993, through two public offerings, PKS sol
MFS, resulting in a $137 million after-tax g
stock transactions resulted in a $35 million
reduced its ownership in MFS to 67%.

(5) The aggregate redemption value of common stoc
billion.

See "Selected Historical and Pro Forma FinancighD&Peter Kiewit Sons', Inc." for further infortiam.

HISTORICAL ~ —-emeemeeeeeees

THREE MONTHS FISCAL YEAR ENDED
FISCAL YEAR ENDED MARCH DECEMBER 31, 1994

ENDED 31, e
SCENARIO SCENARI
1993 1994 1994 1995 #1(2) #2(2)

(DOLLARS IN MILLIONS, EXCEPT PER SHAR

$2,191 $2,991 $ 573 $ 681 $2,704 $2,704
261 110 23 (26) 177 177

3,634 4,504 4,449
15 33 33
462 908 929
1,671 1,736 1,720

mputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December

, respectively. The pro forma
ssumes that such transactions
forma financial data of PKS
rical consolidated financial
Forma Financial Information"

e herein.

0 separate scenarios, that
00 shares (Scenario 2) of
bentures are exchanged in the
mate of the number of shares
in the Exchange Offer, based
ived from members of the PKS
oard of Directors, and PKS's
tenders. Scenario 2is set
tender of substantially more

t believe that atender of

outstanding shares of C-TEC
ing rights. In December 1994,
and 58% of the outstanding
nuary 1994, MFS, a subsidiary
iscount Notes.

d 29% of the common stock of
ain. In 1994, additional MFS
after-tax gain to PKS and

k at March 31, 1995 was $1.6

10

THREE MONTHS
ENDED MARCH 31,
1995

$ 563 $ 563
14 14
2,894 2,894
13 13
366 366
1,325 1,325



SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF

Revenue..........cccovvenennn. $ 1,783 $
Net earnings (10SS)............... 80
Per Common Share

Net earnings (loss) (3)........... 4.63

Dividends (4) 0.70
Stock price (5).. 22.35
Book value............. 27.43
FINANCIAL POSITION:
Total assets.........ccoeverunnne 889
Current portion of long-term
debt...ooiiiiie 4
Long-term debt, less current
POrtioN...cceieiieiieee, 10
Stockholders' equity (6) 480
Formula Value (5).......ccccceuu. 391

(1) The pro forma results of operations data are c
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th
31, 1994 and three months ended March 31, 1995
financial position data as of March 31, 1995 a
were consummated as of such date. The pro fo
Construction & Mining Group should be read i
Construction & Mining Group's historical finan
thereto and the "Pro Forma Financial Informa
incorporated by reference herein.

(2) The pro forma information assumes, in tw
3,000,000 shares (Scenario 1) and 5,000,0
Exchangeable Stock and all the Exchangeable De
Exchange Offer. Scenario 1 reflects PKS's est
of Exchangeable Stock likely to be tendered i
upon the tender indications that PKS has rec
Board of Directors and members of the KCG Bo
estimates of the likely number of additiona
forth solely to illustrate the impact of the
shares than anticipated by PKS. PKS does n
5,000,000 shares is likely.

(3) Fully diluted earnings per share have not been
materially different from primary earnings per

(4) The 1994 and 1993 dividends include $.45 and $
1994 and 1993, respectively, but paid in Janua

(5) Pursuant to the Certificate of Incorporation,
value calculations are computed annually at
except that adjustments to the stock price to
the time such dividends are declared.

(6) Ownership of the Class B Stock and Class C S
employees conditioned upon the execution of
restrict the employees from transferring t
committed to purchase all Class B Stock and
computed, when put to PKS by a stockholder, p
Incorporation. The aggregate redemption value
1995 was $355 million.

KIEWIT CONSTRUCTION & MINING GROUP

HISTORICAL PR

THREE MONTHS

ENDED MARCH 31,
--------------------------- SCENARIO  SCENAR
1994 1994 1995 #1(2) #2(2

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AM

FISCAL YEAR ENDED

ENDED DECEMBER 31, 1994

2175 $ 411$ 426 $ 2175 $ 2,
77 @ © 75

492 (0.14) (0.16) 58 6
090 - - - -

2555 2235 2555

3139 27.72 3225

967 896
3 2
9 7
505 448
411

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December

, respectively. The pro forma
ssumes that such transactions
rma financial data of Kiewit

n conjunction with the Kiewit
cial statements and the notes
tion" included elsewhere or

0 separate scenarios, that

00 shares (Scenario 2) of
bentures are exchanged in the
imate of the number of shares

n the Exchange Offer, based
eived from members of the PKS
ard of Directors, and PKS's

| tenders. Scenario 2 is set
tender of substantially more

ot believe thata tender of

presented because it is not
share.

.40 for dividends declared in
ry of the subsequent year.

the stock price and formula
the end of the fiscal year,
reflect dividends are made at

tock is restricted to certain
repurchase agreements which
he stock. PKS is generally
Class C Stock at the amount
ursuant to the Certificate of

of the B&C Stock at March 31,

O FORMA (1)

THREE MONTHS ENDED

MARCH 31, 1995

I0 SCENARIO SCENARIO
) #1(2)  #2(2)

OUNTS)

175 $ 426 $ 426
74 (©) ®

84  (0.26) (0.37)

25.45 25.45

33.97 35.86
819 768
2 2
6 6
372 321

See "Selected Historical and Pro Forma Financigh D&Kiewit Construction & Mining Group" for furétr information.

11



SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF

RESULTS OF OPERATIONS:
Revenue (3)....ccccoveriiiienieeniiieens
Net earnings (10SS) (4).....cccceeevvvreennen.

Per Common Share
Net earnings (10SS) (5)....ccccvveerruvreennnen.
Dividends..................

Stock price (6)..

BOOK Value........ccoeevviriieiieniiccieene
FINANCIAL POSITION:

Total assets (3)...cccvveevvieeniiieeaiennnn

Current portion of long-term debt (3)...........

Long-term debt, less current portion (3)........

Stockholders' equity (7).......cccvvveeiinrenns

Formula Value (6).......cccoocvvevivveerinnnnns

(1) The pro forma results of operations data are c
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th
31, 1994 and the three months ended March 31,
forma financial position data as of March
transactions were consummated as of such date.
of Kiewit Diversified Group should be read in
Diversified Group's historical financial stat
and the "Pro Forma Financial Informatio
incorporated by reference herein.

(2) The pro forma information assumes, in tw
3,000,000 shares (Scenario 1) and 5,000,0
Exchangeable Stock and all the Exchangeable De
Exchange Offer. Scenario 1 reflects PKS's est
of Exchangeable Stock likely to be tendered i
upon the tender indications that PKS has rec
Board of Directors and members of the KCG Bo
estimates of the likely number of additiona
forth solely to illustrate the impact of the
shares than anticipated by PKS. PKS does n
5,000,000 shares is likely.

(3) In October 1993, the Group acquired 35% of the
Corporation that have 57% of the available vot
the Group increased its ownership in C-T
outstanding shares and voting rights, respect
issued $500 million of 9.375% Senior Discount

(4) In 1993, through two public offerings, the
stock of MFS, resulting in a $137 million
additional MFS stock transactions resulted in
to the Group and reduced its ownership in MFS

(5) Fully diluted earnings per share have not been
materially different from primary earnings per

(6) Pursuant to the Certificate of Incorporation,
value calculations are computed annually at
except that adjustments to the stock price to
the time such dividends are declared.

(7) Unless Class D Stock becomes Publicly Traded,
purchase all Class D Stock at the amount deter
Certificate of Incorporation, when put to
aggregate redemption value of the Class D Stoc
billion.

KIEWIT DIVERSIFIED GROUP

HISTORICAL

FISCAL YEAR ENDED
FISCAL YEAR THREE MONTHS DECEMBER 31, 1994
ENDED  ENDED MARCH 31 --e-e-eeemeemeee
SCENARIO SCENARI
1993 1994 1994 1995 #1(2) #2(2)

(DOLLARS IN MILLIONS, EXCEPT PER SHAR

$ 408 $ 821 $ 162 $ 257 $ 534 $ 534
181 33 25 (24) 102 103

9.08 163 121 (1.14) 473 4.63
050 - - - - -
59.40 60.25 59.40 60.25
59.52 60.36 60.17 59.85

2,759 3,549 3,575
11 30 31
452 899 922

1,191 1,231 1,272

1,191 1,231

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December
1995, respectively. The pro

31, 1995 assumes that such
The pro forma financial data
conjunction with the Kiewit
ements and the notes thereto
n" included elsewhere or

0 separate scenarios, that

00 shares (Scenario 2) of
bentures are exchanged in the
imate of the number of shares

n the Exchange Offer, based
eived from members of the PKS
ard of Directors, and PKS's

| tenders. Scenario 2 is set
tender of substantially more

ot believe that a tender of

outstanding shares of C-TEC
ing rights. In December 1994,

EC to 49% and 58% of the
ively. In January 1994, MFS

Notes.

Group sold 29% of the common
after-tax gain. In 1994,

a $35 million after-tax gain

to 67%.

presented because it is not
share.

the stock price and formula
the end of the fiscal year,
reflect dividends are made at

PKS is generally committed to
mined, in accordance with the
PKS by a stockholder. The
k at March 31, 1995 was $1.28

See "Selected Historical and Pro Forma FinancighD&Kiewit Diversified Group" for further inforntian.
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THREE MONTHS ENDED

MARCH 31, 1995

$ 139 $ 139
17 17
0.75 0.74
4220 42.85
43.18 42.83
2,097 2,148
11 11
360 360

953 1,004



SUMMARY CONSOLIDATED FINANCIAL DATA
OF MFS COMMUNICATIONS COMPANY, INC.

The development and acquisition by MFS of its neks@nd services during the periods reflected betmaterially affect the comparability of
that data from one period to another. The followsetected consolidated financial data should be iraonjunction with the Consolidated

Financial Statements of MFS and the notes theiratorporated by reference herein. No cash dividevel® paid in any of the periods

presented below.

STATEMENT OF OPERATIONS DATA:
Revenue:
Telecommunications Services......................
Network systems integration......................

Costs and expenses:
Operating eXPeNnSeS.......cccuerverueeeereerienes
Depreciation and amortization....................
General and administrative expenses..............

Loss from operations...........cccocevvvevneeennns
Other income (expense) Net..........cccveeveeens

Loss before income taxes........
Income tax benefit (expense)

NEtI0SS..ccviiviieiiiciee e
Loss per share (2) ....cccccevvveeeiiieeeiiennns
Number of shares (2).......ccccccveevveeriinnnenns

Ratio of earnings to combined fixed charges and pre
dividends (3)....cccceeeiiiieiiniieeiieeen,

OTHER DATA:
EBITDA (4)..veiveeeeeeeeeeeeeer e
Net cash provided by (used in) operating activiti
Capital expenditures, including acquisitions of b
cash acquired.........ccocuveeevenrenineenns

STATISTICAL DATA (5):
Circuits in service (6).......cccovvverrverenns
Buildings connected...........c.ccccveeiivieenns
Route miles (7).......
Fiber miles (8)..
SWItChes.......ovviiii e

BALANCE SHEET DATA:
Networks and equipment
Total assets
Long-term debt, less current portion.............
Stockholders' equity........cccccvvvveriieenns

(1) Reflects the acquisition of Centex Telemanagem
Cylix Communications Corporation as of Novemb
Communications, Inc. as of November 14, 1994,

(2) See Note 2 to the Consolidated Financial Sta
calculation of loss per share.

(3) For each of the three years ended December
months ended March 31, 1995, earnings were
charges during the periods shown by the amoun
of $12,563,000, $22,989,000, $153,304,000 and

(4) EBITDA consists of earnings (loss) befor
depreciation and amortization. EBITDA i
communications industry to analyze companies
performance, leverage and liquidity. EBITDA
operating results or cash flows as determ
accounting principles. See Consolidated Statem

(5) Information presented as of the end of the
from non-financial records prepared by MFS whi

(6) All circuits have been expressed as voice grad

(7) Route miles refers to the number of miles of t
which the fiber optic cables are installed.

(8) Fiber miles refers to the number of route
pending installations) along a telecommunica

FISCAL YEAR ENDED

1992 1993 199

(DOLLARS IN THOUSANDS, EXC

................... $47,585 $70,048 $
................... 61,122 71,063

................... 108,707 141,111

................... 76,667 102,905
................... 20,544 34,670
................... 23,267 34,989

................... (792) 8,464

(566) 7,220

................... $ 8,773 $ 3,217 $
[T 28,741 32,946
usinesses, net of

................... 110,171 128,651

................... 589,130 947,391 1,
1,101 1,583

858 1,298
38,595 62,154
- 1

$243,243 $370,334 $

363,299 906,937 1,
169 143

298,516 811,105

ent, Inc. as of May 18, 1994,
er 1, 1994 and RealCom Office

tements, which describes the

31, 1994 and for the three
insufficient to cover fixed

t of loss before income taxes
$63,808,000, respectively.

e interest, income taxes,
s commonly used in the
on the basis of operating
is not intended to represent
ined by generally accepted
ents of Cash Flows.

period indicated and derived
ch are not audited.

e equivalent circuits.

he telecommunications path in

miles installed (excluding
tions path multiplied by the

THREE MONTHS
------- ENDED
4(1) MARCH 31, 1995

EPT PER SHARE DATA)

228,707  $103,788
58,040 14,552

286,747 118,340

273,431 119,882
73,869 29,073
75,576 25,941

136,129)  (56,556)

(17,175)  (7,252)

153,304)  (63,808)
2,103 (100)

(62,260) $ (27,483)
(10,422)  (21,255)

576,711 106,665

713,430 1,964,872
2,754 3,284
2,405 2,616

107,919 122,074

12 12

787,453 $ 897,920
584,546 1,554,945
548,333 560,688
770,103 719,610



number of fibers along that path.
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RISK FACTORS

Participation in the Exchange Offer by a holdeEa€hangeable Securities is voluntary. Before teinddexchangeable Securities for Offered
Stock, a holder of Exchangeable Securities shaardfally consider the risks and benefits of paption in the Exchange Offer, including
consideration of the consequences of a decisiotorymdrticipate in the Exchange Offer, an assestofdhe investment characteristics of the
Exchangeable Securities held by such holder, ootleehand, and the Offered Stock and the Spin+offkS on the other, and consideration of
the other information contained or incorporateddfgrence in this Prospectus. Several of suchifaet@ also relevant to the assessment by
holders of Class D Stock of the consequences dé flie-off.

RISK FACTORS RELATING TO THE EXCHANGE OFFER,
THE SPIN-OFF AND PKS SECURITIES

CERTAIN CONSEQUENCES OF DECISION NOT TO EXCHANGE

If the Spin-off occurs, each holder of record cdirgs of Class D Stock as of the Spin-off Date woetdin such stock and would receive in
addition MFS Common Stock and MFS Preferred StB&S expects that, at the time of the Spin-off,tegket price of the MFS Common
Stock distributed in respect of each share of AIaSsock will be substantially in excess of theweathen attributable to MFS in the
determination of the Class D Per Share Price inraence with the PKS Certificate of IncorporatiBor example, assuming in two alterna
scenarios that (i) 3,000,000 shares and (ii) 5@@shares of Exchangeable Stock, and in eachatlasfethe Exchangeable Debentures, are
exchanged in the Exchange Offer, the market pricbenestimated number of shares of MFS Commonk3tmbe distributed per share of
Class D Stock (based on the last reported sale pfithe MFS Common Stock on the Nasdaqg Nationak®tas of , 1995) would be $ and
respectively, compared to the respective estimaaftes of approximately $19.25 and $18.50 that didel attributable to MFS under such
scenarios for purposes of determining the ClasgiDSRare Price. See the table at "Overview -- Tgin-8ff." Accordingly, although there is
no assurance as to the market price of the MFS Gomntiock at the Spin-off Date, the sum of (i) therket value of the MFS Common
Stock distributed to a holder of Class D Stock fgli)she redemption value of the MFS Preferredc®tdistributed to a holder of Class D
Stock plus

(iii) the aggregate Class D Per Share Price of sutther's shares of Class D Stock after givingatffie the Spin-off is expected to be
substantially in excess of the aggregate ClassrC5Rare Price of such holder's shares of Classobk3tefore giving effect to the Spin-off.
See "Overview -- The Spin-Off." This representsa-time benefit that holders of Exchangeable Stao participate in the Exchange Offer
will receive in respect of the Class D Stock issteethem in the Exchange Offer. Holders of Exchatdge Stock who do not exchange such
stock pursuant to the Exchange Offer will not reeehis anticipated benefit with respect to Excleside Stock held by them.

A holder of Exchangeable Debentures who particgpatehe Exchange Offer would receive on the exgbasf such Exchangeable
Debentures the same number and classes of PKSthtaidke holder would later be entitled to recaipen conversion of such Exchangeable
Debentures in accordance with their stated conmettgirms. A holder of Exchangeable Debentures vaas chot participate in the Exchange
Offer would not have an opportunity to receive sB&S stock until the scheduled conversion periavipied for in the holder's Exchangee
Debentures. Further, PKS will not retain any MFSr@mon Stock or MFS Preferred Stock after the Spfnaofd therefore would not be able
to distribute any MFS Common Stock or MFS Prefef@eutk upon a subsequent conversion of such Exeladig Debentures during their
scheduled conversion period. The PKS Board of Barschas not made any provision for any other aaljast to the Exchangeable
Debentures to reflect the Spin-off. In additiore fhrmula value of the stock receivable in exchaiogeach Exchangeable Debenture will be
substantially greater than the face amount of tkegh&ngeable
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Debenture, which a holder would not otherwise nexeintil the tenth anniversary of the date of g8suance of such Exchangeable Debenture.
Accordingly, tender of Exchangeable DebentureténExchange Offer will most likely result in receqd the greatest value by the
debentureholder.

CERTAIN INVESTMENT CHARACTERISTICS OF EXCHANGEABLE STOCK AND CLASS D STOCK

EXCHANGEABLE STOCK. Among the investment characgcs of the Class B Stock and the Class C Staakstimould be considered are
the holder's assessment of (i) the potential fotinaed dividend income from such stock, and theptal for continued growth and the risk
of a decline in the Class B&C Per Share Price ohsiock, all of which are dependent on the busipesspects for the Construction &
Mining Group and (ii) the terms of the Class B &taad Class C Stock summarized below in this "Riaktors" section and more fully
described under "Description of Securities -- PK&K."

CLASS D STOCK. Among the investment characteristicthe Class D Stock that should be considerediptiee limited history of dividenc
on such stock, (ii) the potential for future dividis on the Class D Stock, which is dependent obuik@ess prospects for the Diversified
Group, and the fact that the PKS Board of Directamsounced in August 1993 that, in light of heaapital commitments, PKS did not intend
to pay dividends on the Class D Stock in the farabke future, (iii) the potential for growth ane thisk of decline in the Class D Per Share
Price of such stock, which are dependent on thabss prospects for the Diversified Group, (iv) plossibility that the annual changes in the
Class D Formula Value, on which the Class D Per&Race is based, may be less readily predicthile the annual changes in the Class
B&C Formula Value, on which the Class B&C Per SHaiiee is based, in view of the diverse and geheleds mature businesses that
comprise the Diversified Group as compared to thesfuction & Mining Group and (v) the terms of fBkass D Stock summarized below in
this "Risk Factors" section and more fully desadilbeder "Description of Securities -- PKS Stock."alddition, holders of Exchangeable
Stock should consider the anticipated risks anafisrof the Spin-off for the holders of the Cl&$tock in the context of all the other
factors discussed in this "Risk Factors" sectinoluding all of the special considerations assediatith ownership of MFS securities
discussed below under "Risk Factors Relating to MFS

SUMMARY OF TERMS OF PKS STOCK. The following taldets forth a comparative summary of the basic tefrise Class B Stock and
Class C Stock, on the one hand, and the Class €k Sia the other. As this summary is necessardgimplete, reference is made to, and this
summary is qualified in its entirety by, the moedailed information included under "DescriptionS#curities -- PKS Stock."

CLASS B STOCK AND CLASS C STOCK CLASS D STOCK
Businesses with which Class  Construction and mi ne management Diversified businesses: dat a management,
is Associated telecommunications, energy production,
coal mining.
Voting Rights Class B Stock: Nonv oting. One vote per share.
Class C Stock: One vote per share.
- Board of Directors 2/3 of directors el ected by Class C 1/3 of directors elected by Class D
Stock. 4/5 of Class C directors must be Stock. No cumulative voting .
"inside" directors. Elected by cumulative
voting.
- Supermajority 80% of Class C Stoc k plus majority of  Majority of voting stock (w hich includes
Requirements voting stock (Class C Stock and Class D  Class D Stock) must approve fundamental
Stock combined) req uired to approve corporate changes and certa in other
fundamental corpora te changes. actions. Separate class vot e required in
66 2/3% of Class C Stock plus majority of certain circumstances.
voting stock requir ed to approve certain

other actions.
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CLASS B STOCK
- Equalizing Stock Dividends If fewer shares of
outstanding as comp
PKS Board can decla
Class C Stock, ther
of aggregate Class
corresponding stock
Stock.

Stock Price Class B&C Per Share
Class B&C Formula V
consolidated stockh
the value of constr
less the Class D Fo

Dividends Dividends payable o
available less Avai
Amount. Current pol
of earnings as cash

Liquidation In the event of liq
assets remaining fo
Account will be in
plus an amount equa
itself and any non-
value of the remain
payment of creditor
amount equal to $1.
the extent of remai
amount equal to $2.
assets remaining in
of Class B Stock an
Account will be dis

Mandatory Exchanges PKS Board can requi
Stock and Class C S
wholly-owned subsid
the assets and liab
Construction & Mini

Ownership and Transfer Ownership by employ
Restrictions exceptions). Stock

upon death or termi

except that stock o

at year end may be

Stock. Sales by or

than 10% of the Cla

owned by any one ho

persons.

AND CLASS C STOCK CLASS D STOCK

Class C Stock are
ared to Class D Stock,
re stock dividends on
eby increasing number
C Stock votes, without
dividends on Class D

Price is based on  Class D Per Share Price is
alue, which is PKS's D Formula Value, which is t
olders' equity, less  stockholders' equity of Div
uction equipment, and Group, plus one-half of the
rmula Value. unconsolidated stockholders
PKS itself and any non-oper
subsidiaries.
ut of amount legally Dividends payable out of Av
lable Class D Dividend D Dividend Amount, which is
icy is to pay 15-20% Class D Formula Value (but
dividends. cannot in any event exceed
available for dividends). C
is not to pay cash dividend
uidation, the PKS Board will establish two accounts
r distribution to the PKS common stockholders. The
an amount equal to the value of the Diversified Gro
| to one-half of the unconsolidated stockholders' e
operating subsidiaries. The B&C Liquidation Account
ing assets. First, to the extent funds are availabl
s, holders of Class B Stock and Class C Stock will
00 per share, reducing the B&C Liquidation Account.
ning available funds, holders of Class D Stock will
00 per share, reducing the D Liquidation Account. F
the B&C Liquidation Account will be distributed to
d Class C Stock and any assets remaining in the D L
tributed to the holders of Class D Stock.
re exchange of Class B PKS Board can require excha
tock for shares of a  Stock for shares of a wholl
iary that holds all  subsidiary that holds all t
ilities of the liabilities of the Diversif
ng Group. PKS Board can require an ex
Class D Stock for Class C S
Class D Stock is Publicly T
holders of Class D Stock ar
to own Class C Stock, the C
repurchase such Class D Sto
ees only (with limited No restrictions on ownershi
must be resold to PKS transfer.
nation of employment,
f employees retiring
converted into Class D
to PKS only. No more
ss C Stock may be
Ider and related
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ailable Class
a function of
dividends
amount legally
urrent policy
S.

from the

D Liquidation
up's assets,
quity of PKS
will be the

e after
receive an
Second, to
receive an
inally, any
the holders
iquidation

nge of Class D
y-owned

he assets and
ied Group.
change of all
tock, unless
raded. If

e not eligible
ompany must
ck for cash.
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CLASS B STOCK

Repurchase Obligations

PKS must repurchase

Class B&C Per Share
PKS Board can suspe
repurchase for peri

Redemption

Class B Stock: At P

redeemable at Class
Class C Stock: PKS
resale of "excessiv
based on level of e
contribution, effor

Conversion Rights

Holders can convert

Class C Stock to ClI
given from October
any year, effective

1

Conversion right su
pendency of suspens
obligation as descr

AND CLASS C STOCK CLASS D STOCK

stock upon demand at PKS must repurchase upon de
Price. D Per Share Price, unless a
nd obligation to D Stock is Publicly Traded.
od up to one year. PKS Board can suspend oblig
repurchase for period of up
After PKS has repurchased 1
outstanding Class D Stock i
year, PKS Board can limit ¢
obligations by offering pay
of two-year promissory note
of financial condition of P
KS Board discretion, No provisions.
B&C Per Share Price.
Board can require
e amounts" of stock,
mployee's
t and responsibility.
Class B Stock and Until Class D Stock is Publ
ass D Stock by notice holder can convert Class D
15 to December 15 in  Class C Stock in connection
the following January offering of Class C Stock t
(conversion limited to valu
spended during C Stock offered).
ion of repurchase Conversion right suspended
ibed above. Conversion pendency of suspension of r

mand at Class
nd until Class

ation to

to one year.
0% of

n any one

ash repurchase
ment in form

, regardless
KS.

icly Traded,
Stock into

with an

o such holder
e of new Class

during
epurchase

right also subject
purchase for cash t
conversion.

to PKS's right to obligation as described abo ve.
he shares tendered for

VOTING RIGHTS. The provisions regarding voting riglsummarized in the above table give the Clast€kS significant degree of
influence over PKS's decision-making processegitiethe fact that, on the date hereof and fofdheseeable future, even after giving effect
to the Spin-off, the Diversified Group will reprege larger portion of PKS's assets and net whidh tvill the Construction & Mining Group.
The PKS Board has no present intention to declateck dividend on the Class C Stock so as to asaéhe number of votes attributable to
the Class C Stock, notwithstanding that the nunolbeutstanding shares of Class D Stock currentbeess the number of outstanding shares
of Class C Stock, and that such disparity wouldaase after giving effect to the Exchange Offee $@escription of Securities -- PKS Stock
-- Voting" and "-- The PKS Board of Directors."

DIVIDENDS. Under current Delaware law, the amowegdlly available for the payment of dividends ikuakated by reference to the surplus
or, under certain circumstances, the profits ofGoenpany. Thus, dividends on any class of PKS staak be precluded because of the
unavailability of funds for such purpose under Delee law, regardless of the surplus or net profithe Construction & Mining Group and
the Diversified Group, respectively. See "Descaptof Securities -- PKS Stock -- Dividends." In #ihth, because the amount available for
dividends on each class of common stock is depéngem, in part, the Class D Formula Value, whithurn is dependent upon certain
allocations, inter-company transactions and divildewhich are subject to the approval of the PKSr@8o# Directors, the holders of the
different classes of PKS's stock are dependent tipoRKS Board of Directors to resolve any potewtaflicts arising from such allocations,
inter-company transactions and dividends. SeedterRial Conflicts; Fiduciary Duties of the PKS Bdd below.

MANDATORY EXCHANGE. The tax consequences of a mandaexchange of Class B Stock and Class C Sto€Kass D Stock for the
stock of a subsidiary of PKS, as summarized irath&ve table,
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cannot be determined until the time of such exchahigwever, the PKS Board of Directors will revidhve tax implications of such an
exchange when considering whether to require snaxehange. See "Description of Securities -- PK8IS-- Mandatory Exchanges.”

SUSPENSION OF REPURCHASE OBLIGATIONS. If PKS's reghase obligation with respect to Class B Stock@lads C Stock is
suspended, repurchases by PKS of Class B Stocklasd C Stock otherwise than upon voluntary tebgig¢he holder will continue, but the
Company's obligation to pay for such repurchasedefisrred until after the end of the suspensioiopelf the suspension period ends during
the second half of a fiscal year, the repurcha®e pyill be the formula price per share determinsaf the end of that fiscal year, but if the
suspension period ends in the first half of a figear, the repurchase price will be based ondhmitla price per share determined as of the
end of the prior fiscal year. As a result of thpsavisions, a holder of Class B Stock and ClassdCiSor Class D Stock may not be able to
dispose of his or her investment for cash for @openf up to one year.

LIQUIDATION OR REORGANIZATION. Neither of the liquiation preferences referred to in the above tabdecured by any sinking fund
and neither will restrict PKS's ability to pay dieinds. The distribution of any amounts remainingrgfayment of such preference amount
the Class B Stock and the Class C Stock and thesCla&Stock will depend upon the relative valuethefassets of the Construction & Mining
Group and the Diversified Group. These values bélldetermined at the time of liquidation. See "Bipsion of Securities -- PKS Stock --
Liguidation." The value of the assets of each Gnailpbe affected by certain allocations, inempany transactions and dividends, whict
subject to the approval of the PKS Board of Dirextés a result, in the event of a liquidation #meounts received by the holders of the
different classes of PKS's stock may be dependeort how the PKS Board of Directors resolved angptidl conflicts arising from such
matters prior to the liquidation. See "-- PotenGalnflicts; Fiduciary Duties of the PKS Board," sl

In the event that PKS were to enter into liquidatio reorganization proceedings under the UnitedeStbankruptcy laws, the Company's
creditors would rank senior to the holders of alags of PKS's stock. A stockholder who had tendbiedr her shares for repurchase by PKS
prior to the commencement of such proceedingsyginl a stockholder who tendered during a suspensood described under
"Suspension of Repurchase Obligations" above) nughteivably be treated as a creditor of PKS ratthean as a stockholder as to the
tendered shares. However, even if such a stockhaldes treated as a creditor, it is likely thatoheshe would be given a lower priority than
other creditors of PKS for the purposes of anyritistion.

CERTAIN INVESTMENT CHARACTERISTICS OF THE EXCHANGEA BLE DEBENTURES.

The Exchangeable Debentures are unsecured, intmasghg debt obligations of PKS, maturing ten gester their respective issue dates.
During the month of October in the fifth year aftieeir respective issue dates, the Exchangeableridetes are convertible into PKS stock at
a fixed conversion price equal to the related pare formula price on the date of issuance of tkeéh&ngeable Debenture. Each Class C and
D Debenture is convertible into shares of ClasddelSand Class D Stock, and each Class D Debeigtaanvertible into shares of Class D
Stock.

The Exchangeable Debentures may not be transfera@pt by sale to PKS. The holder may require RKi@purchase the Exchangeable
Debentures at any time, and must sell the Exchdobg&ebentures to PKS on death, retirement or tetion of employment by PKS. PKS
may also redeem the Exchangeable Debenturesagitits), except during the applicable one-month ession period. All repurchases or
redemptions of Exchangeable Debentures by PKStar@iéce equal to the principal amount thereos@uacrued and unpaid interest. See
"Description of Securities -- PKS Convertible Detwens."
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CERTAIN INVESTMENT CHARACTERISTICS OF SPIN-OFF STOC K.

Set forth below is a brief summary of the termshef MFS Common Stock and the MFS Preferred Stoekta@ risk factors associated with
the ownership of MFS Common Stock and MFS PrefeBtedk are discussed under "Risk Factors RelatindRS," below.

MFS COMMON STOCK.

Holders of MFS Common Stock are entitled to onevaetr share on all matters submitted to a vote BEtockholders and do not have
cumulative voting rights. Holders of MFS Common&tare entitled to receive ratably such dividerifdsny, as may be declared by the MFS
Board of Directors. The MFS Common Stock is cutlietnaded on the Nasdaq National Market. See "Dpson of Securities -- MFS
Common Stock."

MFS PREFERRED STOCK.

Holders of MFS Preferred Stock are entitled to freées per share on all matters presented to th® 8iéckholders. KDG has agreed to grant
to the Secretary and Assistant Secretary of MFBravnocable proxy to vote all of the shares of MA®ferred Stock in proportion to the vote
of the holders of MFS Common Stock on all matterepthan the election of MFS directors and matsro which holders of the MFS
Preferred Stock vote as a separate class undewB@&aorporation law. The shares of MFS Prefertedidistributed in the Spin-off will be
subject to this irrevocable proxy. The MFS Preféi®tock is convertible into MFS Common Stock at tme after the first anniversary of 1
date of its issuance at an effective conversiom 080.0231884 shares of MFS Common Stock per sifavl-S Preferred Stock and is
redeemable at the option of MFS at any time aftersixth anniversary of its issuance at a redempgrae of $1.00 per share. Dividends on
the MFS Preferred Stock will accrue annually angbégable in cash, but only when, as and if declasethe MFS Board of Directors. The
MFS Preferred Stock contains extensive restrictmmgransfer. See "Description of Securities -- MA8ferred Stock."

COMPANY POLICY ON FUTURE SALES OF CLASS C STOCK

PKS offers Class C Stock for sale to employees alhnurhe PKS Board and management select the gmp#oto whom Class C Stock is to
be offered and determine the number of shares affbeed to each such employee. In selecting engasynd determining the number of
shares of Class C Stock to be offered, the PKSdBaad management consider a wide range of fadtmlsding the employee's effort and
relative contribution to PKS's economic performarthe employee's level of responsibility; the poidrdisplayed by the employee; the
employee's length of service; and the amount 0§ Stock presently owned by the employee.

Under, and subject to the provisions of, the PK8&iftmte of Incorporation, each holder of Clas$tock has the right to sell Class C Stock
back to PKS at any time during the first fifteeryslaf each calendar month, and the right to cor®krss C Stock into Class D Stock
exercisable during a two-month period from andudiig October 15 through and including Decembeofl@ach year. If an employee sells
Class C Stock back to PKS or converts Class C StiokClass D Stock during any year, the PKS Baard management generally consider
such stock sales and conversions, in additiongdabtors described above, in determining whetheffer Class C Stock to the employee in
the following year, and if Class C Stock is offetedsuch employee, the amount of Class C StocKfeced. Although the sale or conversion
of Class C Stock is not the only factor taken imtgount in those cases, PKS generally has dedlingell Class C Stock to an employee in
year following a year in which the employee haslstlass C Stock or converted Class C Stock inte<OaStock

The PKS Board and management expect to use sionitaria in determining the employees to whom ClasStock is offered, and the num
of shares of Class C Stock offered to each sucHmme, in 1996. Accordingly, PKS expects that th&SBoard and management generally
will not offer Class C Stock for sale in 1996 tb@der of Class C Stock who has exchanged Clage€k $or Class D Stock pursuant to the
Exchange Offer.
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NO INTENTION TO REPLACE EXCHANGED CLASS B STOCK OR CLASS C STOCK THROUGH FUTURE OFFERINGS

PKS will not change the criteria by which it offéf$ass C Stock under PKS's stock ownership prodeoautine purpose of enabling persons
who tender Exchangeable Stock in the Exchange @fferstore the level of their holdings of suclkcktthrough future purchases.

POSSIBLE LIMIT ON AMOUNT OF EXCHANGEABLE STOCK TO B E ACCEPTED IN EXCHANGE OFFER

The PKS Board of Directors has not considereddensary to impose a limit on the amount of ExchahlgeStock that may be exchanged in
the Exchange Offer. However, the PKS Board of Daechas reserved the right to do so at any tiriee fiw the Expiration Date in the even
determines that acceptance of all tendered Excladog&tock would not be in the best interest of RIK8 its stockholders. In the event the
PKS Board of Directors were to take such actiowatld impose such a limit on the tendered ExchahbeStock (but not on the tendered
Exchangeable Debentures) on a pro rata basis anldl falow the procedures applicable to a modifigatof the Exchange Offer. See "The
Exchange Offer -- Right of PKS to Extend, AbandoMadify the Exchange Offer or Defer Acceptancélehdered Exchangeable
Securities." The PKS Board of Directors does nespntly intend to impose a limit on the amount xéltangeable Debentures that may be
exchanged in the Exchange Offer.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENC ES RELATING TO THE EXCHANGE OFFER

If the exchange of Offered Stock for ExchangealtelSin the Exchange Offer constitutes, for Uniftdtes federal income tax purposes, a
"recapitalization” within the meaning of Sectiorg88®)(1)(E) of the Internal Revenue Code of 198Grasnded (the "Code"), then, among
other things, no gain or loss will be recognizedaliyolder of Exchangeable Stock who elects togpétie in the Exchange Offer upon the
exchange of Offered Stock for Exchangeable Stokl§ Ras been advised by Sutherland, Asbill & Brenitarregular outside tax counsel,
that, although the issue is not free from doubth@opinion of such counsel, the exchange of @ffe3tock for Exchangeable Stock in the
Exchange Offer should constitute, for United Sté¢eleral income tax purposes, a recapitalizatichiwithe meaning of section 368(a)(1)(E)
of the Code. Accordingly, there is an element afartainty regarding the federal income tax consege® of such exchange. See "The
Exchange Offer -- Certain United States Federadrime Tax Considerations Relating to the ExchangerOff

TRANSFER FROM CONSTRUCTION & MINING GROUP

Whenever Class B Stock or Class C Stock is condénte Class D Stock, it has been PKS's practilteqagh the terms of the PKS
Certificate of Incorporation do not require thadd so) to transfer funds from the Construction &idg Group to the Diversified Group, in
amount equal to the aggregate Class B&C Per Share &f the Class B Stock and Class C Stock soeded, in order that the conversion
will not have the effect of diluting the Class Drimla Value. PKS will take the same action withpexs to Exchangeable Stock exchanged
for Class D Stock in the Exchange Offer. Thus,ttege Exchangeable Stock that is exchanged, theéegrése funds that will be transferred
from the Construction & Mining Group to the Divdisd Group. For example, if 3,000,000 shares o6€R Stock and Class C Stock were
exchanged for Class D Stock pursuant to the Exah@fter, PKS would transfer $75,300,000 from thex€nuction & Mining Group to the
Diversified Group; if 5,000,000 shares of ClasstBc& and Class C Stock were exchanged for ClaseEk$®ursuant to the Exchange Offer,
PKS would transfer $125,500,000 from the Constamc& Mining Group to the Diversified Group. Suchrsfer may have a negative impact
on the liquidity of the Construction & Mining GroupPKS expects that the Construction & Mining Groevifp have sufficient funds, either
from cash on hand or cash flow from operationsnéde any such transfer. If, however, more shar€asfs B Stock and Class C Stock were
tendered for Class D Stock than currently antiéigasuch funds might not to be sufficient to fuldfsuch transfers, and the Diversified
Group might defer receipt of such transfer on atsteom, interest-bearing basis. However, the PK&rB does not intend to cause the
Diversified Group to provide any such deferral dorag-term basis. If the Construction & Mining Gmis unable to fund all such transfers
within a short period after the Spin-
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off, PKS intends to cause the Construction & Min{Bigup to borrow from third parties the funds nseeg to make such transfers. PKS does
not foresee any circumstance under which thossfeesmwould not ultimately be made. In any eveKiSHas reserved the right to impose a
limit on the amount of Exchangeable Stock that t@gxchanged in the Exchange Offer, and the liguafithe Construction & Mining

Group is one factor the PKS Board of Directors wozdnsider in determining whether such a limit waperopriate. See "The Exchange
Offer -- Terms of the Exchange Offer."

BUSINESSES OF CONSTRUCTION & MINING GROUP

The Exchange Offer and the Spin-off will not afféet businesses of the Construction & Mining Graxzept to the extent such businesses
may be affected by the funds transfer described@baoder "Transfer from Construction & Mining GrouMoreover, as a result of the
making of such transfer, the Exchange Offer andSghia-off will have no effect on the Class C Pea®hPrice. Accordingly, holders of
Exchangeable Securities (other than Class D Deles)twho elect not to participate in the ExchanfferQvill retain an indirect interest in

the Construction & Mining Group, and the prospdotsuture appreciation, or the risk of a declimethe Class C Per Share Price will depend
upon the success of the construction and miningbases in which the Construction & Mining Groupreatly engages and chooses to
engage in the future.

The risks associated with the businesses of that@arion & Mining Group include all of the risk@ndant to any construction business,
including the impact on the construction industigleanges in national and regional economies, yogoal nature of the construction
business, the risk of bankruptcy of, or non-paynisniowners, the risk of cost overruns and jobdesm particular projects, risks associated
with increasing competition in the constructionibaess, the risks of foreign construction operati@mal the costs and restraints imposed upor
operations by regulatory requirements.

EFFECT OF SPIN-OFF ON CLASS D PER SHARE PRICE; VALUE OF SPIN-OFF STOCK DEPENDENT ON MARKET

Because approximately one-third of the current £@$er Share Price of $60.25 is attributable t&SMRe Class D Per Share Price will be
significantly reduced when the Spin-off is consurtedaSee "Overview -- The Spin-off." The amounswoth reduction will depend upon the
number of Exchangeable Securities exchanged iExkbbange Offer. For example, assuming in two adtéve scenarios that (i) 3,000,000
shares and (ii) 5,000,000 shares of Exchangeabik Sdnd in each case all of the Exchangeable Def®s) are exchanged in the Exchange
Offer, the estimated Class D Per Share Price giténg effect to the Spin-off would be $41.00 antl® 5, respectively. Accordingly, as a
result of the Spin-off, the price at which holdefsClass D Stock can thereafter sell such stodkK8 will be significantly reduced. Although
there are no transfer restrictions on the ClassddkSthere is no established trading market fehsstock, and there has been only limited
trading activity in such stock. For the foreseedbtare, there is no assurance that a holder adsaStock will be able to sell such stock
otherwise than pursuant to PKS's repurchase oldigander the PKS Certificate of Incorporation. Sedeffect of Class D Stock Becoming
Publicly Traded," below.

