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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SCHEDULE 13E-4
ISSUER TENDER OFFER STATEMENT
(PURSUANT TO SECTION 13 (E) (1) OF THE SECURITIESIB EXCHANGE ACT OF 1934)

PETER KIEWIT SONS', INC.
(NAME OF ISSUER)

PETER KIEWIT SONS', INC.
(NAME OF PERSON(S) FILING STATEMENT)

CLASS B CONSTRUCTION & MINING GROUP NONVOTING
RESTRICTED REDEEMABLE CONVERTIBLE EXCHANGEABLE
COMMON STOCK, PAR VALUE $0.0625 PER SHARE,
CLASS C CONSTRUCTION & MINING GROUP
RESTRICTED REDEEMABLE CONVERTIBLE EXCHANGEABLE
COMMON STOCK, PAR VALUE $0.0625 PER SHARE,
1990 SERIES CONVERTIBLE DEBENTURES DUE OCTOBER 3000,
1991 SERIES CONVERTIBLE DEBENTURES DUE OCTOBER 3001
AND 1993 SERIES CLASS D CONVERTIBLE DEBENTURES DUE-TOBER 31, 2003
(TITLE OF CLASS OF SECURITIES)

(CUSIP NUMBER OF CLASS OF SECURITIES)

MATTHEW J. JOHNSON, ESQ.

PETER KIEWIT SONS', INC.

1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
(402) 342-2052
(NAME, ADDRESS AND TELEPHONE NUMBER OF PERSON AUTHRIZED
TO RECEIVE NOTICES AND COMMUNICATIONS ON BEHALF
OF THE PERSON(S) FILING STATEMENT)

COPY TO:

JAMES D. DARROW, ESQ.
SUTHERLAND, ASBILL & BRENNAN
1275 PENNSYLVANIA AVE., N.W.
WASHINGTON, D.C. 20004
(202) 383-0100

AUGUST 30, 1995
(DATE TENDER OFFER FIRST PUBLISHED, SENT OR GIVEN

TO SECURITY HOLDERS)

CALCULATION OF FILING FEE

TRANSACTION VALUATION: $216,350,000(1) AMOUNT OF EING FEE: $43,270

IXI Check box if any part of the fee is offset asyided by Rule 0-11(a)(2) and identify the filimgth which the offsetting fee was previously
paid. Identify the previous filing by registratistatement number, or the Form or Schedule andateed its filing.

Amount Previously Paid: $44,311 Filing Part y: Peter Kiewit Sons', Inc.
Form or Registration No.: Date Filed: July 11, 1995
Registration Statement on



Form S-4 of Peter Kiewit Sons', Inc. and MFS Commuitations, Inc.
(No. 33-60977)

(1) Estimated solely for purposes of calculating fiing fee and computed pursuant to Rule 0-1#{a)f the Securities Exchange Act of
1934, as amended. This amount assumes the aaguisitiPeter Kiewit Sons', Inc. of all of the Excbaable Debentures, based on the face
amount thereof, and a maximum of 8,500,000 sh&r€sass B Common Stock and Class C Common Stodedan a book value of $25.10
per share.



ITEM 1. SECURITY AND ISSUER

(a) The Issuer of the securities to which this ésstender Offer Statement on Schedule 13E-4 (thetéBent") relates is Peter Kiewit Sons',
Inc., a Delaware Corporation ("PKS"), and the adsli@f its principal executive office is 1000 Kiewitaza, Omaha, Nebraska 68131.

(b) This Statement relates to an offer by PKS ithexrge (i) .416598 of a share of PKS Class D DifredsGroup Convertible Exchangeable
Common Stock, par value $0.0625 per share ("ClaSsobk") for each share of PKS Class B Construcgidviining Group Nonvoting
Restricted Redeemable Convertible Exchangeable Guom8tock, par value $0.0625 per share ("Class BkStoand each share of PKS Cl
C Construction & Mining Group Restricted Redeemdbdmvertible Exchangeable Common Stock, par valueeR5 per share ("Class C
Stock™), including all shares of Class C Stock ésin exchange for Debentures (as described belgwiy a maximum of 8,500,000 share
Class B Stock and Class C Stock, in the aggre(gt24.75 shares of Class C Stock and 24.75 stafr€ass D Stock for each $1,000 in
principal amount of each outstanding 1990 Seriesv€dible Debenture of PKS due October 31, 2000camyertible into Class C Stock and
Class D Stock, (iii) 22.98 shares of Class C Sturuk 22.98 shares of Class D Stock for each $1j0@@ncipal amount of each outstanding
1991 Series Convertible Debenture of PKS due Oct®bg2001 and convertible into Class C Stock ale$<D Stock and (iv) 19.97 shares
of Class D Stock for each $1,000 in principal antafreach outstanding 1993 Series Convertible Delverof PKS due October 31, 2002 .
convertible into shares of Class D Stock (all sGamvertible Debentures are collectively referredsdhe "Exchangeable Debentures"),
validly tendered and not properly withdrawn, upbe terms and subject to the conditions set forthénProspectus, dated August 30, 1995
(the "Prospectus"), the form of which is attachedelo as Exhibit 99.1, and in the related LetteFrainsmittal (the "Letter of Transmittal"),
the form of which is attached hereto as Exhibie9®hich together constitute the "Exchange OffdFr purposes of this Statement, the C
B Stock and the Class C Stock are referred to doligly as the Exchangeable Stock. The informasieinforth on the front cover page of the
Prospectus and in the sections thereof entitledsfirctus Summary - The Exchange Offer," "Overvi@lie Exchange Offer," "The
Exchange Offer - Terms of the Exchange Offer" a@drtain Transactions - Intentions of Certain Sigaifit Stockholders Regarding
Participation in the Exchange Offer" is incorpodhkerein by reference.

(c) There is no currently established trading meftiethe Exchangeable Stock. The information eghfin the section of the Prospectus
entitled "Selected Historical and Pro Forma FinahBiata of Kiewit Construction & Mining Group" ariBescription of Securities - PKS
Stock - Ownership and Transfer Restrictions" ioiporated herein by reference.

(d) This Statement is being filed by the Issuer.

ITEM 2. SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION



(a) The consideration for the purchase of the mariramount of Exchangeable Stock for which the ErgeaOffer is being made (including
shares of Class C Stock issued in exchange fordbggable Debentures) consists of 3,541,083 sha@sass D Stock. The information set

forth in the sections of the Prospectus entitledei®iew - The Exchange Offer" and "The Exchangee©{fTerms of the Exchange Offer" is

incorporated herein by reference.

(b) Not applicable.
ITEM 3. PURPOSE OF THE TENDER OFFER AND PLANS OR PROPOSALS OF THE ISSUER OR AFFILIATE

(a)-(c) The information set forth in the sectioffishe Prospectus entitled "Prospectus Summary pd3er of the Exchange Offer," "Prospectus
Summary - The Spin-off,” "Overview - Background @harpose of the Spin-off; Purpose of the ExchanfjerCBoard Proceedings,"” "The
Exchange Offer - Terms of the Exchange Offer,"” "Bpén-off" and "Certain Transactions

- - Certain Agreement Between PKS and MFS" is ipocaited herein by reference.

(d)-(e) Not applicable.

(f) The information set forth in the sections of tArospectus entitled "Prospectus Summary - The-&hl
"The Spin-off" is incorporated herein by reference.

Overview - The Spin-off" and

(9)-() Not applicable.
ITEM 4. INTEREST IN SECURITIES OF THE ISSUER

On July 12, 1995 and July 19, 1995, PKS repurch@é8dshares of Class C Stock, in the aggregatsyput to its repurchase obligations
under the PKS Certificate of Incorporation. Theomfation set forth in the section of the Prospeentgled "Description of Securities - PKS
Stock - Repurchase Duties" is incorporated hergireference.

ITEM 5. CONTRACTS, ARRANGEMENTS, UNDERSTANDINGS OR RELATIONSHIPS WITH RESPECT TO THE ISSUER'S
SECURITIES

The information set forth in the section of the $prectus entitled "Certain Transactions - Intentioin€ertain Significant Stockholders
Regarding Participation in the Exchange Offer'hisorporated herein by reference.

ITEM 6. PERSONS RETAINED, EMPLOYED OR TO BE COMPENSATED

The information set forth in the section of the $prectus entitled "Overview - Background and Purmdtbe Spin-off; Purpose of the
Exchange Offer; Board Proceedings - Opinions oaRamal Advisors" is incorporated herein by refeenc

ITEM 7. FINANCIAL INFORMATION

(a) The information set forth in the sections @& Brospectus entitled "Summary Historical and Rnorfa Financial Data of Peter Kiewit
Sons/, Inc.,'



"Summary Historical and Pro Forma Financial Dat&iefwit Construction & Mining Group," "Summary Hegical and Pro Forma Financial
Data of Kiewit Diversified Group," and "Selectedsttirical and Pro Forma Financial Data of Peter Wi&sns', Inc., Kiewit Construction &
Mining Group and Kiewit Diversified Group" is inquarated herein by reference.