PKS will have no repurchase obligation with resgiedhe Spineff Stock. The ability of a holder of MFS Commoro&h to realize value up¢

a sale of such stock will be entirely dependenthenmarket for MFS Common Stock. The market pricklBS Common Stock has fluctuated
significantly since MFS Common Stock began pubkcling in May 1993. Since the commencement of pubdiding, MFS Common Stock
has traded as high as $57.75 per share (in triedharter of 1993) and as low as $20.50 per slatbd second quarter of 1994); during the
12 months preceding the date of this Prospectadiitth and low trading prices per share were $$anspectively. See "-- Risk Factors
Relating to MFS" below for a discussion of certizators that may affect the market price of MFS @Gummn Stock. The MFS Preferred Stock
is non-transferable for a period of six years fiitgrdate of issuance with limited exceptions. J2estription of Securities -- MFS Preferred
Stock."
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BUSINESSES OF DIVERSIFIED GROUP AFTER SPIN-OFF

After the Spin-off is consummated, MFS will be ipgadent of PKS rather than being part of the DifiecsGroup. Accordingly, the Class D
Stock will no longer represent an indirect intetiaghe business of MFS, and the prospects foréutpreciation in the Class D Per Share
Price will depend on the remaining businessesetiiversified Group and any other businesses therBified Group may choose to enter in
the future, as well as on other factors that affaetl will continue to affect, such prospects.

The Diversified Group currently engages in thraagpal businesses other than the businesses of k&b mining, through KDG's wholly
owned subsidiary Kiewit Coal Properties Inc. ("KERhdependent power production, both through KD&@mership of a significant
minority interest in California Energy Company If6CECI") and through the project development amehership activities of KDG's wholly
owned subsidiary, Kiewit Energy Company ("KEC")dathe telecommunications business, through KDGlsesghip of a controlling interest
in C-TEC Corporation ("C-TEC"). See "Business"lie PKS Annual Report on Form 10-K for the year elndecember 31, 1994
incorporated by reference in this Prospectus fdiseussion of the Diversified Group's principal inesses.

A holder of Exchangeable Securities should cargftdinsider the following matters relating to th@pipal businesses of the Diversified
Group before deciding to tender Exchangeable Siesipursuant to the Exchange Offer. Such matterslao relevant to the assessment by
holders of Class D Stock of the consequences db flie-off.

DIVERSIFIED GROUP CASH FLOWS. The Diversified Grodgrives most of its operating cash flow from iéglcmining business. During
1994, for example, the Diversified Group receivéd #illion, or substantially all, of its after-tavet operating cash flow from its coal mining
operations. Although that business currently predusubstantial cash flow, those cash flows willidecsubstantially over the next few yee
For example, after-tax net operating cash flow fiamal sales under long-term purchase contractghalias approximately $55 million in
1994, is expected to decline to approximately $8Bam by 1998 and to approximately $10 million Bp02, and will decline further
thereafter. These decreases are primarily dualezigease in amounts of coal required to be purdharsder those contracts. Both CECI and
C-TEC reinvest substantially all of their operatsash flows, and neither CECI nor C-TEC is expettauhy dividends to KDG in the
foreseeable future. As a result, the ability of Bieersified Group to fund future business oppoitiea will depend, in part, upon its ability to
invest its currently available cash and the renmgiioal mining cash flows in businesses that valbble to generate cash from operations.

PROJECT DEVELOPMENT BUSINESSES. CECI and KEC, tigtoits international power project developmentjeienture with CECI,
are actively engaged in the business of develogimgstructing, owning and operating new power mtsjeThese development activities can
require substantial expenditures before a progedetermined to be feasible, economically attracbivcapable of being financed. The future
growth of CECI's and KEC's businesses dependseaubcess of such developmental endeavors, areldhribe no assurance that
development efforts on any particular project,rogéneral, will be successful.

CECI OPERATING REVENUES. CECI currently dependsacseries of contracts with a single customer, SomatlEalifornia Edison

("SCE"), for substantially all of its operating mwes. The contract prices payable for energy mgpply CECI to SCE are fixed under those
contracts for set periods (which periods end fr@871.to 2000 for CECI's principal contract), and thien based on SCE's published "avoided
cost of energy." For example, for September 1984ithe period-weighted average of SCE's avoidetiafasnergy was 2.2 CENTS per kwh,
compared to the time period-weighted average Sdyedd94 selling prices for energy under CECI'sremts of approximately 10.9 CENTS
per kwh. Thus, the revenues generated by each 6f'€Eacilities operating under its current contsaare likely to decline significantly after
the expiration of the fixed-price period.
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LEVERAGE. Although KDG does not have substantiakeibtedness, CECI and, to a lesser extent, C-TEE thigher levels of indebtedness.
In particular, CECI has incurred substantial indelbess, both at the corporate level and to findewelopment of power projects. In additi
KEC expects to use debt financing for a signifigamttion of the costs of the international powesjects to be developed with CECI.
Although debt financing may increase the equitynet to CECI, CFEC and KEC from their activities, it may also iease the risk associa
with those activities, and the abilities of thosenpanies to grow in the future.

COMPETITION. Each of KCP, CECI and C-TEC is subjecsubstantial competition in their separate acddmisiness. For example, KCP is
subject to substantial competition from other piaia of coal, and the end of certain long-term poathase arrangements will substantially
increase the competitive pressures to which KGRiligect. Although most of CECI's power sales aeesthbject of long-term power purchase
contracts, it is subject to substantial competitronbtaining new contracts and power project demelent opportunities, both in the U.S. and
abroad. CTEC is subject to increasing levels of competifiothe rapidly changing and evolving sectors oftddlecommunications industry
which it competes.

REGULATION. Each of KCP, CECI and C-TEC is subjextarying degrees of federal, state, local anerirdtional regulation. KCP, for
example, is subject to strict environmental regatain its coal mining operations. CECI is alsojsegbto environmental regulation in the
operation of its power plants, as well as variagutatory schemes or governmental contracts theaffact the pricing and sales of electric
power. C-TEC's businesses are subject to extefesilezal, state and local regulations that have gbdusignificantly in recent years and are
likely to continue to change in the future. Thea® be no assurances that the Diversified Groupmesses will not be adversely impacted by
the costs of complying with current regulationdgrfuture regulatory changes.

INTERNATIONAL OPERATIONS. Both CECI and C-TEC hasgnificant international operations. CECI's prignproject development
focus is on projects located in the Philippines bBmtbnesia.

C-TEC recently acquired a 40% interest in Megacalikxico's second largest cable television compbngddition, KEC's primary business
focus is its joint venture with CECI for the devhoent of international power projects. Internatianzerations and investments can be
subject to factors that do not affect domestic apens, including foreign political and economiwd®pments, currency exchange risks,
currency repatriation risks, foreign tax concepditical instability, expropriation and uncertajirgurrounding domestic and foreign laws and
policies affecting foreign investments. In addititime Diversified Group's international operatiane concentrated in a few countries (the
Philippines, Indonesia and Mexico). Adverse ecomoamid political developments in these countriedctdisproportionately affect the
businesses of the Diversified Group.

MANAGEMENT. The Diversified Group has placed a dalnsial emphasis on the abilities of key managersaking its investments in CE
and C-TEC. The loss of one or more of the key marsagf those businesses could have a significéattedn those businesses and on the
performance of the Diversified Group as a whole.

CECI MINORITY INTEREST. KCP is the sole owner of,the managing partner of, its coal mining operajaand KDG holds a controlling
interest in C-TEC. KDG, however, holds only a mityoshare, albeit a significant one, in CECI, ard the right to elect only three of the
fourteen members of CECI's board of directors. Cis@he managing partner of the independent poweeldpment joint venture between
KEC and CECI. As a result of these factors, KDG rhaye less control over its independent power prtioin businesses than it has over its
other Diversified Group businesses.

EFFECTS OF THE EXCHANGE OFFER AND THE SPIN-OFF ON L OANS SECURED BY PKS STOCK

The MFS Common Stock, unlike PKS stock, constittiteargin stock” within the meaning of various FeddReserve regulations restricting
the amount of credit that a lender may extend in
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connection with the purchase or carrying of magjotk where the loan is, or under such regulativadgemed to be, secured directly or
indirectly by margin stock. Such regulations alspose certain procedural requirements in connegtitnsuch loans.

In addition, a lender that has extended creditreethy PKS stock, in making decisions as to howhmaredit to extend against the collateral
held by such lender, may assign a different loamaoe ratio to the Class D Stock as comparedddClass B Stock and Class C Stock. A
lender may also assign a different loan-to-valti® ta the Class D Stock and the Spin-off Stockrafthe Spin-off as compared to the loan-to-
value ratio assigned to the Class D Stock befaeSthin-off. Further, the Class D Per Share Pricg Inedless readily predictable than the
Class B&C Per Share Price has historically beed,tha market value of the MFS Common Stock is etqueto be more volatile than the
Class D Per Share Price has historically been.clirdein the Class D Per Share Price of Class RISptedged to a lender or a decline in the
value of MFS Common Stock pledged to a lender coeddlt in the lender requiring that the borrowledge additional collateral.

If Exchangeable Securities being exchanged purgoahe Exchange Offer are pledged to a lendeer@éf Stock received in exchange for
such Exchangeable Securities is probably also sutgeghe pledge under the terms of the loan docuatien between the securityholder and
the lender. In addition, if Class D Stock (inclugliGlass D Stock received in exchange for Excharlgegdcurities in the Exchange Offer) is
pledged to a lender, some or all of the Spin-afic&treceived in the Spin-off is probably also sabje the pledge. As a result, a
securityholder may be required to deliver Offer¢ac® received in exchange for Exchangeable Seesriiiti the Exchange Offer and Spin-off
Stock received in the Spin-off to such securityledkllender upon receipt of that stock.

IN LIGHT OF THE FOREGOING, PERSONS WHO HAVE PLEDGHXCHANGEABLE SECURITIES TO A LENDER AND WHO
ARE CONSIDERING PARTICIPATION IN THE EXCHANGE OFFEROR WHO HAVE PLEDGED CLASS D STOCK TO A LENDER,
SHOULD CONSULT WITH THE LENDER AS TO THE EFFECT OFHE EXCHANGE OFFER AND THE SPIN-OFF ON THEIR LOAN
ARRANGEMENTS.

EFFECT OF CLASS D STOCK BECOMING PUBLICLY TRADED

Under the PKS Certificate of Incorporation, thehtigf the holders of Class D Stock to require PE$epurchase such stock terminates when
the Class D Stock becomes Publicly Traded. Ingkant, the ability of a holder of Class D Stockealize value upon a sale of such stock
will be entirely dependent on whatever market tegists for the Class D Stock. Moreover, the PKSifieate of Incorporation provides that,
after the Class D Stock is Publicly Traded, anyssgjoent conversion of Class C Stock into ClassdekSwould be based upon the market
value of the Class D Stock, rather than the ClaBebDShare Price. Accordingly, holders making ssarhversions would not be able to derive
any actual or potential benefit from the excesanif, of the market value of the Class D Stock dherClass D Per Share Price, or any excess
of the market value of the businesses comprisiadiversified Group over the value assigned toatbeets of the Diversified Group under the
PKS Certificate of Incorporation for purposes daf tletermination of the Class D Per Share PricghByras noted above, the right of a holder
of Class D Stock to convert such stock to Clas$d€kSin connection with an offering of Class C $tewmuld terminate if the Class D Stock
became Publicly Traded. Even if the Class D Stadkbdcome Publicly Traded, there is no assuraraieath efficient trading market for the
Class D Stock would develop. Further, the markieiepof the Class D Stock is expected to be moratitelthan the Class D Per Share Price
has historically been.

The PKS Board of Directors has considered andiwiie future again consider the feasibility andigability of listing the Class D Stock ol
national securities exchange, on the Nasdag NathMaeket or in the over-the-counter market or takather action to facilitate the Public
Trading of the Class D Stock. If the Class D Staeke to become Publicly Traded, the current agdi@gyaf businesses that constitute the
Diversified Group and certain characteristics @& thpital structure of the Company might result public market valuation of the Class D
Stock that was lower than the intrinsic value @& timderlying Diversified Group businesses, evaudh market valuation were higher than
the Class D Formula Value. Specifically, the fhetttthe capital structure of the Company usesrdiffieclasses of stock to reflect the
performance of the two Groups of the Company, aed t
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fact that the voting characteristics of the ClasSt@ck, which will continue to be owned only by dayges of the Company, give the Class C
Stock a significant measure of voting control otver Company, could cause an undervaluation of tags® Stock by the investing public.
The PKS Board would take these factors into accwuntaking a decision regarding facilitation of Radrading of the Class D Stock. In
addition, the PKS Board would take into accountdasirability of reducing the Company's repurchasi@ations with respect to its capital
stock, the feasibility of raising capital by issgi€lass D Stock in public offerings or private gaents, and any improvements of the
earnings of and the general level of maturatiothefnewer Diversified Group businesses. Moreower ability to provide for the listing of t
Class D Stock on a securities exchange, the Nasdtagnal Market or in the over-the-counter markét be subject to the laws, regulations
and listing eligibility criteria in effect from tieto time.

POTENTIAL CONFLICTS; FIDUCIARY DUTIES OF THE PKS BO ARD

Under Delaware law, the management of the busiofets'e Company and, indirectly, the business ofutissidiaries, is under the direction of
the PKS Board of Directors. Accordingly, the PKSaBibhas the right to allocate and transfer assetdiabilities between the Groups, to
establish fees and allocate expenses in connegttbrinter-company transactions between the Grabwith the Company itself and to
establish and declare dividends paid to the Comparis direct subsidiaries. Such actions couléctfthe future earnings of the respective
Groups, as well as the amounts available for tlyengat of dividends on and the repurchase priceligndlation value of the respective
classes of stock. Accordingly, such actions maystituie conflicts between the interests of the bBrddbf Class B Stock and Class C Stock
the holders of Class D Stock. Depending on the itadm of such actions, and whether or not any corsgigon for such actions is provided
for by the PKS Board, such actions could resu#t substantial reduction in the stockholders' ecpiitsfbutable to the Group adversely
affected by such actions and a corresponding reduict the value of the related class of PKS stock.

The PKS Board will not be constrained by specifamgards in making the foregoing determinations rather such actions will be taken in
the sole discretion of the PKS Board, subject ¢nlthe PKS Board's fiduciary duty to act with daeecand in the best interest of PKS and its
stockholders.

The PKS Board presently contemplates significamdfers of assets between the Groups only undecitaiemstances. First, the PKS Board
intends to continue its practice of transferringds from one Group to the other to reflect the geain the respective ownership interests of
the classes of stock in the event of conversiorsdarfk from one class to another (and in the chgecExchange Offer, to reflect the
exchange of Class B Stock and Class C Stock fasIaStock) so as to preclude the dilution of dhobtlfers' interests that would otherwise
result from the issuance of shares upon convefsioexchange). Such adjustments are intended totaiaj rather than to alter, the respec
per share values of the classes of stock as detedwinder the formulas provided for in the PKS iiestte of Incorporation. Second, in the
event that one of the Groups should incur substhlogses or liabilities, the PKS Board might cdesimaking a transfer of assets to the
affected Group from the other Group if the PKS Blodetermined that such transfer was in the ovbeat interest of PKS and its
stockholders. In such event, the PKS Board inténgisovide for compensation to the Group makingtthesfer. The nature, amount and
timing of such compensation would be determinelibim of the circumstances prevailing at the tifSee "-- Transfers from Construction &
Mining Group," above for a discussion of a possibterest-bearing deferral of receipt of funds owethe Diversified Group by the
Construction & Mining Group in connection with tBgchange Offer.
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RISK FACTORS RELATING TO MFS
OPERATING LOSSES

The development of MFS's businesses and the iastalland expansion of its networks require sigaifit expenditures, a substantial portion
of which is incurred before the realization of rewes. These expenditures, together with the assdaarly operating expenses, result in
negative cash flow until an adequate customer isasstablished. MFS reported loss from operatidrapproximately $11.8 million, $31.5
million and $136.1 million for the three years edd@ecember 31, 1992, 1993 and 1994, respectivet/$a6.6 million for the three months
ended March 31, 1995. Although its revenues haveased substantially in each of the last threesy®8-S has incurred significant
increases in expenses associated with the devetd@and expansion of its fiber optic networks, seegiand customer base. There can be no
assurance that MFS will achieve or sustain profitsin the future.

SIGNIFICANT CAPITAL REQUIREMENTS

Expansion of MFS's existing networks and servicektae development of new networks and servicagiregignificant capital expenditure
MFES expects to fund additional capital requiremémtsugh existing resources, internally generatedi$ and additional debt or equity
financing as appropriate. There can be no assuraoeever, that MFS will be successful in producsndficient cash flow or raising

sufficient debt or equity capital on terms thatill consider acceptable. Sales of substantial rensbf shares of MFS Common Stock in the
public market in the future could impair MFS's #@pito raise additional capital through the salétefequity securities. Failure to generate
sufficient funds may require MFS to delay or abandome of its future expansion or expendituresctviobuld have a material adverse effect
on its growth.

COMPETITION

DOMESTIC TELECOMMUNICATIONS SERVICES. In each o§itmarkets, MFS faces significant competition fréwa bocal exchange
carriers (the "LECs"), which currently dominateitiecal telecommunications markets. In additior; $/faces competition in the provisior
certain of its services from other competitive ascproviders ("CAPs"), long distance companieslec@ll companies, equipment vendors
and others. A continuing trend toward business énations and alliances in the telecommunicatiodsistry may create significant new
competitors to MFS.

INTERNATIONAL TELECOMMUNICATIONS SERVICES. MFS facecompetition in the provision of its internatiosarvices from many
service providers including, among others, AT&T @anation, MCI Communications Corporation, Sprint@wation, British
Telecommunications PLC and government-owned telepltompanies that retain monopoly status for gedeivices in certain European
countries.

NETWORK SYSTEMS INTEGRATION. MFS Network Technolegi primary network systems integration competitwesthe Bel
Operating Companies (the "BOCs"), long distancei@a;, equipment manufacturers and major indepédrtédaphone companies. In certain
circumstances, MFS Network Technologies may alsopeie with regional and local systems integratioth @onstruction firms for
integration and installation projects. In the audtimvehicle identification market, MFS Network Teologies competes with specific
manufacturers and several of the aerospace defensmctors that have indicated an intention tét élicommercial markets.

UNPREDICTABLE COMPETITIVE ENVIRONMENT. Given the areasing incidence of legal and regulatory ini@si, which affect future
competition both in the United States and inteoretily, MFS is unable to predict the nature of sfutbre competition with any precision.
Changes to existing laws and regulation could eoddme ability of certain service providers to catepwith MFS, and could create new
competitors to MFS services. In addition, many &3/ existing and potential competitors have firglnpersonnel and other resources
significantly greater than those of MFS.
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REGULATION

MFS is subject to varying degrees of federal, statal and international regulation. MFS is notrently subject to price cap or rate of return
regulation, nor is it currently required to obt&lrS. Federal Communications Commission (the "FG@thorization for installation or
operation of its network facilities used for donieservices. FCC approval is required, howevetterinstallation and operation of its
international facilities and services. The FCC thetermined that nondominant carriers, such as MFSrequired to file interstate tariffs on
ongoing basis. Challenges to these tariffs by thadies may cause MFS to incur substantial legdlaaministrative expenses. MFS's
subsidiaries that provide intrastate service areegaly subject to certification and tariff filimgquirements by state regulators. In addition,
MFS is subject to varying degrees of regulatiothmforeign jurisdictions in which it conducts ogons. Although the trend in federal, state
and international regulation appears to favor iasegl competition, no assurance can be given thagels in current or future regulations
adopted by the FCC, state or foreign regulatotsgislative initiatives in the United States andaaol would not have a material adverse
effect on MFS.

RISKS OF EXPANSION AND IMPLEMENTATION

MFS is engaged in the expansion and developmdtg nétworks and services. MFS expects such expamsid development to accelerate in
the near future. The expansion and developmerts oieitworks will depend on, among other thingsalility to assess markets, design fiber
optic network backbone routes, install facilitieslabtain rights-of-way, building access and amyned government authorizations and/or
permits and the outcome of certain state and fédegalatory actions and legislative initiativesiathaffect MFS's ability to offer
economically viable services, all in a timely manra reasonable costs and on satisfactory terehg@amditions. As a result, there can be no
assurance that MFS will be able to expand its iexjsietworks or install or acquire new networksMES is not able to expand its network:
install new networks, there will be a material adeeeffect on its growth.

Foreign operations or investment may be adverd@édygtad by local political and economic developnseexchange controls, currency
fluctuations, royalty and tax increases, retroa@ctax claims, expropriation, import and export tagans and other foreign laws or policies as
well as by laws and policies of the United Stafiéscting foreign trade, taxation and investmentadidition, in the event of a dispute arising
from foreign operations, MFS may be subject toekeusive jurisdiction of foreign courts or may gt successful in subjecting foreign
persons to the jurisdiction of courts in the Unifdtes. MFS may also be hindered or prevented émfiorcing its rights with respect to a
governmental instrumentality because of the doetoihsovereign immunity.

RAPID TECHNOLOGICAL CHANGES

The telecommunications industry is subject to rapid significant changes in technology. While MeSdves that, for the foreseeable futt
these changes will neither materially affect thetowed use of fiber optic cable nor materiallydenits ability to acquire necessary
technologies, the effect of technological changesuding changes relating to emerging wireline anigtless transmission technologies, on
the businesses of MFS cannot be predicted.

DEPENDENCE ON KEY PERSONNEL

MFS's businesses are managed by a small numbeyaecutive officers, particularly Mr. James QoWe, Chairman of the Board of
Directors and Chief Executive Officer of MFS, and. lRoyce J. Holland, President, Chief Operatingd@ffand a Director of MFS, the loss
of certain of whom could have a material adver$ecebn MFS. MFS believes that its future succeiisdepend in large part on its continued
ability to attract and retain highly skilled andatjtied personnel. MFS does not have any employroenbneompetition agreements with €
of its key executive officers.

POTENTIAL EFFECT OF SPIN-OFF ON MARKET FOR MFS COMM ON STOCK

In the event the Spin-off is consummated, PKS aifitribute all of the shares of MFS Common Stoott Bi+S Preferred Stock then owned
by it to the holders of Class D Stock. Such shafédFS
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Common Stock are expected to constitute approxigné& of the outstanding shares of MFS Common Stafter giving effect to the MFS
Recapitalization. The persons who are membersedbdiards of directors of PKS and MFS (other thandirector of PKS who became a
director in June 1995), and who are holders of Clastock, have entered into agreements with MEBicéng their right to resell any shares
of MFS Common Stock received by them as a resuti@Spin-off (including MFS Common Stock receivgumbn conversion of MFS
Preferred Stock received by them) until May 24,7,98ith certain limited exceptions; provided, howgwthat each such person may sell L
50,000 of such shares on or after May 24, 1996e@8apon the number of shares of PKS stock heldibly persons, an aggregate of
approximately 9,200,000 shares of MFS Common Stockpproximately 15% of the total number of sharfelsIFS Common Stock expect
to be outstanding at the time of the Spin-off, Wil subject to such agreements. See "Certain Toaémss -- Agreements Regarding MFS
Spin-off Stock." Nonetheless, after the Spin-offubstantial number of shares of MFS Common Stodlkbetome available for future sale in
the public markets. In addition, since MFS hasedsgs@and may continue to issue, shares of MFS Con®taek in connection with financing,
employee benefit plans, acquisitions or otherwitss,possible that the number of outstanding shafeMFS Common Stock available for s
in the future could increase significantly. Salésubstantial numbers of such shares in the pudicket in the future could adversely affect
the market price of the MFS Common Stock and coufhir MFS's ability to raise additional capitatdbigh the sale of its equity securities.

VARIABILITY OF QUARTERLY OPERATING RESULTS; VOLATIL  ITY

As a result of the significant expenses associatddthe expansion and development of its netwarks services, MFS anticipates that its
operating results could vary significantly from iperto period and such variability could adverssffect MFS's results of operations.
Accordingly, these revenues are likely to vary gigantly from period to period, and such variatyilcould adversely affect MFS's results of
operations. In addition, the market prices of siiesrof growth companies similar to MFS have histaly been highly volatile. Future
announcements concerning MFS or its competitochyding quarterly results, technological innovasipgservices or government legislatior
regulation, may have a significant effect on thekatprice of the MFS Common Stock.

DIVIDEND PAYMENTS; LIQUIDATION

MFS has never paid a cash dividend on the MFS Camfatack and does not presently intend to do sthimforseeable future. In January
1994, MFS issued approximately $788 million aggtegmincipal amount of Senior Discount Notes (tBeriior Discount Notes") pursuant to
an Indenture between MFS and IBJ Schroder Bank&tl€ompany, as Trustee (the "Indenture”). In theneof a liquidation of MFS, the
holders of the Senior Discount Notes, together aitlother creditors of MFS, will be entitled to paid in full before any payments are made
in respect of the MFS Preferred Stock. In additmmMay 23, 1995, MFS issued, in an underwritteblipwoffering, 9,500,000 Depositary
Shares, each representing a one one-hundredthshiara share of Series A 8% Cumulative Convertiyeferred Stock, par value $.01 per
share (the "DECS"). The DECS rank PARI PASSU wlith MFS Preferred Stock as to any payment in thatefehe liquidation of MFS,

and the holders of the DECS are entitled to recaivaggregate of at least $318,250,000 plus atuadcand unpaid dividends on the DEC.
the event of the liquidation of MFS. The Indentarl other debt agreements to which MFS is a pesdyict MFS's ability to pay cash
dividends. There is no assurance that other agnmesmsiamilar to the Indenture and these other dgi@eanents which MFS may enter into in
the future will not contain similar restrictions payment of cash dividends. As a result, MFS da¢santicipate that it will be permitted to
pay cash dividends in the near future.

LIMITED TRANSFERABILITY OF MFS PREFERRED; IRREVOCAB LE PROXY

The shares of MFS Preferred Stock to be receivatidyolders of Class D Stock in the Spin-off carvesold or transferred without the
consent of MFS for six years from the date of issgaexcept under certain limited circumstances."Bescription of Securities -- MFS
Preferred Stock." MFS does not intend to conseahtotransfers that might have the effect of tramgig a significant percentage of voting
power to a third party. The holders of the MFS Emefd Stock and the holders of
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MFES Common Stock will vote together as a singlslkaxcept as otherwise required by law. Each sifav=S Preferred Stock has five (5)
votes on all matters presented to the stockholofedS. KDG, however, has agreed to grant the $agrand Assistant Secretary of MFS
irrevocable proxy to vote all of the shares of ME®ferred Stock in proportion to the vote of thédkes of MFS Common Stock on all
matters (including, but not limited to, businessmtinations) other than the election of MFS direstand matters as to which the holders of
MFS Preferred Stock vote as a separate class radaware corporation law. The irrevocable proxyl wé binding on all recipients of MFS
Preferred Stock in the Spin-off and, as a restilt liwit the ability of the holders of shares of & Preferred Stock to influence MFS actions
on all matters other than the election of direct8ese "Description of Securities -- MFS Preferréac.”

POTENTIAL ANTITAKEOVER EFFECT OF CERTAIN CHARTER AN D BY-LAW PROVISIONS

MFS has 905,000 shares of authorized and unissedéerped stock and in excess of 100,000,000 stdragthorized and unissued MFS
Common Stock that could be issued to a third psetgcted by current management or used as thefbasishareholders' rights plan, which
could have the effect of deterring a potential &eguAt a meeting on April 26, 1995 (the "April 26FS Board Meeting"), the MFS Board of
Directors approved, and resolved to submit to thekbholders of MFS for approval at the MFS 1995wmimeeting of stockholders, an
amendment to the MFS certificate of incorporatimimtrease the authorized number of shares of peefstock of MFS from 1,000,000 to
25,000,000. The approval by the stockholders of MEtBe MFS 1995 annual meeting of the increaske@mumber of authorized shares of
preferred stock is required in connection with 8pn-off. PKS has advised MFS that it intends ttewadl shares of MFS Common Stock
owned or controlled by it for this proposal at MES 1995 annual meeting of stockholders. Accordingy virtue of PKS's indirect
ownership of approximately 67% of the outstandingres of MFS Common Stock at the time of the MFSb1#8nnual meeting of
stockholders, this proposal will be adopted withitnet vote of any other stockholders of MFS.

In addition, at the April 26 MFS Board Meeting, tki€&S Board of Directors approved, and resolvecutist to the stockholders of MFS for
approval at the MFS 1995 annual meeting of stoadrgl certain other amendments to the MFS cettigfiohincorporation, which include
proposals to: amend the MFS certificate of incoagion to divide the MFS Board of Directors intodarclasses, prohibit stockholders of v
from taking action by written consent, require thpécial meetings of stockholders be called onlyhleyboard of directors or the chairman of
the board of MFS and require the affirmative vdtatdeast 66 2/3% of the votes entitled to be taeteon to adopt, repeal, alter, amend or
rescind the by-laws of MFS. PKS has agreed th#teifMFS Recapitalization is approved by the norsPi§lders of MFS Common Stock as
described herein, PKS will vote all of the shareMBS Common Stock owned or controlled by it indawf the proposed amendments, thus
assuring their adoption. In addition, at the AgB8IMFS Board Meeting, the MFS Board of Directosoadpproved certain amendments to the
by-laws of MFS that prescribe specific proceduegjuirements for the nomination of directors anditit@duction of business by a
stockholder of record at an annual meeting of stolders where such business is not specified imsliee of meeting or brought by or at the
discretion of the MFS Board of Directors. The MF&aBd of Directors also plans to consider in ther fiatare, the adoption of a shareholder
rights plan. Notwithstanding the receipt of theuisge stockholder approval or further approvaltef MFS Board of Directors, each of the
foregoing amendments to the MFS certificate of ipooation and the by-laws of MFS, as well as tharsholder rights plan will be
implemented only upon consummation of the Spin-off.

The ability of the MFS Board of Directors to establthe terms and provisions of different seriepreferred stock, together with the other
features of the MFS certificate of incorporatiom @ne by-laws of MFS described above, could makesrddficult or discourage the removal
of MFS's management, which some or a majority eNtS stockholders may believe to be beneficial, @uld discourage or make more
difficult or expensive, among other transactionsexger involving MFS, or a tender offer, open netuigurchase program or other purchases
of the capital stock of MFS in
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circumstances that would give MFS stockholdersofbygortunity to realize a premium on the sale oirtheg=S capital stock over the then-
prevailing market prices, which some or a majooitguch holders may deem to be in their best istere

OVERVIEW
THE EXCHANGE OFFER
In the Exchange Offer, PKS is offering to exchange:

(i) .416598 of a share of Class D Stock for eadreslof Class B Stock and each share of Class & $tgstanding (including all shares of
Class C Stock issued in exchange for Exchangeatibemiures pursuant to the Exchange Offer, as theschierein);

(i) 24.75 shares of Class C Stock and 24.75 stafr€ass D Stock for each $1,000 principal amairihe Company's outstanding 1990
Series Convertible Debentures due October 31, P@th shares of Class C Stock will then be exchatrigdor a total of 10.31 shares of
Class D Stock pursuant to the Exchange Offer);

(iii) 22.98 shares of Class C Stock and 22.98 shaf€lass D Stock for each $1,000 principal amadithe Company's outstanding 1991
Series Convertible Debentures due October 31, P@h shares of Class C Stock will then be exchatrigdor a total of 9.57 shares of Cl.
D Stock pursuant to the Exchange Offer); and

(iv) 19.97 shares of Class D Stock for each $1@@txipal amount of the Company's 1993 Series Aa€onvertible Debentures due
October 31, 2003

(subject, in each case, to rounding conventionigded to eliminate fractional shares, as descritezdin).

The Exchange Offer is being made on the terms abpst to the conditions described herein undee"Ekchange Offer" and in the Letter of
Transmittal. If the Exchange Offer is consummathd,Spin-off will be consummated promptly thereafte

THE SPIN-OFF

The Exchange Offer is being made in connection wigitoposal by PKS to effect the Swifi-oy making a dividend distribution to the hold
of Class D Stock, including Class D Stock issudiblne Exchange Offer, of the Spin-off Stock, cetiag of all of the 40,091,644 shares of
MFS Common Stock and all of the 15,000,000 shafr&Fs Preferred Stock to be held by PKS at the tifhine Spin-off. The Spin-off
Stock will include the 40,062,658 shares of MFS @mn Stock and the 15,000,000 shares of MFS Pref@teck held by KDG after giving
effect to the MFS Recapitalization, which stockl# distributed as a dividend by KDG to PKS imnagelly before the Spin-off. The Spin-
off Stock will also include 28,986 shares of MFSY@oon Stock that PKS will purchase for $1,000,006hediately after the dividend by
KDG to PKS but prior to the Spin-off. The per shpuechase price of approximately $34.50 for suahgaction was based on the average
trading price of the MFS Common Stock for the 39-dariod preceeding the date such transaction yaed upon by the parties. Such
purchase will provide MFS additional cash for paptnaf the legal and other costs MFS has incurredilbincur in connection with the
transactions described herein. In addition, thelpase by PKS of such stock will cause the Spinenffonstitute a "reorganization” for federal
income tax purposes (and not only a tax-free sffin-breatment of the Spin-off as a reorganizatiah also qualify the receipt of, and
transactions involving, the Spin-off Stock for thige treatment in certain non-federal jurisdictiamsvhich holders of PKS stock reside. MFS
Common Stock distributed in the Spin-off will coiste the major portion of the Spin-off Stock imrtes of value, while the MFS Preferred
Stock will constitute a minor portion of the Spiff-8tock in terms of value. The MFS Common Stockusrently traded on the Nasdaq
National Market under the symbol "MFST." On [ ] 9BBthe last reported sale price of the MFS ComnmntonkSas reported by the Nasc
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National Market was $[ ] per share. No holder cd$3l D Stock will be required to pay any cash oemotonsideration, to surrender
exchange shares of Class D Stock or any otherigeouito take any other action in order to recdive Spin-off Stock pursuant to the Spin-
off.

The Company currently expects that, if the holdéras majority of the MFS Common Stock present irspa or by proxy and voting at the
1995 MFS annual stockholders meeting, which isgg expected to be held on [August ], 1995, apprthe MFS Recapitalization, the
Spin-off dividend will be declared as of, and paicholders of Class D Stock of record as of, theafter the Expiration Date. See "The Spin-
off -- Manner of Effecting the Distribution."

The Company has received the Ruling from the IRS8icuing that the Spin-off will be tax-free to thelders of Class D Stock for United
States federal income tax purposes. See "The Spin®ertain United States Federal Income Tax @ersitions Relating to the Spin-off".
The Spin-off will not be consummated unless theiigutemains substantially in effect as of the Sgiihbate. See "The Spin-off €ondition:
to Spin-off; Right of PKS to Abandon, Defer or Mfydihe Spin-off."

After the Spin-off, holders of Class D Stock wiblltd the Class D Stock held by them prior to thengyf, as well as the MFS Common Stock
and MFS Preferred Stock received in the Spin-di &ctual number of shares of MFS Common Stockvif® Preferred Stock distributed
per share of Class D Stock will depend on the nurabshares of Class D Stock issued pursuant t&Exehange Offer. Accordingly, PKS

will not be able to determine precisely the numdfeshares of MFS Common Stock or the number ofeshaf MFS Preferred Stock that will
be distributed per share of Class D Stock in cotimeaevith the Spin-off until the Expiration Dateh& following table sets forth PKS's
estimates of the number of shares of MFS CommockStod MFS Preferred Stock to be distributed paresbf Class D Stock, assuming t
(i) all of the Exchangeable Debentures are exchafgeOffered Stock in the Exchange Offer andtfig stated number of shares of
Exchangeable Stock are exchanged for Class D $tdble Exchange Offer:

ASSUMED NUMBER ESTIMATED NUMBER OF E STIMATED NUMBER OF

OF SHARES OF  SHARES OF MFS COMMON  SHA RES OF MFS PREFERRED
EXCHANGEABLE  STOCK DISTRIBUTED PER ST OCK DISTRIBUTED PER
STOCK EXCHANGED(1) SHARE OF CLASS D STOCK(2) SHAR E OF CLASS D STOCK(2)
3,000,000 1.77 0.66
5,000,000 1.71 0.64

(1) The 3,000,000 share assumption reflects PKS' s estimate of the number of

shares of Exchangeable Stock likely to be te
based upon the tender indications that PKS has
PKS Board of Directors and members of the KCG
estimates of the likely number of additional
assumption is set forth solely to illustrate
substantially more shares than anticipated b
that a tender of 5,000,000 shares is likely.

(2) The estimate of the number of shares of MFS C
Stock distributed per share of Class D Stock w
total number of each class of shares to be di
the number of shares of Class D Stock curren
case, the number of shares of Class D Stock
tender of the assumed number of shares of Exch
number of shares of Class D Stock that would b
Exchangeable Debentures.

ndered in the Exchange Offer,
received from members of the
Board of Directors, and PKS's
tenders. The 5,000,000 share
the impact of the tender of

y PKS. PKS does not believe

ommon Stock and MFS Preferred
as determined by dividing the
stributed by the sum of (i)
tly outstanding, (ii) in each

that would be issued upon
angeable Stock, and (iii) the
e issued upon exchange of all

The current Class D Per Share Price is $60.25.Beca significant portion of the current Class D $teare Price is attributable to MFS, the
Class D Per Share Price will be significantly restlievhen and if the Spin-off is consummated. Thaadlass D Per Share Price after the
Spin-off will depend upon a number of factors, utthg the number of shares of Class D Stock issuéte Exchange Offer and the
Company's determination of the portion of the Clag3er Share Price attributable to MFS. The foltoyviable sets forth PKS's estimates of
(i) the pro forma Class D Per Share Price afteingieffect to the Exchange Offer and the Spin-@ifthe current market value of
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the MFS Common Stock to be distributed in the Syffrper share of Class D Stock, and (iii) the redéon value of the MFS Preferred Stc
to be distributed in the Spin-off per share of €IBsStock, assuming in each case that (x) all ®Bkchangeable Debentures are exchanged

for Offered Stock in the Exchange Offer and (y) steted number of shares of Exchangeable Stookxateanged for Class D Stock in the
Exchange Offer.

ASSUMED NUMBER ESTIMATED ESTIMATED VALUE ESTIMATED VALUE
OF SHARES OF PRO FORMA  OF MFS COMMON OF MFS PREFERRED
EXCHANGEABLE CLASS D PER STOCK DISTRIBUTED STOCK DISTRIBUTED
STOCK SHARE PER SHARE OF PER SHARE OF
EXCHANGED(1) PRICE(2) CLASS D STOCK(3) CLASS D STOCK(3)
3,000,000 $ 41.00 $ [ $ 0.66
5,000,000 $ 41.75 $ [] $ 0.64

(1) The 3,000,000 share assumption reflects PKS' s estimate of the number of
shares of Exchangeable Stock likely to be ten dered in the Exchange Offer,
based upon the tender indications that PKS has received from members of the
PKS Board of Directors and members of the KCG Board of Directors, and PKS's
estimates of the likely number of additional tenders. The 5,000,000 share
assumption is set forth solely to illustrate the impact of the tender of
substantially more shares than anticipated b y PKS. PKS does not believe
that a tender of 5,000,000 shares is likely.

(2) Earnings of the Diversified Group for 1995, in cluding earnings attributable
to the settlement of certain litigation descr ibed at "Recent Developments
-- Whitney Litigation," would not be reflect ed inthe Class D Per Share
Price until 1996.

(3) For purposes of this table, each share of MF S Common Stock is valued at
$[ ], its last reported sale price on the Nasdaq National Market as
of [ ], 1995, and each share of MFS Prefe rred Stock is valued at its
redemption value of $1.00 per share. There is no assurance as to the market
price of the MFS Common Stock at the Spin-off Date.

As shown in the above table, the greater the numb&hnares of Exchangeable Stock exchanged inxbbahge Offer (i) the greater the Class
D Per Share Price and (ii) the fewer shares of-8ffistock to be distributed for each share of €lBsStock, in each case after giving effect
to the Exchange Offer and the Spin-off.

THE MFS RECAPITALIZATION

One of the requirements of applicable tax law negpto the Spin-off that are addressed by the Rubrthat, at the time of the Spin-off, PKS
must own stock possessing at least 80% of the y@tiwer of the MFS capital stock. In order to $atikis requirement, PKS and KDG have
agreed with MFS to effect the MFS Recapitalizaponsuant to which KDG will exchange 2,900,000 & #2,962,658 shares of MFS
Common Stock currently held by KDG for 15,000,06@res of the MFS Preferred Stock, which is a nesbf MFS convertible preferred
stock, $.01 par value. The MFS Recapitalizatiorh mél consummated immediately prior to the Spin-Bch share of MFS Preferred Stock
will have five votes in the election of MFS direxd@nd in all other matters presented to stockms)ddthough KDG will grant to the
Secretary and the Assistant Secretary of MFS amagable proxy to vote all of the shares of MFSdtred Stock in proportion to the vote of
the holders of MFS Common Stock on all matters rotien the election of MFS directors and matterasghich holders of the MFS
Preferred Stock vote as a separate class undewBreaorporation law. PKS will distribute, and ti@ders of Class D Stock will receive, the
MFES Preferred Stock in the Spin-off subject totérens of the irrevocable proxy. The MFS Preferraat will vote together with the MFS
Common Stock and the DECS as a single class, eroegrtain matters as to which holders of the NF&erred Stock are entitled to a class
vote under Delaware corporation law. See "Certaan3actions -- Certain Agreements Between PKS aRfl M The Securities Purchase
Agreement" and "Description of Securities -- MF&ferred Stock."
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The MFS Recapitalization has been approved by th8 Board of Directors, and by a special committeth® MFS Board of Directors
comprised solely of independent directors of MFSaddition, consummation of the MFS Recapitalizatosubject to the approval of the
MFS Recapitalization by the holders of MFS Commuock at the MFS 1995 annual stockholders meetireggntly expected to be held on
[AUGUST ], 1995. In connection with obtaining appab of the holders of MFS Common Stock, PKS hagedto vote all of the shares of
MFS Common Stock owned or controlled by it in taene manner as the majority of the non-PKS holderMFs Common Stock (and not
the holders of any preferred stock of MFS which rhayutstanding) present in person or by proxpenteeting vote. Thus, the MFS
Recapitalization will be approved only if supporteda majority of such non-PKS stockholders. If BiES Recapitalization is not approved
by the MFS common stockholders, the MFS PrefertedkSwill not be issued, the Exchange Offer willddlsandoned and the Spirff-will not
occur.

BACKGROUND AND PURPOSE OF THE SPIN-OFF; PURPOSE OFTHE EXCHANGE OFFER; BOARD PROCEEDINGS

THE 1992 AMENDMENT. In January 1992, the PKS staalklers adopted an amendment (the "Amendment")ad S Certificate of
Incorporation pursuant to which each share of tom@any's then-existing Class C stock was automigtieachanged for one share of "new"
Class C Stock and one share of Class D Stock, actushare of the Company's then-existing ClasoBkStas automatically exchanged for
one share of the Company's "new" Class B Stockoamrdshare of Class D Stock. The Amendment alsagedvholders of Class B Stock and
Class C Stock with the right to convert such stioé& Class D Stock exercisable during the perioanfiand including October 15 through and
including December 15 of each year. Such convesdi@eome effective upon, and are made on the bgsis ratio of the Class B&C Per
Share Price to the Class D Per Share Price inteffecJanuary 1 of the following year. See "Deswipof Securities -- PKS Stock --
Conversion of Class B&C Stock into Class D Stoékriong other things, the conversion provision preddholders of Class C Stock who
leaving the employment of the Company, such aseestj an opportunity to convert Class B Stock alagdsCC Stock into Class D Stock as an
alternative to selling their Class B Stock or Cl@sStock back to the Company.

RULING REQUEST; PRELIMINARY NEGOTIATIONS. Since thedoption of the Amendment in 1992, MFS has undegubstantial
growth. As a result, MFS has developed needs fostantial additional amounts of capital which PKisld not provide. MFS's growth also
has resulted in an increase in the market valikasfe businesses that has not been reflectediiuiye Class D Formula Value or in the ClI

D Per Share Price at which holders of Class D Stacksell their stock back to the Company purst@tite PKS Certificate of Incorporation.
This difference has been exacerbated because détretopment-stage activities of MFS, which haveegated substantial book losses since
1992. During 1994, PKS management examined a nuaflaternative transactions that could addressosmaore of these issues. During
meetings held during the second half of 1994, 8 Board of Directors considered and discussednabien of alternative transactions
relating to the Diversified Group, including thesgible spin-off of the Company's equity interestMiRS to the holders of Class D Stock, the
possible spin-off of KDG, the primary Diversified@ip holding company, and the possible listinghef €lass D Stock on a national
securities exchange or Nasdag. After reviewingdtadernatives, the PKS Board concluded that aafiiof PKS's entire equity interest in
MFS would both reduce the difference between tlas€D Formula Value and the market value of theeified Group businesses, and
provide MFS with the greatest flexibility to raisapital. In addition, the PKS Board determined th&pin-off of MFS, as opposed to other
alternatives, would be less disruptive to PKS'sentrcapital structure. During that period, the FB&&rd also considered the possibility of an
exchange offer for the purpose of permitting thielas of Exchangeable Securities to exchange semirities for Class D Stock prior to st

a spin-off. In November 1994, the PKS Board auttertimanagement of the Company to prepare and ititethe Internal Revenue Service a
request for a ruling that a spin-off of the Compargntire equity interest in MFS would be tax-fte¢he holders of Class D Stock for United
States federal income tax purposes. The Compaayy thile ruling request in December 1994.
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As noted above, the purpose of the MFS Recapitadizés to enable the Spin-off to qualify for tapeé treatment. During the second half of
1994 and the first half of 1995, management of MR8 management of PKS negotiated and agreed iciglgron the terms and conditions
the MFS Recapitalization, including the conditibattthe MFS Recapitalization be subject to the @agdrof a majority of the non-PKS
holders of MFS Common Stock. Such agreement ircjplie contemplated that the MFS Recapitalizatiomld@ntail the surrender by KDG
of approximately 3.0 million shares of MFS CommadacR in exchange for approximately 15.0 millior2f®.0 million shares of MFS
Preferred Stock.

MFS DELIBERATIONS. A special committee of the MF®&d of Directors (the "MFS Special Committee")ngised of Ronald W.
Roskens and Michael B. Yanney, each of whom isidapendent director of MFS who does not have ameast in either the MFS
Recapitalization, the Exchange Offer or the Spinettier than as a stockholder of MFS, was formecbttsider the agreement in principle as
to the terms of the proposed MFS Recapitalizafiweiuding the proposed terms of the MFS PreferretIS The MFS Special Committee r
on March 22, 1995 to review and consider the tesfriie proposed MFS Recapitalization. The MFS Sp€@ommittee, with the assistance
of Gleacher & Co., Inc., MFS's financial advisandaMFS's legal advisors, reviewed documentary danhdranformation provided by
management of MFS and considered oral presentatiadg by Gleacher & Co., Inc. Additional telephoroniversations were held between
the MFS Special Committee members and members & M&nagement, Gleacher & Co., Inc. and MFS's kedi@kors. Subsequent to the
meeting and the telephonic conversations, the Mge®ial Committee approved in principle the termthefMFS Recapitalization and
recommended the approval of such terms of the M&@&Ritalization to the MFS Board of Directors.

On March 29, 1995, the MFS Board of Directors matdnsider the proposed MFS Recapitalization aagptbposed terms of the MFS
Preferred Stock. At this meeting, after consideratif the oral presentation by Gleacher & Co., &rd the oral presentation by the MFS
Special Committee on their recommendation witheeso the MFS Recapitalization and the issuanteeMFS Preferred Stock, the MFS
Board of Directors unanimously (i) approved thepm®ed MFS Recapitalization and the proposed tefriiedVIFS Preferred Stock, (ii)
authorized the submission of the MFS Recapitabiratd the MFS stockholders for approval and (iijheorized management of MFS to
negotiate the final terms of the MFS Recapitalmatind the MFS Preferred Stock. In addition, theSMBoard of Directors appointed the
Executive Committee of the MFS Board of Directars&pprove the specific terms of the MFS Preferted|S including without limitation,
dividend rate, conversion rate and certain othensgeand to authorize the issuance of such stoBK® to facilitate the Spin-off.

The MFS Board of Directors's deliberations withpesst to the MFS Recapitalization and the term$iefMIFS Preferred Stock focused
primarily upon the benefits to be received by MR8 ds stockholders from the Spafif. In this regard, the MFS Board of Directors clutlec
that the Spin-off would benefit both MFS and itscktholders by transferring the shares of MFS Com@tmick currently concentrated in
KDG's ownership to approximately 1,400 holders @sS D Stock, thereby increasing the number ofeshaf MFS Common Stock available
for public trading and enhancing the liquidity bEtMFS Common Stock. In addition, the MFS Boar®iéctors considered that increased
liquidity of the MFS Common Stock could be expeatedr time to reduce the volatility of the marketp of the MFS Common Stock. The
MFS Board of Directors also concluded that theatevlacement of equity securities with an accéptstoategic investor would be an
attractive external financing option for MFS, ahdttMFS's ability to take advantage of a strategiestment would be enhanced by the
distribution of KDG's concentrated ownership in MFS

MFES's management has indicated to the MFS BoaRirettors that it is not desirable to use cashafbpotential acquisitions, because many
of MFS's expansion opportunities will require sfggaint amounts of cash. Instead, MFS's managenesited to be able to effect the
acquisition of companies (as well as assets arilitizs) through the use of shares of MFS Commatstvhenever that approach is more
attractive. As long as MFS is a subsidiary of Kb@wever, management of
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MFES believes that the use of MFS's stock as anisitign "currency” is hindered due to target stoalklers finding it unattractive to hold
shares in an entity that has a large controllingldtolder and a relatively small public float. Asesult, the MFS Board of Directors
determined that the Spin-off would make MFS's stocke desirable for any potential target's stoottéi.

The MFS Board of Directors also considered thdipfeng consummation of the Spin-off, MFS and itsckholders would be better
positioned to pursue a potential combination owéition (if one were to be proposed in the futareotherwise acceptable terms) which
would allow for the issuance of the acquiror'sesuitant company's shares to the stockholders & btia tax-free basis to all parties. If the
Spin-off were not consummated, many acquisitionambination proposals would prove to be untenabtabse of unacceptable tax
consequences to PKS, whose consent would be néadaaly such transaction, or because of stratafficudties associated with a single
stockholder owning a concentrated block of shafélseobacquiror or resultant company. A potentialghaser of MFS may conclude that th
strategic difficulties make MFS less attractive ((oattractive) as a possible acquisition candidatlting in either the loss of an opportunity
or a reduced acquisition price. While in the vieiWwe MFS Board of Directors the primary purposéhaf Spin-off is not to facilitate a sale of
MFS (and MFS is not presently pursuing any suahstration), the MFS Board of Directors believed thatinterests of the MFS's
stockholders would be best served by providing MR8 its stockholders with maximum flexibility comoing any possible acquisition of
MFS.

Finally, the MFS Board of Directors considered tiigt Spin-off will allow MFS, beginning two yearsllbwing consummation of the Spin-
off, to be classified as an "independent entity"denerally accepted accounting principles, thewiging (i) MFS with the opportunity to use
pooling-of-interests accounting when undertakingibess combinations and (ii) any potential acquifdviFS the opportunity to use pooling-
of-interests accounting in an acquisition of MFS=$®/currently does not qualify for use of poolingiaterests accounting because of the
majority ownership by KDG. Thus, either the comlbiima of MFS with a company having a market valua #ixceeds the value of its tangible
assets or the acquisition of MFS (which has a ntarideie that exceeds the value of its tangibletaggeould result in the creation of
significant intangible assets, including goodwilhich would have to be amortized over time, redgd#FS's or the acquiror's, as the case
may be, future reported net earnings. MFS beligvasits ability to effect business combinatiorfcégntly would be significantly aided if
MFS were able to use pooling accounting.

The MFS Board of Directors considered that aftersconmation of the Spin-off, the holders of ClasStbck might immediately sell the
shares of MFS Common Stock received in the Spinwdifch could affect the market price of the MFS'@oon Stock. In that regard, the
MFS Board of Directors determined that this riskidobe lessened somewhat by the execution of agneesnby certain members of the PKS
Board of Directors and MFS Board of Directors limgt their ability to sell shares of MFS Common &toeceived in the Spin-off. The MFS
Board of Directors also considered the possiblectff the Spin-off on MFS's debt rating. Basedruponversations between management of
MFES and the rating agencies, the management of &ved the MFS Board of Directors that the ratiggncies would not have a negative
view of the Spin-off transaction. The MFS Boarddifectors was also aware that as a result of the-&ff, the Noncompetition Agreement
between MFS and PKS would terminate but believatittiis termination would be of no consequence ESMThe MFS Board of Directors
determined that the advantages of the Spin-off kBMiscussed above outweighed such potential megettfiects.
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In June 1995, the management of PKS and the mamagerhMFS agreed upon the final terms and prousiof the MFS Preferred Stock ¢
the MFS Recapitalization in which KDG will exchang® million shares of MFS Common Stock held by Kfa%15,000,000 shares of MFS
Preferred Stock. See "Description of SecuritiddFS Preferred Stock."

SPECIAL COMMITTEE OF THE PKS BOARD. By resolutioadopted by written consent as of April 1, 1995, RS Board asked a
special committee of the PKS Board (the "Speciah@ittee"), comprised of Robert B. Daugherty, CraNe Harper and Peter Kiewit, Jr.,
review certain aspects of the MFS Recapitalizatiod the Exchange Offer. The PKS Board appointe&pieeial Committee to review the
transactions because both the purchase of MFSrRrdf8tock and the Exchange Offer are transactiomgich one or more members of the
PKS Board of Directors have an interest, eithea aember of the MFS Board of Directors or as am@kparticipant in the Exchange Offer.
In the resolution appointing the Special Committhe,PKS Board asked the Special Committee (i¢teer the proposed terms and
conditions of the MFS Recapitalization and the Exuae Offer for the Exchangeable Stock, and (ifefort to the PKS Board as to whether
the terms and conditions of the MFS Recapitaliratice fair to the holders of the Class D Stock, whdther the Exchange Offer for the
Exchangeable Stock is in the best interest of thekbolders of PKS, in each case exercising itsnfess judgment and taking into account in
each case such facts and circumstances as it desppeapriate.

The Special Committee met on April 7, April 17, A@8, May 19 and June 9, 1995. In connection igtreview, the Special Committee,
with the assistance of its independent financidl lagal advisors, reviewed documentary and otffernmation provided by management of
the Company and met independently and with memifersanagement of the Company. At its May 19, 19@&ting, the Special Committee
was given a presentation by its financial advi§&$,First Boston Corporation ("CS First Boston")thwiespect to the MFS Recapitalization,
the Exchange Offer and the Spin-off (the "Transmsi) and the matters to be addressed in CS FastioB's opinion to the PKS Board of
Directors.

The PKS Board of Directors considered the Exch@ifier, the MFS Recapitalization and the Spin-ofa@pecial meeting on June 9, 1995
(the "Special Meeting"). At the Special Meetings Bpecial Committee reported to the PKS Board basted upon the documents and other
information presented to the PKS Board and the i@p€ommittee, including (i) information relating the respective businesses and
prospects of the Construction & Mining Group anel Biversified Group, including historical financiaformation regarding the Constructi
& Mining Group and the Diversified Group, pro forrfiaancial information reflecting the impact of texchange Offer and the Spin-off on
the Construction & Mining Group and the Diversifi€doup, 1995 financial forecasts for the Constarc: Mining Group and the
Diversified Group, and information with respecthe liabilities of and contingent exposures of @anstruction & Mining Group and the
Diversified Group, (ii) the transfer of funds tetBiversified Group with respect to the conversiohshares of Class C Stock,

(iii) the effect of conversions on the holders ¢4€3 C Stock and the holders of Class D Stockudhic the stated policy of PKS not to
replace converted shares with new grants, (ivieimpmary version of the opinion dated July 21, @8 CS First Boston that, on the basis of
and subject to the matters set forth therein, tiamJactions were fair, from a financial point afwi to the stockholders of PKS, (v) the
reasons for prompt action with respect to the pseddSpin-off (as described at "PKS Board Approvad/ow), and (vi) the presentations
made by the management of the Company, the Sgeoramittee concluded that as of the date of itsntapbelieved that in its business
judgment: (a) the terms and conditions of the MESdpitalization are fair to the holders of the €lBsStock, and (b) the extension by PK
holders of Class B Stock and holders of Class €kSodthe Exchange Offer for the Exchangeable Statien made in conjunction with the
Spin-off, is in the best interest of the stockhaddef the Company. (Mr. Daugherty, the owner 0086, shares of MFS Common Stock
abstained from voting on the MFS Recapitalizatiothie Special Committee deliberations.)

PKS BOARD APPROVAL. The PKS Board approved the Exaje Offer, the MFS Recapitalization and certdiateel transactions, and
preliminarily approved the Spin-off at the Speditdeting. In
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connection with its approval of the Spin-off, thé$Board considered that the Spin-off would be atikgeous to MFS, and indirectly to the
PKS stockholders who would become stockholders BSMs a result of the Spin-off, by enhancing MESIEty to meet its capital funding
requirements in a cost-effective manner and to@mgint its business strategy. The PKS Board alsmnéred that (as discussed above under
"Ruling Request; Preliminary Negotiations") the kedrvalue of the MFS Common Stock after the Spinaafs, at the time of the meeting,
and is expected to be at the time of the Spinsidhificantly greater than the value attributedviBS in the determination of the Class D Per
Share Price in accordance with the PKS Certificht@corporation prior to the Spin-off. The PKS Bd@oncluded, subject to final PKS
Board action shortly prior to the date the propoSpth-off would be effected, that the Spin-off vilashe best interest of the stockholders of
PKS and should be authorized.

The PKS Board further determined that it was appat@to provide an opportunity to the holders td<S B Stock and Class C Stock to
convert such stock into, or exchange such stogkdtaiss D Stock prior to the Spin-off. The PKS Rbalso concluded that consummation of
the Spin-off as soon as practicable following appt@f the MFS Recapitalization by the holders df$Common Stock would be in the best
interest of the stockholders of PKS. Although hoddef Class B Stock and Class C Stock can nexetesutch stock for conversion into Class
D Stock under the PKS Certificate of Incorporatimyinning on October 15, 1995, actual conversidrssich stock into Class D Stock would
not occur until January 1996, and the final caltoies of the amount of Class D Stock issuable ohstonversions would not be completed
until March or April of 1996. As noted above, ampary purpose of the Spin-off is to provide MFS wiixibility to raise substantial amounts
of capital as quickly and as efficiently as possibb that MFS can compete in its growing and chrngreas of business. The PKS Board
concluded that delay of the Spin-off until MarchAgril of 1996 would unnecessarily restrict and @mber MFS's capital-raising activities
and would hamper MFS's ability to use MFS CommartiSto make acquisitions during the next year. frlemhore, the PKS Board concluc
that a substantial delay of the Spin-off would présoth PKS and MFS with uncertainty of operataaministrative confusion and employee
distraction. Accordingly, the PKS Board authorized Exchange Offer as an appropriate means of girayholders of Class B Stock and
Class C Stock with the desired opportunity to ergeasuch stock for Class D Stock without deferthregSpin-off until March or April of
1996.

The PKS Board also determined that the approprédie for such exchanges would be the ratio appleto January 1995 conversions of
Class B Stock and Class C Stock into Class D Stioek $60.25 to $26.00 or 1:.431535) as adjustedtfe dividends paid on the Class B
Stock and the Class C Stock in January 1995 of ge4Share and in May 1995 of $.45 per share (yigld ratio of $60.25 to $25.10 or 1:
.416598). Accordingly, the PKS Board authorizeceachange ratio of .416598 of a share of Class RkStar each share of Class B Stock or
Class C Stock tendered pursuant to the Exchange . Off

The Spin-off will result in the distribution to lers of Class D Stock of a unique asset which ssmits a substantial portion of the value of
the assets comprising the Class D Formula Value.FKS Board accordingly concluded that holdersxahangeable Debentures (which are
convertible in whole or in part into Class D Stoskpuld be afforded an opportunity to participatéhie Spin-off, and determined that the
Exchange Offer for the Exchangeable Debenturesheamost appropriate way to permit holders of Exgfgable Debentures to so
participate.

OPINIONS OF FINANCIAL ADVISORS. In connection withe MFS Recapitalization, the Exchange Offer ardShin-off, the PKS Board
has received fairness opinions from both LehmanHtgms Inc. ("Lehman Brothers") and from CS Firss®®m. PKS management retained
Lehman Brothers in February of 1995 to provide PK&hagement with advice, assistance and analysteatng the MFS Recapitalization,
the Exchange Offer and the Spin-off. Following thienation of the Special Committee in April of 199be Special Committee retained CS
First Boston to provide the Special Committee viiitiependent financial advice and analysis regarttiegnatters which were the

37



subject of the Special Committee's review. Pridtd@onsideration of the MFS Recapitalization, Bxehange Offer and the Spin-off at the
Special Meeting, the PKS Board asked both firmgrtwide it with fairness opinions regarding thengactions.

The PKS Board has received an opinion from CS Bioston dated June 9, 1995 that, as of that dat@arthe basis of and subject to the
matters set forth therein, the Transactions werdrfam a financial point of view to the stockhotdeof PKS. CS First Boston subsequently
rendered an opinion dated July 21, 1995 to the B&&d that, as of that date and on the basis okahpkct to the matters set forth therein,
the Transactions were fair from a financial poihview to the stockholders of PKS.

THE FULL TEXT OF THE OPINION OF CS FIRST BOSTON DED JULY 21, 1995, WHICH SETS FORTH THE ASSUMPTIONS
MADE, MATTERS CONSIDERED AND LIMITS ON THE REVIEW NDERTAKEN BY CS FIRST BOSTON, IS ATTACHED AS
ANNEX | TO THIS PROSPECTUS. THE JUNE 9, 1995 OPINICS SUBSTANTIALLY IDENTICAL TO THE OPINION ATTACHED
HERETO. THE SUMMARY OF THE CS FIRST BOSTON OPINIGNET FORTH HEREIN IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO THE FULL TEXT OF SUCH OPINION, AND HDIERS OF EXCHANGEABLE SECURITIES AND HOLDERS OF
CLASS D STOCK ARE URGED TO READ SUCH OPINION IN ITENTIRETY.

In arriving at its opinion, CS First Boston reviedveertain publicly available business and finanitifdrmation relating to PKS, KCG, KDG
and MFS, a draft dated July 11, 1995 of this Pross a draft dated June 2, 1995 of the Certifiohteesignation for the MFS Preferred
Stock and certain other information, including fic&l forecasts and pro forma financial statemeprsyided to it by PKS, KCG, KDG and
MFS, and met with the managements of PKS, KCG, K& MFS to discuss the businesses and prospetsfKCG, KDG and MFS, as
well as the terms of the Transactions. CS First@oalso considered certain financial and stockketaitata of MFS and compared that data
with similar data for other publicly held companiedusinesses similar to those of MFS. In addjti®8 First Boston compared the financial
terms of the MFS Preferred Stock with the finantéams of other securities and considered such atf@mation, financial studies, analyses
and investigations and financial, economic and miackiteria that it deemed relevant. CS First Bosttso analyzed the financial benefits that
will be afforded the holders of Class D Stock asslt of the Spin-off and considered the fact thatholders of Class B Stock and Class C
Stock will be given the opportunity, as a resultted Exchange Offer, to exchange their shares ad<CB Stock and Class C Stock for shares
of Class D Stock prior to consummation of the Sgfinand thereby to participate in the financial efits of the Spin-off. No limitations were
imposed by the Special Committee or the PKS Bopah(CS First Boston with respect to the investayaimade or procedures followed by
it in rendering its opinion.

In connection with its review, CS First Boston diat assume any responsibility for independent mation of any of the foregoing
information (including the information containedthre draft Prospectus) and relied on such inforonabieing complete and accurate in all
material respects. With respect to the financiedd¢asts, CS First Boston assumed that they wesemahly prepared on bases reflecting the
best currently available estimates and judgmentsemanagements of each of PKS, KCG, KDG and MH® ¢éhe future financial
performance of each of PKS, KCG, KDG and MFS, retipely. In addition, CS First Boston did not makeindependent evaluation or
appraisal of the assets or liabilities (continganotherwise) of any of PKS, KCG, KDG or MFS, noasiit furnished with any such
evaluations or appraisals.

In arriving at its opinion, CS First Boston religgon the advice of PKS that the Spin-off will bessommated only if it can be effected on a
tax-free basis, that the Spin-off will qualify asax-free spin-off under Section 355 of the IntéfRavenue Code of 1986, as amended, and
that PKS has determined that the MFS Recapitatizasi the most feasible method of facilitating 8pn-off on a tax-free basis. In addition,
CS First Boston relied upon the advice of PKS Bt&6 and MFS will take all action necessary to emsiat the MFS Common Stock and the
MFES Preferred Stock to be received by the holde@ass D Stock in the Spin-off will not be "rested securities" within the
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meaning of Rule 144(a)(3) promulgated under theufftges Act and will not be subject to restrictioms transfer under the Securities Act
(other than restrictions imposed as a result ohthider being an "affiliate” (within the meaningrofe 144(a)(1) under the Securities Act) of
MFS.

For purposes of its opinion, CS First Boston asglthat less than an aggregate of 6,000,000 sh&f@sss B Stock and Class C Stock will
be exchanged for Class D Stock in the Exchanger@@fé First Boston also assumed that PKS will cetgplhe Spin-off as described in the
draft dated July 11, 1995 of this Prospectus aatttie consummation of the Transactions will neuein any default or similar event under
any loan agreement, instrument of indebtednessher contract of PKS, KCG, KDG or MFS which willtoe waived. CS First Boston's
opinion was necessarily based upon financial, emitianarket and other conditions as they existeticauld be evaluated on the date of ¢
opinion.

The opinion of CS First Boston does not addresostitute a recommendation regarding (i) the lssirdecisions of PKS or MFS to effect
the MFS Recapitalization or the Spin-off or to méke Exchange Offer, (ii) the determination by Péf$he exchange ratio of Exchangeable
Stock to Offered Stock or the other terms and dwrs of the Exchange Offer, or (iii) the busindssisions of PKS to effect, or the financial
impact on PKS or any of its stockholders of, caertather transactions in connection with the MFSapéalization, the Exchange Offer and
the Spin-off. CS FIRST BOSTON'S OPINION

IS DIRECTED ONLY TO THE FAIRNESS TO THE STOCKHOLDEROF PKS OF THE FINANCIAL TERMS OF THE
TRANSACTIONS, AND DOES NOT CONSTITUTE A RECOMMENDADN TO ANY HOLDER OF EXCHANGEABLE SECURITIES
AS TO WHETHER SUCH HOLDER SHOULD PARTICIPATE IN THEXCHANGE OFFER.

The CS First Boston opinion also expresses no opias to the market value of the MFS Preferredk3tipon issuance or the prices at which
the MFS Common Stock or the MFS Preferred Stocktreitie subsequent to the consummation of the M&@&Ritalization or the Spin-off.
The actual market value of the MFS Common StockthadVFS Preferred Stock may vary depending upamgés in interest rates, dividend
rates, market conditions, general economic conutand other factors which generally influenceptiee of securities.

CS First Boston did not participate in the detemtion by PKS and MFS of the terms of the MFS Rdaéipation, the Exchange Offer or the
Spin-off or the terms of the MFS Preferred Stoctt has not been asked to consider alternative nwfaffecting a distribution of the MFS
Common Stock or the MFS Preferred Stock to thedrsldf Class D Stock.

The following is a summary of certain financial ys@s performed by CS First Boston in connectiothits opinion dated June 9, 1995,
which it discussed with the Special Committee ddRKS Board. In connection with its opinion dalety 21, 1995, CS First Boston
performed certain procedures, including each ofittencial analyses described below, to updataritdyses made in connection with its
opinion dated June 9, 1995, and reviewed with taeagements of PKS, KCG, KDG and MFS the assumptionghich such analyses were
based and other factors, including current findrreisults of PKS, KCG, KDG and MFS and their respecfuture prospects, and PKS's
current assessment of the likely timing of the comsation of the Transactions. The results of sunclyaes were substantially the same as
those arrived at in connection with the CS FirsstBa opinion dated June 9, 1995. CS First Bostdieves that its analyses must be
considered as a whole and that selecting portibsaah analyses or any of the factors consideré@tipwt considering all such analyses and
factors, could create an incomplete view of thecpss underlying its analyses and opinion. The pagipa of a fairness opinion is a complex
process and is not susceptible to partial anatyrsssimmary description.

In connection with the delivery of its opinion, &8st Boston presented to the Special CommitteetlamdKS Board (a) a comparison of the
Class D Per Share Price with the sum of (i) thereded post-Spin-off Class D Per Share Price ahth@ implied market value of the MFS
Common Stock and the MFS Preferred Stock estintatbé received in the Spin-off for each share @s€ID Stock (based on the May 15,
1995 closing price of MFS Common Stock); (b) a cargon of the Class B&C Per Share Price with tha efi(i) the estimated post-Spoff
Class D Per Share Price
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multiplied by the number of shares of Class D Stiocke received for each share of Class B Stockass C Stock exchanged in the
Exchange Offer and (ii) the implied market valudgled MFS Common Stock and the MFS Preferred Stetikated to be received in the
Spin-off for each share of Class B Stock or Clasgtdtk exchanged for Class D Stock in the Exch&@ifer (based on the May 15, 1995
closing price of MFS Common Stock); and (c) an wgsialof the projected dilution of the Class D Staska result of exchanges of
Exchangeable Securities in the Exchange Offer. i3 Boston performed such analyses (x) assumicbange ratios for exchanges of Class
B Stock and Class C Stock for Class D Stock inBkehange Offer () equal to the exchange ratio uisede Exchange Offer and (1) based
on the ratio projected by PKS to be applicableatoudry 1996 conversions of Class B Stock and @aStck into Class D Stock pursuant to
PKS's Certificate of Incorporation and (y) assunsognarios in which no shares of Class B StockGlads C Stock are exchanged in the
Exchange Offer, in which an aggregate of 3,000488th shares are exchanged, and in which an aggrefyat000,000 such shares are
exchanged.

In addition, CS First Boston presented to the Sp€dommittee and the PKS Board (a) its views reiggrthe potential for increases in the
trading volume of MFS Common Stock after consumamatf the Spin-off as a result of the increasedipiloat and greater liquidity of

MFS Common Stock and increased access for MFSetpublic and private capital markets; (b) an anslgkthe holding period required
before the Class B&C Per Share Price would equastim of (i) the post-Spin-off Class D Per ShaieeRnultiplied by the number of shares
of the Class D Stock to be received for each sbi€dass B Stock or Class C Stock exchanged ifestahange Offer and (ii) the market va
of the MFS Common Stock and the MFS Preferred Stodle received in the Spin-off for each share laf€ B Stock or Class C Stock
exchanged for Class D Stock in the Exchange Offas€d upon various assumed annual growth ratésddzlass B&C Per Share Price and
the Class D Per Share Price and MFS Common St@mlg;calculation of certain financial benefitshe non-PKS holders of MFS Common
Stock in the MFS Recapitalization (based on the Way1995 closing price of MFS Common Stock andféice value of the MFS Preferred
Stock); (d) a calculation of potential federal immtax consequences to PKS if the Spin-off wergsired as a taxable transaction for PKS
for United States federal income tax purposes (basghe estimated amount of the capital gaingtakcould potentially be payable by PKS
if its holdings of securities of MFS were distribdtin a taxable transaction); and (e) an analyfsiseopro forma effects of the Transactions on
the balance sheet of each KCG and KDG, based ugfonmation provided by management of PKS.

CS First Boston is a nationally recognized investini@nking firm and is actively engaged in the aéiln of businesses and their securitie
connection with mergers and acquisitions, leverdggauts, negotiated underwritings, secondary itligions of listed and unlisted securiti
private placements and valuations for estate, catp@nd other purposes. The Special Committeetsdl€S First Boston as its financial
advisor because it is a nationally recognized itnmeat banking firm and because of CS First Bostexfgrtise and independence. CS First
Boston has rendered from time to time various itmesat banking services to PKS and received custpfeas for such services.

Pursuant to the terms of an engagement letter dgiatl7, 1995, PKS has paid CS First Boston ade$400,000 for providing an opinion to
the PKS Board of Directors, $100,000 of which beegrayable upon execution of the engagement lattbtree remainder of which became
payable upon delivery of such opinion. PKS has atgeed to reimburse CS First Boston for its reaBlEnout-of- pocket expenses, including
all reasonable fees and disbursements of counstoandemnify CS First Boston and certain relgietsons against certain liabilities
relating to or arising out of its engagement. la ¢tindinary course of its business, CS First Boatwhits affiliates may actively trade the debt
and equity securities of MFS for its own accourd for the accounts of customers and, accordingly at any time hold a long or short
position in such securities.

In addition, the PKS Board has received an opifiiom Lehman Brothers, financial advisor to PKS edaiune 9, 1995 that, based upon and
subject to the assumptions and qualificationsah in such opinion, the MFS Recapitalization, Ehechange Offer for Exchangeable Stock
and the Spin-off, taken as a whole, are fair frofimancial point of view to the stockholders of PK®&hman
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Brothers subsequently rendered an opinion datgd21yl1995 to the PKS Board that, based upon abjgsto the assumptions and
qualifications set forth in such opinion, the MF8dapitalization, the Exchange Offer for Exchange&ibck and the Spin-off, taken as a
whole, are fair from a financial point of view tioet stockholders of PKS.

THE FULL TEXT OF THE OPINION OF LEHMAN BROTHERS DAED JULY 21, 1995, WHICH SETS FORTH ASSUMPTIONS
MADE, MATTERS CONSIDERED AND LIMITS ON THE REVIEW NDERTAKEN BY LEHMAN BROTHERS, IS ATTACHED AS
ANNEX Il TO THIS PROSPECTUS. THE JUNE 9, 1995 OPON IS SUBSTANTIALLY IDENTICAL TO THE OPINION ATTACHED
HERETO.

The summary of the Lehman Brothers opinion sehfbdrein is qualified in its entirety by refererioghe full text of such opinion, and
holders of Exchangeable Securities and holderdadd®D Stock are urged to read such opinion iaritgety. Lehman Brothers has not been
asked to consider alternative means of effectidg@ibution of the MFS Common Stock or the MFSfemneed Stock to the holders of Clas:
Stock. The Lehman Brothers opinion is directed dalthe fairness to the stockholders of PKS offit@ncial terms of the transactions
covered by the opinion, and does not constituecammendation to any holder of Exchangeable Séxsias to whether such holder should
participate in the Exchange Offer.

In arriving at its opinion, Lehman Brothers revieland analyzed (i) a draft of this Prospectuss(igh publicly available information
concerning MFS which it believed to be relevantddanquiry, including MFS's Form 10-K for the fecyear ended December 31, 1994 and
MFS's annual report for such fiscal year, (iii)dimtial and operating information with respect ® llusiness, operations and prospects of
and PKS furnished to Lehman Brothers by PKS, (igdaparison of the historical financial results gnelsent financial condition of MFS a
PKS with those of other companies which it deensdebant, (v) a trading history of the MFS Commoacgtfrom May 1993 to the date of
such opinion and a comparison of that trading hystath those of other companies which it deemdevant, (vi) a comparison of the
financial terms of the MFS Preferred Stock with téiens of certain other transactions and secunitigish it deemed relevant and (vii) KDG's
tax bases of its equity interests in MFS and, bagpea the advice of PKS and its tax advisors, ittedyl tax impact of various disposition
strategies with respect to the equity interestdi$ or its underlying assets and the proposedndxXiaancial reporting treatment of the Spin-
off. In addition, Lehman Brothers had discussiofith the managements of each of PKS and MFS conugtheir respective businesses,
operations, assets, financial condition and praspend undertook such other studies, analysesnaedtigations as it deemed appropriate. No
limitations were imposed by the PKS Board upon LehrBrothers with respect to the investigations n@darocedures followed by it in
rendering its opinion.

In arriving at its opinion, Lehman Brothers assuraad relied upon the accuracy and completenedeedirtancial and other information used
by it without assuming any responsibility for indéeglent verification of such information and hagHar relied upon the assurances of the
managements of PKS and MFS that they are not asfaney facts that would make such information inaate or misleading. With respec
the financial forecasts of PKS and MFS, Lehman Bt has assumed that they have been reasonapbreueon bases reflecting the best
currently available estimates and judgments ohtheagements of PKS and MFS as to the future fiahperformance of PKS and MFS,
respectively. In addition, Lehman Brothers hasmatle an independent evaluation or appraisal cdigkets or liabilities (contingent or
otherwise) of PKS or MFS, nor was it furnished wathy such evaluations or appraisals. Lehman Brsthas assumed that the consummation
of the Exchange Offer and the Spin-off will notuksn any default or similar event under any l@greement, instrument of indebtedness or
other contract of PKS or MFS which will not be wadvand that no more than 6,000,000 shares of Egeladahe Stock will be exchanged for
shares of Class D Stock in the Exchange Offer.dpheion of Lehman Brothers is based upon finaneomarket, economic and other
conditions, and upon tax laws, accounting standandslegal and regulatory requirements, as thestexkion, and could be evaluated as of,
July 21, 1995 and, with the consent of PKS, LehBiothers has not considered possible changes magydicable tax laws, accounting
standards or regulatory and legal requirements.
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In arriving at its opinion, Lehman Brothers hasaislied upon the advice of PKS and its tax adgisbat the Exchange Offer and the Spin-
off, and in particular the MFS Recapitalizatiorg #re most feasible methods of ensuring that the-&p will qualify as a tax-free spiwif for
United States federal income tax purposes. In axidiLehman Brothers has further relied upon thaaedof PKS and its legal advisors that
the shares of MFS Common Stock to be received ldehoof Class D Stock in the Spin-off (other tishiares received by persons who are
"affiliates" of MFS under the federal securitiew& will be freely tradeable securities.

The following is a summary of certain factors rewéel and considered by Lehman Brothers in connegtitnits opinion dated July 21, 19¢
The preparation of a fairness opinion involves masideterminations as to the most appropriate @etlant considerations and the applica
of the factors reviewed and considered to the @adr circumstances and, therefore, such an opisiant readily susceptible to summary
description. Furthermore, in arriving at its faissepinion, Lehman Brothers did not attribute aastipular weight to any factor considered
it, but rather made qualitative judgments as tosifjaificance and relevance of each factor. Acewglyi, Lehman Brothers believes that the
factors and considerations supporting its opiniarsinbe taken as a whole and that considering artippaf such factors, without consider
all factors, could create a misleading or inconglgéw of the process underlying its opinion. Birigview and consideration, Lehman
Brothers made numerous assumptions with respéctitstry performance, general business and econconiditions and other matters, m:
of which are beyond the control of the Company.

In connection with its opinion, Lehman Brothers siolered (a) a comparison of the Class D Per Shége Rith the sum of (i) the estimated
post-Spin-off Class D Per Share Price and (ii)ithyglied market value of the MFS Common Stock aredNt+S Preferred Stock estimated to
be received in the Spin-off for each share of Clagock (based on the market price of MFS ComntoekSprevailing at the time Lehman
Brothers conducted its review); (b) a comparisothefClass B&C Per Share Price with the sum dh@)estimated post-Spin-off Class D Per
Share Price multiplied by the number of sharesla£D Stock to be received for each share of @aStck or Class C Stock exchanged in
the Exchange Offer and (i) the implied market eatid the MFS Common Stock and the MFS Preferredk3tstimated to be received in the
Spin-off for each share of Class B Stock or Clasgtdtk exchanged for Class D Stock in the Exch@ifer (based on the market price of
MFS Common Stock prevailing at the time Lehman Beod conducted its review); and (c) an analysib@fprojected dilution of the Class D
Stock as a result of exchanges of ExchangeableiBesun the Exchange Offer. Lehman Brothers panied such analyses assuming
scenarios in which an aggregate of 3,000,000 sluirétass B Stock and Class C Stock are excharagetliin which an aggregate of
6,000,000 shares of Class B Stock and Class C &reckxchanged.

In addition, Lehman Brothers considered (a) thesliento the non-PKS holders of MFS Common StocthanMFS Recapitalization; (b) the
federal income tax consequences to PKS if the Sffinere structured as a taxable transaction fos Pt United States federal income tax
purposes (based on the estimated amount of theatgpins tax that could potentially be payable48s if its holdings of securities of MFS
were distributed in a taxable transaction); and

(c) the pro forma effects of the MFS Recapitaliatithe Exchange Offer for Exchangeable Stock hadspin-off, taken as a whole, on the
balance sheet of each of KCG and KDG, based udomiation provided by management of PKS.

The PKS Board retained Lehman Brothers based up@xpertise and experience. Lehman Brothers éianally recognized investment
banking and advisory firm. Lehman Brothers, as phits investment banking business, is continupesigaged in the valuation of busines
and securities in connection with mergers and &dtipms, negotiated underwritings, competitive limdg, secondary distributions of listed
and unlisted securities, private placements andatiains for estate, corporate and other purposdbel past, Lehman Brothers has provided
financial advisory and financing services to PK#8 has received customary fees for the renderirsgicii services.