(b) The information set forth in the section of fi@spectus entitled "Pro Forma Financial Inforomdtiis incorporated herein by reference.
ITEM 8. ADDITIONAL INFORMATION

(a) The information set forth in the sections & Brospectus entitled "Certain Transactions - tigaa of Certain Significant Stockholders
Regarding Participation in the Exchange Offer" &drtain Transactions - Certain Agreements Betwi¢8 and MFS" is incorporated
herein by reference.

(b)-(c) Not applicable.
(d) There are no material pending legal proceedialgging to the Exchange Offer.

(e) Reference is made hereby to the Prospectutharrélated Letter of Transmittal, copies of whigh attached hereto as Exhibits 99.1 and
99.2, respectively, and incorporated herein byregfee in their entirety. PKS is not aware of amspliction in which the making of the
Exchange Offer or the acceptance thereof wouldaah compliance with applicable law. However, Pi€éServes the right to exclude holders
in any jurisdiction in which it is asserted thag tExchange Offer cannot lawfully be made. So Iom@KS makes a good faith effort to com
with any state law deemed applicable to the Excb@ffer, if it cannot do so, PKS believes thateRkelusion of holders residing in such state
(s) is permitted under Rule 1-4(f)(9) promulgated under the Securities Exchangeof 1934, as amende



ITEM 9. MATERIAL TO BE FILED AS EXHIBITS.

()

Exhibit 99.1 Prospectus, dated August 30, 1995.
Exhibit 99.2 Form of Letter of Transmittal sent t
Exhibit 99.3 Form of Letter of Transmittal sent t
Exhibit 99.4 Form of Letter of Transmittal sent t

Debentures.

(b) Not applicable.

(c)

Exhibit 99.5 Form of written understanding betwee
and PKS.

(d) Not applicable.

(e) Prospectus, dated August 30, 1995 (s

() Not applicable.

o holders of Class B Stock.
o0 holders of Class C Stock.
o holders of Exchangeable

n certain securityholders

ee Exhibit 99.1 above).



SIGNATURES

After due inquiry and to the best of my knowledge helief, | certify that the information set foiiththis statement is true, complete and
correct.

Dated August 29, 1995

PETER KIEWIT SONS', INC.

By: [/S/ Robert E. Julian

Robert E. Julian
Executive Vice President -
Chief Financial Oficer
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JOINT PROSPECTUS

PETER KIEWIT SONS', INC.
OFFER TO EXCHANGE

(i) CLASS D STOCK FOR OUTSTANDING CLASS B STOCK ANDLASS C STOCK,

(i) CLASS C STOCK AND CLASS D STOCK FOR 1990 SERIEONVERTIBLE DEBENTURES DUE OCTOBER 31, 2000 ANDBA1L
SERIES CONVERTIBLE DEBENTURES DUE OCTOBER 31, 2004D

(iii) CLASS D STOCK FOR 1993 SERIES CLASS D CONVEIRLE DEBENTURES DUE OCTOBER 31, 2003

DIVIDEND DISTRIBUTION BY PETER KIEWIT SONS', INC.
TO THE HOLDERS OF CLASS D STOCK
OF
40,091,644 SHARES OF COMMON STOCK
AND

15,000,000 SHARES OF SERIES B CONVERTIBLE PREFERREESTOCK

OF
MFS COMMUNICATIONS COMPANY, INC.

The Exchange Offer described herein will expir8:80 p.m., Omaha, Nebraska time, on September®®, Linless extended.

Peter Kiewit Sons', Inc., a Delaware corporatidPKS" 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
$0.0625 per share ("Class C Stock"), (ii) shareSlags C Stock and Class D Stock for any and @lk®$'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 andestfy) 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 collectierred to herein as the "Exchangeable Stock,'tlaadExchangeable Debentures and the
Exchangeable Stock are sometimes referred to tioldy herein as the "Exchangeable Securities." &mtain 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&&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 AUGUST 30, 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."

PKS RESERVES THE RIGHT TO ABANDON THE EXCHANGE OFREOR BOTH THE EXCHANGE OFFER AND THE SPIN-OFF,
AND PKS WILL ABANDON THE EXCHANGE OFFER IF IT ABANBDNS THE SPIN-OFF, ALL AS DESCRIBED IN "THE
EXCHANGE OFFER -- RIGHT OF PKS TO EXTEND, ABANDONFROMODIFY THE EXCHANGE OFFER" AND "THE SPIN-OFF --
CONDITION TO THE SPIN-OFF; RIGHT OF PKS TO ABANDOMEFER OR MODIFY THE SPIN-OFF." THUS, THERE IS NO
ASSURANCE THAT EITHER THE EXCHANGE OFFER OR THE $RDFF WILL BE CONSUMMATED, BUT IF THE EXCHANGE
OFFER IS CONSUMMATED, THE SPIN-OFF WILL BE CONSUMMAD 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 SPIN-OFF OR DEFER THE CONSUMMATION OF THE SPIN-OFF IF THE
PKS BOARD OF DIRECTORS DETERMINES AT ANY TIME THABUCH ACTION WOULD BE IN THE BEST INTEREST OF PKS
AND ITS STOCKHOLDERS. MODIFICATION OF THE TERMS ANIRZONDITIONS OF THE EXCHANGE OFFER MAY INCLUDE
THE IMPOSITION BY PKS OF A LIMIT ON THE NUMBER OF IBARES OF EXCHANGEABLE STOCK THAT WILL BE ACCEPTED
BY PKS IN THE EXCHANGE OFFER. SEE "THE EXCHANGE OER -- RIGHT OF PKS TO EXTEND, ABANDON OR MODIFY THE
EXCHANGE OFFER" AND "THE SPIN-OFF -- CONDITION TOHE SPINOFF; RIGHT OF PKS TO ABANDON, DEFER OR MODIF
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, Nebraskagtimn September 29, 1995, unless extended (suehatait may be extended, being
referred to herein as the "Expiration Date"). Exaeable Securities tendered pursuant to the Exeh@ffgr may be withdrawn as described
herein prior to the Expiration Date; thereaftectstenders are irrevocable by the tendering setwiiders.

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 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 firecedures set forth in "The Exchange
Offer -- Procedure for Tendering Exchangeable Seesy Exchange of Exchangeable Securities; DejivéiOffered Stock." Except as
described therein, any holder of Exchangeable S&=uwho has pledged such Exchangeable Secuidtiagender and who desires to
participate in the Exchange Offer must contact dentder 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. Questindsequests for assistance or for additional copfi¢his Prospectus and the Letter of
Transmittal should be directed to Michael A. Kell&fock Registrar, Peter Kiewit Sons', Inc., 100&vdt 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 infornmasiet forth in (i) the Registration Statement omir&-4 and exhibits 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 "SeesiAct") or (ii) the Schedule 13E-4 Issuer TenOéer Statement and exhibits thereto
(together with any amendments thereto, the "ScleetiBiE4") which PKS has filed with the Commission undex Exchange Act with respe
to the Exchange Offer. Reference is made to sugiisRation Statement and Schedule 13E-4 for furitifermation with respect to PKS,
MFS and the Spin-off Stock and the Offered Stodkrefl hereby. Statements contained herein congeth@provisions of documents are
necessarily summaries of such documents, and ¢atement is qualified in its entirety by referencehe 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 thertgraended March 31, 1995, as amended by Form 20A@iendment No. 1 on June 9,
1995;

3. Quarterly Report of PKS on Form 10-Q for thertgraended June 30, 1995 on August 14, 1995; and

4. The Proxy Statement of PKS filed with the Conwitis on May 1, 1995.



The following documents previously filed on theaaindicated by MFS with the Commission pursuarhéExchange 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-Kiandment 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 Ma3; 1994 (excluding the pages of the Quarterly RepoForm 10-Q for the quarter
ended March 31, 1994 of Centex Telemanagementiriogrporated 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 Nan December 13, 1994, (iii) Current Report on Fori 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 graended March 31, 1995 filed with the CommissiorMay 12, 1995;
4. Quarterly Report of MFS on Form 10-Q for the raended June 30, 1995 filed with the Commissiougust 14, 1995;

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

6. The definitive Proxy Statement of MFS filed witte Commission on August 8, 1995.

In addition, all reports and other documents fibgdPKS and MFS, respectively, pursuant to Secti@d{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 shatldémed 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 tmodified or superseded for purposes of thisf&rctus 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 SEPTEMBER 22, 1995. PKS
undertakes to provide without charge to each peisctuding a beneficial owner, to whom a copyhi§tProspectus is delivered, upon the
written or oral request of such person, a copyngfar all of the information incorporated by refece in this Prospectus, other than exhibi
such information (unless such exhibits are speifidncorporated by reference into the informattbat this Prospectus incorporates).
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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's busiogssations are organized into two primary operagjraups: the Construction & Mining
Group and the Diversified Group. The ConstructioM&ing Group engages in business as a generalagiat and as the owner and/or
operator of mining operations. The Diversified Grangages in a variety of diversified businessvigs, including coal mining,
telecommunications, and energy production.