Pursuant to the terms of an engagement letter dgigt21, 1995, PKS has paid Lehman Brothers aofe®400,000 for services rendered in
connection with its opinion to the PKS Board of
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Directors. PKS has also agreed to reimburse LetBnatiners for its reasonable expenses, includingepeional and legal fees and

disbursements of counsel, and to indemnify Lehmanit®rs and certain related persons against cdiditities in connection with or arisir
out of its engagement. In the ordinary coursesobitsiness, Lehman Brothers and its affiliates awdiyely trade the debt and equity secur
of MFS for its own account and for the accountsustomers and, accordingly, may at any time hdtthg or short position in such securiti

Both the opinion of CS First Boston and the opindbh.ehman Brothers assume that less than an aajgref 6,000,000 shares of Class B
Stock and Class C Stock will be exchanged for Alastock in the Exchange Offer. This assumptiorivésrfrom an understanding between
PKS and the primary bonding company for the Cowititvn & Mining Group. That understanding provideattthe bonding company is
willing to provide bonds to support a constructiacklog of up to $3.3 billion if PKS will not pertithe Construction & Mining Group to pi
dividends, redeem stock, make distributions or tatker action that would reduce the consolidatadwogth of the Construction & Mining
Group below $315 million. If more than 6,000,00@uss of Class B Stock and Class C Stock were tedderd accepted in the Exchange
Offer, and if PKS were to transfer the correspogdimds from the Construction & Mining Group to th&ersified Group, as described at
"Risk Factors -- Risk Factors Relating to the ExageOffer, the Spin-off and PKS Securitie§ransfer from Construction & Mining Grouj
the consolidated net worth of KCG (which was $50Bion at the end of 1994) might begin to appro#iod $315 million floor. In that event,
PKS would consider (i) placing a limit on the numbéshares of Class B Stock and Class C Stockpseddor exchange, so that exchanges
and funds transfers would not reduce KCG's conatdidinet worth below the $315 million floor, (igfforming an analysis to determine
whether 1995 Construction & Mining Group earningsd provide additional net worth sufficient to gt current backlog, and/or (iii)
restructuring its arrangement with the bonding canyp PKS believes that a tender of 6,000,000 oersbares of Exchangeable Stock is
highly unlikely.

The PKS Board of Directors intends to request ‘pdiown" fairness opinions from each of CS FirsttBosand Lehman Brothers confirming
their prior opinions as of the Spin-off Date, adlwas a final report from the Special Committeeofisuch date.

PARTICIPATION IN THE EXCHANGE OFFER. With certairkeeptions, including Messrs. Walter Scott, Jr., Rothert Julian, the directc
of PKS and of KCG have advised PKS in writing ttirgty will not tender in the Exchange Offer any sisaof Class C Stock held by them.
Messrs. Scott and Julian expect to tender, in ggeemate, 785,892 shares of Class C Stock purtmdme Exchange Offer. See "Certain
Transactions -- Intentions of Certain Significatdc&holders Regarding Participation in Exchangee©Off

PARTICIPATION IN THE EXCHANGE OFFER IS VOLUNTARY. BE "RISK FACTORS" FOR A DESCRIPTION OF CERTAIN
FACTORS THAT SHOULD BE CONSIDERED BEFORE A HOLDERF&EXCHANGEABLE SECURITIES DECIDES WHETHER TO
PARTICIPATE IN THE EXCHANGE OFFER. THE PKS BOARD GHRECTORS RECOMMENDS THAT HOLDERS OF
EXCHANGEABLE DEBENTURES TENDER SUCH EXCHANGEABLE (BENTURES IN THE EXCHANGE OFFER.

THE PKS BOARD OF DIRECTORS MAKES NO RECOMMENDATIONSITH RESPECT TO WHETHER HOLDERS OF
EXCHANGEABLE STOCK SHOULD TENDER SUCH EXCHANGEABLETOCK IN THE EXCHANGE OFFER.

ABANDONMENT OR MODIFICATION OF TRANSACTIONS

PKS reserves the right in its sole discretion taraton or modify the terms of the Exchange OffatherSpin-off or both, and PKS will
abandon the Exchange Offer if it abandons the 8ffifFhus, there is no assurance that either treh&mxge Offer or the Spin-off will be
consummated or, if consummated, will be consummairtetthe terms described herein. However, if theharge Offer is consummated, the
Spin-off will be consummated promptly thereaftegeSThe Exchange Offer -- Right of PKS to ExtentaAdon or Modify the Exchange
Offer or Defer Acceptance of Tendered Exchange8blaurities" and "The Spin-off -- Conditions to Spiif; Right of PKS to Abandon, Def
or Modify the Spin-off."
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC., KIEWIT CONSTRUCTION & MIN ING GROUP AND
KIEWIT DIVERSIFIED GROUP

The following selected historical and pro formaaficial data of PKS, Kiewit Construction & Mining @ip and Kiewit Diversified Group
should be read in conjunction with PKS's, KiewitnStuction & Mining Group's and Kiewit Diversifigdroup's historical financial
statements and the notes thereto and the pro fiimaracial information and the notes thereto inclligésewhere herein or incorporated herein
by reference.

The selected historical financial data for eacthefyears in the period 1990 to 1994 have beeneftfrom audited historical financial
statements. The selected historical financial ttatéhe three months ended March 31, 1994 and 1&8bas of March 31, 1995, have been
derived from unaudited financial statements. Indpmion of management, such unaudited financakstents reflect all adjustments,
consisting only of normal recurring accruals, nseeg to present fairly the financial position of Kiewit Construction & Mining Group
and Kiewit Diversified Group at March 31, 1995 ahd results of operations for the three months @émdarch 31, 1994 and 1995. The res
of operations for the three months ended MarcH 995 are not necessarily indicative of the reghlis may be expected for the entire 1995
fiscal year.

The pro forma results of operations data for tmedtmonths ended March 31, 1995 of PKS, Kiewit @oton & Mining Group and Kiewit
Diversified Group, respectively, assume that theSMRecapitalization, the Exchange Offer and the Bffimwere consummated on January 1,
1995. The pro forma results of operations dataHeryear ended December 31, 1994 of PKS, Kiewits@aation & Mining Group and

Kiewit Diversified Group, respectively, assume ttiet MFS Recapitalization, the Exchange Offer dmedSpin-off were consummated on
December 26, 1993. The pro forma financial positlata of PKS and each Group as of March 31, 198&imae that such transactions were
consummated as of such date. The pro forma infemassumes, in two separate scenarios, that 8008hares (Scenario 1) and 5,000,000
shares (Scenario 2) of Exchangeable Stock anbeaExchangeable Debentures are exchanged in thefge Offer. Scenario 1 reflects
PKS's estimate of the number of shares of Exchdngé&iock likely to be tendered in the Exchangee©tbased upon the tender indications
that PKS has received from members of the PKS BoBRirectors and members of the KCG Board of Dives, and PKS's estimates of the
likely number of additional tenders. Scenario 2dsforth solely to illustrate the impact of thader of substantially more shares than
anticipated by PKS. PKS does not believe that ddenf 5,000,000 shares is likely.

The pro forma financial information is not intendedeflect the results of operations or the finahgosition of PKS, Kiewit Construction &
Mining Group or Kiewit Diversified Group which aally would have resulted had the MFS Recapitaliratthe Exchange Offer and the
Spin-off been effective on the dates indicated. &doer, the pro forma information is not intendedbéaindicative of future results of
operations or financial position of PKS, Kiewit Gtruction & Mining Group or Kiewit Diversified Grqu
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

RESULTS OF OPERATION:
Revenue (3).......ccccoc... $1,917 $2,086 $2,
Earnings (loss) from
continuing operations
before cumulative effect of
change in accounting
principle (4)......c....... 108 49
Net earnings (loss) (4)..... 80 441
FINANCIAL POSITION:
Total Assets (3)............ 2,966 2,632 2,
Current portion of long-term
. 31 15
Long-term debt, less current
portion (3).....cccoeeenns 269 110
Stockholders' equity (5).... 1,185 1,396 1,

(1) The pro forma results of operations data are c
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th
31, 1995 and three months ended March 31, 1995
financial position data as of March 31, 1995 a
were consummated as of such date. The pro
should be read in conjunction with PKS' hist
statements and the notes thereto and the "Pro
included elsewhere or incorporated by referenc

(2) The pro forma information assumes, in tw
3,000,000 shares (Scenario 1) and 5,000,0
Exchangeable Stock and all the Exchangeable De
Exchange Offer.

(3) In October 1993, PKS acquired 35% of the
Corporation that have 57% of the available vot
PKS increased its ownership in C-TEC to 49%
shares and voting rights, respectively. In Ja
of PKS, issued $500 million of 9.375% Senior D

(4) In 1993, through two public offerings, PKS sol
MFS, resulting in a $137 million after-tax g
stock transactions resulted in a $35 million
reduced its ownership in MFS to 67%.

(5) The aggregate redemption value of common stoc
billion.

HISTORICAL

THREE MONTHS
ENDED MARCH

027 $2,191 $2,991 $ 573 $ 681 $2,704 $2

150 261 110 23 (26)

181 261 110 23 (26)

549 3,634 4,504 4,449
3 15 33 33

30 462 908 929

458 1,671 1,736 1,720

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December

, respectively. The pro forma
ssumes that such transactions
forma financial data of PKS
orical consolidated financial
Forma Financial Information”

e herein.

0 separate scenarios, that
00 shares (Scenario 2) of
bentures are exchanged in the

outstanding shares of C-TEC
ing rights. In December 1994,
and 58% of the outstanding
nuary 1994, MFS, a subsidiary
iscount Notes.

d 29% of the common stock of
ain. In 1994, additional MFS
after-tax gain to PKS and

k at March 31, 1995 was $1.6

45

YEAR ENDED DEC

31, 1994
AR ENDED Y I

SCENARIO SCE
92 1993 1994 1994 1995 #1(2)

177
177

PRO FORMA (1)

EMBER THREE MONTHS
ENDED MARCH 31,
1995
NARIO SCENARIO SCENARIO
@ #1@2 #Q)

,704  $ 563 $ 563

177 14 14
177 14 14

2,894 2,894
13 13
366 366

1,325 1,325



SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
KIEWIT CONSTRUCTION & MINING GROUP

Results of Operations:
Revenue...........ccocoe.. $1,671 $1,834 $1,
Earnings (loss) before
cumulative effect of change
in accounting principle.... 57 23
Net earnings (loss)......... 57 23

Per Common Share (3):

Earnings (loss) before

cumulative effect of change

in accounting principle.... 2.47 1.12 3
Net earnings (loss)......... 247 112 4
Dividends (4)(5).. 025 030 0

Stock price (6).. 10.35 14.40 18
Book value 14.99 19.25 23

Financial Position:

Total assets ... 762 849
Current portion of long-term

debt......ccoveiirnnnn. 15 7
Long-term debt, less current
POrtioN.......cevueenenes 14 13
Stockholders' equity (7).... 350 400
Formula value (6)........... 249 299

(1) The pro forma results of operations data are c
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th

31, 1994 and three months ended March 31, 1995

financial position data as of March 31, 1995 a
were consummated as of such date. The pro fo
Construction & Mining Group should be read i
Construction & Mining Group's historical finan
thereto and the "Pro Forma Financial Informa
incorporated by reference herein.

(2) The pro forma information assumes, in tw
3,000,000 shares (Scenario 1) and 5,000,0

Exchangeable Stock and all the Exchangeable De

Exchange Offer.
(3) In connection with the January 8, 1992 reorg

previous Class B and Class C Stock was exchang

B Stock or Class C Stock and one share of new
purposes of computing Class B and Class C Stoc
of shares for years 1990 and 1991 are ass
corresponding number of shares of previous Cla
diluted earnings per share have not been p
materially different from primary earnings per

(4) The 1994, 1993 and 1992 dividends include $.45

declared in 1994, 1993 and 1992, respectively
subsequent year. Years 1990 and 1991 reflect
previous Class B and Class C Stock that ha
Construction & Mining Group and Kiewit Diver
relative formula values of each group which
each preceding year. Accordingly, the dividend
the dividends that would have been declared by
the new Class B and Class C Stock and
outstanding.

(5) Pro forma dividends have not been presented as

that may have been declared if the transact
beginning of the respective periods cannot be

(6) Pursuant to the Certificate of Incorporation,
value calculations are computed annually at
except that adjustments to the stock price to
the time such dividends are declared.

(7) Ownership of the Class B Stock and Class C St
employees conditioned upon the execution of
restrict the employees from transferring th
committed to purchase all Class B and C
determined, when put to PKS by a stockholder,
of Incorporation. The aggregate redemption val
Stock at March 31, 1995 was $355 million.

HISTORICAL FISCAL YEA
ENDED
THREE MONTHS  DECEMBER 31
ENDED 1994
AR ENDED MARCH 31,  ------me-meee-
SCENARIO SCE
92 1993 1994 1994 1995 #1(2) #2

675 $1,783 $2,175 $ 411 $ 426 $2,175 $2

69 80 77 (2 (@ 75
82 80 77 (2 (2 75

79 463 492 (0.14) (0.16) 5.88
48 463 492 (0.14) (0.16) 588
70 070 090 - - - -
70 2235 2555 22.35 2555
31 27.43 3139 27.72 32.25

862 889 967 896
2 4 3 2

12 10 9 7

437 480 505 448

351 391 411

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December

, respectively. The pro forma
ssumes that such transactions
rma financial data of Kiewit

n conjunction with the Kiewit

cial statements and the notes
tion" included elsewhere or

0 separate scenarios, that
00 shares (Scenario 2) of
bentures are exchanged in the

anization, each share of the
ed for one share of new Class
Class D Stock. Therefore, for
k per share data, the number
umed to be the same as the
ss B and Class C Stock. Fully
resented because it is not
share.

, $.40 and $.30 for dividends

, but paid in January of the
dividends paid by PKS on its
ve been attributed to Kiewit
sified Group based upon the
were determined at the end of
s may bear no relationship to
the Board in such years had
the new Class D Stock been

the amount of any dividends
ions had occurred as of the
determined.

the stock price and formula
the end of the fiscal year,
reflect dividends are made at

ock is restricted to certain
repurchase agreements which
e stock. PKS is generally
lass C Stock at the price
pursuant to the Certificate

ue of the Class B and Class C
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PRO FORMA (1)

R THREE MONTHS
ENDED
, MARCH 31,
1995
NARIO SCENARIO SCENARIO
@ #1@2 #Q)

175 $ 426 $ 426

74 @
74 @ O

6.84 (0.26) (0.37)
6.84 (0.26) (0.37)

2545 2545

33.97 35.86
819 768
2 2
6 6
372 321



SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
KIEWIT DIVERSIFIED GROUP

PRO FORMA (1)

HISTORICAL
----------------- YEAR ENDED D ECEMBER  THREE MONTHS
THREE MONTHS ENDED MARCH 31,
ENDED MARCH 31,199 4 1995
FISCAL YEAR ENDED <1 U —
----------------- SCENARIO S CENARIO SCENARIO SCENARIO
1990 1991 1992 1993 1994 1994 1995 #1(2) #2202 #Q #@Q)
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOU NTS)

Results of Operations:
Revenue (3)......cccoceuenne. $ 246 $ 252 $ 352 $ 408 $ 821 $ 162 $ 257 $ 534 $ 534 $ 139 $ 139
Earnings before cumulative
effect of change in
accounting principle (4)..... 51 26 81 181 33 25 (24) 102 103 17 17
Net earnings (4).............. 23 418 99 181 33 25 (24) 102 103 17 17
Per Common Share (5):
Earnings from continuing
operations before cumulative
effect of change in
accounting principle......... 220 1.26 400 9.08 1.63 1.21 (1.14) 4.73 4.63 0.75 0.74

Net earnings... 1.03 20.30 492 9.08 1.63 1.21 (1.14) 4.73 4.63 0.75 0.74
Dividends (6)(7). .. 070 0.70 195 050 - - - - - - -
Stock price (8). . 35.00 47.85 50.65 59.40 60.25 59.40 60.25 4220 4285
Book value 35.75 47.93 50.75 59.52 60.36 60.17 59.85 4218 42.83
Financial Position:
Total assets.................. 2,204 1,801 1,709 2,759 3.549 3,575 2,097 2,148
Current portion of long-term
debt (8)....cceveeiiinnns 16 8 1 11 30 31 11 11
Long-term debt, less current
portion (8).......cccecueene 255 97 18 452 899 922 360 360
Stockholders' equity (9)...... 835 996 1,021 1,191 1,231 1,272 953 1,004
Formula value (8)............. 835 996 1,021 1,191 1,231
(1) The pro forma results of operations data are c omputed assuming that the MFS
Recapitalization, the Exchange Offer and the Spin-off were consummated on
December 26, 1993 and January 1,1995 for the f iscal year ended December 31,
1994 and the three months ended March 31, 1995 , respectively. The pro forma
financial position data as of March 31, 1995 a ssumes that such transactions
were consummated as of such date. The pro fo rma financial data of Kiewit
Diversified Group should be read in conjunctio n with the Kiewit Diversified
Group's historical financial statements and t he notes thereto and the "Pro
Forma Financial Information” included els ewhere or incorporated by
reference herein.
(2) The pro forma information assumes, in tw 0 separate scenarios, that
3,000,000 shares (Scenario 1) and 5,000,0 00 shares (Scenario 2) of
Exchangeable Stock and all the Exchangeable De bentures are exchanged in the
Exchange Offer.
(3) In October 1993, the Group acquired 35% of th e outstanding shares of C-TEC
Corporation that have 57% of the available vot ing rights. In December 1994,
the Group increased its ownership in C-TE C to 49% and 58% of the
outstanding shares and voting rights, respec tively. In January 1994, MFS
issued $500 million of 9.375% Senior Discount Notes.
(4) In 1993, through two public offerings, the G roup sold 29% of the common
stock of MFS, resulting in a $137 millio n after-tax gain. In 1994,
additional MFS stock transactions resulted in a $35 million after-tax gain
to the Group and reduced its ownership in MFS to 67%.
(5) In connection with the January 8, 1992 re organization, each share of
previous Class B and Class C Stock was exchang ed for one share of new Class
B Stock or Class C Stock and one share of new Class D Stock. Therefore, for
purposes of computing Class D Stock per share data, the number of shares
for years 1990 and 1991 are assumed to be t he same as the corresponding
number of shares of the previous Class B and Class C Stock. Fully diluted
earnings per share have not been presented because it is not materially
different from primary earnings per share.
(6) The 1992 dividends include $.35 for dividends declared in 1992 but paid in
January, 1993. Years 1990 and 1991 reflect dividends paid by PKS on its
previous Class B and Class C Stock that hav e been attributed to Kiewit
Diversified Group and Kiewit Construction & Mining Group based upon the
relative formula values of each group which w ere determined at the end of
each preceding year. Accordingly, the dividend s may bear no relationship to
the dividends that would have been declared b y the Board in such years had
the new Class D Stock and the Class B and Clas s C Stock been outstanding.
(7) Pro forma dividends have not been presented as the amount of any dividends
that may have been declared if the transact ions had occurred as of the
beginning of the respective periods cannot be determined.
(8) Pursuant to the Certificate of Incorporation, the stock price and formula
value calculations are computed annually at the end of the fiscal year,
except that adjustments to the stock price to reflect dividends are made at
the time such dividends are declared.
(9) Unless Class D Stock becomes Publicly Traded, PKS is generally committed to
purchase all Class D Stock at the price determ ined, in accordance with the
Certificate of Incorporation, when put to PKS by a stockholder. The
aggregate redemption value of the Class D Stoc k at March 31, 1995 was $1.28
billion.
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SELECTED CONSOLIDATED FINANCIAL DATA
OF MFS COMMUNICATIONS COMPANY, INC.

The development and acquisition by MFS of its neks@nd services during the periods reflected betmterially affect the comparability of
that data from one period to another. The followsetected consolidated financial data should be iraonjunction with the Consolidated

Financial Statements of MFS and the notes theirmtorporated by reference herein. No cash dividevel® paid in any of the periods

presented below.

STATEMENT OF OPERATIONS DATA:
Revenue:
Telecommunications services...
Network systems integration.....................

Costs and expenses:
Operating eXpPenses........cccovereervereennens
Depreciation and amortization...................
General and administrative expenses.............

Loss from operations...........cccocvveevineenns
Other income (expense) net (4)......ccccceeveeenne

Loss before income taxes...........ccoevveennee.
Income tax benefit (expense)...

Nt 0SS...ccoiiieiiiiieciiie e

Loss per share (5) ....ccceevvveeeiiiieeninennns

Number of shares (5).........cccceevivveerinnnnns

Ratio of earnings to combined fixed charges and
preferred stock dividends (6)....................

OTHER DATA:
EBITDA (7)...
Net cash provided by (used in
activities
Capital expenditures, including acquisitions of
businesses, net of cash acquired

STATISTICAL DATA (8):
Circuits in service (9)....ccccoevevveeviieens
Buildings connected..
Route miles (10).....
Fiber miles (11)...
SWItChesS......eveiiiiiic e

BALANCE SHEET DATA:
Networks and equipment............cccocveeene
Total aSSetsS.......ccovvvvvvieiieeiecieeen,
Long-term debt, less current portion............
Stockholders' equity.........ccccovvvveennnnen,

(1) Reflects the acquisition as of April 1, 1990 o
MFS Chicago, which owns MFS's network in Chica

(2) Reflects the acquisition as of October 17, 19
of MFS/ICC, which owns MFS's network in the W
area.

FISCAL YEAR ENDED

1990 (1) 1991 (2) 1992 1993 199

(DOLLARS IN THOUSANDS, EXCEPT PER SH

$8,951 $23,158 $47,585 $70,048 $
1,721 14,065 61,122 71,063

10,672 37,223 108,707 141,111

13,971 33,963 76,667 102,905
7,990 11,761 20,544 34,670
11,590 18,429 23,267 34,989

33,551 64,153 120,478 172,564

(22,879) (26,930) (11,771) (31,453) (
(8,052) (1,314)  (792) 8,464

(30,931) (28,244) (12,563) (22,989) (
- - (566) 7,220

$(30,931) $(28,244) $(13,129) $(15,769) $(

$(0.30)  $(0.30)

$(14,889) $(15,169) $ 8,773 $ 3,217 $
$(27,695) $(21,965) 28,741 32,946

39,140 92,411 110,171 128,651

173,958 465420 589,130 947,391 1,
226 695 1,101 1,583
127 373 858 1,298
10,359 22,982 38,595 62,154
- - 1

$82,451 $159,751 $243,243 $370,334 $
102,959 204,819 363,299 906,937 1,
17,849 7,659 169 143

(36,739) 162,538 298,516 811,105

f 80% of the common stock of
go.

91 of 85% of the common stock
ashington, D.C. metropolitan
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THREE MONTHS
------- ENDED
4(3) MARCH 31, 1995

ARE DATA)

228,707  $103,788
58,040 14,552

286,747 118,340

273,431 119,882
73,869 29,073
75,576 25,941

136,129)  (56,556)

(17,175)  (7,252)

153,304)  (63,808)
2,103 (100)

(62,260) $ (27,483)
(10,442)  (21,255)

576,711 106,665

713,430 1,964,872
2,754 3,284
2,405 2,616

107,919 122,074

12 12

787,453 $ 897,920
584,546 1,554,945
548,333 560,688
770,103 719,610



(3) Reflects the acquisition of Centex Telemanagem
Cylix Communications Corporation as of Novemb
Communications, Inc. as of November 14, 1994.

(4) Reflects the assumption of $23.6 million p
connection with the acquisition of MFS Chica
to interest charged on advances from KDG
interest expense in respect of such advances o

(5) See Note 2 to the Consolidated Financial St
calculation of loss per share.

(6) For each of the five years ended December 31
ended March 31, 1995, earnings were insuffi
during the periods shown by the amount of
$30,931,000, $28,244,000, $12,563,000, $2
$63,808,000, respectively.

(7) EBITDA consists of earnings (loss) befor
depreciation and amortization. EBITDA i
communications industry to analyze companies
performance, leverage and liquidity. EBITDA
operating results or cash flows as determ
accounting principles. See Consolidated Statem

(8) Information presented as of the end of the
from non-financial records prepared by MFS whi
statistical data for the Chicago network wh
acquisition by MFS as described in Note 1 abov

(9) All circuits have been expressed as voice grad

(10) Route miles refers to the number of miles of t
which the fiber optic cables are installed.

(11) Fiber miles refers to the number of route
pending installations) along a telecommunica
number of fibers along that path.
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ent, Inc. as of May 18, 1994,
er 1, 1994 and RealCom Office

rincipal amount of debt in
go in April 1990, in addition
through 1990. MFS recorded
f $7.2 million in 1990.

atements, which describes the

, 1994 and the three months
cient to cover fixed charges
loss before income taxes of
2,989,000, $153,304,000 and

e interest, income taxes,
s commonly used in the
on the basis of operating
is not intended to represent
ined by generally accepted
ents of Cash Flows.

period indicated and derived
ch are not audited. Includes
ich MFS managed prior to its
e.

e equivalent circuits.

he telecommunications path in

miles installed (excluding
tions path multiplied by the



THE EXCHANGE OFFER
TERMS OF THE EXCHANGE OFFER

TERMS; POTENTIAL PRORATION. Upon the terms and &dbjto the conditions set forth herein and in te&ér of Transmittal (which
together constitute the "Exchange Offer"), PKS hgraffers to exchange and PKS will exchange

(i) .416598 of a share of Class D Stock for eadistanding share of Class B Stock and Class C Stockiding all shares of Class C Stock
issued in exchange for Exchangeable Debentures),

(i) 24.75 shares of Class C Stock and 24.75 star€$ass D Stock for each $1,000 principal amafrdach outstanding 1990 Series
Convertible Debenture due October 31, 2000 (suaheshof Class C Stock will then be exchangeabla total of 10.31 shares of Class D
Stock pursuant to the Exchange Offer),

(iii) 22.98 shares of Class C Stock and 22.98 shaf€lass D Stock for each $1,000 principal amadigach outstanding 1991 Series
Convertible Debenture due October 31, 2001 (suaheshof Class C Stock will then be exchangeabla total of 9.57 shares of Class D
Stock pursuant to the Exchange Offer), and

(iv) 19.97 shares of Class D Stock for each $1@@tipal amount of each outstanding 1993 Seriasv€xdible Debenture due October 31,
2003,

that is validly tendered and not properly withdraemor prior to the Expiration Date. See " -- Wittntal Rights," below. All outstanding
shares of Class C Stock (including shares of GIaSsock issued to certain employees of PKS in cotiwre with the Company's annual
offering of Class C Stock in 1995), as well as shaif Class C Stock received by debentureholdezzéhange for Class C and D Debentures
in the Exchange Offer, will be exchangeable fors€IB Stock pursuant to the Exchange Offer. The &xgh Offer will be open until

[1, 1995 unless extended as described herein.

The exchange ratio of shares of Class D Stock tebeived by tendering stockholders for the Excleabte Stock was established by the |
Board of Directors on June 9, 1995. In determinttrggexchange ratio for the Exchangeable StockPK® Board of Directors employed the
conversion ratio that was applicable to the Jantiat¥95 conversion of Class B Stock and Classockdhto Class D Stock (I.E., $60.25 to
$26.00, or 1:431535) adjusted for the dividendsl pai Class B Stock and Class C Stock in Januar§ ©9$.45 per share and in May 199¢
$.45 per share (yielding a ratio of $60.25 to $@5dr 1:.416598). In lieu of issuing fractional efg PKS will round the number of shares of
Class D Stock received by a tendering holder ofhlargeable Stock to the nearest whole number oésheaithout any additional
consideration being payable by or to such holder.

In the case of the Exchangeable Debentures, theBa8] established an exchange ratio whereby eachafgeable Debenture may be
exchanged for that number of shares of Class DkStowd, in the case of Class C and D Debenturasntimber of shares of Class C Stock)
that would have been issuable upon conversionalf debenture in accordance with its terms. Indikissuing fractional shares, PKS will
round the number of shares of Class D Stock (aad<0C Stock in the case of Class C and D Debehtwesived by a tendering holder of an
Exchangeable Debenture to the nearest whole nuaiistares without any additional consideration ggiayable by or to such holder. In
addition, interest on the tendered Exchangeableebtebes accrued to and including the date of tmswmmation of the Exchange Offer will
be paid to such holder. If such Exchangeable Delesiare pledged to FirstTier Bank, N.A., PKS wély such accrued interest to FirstTie
the extent of interest accrued on the underlyiraan oy FirstTier to the holder of the Exchangeabdéd&ntures, and will pay only the remair
amount directly to the debentureholder.

Although PKS does not anticipate that it will bee@gsary to impose a limit on the amount of ExchablgeStock that may be exchanged in
the Exchange Offer, PKS expressly reserves thé tagtio so if the PKS Board of Directors determitiest acceptance of all tendered
Exchangeable Stock would not be in the best intefeBKS and its stockholders. If the PKS Boardenmertake such
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action, it would impose such limit on the tendeedhangeable Stock (but not on the tendered Exawdilg Debentures) on a pro rata basis
and would follow the procedures otherwise applieabla modification of the Exchange Offer. See "Exehange Offer -- Right of PKS to
Extend, Abandon or Modify the Exchange Offer or &efcceptance of Tendered Exchangeable Securities."

The Exchange Offer is not conditioned upon any minih amount of Exchangeable Securities being teddereexchange. However, the
Exchange Offer is subject to certain other condgidSee "The Exchange Offer -- Conditions to thehxge Offer."

As of June 23, 1995, there were 884,400 share$ag6® Stock issued and outstanding, held by folddrs of record, 13,944,365 shares of
Class C Stock issued and outstanding, held by Ih2%&fers of record, $805,000 principal amount A3 $eries Convertible Debentures
outstanding, held by 41 holders of record, $1,7@d0 frincipal amount of 1991 Series Convertible Debees outstanding, held by 74 holders
of record, and $455,000 principal amount of 1998eSeConvertible Debentures outstanding, held bididers of record. As of such date,
directors of PKS held, in the aggregate, 4,332gt&#es of Class C Stock, $160,000 principal amotih®90 Series Convertible Debentures,
$425,000 principal amount of 1991 Series Convextibébentures and $200,000 principal amount of B338s Convertible Debentures.
Such directors have indicated to PKS that theyataniend to tender their Exchangeable Stock puntstieathe Exchange Offer with the
exception of Walter Scott, Jr., Chairman of the iBcand President of PKS, and Robert E. Julian, &xez Vice President and Chief
Financial Officer of PKS, who expect to tenderthie aggregate, 785,892 shares of Class C Stockantrto the Exchange Offer. Mr. Scott's
intention to tender Class C Stock in the Exchantfer@eflects his assessment (based on his assomspdis to the amount of Class C Stock to
be offered for sale by PKS and the amount of stmtkgo be repurchased by PKS, converted to ClaStoBk or converted to Class D Stock)
of the number of shares of such stock he wouldraiise be required to sell to PKS or convert to €lBsStock within the next few years
pursuant to the PKS Certificate of IncorporatiohePKS Certificate of Incorporation provides tliiator any reason a holder owns more than
10% of the issued and outstanding shares of Cl&t®€k, on a fully-diluted basis, on January 1samf year, such holder must sell back to
PKS or convert to Class D Stock (or, in the caskliofScott, Class B Stock or Class D Stock) thabamt of such Class C Stock which is in
excess of such 10% limitation. Mr. Julian's intentto tender Class C Stock reflects the fact tisatdsponsibilities with PKS relate primarily
to the Diversified Group. See "Certain Transactieriatentions of Certain Significant Stockhold&sgarding Participation in Exchange
Offer." The Company expects that all Exchangealdbdntures, including those held by the directoi8K$, will be tendered pursuant to the
Exchange Offer. See "Risk Factors -- Risk Facta@kafihg to the Exchange Offer, The Spin-off and F¥&8urities -- Certain Consequences
of Decision Not to Exchange."

This Prospectus and the Letters of Transmittabaieg sent to persons who were holders of recoftlads B Stock, Class C Stock, Class D
Debentures and Class C and D Debentures as ofaée af business on July 31, 1995, including treraployees who purchased shares of
Class C Stock in connection with PKS's annual ofteof Class C Stock in 1995.

Participation in the Exchange Offer is voluntamygddnolders of Exchangeable Securities should clyefansider whether or not to accept the
Exchange Offer. See "Risk Factors." There are asediiter's rights of appraisal in connection withEtxchange Offer.

PKS does not intend to terminate the registratfaihe Class C Stock under the Exchange Act afiectinsummation of the Exchange Offer.

PROCEDURE FOR TENDERING EXCHANGEABLE SECURITIES; EX CHANGE OF EXCHANGEABLE SECURITIES;
DELIVERY OF OFFERED STOCK

PROCEDURE FOR TENDERING EXCHANGEABLE SECURITIES. Tender Exchangeable Securities pursuant to thadige Offer, a
properly completed and duly executed Letter of $raittal (or facsimile thereof), any other documeetpuired by PKS and certificates for
the Exchangeable Securities to be
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tendered must be received by PKS prior to 5:00,f0maha, Nebraska time, on the Expiration Dateafzp Letters of Transmittal will be
required for the tender of (i) the Class B Stodk{lie Class C Stock and (iii) the Exchangeabl&®wures.

A holder of an Exchangeable Debenture may not telede than the full principal amount of such debenin the Exchange Offer.

A tender of Exchangeable Securities made pursoahgtinstructions contained herein and in thedredf Transmittal will constitute a
binding agreement, subject to withdrawal rightslescribed herein, between the tendering securitgh@nd PKS upon the terms and subject
to the conditions of the Exchange Offer.

If Exchangeable Stock has been pledged to a lettderegistered holder of such pledged Exchangestblek must make appropriate
arrangements with such lender for valid tendehefdertificates representing the pledged Exchange&tbck. If, however, such lender is
FirsTier Bank, N.A. and the holder so directs intsholder's Letter of Transmittal, PKS will arrargjeectly with such bank for the delivery
of such pledged certificates to PKS. PKS will detithe Offered Stock issued in exchange for Exchablg Stock directly to any lending
institution to which such Exchangeable Stock waslgéd if so directed by the registered holder ohquedged stock in such holder's Letter
of Transmittal. If the Offered Stock received irckange for the tendered Exchangeable Stock is telbeered to a lender other than FirsTier
Bank, N.A., the Letter of Transmittal must statéhwspecificity the information necessary (includimgme, address and contact person of the
lender) to effect such delivery. If a holder ofgided Exchangeable Stock does not designate thmdeimstitution to which the Offered Stock
received in exchange for tendered Exchangeabl&k $&do be delivered, PKS may deliver such Offéséaick to the exchanging
securityholder, but reserves the right to delivertsOffered Stock directly to a lending institutidiPKS believes in good faith that such
lending institution is entitled to receive the @&éd Stock under a borrowing arrangement with tteharging securityholder.

If Exchangeable Debentures have been pledgedeiodet, a holder of Exchangeable Debentures musifgjire the related Letter of
Transmittal the name of the lending institutiowtoich such Exchangeable Debentures are pledgeduEae and return of a Letter of
Transmittal relating to such pledged Exchangealglbddtures will constitute, upon receipt by PKShatization by the exchanging
debentureholder (i) to the lending institution &ider the pledged Exchangeable Debentures direatBKS for exchange pursuant to the
Exchange Offer and (ii) to PKS to deliver the Oéi@iStock issued in exchange for such tendered Bgeladle Debentures directly to the
lending institution which tendered such Exchange&#bentures. Accordingly, holders who wish to emiledged Exchangeable Debentures
in the Exchange Offer will not be required to makes arrangements with the lending institution wehpect to such matters. If a holder of
pledged Exchangeable Debentures does not desitpealiending institution to which the Offered Stoekeived in exchange for tendered
Exchangeable Debentures is to be delivered, PKSdalyer such Offered Stock to the exchanging debveholder, but reserves the right to
deliver such Offered Stock directly to a lendingtitution if PKS believes in good faith that suehding institution is entitled to receive the
Offered Stock under a borrowing arrangement withdgkchanging debentureholder.

If Exchangeable Debentures have been pledgedddiEirBank, N.A., execution and return of the LietiETransmittal also will constitute,
upon receipt by PKS, authorization to pay to FistBank, N.A., any and all interest accrued om&aom FirsTier Bank, N.A. secured by
the Exchangeable Debentures through the Exchantge fB@am and to the extent of interest accruedhenBxchangeable Debentures through
the Exchange Date, and otherwise payable to thaehobf the Exchangeable Debentures. PKS will payémaining portion of interest
accrued on the Exchangeable Debentures to therkdltereof as soon as practicable after the ExehBage.

PERSONS WHO HAVE PLEDGED EXCHANGEABLE SECURITIES TIOLENDER AND WHO ARE CONSIDERING
PARTICIPATION IN THE EXCHANGE OFFER, OR WHO HAVE FEDGED CLASS D STOCK TO A LENDER, SHOULD CONSULT
WITH THE LENDER AS TO THE EFFECT OF THE EXCHANGE GER AND THE SPIN-OFF ON THEIR LOAN ARRANGEMENTS.
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If any certificates representing Exchangeable Seesihave been destroyed, lost or stolen, theetiéng securityholder must (a) furnish to
PKS evidence, satisfactory to it in its sole diiore of the ownership of and the destruction, lastheft of such certificate, (b) furnish to P
indemnity, satisfactory to it in its sole discretj@and (c) comply with such other reasonable requénts as PKS may prescribe.

The method of delivery of certificates representimg Exchangeable Securities and all other requicediments is at the option and risk of
tendering securityholder. If certificates repregenthe Exchangeable Securities are sent by negjistered mail with return receipt requested,
properly insured, is recommended and sufficienetimensure timely receipt should be allowed.

EXCHANGE OF EXCHANGEABLE SECURITIES; DELIVERY OF GHERED STOCK. Upon the terms and subject to the itiomg of the
Exchange Offer (including, without limitation, thight of PKS to impose a limit on the number of rgsaof Exchangeable Stock accepted for
exchange in the Exchange Offer), on the Exchande (@& defined below) PKS will accept for excharagel will issue shares of Offered
Stock in exchange for, Exchangeable Securitieshta¢ been validly tendered and not properly walagr on or prior to the Expiration Date,
provided that PKS has not otherwise notified temdesecurityholders of its intent to extend, abandomodify the Exchange Offer or defer
acceptance of tendered Exchangeable Securities=Xtteange Date will be the Expiration Date or,hia event PKS shall defer acceptance of
tendered Exchangeable Securities, such later ddtérae at which PKS shall accept tenders of Exghahle Securities pursuant to the
Exchange Offer. Exchange of the Exchangeable Sexsidaccepted for exchange pursuant to the Exchaffge will be made only after

timely receipt by PKS of (i) certificates for suERchangeable Securities and (ii) a properly corepleind duly executed Letter of Transmittal
(or facsimile thereof), together with any other dments required by PKS. Holders of Exchangeabler@&s so accepted for exchange will
become holders of record of the Offered Stock enBkchange Date.

PKS will deliver certificates representing sharé©fiered Stock issued in exchange for Exchange8blurities accepted for exchange as
soon as practicable following such acceptancenyftandered Exchangeable Securities are not exeldgmgrsuant to the Exchange Offer for
any reason, or if certificates are submitted forerexchangeable Stock than is (i) tendered for @mxgh or (ii) accepted for exchange,
certificates for such untendered or unexchangedrgies will be returned without expense as prognp# practicable following the
consummation or abandonment of the Exchange Qffieder no circumstances will interest (other thaerest accrued on the Exchangeable
Debentures to and including the Exchange Date)lgtlpy PKS pursuant to the Exchange Offer, regasdid any delay in making such
exchange. Tendering securityholders are responfsiblgayment of all stock transfer taxes, if angyable in connection with the Exchange
Offer.

All questions as to the form of documents and teity, form, eligibility (including time of receit), and acceptance for exchange of any
tender of securities and notices of withdrawal Ww#éldetermined by PKS in its sole discretion, widekermination will be final and binding.
PKS reserves the absolute right to reject anyldeatiers of Exchangeable Securities determineiti gt to be in proper form or any
acceptance for exchange of Exchangeable Secusiti=h may, in the opinion of PKS's counsel, be wiildh PKS also reserves the absolute
right to waive any defect or irregularity in anynter of Exchangeable Securities. PKS will not béewrany duty to give notification of any
defect or irregularity in tenders or notices oftwiitawal or incur any liability for failure to giveny such notification.

WITHDRAWAL RIGHTS

Exchangeable Securities tendered pursuant to thedhge Offer may be withdrawn at any time priothi® Expiration Date without penalty
on the terms and conditions contained herein. Hewence the Expiration Date occurs, tenders ohBrgeable Securities are irrevocable
the tendering securityholder. If PKS either extetisExpiration Date or defers its acceptance ahargeable
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Securities for exchange, then, without prejudicBk&'s other rights under the Exchange Offer, PKS$ matain all Exchangeable Securities
tendered, subject only to the withdrawal rightsesfdering securityholders as described in this@ect

For a withdrawal to be effective, a written, telghic, telex or facsimile transmission notice ofhdrawal must be timely received by PKS at
the address set forth in the Letter of Transmialy such notice of withdrawal must specify the eamfithe person who tendered the
Exchangeable Securities precisely as it appeaheihetter of Transmittal and the amount of semgito be withdrawn. If certificates have
been delivered to PKS, the serial numbers showth@particular certificates evidencing the Exchafde Securities to be withdrawn and a
signed notice of withdrawal must be submitted priothe physical release of the certificates fer Bxchangeable Securities to be withdrawn.
Withdrawals may not be rescinded, and Exchangezdxarities withdrawn will thereafter be deemedvadidly tendered for purposes of the
Exchange Offer. However, withdrawn securities maydtendered by again following the proceduresridmst herein and in the Letter of
Transmittal at any time prior to the Expiration Bat

CONDITIONS TO THE EXCHANGE OFFER

Notwithstanding any other provisions of the Exchaffer and without prejudice to PKS's other rigimsler the Exchange Offer, PKS st
not accept for exchange any Exchangeable Secuitiess the MFS Recapitalization shall have beenosed by a majority of the holders of
MFES Common Stock voting at the MFS 1995 annualk$tolciers meeting, presently expected to be held on

[August ], 1995. This condition may not be waivadd if such condition is not satisfied, the Exctea@gfer will not be consummated
regardless of the circumstances surrounding théutfdiment of such condition.

In connection with obtaining approval of the hoklef MFS Common Stock, PKS has agreed to votef #ifieoshares of MFS Common Stock
owned or controlled by it in the same manner asrihgrity of the non-PKS holders of MFS Common &ttand not the holders of any
preferred stock of MFS which may be outstandingspnt in person or by proxy at the meeting voteisTthe MFS Recapitalization will be
approved only if supported by a majority of sucim#iRKS stockholders of MFS.

PKS has received the Ruling from the IRS confirmiagong other things, that the Spin-off and centelated transactions could be
consummated on a tdxee basis to the holders of Class D Stock for &thbtates federal income tax purposes. The Exchaffgewill not be
consummated unless the Ruling remains substaniiediffect as of the Exchange Date, as determiydatido PKS Board of Directors in its
sole discretion.

Any determination by PKS concerning the eventsiilesd above will be final and binding upon all pest There are no federal or state
regulatory requirements or approvals that mustdmeptied with or obtained as a condition of the Eawye Offer.

RIGHT OF PKS TO EXTEND, ABANDON OR MODIFY THE EXCHA NGE OFFER OR DEFER ACCEPTANCE OF TENDERED
EXCHANGEABLE SECURITIES

PKS expressly reserves the right to defer acceptiomexchange of any Exchangeable Securities abémdon the Exchange Offer and not
accept for exchange any Exchangeable Securititee iPKS Board of Directors determines for any radbkat such deferral or abandonment
would be in the best interest of PKS and its stotddrs. PKS will abandon the Exchange Offer indkient it abandons the Spirfif. See "The
Spin-off -- Conditions to the Spin-off; Right of Fo Abandon, Defer or Modify the Spin-off."

PKS also reserves the right, at any time or fronetto time, whether or not the conditions descrieder "The Exchange Offer -- Conditions
to the Exchange Offer" shall have been satisfig¢do xtend the Expiration Date or
(i) if the PKS Board of Directors determines fawyaeason that
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such action would be in the best interest of PK&itmstockholders, to modify the Exchange Offeaity respect, by giving written notice of
such extension or modification to the holders offtangeable Securities.

Without limiting the factors the PKS Board mighkéanto account in taking action with respect te Exchange Offer, the PKS Board might
consider abandonment or modification of the terfrth® Exchange Offer if such abandonment or modlifon were determined to be
appropriate in light of a change in applicable mwother unforeseen legal or regulatory considenati The PKS Board might also consider
modification of the terms of the Exchange Offer enthe circumstances described under "Risk Faetdssk Factors Relating to the
Exchange Offer, the Spin-off and PKS SecuritigBossible Limit on Amount of Exchangeable Stock &oA&:cepted in Exchange Offer."

If PKS modifies a material term of the Exchangee@fit will extend the period of time during white Exchange Offer will remain open if
necessary so that the Expiration Date, as exterslatl]east 10 business days after the announdesheuch modification and, to the extent
required by applicable securities laws, will file @appropriate post-effective amendment to the Redisn Statement of which this Prospectus
forms a part with the Commission. If PKS modifiee terms of the Exchange Offer, extends the periditne during which the Exchange
Offer is open or defers its acceptance of Exchalgedecurities for exchange, then, without prejedaPKS's other rights under the
Exchange Offer, PKS may retain all Exchangeableif@s tendered, subject only to the tenderingiggtolder's withdrawal rights
described above in "The Exchange Offer -- WithdilaRights."

If PKS abandons the Exchange Offer as describegihehen PKS will return all tendered certificatepresenting Exchangeable Securitie
indicated by the applicable Letter of Transmittalkaon as practicable following the announcemestiofl occurrence.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS RELATING TO THE EXCHANGE OFFER
The following discussion sets forth the materialtth States federal income tax consequences umdging law of the Exchange Offer.

PKS has received rulings from the IRS concernimgttbatment of certain exchanges effected unddetibbange Offer (the "Exchange Tax
Rulings"). The continuing validity of the Exchan§ax Rulings is subject to the validity of certagpresentations and assumptions made in
connection with obtaining such rulings. PKS is ae&re of any facts or circumstances that shouldecauch representations or assumptions
to be untrue.

The Exchange Tax Rulings provide, among other ®ititat for United States federal income tax puepos

(1) The exchange of Offered Stock for ExchangeBlaleentures will constitute a recapitalization wittiie meaning of section 368(a)(1)(E)
of the Internal Revenue Code of 1986, as amentied'Gode"), and PKS and each holder of Exchangdadibentures who elects to
participate in that exchange will be "a party teearganization" within the meaning of section 3§&(bthe Code;

(2) No gain or loss will be recognized by a holdEExchangeable Debentures who elects to partieipathe Exchange Offer upon the
exchange of Offered Stock for Exchangeable Debesfur

(3) No gain or loss will be recognized by PKS uploa exchange of Offered Stock for Exchangeable Bieipes:

(4) The basis of Offered Stock received pursuatiieéoExchange Offer will be the same as the bddixohangeable Debentures exchanged
therefor; and
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(5) The holding period of Offered Stock receivedsuant to the Exchange Offer will include the hotglperiod of Exchangeable Debentures
surrendered therefor, provided that such debenareeheld as capital assets on the date of theaegeh

No tax rulings have been sought from the IRS (amterwill be requested) with respect to any taxassassociated with the exchange
Offered Stock for Exchangeable Stock. Neverthelesthe opinion of Sutherland, Asbill & Brennangtdar outside tax counsel to PKS,
although the issue is not free from doubt, sucthanrge should constitute for United States fedame tax purposes a recapitalization
within the meaning of section 368(a)(1)(E) of thed€. In that event, the following United Statesefadiincome tax consequences should
follow with respect to such exchange:

(1) PKS and each holder of Exchangeable Stock Wdaiseto participate in the Exchange Offer will'lagparty to a reorganization” within the
meaning of section 368(b) of the Code;

(2) No gain or loss will be recognized by a holdeExchangeable Stock who elects to participathénExchange Offer upon the exchange of
Offered Stock for Exchangeable Stock;

(3) No gain or loss will be recognized by PKS uplom exchange of Offered Stock for ExchangeablekStoc

(4) The basis of Offered Stock received pursuatiieéoExchange Offer will be the same as the bddixohangeable Stock exchanged
therefor; and

(5) The holding period of Offered Stock receivedsuant to the Exchange Offer will include the hotdperiod of Exchangeable Stock
exchanged therefor, provided that such Exchangeztblek is held as a capital asset on the dateeoéxbhange.

If, contrary to the Exchange Tax Rulings, the exdsaof Offered Stock for Exchangeable Debenturee waxable, then, among other
consequences, gain or loss would be recognize@dly leolder of Exchangeable Debentures who elegiart@ipate in the Exchange Offer
upon the exchange of Offered Stock for Exchange@bl@entures. Similarly, if, contrary to the opiniohSutherland, Asbill & Brennan, the
exchange of Offered Stock for Exchangeable Stodlewaxable, then, among other consequences, géasowould be recognized by each
holder of Exchangeable Stock who elects to pasdteifn the Exchange Offer upon the exchange ofrédf&tock for Exchangeable Stock.
The amount of any gain recognized upon a taxalthange of Offered Stock for Exchangeable Debentrrésr Exchangeable Stock would
equal the excess of the fair market value of tHer@fl Stock over the holder's adjusted basis ifE#tthangeable Debentures or the
Exchangeable Stock, and the amount of any losgréoed would equal the excess of the holder's &atjusasis in the Exchangeable
Debentures or the Exchangeable Stock over therfaiket value of the Offered Stock. For purposededérmining the fair market value of 1
Offered Stock, each share of Class C Stock shaulddated as having a fair market value equalédClass B&C Per Share Price, and each
share of Class D Stock should be treated as havfag market value equal to the Class D Per SRdpe, in each case at the time of
consummation of the Exchange Offer.

THE FOREGOING DISCUSSION IS ONLY A SUMMARY OF CERTW UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES OF THE EXCHANGE OFFER UNDER CURRENTWAAND IS INTENDED FOR GENERAL INFORMATION
ONLY. THE DISCUSSION MAY NOT ACCURATELY DESCRIBE TH TREATMENT OF HOLDERS OF EXCHANGEABLE
SECURITIES IF SUCH HOLDERS RECEIVED SUCH EXCHANGEAB SECURITIES AS COMPENSATION, ARE FOREIGN
PERSONS, OR ARE OTHERWISE SUBJECT TO SPECIAL TREANT UNDER THE CODE. ALL HOLDERS OF EXCHANGEABLE
SECURITIES SHOULD CONSULT THEIR OWN TAX ADVISORS ABO THE PARTICULAR

CONSEQUENCES OF THE EXCHANGE OFFER TO THEM, INCLWIG (i) THE APPLICATION OF UNITED STATES FEDERAL,
STATE, AND LOCAL TAX LAWS, AND OF FOREIGN TAX LAWSAND
(i) THE EFFECT OF CHANGES IN LAW, INCLUDING CHANGSE HAVING RETROACTIVE EFFECT.
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THE SPIN-OFF
MANNER OF EFFECTING THE DISTRIBUTION

MANNER OF DISTRIBUTION; SPIN-OFF DATE. In the evetitat the conditions described under "The Spin-offonditions to the Spin-
off; Right of PKS to Abandon, Defer or Modify th@i8-off" are satisfied, and unless the PKS Boar®ioéctors has exercised its right to
abandon the Spin-off if it determines such actiauld be in the best interest of PKS and its stolddrs, the Spin-off will be declared and be
effected on the Spin-off Date to holders of reamir@€lass D Stock (including Class D Stock issuethamExchange Offer) on such date. Such
holders of Class D Stock will become holders obrdmf the Spin-off Stock to which they are endttn or promptly after the Spin-off Date.
PKS currently anticipates that the Spin-off Daté e the day after the Expiration Date. PKS exgiyeseserves the right, in its sole
discretion, to defer the Spin-off Date if it deténes that such action is in the best interest dbRIKd its stockholders, but if the Exchange
Offer is consummated, the Spin-off will be consurtedgromptly thereafter.

The number of shares of Spin-off Stock to be disted in respect of each outstanding share of @&8®ck will be determined on the Spin-
off Date. Such determination will be based on thmber of shares of Class D Stock outstanding oisghie-off Date and accordingly will
depend on the number of shares of Class D Stoakdsgursuant to the Exchange Offer. See "The Exgh@ffer," "Overview -- The Spin-
off* and "Overview -- The MFS Recapitalization."

As an administrative and cost-saving convenienaaettificates or scrip representing, or cashen bf, fractional shares of Spin-off Stock

will be issued to holders of Class D Stock as phthe Spin-off. To the extent fractional shareSpfn-off Stock would otherwise be issued
holders of Class D Stock in the Spin-off, PKS ajbiply a convention whereby such fractional shares@nded to whole shares without
affecting the total number of shares of Spin-offckt For this purpose, PKS will calculate the aggte number of shares of MFS Common
Stock and MFS Preferred Stock, respectively, thaild/otherwise be issuable as fractional sharesucfi number of shares, one whole share
will be distributed to each of those holders ofg8I® Stock who would otherwise be entitled to neeéiactional shares of such stock, in the
order of the magnitude of such fractions, untiladlsuch shares have been distributed. The rentahoiders of Class D Stock will not be
entitled to receive any consideration in respecheffractional shares otherwise issuable to them.

The shares of Spin-off Stock will be fully paid amonhassessable, and the holders thereof will nenkiled to preemptive rights. The MFS
Preferred Stock is subject, by its terms, to restms on the transfer of such stock and is sultgettie irrevocable proxy to be granted by
KDG to the Secretary and Assistant Secretary of MFe® "Description of Securities -- MFS Common Bta@nd "-- MFS Preferred Stock."

Certificates representing Spin-off Stock will beil®é to holders of Class D Stock as soon as prauiécafter the Spin-off Date. Because the
Spin-off will require issuance and mailing of a signéiit number of stock certificates, a delay of apjpnaitely three to four weeks in delive
of the certificates representing Spiff-Stock might occur. Holders of Class D Stockdhmot attempt to sell or transfer MFS Common &
received pursuant to the Spin-off until they haeeeived the certificates evidencing such stock.

PKS will mail the certificates representing therSpff Stock to each holder of Class D Stock of rdaan the Spin-off Date unless PKS has
received written notification from such holder]esdst five business days prior to the date thaténgficates representing the Spin-off Stock
are to be mailed, that some or all of the SpinSiéfck received in the Spin-off is to be delivereédtiending institution pursuant to a
borrowing arrangement between the holder and sratirig institution. However, even if no noticeéseived by PKS to such effect, PKS
reserves the right to deliver the Spin-off Stoateieed by a holder of Class D Stock in the Spintofd lending institution if PKS believes in
good faith that such lending institution is entitk® receive such Spin-off Stock pursuant to adwimg arrangement with the holder of Class
D Stock.

No holder of Class D Stock will be required to @any cash or other consideration, or to surrendexonange shares of Class D Stock or
other security or to take any other action in otdereceive the Spin-off Stock pursuant to the Sgfn
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LISTING AND TRADING OF SPIN-OFF STOCK

MFS COMMON STOCK. MFS Common Stock is currentlydigd on the Nasdaq National Market under the syBIST." It is expected
that the MFS Common Stock will continue to be tchda the Nasdag National Market after the Spin®écause the obligation of PKS to
repurchase the Class D Stock under the circumsiaara upon the terms and conditions set forth iB'BICertificate of Incorporation will n
apply to the Spin-off Stock, the ability of a haldd MFS Common Stock to realize value upon a eakuch stock will be entirely dependent
on the market for the MFS Common Stock. The prataghich the MFS Common Stock will trade after 8pn-off will be determined by th
marketplace and may be influenced by many fachoctiding, among others, the continuing depth aeaidity of the market for MFS
Common Stock, investor perception of MFS, the itdiess in which its businesses participate and garemonomic and market conditions.
[1, 1995 the last reported sale price of the MESnGon Stock as reported by the Nasdaq National 8tavks $[ . See "Market for
Registrant's Common Stock and Related Stockholdetevs" in the MFS Annual Report on Form 10-K inmmated herein by reference for
information regarding historical ranges of tradprices on MFS Common Stock.

Shares of MFS Common Stock distributed in the Sfipafter giving effect to the MFS Recapitalizatjawill constitute approximately 65%
of the MFS Common Stock outstanding. Despite threergents entered into with the directors of PKSM&® in connection with the Spin-
off described at "Certain Transactions -- Agreermé&tdgarding Restrictions on Transfer of Spin-offckt below, a substantial number of
shares of MFS Common Stock will become availabtditure sale in the public market after the Spifi-Bales of substantial numbers of
such shares in the public market in the future d¢aualversely affect the market price of the MFS Camr8tock and could impair MFS's
ability to raise additional capital through theesaf its equity securities.

Shares of MFS Common Stock received by holderda$sCD Stock in the Spin-off will be freely transfble, except for shares of MFS
Common Stock received by directors of PKS and M&8escribed below and shares of MFS Common Stagived by persons who may
deemed to be "affiliates" of MFS within the meanofghe Securities Act of 1933, as amended (theuBges Act"). Persons who may be
deemed to be affiliates of MFS after the Spin-aff generally include individuals or entities thaintrol, are controlled by, or are under
common control with MFS and include directors of 8Persons who are affiliates of MFS will be petaditto sell their shares of MFS
Common Stock received in the Spin-off only pursuardn effective registration statement under theuBties Act or an exemption from the
registration requirements of the Securities Ace 3gertain Transactions -- Certain Agreements BetweKS and MFS -- The Distribution
Agreement"” for a discussion of the proposed gractttain affiliates of MFS of registration rightsth respect to the Spin-off Stock.

In connection with the recent DECS offering by MIW8;S has entered into agreements with the direcolKS (other than one director of
PKS who was elected after the closing of the DEE&iag) and the directors of MFS who are holder€tass D Stock regarding the MFS
Common Stock to be received by such directorsrasut of the Spin-off. The agreements prohibiailes of such MFS Common Stock for a
period of two years from May 24, 1995, subjectédain exceptions. See "Certain Transactions -eAgrents Regarding Restrictions on
Transfer of Spin-off Stock."

MFS PREFERRED STOCK. The terms of the MFS Prefe@tadk provide that the MFS Preferred Stock is transferable for a period of
six years, with limited exceptions, and is redeelmabthe option of MFS beginning at the end otssig-year period. Accordingly, the MFS
Preferred Stock received in the Spin-off will nalvke any realizable resale value until the earligi)dts conversion into MFS Common Stock
at the option of the holder beginning on the finshiversary of the date of issuance thereof oth@)expiration of the six-year transfer
restriction. Even at the end of such six-year pktigere will likely be no public trading market fibre MFS Preferred Stock. See "Description
of Securities -- MFS Preferred Stock." MFS doesintnd to apply for listing of the MFS Preferre&k on any national securities
exchange, on the Nasdaq National Market or in tfez-the-counter market.
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CERTAIN EFFECTS OF SPIN-OFF ON CLASS D STOCK

Because approximately one-third of the current £@$er Share Price of $60.25 is attributable t&SMRe Class D Per Share Price will be
significantly reduced when the Spin-off is consurtedaThe amount of such reduction will depend ugennumber of Exchangeable
Securities exchanged in the Exchange Offer. Fomgia, assuming in two alternative scenarios tha,(100,000 shares and (ii) 5,000,000
shares of Exchangeable Stock, and in each caséth# Exchangeable Debentures, are exchangee iBxthange Offer, the estimated Class
D Per Share Price after giving effect to the Sgfinwould be $41.00 and $41.75, respectively. Adaagly, the price at which holders of Cl:

D Stock can sell such stock to PKS after the Sgiiparsuant to the Company's obligation to repusehsuch Class D Stock under the
Company's Certificate of Incorporation will be siigantly reduced. See "Overview -- The Spin-offlirthermore, if and when the Class D
Stock becomes Publicly Traded, the Company's diitigdo repurchase such stock will cease. The MaSsock is freely transferable.
However, there is no established trading markettferClass D Stock, and there has only been lintiting activity in the past.

The PKS Board of Directors has considered andiwiie future again consider the feasibility andigability of listing the Class D Stock ol
national securities exchange or on the Nasdaq haltidarket or in the over-the-counter market oinglother action to facilitate the Public
Trading of the Class D Stock. The ability to pravior the listing of the Class D Stock on a se@siexchange or on Nasdag will be subject
to the laws, regulations and listing eligibilityiteria in effect from time to time. See "Risk Faste- Effect of Class D Stock Becoming
Publicly Traded."

A lender that has extended credit secured by P&& sin making decisions as to how much creditdeied against the collateral held by s
lender, may assign a different loan-to-value ratithe Class D Stock and the Spin-off Stock after$pin-off as compared to the loan-to-
value ratio assigned to the Class D Stock befareStiin-off. Furthermore, the Class D Per ShareeRnay be less readily predictable than the
Class B&C Per Share Price has historically beed,the market value of the MFS Common Stock is etquet be more volatile than the
Class D Per Share Price has historically been.ofirdein the Class D Per Share Price of Class RISptedged to a lender or a decline in the
value of MFS Common Stock pledged to a lender ceeddlt in the lender requiring that the borrowledge additional collateral.
ACCORDINGLY, PERSONS WHO HAVE PLEDGED EXCHANGEABLEECURITIES TO A LENDER AND WHO ARE

CONSIDERING PARTICIPATION IN THE EXCHANGE OFFER, O®RHO HAVE PLEDGED CLASS D STOCK TO A LENDER,
SHOULD CONSULT WITH THEIR LENDER AS TO THE EFFECTFOTHE SPIN-OFF ON THEIR LOAN ARRANGEMENTS.

CONDITIONS TO THE SPIN-OFF; RIGHT OF PKS TO ABANDON , DEFER OR MODIFY THE SPIN-OFF

PKS will not consummate the Spin-off unless the ME&&apitalization has been approved by the holafeasmajority of MFS Common
Stock voting at the MFS 1995 annual stockholderstmg. Further, the Spin-off will not be consumnuatmless the Ruling shall be
substantially in effect with respect to the Spifasf of the Spin-off Date. There are no federadtate regulatory requirements or approvals
that must be complied with or obtained as a coowlitif the Spin-off.

PKS expressly reserves the right, whether or ngtohithe foregoing conditions shall have been fiatis (i) to defer the Spin-off (to a date
certain or indefinitely) or (ii) to abandon the B84uff if it determines for any reason that suchiacts in the best interest of PKS and its
stockholders. The Spin-off will not necessarilyaiindoned in the event the Exchange Offer is almattdddowever, if the Exchange Offer is
consummated, the Spin-off will be consummated ptontpereafter.

PKS also reserves the right, at any time or franetto time, if the PKS Board of Directors deternsifiér any reason that such action would
be in the best interest of PKS and its stockholdacswhether or not any of the foregoing conditishall have been satisfied, to modify the
terms of the Spin-off in any respect by giving netof such modification to the holders of ClasstBcE (and, prior to the Expiration Date of
the Exchange Offer, to the holders of Exchange8blurities).
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Without limiting the factors the PKS Board mighkéainto account in taking action with respect te 8pinoff, the PKS Board might consid
abandonment or modification of the terms of thenSyf if such abandonment or modification were dai@ed to be appropriate in light of a
change in applicable law or other unforeseen legaégulatory considerations.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS RELATING TO THE SPIN-OFF

The following discussion sets forth the materialttlh States federal income tax consequences @pheoff and certain related transactions
under existing law.

SPIN-OFF CONSIDERATIONS. PKS has received rulimgsf the IRS (the "Spin-off Tax Rulings") relatingthe treatment for United
States federal income tax purposes of both the-8fpiand the preliminary spin-off by KDG to PKS thfe MFS Common Stock and MFS
Preferred Stock held by KDG after the MFS Recaigiéibn (the "Preliminary Spin-off"). The contingjivalidity of the Spin-off Tax Rulings
is subject to the validity of certain representagi@and assumptions made in connection with obtgisirch rulings, including representations
or assumptions regarding the conduct of an actadetor business by PKS, KDG, and MFS and cerfdimedr subsidiaries both before and
after the Preliminary Spin-off and the Spin-offe tbwnership by KDG and PKS of a controlling int¢iasMFS immediately before the
Preliminary Spin-off and the Spin-off, respectivelye distribution of all the Spin-off Stock helg KDG and PKS immediately before the
Preliminary Spin-off and the Spin-off, respectivelye business purposes for the Preliminary Spirawad the Spin-off; the limited nature of
continuing transactions between MFS and PKS or KIDG the arm's-length nature of payments to be rimdennection with those
transactions; the absence, with limited exceptiohany plans to dispose of the assets or sto&&, KDG or MFS; the treatment of the
Spin-off Stock as stock of MFS and the Class D Isaxcstock of PKS; and the accuracy of PKS, KDG Mi& financial information
submitted to the IRS. PKS is not aware of any factsircumstances that should cause such repreémestand assumptions to be untrue.

The Spin-off Tax Rulings provide, among other tlsintpat both the Spin-off and the Preliminary Sgffwvill qualify as tax-free spin-offs
under section 355 of the Code. The Spin-off Tax®ysl also provide that for United States federebime tax purposes:

(1) No gain or loss will be recognized by the haddef the Class D stock upon the distribution & 8pin-off Stock in the Spin-off;

(2) Except as provided under section 367(e) ofdbde (relating to distributions to non-United S¢atbareholders), no gain or loss will be
recognized by PKS upon the distribution of the SgfinStock in the Spin-off;

(3) No gain or loss will be recognized by either3?& KDG upon the distribution of the Spin-off Stan the Preliminary Spin-off;

(4) Assuming a holder of Class D Stock holds suobksas a capital asset, such holder's holdinggddar the Spin-off Stock will include the
period during which such Class D Stock was held; an

(5) The tax basis of the Class D Stock held by & Btockholder immediately prior to the Spin-offiMai& apportioned (based upon relative
market values at the time of the Spin-off) amorg@ass D Stock held immediately after the Spinaoifl the MFS Common Stock and MFS
Preferred Stock received by such stockholder irShie-off. Each share of Class D Stock should be treasdolaving a fair market value eq
to the Class D Per Share Price.

The allocation of tax basis described above shbeldalculated separately for each block of shar€ass D Stock with respect to which
MFS Common Stock or MFS Preferred Stock is receitteat is, separately for each block of shareslaé€D Stock that was acquired at a
different time or at a different cost from any athéock. As soon as practicable following the Spffi-PKS intends to make available to its
stockholders information regarding the allocatidébasis between the Class D Stock and the SpiStoitk.
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Treasury regulations governing section 355 of tbdeCrequire that all PKS stockholders who recepi@-8ff Stock attach statements to their
federal income tax returns for the taxable yeawliich they receive such stock, which statementsvghe applicability of section 355 of the
Code to the Spin-off. PKS will provide each PKScktwlder with the information necessary to complthwhis requirement.

If, contrary to the Spin-off Tax Rulings, the Spiff-were taxable, then, among other consequenpeyrporate level income taxes would be
payable by the consolidated group of which PK®édommon parent, based upon the amount by whicfathmarket value of the Spin-off
Stock distributed in the Spin-off exceeds PKS'ssbiierein and (ii) each holder of Class D Stoclowdceives shares of Spaff Stock woulc
be treated as if such stockholder received a texdibtribution, taxed first as a dividend to théeex of such stockholder's pro rata share of
PKS's available current and accumulated earningpasfits, then as a tax-free recovery of suchlgtolrer's tax basis in his or her Class D
Stock, and finally as a sale or exchange of prgperthe extent of any excess amount.

POST-SPIN-OFF CONSIDERATIONS. Each share of MFSd?red Stock received in the Spin-off will be cortitde and redeemable
according to its terms, as described below. Intamdieach share of such stock will be entitledetteive annual cumulative dividends, pay
solely in cash. Any accrued but unpaid dividend$hattime of redemption or conversion of the MF&férred Stock will be reflected in the
redemption or conversion consideration for suchkst8ee "Description of Securities -- MFS Prefergack."

No tax rulings have been sought from the IRS (amtkerwill be requested) with respect to any taxdssassociated with either the poss
redemption or conversion of the MFS Preferred Studdsequent to the Spin-off or the accrual or payroédividends on such stock
subsequent to the Spin-off. In addition, poterti@tlers of MFS Preferred Stock should be awarethi@abnited States federal income tax
treatment of any such redemption or conversionadrtividends paid or accrued on the MFS PrefertediSmay be controlled or affected by
the particular facts or circumstances associatéldl avparticular holder or transaction, changedasé facts or circumstances, intervening
events, changes in, or reinterpretations of, lawd, @her factors. Subject to both this qualificatand the general qualification set forth below
concerning persons consulting their own tax adgisorthe opinion of Sutherland, Asbill & Brennaegular outside tax counsel to PKS, the
following United States federal income tax conseges should follow with respect to the MFS Pref@i®¢ock after the Spin-off:

(1) Except with respect to the possible receiptash in lieu of a fractional share of MFS Commoocktand as described in paragraph (5)
below, no gain or loss should be recognized bylden@f MFS Preferred Stock upon a conversion ghstock into MFS Common Stock ¢
redemption of such stock for MFS Common Stock;

(2) Individual holders of MFS Preferred Stock shibabtain sale or exchange treatment on a redemptisuch stock for cash if the
redemption meets one of the tests of section 3@#(th)e Code (relating to distributions in rederoptof stock);

(3) Individual holders of MFS Preferred Stock sliblbé considered to have received a taxable disimitbon such stock if a redemption of
such stock for cash does not meet one of the ¢éstsction 302(b) of the Code; in that event, tistrithution will be subject to tax as a
dividend to the extent of MFS's available curremd accumulated earnings and profits, then as &éaxrecovery of the holder's tax basis in
such stock, and then as a sale or exchange of ydpehe extent of any excess ("Taxable DistiifnufTreatment");

(4) Current cash dividends paid on the MFS Prefe8tck should be subject to Taxable Distributioeatment; and

(5) In the event that MFS does not pay current cigldends on the MFS Preferred Stock, then theaddnStates federal income tax treatment
of the accrued dividends on such stock is
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uncertain; in general, holders of MFS PreferreciStather should be treated as if they had recerednnual dividend of MFS Common
Stock equal in amount to the amount of the acctugdinpaid cash dividend ("Case 1") or should hawéJnited States federal income tax
consequences until the MFS Preferred Stock is ated@r redeemed or a subsequent cash divideraldsop the stock ("Case 1I"), although
other treatments may be possible.

Under Case |, any stock dividend deemed paid oiMiR® Preferred Stock should be subject to Taxals&ribution Treatment. Under Case

I, if a subsequent cash dividend is paid, thendilk@&end should be subject on receipt to Taxabiribution Treatment; if a subsequent cash
dividend is not paid, but the holder of the MFSfemneed Stock receives additional cash or sharédr$ Common Stock for the accrued but
unpaid dividends at the time of redemption or caosiee of the MFS Preferred Stock, then the amofictish or the value of the shares of
MFS Common Stock received by the holder in excés#isenissue price of the redeemed or converted MieSerred Stock should constitute a
distribution from MFS that will be subject on redetion or conversion to Taxable Distribution Treatthd®KS understands that MFS has not
made a decision whether it will file informatiortwens with the IRS with respect to accrued but ishpash dividends under Case |, under
Case Il, or in some other manner.

Under proposed legislation, corporate and otherindividual holders of MFS Preferred Stock may haveash redemption of their shares of
such stock treated differently from a cash redeomptif shares of MFS Preferred Stock held by indigid. Potential nomdividual holders o
MFS Preferred Stock should consult their own taxsats regarding this issue.

THE FOREGOING DISCUSSION IS ONLY A SUMMARY OF CERTN UNITED STATES FEDERAL

INCOME TAX CONSEQUENCES OF THE SPIN-OFF AND CERTARELATED TRANSACTIONS UNDER CURRENT LAW AND IS
INTENDED FOR GENERAL INFORMATION ONLY. THE DISCUS8IN MAY NOT ACCURATELY DESCRIBE THE TREATMENT
OF HOLDERS OF CLASS D STOCK AND POTENTIAL HOLDERS-GSPIN-OFF STOCK IF SUCH HOLDERS RECEIVED SUCH
STOCK AS COMPENSATION, ARE FOREIGN PERSONS, OR AQEHERWISE SUBJECT TO SPECIAL TREATMENT UNDER THE
CODE. ALL HOLDERS OF CLASS D STOCK AND POTENTIAL HIDERS OF SPIN-OFF STOCK SHOULD CONSULT THEIR OWN
TAX ADVISORS AS TO THE PARTICULAR CONSEQUENCES TCHEM OF BOTH THE SPIN-OFF AND ANY TRANSACTIONS
INVOLVING THE SPIN-OFF STOCK, INCLUDING (i) THE APRICATION OF UNITED STATES FEDERAL, STATE, AND LOCAL
TAX LAWS, AND OF FOREIGN TAX LAWS AND (ii) THE EFFET OF CHANGES IN LAW. PKS HAS RECEIVED CERTAIN
WRITTEN ADVICE FROM THE NEBRASKA DEPARTMENT OF REVEUE REGARDING CERTAIN NEBRASKA STATE TAX
CONSEQUENCES OF BOTH THE SPIN-OFF AND POST-SPIN-GFFANSACTIONS INVOLVING THE STOCK OF PKS AND MFS.
FOLLOWING THE SPIN-OFF, PKS WILL PROVIDE CERTAIN INORMATION REGARDING THE WRITTEN ADVICE TO
HOLDERS OF CLASS D STOCK WHO RECEIVE SPIN-OFF STOBKD EITHER ARE RESIDENTS OF NEBRASKA OR REQUEST
SUCH INFORMATION.

PKS has been advised that the Spin-off will noaltex-free distribution for Canadian income taxgmses, and that a holder of Class D Stock
will be required to include in income for such posps the fair market value of the MFS Common StoekMFS Preferred Stock received.
PKS has requested a remission order from the Dapattof Finance in Canada that would remit theotiwerwise payable by the Canadian-
resident holders of the Class D Stock in respethisfincome inclusion. PKS does not know whetherrequested order will be issued, but
PKS has been advised that there is a significasgipility that it will not be issued.

CERTAIN TRANSACTIONS
INTENTIONS OF CERTAIN SIGNIFICANT STOCKHOLDERS REGA RDING PARTICIPATION IN EXCHANGE OFFER

Each of Messrs. Richard Colf, Richard Geary, Br@cewcock, William Grewcock, Richard Jaros, Taitdedn, Lee Kearney, Kenneth
Stinson, and George Toll, Jr. (1.E., the membethefPKS Board of Directors who are holders of €@sStock other than Messrs. Walter
Scaott, Jr. and Robert Julian) has advised PKS itingrthat he will not tender in the Exchange Off@ry shares of Class C Stock held by him.
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Furthermore, each of Messrs. Roy Cline, Allan Kidoad, Ronald Minarcini, and Thomas Stortz (1.E., tembers of the KCG board of
directors who are holders of Class C Stock and areanot also directors of PKS), other than onaiohKCG directors who is anticipating
retirement, has advised PKS in writing that he wilt tender in the Exchange Offer any shares ads0a Stock held by him.

Walter Scott, Jr., the Chairman of the Board aresident of PKS and a member of the board of direabeach of KCG and MFS, has
advised PKS of his present intention to tendehBExchange Offer 471,000 shares of the total4&#1,000 shares of Class C Stock held by
him, reflecting his assessment (based on his agsumsas to the amount of Class C Stock to be edféor sale by PKS and the amount of
such stock to be repurchased by PKS or convertédiatss D Stock) of the number of shares of suctkdte would otherwise be required to
sell to PKS, convert to Class B Stock or conve€lass D Stock within the next few years by virtiiehe percentage limitations on
ownership of Class C Stock contained in the PKSif@ette of Incorporation. The PKS Certificate ofcbrporation provides that, if for any
reason a holder owns more than 10% of the issug@atstanding shares of Class C Stock, on a flillyted basis, on January 1st of any y
he must sell back to PKS or convert to Class DISot, in the case of Mr. Scott, Class B Stock asS D Stock) that amount of such Clas
Stock which is in excess of such 10% limitationatidition, FirsTier Bank, N.A., the trustee undaurfirrevocable trusts created by Mr. Scott
for the benefit of members of his family, has pratiarily advised PKS that it is likely, subjectits review of this Prospectus, to tender in the
Exchange Offer the 884,400 shares of Class B Siekkin the aggregate by such trusts.

Robert Julian, who is a member of the board ofatiines of each of PKS and MFS but not of KCG, hagsadl PKS of his current intention to
tender in the Exchange Offer all of the Class Csteeld by him, reflecting the fact that his resgibilities with PKS relate primarily to the
Diversified Group. In addition, FirsTier Bank, N,Ahe trustee under two irrevocable trusts crebyellr. Julian for the benefit of members
his family, has preliminarily advised PKS thatstlikely, subject to its review of this Prospectustender in the Exchange Offer the 55,200
shares of Class C Stock held in the aggregate dly tsusts.
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Based on the foregoing indications of intent regaygbarticipation in the Exchange Offer, the foliogy table shows the expected holdings of
Class C Stock and Class D Stock after giving efi@t¢he consummation of the Exchange Offer of §glemember of the PKS Board of
Directors, (ii) the PKS Directors as a group atijl éach person who is a director of KCG but noP#&fS, as a group.

PERCENT OF PERCENT OF

NU MBER OF SHARES OF NUMBER OF SHARES OF

SH ARES OF CLASS C STOCK (1) SHARES OF CLASS D STOCK (1)
NAME CLAS S C STOCK SCENARIO1 SCENARIO 2 CLASS D STOCK SCENARIO 1 SCENARIO 2
Walter Scott, Jr......ccccovvverieininnens 1, 000,000 8.4 10.1 2,804,851 2) 12.4 11.9
Kenneth E. StiNSON..........cccvvveninnns 626,412 53 6.3 36,412 3 * *
Richard Geary........ 528,768 45 5.3 161,020 (4) * *
George B. Toll, Jr 371,883 3.1 3.8 87,711 * *
Richard W. Colf... . 363,217 3.1 3.7 72,282 * *
Leonard W. Kearney...........c.cccoevvvene. 264,009 2.2 2.7 172,282 (5) * *
Tait P. Johnson....... 173,433 15 1.8 43,433 * *
Bruce E. GrewcocK...........ccevveneenn. 159,775 1.3 1.6 52,775 * *
Richard R. Jaros..... 51,544 * * 101,639 *
William L. GrewcocK........ccccovvveninnnn. 22,048 * * 1,164,323 5.1 5.0
Robert E. Julian...... . - -- - 381,075 (6) 1.7 1.6
James Q. CroWe.......cccveevvivveeeiiinnens -- -- -- 134,281 * *
Robert B. Daugherty.. - -- - 9,000 * *
Charles M. Harper.. - - -- 9,000 * *
Peter Kiewit, Jr............... - - -- 2,000 * *
PKS Directors as a group..............c...... 3, 559,089 30.0 36.0 5,232,084 23.2 22.3
Other KCG Directors as a group............... 388,680 3.3 3.9 159,428 * *

(1) Calculated assuming, in two separate scenar
(Scenario 1) and 5,000,000 shares (Scenario
all the Exchangeable Debentures are exchanged

(2) Does not include 1,950,691 shares of Class
trusts for family members of Mr. Scott under
to vote with the Company.

(3) Does not include 20,000 shares of Class D S
Stinson's children.

(4) Does not include 40,000 shares of Class D Stoc
(5) Does not include 25,231 shares of Class D Stoc

(6) Does not include 78,196 shares of Class D Sto
for family members of Mr. Julian under which

ios, that 3,000,000 shares
2) of Exchangeable Stock and
in the Exchange Offer.

D Stock held in irrevocable
which the trustee is required

tock held in trusts by Mr.

k held by Mrs. Geary.
k held by Mrs. Kearney.

ck held in irrevocable trusts
the trustee is required to

vote with the Company.

* Less than 1% of the class.

OPTION AGREEMENT AMONG CERTAIN MEMBERS OF THE PKS B OARD REGARDING SPIN-OFF STOCK

Pursuant to an agreement among Richard Geary awilerewcock and Walter Scott, Jr., in the evenSpia-off is consummated, Mr. Gea
would have the option to sell to Messrs. Grewcauk &cott all of the shares of MFS Common StockMf& Preferred Stock received by

Mr. Geary in connection with the Spin-off. Each\éssrs. Geary, Grewcock and Scott is a membereoPKS Board of Directors and a
holder of Class D Stock. Mr. Scott is also a mendfehe MFS Board of Directors, and Mr. Grewcoclk haen nominated by management of
MFS to be elected to the MFS Board of DirectorthatMFS 1995 annual meeting of stockholders. Thimos exercisable at any time witl
six months after the Spioff is consummated. The purchase price per shasadf stock would be, in the case of the MFS Com8tonk, the
lowest of (i) the closing price of such stock oa thate the Spin-off is consummated, (ii) the clggirice of such stock on the date on which
notice of exercise of the option is delivered and

(iii) $35.00, and, in the case of the MFS Prefei$éatck, $1.00
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per share. Unless Messrs. Grewcock and Scott oiteagree, in the event the option is exercisexy, tould each pay one-half of the total
purchase price and receive one-half of the stoblestito the option. Any such shares purchased bgsks. Grewcock and Scott would
continue to be subject to the agreements deschibleav.

AGREEMENTS REGARDING RESTRICTIONS ON TRANSFER OF SPIN-OFF STOCK

In connection with MFS's DECS offering, each diceaif PKS (other than Mr. Johnson, who was eletaetie PKS Board of Directors after
the closing of the DECS offering) and each direcfo¥FS has entered into an agreement with MFS uwthéch such director is committed
not to sell or otherwise transfer any shares of MIB&1mon Stock received by him as a result of tha-8ff (including MFS Common Stock
received upon conversion of MFS Preferred Stockivec! in the Spin-off) for a period of two yearteafthe closing of the DECS offering
(I.E., until May 24, 1997), subject to the followiexceptions:

(1) After the first year, each such director ang parson to whom such director transfers sharesuamt to clauses (2) and (5) below may sell
an aggregate of 50,000 shares of such MFS Comnuak.St

(2) Such MFS Common Stock may be transferred talyammembers or trusts for their benefit or in coatien with estate planning.

(3) Such MFS Common Stock may be pledged to thartydenders, which would be permitted to resetihsstock in the event of a default,
provided that any shares so sold by pledgees wilhtagainst the 50,000 share limit describedans# (1) above.

(4) Such MFS Common Stock may be tendered in offexde to MFS stockholders generally.
(5) Such MFS Common Stock may be sold to othercctirs of PKS or MFS.

The foregoing restrictions will not apply to MFS@mon Stock distributed with respect to shares as€D Stock which were held as of
March 31, 1995 by

(i) a trust or other entity not controlled by theegtor in question, or (ii) family members of ttigector. Further, MFS Common Stock
distributed with respect to shares of Class D Stelged by the director as of such date to thindydenders may be delivered to the
pledgees and will not be subject to the foregoesgrictions.

The restrictions imposed by the agreements aresuty waiver by MFS with the consent of the repngstives of the underwriters of the
DECS offering, which consent may not be withheldeasonably.

CERTAIN AGREEMENTS BETWEEN PKS AND MFS

PKS and MFS have entered into certain agreemetitsraspect to the MFS Recapitalization, the Spfrantl the relationships between the
two companies following the Spin-off. These agreetsi@re described below.

THE SECURITIES PURCHASE AGREEMENT. MFS and KDG hargered into a Securities Purchase Agreementregtbect to the
acquisition by PKS from MFS of the MFS Preferredc&t Under the Securities Purchase Agreement, MisSagreed to effect the MFS
Recapitalization by issuing to KDG, immediately drefthe Spin-off, 15,000,000 shares of MFS Prefe®tock in exchange for the transfer
by KDG to MFS of 2,900,000 shares of MFS Commorcisteld by KDG. The MFS Recapitalization is subjecthe approval of the MFS
common stockholders. See "The Exchange Offer --d@ions to the Exchange Offer."

Under the Securities Purchase Agreement, KDG hasddo grant to the Secretary and Assistant Segref MFS an irrevocable proxy to
vote all of the shares of MFS Preferred Stock opprtion to the vote of the holders of MFS CommawocE on all matters other than the
election of directors and matters as to which thiddrs of MFS Preferred Stock vote as a separass einder Delaware corporation law.
Holders of Class D Stock who receive MFS Prefe8txtk in the Spin-off
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will receive such MFS Preferred Stock subject tohsurevocable proxy. Accordingly, holders of MF&ferred Stock will have voting rights
only with respect to the election of directors of$land those other matters.

THE DISTRIBUTION AGREEMENT. PKS and MFS have entkieto a Distribution Agreement. The Distributiogreement provides,
among other things, for the principal corporatasetions necessary to consummate the Spin-offidimg the MFS Recapitalization and
certain corporate reorganizations by MFS necedsamgceive the Ruling. In addition, the Distributidgreement provides that MFS will sell
to PKS 28,986 shares of MFS Common Stock immedigiedr to the Spin-off, at a price of $1,000,000cash (or approximately $34.50 per
share). See "Overview -- The Spin-off."

PKS and MFS entered into a Noncompetition Agreernrenbnnection with the May 1993 initial public effng of Common Stock by MFS
(the "MFS IPO"). The Noncompetition Agreement wéliminate as a result of the Spin-off. Under thstiilbution Agreement, however, PKS
has represented to MFS in writing that PKS hasresegnt intent to engage, directly or indirectlythie provision of telecommunications
services to business or government users, exceiidee activities that are currently permitted emithe Noncompetition Agreement.
Although this written assurance from PKS is corgdiim a written agreement, this representationsisiement of PKS's intention at the time
of the execution of the Distribution Agreement, éinere can be no assurance that PKS will not coengietctly with MFS in the provision of
telecommunications services to businesses or gmarhusers in the future.

Under the Distribution Agreement and subject totdrens of the agreements described under " -- Ageats Regarding Restrictions on
Transfer of Spin-off Stock" above, MFS has agreegrant to Walter Scott, Jr. and William Grewcoektain registration rights with respect
to all the MFS Common Stock held by them afterSpi-off, exercisable at their expense, similathtwse granted to KDG by MFS pursuant
to a registration rights agreement entered intwbeh KDG and MFS in connection with the MFS IPQe Sehe Spin-off -- Listing and
Trading of Spin-off Stock -- MFS Common Stock."

The Distribution Agreement provides that each oSRid MFS will be granted access to certain recandsinformation in the possession of
the other company, and requires that each of PKISVEFS retain all such information in its possesdima period of five years following the
Spin-off. Under the Distribution Agreement, each comp@nequired to give the other company prior noti€any intention to dispose of a
such information.

The Distribution Agreement provides that, excepttfe expenses of registration of the Offered Savuk Spin-Off Stock under the Securities
Act, which will be paid by PKS, and except as atVise set forth in the Distribution Agreement oiainy related agreement, all costs and
expenses in connection with the Spin-off will bédday the party incurring such expenses. Any expsitisat cannot be allocated on such
basis will be split equally between PKS and MFS.

The Distribution Agreement provides that PKS ha®bligation to consummate the MFS Recapitalizatioto consummate the Spin-off.
RECENT DEVELOPMENTS
WHITNEY LITIGATION

In 1974, a subsidiary of PKS ("Kiewit"), enteredara lease with Whitney Benefits, Inc., a Wyomitiguitable corporation ("Whitney").
Whitney is the owner, and Kiewit is the lesseea ebal deposit underlying a 1,300 acre tract irrilha County, Wyoming. The coal was
rendered unmineable by the Surface Mining Contndl Beclamation Act of 1977 ("SMCRA"), which protigad surface mining of coal in
certain alluvial valley floors significant to farmg. In 1983, Kiewit and Whitney filed an actiontire U.S. Court of Federal Claims ("Claims
Court"), alleging that the enactment of SMCRA cdostd a taking of their coal without just compeiita In 1989, the Claims Court ruled
that a taking had occurred and awarded plaintifés1977 fair market value of the
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property ($60 million) plus interest. In 1991, tHeS. Supreme Court denied certiorari. The goverrrfiled two post-trial motions in the
Claims Court during 1992. The government requeateew trial to redetermine the 1977 value of thapprty. The government also filed a
motion to reopen and set aside the 1989 judgmevnidsand to dismiss plaintiffs’ complaint for lackjurisdiction. In May 1994, the Claims
Court entered an order denying both motions. Iraaly 1994, the Claims Court issued an opinion Wwipiovided that the $60 million
judgment would bear interest compounded annuadynft977 until payment. The government appealed#ieuary 1994 and May 19!
orders. A hearing on the appeals was held in Fepd@05.

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 ¢hcoal underlying the real property to the govemimi€iewit and Whitney agreed in 1992 t|
Kiewit would receive 67.5 percent of any award &viditney would receive the remainder. In accordamitk this agreement, Peter Kiewit
Sons' Co., a subsidiary of KDG, received a casimgsy of approximately $135 million on June 2, 19BBe after-tax effect of such payment
will be to increase the Class D Per Share Pridectfe beginning on January 1, 1996, by approxatye$3.50 over the Class D Per Share
Price that otherwise would have been in effectt®6. The settlement will not affect the Class D $eare Price in effect for the remainde
1995.

DECS OFFERING

Pursuant to the DECS offering, MFS issued 9,500@@gositary Shares, each representing an interéiseiDECS. The Depositary Shares
were sold at an issue price of $33.50 per shareh Each Depositary Share is automatically converin June 15, 1999, if not previously
redeemed by MFS or converted at the option of thden (as described below), into one share of MBB1@on Stock; provided, however,
that if the Spin-off is not consummated prior touary 1, 1997, each outstanding Depositary Shaet@matically convertible into 1.05
shares of MFS Common Stock subject, in each casaljtistment upon the occurrence of certain ev@his DECS (and the related
Depositary Shares) are redeemable, in whole oaiify at the option of MFS on or after June 15, 18@8before June 15, 1999 at the call p
in effect on the date of redemption divided by tiien-current market price of MFS Common Stock, payablghares of MFS Common Sto
The DECS (and thereby the Depositary Shares) areectible, in whole or in part, at the option oétholder of the Depositary Shares at any
time prior to June 15, 1999 (unless previously eaded) into .820 shares of MFS Common Stock per Biggrg Share (reflecting an initial
conversion premium of 22% to the market price efMiS Common Stock), subject to adjustment upomticerrence of certain events.
However, if the holder converts on or after January997 and the Spioff is not consummated prior to such date, the droldll receive .85!
shares of MFS Common Stock per Depositary Shafle¢timg a decreased premium of 17% to the markieewf the MFS Common Stock
the date of issuance of the DECS), subject to &udjrst upon the occurrence of certain events.

Dividends on the Depositary Shares are cumulatiekase payable in either cash or shares of MFS Gamrfatock at the option of MFS. The
DECS rank prior to the MFS Common Stock and the MESerred Stock with respect to payment of divateand on a parity with the MFS
Preferred Stock upon liquidation. The Depositargr&b have qualified for inclusion in the Nasdacddvet! Market.

AUTHORIZATION OF PREFERRED STOCK OF MFS

Under the terms of the MFS certificate of incorpimma, the MFS Board of Directors is authorized,jeabto any limitations prescribed by le
without stockholder approval, to issue shares efgored stock in one or more series. Each suchssefipreferred stock shall have such
rights, preferences, privileges and restrictionsluding voting rights, dividend rights, conversiaghts, redemption privileges and liquidation
privileges, as shall be determined by the MFS Baédirectors. At a meeting of the MFS Board of &itors on April 26, 1995, the MFS
Board approved, and resolved to submit to the MB&kbolders for approval at the 1995 MFS annualldtolders meeting which is preser
expected to be held on [August ], 1995, a proptusaicrease the number of authorized shares oépesf stock from 1,000,000 to
25,000,000.
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The purpose of authorizing the MFS Board of Diresto issue preferred stock and to determinedtstsiand preferences is to eliminate
delays associated with a stockholder vote on spdsguances. The issuance of preferred stockewindviding flexibility in connection with
possible acquisitions and other corporate purpasesd make more difficult or discourage the rem@faMFS's management or could have
the effect of making it more difficult for a thighrty to acquire, or of discouraging a third pdrom acquiring, a majority of the outstanding
voting stock of MFS. If the MFS Recapitalizatioraisproved by a majority of the common stockholadilglFS present in person or by proxy
and voting at the 1995 MFS annual stockholders imgeind subsequently consummated, 15,000,000 sbbkES Preferred Stock will be
issued to KDG and distributed to holders of ClasStéck in the Spin-off.

CORPORATE GOVERNANCE OF MFS

At a meeting of the MFS Board of Directors on A, 1995, the MFS Board approved, and resolvedibmit to the stockholders of MFS
for approval at the 1995 annual meeting of MFSldiolders, certain amendments to the MFS certifiodiacorporation, which include
proposals to: amend the MFS certificate of incoagion to divide the MFS Board of Directors intodarclasses, prohibit stockholders of v
from taking action by written consent; require thpécial meetings of stockholders be called onlyheyMFS Board or the chairman of the
MFS Board; and require the affirmative vote ofestdt 66 2/3% of the outstanding shares of stodkFs$ entitled to vote thereon to adopt,
repeal, alter, amend or rescind the by-laws of MASS has agreed that, if the MFS Recapitalizasaspiproved by the non-PKS holders of
MFES Common Stock as described herein, PKS will aditef the shares of MFS Common Stock owned otrotlad by it in favor of the
proposed amendments, thus assuring their adopti@udition, at its April 26, 1995 meeting, the MB8ard of Directors adopted certain
amendments to the by-laws of MFS that prescribeip@rocedural requirements for the nominatiordwéctors and the introduction of
business by a stockholder of record at an annuatingeof stockholders where such business is retiipd in the notice of meeting or
brought by or at the direction of the board of diogs. The MFS Board of Directors also plans tosoder in the near future the adoption of a
shareholder rights plan. Notwithstanding the retceipghe requisite stockholder approval or furthpproval of the MFS Board, each of the
proposed amendments to the MFS certificate of pm@tion and the MFS by-laws, as well as the shddel rights plan, would be
implemented only upon consummation of the Spin-off.

Each of the foregoing proposals could make mofficdlif or discourage the removal of MFS's managedmeigould have the effect of maki
it more difficult for a third party to acquire, of discouraging a third party from acquiring, a ardy of the outstanding voting stock of MFS
for the purpose of a hostile takeover. The intéihe measures adopted by the MFS Board of Directawever, is not to prevent an
acquisition. If an offer were to be made, thesesusss are designated to require potential acquimersake financially attractive nosoeercive
offers that treat all stockholders fairly, to guaghinst share accumulations in which control ofSvleuld pass to one or a group of
stockholders without paying a control premium te ththers, and to provide the MFS Board of Directath sufficient time to consider any
and all alternatives for maximizing stockholderuel

CALIFORNIA ANNOUNCEMENT

On July 27, 1995, MFS announced that it had apptidtie California Public Utilities Commission farcertificate authorizing MFS Intelenet
to provide the full range of competitive local {gh®ne exchange services. At this time, it is natsgule to assess the full effect of the
determination by the State of California's Publidities Commission to open the State's local tetepe service market to "full" competition,
because, based upon recent regulatory announceme®ddifornia, MFS will be able to compete onltifeceives a certificate from the
California Public Utilities Commission and only eftJanuary 1, 1996. "Full" competition is not salled to begin until January 1, 1997.

VENDOR FINANCING

On July 19, 1995, MFS announced the establishnfemtoosecured credit facilities aggregating $120iom for the purchase of certain
switching equipment. The facilities are securedhgyequipment and are partially guaranteed by ted®h Export Credits Guarantee Board.
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DESCRIPTION OF SECURITIES
PKS STOCK

The PKS Certificate of Incorporation authorizes @wmnpany to issue 183,250,000 shares of capiteks&000,000 shares of Class B Stock;
125,000,000 shares of Class C Stock; 50,000,00@slad Class D Stock; and 250,000 shares of nwadae preferred stock.

The primary features of the Class B Stock, the £@&astock, and the Class D Stock are describedvbdlbe Class B Stock has the attributes
of the Class C Stock, with two exceptions: (a)@hess B Stock does not have voting power, unlegsired by law, and (b) the PKS Board
may redeem all of the Class B Stock at any timé wityment at a price equal to the Class B&C PereSRece. For purposes of discussing
their common attributes, the Class B Stock andCilass C Stock are referred to herein collectivelyhe "Class B&C Stock."

VOTING. The PKS Certificate of Incorporation proewithat holders of Class C Stock and Class D Staek one vote per share on all
matters submitted to stockholders, except thah veéspect to the election of directors, holder€lass C Stock have cumulative voting rights.
Cumulative voting means that a stockholder magi(i¢ one nominee as many votes as the numberextdis to be elected multiplied by the
number of such stockholder's shares or (ii) maridige such stockholder's votes among some afdlie director nominees. Class D
directors are elected separately by the holde@ass D Stock by the plurality voting method. Inrality voting, a stockholder may vote the
full number of such stockholder's shares for asynmminees as there are directors to be electedetdroth methods, after the voting is
closed, the nominees are ranked in order of thebeumf votes received by each nominee. The higlaeging nominees are elected until the
number of open directorships is filled.

The PKS Certificate of Incorporation provides tbattain corporate actions must be approved by dkeehs of at least 80% of the outstand
shares of Class C Stock and at least a majorig}l ¢fie outstanding shares having the power to {ide, the Class C Stock and the Class D
Stock). Such actions are:

(1) the sale of all or substantially all of the Guany's assets; (2) the merger with other corparatiother than majority-owned subsidiaries of
the Company;

(3) the dissolution of the Company; (4) the creatd new classes of stock of the Company; (5) arefmse or decrease in the number of
authorized shares of any class of stock of the Gomyp(6) a change in the rights, preferences amitidiions of any class of stock of the
Company; (7) a change in the method of determinaifdhe Class B&C Formula Value or the Class B&&E Bhare Price; and (8) the sale of
Class B Stock and Class C Stock to non-employaekiding, but not limited to, in the case of a paloffering. With respect to item (5)
above, Delaware law requires that the holders tefagt a majority of the outstanding shares of €lastock approve separately an increa
decrease in the number of authorized shares o ClaStock. The Certificate of Incorporation, howeapecifically provides that an increase
in the number of authorized shares of Class C Sdoels not require the separate approval of theemolof Class D Stock. In addition, with
respect to item (6) above, the separate approal lebist a majority of the outstanding sharesla§€D Stock entitled to vote thereon would
be required under Delaware law to change the rightferences and limitations of the Class D Sinckmanner that would adversely affect
the Class D Stock. Any changes in the method afrdehation of the Class D Formula Value or the €sPer Share Price require approval
by at least 80% of the outstanding shares of GlaSsock and Class D Stock entitled to vote thergoting separately.

Amendments to the PKS Certificate of Incorporatiamwell as amendments to the by-laws of the Compaguire the approval of 66 2/3%
of the holders of Class C Stock voting as a sepaiass, as well as the approval of a majorithhefdcombined voting classes except as
otherwise described above and except with respeanty provisions containing a supermajority votiaguirement, which may be amended
only upon the approval of a matching supermajoritie. Therefore, if the PKS Certificate of Incorgtion provides that a corporate action
must be approved by 80% of the holders of
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Class C Stock and a majority of the holders of €fasStock and Class D Stock, such provision caantended only by the approval of 80%
of the holders of Class C Stock and a majorityhefhiolders of Class C Stock and Class D Stock.

The holders of Class C Stock and the holders a§<CllaStock shall vote together as a combined dasdl other matters to be voted on by
holders of common stock, with each share of ClaS¢a€k having one vote and each share of Clas®&k®iaving one vote.

THE PKS BOARD OF DIRECTORS. The PKS Certificatdraforporation contains provisions relating to thenter of, the nomination
procedures regarding, and the qualifications ofttihectors of the Company and provides for a "dfest' board of directors.

The members of the PKS Board are "classified" @as<C directors or Class D directors. The ClasséCtdrs are elected separately by the
holders of Class C Stock, and the Class D directr®lected separately by the holders of Clas®BEkSThe sitting PKS Board may fix, frc
time to time by its own resolution, the number wédtors required to serve on the PKS Board of @es. The PKS Certificate of
Incorporation provides that at any time, the PK@&u8lanust consist of at least 9, but not more thiarditectors. The holders of Class C Stock
elect that number of directors that equals twodthiof the total number of directors comprising €S Board at any time. The remaining
directors are elected by the holders of Class RBISterior to each annual meeting of PKS stockhalddse incumbent Class C directors
nominate a successor slate of Class C directodsthenincumbent Class D directors separately namiaauccessor slate of Class D direct

The PKS Certificate of Incorporation also providest at least 80% of the Class C directors musinséde" directors. To be eligible to be
elected as an "inside" Class C director, a persost:nfa) be a Class C stockholder; (b) be an affi€é¢he Company or one of its majority-
owned subsidiaries which is engaged in the consbruor mining business; and (c) have been empldyetthe Company or such subsidiary
for a full eight years prior to being nominatedsaSlass C director. If such an "inside" directdetaceases to meet all the requisite
qualifications, thereby causing the "inside" Cl&sdirectors to be less than 80% of the entire Qladgectors, the other Class C directors
retain such director under certain specified cirstamces. Any vacancies in Class C or Class D dirgltips for any reason, including but not
limited to removal by the holders of Class C StociClass D Stock as the case may be, will be fitigdhe remaining Class C or Class D
directors, respectively.

The PKS Certificate of Incorporation provides thaist PKS Board actions require the approval of poritya of the members of the entire
PKS Board, except for certain matters which reqthiseapproval of two-thirds of the members of theSHBoard of Directors.

DIVIDENDS. Holders of the several classes of PK8omn stock are entitled to dividends when, as &dddlared by the PKS Board, but
only after provision is made for any dividends deetl on any PKS preferred stock. Dividends on tlas<CD Stock will be payable only out
of the Available Class D Dividend Amount; dividenais the Class B&C Stock will be payable only outted amount legally available
therefor, less the Available Class D Dividend Ambun

Subject to the limitations set forth above, the F&rd may at any time, in its sole discretion,l@ecand pay dividends on the Class B Si
and the Class C Stock only, on the Class D Stotk onon the Class B Stock, the Class C StocktaadClass D Stock in equal or unequal
amounts. However, any dividends per share deckmddaid on the Class B Stock and the Class C $task be in equal amounts. See "--
Equalizing Stock Dividends," below.

LIQUIDATION. Upon the liquidation or dissolution ¢fie Company, whether voluntary or involuntary, €S Certificate of Incorporation
provides that any funds remaining for distributtorthe holders of common stock shall be distribtediescribed below. The PKS Board of
Directors shall determine the value of the remajrdasets and shall allocate such value to a "Didédion Account” and a "B&C Liquidation
Account." Allocation to the D Liquidation Accourtt@l be in an amount equal to the value of the Biied Group assets plus an amount
equal to 50% of the
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aggregate stockholders' equity (whether positiveegrative) of PKS and any non-operating subsidiaafdPKS. Allocation to the B&C
Liguidation Account shall be in an amount equatht® value of the remaining assets. The PKS Boaall $ten make distributions as follows:

(a) First, each holder of Class B&C Stock shalph@l a liquidation preference in an amount equ&ilt®0 per share. The aggregate amot
such payments shall be deducted from the B&C Ligith Account. To the extent that the initial B&@juidation Account is not sufficient

to distribute $1.00 per share, the amount requoadach the Class B&C liquidation preference aD$lper share shall be deducted from the
D Liquidation Account.

(b) Second, each holder of Class D Stock shallaie @ liquidation preference in an amount equ&i2®0 per share. The aggregate amou
such distribution shall be deducted from the D ldgtion Account remaining after any deductions dbsd in paragraph (a) above. To the
extent that the D Liquidation Account is not suffitt to satisfy the aggregate amount of the Claguidation preference payments, an
amount necessary to reach such liquidation preteremy be deducted from any remaining balanceeiiB8C Liquidation Account.

(c) If, after satisfying the liquidation preferescgpecified in paragraphs (a) and (b) above, axbaleemains in the D Liquidation Account, an
amount equal to that balance shall be distributecrata to the holders of Class D Stock. Similaiflg, balance remains in the B&C
Liquidation Account, an amount equal to that ba¢asicall be distributed pro rata to the holderslas€B&C Stock.

Any determination by the PKS Board of Directorsas$et values for liquidation purposes shall bd ind may be based on the books and
records of the Company. The PKS Certificate of tpooation does not require the PKS Board to oldgipraisals or independent audits in
connection with such determination.

OWNERSHIP AND TRANSFER RESTRICTIONS. The PKS Céctife of Incorporation contains no ownership onsfar restrictions with
respect to the Class D Stock. Furthermore, purchadgeClass D Stock are not required to executarmase agreements as a condition to
such purchase.

Class B&C Stock may be owned only by employeefi@f@ompany and, with prior PKS Board approval, énain authorized transferees of
such employees (1.E., fiduciaries for the bendfinembers of the immediate families of employeesporations wholly owned by employees
or employees and their spouses and/or childrencifdies for the benefit of such corporations, ithes;, and fiduciaries for charities
designated by any such persons). Under the PK$iCatet of Incorporation, an employee of a subsigiaf which the Company owns at least
a 20 percent equity interest (or any joint venfareshich the Company and/or such subsidiary owreaatt a 20 percent equity interest), is
deemed to be an employee for purposes of Clase¢k @hd Class C Stock ownership and the attendamdfer restrictions. A director who is
a former employee may continue to own Class B StoxkClass C Stock. No more than ten percent abtlaé Class C Stock may be owned
by any one employee and certain transferees dtirmey Walter Scott, Jr., Chairman of the Board &hief Executive Officer of PKS, and his
authorized transferees may hold no more than 158eofombined Class B Stock and Class C Stockandstg at any time.

REPURCHASE AGREEMENT. Each holder of Class C Stisalequired to execute a repurchase agreement yhishides that a stockhold
may offer to sell all or part of the Class C Stowkned by such stockholder to the Company at ang &itrthe Class B&C Per Share Price and
that the Company must accept any such offer, vagment to be made within 60 days after the readipotice of the offer and of the stock
certificates offered by the stockholder. Upon #nedier of a part of such stockholder's shares efSQlaStock, the Company may, at its option,
require the stockholder to sell all of the ClasSt@ck held by such stockholder back to the Compdnger the repurchase agreement, the
employee may not transfer the shares of Class ¢k$teld by such employee except in a sale to the
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Company or a transfer to an authorized transfdrEe @ charity, etc.). Upon the death, terminatometirement of such employee, all Clas
Stock held by the employee and by such employe#®eazed transferees must be sold back to the @agnp

Under the repurchase agreement, an attempted fiezhtbansfer, whether voluntary or involuntarydeemed to constitute an offer by the
employee-owner which triggers the Company's dutgparchase. The attempted transferor or atteniaedferee then receives cash
payment at the Class B&C Per Share Price and iméeeé¢o have tendered the stock, which is treatedmaselled. An attempted prohibited
transfer during a suspension of repurchase dutieddibe treated as an involuntary transfer. The aatl purchase event would be deemed
complete, but payment would be deferred. See auditidiscussion under "-- Repurchase Duties," below

REPURCHASE OF EXCESSIVE STOCK. Upon a determinabipnhe PKS Board of Directors that the amount lafs€ C Stock held by an
employee and/or the employee's authorized traresisrexcessive in view of the Company's policy thatlevel of an employee's Class C
Stock ownership should reflect certain factorsluding but not limited to (a) the relative contrilmn of that employee to the economic
performance of the Company, (b) the effort beingfprth by such employee, and/or (c) the levelesfponsibility of such employee, the
Company has the option to repurchase from the graplor the employee's authorized transferee an rtnedstock that the PKS Board of
Directors, in its discretion, believes is approfmia

VOTING LIMITATION. If at any time a stockholder whowns ten percent or more of the outstanding GlaSsock also owns 50 percent or
more of the outstanding Class D Stock, the stoddralill lose the voting power related to such 6l&sStock. Voting power will be restored
when the stockholder's holdings of Class D Stoekraduced below the 50 percent level or when thekbblder's holdings of Class C Stock

are reduced below the ten percent level.

CLASS D FORMULA VALUE. The Class D Formula Valueaa amount equal to (a) the aggregate stockholeguity of the entities
comprising the Diversified Group (as shown on tbesolidated balance sheet contained in the auddesolidated financial statements of the
Diversified Group) as of the end of the precedisgdl year, plus (b) 50% of the aggregate stocldrsldequity (whether positive or negative)
of PKS (and any non-operating subsidiaries).

CLASS D PER SHARE PRICE. The Class D Per Shareesidetermined by increasing the Class D Formualé/by the portion of the fa
amount of any outstanding debentures convertilile@tass D Stock on the date of determination. rEiselting amount is then divided by the
sum of (x) the total number of shares of Class &xlStssued and outstanding at the end of the figeat and (y) the total number of shares
reserved for the conversion of convertible deberstattributable to the Diversified Group outstagdanthe end of the fiscal year. This
quotient is rounded to the nearest $0.05 and thénced by the amount of dividends declared on shate of Class D Stock since the end of
the prior fiscal year.

CLASS B&C FORMULA VALUE. The Class B&C Formula Vadus an amount equal to

(a) the total stockholders' equity of the Compaas/ghown on the consolidated balance sheet, ancedagmable stock not reflected in
stockholders' equity, contained in the audited obdated financial statements of the Company asmddnsolidated subsidiaries) as of the end
of the preceding fiscal year, LESS

(b) the sum of (i) the book value of the propeptgnt and equipment that are utilized or associatitiithe Company's ordinary and regular
course construction activities, (ii) the book vabieny preferred stock and related dividends, (@pdhe Class D Formula Value.

CLASS B&C PER SHARE PRICE. The Class B&C Per Shrxiee is determined by increasing the Class B&Gitda Value by the portion
of the face amount of any outstanding debenturesartible into Class C Stock, determined as ofathier fiscal year end. The resulting
amount is then divided by the sum of (x) the nuniddeshares of Class B Stock and Class C Stockdsand outstanding as of the prior fiscal
year end and (y) the number of shares of Clas€kSeserved for the conversion
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outstanding debentures into Class C Stock as gfribefiscal year end. This quotient is roundedh®e nearest $.05 and then reduced by the
amount of dividends declared on each share of @&aS&ck since the prior fiscal year.

REPURCHASE DUTIES. Holders of Class B&C Stock mayany time on or before the fifteenth day of aalendar month, offer to sell part
or all of their Class B&C Stock to the Companytst Class B&C Per Share Price by delivering thefate(s) representing such stock to the
Company, along with a written notice offering sstbck to the Company. Such offer must be accepteadbCompany, and payment made
for such stock (without interest), within 60 dajeathe receipt of such certificate(s) and suchtem notice by the Company. Similarly, prior
to the time the Class D Stock becomes Publicly ddatiolders of Class D Stock may, at any time ooedore the fifteenth day of any
calendar month, offer to sell all or part of th€lass D Stock to the Company at the Class D PeeStice by delivering the certificate(s)
representing such stock to the Company, along wiittten notice offering such stock to the Compa®ych offer must be accepted by the
Company, and payment made for such stock (withdateést), within 60 days after receipt of suchifieate(s) and such written notice by the
Company.

The PKS Board of Directors may suspend the Compatuty to repurchase Class B&C Stock upon its detetion that the Class B&C
Formula Value to be determined at the end of theeatifiscal year is likely to be less than an antaqual to the Class B&C Formula Value
determined at the end of the prior fiscal year thesaggregate amount of dividends declared o€thss B&C Stock during the current year.
The suspension period shall not last more tharyeaefrom the date of the PKS Board's declaratisuspension. During the suspension
period, PKS shall not accept any offer to repurelalsiss B&C Stock, if such offer is made voluntahy a stockholder. During such
suspension period, the Company must continue tarcépse the Class B&C Stock from stockholders upamination of employment, death,
or in the event of other involuntary transfers, @tpayment for such repurchases shall not banestjuntil after the end of the suspension
period, (b) such payment shall be made withoutéste and (c) the repurchase price shall be thes@®&C Per Share Price determined as of
() the end of the prior fiscal year, in the cafa suspension period that ends before July lefiical year (provided that such computation
of the Class B&C Per Share Price shall be redugetidoamount of dividends per share declared oCthes B&C Stock since the end of the
prior fiscal year), or (ii) in the case of a susgien period that ends after June 30 of a fiscat,tea end of the fiscal year during which the
suspension period ends.

The PKS Certificate of Incorporation contains aikinprovision applicable to the Class D Stock, ebhis triggered upon a PKS Board
determination of a probable decline in the Clagsobmula Value. The suspension provision applicéblihe Class D Stock differs from the
provision applicable to the Class B&C Stock becaasminating employees holding Class D Stock ateequired to sell such shares back to
the Company, nor is the Company under a duty toroyase such shares upon such termination. TheBoli& may suspend the repurchase
duties as to Class D Stock only, Class B&C Stodk,@r as to both classes. The PKS Board may afferentiate between Class B&C Stock
and Class D Stock as to the duration of the suspeipgriods.

LIMITATION ON CASH REPURCHASE DUTIES -- CLASS D STCK. For various reasons, the PKS Board may deterithat it is in the
best interest of the Company to limit the amountagh the Company expends in a given year to gitssfiuty to repurchase Class D Stock.
Accordingly, the PKS Certificate of Incorporatioantains provisions under which the obligation &f @ompany to repurchase Class D Stock
for cash may be limited after the Company has infestal year purchased shares of Class D Stodleren to the Company in an amount
equal to ten percent of the number of shares cf€dIaStock outstanding at the end of the priolfigear (the "Ten Percent Threshold").
During a given fiscal year, until the Ten Percehtéghold is reached and subject to the suspensiwsimns described under "Suspension of
Repurchase Duties," the Company must repurchasbaiés of Class D Stock tendered to the Compaiiter the Ten Percent Threshold is
reached, the PKS Board may declare that furthdr igsurchases will be limited. To enforce this tation, the following rules are embodied
in the Certificate of Incorporation. First, shacd<lass D Stock may be tendered
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to the Company for repurchase only during the fisstdays of each calendar month. Second, if thebeumf shares tendered exceeds the Ten
Percent Threshold and the PKS Board declares b#ferend of the month that further cash paymemsat in the best interest of the
Company, then the PKS Board shall also declareath#t the shares already tendered, a certairopatithe shares tendered by each
stockholder shall be purchased, with payment ih,caisd the remainder of such shares shall be psedhaut with payment by promissory
note. In setting the proportion of shares to belpased for cash, the PKS Board may set the propast that the cumulative shares sold
during the fiscal year is equal to the Ten Per@émeshold or the PKS Board may set some highergutiom. The promissory notes shall hi

a maturity date not later than 24 months afterdidite of tender. The PKS Board shall determinenterést rate and other terms of the notes
(including the Company's prepayment rights). Thé&MBo6ard may establish different terms for notediealple to later tender dates. Each
stockholder who would otherwise receive a noteaynpent for the purchase of certain shares mayaddstect to withdraw the tender of th
shares. The stockholder may not withdraw the tefatehose shares which the Company will purchasedsh. In the remaining months of
the fiscal year after the date of the PKS Boardidatation invoking the repurchase limitations, @wmpany will continue to purchase all
shares tendered (subject to the suspension prosisiescribed above), but payment for such shatébenin the form of promissory notes,
with such terms as the PKS Board may set, from tortame. The Company must make full payment wiihdays of the date of purchase at
the applicable Class D Per Share Price, withoet@st (except for interest accrued and payablerithdderms of any promissory note issued
to a stockholder). The Company's repurchase dwitbsrespect to Class D Stock will terminate whed & the Class D Stock becomes
Publicly Traded.

CONVERSION OF CLASS B&C STOCK INTO CLASS D STOCKnp stockholder may convert some or all of suchldtotder's shares of
Class B Stock and Class C Stock into shares os@aStock by providing to the Company a writtenice(a "Conversion Notice"), together
with the certificate or certificates representihg shares tendered for conversion. The Companyuegkpt Conversion Notices only during
the period from and including October 15 througt acluding December 15 of each year. Except agiged below, the conversion shall be
effective on January 1 (the "Conversion Date")deihg the Company's receipt of the Conversion Notis of the Conversion Date, the
converting stockholder shall be entitled to recaigdificates representing the number of sharedlags D Stock that bears the same ratio (the
"Conversion Ratio") to the number of shares sureesd for conversion as the Class B&C Per Share Rtithe Conversion Date bears to the
Class D Conversion Price at such date. The "Cla€sfversion Price" means, (X) in the case of a €mion Date before the Class D Stock
becomes Publicly Traded, the Class D Per Share Rsof the Conversion Date, or (y) in the case @bnversion Date after the Class D
Stock becomes Publicly Traded, the average traggliieg of the Class D Stock during the 20 tradingsdarior to the Conversion Date. The
Company shall issue certificates of Class D Stoasoinverting stockholders promptly after the déte (Ratio Date") the PKS Board of
Directors determines the applicable conversiomrdthe PKS Board of Directors shall determine stmtiversion ratio for the Class B&C Per
Share Price and the Class D Conversion Price pitgrafier the Company's consolidated financial stegmts for the fiscal year ended
immediately before the Conversion Date have bedtified by the Company's independent public accantst On the Conversion Date, a
converting holder shall cease to be a holder otthreverted Class B&C Stock, and shall instead becarnolder of that number of shares of
Class D Stock as such holder would have receivddsthieh conversion been based upon the ConversitmiR&ffect as of the Ratio Date in
the prior year. On the Ratio Date, such numbehafes of Class D Stock shall be adjusted autontigticethe number of shares determined
on the basis of the Conversion Ratio at the Comvef@ate. The Company may, but is not requiredrtake additional payments to conver
holders to reflect dividends that would have be&id pn any additional shares of Class D Stocktti@Company expects to issue to such
holder when the Conversion Ratio is finally detared. When such ratio is finally determined, the @any will pay to such holder (or the
holder will be required to reimburse to the Compaaryy amounts necessary so
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that the total payments to the holder (after takitig account any payments to the holder as destiibthe preceding sentence) reflect the
amount of dividends such holder would have receif/éte final Conversion Ratio had been known &t @onversion Date.

As an alternative to the conversion described abineeCompany may elect to repurchase any shat€kme$ B&C Stock tendered for such
conversion at the Class B&C Per Share Price aCtrerersion Date by providing written notice to teadering stockholder of such election
not later than the Conversion Date. The stockhdloler only if the stockholder is then an employétéhe Company or a subsidiary of which
the Company owns a 20% or greater equity interea) withdraw the shares tendered for conversi@mgttime before, or within 10 days
after, the Company provides written notice thdugis elected to repurchase the shares. Partial payanesuch tendered shares shall be made
within 60 days after the Conversion Date, and tilarxe shall be paid after the Company's finarst&ements are certified.

Conversion of Class B&C Stock into Class D Stockads permitted during any period in which the Comypaas suspended its repurchase
obligations with respect to Class B&C Stock or Gl&sStock.

CONVERSION OF CLASS D STOCK INTO CLASS C STOCK. Ustch time as the Class D Stock becomes Publicgled, in

connection with an annual offering of Class C Sticthe Company's employees, an offeree, in ligauothasing some or all of the offered
shares, may convert, at the ratio described bedome or all the offeree's shares of Class D Statckriot more than the number of shares of
Class C Stock offered. To exercise this right,dfieree must provide to the Company a written r@ofec "Conversion Notice"), together with
the certificate(s) representing the shares of daSsock tendered for conversion. The Company adgtlept Conversion Notices only within
20 days after an offer of Class C Stock is madariheceipt of such a Conversion Notice, the Com=ma)l issue to such offeree a certific
representing the number of shares of Class C Shatlbears the same ratio to the number of sharesrglered for conversion as the Class D
Per Share Price at the date the Company receiggsdhversion Notice bears to the Class B&C PereSRace at such date.

EQUALIZING STOCK DIVIDENDS. The PKS Board, by a noaity vote, may declare and pay stock dividendsdiuers of Class C Stock
such amounts as the PKS Board determines in itsalisn to be appropriate in order that the nunatbéssued and outstanding shares of C
C Stock and the number of issued and outstandiagestof Class D Stock will be approximately eghatommensurate stock dividend shall
be paid on the Class B Stock at the same timeathastock dividend is paid on the Class C Stock.

MANDATORY EXCHANGES. The PKS Certificate of Incorpation provides that the PKS Board has the optioretjuire certain exchanges
of Class B&C Stock or Class D Stock. However, raitbuch class may be exchanged in its entireheibther class has been, or is at that
time being, exchanged in its entirety.

If assets and liabilities of the Construction & litig Group are held directly or indirectly by a wiyabwned subsidiary of the Company (the
"Construction & Mining Group Subsidiary"), the PiB®ard may, in its sole discretion and by a twoethivote of the directors then in office,
exchange all of the outstanding shares of Class B&ck for all of the outstanding shares of comrstmtk of the Construction & Mining
Group Subsidiary, on a pro rata basis, each oflw$iares shall, upon such issuance, be fully paichan-assessable. The PKS Board may
not require such an exchange unless the Constnu&tidining Group Subsidiary has adopted a certtioaf incorporation containing
provisions substantially similar to the PKS Cectiie of Incorporation, but eliminating provisionmmphcable to the Class D Stock.

Similarly, if the assets and liabilities of the Bigified Group are held directly or indirectly byvaolly owned subsidiary of the Company (the
"Diversified Group Subsidiary"), the PKS Board mayits sole discretion and by a two-thirds voteh# directors then in office, exchange all
of the
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outstanding shares of Class D Stock for all ofdhtstanding shares of common stock of the Divegitbroup Subsidiary, on a pro rata basis,
each of which shares shall, upon such issuandellpgaid and non-assessable.

In a second form of exchange, unless and untiCllass D Stock has become Publicly Traded, the PE&dBmay, by a two-thirds vote,
require at any time an exchange of the outstarshiages of Class D Stock for shares of Class C Sidek number of shares of Class C Stock
to be issued in such exchange shall be determipdiobratio of the Class D Per Share Price to tlas<0B&C Per Share Price. If the holder of
Class D Stock is not eligible to own Class C Statich holder will be paid cash, without interest,the shares of Class D Stock owned by
such holder within 60 days after the effective ddtthe exchange, at the Class D Per Share Price.

NO PREEMPTIVE RIGHTS. Neither the holders of CI&8C Stock nor the holders of Class D Stock have pragmptive or ar-dilution
rights.

PKS CONVERTIBLE DEBENTURES

In the past, the Company has offered a new sefiesnwvertible debentures for sale each year taoegmployees who the PKS Board and
management determine have contributed significaatthe growth and performance of the Company. Bacies of debentures is issued in
fully registered form under an Indenture dated Jdyl$986, between the Company and FirsTier Bank Kth% "Indenture"). The Indenture is
qualified pursuant to the Trust Indenture Act 0829The Indenture does not limit the aggregatecgral amount of debentures which may be
issued and provides that debentures may be issorctime to time in one or more series. The Compamyently has outstanding convertible
debentures of the 1990 through 1994 series indhesgate principal amount of $7,720,000. A 199%eseasf debentures providing for the
issuance of a maximum of $3,000,000 of debentusasartible into Class C Stock has been authorinedragistered with the Commission,
although no debentures will be issued until Novermihd 995.

The terms of the debentures include those statttbiimdenture and those made a part of the Indebiureference to the Trust Indenture Act
of 1939 as in effect on the date of the Indentlihe following is a summary of such terms and thm$eof the repurchase agreement required
to be executed by the purchaser of a debenture.

BASIC FEATURES. Each series of debentures is issueNovember 1. Interest is payable annually onéviaver 1 of each year thereafter,
and on the maturity date, which is ten years dffterdate of issuance. If the debentures are cad/éro the Company's common stock (see
"Conversion Rights" below), interest ceases towon June 30 before the fifth year after issuafhibe.debentures are unsecured obligations
of the Company, and the holders thereof rank eguéth other unsecured creditors of the Companyankruptcy. The debentures are issued
only in registered form, without coupons, in denoations of $1,000 or any integral multiple therdirchasers are required to pay a
premium of $25 for each $1,000 in principal amoefrdebentures purchased.

CONVERSION RIGHTS. Holders may convert the debergunto a specified class of the Company's comrtmok gluring the month of
October in the fifth year after issuance. No ottamversion period is provided for, and if the holdees not convert such debenture to
common stock during this period, the conversiohtrig lost. The entire principal amount (no partiahversions are permitted) of a debenture
is convertible into whole shares of common stock ebnversion price, which is the formula priceted underlying common stock on the date
of issuance of the debentures. A cash paymentéiidlder is required upon conversion where necgs$savoid the issuance of fractional
shares. The conversion right is conditioned uperetkecution by a debentureholder of a repurchaseagent pertaining to the common st
acquired by means of the conversion. The convergitis will be adjusted to reflect stock splitlgek dividends, stock reclassifications or
certain corporate reorganizations between theafgterchase of the debentures and the date of csiove

Each 1990 Series Class C and D Debenture is capledrito pairs of shares of Class C Stock and £Iastock at a conversion price of
$40.45 per pair, the formula price of common staslof
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November 1, 1990, the date of issuance of the B#9i@s Class C and D Debentures. Each pair condistee share of Class C Stock and
share of Class D Stock. The 1991 Series Class ®dnebentures is also convertible into pairs ofsh@f Class C Stock and Class D Stock.
The 1992 and 1994 Series debentures are convertiblento shares of Class C Stock. In 1993, thezee separate series of debentures
issued, one convertible into shares of Class CkStad one convertible into shares of Class D Stobk. Exchange Offer applies only to the
1990 Series Class C and D Debentures, the 199&sSelass C and D Debentures and the 1993 Seriss BlBebentures.

OWNERSHIP AND TRANSFER RESTRICTIONS. Sales of tlbentures are conditioned upon the execution eparchase agreement by
the purchaser under which the purchaser agreds trainsfer the debentures except in a sale t€tdmpany. The Company must purchase
any debentures offered to it by debentureholdédrs.répurchase agreement also provides that thetlebs must be sold back to the
Company upon the death or retirement of the pusthaisthe debenture or the termination of the dalbreholder's employment with the
Company. In any of the above-described circumstartbe Company will buy back the debentures atae gqual to the principal amount
thereof, together with accrued interest from ttst ilaterest payment date to the date of such paechathe stated rate. No payment is mac
the Company with respect to the original bond ptemiln the event the Company is offered some, buah, of a debentureholder's
debentures, the Company may purchase all of sudet®debentures.

REDEMPTION. Upon not less than ten days' writtetiagg the Company may, at its option, redeem ait (ot less than all) of the debent.
of any given series at the principal amount thereafether with accrued interest from the lastregepayment date to the date fixed for
redemption at the stated rate. No payment is mgdbebCompany with respect to the original bondpuen. The Company may not redeem
debentures of any series during the one-month esioreperiod applicable to that series.

MODIFICATION OF INDENTURE. The Indenture permits dification or amendment thereof with the conserthefholders of not less th
two-thirds in principal amount of each series dbelgures, but no modification of the terms of pagtneonversion rights, or the percentage
required for modification will be effective agaireaty debentureholder without such holder's consent.

EVENTS OF DEFAULT AND WITHHOLDING OF NOTICE THEREOFO DEBENTUREHOLDERS. The Indenture provides fa th
following events of default with respect to eachieseof the debentures: (i) failure to pay intexgsbn any of the debentures of such series
when due, continued for a period of 60 days anddiiure to pay principal of the debentures offsseries when due, continued for a peric
60 days.

The trustee under the Indenture, within 90 dayer difte occurrence of a default with respect tortiqudar series of debentures, is to give the
holders of debentures of such series notice afefiults known to the trustee, unless cured poidhé¢ giving of such notice, provided that,
except in the case of default in the payment afqgipial or interest on any of the debentures of ssrles, the trustee may withhold such nc
if and so long as it in good faith determines thatwithholding of such notice is in the intereftte holders of debentures of such series.

Upon the happening and during the continuancedaffault with respect to a particular series of detees, the trustee may declare the
principal of all the debentures of such seriesthednterest accrued thereon due and payablef the default is cured, the holders of a
majority of such debentures may waive all defaaiftd rescind such declaration. Subject to the piavisof the Indenture relating to the du

of the trustee in case any such default shall lbaearred and be continuing, the trustee will beannt obligation to exercise any of its rights
or powers at the request, order or direction of@fithe debentureholders unless they shall hawredfto the trustee reasonable security or
indemnity. A majority of the holders of outstanditgbentures of such series will have the rightitect the time, method and place of
conducting any proceeding for exercising any remadjilable to the trustee with respect to the delven of such series.
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THE TRUSTEE. The Company maintains a demand depos@unt and conducts routine banking businesstivhrustee. The Indenture
contains limitations on the right of the trusteg aacreditor of the Company under other instrumeatebtain payment of claims in specified
cases, or to realize on certain property receimgdspect of any such claim as security or otherwis

AUTHENTICATION AND DELIVERY. The debentures may laeithenticated and delivered upon the written oofighe Company without
any further corporate action.

SATISFACTION AND DISCHARGE OF INDENTURE. The Indemt may be discharged upon payment or redemptiafi of the
debentures or upon deposit with the trustee ofdisulficient therefor.

MFS COMMON STOCK

The authorized number of shares of MFS Common S&2R0,000,000. Holders of MFS Common Stock atiled to one vote for each
share held on all matters submitted to a voteaxfldtolders and do not have cumulative voting rigHtslders of MFS Common Stock are
entitled to receive ratably such dividends, if amymay be declared by the MFS Board of Directatbfunds legally available therefor,
subject to any preferential dividend rights of aystanding preferred stock issued by MFS. Upoditjugdation, dissolution or winding up
MES, the holders of MFS Common Stock are entitterkteive ratably the net assets of MFS availalde the payment of all debts and other
liabilities and subject to the prior rights of amytstanding preferred stock issued by MFS. HoldéMdFS Common Stock have no
preemptive, subscription, redemption or conversights. All the outstanding shares of MFS Commarckiare fully paid and non-
assessable. The rights, preferences and privilggeslders of MFS Common Stock are subject to, mag be adversely affected by, the rig
of the holders of shares of any series of prefestedk issued by MFS. The MFS Board of Directorauthorized, subject to any limitations
prescribed by law, without stockholder approvalissue preferred stock in one or more series. Bach series of preferred stock shall have
such rights, preferences, privileges and restnstiincluding voting rights, dividend rights, consien rights, redemption privileges and
liquidation privileges, as shall be determined iy MFS Board of Directors.

MFS PREFERRED STOCK

Pursuant to the terms of the Certificate of Dedignawith respect to the MFS Preferred Stock (tGertificate of Designation"), each share
MFS Preferred Stock has the right to five votesbmatters presented to the MFS stockholders. Kia&granted to MFS an irrevocable
proxy to vote all of the shares of MFS Preferreac&tin proportion to the vote of the holders of MEBmmon Stock on all matters other than
the election of MFS directors and matters as tatvhiolders of the MFS Preferred Stock vote as aradép class under Delaware corporation
law. The shares of MFS Preferred Stock distribirtettie Spin-off will be subject to this irrevocalgeoxy. The MFS Preferred Stock will be
convertible into shares of MFS Common Stock attamg after the first anniversary of the date otisce at a conversion price of $43.125
(representing an effective conversion rate of 01832 shares of MFS Common Stock for each shareR8 Mreferred Stock converted,
assuming that the MFS Preferred Stock has a vdl#i#.00 per share, which is based upon the redemptice of the MFS Preferred Stock
$1.00 per share). Dividends on the MFS PreferrediSuwill accrue at the rate of 7 3/4% per annum witidbe payable in cash. Dividends
will be paid only when, as and if declared by thE$/Board of Directors. As a result of certain fietns on MFS's ability to pay cash
dividends that are contained in MFS's existing @gseements, it is currently anticipated thathimnear future, the dividends on the MFS
Preferred Stock will not be declared, but will daoe to accrue. Upon conversion, holders will betled to receive an amount, payable at
MES's election in cash or shares of MFS CommonkStegual to all accrued but unpaid dividends irpees of the shares surrendered for
conversion. If MFS elects to pay all unpaid dividetin respect of the shares of MFS Preferred Strudtered for conversion in shares of ©
Common Stock, the number of shares of MFS Commook3b be issued in respect of these unpaid didderill be determined by a
formula where the total amount of unpaid dividetalbe paid on each share of MFS Preferred Stodivided by the "Fair Market Value" of
a share of MFS Common Stock. "Fair Market Value" is
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defined, in general, as (i) if the MFS Common Stiscksted on any national securities exchangdeasdaqg National Market, the average
of the last sales price of the MFS Common Stoclefmh day in the 30 trading day period prior todage of conversion, (i) if the MFS
Common Stock is not so listed, on the basis oftreage of the mean between the closing bid aretgsices for the MFS Common Stock
for each day in the 30 trading day period prioth® date of conversion and (iii) if the MFS Comn&tock is not so listed and if there are no
such closing bid and asked prices, on the bagisedfair market value per share as determined &yRS Board. The shares of MFS
Preferred Stock will be redeemable at the optioMBS at any time after the sixth anniversary ofdhaée of issuance at a redemption price of
$1.00 per share, plus accrued and unpaid dividdridsredemption price will be payable, at MFS's#da, in cash or shares of MFS
Common Stock.

The MFS Preferred Stock cannot be sold or traresdidoy the recipient thereof in the Spin-off withtlué consent of MFS until six years after
issuance, except (i) upon the death of the holalsuth person's executors, administrators, testamysinustees, heirs, legatees or
beneficiaries, but not any subsequent sale orfeabyg such, except in accordance with the ternth®{Certificate of Designation, (i) to a
holder's family members or a trust created by tiddr solely for the benefit of the holder's spousgldren or other family members, but not
any subsequent sale or transfer by such, excemiciordance with the terms of the Certificate ofi@mation; provided, such family membei
trust acknowledges in writing prior to such saléransfer the existence and enforceability of thevbcable proxy described above, and

(iii) the pledge or hypothecation by a holder af ghares of MFS Preferred Stock to secure a BONDEHban to such holder from any bank,
broker, insurance company or other institution geglain lending activities in the ordinary coursétstusiness; provided, however, that such
lender may be required to convert such MFS PredeBteck into MFS Common Stock in the event of &¢twsure action.

LEGAL MATTERS

The legality of the stock of PKS being offeredhe Exchange Offer is being passed upon for PKSublyeBland, Asbill & Brennan. In
addition, certain U.S. tax matters are being pasped for PKS by Sutherland, Asbill & Brennan.

The legality of the stock of MFS to be distributadPKS in the Spin-off is being passed upon for MiySWillkie Farr & Gallagher, New
York, New York.

EXPERTS

The consolidated financial statements of Peter Ki€ans', Inc., the financial statements of the €auttion & Mining Group and the
financial statements of the Diversified Group aPetember 31, 1994, and December 25, 1993, arehftr of the three years in the period
ended December 31, 1994, incorporated in this Radgp by reference to the Annual Report on Forrk td-Peter Kiewit Sons', Inc., for the
year ended December 31, 1994, have been so inetepddn reliance on the reports of Coopers & LydrdnL.P., independent accountar
given on the authority of that firm as experts @@unting and auditing.

The consolidated financial statements of MFS Conipations Company, Inc. as of December 31, 19941888 and for each of the three
years in the period ended December 31, 1994, incatgd in this Prospectus by reference to the AnReport on Form 1-K of MFS
Communications Company, Inc. for the year endedebder 31, 1994, have been so incorporated in relian the report of Coopers &
Lybrand, L.L.P., independent accountants, givetherauthority of that firm as experts in accountamgl auditing.

The consolidated financial statements of Centegmahagement, Inc. as of December 31, 1993 anddr@®or the years ended December
31, 1993, 1992 and 1991, incorporated in this Rross by reference have been so incorporatedianogl upon the report of KPMG Peat
Marwick, LLP, independent certified public accourts on authority of that firm as experts in audjtand accounting.
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The balance sheets of Cylix Communications Corjparats of December 31, 1993 and 1992, and theetbkiatements of operations,
stockholder's equity and cash flows for each ofyers in the two-year period ended December 333 Iffcorporated in this Prospectus by
reference to the Current Report on Form 8-K of MESnmunications Company, Inc., dated November 24,189 amended by Form 8-K/A
Amendment No. 1 on December 13, 1994, have be@rcemorated in reliance on the report of Leon Gantén & Co., independent
accountants, given on the authority of that firmeagerts in accounting and auditing.

CERTAIN DEFINITIONS

AVAILABLE CLASS D DIVIDEND AMOUNT -- that amount wihch is the lesser of (a) the amount legally avaddor dividends on PKS
stock and (b) an amount equal to (i) the Class BniEta Value minus (i) dividends on Class D Stoekldred during the current year.

CLASS B STOCK -- the Class B Construction & Mini@goup Nonvoting Restricted Redeemable ConvertiblehBngeable Common Stock
of PKS, par value $0.0625 per share.

CLASS B&C FORMULA VALUE -- the formula value, detained on an annual basis in accordance with théfiCate of Incorporation, of
the Construction & Mining Group used as a basigitermining the Class B&C Per Share Price, as fiutisedescribed under "Description
of Securities -- PKS Stock" herein.

CLASS B&C PER SHARE PRICE -- the per share pricéhefClass B Stock and Class C Stock, based o@lt#ss B&C Formula Value,

which is in accordance with the Certificate of Ifqparation applicable to PKS's purchases of ClaS¢d8k and Class C Stock and to the
determination of the conversion ratios used in eoting Class B Stock and Class C Stock to ClassobkSand Class D Stock to Class C
Stock, as more fully described under "Descriptib&ecurities -- PKS Stock" herein.

CLASS C STOCK -the Class C Construction & Mining Group RestricReleemable Convertible Exchangeable Common Stoek 8, pal
value $0.0625 per share.

CLASS C AND D DEBENTURES -- collectively, PKS's 1®Series Convertible Debentures due October 31) 26Avertible into Class C
and Class D Stock and PKS's 1991 Series ConveRidlbentures due October 31, 2001 convertible ilds<CC and Class D Stock.

CLASS D DEBENTURES -- PKS's 1993 Series Class Dvedible Debentures due October 31, 2003 convertitib Class D Stock.

CLASS D FORMULA VALUE -- the formula value, detem@&d on an annual basis in accordance with theffcaté of Incorporation, of the
Diversified Group used as a basis for determinireg@lass D Per Share Price, as more fully describddr "Description of Securities -- PKS
Stock" herein.

CLASS D PER SHARE PRICE -- the per share pricéhefG@lass D Stock, based on the Class D Formulagyalhich is in accordance with
the Certificate of Incorporation applicable (priorthe time the Class D Stock becomes Publicly @dado PKS's purchases of Class D Stock
and to the determination of the conversion ratsedun converting Class B Stock and Class C Sm&ass D Stock and Class D Stock to
Class C Stock, as more fully described under "De8on of Securities -- PKS Stock" herein.

CLASS D STOCK -- the Class D Diversified Group Certible Exchangeable Common Stock of PKS, par véue625 per share.
CONSTRUCTION & MINING GROUP -- the Company's comstion and certain mining businesses.
DIVERSIFIED GROUP -- the Company's businesses dtiaart its construction and certain of its miningibesses.
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EXCHANGE OFFER -- the offer by PKS to exchangedliass D Stock for outstanding Class B Stock and<C& Stock, (ii) Class C Stock
and Class D Stock for outstanding Class C and DebDeeioes, and (iii) Class D Stock for outstandingsSID Debentures, all upon the terms
and conditions contained in this Prospectus and ¢fter of Transmittal.

EXCHANGEABLE DEBENTURES -- collectively, the ClaBsDebentures and the Class C and D Debentures.
EXCHANGEABLE SECURITIES -- collectively, the Exchgmable Debentures and the Exchangeable Stock.

EXCHANGEABLE STOCK -- collectively, the shares ofa8s B Stock and Class C Stock exchangeable fas@aStock pursuant to the
Exchange Offer.

GROUPS -- collectively, the Construction & Miningdbip and the Diversified Group.
KCG -- Kiewit Construction Group Inc., a Delawa@ goration and a wholly owned first-tier subsidiafyPKS.
KDG -- Kiewit Diversified Group Inc., a Delawarerpomration and a wholly owned first-tier subsidiafyPKS.

LETTER OF TRANSMITTAL -- a letter sent to all holdeof Exchangeable Securities which sets forthageterms and conditions of the
Exchange Offer and which must be signed by a halfiéxchangeable Securities and returned to PK@é¥Expiration Date in order to
validly tender Exchangeable Securities. Separatasmf such letters will be sent to (i) holdersatéss B Stock,

(i) holders of Class C Stock and (iii) holdersEbéchangeable Debentures.

MES -- MFS Communications Company, Inc., a Delavwamporation.
MFS BOARD OR MFS BOARD OF DIRECTORS -- the boardloEctors of MFS as constituted from time to time.
MFS COMMON STOCK -- the common stock of MFS, paluea$.01 per share.

MFS PREFERRED STOCK -- the Series B convertibldegred stock of MFS, par value $.01 per shareaiskuin connection with the MFS
Recapitalization.

MFS RECAPITALIZATION --the transfer by KDG of 2,900,000 shares of MFS @mm Stock to MFS in exchange for 15,000,000 shair
MFS Preferred Stock, all as described in this Rrosys.

OFFERED STOCK -- shares of Class C Stock and MaStock issuable in exchange for Exchangeable 8m=upursuant to the Exchange
Offer.

PKS OR THE COMPANY -- Peter Kiewit Sons', Inc., al@ware corporation.
PKS BOARD OR PKS BOARD OF DIRECTORS -- the boardiiméctors of PKS as constituted from time to time.
PKS CERTIFICATE OF INCORPORATION -- the Restatedtfieate of Incorporation of PKS as in effect dretdate of this Prospectus.

PUBLICLY TRADED -- the Class D Stock shall be "Pigb} Traded" from and after that point in time atish the Class D Stock is listed or
guoted on any national securities exchange or Npsdthe PKS Board of Directors has determinedtth@Class D Stock is otherwise
publicly traded.

SPIN-OFF -- the dividend distribution by PKS of ellthe shares of MFS Common Stock and MFS Prefe8teck held by PKS to holders of
Class D Stock as of the Spin-off Date, all as desdrin this Prospectus.

SPIN-OFF STOCK -- shares of MFS Common Stock anéMFeferred Stock received by holders of ClassdakSin the Spin-off.
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PRO FORMA FINANCIAL INFORMATION

The pro forma financial information of PKS, Kiev@bnstruction & Mining Group and Kiewit Diversifigdroup, respectively, has been
prepared to give effect, as further described betokthe MFS Recapitalization, the Exchange Offat the Spin-off (together, the
"Transactions"). The pro forma financial informatiassumes, in two separate scenarios, that 3 m{fBoenario 1) and 5 million (Scenario 2)
shares of Exchangeable Stock and all the ExchategBabentures are exchanged in the Exchange Gffdescribed herein. Scenario 1
reflects PKS's estimate of the number of shar&xohangeable Stock likely to be tendered in thehBrge Offer, based upon the tender
indications that PKS has received from memberb®RKS Board of Directors and members of the KC@r8mf Directors, and PKS's
estimates of the likely number of additional tersd&cenario 2 is set forth solely to illustrateithpact of the tender of substantially more
shares than anticipated by PKS. PKS does not leetfeat a tender of 5,000,000 shares is likely.

The pro forma condensed statements of operatiartedahree months ended March 31, 1995 and foy¢he ended December 31, 1994, of
PKS, Kiewit Construction & Mining Group and Kiewltiversified Group assume that the Transactions wensummated on January 1, 1995
and December 26, 1993, respectively. The conddresladce sheets of PKS and the respective GrouplshMarch 31, 1995 assume that the
Transactions were consummated as of such date.

The pro forma financial information is not intendedeflect results of operations or the finangiasition of PKS, Kiewit Construction &
Mining Group or Kiewit Diversified Group, which ally would have resulted had the Transactions leéfected on the dates indicated.
Moreover, the pro forma information is not intendedbe indicative of future results of operationsioancial position of PKS, Kiewit
Construction & Mining Group or Kiewit Diversified rGup.

The pro forma financial information should be réadonjunction with PKS', Kiewit Construction & Mimg Group's and Kiewit Diversified
Group's historical financial statements, and thie:ithereto, contained in PKS' Annual Report omFd0-K for the year ended December 31,
1994 and selected exhibits thereto and QuarterhoR@®n Form 10-Q for the quarter ended March 3B51and selected exhibits thereto, all
of which are incorporated herein by reference.
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REPORT OF INDEPENDENT ACCOUNTANTS

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

We have examined the pro forma adjustments refigdtie transactions described in the accompanyitesrand the application of those
adjustments to the historical amounts in the ac@nying pro forma consolidated condensed statenfejarations of Peter Kiewit Sons',
Inc. for the year ended December 31, 1994. Thdgrrmna consolidated condensed statement of opesaisoterived from the historical
financial statements of Peter Kiewit Sons', Inal Subsidiaries, which were audited by us, incorqatdy reference herein. Such pro forma
adjustments are based upon management's assungeiseried in the accompanying notes. Our exanoinatas made in accordance with
standards established by the American Institu@esfified Public Accountants and, accordingly, udgd such procedures as we considered
necessary in the circumstances.

In addition, we have reviewed the related pro foadpistments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma consolidated condensed talsimeet of Peter Kiewit Sons', Inc. and Subsigiaas of March 31, 1995 and the pro
forma consolidated condensed statement of operatirthe three months then ended. The pro formaal@ated condensed financial
statements are derived from the historical findrati@ements of Peter Kiewit Sons', Inc. and Suasas, which were reviewed by us,
incorporated herein by reference. Such pro fornjasatients are based upon management's assumpgistisbed in the accompanying not
Our review was made in accordance with standartabléshed by the American Institute of Certifieddfa Accountants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. 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 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 column reflects the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
consolidated condensed statement of operatiorthdéoyear ended December 31, 1994.

A review is substantially less in scope than antathte objective of which is the expression ofogainion 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 apptceof such adjustments to the pro forma constdid@ondensed balance sheet as of
March 31, 1995, and the pro forma consolidated ensdd statement of operations for the three mah#imsended. Based on our review,
however, nothing came to our attention that causeith believe that management's assumptions doraeide a reasonable basis for
presenting the significant effects directly atttéthle to the above-mentioned transactions descitbfte accompanying notes, that the related
pro forma adjustments do not give appropriate étfethose assumptions, or that the pro forma coldoes not reflect the proper application
of those adjustments to the historical financiateshent amounts in the pro forma consolidated aw®ttbalance sheet as of March 31, 1995,
and the pro forma consolidated condensed stateofi@perations for the three months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
June 9, 1995
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1994
AND THREE MONTHS ENDED MARCH 31, 1995

(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

] NAUDITED)

YEAR ENDED DECEMBER 31, 1994 THREE MONTHS ENDED MARCH 31, 1995
OTHER OTHER
ADJUSTMENTS ADJUSTMENTS
HISTORICAL MFS (NOTE 2) PKS PRO FORMA HISTORICAL MFS (NOTE 2) PKS PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT S)
Revenue..........cccceeeee $ 2,991 $287 $-- $ 2704 $ 681 $118 $- $ 563
Cost of Revenue.............. (2,650) (342) - (2,308) (636) (149) (487)
341 (55) 396 45 (31) 76

General and Administrative

EXpEenses........c.coeeune (311) (81) (230) (81) (26) (55)
Operating Earnings (LosS).... 30 (136) 166 (36) (57) 21
Other Income (Expense):

Gain on Subsidiary's Stock

Transactions, net......... 54 -- (54)(a) - 3 - 3)(@)

Investment Income, net..... 67 24 - 43 18 3 - 15

Interest Expense, net...... (79) (41) - (b) (38) 27) (9 - (b) (18)
Other, net.......cccc.... 15 - -- 15 7 1) - 8

57 (17) (54) 20 1 @ 3) 5

Earnings (Loss) before Income

Taxes and Minority Interest

in Net Losses (Gains) of

Subsidiaries................ 87 (153) (54) 186 (35) (64) 3) 26
Provision for Income Taxes... 27 2 19(c) (10) (10) -- 1(c) 9)
Minority Interest in Net

Losses (Gains) of

Subsidiaries................ 50 -- (49)(d) 1 19 (22)(d) 3)
Net Earnings (LOSS).......... $ 110 $(151) $(84) $ 177 $ (26) $ (64)

$(24) $ 14

to
Class B & C Stock.......... $ 77 $ 7% ) $ 3)
Class D Stock.............. $ 33 $ 102 $ (24) $ 17
Earnings (Loss) Per Common
and Common Equivalent Share:
ClassB&C......ccco... $ 492 $ 588 $ (.16) $ (.26)
Class D......ccovvveuennne $ 163 $ 473 $ (119 $ 75
Weighted Average Shares
Outstanding:
ClassB &C......cceeeus 15,697,724 12,757,653(e) 13,909,422 10,969,351(e)
Class D.....ccoovvennnne 20,438,806 21,636,604(e) 21,265,769 22,606,978(e)

The accompanying notes are an integral part oktpes forma financial statements.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1994
AND THREE MONTHS ENDED MARCH 31, 1995

(SCENARIO 2 ASSUMING 5 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

( UNAUDITED)
YEAR ENDE D DECEMBER 31, 1994 THREE MONTHS ENDED MARCH 31, 1995
OTHER OTHER
ADJUSTMENTS ADJUSTMENTS
HISTORICAL MFS (NOTE 2) PKS PRO FORMA HISTORICAL MFS (NOTE 2) PKS PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUN TS)
Revenue..........c.coceeuees $ 2,991 $287 $-- $ 2,704 $ 681 $118 $-- $ 563
Cost of Revenue............... (2,650) (342) (2,308) (636) (149) (487)
341 (55) 396 45 (31) 76
General and Administrative
EXpenses.........ccccoeuenne (311) (81) (230) (81) (26) (55)
Operating Earnings (L0sS)..... 30 (136) 166 (36) (57) 21
Other Income (Expenses):
Gain on Subsidiary's Stock
Transactions, net.......... 54 -- (54)(a) - 3 - 3)(a) -
Investment Income, net...... 67 24 - 43 18 3 - 15
Interest Expense, net....... (79) (41) - (b) (38) 27) 9 - (b) (18)
Other, net.................. 15 - - 15 7 1) - 8
57 (17) (54) 20 1 3) 5
Earnings (Loss) before Income
Taxes and Minority Interest
in Net Losses (Gains) of
Subsidiaries................. 87 (153) (54) 186 (35) (64) 3) 26
Provision for Income Taxes.... 27 2 19(c) (10) (20) -- 1(c) 9)
Minority Interest in Net
Losses (Gains) of
Subsidiaries................. 50 -- (49)(d) 1 19 -- (22)(d) ?3)

Net Earnings (LOSS)........... $ 110 $(151)

Earnings (Loss) Attributable
to:

$84) $ 177 $  (26)$(64)

$(24) $ 14

Class B & C Stock........... $ 77 $ 74 % (2 G
Class D....coeevvernnnn. $ 33 $ 103 % (24) $ 17
Earnings (Loss) Per Common and
Common Equivalent Share:
Class B&C...cceenenee $ 492 $ 684 $ (16) $  (37)
Class D....coeevvevnnnn. $ 163 $ 463 $ (114 $ .74

Weighted Average Shares
Outstanding:
ClassB & C......ccccueune 15,697,724

Class D......cccoceevuenee. 20,438,806

10,757,653(e) 13,909,422

The accompanying notes are an integral part oktpes forma financial statements.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET
(UNAUDITED)

MARCH 31, 1995

(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

ASSETS
ADJUSTMENT S PKS
HISTORICAL MFS  (NOTE 3) PRO FORMA
CURRENT ASSETS:
Cash and cash equivalents.........cccccoeeeeeeee. L. $ 392 $ 44 % - $ 348
Marketable securities.......c.ccccovcvveeeeeeee. 706 205 - 501
Receivables, net.........cccoccvveeviinenenne 372 74 - 298
Costs and earnings in excess of billings on uncom
CONrACES....ciiiiieeieeee e 143 25 -- 118
Investment in construction joint ventures........ 50 - - 50
Deferred income taxes.........cccccovvevvveeenne 68 - - 68
Other......oooiiiice e 102 4 - 58
Total Current Assets.........cccoeeuvveeene 1,833 392 -- 1,441
Property, Plant and Equipment, net................. 1,350 765 - 585
INVEStMENtS........ooevviiiiiiiiieceeen 425 - -- 425
Intangible Assets, net..........cccccvvveveeeennn. 755 395 - 360
Other ASSetS......cocuveveeiiiiiieee e 86 3 - 83
$ 4449 $ 1555 $ -- $ 2,894
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable.........cccccovvviniceneee. $ 338 $ 131 $ -- $ 207
Current portion of long-term debt:
Telecommunications.........ccoevvevvccicene 28 19 - 9
Other e s 5 - (1 )(@) 4
Accrued costs and billings in excess of revenue o n uncompleted
CONLrACES...co i e, 150 29 -- 121
Accrued iNSUranNCe COSES......ccovvvveeevvcicees s 771 - - 71
Other..coiiiieee e, 192 62 12 (b) 142
Total Current Liabilities.........ccceeeeee. 784 241 11 554
Long-term Debt, less current portion:
Telecommunications...........ccccceevvveeenne 845 561  -- 284
Other......ccccoviieeeiiinn. . 84 - (2 )(@) 82
Deferred Income Taxes........cccvcvveveeiiunnnn. 290 - (93 )(c) 197
Retirement Benefits............... 48 - - 48
Accrued Reclamation COStS.............ccoveeennes 105 - -- 105
Other Liabilities.............c..c..... 137 24 - 113
Minority Interest.........ccccceeeiiiiiieeenns 436 10 (240 )(d) 186
Stockholders' Equity:
Preferred StoCK.......coocvvvevvciiieiiieeeee - - -- --
CommON StOCK....coceiiiiiiiiiiiieeeeeeee e,
Class B shares outstanding: historical -- 884,4 00, pro forma
D e, - - -- --
Class C shares outstanding: historical -- 13,00 6,455, pro
forma -- 10,950,784 ......cccoviivveeancces e 1 - - 1
Class D shares outstanding: historical -- 21,25 1,591, pro
forma -- 22,592,800.........cccccvrrerriinnns 1 - - 1
Additional paid-in capital......... 180 - 3 (@ 183
Foreign currency adjustment (5) 2 - @)
Net unrealized holding gains (losses)............ 4 2 - 6
Retained earnings........ccccceevvcvveeeniceees e 1,539 719 (12 )(b)
93 (c)
240 (d) 1,141
Total Stockholders' Equity......cccccceeeeeee. 1,720 719 324 1,325
$ 4449 $ 1555 $ -- $ 2,894

The accompanying notes are an integral part ofgtiforma financial statemer
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET
(UNAUDITED)

MARCH 31, 1995

(SCENARIO 2 ASSUMING 5 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

ASSETS
ADJUSTMEN TS PKS
HISTORICAL MFS (NOTE 3) PRO FORMA
(DOLLARS IN MILLION S)
Current Assets
Cash and cash equivalents............c...c....... $ 392 $ 44 $-- $ 348
Marketable securities . 706 205 -- 501
Receivables, net..........ccoccoveeviiineeenne 372 74 - 298
Cost and earnings in excess of billings and uncom pleted contracts... 143 25 - 118
Investment in construction joint ventures........ 50 - - 50
Deferred income taxes.........ccccceveevvveeenne 68 - - 68
Other......ooooiiiee e 102 44 - 58
Total Current ASSets........ccccoecuveeeerninennn. 1,833 392 -- 1,441
Property, Plant and Equipment, net................. 1,350 765 - 585
INVEStMENtS........oveiviiiiieiiecceeen 425 - - 425
Intangible Assets, net 755 395 - 360
Other ASSetS.......ccuvvveeiiiiiieee e 86 3 - 83
$4,449 $1,555 $-- $2,894
LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable.........ccccceevvveeiieeeeees e, $ 338 $ 131 $-- $ 207
Current portion of long-term debt:

Telecommunications...........cccceeevvveeeenne 19 -- 9
[© 1= SR - D)(a ) 4
Accrued costs and billings in excess of revenue o
CONrACES....coiiiiiiieieeece e 29 - 121
Accrued insurance costs. - - 71
Other......ooooiiiieeeee 62 12(b) 142
Total Current Liabilities.............ccccceeunee 241 11 554
Long-term Debt, less current portion:

Telecommunications............ccccevvrvneeennne 561 -- 284

Other.....ccccovviveiiiie. - 2)(a ) 82
Deferred Income Taxes........cccovcvveveeiiunnenn. - (93)(c ) 197
Retirement Benefits................. . - - 48
Accrued Reclamation COStS.............cccveeennes - - 105
Other Liabilities..................... 24 - 113
Minority Interest.........cccccveeiiiiiienenns 10 (240)(d ) 186
Stockholders' Equity:

Preferred StOCK.......coocvvveeiviiicieeee - - - --

Common Stock

Class B shares outstanding: historical -- 884,4 00, pro forma --

O e - - - -

Class C shares outstanding: historical -- 13,00 6,455, pro forma --

8,950,784 ..o e 1 - - 1

Class D shares outstanding: historical -- 21,25 1,597, pro forma --

23,440,933 . e 1 - - 1
Additional paid-in capital............cccecceee.. s 180 -- 3(a) 183
Foreign currency adjustment...................... . . (5) 2 - (7)
Net unrealized holding gains (losses)............ 4 2) - 6
Retained earnings...........ccccoevvveeeennnen. 1,539 719 (12)(b )

93(c)
240(d) 1,141
Total Stockholders' EQUItY......cccccovvceeeees s 1,720 719 324 1,325
$4,449  $1,555 $-- $2,894

The accompanying notes are an integral part ofgtiforma financial statemer
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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 formasetidated condensed financial statements of PK$@asented based upon the
historical consolidated financial statements ardrtbtes thereto of PKS, as adjusted to removeatengs statement and balance sheet
accounts of MFS and to give effect to certain olements of the MFS Recapitalization, the Exchadffer and the Spin-off, (together, the
"Transactions"). The pro forma information assunreswo separate scenarios, that 3 million (Scendyiand 5 million (Scenario 2), share:
the Exchangeable Stock and all the Exchangeableetes are exchanged in the Exchange Offer. Sucfopma financial statements
should be read in conjunction with the separat®tical consolidated financial statements and ttesithereto of PKS, incorporated herein
by reference. Such pro forma financial statemergsat necessarily indicative of the future resafteperations or financial position.

Completion of the Transactions has been assumled & of March 31, 1995 in the pro forma consadidaibndensed balance sheet and as of
December 26, 1993 and January 1, 1995, in thegonod consolidated condensed statements of opesdtiotthe year ended December 31,
1994 and the three months ended March 31, 1993¢ctgely.

The significant accounting policies followed by PKigscribed in the notes to its historical consd#d financial statements incorporated
herein by reference, have been used in preparengdbompanying pro forma consolidated condensemdial statements.

2. STATEMENTS OF OPERATIONS PRO FORMA ADJUSTMENTS described in Note 1, the historical consolidatatdements of
operations for PKS have been adjusted to removimtimene and expenses of MFS and to give effecettam other elements of the
Transactions. The other adjustments made in préparaf the PKS Pro Forma Statements of Operatimasiescribed below:

(a) Adjustment made to reverse the gain recogrfimed MFS stock transactions that would not havenbreeorded if the Transactions were
completed at the beginning of the periods.

(b) No adjustment has been made for the decrednteiest expense due to the assumed exchange Biktthangeable Debentures as the
adjustment is less than $1 million.

(c) Adjustment made to reflect the tax effect @& #bove adjustments.

(d) Adjustment made to reverse the minority inteileshe loss of MFS that would not have been rdediif the Transactions were completed
at the beginning of the periods.

(e) Scenario 1 assumes 3,000,000 shares of Exchigleggtock are exchanged for Class D Stock andasiced assumes that 5,000,000 sh
of Exchangeable Stock are exchanged for Class EkStinthe prior year end conversion ratio. Thefprma weighted average shares also
include an additional 59,929 Class C shares arill6Class D shares attributable to the exchangeedExchangeable Debentures.

3. BALANCE SHEET PRO FORMA ADJUSTMENTS As describiedNote 1, the historical consolidated balancessbé&PKS has been
adjusted to remove the balance sheet of MFS agivéoeffect to certain other elements of the Tratisas. The paid-in capital and retained
earnings of MFS have been combined and reflectedtamed earnings on the balance sheet of MFSuoses of this pro forma
presentation. The other adjustments made in préparaf the PKS Pro Forma Consolidated CondenséanBa Sheet are described below:

(a) Adjustment made to reflect the exchange obBkehangeable Debentures for Class C and Class éx.Sto
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

3. BALANCE SHEET PRO FORMA ADJUSTMENTS (CONTINUED)
(b) Adjustment made to record the accrual of cergstimated corporate United States Federal indawes attributable to the corporate built-
in gain on the stock of MFS being distributed ta@i@ non-United States Class D stockholders.

(c) Adjustment made to reverse certain deferrediadities recognized on gains from MFS stocknBactions that are no longer payable.
(d) Adjustment made to record the reversal of thonity interest in MFS.

4. EARNINGS PER SHARE Primary earnings per shareoaimon stock have been computed using the weigiveichge number of shares
outstanding during each period. Fully diluted eagsiper share have not been presented becausar¢hegt materially different from prima
earnings per share.

5. OTHER MATTERS In 1974, a subsidiary of the Compé'Kiewit"), entered into a lease with Whitneyigdits, Inc., a Wyoming
charitable corporation ("Whitney"). Whitney is tbener, and Kiewit is the lessee, of a coal depositerlying a 1,300 acre tract in Sheridan
County, Wyoming. The coal was rendered unmineapliné Surface Mining Control and Reclamation Actl®¥7 ("SMCRA"), which
prohibited surface mining of coal in certain allaiwalley floors significant to farming. In 1983jevit and Whitney filed an action, titled
WHITNEY BENEFITS, INC. AND PETER KIEWIT SONS' CO..MHE UNITED STATES, in the U.S. Court of Federdaiths ("Claims
Court"), alleging that the enactment of SMCRA cidostd a taking of their coal without just competima In 1989, the Claims Court ruled
that a taking had occurred and awarded plaintifés977 fair market value of the property ($60 ioml) plus interest. In 1991, the U.S. Court
of Appeals for the Federal Circuit affirmed the idaan of the Claims Court and the U.S. Supreme Cdemied certiorari. The government
filed two post-trial motions in the Claims Courtrohg 1992. The government requested a new trieddetermine the 1977 value of the
property. The government also filed a motion tqperoand set aside the 1989 judgment as void adidiass plaintiffs' 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 wobléar interest compounded annually from 1977 uatfihpent. 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 settlenfesit olaims, the government agreed to
pay plaintiffs $200 million and plaintiffs agreemldeed the coal underlying the real property togineernment. Kiewit and Whitney agreed in
1992 that Kiewit would receive 67.5 percent of amard and Whitney would receive the remainder.R&®@wit Sons' Co., a subsidiary of
Kiewit Diversified Group Inc., received approximig&135 million on June 2, 1995.
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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@ning pro forma condensed statement of operatbKsewit Construction & Mining
Group, a business group of Peter Kiewit Sons', foc.the year ended December 31, 1994. The prodarondensed statement of operatio
derived from the historical financial statement¥awit Construction & Mining Group, which were atetl by us, incorporated herein by
reference. Such pro forma adjustments are basedmpoagement's assumptions described in the acogimganotes. Our examination was
made in accordance with standards establisheddorierican Institute of Certified Public Accountsuaind, accordingly, included such
procedures as we considered necessary in the @tanpes.

In addition, we have reviewed the related pro foadpistments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma condensed balance shedeuwfitkConstruction & Mining Group as of March 3995 and the pro forma condensed
statement of operations for the three months tinelee& The pro forma condensed financial statensrtgerived from the historical financial
statements of Kiewit Construction & Mining Grouphieh were reviewed by us, incorporated herein igremce. Such pro forma adjustme
are based upon management's assumptions descritlerlaccompanying notes. Our review was madedardance with standards
established by the American Institute of Certiffablic Accountants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtduical information might have been had
the transactions occurred at an earlier date. Hewéle 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 significamcéstdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma column reflects the proper apfibo of those adjustments to the historical finalhstatement amounts in the pro forma
condensed statement of operations for the yeardebdeember 31, 1994,

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 appticeof such adjustments to the pro forma condebséance sheet as of March 31, 1995,
and the pro forma condensed statement of operdionise three months then ended. Based on oueweviowever, nothing came to our
attention that caused us to believe that managésresgumptions do not provide a reasonable bassdeenting the significant effects
directly attributable to the above-mentioned tratisas described in the accompanying notes, tleatdtated pro forma adjustments do not
give appropriate effect to those assumptions, atrttre pro forma column does not reflect the prapgalication of those adjustments to the
historical financial statement amounts in the mnorfa condensed balance sheet as of March 31, a@€i%he pro forma condensed statement
of operations for the three months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
June 9, 1995
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31, 1994
AND THREE MONTHS ENDED MARCH 31, 1995

(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEB: STOCK EXCHANGED FOR CLASS

D STOCK)
YEAR ENDED DECEMBER 31, 1994 THREE MONTHS ENDED
ADJUSTMENTS ADJUSTME
HISTORICAL (NOTE 2) PRO FORMA HISTORICAL (NOTE 2
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT
REVENUE......cveevveeeeeee e $ 2,175 $-- $ 2,175 $ 426 $--
Cost of Revenue..........ccccccuveene (1,995 ) - (1,995) (409)
180 - 180 17
General and Administrative Expenses.... (121 ) - (121) (32)
Operating Earnings (LOSS).............. 59 - 59 (15)
Other Income (Expense):
Investment Income, net............... 13 3)@) 10 3 @
Interest EXpense..........ccceeeunes 2 ) --(b) 2) 1) -
Other, Net.........cvvvevvvevvnennnn. 46 - 46 11 -
57 ) 54 13 Q@
Earnings (Loss) before Income Taxes.... 116 3) 113 ) @
(Provision) Benefit for Income Taxes... 39 ) 1(c) (38)
Net Earnings (Loss) 77 $ 2 $ 75 $ 2 $ @
Net Earnings (Loss) Per Common and

$ 492 $ 5888% (16)

Common Equivalent Share..

Weighted Average Shares Outstanding.... 15,697,724 12,757,653(d) 13,909,422

The accompanying notes are an integral part oktpes forma financial statements.

F-11

MARCH 31, 1995

NTS
) PRO FORMA
s
$ 426
(409)
(32)
_________ ( 15)
)(@) 2
(b) (1)
11
) 12
) (3)
(e -
) $ (3




KIEWIT CONSTRUCTION & MINING GROUP

PRO FORMA CONDENSED STATEMENTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1994

AND THREE MONTHS ENDED MARCH 31, 1995

(SCENARIO 2 ASSUMING 5 MILLION SHARES OF EXCHANGEAER: STOCK EXCHANGED FOR CLASS

D STOCK)

REVENUE.......ccveieieieiieiieiesieee s $
Cost of Revenue...........cccocevvenenenn.

General and Administrative Expenses..........

Operating Earnings (LOSS)...........ccv...
Other Income (Expense):
Investment Income, net.....................
Interest Expense
Other, net........ccccoevvviiiiiiiinns

Earnings (Loss) before Income Taxes..........
(Provision) Benefit for Income Taxes.........

Net Earnings (LOSS)......cccccvveveeveenenn $

Net Earnings (Loss) Per Common and Common
Equivalent Share.............ccccveennee. $

Weighted Average Shares Outstanding.......... 15,6

(
YEAR ENDED DECEMBER 31, 1994 THREE MONTHS

ADJUSTMENTS AD
ORICAL (NOTE 2) PRO FORMA HISTORICAL (

(DOLLARS IN MILLIONS, EXCEPT PER SHARE

2175 $- $ 2175 $ 426
(1,995) - (1,995)  (409)
180 - 180 17
(121) - (121)  (32)
. 59 (15

13 (5)(a) 8 3

2 () ) 1)

26 - 46 11
57 (5 52 13
116 5) 111 0]

4.92 $ 6.84 $ (.16)

The accompanying notes are an integral part oktpes forma financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

MARCH 31, 1995

(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

ADJUSTMENTS
HISTORICAL (NOTE 3) PRO FORMA
(DOLLARS IN MILLIO NS)
ASSETS
Current Assets:
Cash and cash equivalents............cc..c...... $(77)(a) $7
Marketable securities..............cccceeernnnes - 98
Receivables, net..........cccccoveeviiineeenne - 235
Costs and earnings in excess of billings on uncom 118 -- 118
Investment in construction joint ventures........ - 50
Deferred income taxes........cccceevevvveeenne - 54
Other.......oooiiie e - 18
Total Current ASSetS.......cccceeeviiiveeeennne (77) 580
Property, Plant and Equipment, net... - 150
Deferred Income Taxes........ccccocvvveerinnnnnn. - 4
Other ASSetS........ccvvveeiiiiieeeeiieecees - 85
$896 $(77) $819
LIABILITIES A ND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable.........cccccevvveviieeeeeees e, $166 -$- $166
Current portion of long-term debt................ L 2 - 2
Accrued construction costs and billings in excess of revenue on
uncompleted CONtractS.......ccoceveevccces e 113 - 113
Accrued INSUranCe COSES......coovvvveennccics e 71 - 71
Other . e 43 - 43
Total Current Liabilities.........cccceeeeeeees s 395 - 395
Long-term Debt, less current portion................ e 7 (1)(b) 6
Other LiabilitieS. ... e 46 - 46
Stockholders Equity:
COMMON EQUILY....vviieeiiiiieeeiieeeeeeeeee e 454 (77)(a)
1(b) 378
Foreign currency adjustment.......ccccccceeeeeees s (6) -- (6)
Unrealized holding gain (I0SS)......ccccoceeeeeee s - - -
Total Stockholders' EQUItY.....cccccceeeeees e 448 (76) 372
$896 $(77) $819

The accompanying notes are an integral part ofgtiforma financial statement.

F-13



KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

MARCH 31, 1995
(SCENARIO 2 ASSUMING 5 MILLION SHARES OF
EXCHANGEABLE STOCK EXCHANGED FOR CLASS D STOCK)

ADJUSTMENTS
HISTORICAL (NOTE 3) PRO FORMA
(DOLLARS IN MILLIO NS)
ASSETS
Current Assets:
Cash and cash equivalents........................ $ (84)(a) $--
Marketable securities . (44)(a) 54
Receivables, net........c.coccveiiiiiiennne - 235
Costs and earnings in excess of billings on uncom 118 - 118
Investment in construction joint ventures........ -- 50
Deferred income taxes.........cccccevevvvveeenne - 54
Other.......ooiiiiiiiei s - 18
Total Current ASSets.......ccccvveveveereeennn. (128) 529
Property, Plant and Equipment, net... -- 150
Deferred Income Taxes........cccovcuveeeeiinnnenn. - 4
Other Assets - 85
$896 $(128) $768
LIABILITIES A ND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable..........ccccevvveviieeeeeees e, $166 $-- $166
Current portion of long-term debt................. L 2 - 2
Accrued construction costs and billings in excess of revenue on
uncompleted contracts.........cccceeevvveeene 113 - 113
Accrued insurance costs. 71 - 71
Other.......cooiiiie e 43 - 43
Total Current Liabilities...................... 395 - 395
Long-term Debt, less current portion............... 7 (1)(b) 6
Other Liabilities...........cccoveeircniieennns 46 - 46
Stockholders' Equity:
COMMON EQUILY....vviieeiiiiie e eeieeee e 454 (128)(a)
1(b) 327
Foreign currency adjustment...................... (6) -- (6)
Unrealized holding gain (loss) -- -- --
Total Stockholders' EQUItY......ccccccevveeeees e 448 (127) 321
$896 $(128) $768

The accompanying notes are an integral part ofgtiforma financial statement.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS

1. BASIS OF REPORTING The accompanying pro formademsed financial statements of the Kiewit Consimac& Mining Group ("the
Group") are presented based upon the historicahfifal statements and the notes thereto of thegzamiadjusted to give effect to certain
elements of the MFS Recapitalization, the Exchadffer and the Spin-off, (together the "Transactipnhe pro forma information assumes,
in two separate scenarios, that 3 million (Scen&yiand 5 million (Scenario 2), shares of the Exgjeable Stock and all the Exchangeable
Debentures are exchanged in the Exchange Offeh fracforma financial statements should be reambifjunction with the separate

historical financial statements and the notes thesethe Group, incorporated herein by refereisaeh pro forma financial statements are not
necessarily indicative of the future results ofragiens or financial position.

Completion of the Transactions has been assumiee & of March 31, 1995 in the pro forma condebséahce sheet and as of Decembe
1993 and January 1, 1995, in the pro forma condkestsgéements of operations for the year ended DieeeB1, 1994 and the three months
ended March 31, 1995, respectively.

The significant accounting policies followed by Beoup, described in the notes to its historicadficial statements incorporated herein by
reference, have been used in preparing the acconmggoro forma condensed financial statements.

Although the pro forma financial statements of PR8hstruction & Mining Group and Diversified Groaeparately report the assets,
liabilities and stockholders' equity of PKS attitiedi to each such group, legal title to such assetgesponsibility for such liabilities will not
be affected by such attribution. Holders of ClasStBck, Class C Stock and Class D Stock are stég&rsof PKS. Accordingly, the PKS pro
forma consolidated financial statements and relateds should be read in conjunction with thesef@nma financial statements.

2. STATEMENTS OF OPERATIONS PRO FORMA ADJUSTMENTS described in Note 1, the historical statementspefations for the
Group have been adjusted to give effect to ceglEments of the Transactions. The other adjustmmeatie in preparation of the Group's Pro
Forma Statements of Operations are described below:

(a) Adjustment made to reflect the reduction iriiest income from the use of cash paid to KiewseBsified Group upon exchange of 3
million shares of Exchangeable Stock to Class 2ISto Scenario 1 and 5 million shares of Exchantge8bock to Class D Stock in Scenario
2. The interest rate used to calculate the redudtianterest income approximates the averageeateed by the Group during the periods.

(b) No adjustment has been made for the decrednteiest expense due to the assumed exchange Biktthangeable Debentures as the
adjustment is less than $1 million.

(c) Adjustment made to reflect tax effect of th@abdadjustments.

(d) Scenario 1 assumes 3,000,000 shares of ExchlblegBtock are exchanged for Class D Stock andaBice? assumes 5,000,000 shares of
Exchangeable Stock are exchanged for Class D Stdtle prior year end conversion ratio. The pronfoweighted average shares also
include an additional 59,929 Class C shares attfila to the exchange of the Exchangeable Debenture
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

3. BALANCE SHEET PRO FORMA ADJUSTMENTS As describiadNote 1, the historical balance sheet of theuprioas been adjusted to
give effect to certain elements of the Transactidie other adjustments made in preparation oGteeip's Pro Forma Condensed Balance
Sheet are described below:

(a) Adjustment made to reflect the decrease in,aa@gh equivalents and marketable securities as#udt of the exchange of 3 million shares
(Scenario 1) and 5 million shares (Scenario 2)xaffangeable Stock at the prior year end stock paoel conversion ratios.

(b) Adjustment made to reflect the exchange offkehangeable Debentures for Class C Stock.

4. EARNINGS PER SHARE Primary earnings per shareoaimon stock have been computed using the weigiveichge number of shares
outstanding during each period. Fully diluted eagsiper share have not been presented becausaréhegt materially different from prima
earnings per share.
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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@ming pro forma condensed statement of operatibKsewit Diversified Group, a
business group of Peter Kiewit Sons', Inc., forytbar ended December 31, 1994. The pro forma caedestatement of operations is derived
from the historical financial statements of KieWiwersified Group, which were audited by us, in@maied herein by reference. Such pro
forma adjustments are based upon management's @ssusrdescribed in the accompanying notes. Oum@ation was made in accordance
with standards established by the American IngtiadtCertified Public Accountants and, accordingigluded such procedures as we
considered necessary in the circumstances.

In addition, we have reviewed the related pro foadpstments and the application of those adjustsrterthe historical amounts in the
accompanying pro forma condensed balance shedeuwfitDiversified Group as of March 31, 1995 and firo forma condensed statemer
operations for the three months then ended. Théopnoa condensed financial statements are deriged the historical financial statements
of Kiewit Diversified Group, which were reviewed big, incorporated herein by reference. Such pmodocadjustments are based upon
management's assumptions described in the accoingamytes. Our review was made in accordance wéthdards established by the
American Institute of Certified Public Accountants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewéle 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 column reflects the proper apfibo of those adjustments to the historical finalhstatement amounts in the pro forma
condensed statement of operations for the yeardebdeember 31, 1994,

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 appticeof such adjustments to the pro forma condebséahnce sheet as of March 31, 1995,
and the pro forma condensed statement of operdionise three months then ended. Based on ouewgviowever, nothing came to our
attention that caused us to believe that managésresgumptions do not provide a reasonable bassdeenting the significant effects
directly attributable to the above-mentioned tratisas described in the accompanying notes, tleatdtated pro forma adjustments do not
give appropriate effect to those assumptions, atrttre pro forma column does not reflect the prapgalication of those adjustments to the
historical financial statement amounts in the mnorfa condensed balance sheet as of March 31, a@€%he pro forma condensed statement
of operations for the three months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
June 9, 1995
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KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED STATEMENTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1994
AND THREE MONTHS ENDED MARCH 31, 1995

(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

YEAR ENDED DECEMBER 31, 1994 THREE MONTHS ENDED MARCH 31, 1995
OTHER OTHER
ADJUSTMENTS ADJUSTMENTS
HISTORICAL MFS (NOTE 2) PRO FORMA HISTORICAL MFS (NOTE 2) PRO FORMA
u NAUDITED)
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT S)
Revenues..........c.ccc..... $ 821 $ 287 $-- $ 534 $ 257 $118 $-- $ 139
Cost of Revenue.............. (660) (342) - (318) (229) (149) - (80)
161 (55) - 216 28 (31) - 59
General and Administration
EXpEenses........c.coeeune (219) (81) - (138) (57) (26) - (31)
Operating Earnings (LosS).... (58) (136) - 78 (29) (57) - 28

Other Income (Expenses):
Gain on Subsidiary's Stock

Transactions, net.......... 54 -- (54)(a) - 3 - 3)(a)
Investment Income, net..... 54 24 3(b) 33 15 3 1(b) 13
Interest Expense, net...... 77) (41) --(c) (36) (26) (9) -(c) (17)
Other, net.......cccco... 2) -- - ) 4 (1) - 5

29 (17) (61) (©) @ @ 1

Earnings (Loss) before Income

Taxes and Minority Interest

in Net Losses (Gains) of

Subsidiaries................ (29) (153) (51) 73 (33) (64) ) 29

Benefit (Provision) for

Income Taxes................ 12 2 18(d) 28 (10) -- 1(d) 9)

Minority Interest in Net

Losses (Gains) of

Subsidiaries................ 50 -- (49)(e) 1 19 -- (22)(e) ?3)

Net Earnings (LOSS).......... $ 33 $(151) $(82) $ 102 $ (24) $ (64) $(23) $ 17

Net Earnings (Loss) Per

Common and Common Equivalent

Share........ccccvveinnne $1.63 $4.73 $(1.14) $0.75

Weighted Average Shares

Outstanding................. 20,438,805 21,636,604(f) 21,265,769 22,606,978(f)

The accompanying notes are an integral part oktpes forma financial statements.
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KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED STATEMENTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1994
AND THREE MONTHS ENDED MARCH 31, 1995
(SCENARIO 2 ASSUMING 5 MILLION SHARES OF
EXCHANGEABLE STOCK EXCHANGED FOR CLASS D STOCK)

UNAUDITED)
YEAR ENDE D DECEMBER 31, 1994 THREE MONTHS ENDED MARCH 31, 1995
OTHER OTHER
ADJUSTMENTS ADJUSTMENTS
HISTORICAL MFS (NOTE 2) PRO FORMA HISTORICAL MFS (NOTE 2) PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUN TS)
Revenue.........ccooceeeennene $821 $287 -- $534 $ 257 $118 $-- $139
Cost of Revenue................ (660) (342 ) - (318) (229) (149) -- (80)
161 (55 ) - 216 28 (31) -- 59
General and Administrative
EXpenses.........cccoueennee. (219) (81 ) - (138) (57) (26) -- (31)

(LOSS)..veveveieeieins (58) (136 ) - 78 29) (57) - 28
Other Income (Expense):

Gain on Subsidiary's Stock

Transactions, net........... 54

- (54)(@) - 3 - ()@
Investment Income, net....... 54 24 5(b) 35 15 3 1(b) 13
Interest Expense, net........ 77) (41 ) --(c) (36) (26) 9) --(c) 17)
Other, net.......ccccoeeueee 2 - - ) 4 1) -- 5
29 (17 ) (49) (©)) @ O @ 1
Earnings (Loss) before Income
Taxes and Minority Interest in
Net Losses (Gains) of
Subsidiaries.................. (29) (153 ) (49) 75 (33) (64) ) 29
Benefit (Provision) for Income
TaXES.c.oivveireeiirieienns 12 2 17(d) 27 (10) 1(d) 9)
Minority Interest in Net Losses
(Gains) of Subsidiaries....... 50 (49)(e) 1 19 (22)(e) 3)
Net Earnings (LosS).. $ 33  $(151 ) $(81) $103 $ (24) $(64) $ (23) $ 17
Net Earnings (Loss) Per Common
and Common Equivalent Share... $1.63 $4.63 $(1.14) $0.74

Weighted Average Shares
Outstanding................... 20,438,806

22,389,129(f) 21,265,769

The accompanying notes are an integral part oktpes forma financial statements.
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Current Assets:
Cash and cash equivalents............cc.c.cc.....
Marketable securities.......
Receivable, net.........
Deferred income taxes........cccceevveeienenns

Total Current ASSets.........cecvveeueennnen.
Property, Plant and Equipment, net.
INVESIMENLS......veeiiiieiieeieeeeeeeee e
Intangible Assets, net
Other Assets

Current Liabilities:
Accounts payable............c.ccoceiiieiiiinns
Current portion of long-term debt:
Telecommunications............cccovvvernenns

Total Current Liabilities..............c.......
Long-term Debt, less current portion:
Telecommunications............cocervvervennens

Deferred INCOMe TaXeS........covvvenveenienninns
Retirement Benefits........ .
Accrued Reclamation COStS..........cccoeveeunenne
Other Liabilities...........
Minority Interest

Stockholders' Equity:
COoMMON EQUILY.....ccouieriieiieeiiee e

Foreign currency adjustment
Net unrealized holding gain (loss)

Total Stockholders' EQuUity............c.c......

KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED BALANCE SHEET

(UNAUDITED)

MARCH 31, 1995

ASSETS

HISTORICAL MF

................................. $ 172 3

The accompanying notes are an integral part ofgtiforma financial statement.
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(SCENARIO 1 ASSUMING 3 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

ADJUSTMENTS
S (NOTE3) PROFORMA

ARS IN MILLIONS)

44 $ 77(a) $ 341

205 -
74 -

131 $--
19 -
- (1)(b)
29 -
62 12(0)
241 11
561 -
- (1)(b)
- (93)(d)
24 -

403

284
76
201

48
104
73

10  (240)(e) 186

719 77(a)

2(b)

(12)(c)

93(d)

240(e) 948
2 - o)
2 - 6
719 400 953
55 $ 77 $2007



KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

MARCH 31, 1995

(SCENARIO 2 ASSUMING 5 MILLION SHARES OF EXCHANGEAEE STOCK EXCHANGED FOR CLASS
D STOCK)

ASSETS
ADJUSTMENTS
HISTORICAL MF S (NOTE3) PRO FORMA
(DOLL ARS IN MILLIONS)
Current Assets:
Cash and cash equivalents........................ $308 $ 44 $ 84(a) $ 348
Marketable securities....... 608 205 44(a) 447
Receivable, net......... 150 74 -- 76
Deferred income taxes........cccceevveeienenns 14 - - -- 14
Other.....coviiiieiieieeee e 109 69 40
Total Current ASSetS........cceveereerinenens 1,189 392 128 925
Property, Plant and Equipment, net. 1,200 765 - 435
INVEStMENLS.....c.ociiiieiirieiiicicieie 370 - - - 370
Intangible Assets, net 740 395 -- 345
Other Assets 76 3 - 73

LIAB
Current Liabilities:
Accounts payable........ccccvvvinicniceec e $172 % 131 $-- $ 41
19 - 9
- - Do) 2
37 29 - 8
- - - 17

561 -- 284
- - (1)(b) 76
Deferred INCOMe TaXeS.......covvvenveenieenins 294 - - (93)(d) 201
Retirement Benefits........... 48 - - - 48
Accrued Reclamation Costs.. 104 - - - 104
Other Liabilities 97 24 -- 73
Minority Interest.........ccccocverieenneeennn. 436 10 (240)(e) 186
Stockholders' Equity:
COMMON EQUILY.cc.vveeiiiiiiieiieieeseenee e 1,267 719 128(a)
2(b)
(12)(c)
93(d)
240(e) 999
Foreign currency adjustment..... 1 2 - 1)
Net unrealized holding gain (loss) 4 2 - 6
Total Stockholders' EQUItY.......ccccovvenieeeeee s 1,272 719 451 1,004
$1, 555 $ 128 $2,148

The accompanying notes are an integral part ofgtiforma financial statement.
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KIEWIT DIVERSIFIED GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS

1. BASIS OF REPORTING The accompanying pro formademsed financial statements of the Kiewit DivéesifGroup (“the Group") are
presented based upon the historical financial rstames and the notes thereto of the Group, as adjustremove the earnings statement and
balance sheet accounts of MFS and to give effecetiain other elements of the MFS Recapitalizatiba Exchange Offer and the Spin-off,
(together, the "Transactions"). The pro forma infation assumes, in two separate scenarios, thdti@nfScenario 1) and 5 million
(Scenario 2) shares of the Exchangeable Stock latited&Exchangeable Debentures are exchanged iBxbleange Offer. Such pro forma
financial statements should be read in conjunctiiih the separate historical financial statement$ the notes thereto of the Group
incorporated herein by reference. Such pro formanitial statements are not necessarily indicativkeofuture results of operations or
financial position.

Completion of the Transactions has been assumiee & of March 31, 1995 in the pro forma condehséahce sheet and as of Decembe
1993 and January 1, 1995, in the pro forma condkesiséements of operations for the year ended Digee1l, 1994 and the three months
ended March 31, 1995, respectively.

The significant accounting policies followed by Beoup, described in the notes to its historicadficial statements incorporated herein by
reference, have been used in preparing the acconimggoro forma condensed financial statements.

Although the pro forma financial statements of PR&ersified Group and Construction & Mining Groaeparately report the assets,
liabilities and stockholders' equity of PKS attitied to each such group, legal title to such assetgesponsibility for such liabilities will not
be affected by such attribution. Holders of Clas€Bss C Stock and Class D Stock are stockhotfd?&S. Accordingly, the PKS pro forr
consolidated financial statements and related rsiteald be read in conjunction with these pro fofimancial statements.

2. STATEMENTS OF OPERATIONS PRO FORMA ADJUSTMENTS described in Note 1, the historical statementspefations for the
Group have been adjusted to remove the incomepehses of MFS and to give effect to certain oétements of the Transactions. The
other adjustments made in preparation of the Gsdeg Forma Statements of Operations are desdoiled:

(a) Adjustment made to reverse the gain recogrfimed MFS stock transactions that would not havenbreeorded if the Transactions were
completed at the beginning of the periods.

(b) Adjustment made to recognize additional inteisome on cash transferred from Kiewit Constiutit Mining Group upon exchange of
3 million shares of Exchangeable Stock to Clasgd2lSin Scenario 1 and 5 million shares of Exchaige Stock to Class D Stock in
Scenario 2. The interest rate used to calculatadk@ional interest income approximates the aweratg earned by the Group during the
periods.

(c) No adjustment has been made for the decreanteiest expense due to the assumed exchange Bikthangeable Debentures to stock as
the adjustment is less than $1 million.

(d) Adjustment made to reflect the tax effect & #bove adjustments.

(e) Adjustment made to reverse the minority inteirethe loss of MFS that would not have been reedrif the Transactions were completed
at the beginning of the periods.

(f) Scenario 1 assumes 3 million shares of ExchalpigeStock are exchanged for Class D Stock andaBiced assumes 5 million shares of
Exchangeable Stock are exchanged for Class D
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KIEWIT DIVERSIFIED GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

2. STATEMENTS OF OPERATIONS PRO FORMA ADJUSTMENTSGNTINUED) Stock at the prior year end conversiatia. The pro
forma weighted average shares also include aniaddit69,010 Class D Shares attributable to théaxge of the Exchangeable Debentures.

3. BALANCE SHEET PRO FORMA ADJUSTMENTS As describiad\ote 1, the historical balance sheet of theuprioas been adjusted to
remove the balance sheet of MFS and give effecet@in other elements of the Transactions. The-patapital and retained earnings of
MFS have been combined and reflected as retaimaihga on the balance sheet of MFS, for purposékisforo forma presentation. The
other adjustments made in preparation of the Gsdey® Forma Condensed Balance Sheet are desceheu: b

(a) Adjustment made to reflect the increase in caabh equivalents and marketable securities az$udt of the exchange of 3 million shares
(Scenario 1) and 5 million shares (Scenario 2)xaffangeable Stock at the prior year end stock paoel conversion ratios.

(b) Adjustment made to reflect the exchange offkehangeable Debentures for Class D Stock.

(c) Adjustment made to record the accrual of certgtimated corporate United States Federal indares attributable to the corporate built-
in gain on the stock of MFS being distributed ta@i@ non-United States Class D stockholders.

(d) Adjustment made to reverse certain deferrediédities recognized on gains from MFS stockngactions that are no longer payable.
(e) Adjustment made to record the reversal of theonty interest in MFS.

4. EARNINGS PER SHARE Primary earnings per shareoaimon stock have been computed using the weigiveichge number of shares
outstanding during each period. Fully diluted eagsiper share have not been presented becausar¢hegt materially different from prima
earnings per share.

5. OTHER MATTERS In 1974, a subsidiary of the Grgtpiewit"), entered into a lease with Whitney Béitee Inc., a Wyoming charitable
corporation ("Whitney"). Whitney is the owner, akiwit is the lessee, of a coal deposit underlyant 300 acre tract in Sheridan County,
Wyoming. The coal was rendered unmineable by thiéaS& Mining Control and Reclamation Act of 1973ICRA"), which prohibited
surface mining of coal in certain alluvial valldgdrs significant to farming. In 1983, Kiewit andhithey filed an action, titted WHITNEY
BENEFITS, INC. AND PETER KIEWIT SONS' CO. V. THE URED STATES, in the U.S. Court of Federal Claim€I@ims Court"),
alleging that the enactment of SMCRA constitutédiéng of their coal without just compensation1889, the Claims Court ruled that a
taking had occurred and awarded plaintiffs the 1f@ff7market value of the property ($60 millionpplinterest. In 1991, the U.S. Court of
Appeals for the Federal Circuit affirmed the demisof the Claims Court and the U.S. Supreme Ccoamtedl certiorari. The government filed
two post-trial motions in the Claims Court durin@92. The government requested a new trial to reahkte 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 woblear interest compounded annually from 1977 uaiinpent. The government appealed
the February 1994 and May 1994 orders. A hearintherappeals was held in February 1995.
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KIEWIT DIVERSIFIED GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

5. OTHER MATTERS (CONTINUED) On May 5, 1995, thevgonment and the plaintiffs entered into a settlenagreement. In settlement
of all claims, the government agreed to pay plis»$200 million and plaintiffs agreed to deed toal underlying the real property to the
government. Kiewit and Whitney agreed in 1992 #iatvit would receive 67.5 percent of any award &viditney would receive the
remainder. Peter Kiewit Sons' Co., a subsidiariefvit Diversified Group Inc., received approximigt&135 million on June 2, 1995.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 145 of the Delaware General Corporation (the "'DGCL") empowers a Delaware corporation weimnify any person who was or
is a party or is threatened to be made a partpydfareatened, pending or completed action, syitroceeding, whether civil, criminal,
administrative or investigative (other than an@ttdy or in the right of such corporation) by reasd the fact that such person is or was a
director, officer, employee or agent of such coapion, or is or was serving at the request of suporation as a director, officer, employee
or agent of another corporation or enterprise. #eommtion may, in advance of the final dispositadrany civil, criminal, administrative or
investigative action, suit or proceeding, pay tkeemses (including attorneys' fees) incurred byddfiger, director, employee or agent in
defending such action, provided that the directarficer undertake to repay such amount if it sbdimately be determined that he or she is
not entitled to be indemnified by the corporatidrcorporation may indemnify such person againseasps (including attorneys' fees),
judgments, fines and amounts paid in settlementdgtand reasonably incurred by such person imeotion with such action, suit
proceeding if he or she acted in good faith ana imanner he or she reasonably believed to benotarpposed to the best interests of the
corporation, and, with respect to any criminal@ttbr proceeding, had no reasonable cause to bdlisvor her conduct was unlawful.

A Delaware corporation may indemnify officers arigdtors in an action by or in the right of the poration to procure a judgment in its
favor under the same conditions, except that nermdfication is permitted without judicial approvathe officer or director is adjudicated to
be liable to the corporation. Where an officer mector is successful on the merits or otherwisthendefense of any action referred to above,
the corporation must indemnify him or her agaihstéxpenses (including attorneys' fees) which teheractually and reasonably incurred in
connection therewith. The indemnification providedot deemed to be exclusive of any other rightstich an officer or director may be
entitled under any corporation's by-law, agreemeste or otherwise.

Section 145 of the DGCL empowers a Delaware cotfmordo purchase and maintain insurance on belféi officers and directors against
any liability asserted against them incurred whitéing in such capacities or arising out of th&atiss as such.

In accordance with Section 145 of the DGCL, ArtiSkXTH of the Restated Certificate of Incorporat@iPKS (the "PKS Certificate™) and
the By-laws of PKS (the "PKS By-laws") provide tfS shall indemnify each person who is or wagectbr, officer or employee of PKS
(including the heirs, executors, administratorgestate of such person) or is or was serving atetyeest of PKS as a director, officer or
employee of another corporation, partnership, jeartture, trust or other enterprise, to the fulkedent permitted under subsections 145(a),
(b) and (c) of the DGCL or any successor statute. ihdemnification provided by the PKS Certificated the PKS By-laws shall not be
deemed exclusive of any other rights to which ainyrase seeking indemnification or advancemenixpeases may be entitled under any by-
law, agreement, vote of shareholders or disintedegirectors or otherwise, both as to action irhquerson's official capacity and as to action
in another capacity while holding such office, ahall continue as to a person who has ceaseddalbvector, officer, employee or agent and
shall inure to the benefit of the heirs, executord administrators of such a person. Article SEVENYT the PKS Certificate provides that a
director of PKS shall not be personally liable t&Sor its stockholders for monetary damages foadineof fiduciary duty as a director, exc
for liability (i) for any breach of the directorty of loyalty to PKS or its stockholders, (ii)facts or omissions not in good faith or which
involve intentional misconduct or a knowing viotatiof law, (iii) under Section 174 of the DGCL, (&) for any transaction from which the
director derived an improper personal benefithf DGCL is amended further eliminating or limitithge personal liability of directors, then
the liability of a director of PKS shall be elimied or limited to the fullest extent permitted bg DGCL as so amended.
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In accordance with Section 145 of the DGCL, Articlef MFS' Restated Certificate of Incorporatiome(tMFS Restated Certificate") and
MFS' By-Laws (the "MFS By-Laws") provide that MFBadl indemnify each person who is or was a direaifficer or employee of MFS
(including the heirs, executors, administratorestate of such person) or is or was serving atetyeest of MFS as director, officer or
employee of another corporation, partnership, jeartture, trust or other enterprise, to the fulkegdent permitted under subsections 145(a),
(b), and (c) of the DGCL or any successor staflite.indemnification provided by the MFS Restatedi@eate and the MFS By-Laws shall
not be deemed exclusive of any other rights to Whiay of those seeking indemnification or advanggrnéexpenses may be entitled under
any by-law, agreement, vote of stockholders ontksested directors or otherwise, both as to adtidris or her official capacity and as to
action in another capacity while holding such afiand shall continue as to a person who has céadeda director, officer, employee or
agent and shall inure to the benefit of the heixgecutors and administrators of such a person.rsge(including attorneys' fees) incurred in
defending a civil, criminal, administrative or irstigative action, suit or proceeding upon recef@roundertaking by or on behalf of the
indemnified person to repay such amount if it shlilinately be determined that he or she is natledtto be indemnified by MFS. Article 8
of the MFS Restated Certificate provides that ador of MFS shall not be personally liable to M#iSts stockholders for monetary damages
for breach of fiduciary duty as a director, excigptliability (i) for any breach of the directoruty of loyalty to MFS or its stockholders, (ii)
for acts or omissions not in good faith or whictadtve intentional misconduct or a knowing violatiohlaw, (iii) under Section 174 of the
DGCL, or (iv) for any transaction from which theetitor derived an improper personal benefit. IfEl@CL is amended to authorize
corporate action further eliminating or limitingetipersonal liability of directors, then the liatyilof a director of MFS shall be eliminated or
limited to the fullest extent permitted by the DG&4& so amended.

Section 8.7 of the MFS By-Laws provides that MFS/mparchase and maintain insurance on behalf afiiestors, officers, employees and
agents against any liabilities asserted againgt pacsons arising out of such capacities.

ITEM 21. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Exhibits
EXHIBIT NO. DESCRIPTION

2.1 Form of Securities Purchase Agreemen t between KDG and MFS*

2.2 Form of Distribution Agreement by an d among PKS, KDG, KCG and MFS*

4.1 Form of Certificate of Designations of the Series B Convertible Preferred Stock of MFS*

4.2 Form of Stock Certificate for the Se ries B Convertible Preferred Stock*

5.1 Opinion of Sutherland, Asbill & Bren nan relating to legality of the Class C Stock and t he Class
D Stock of PKS

5.2 Opinion of Willkie Farr & Gallagher relating to legality of the Common Stock of MFS and the
Series B Convertible Preferred Stoc k of MFS*

8 Ruling Letter from the Internal Reve nue Service**

15 Letter of Coopers & Lybrand, L.L.P. relating to unaudited financial information

23.1 Consent of Coopers & Lybrand, L.L.P. relating to PKS financial statements

23.2 Consent of Coopers & Lybrand, L.L.P. relating to MFS financial statements

23.3 Consent of Peat Marwick LLP

23.4 Consent of Leon Constantin & Co.

23.5 Consent of Sutherland, Asbill & Bren nan (included in its opinion filed as Exhibit 5.1)
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EXHIBIT NO. DESCRIPTION

23.6 Consent of Willkie Farr & Gallagher (included in its opinion filed as Exhibit 5.2)*
23.7 Consent of CS First Boston Corporati on*

23.8 Consent of Lehman Brothers Inc.*

24 Powers of Attorney (included on sign ature pages)*

99.1 Form of Letter of Transmittal sent t o holders of Class B Stock of PKS*

99.2 Form of Letter of Transmittal sent t o holders of Class C Stock of PKS*

99.7 Form of Letter of Transmittal sent t o holders of Convertible Debentures of PKS*
99.4 Consent of Person Named as Director*

99.5 Opinion of CS First Boston Corporati on*

99.6 Opinion of Lehman Brothers Inc.*
99.3 Option Agreement

* Previously filed.
** Filed under an Application for Confidential Tre atment pursuant to Rule 406.

ITEM 22. UNDERTAKINGS

(1) Each of the undersigned registrants hereby ntimkkes that, for purposes of determining any ligbilnder the Securities Act, each filing of
such registrant's annual report pursuant to sedtga) or section 15(d) of the Exchange Act (arlgeng applicable, each filing of an
employee benefit plan's annual report pursuane¢tian 15(d) of the Exchange Act) that is incorpedsby reference in the registration
statement shall be deemed to be a new registrstéd@ment relating to the securities offered tmer@nd the offering of such securities at that
time shall be deemed to be the initial BONA FIDEeahg thereof.

(2) Insofar as indemnification for liabilities ang under the Securities Act may be permitted teators, officers and controlling persons of
each of the registrants pursuant to the foregoigigions, or otherwise, each of the registrantslieen advised that in the opinion of the
Commission such indemnification is against pubbiqy as expressed in the Securities Act and exgiore, unenforceable. In the event th
claim for indemnification against such liabilitiésther than the payment by each of the registrafinéxpenses incurred or paid by a director,
officer or controlling person of such registranttie successful defense of any action, suit org@gding) is asserted by such director, office
controlling person in connection with the secusitiing registered, each registrant will, unleshéopinion of its counsel the matter has
been settled by controlling precedent, submit ¢owt of appropriate jurisdiction the question wiegtsuch indemnification by it is against
public policy as expressed in the Securities Actaiill be governed by the final adjudication of kussue.

(3) Each of the undersigned registrants hereby ntimkies to respond to requests for information ihatcorporated by reference into the joint
prospectus pursuant to Iltem 4, 10(b), 11, or 1tBisfform, within one business day of receipt aftstequest, and to send the incorporated
documents by first class mail or other equally ppbmeans. This includes information contained inwhoents filed subsequent to the
effective date of the registration statement thiotlg date of responding to the request.

(4) Each of the undersigned registrants hereby nimkkes to supply by means of a post-effective ammamd all information concerning a
transaction, and the company being acquired ingbtlierein, that was not the subject of and includdtie registration statement when it
became effective.
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(5) Each of the undersigned registrants hereby timkkes that:

(a) For purposes of determining any liability unthex Securities Act, the information omitted frome form of prospectus filed as part of this
Registration Statement in reliance upon Rule 4306& @ntained in a form of prospectus filed by MRspant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deemdxbtpart of the Registration Statement as of the tirwas declared effective.

(b) For the purpose of determining any liabilityden the Securities Act, each post-effective amemdrtihat contains a form of prospectus
shall be deemed to be a new Registration Staterakating to the securities offered therein, and tffering of such securities at that time
shall be deemed to be the initial bona fide offgtimereof.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, each of the Registrants has duly caussdithendment No. 3 to be signed on its
behalf by the undersigned, thereunto duly authdrizeOmaha, Nebraska on August 7, 1995.

Peter Kiewit Sons', Inc. M FS Communications Company, Inc.
By: /sl WALTER SCOTT, JR. B y: /sl JAMES Q. CROWE
Walter Scott, Jr. James Q. Crowe
President Chairman of the Board

PKS DIRECTORS AND OFFICERS

Pursuant to the requirements of the SecuritiesoA&B33, this Amendment No. 3 has been signed &yahowing persons in the capacities
and on the dates indicated.

SIGNATURE TITLE D ATE

/sl WALTER SCOTT, JR.

Chairman of the Board and President ~ August 7, 1995
Walter Scott, Jr. (Principal Executive Officer)
*
Vice Chairman and Director August 7, 1995

William L. Grewcock

Executive Vice President -- Chief

* Financial Officer
(Principal Financial Officer) and ~ August 7, 1995
Robert E. Julian Director
*
Executive Vice President and August 7, 1995
Kenneth E. Stinson Director
*
Controller August 7, 1995
Eric J. Mortensen (Principal Accounting Officer)
Director August , 1995

Richard Geary



SIGNATURE TITLE D ATE

Director August 7, 1995
Leonard W. Kearney
*
Director August 7, 1995
Richard R. Jaros
*
Director August 7, 1995
George B. Toll, Jr.
Director August , 1995
Richard W. Colf
*
Director August 7, 1995
Bruce E. Grewcock
*
Director August 7, 1995
Tait P. Johnson
*
Director August 7, 1995
James Q. Crowe
Director August , 1995
Robert B. Daugherty
Director August , 1995
Charles M. Harper
Director August , 1995

Peter Kiewit, Jr.

/sl MATTHEW J. JOHNSON

Matthew J. Johnson
Attorney-In-Fact
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MFS DIRECTORS AND OFFICERS

Pursuant to the requirements of the SecuritiesoA&B33, this Amendment No. 3 has been signed &ydahowing persons in the capacities
and on the dates indicated.

SIGNATURE TITLE D ATE
/sl JAMES Q. CROWE Chairman of the Board and Chief
Executive Office August 7, 1995
James Q. Crowe (Principal Executive Officer)
Senior Vice President, Chief
* Financial Officer
(Principal Financial Officer) and ~ August 7, 1995
R. Douglas Bradbury Director
*
Vice President and Controller August 7, 1995
Robert J. Ludvik (Principal Accounting Officer)
Director August , 1995
Howard Gimbel
*
Director August 7, 1995
Royce J. Holland
*
Director August 7, 1995
Richard R. Jaros
*
Director August 7, 1995
Robert E. Julian
Director August , 1995
David C. McCourt
Director August , 1995
Ronald W. Roskens
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SIGNATURE

Walter Scott, Jr.

*

Kenneth E. Stinson

Michael B. Yanney

/sl JAMES Q. CROWE

James Q. Crowe
Attorney-In-Fact

TITLE D
Director August
Director August
Director August

7, 1995

7, 1995

, 1995



EXHIBIT INDEX

EXHIBIT
NO.
2.1 Form of Securities Purchase Agreement betwe
2.2 Form of Distribution Agreement by and among
MFS*
4.1 Form of Certificate of Designations of the
Preferred Stock of MFS*
4.2 Form of Stock Certificate for the Series B
Stock*
5.1 Opinion of Sutherland, Asbill & Brennan rel
the Class C Stock and the Class D Stock of
5.2 Opinion of Willkie Farr & Gallagher relatin
Common Stock of MFS and the Series B Conve
of MFS*
8 Ruling Letter from the Internal Revenue Ser
15 Letter of Coopers & Lybrand, L.L.P. relatin
financial information
23.1 Consent of Coopers & Lybrand, L.L.P. relati
statements*
23.2 Consent of Coopers & Lybrand, L.L.P. relati
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EXHIBIT 15

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re: Joint Registration Statement of Peter KiewitsSdnc. and MPS Communications Company, Inc. amFS-4

We are aware that our reports dated June 9, 199&aioreview of the pro-forma consolidated conderisgdnce sheet and statement of
operations of Peter Kiewit Sons', Inc., and thefprma condensed balance sheets and statemenpemftions of Kiewit Construction and
Mining Group, a business group of Peter Kiewit Sdns., and Kiewit Diversified Group, a businessgy of Peter Kiewit Sons', Inc. as of
March 31, 1995 and for the three months then eadedhcluded in the above-referenced joint redistnestatement on Form S-4 Amendment
No. 2. Pursuant to Rule 436(c) under the Secuitiof 1933, these reports should not be conslarpart of the registration statem
prepared or certified by us within the meaning et®ns 7 and 11 of that Act.

COOPERS & LYBRAND L.L.P.
Omaha, Nebraska

August 4, 1995
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