The construction business of the Construction &iMinGroup is conducted by subsidiaries of Kiewih&wuction Group Inc., a wholly-
owned subsidiary of PKS ("KCG"). KCG and its jowrgntures perform construction services for a braagje of public and private custom
primarily in North America. New contract awards ithgr 1994 were distributed among the following comstion markets:

transportation, including highways, bridges, aitp@nd railroads (48%), power (18%), oil and g&94), commercial buildings (8%), sewer
and waste disposal (5%), and residential (4%), waritialler awards in the water supply systems, damdseservoirs, marine, and mining
markets. As general contractors, KCG's subsidiaiiesesponsible for the overall direction and ngan@ent of construction projects and for
completion of each contract in accordance with gmpfans, and specifications. KCG plans and sclesdhk projects, procures materials,
hires workers as needed, and awards subcontrdesnining business of the Construction & Mining @Gvas conducted through Kiewit
Mining Group Inc. ("KMG"). KMG acts as the operaton a fee basis, of three coal mines in which Ki€&wal Properties Inc. ("KCP"), a
Diversified Group subsidiary, owns a 50% inter&$lG also owns and operates two smaller coal mimelss@veral construction aggregate
quarries.

The Diversified Group owns significant interestghinee publicly traded companies, MFS Communicatiompany, Inc. ("MFS"), C-TEC
Corporation ("C-TEC") and California Energy Compahmgc. ("CECI"). MFS's business is described bel®aTEC currently has four
operating groups. The Telephone Group consistsR&rasylvania public utility providing local telepte service to a 18eunty, 5,067 squa
mile service territory in Pennsylvania. The Cablew is a cable television operator with cablevisien systems located in New York, New
Jersey, Michigan and Delaware. The Long Distanasells long distance telephone services indba&l lservice area of the Telephone
Group and resells services elsewhere in Pennsgv@ihe Communications Group provides telecommuioicsirelated engineering and
technical services in the northeastern United St&2&CI is engaged in the exploration for, and tgreent and operation of, environment
responsible independent power production facilitvesldwide utilizing geothermal resources or otbeergy sources, such as hydroelectric,
natural gas, oil and coal. The Diversified Grolpptigh its wholly-owned subsidiary, KCP, also owntgrests in three coal mines operated
by the Construction & Mining Group.

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 Dataret;. ("MFS Datanet") and MFS International, Inc.

1



("MFS International"); and network systems integnat primarily though MFS Network Technologies, I§tVIFS Network Technologies").
In addition, MFS Development, a division of MFStsaas an internal network development resourcéhiplanning and construction of
MFS's own networks. MFS reported a net loss of Bidllion, $15.8 million and $151.2 million for thteree years ended December 31, 1
1993 and 1994, respectively, and $128.7 milliontfier six months ended June 30, 1995.

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 meetelquirements of the customer. MFS also serveswirgg 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 MitSf®rization from the state of New
York, recently began offering switched servicegig@ustomers. These services are provided ovir-sfethe-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 Asynchronoussfieramode ("ATM") network. Among the services offe
by MFS Datanet is the connection of Local Area Ne&s ("LANs") across town or across the countrthatsame native speed and protocol
as that at which the LANs operate. MFS Datanetrsfifidggh-speed LAN interconnect services includingnfe Relay, Ethernet, Token Ring,
and FDDI utilizing its ATM network.

- MFS International currently offers communicati@®svices 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 iatenmal opportunities and to better
serve MFS's existing customer base of multinaticoaipanies. MFS International currently plans teetigp 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 deplopisisticated networks. Such
projects and applications include voice and datevars, interactive distance learning networksusgg 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 apieadax law relating to the Spin-off that are addel by the Ruling, PKS and Kiewit
Diversified Group Inc., a wholly owned first-tienlssidiary



of PKS ("KDG"), have agreed with MFS to effect €S Recapitalization pursuant to which KDG wouldange 2,900,000 of the
42,962,658 shares of MFS Common Stock currentlgt hglKDG for 15,000,000 shares of MFS Preferrectistdhe MFS Recapitalization
will be consummated immediately prior to the Spfh-As a result of the MFS Recapitalization, thegemtage interest of the common equity
of MFS owned by KDG (calculated taking into accoaatstanding options and warrants to acquire MFB@on Stock, and securities
convertible into MFS Common Stock) will be reducadd the percentage interest of such common eqtifFS owned by non-PKS holders
of MFS Common Stock will be correspondingly incie@sThis percentage interest shift will result ireduction of approximately $60 millic
in the value of the outstanding MFS Common Stodd bg KDG (based on the last reported sale prickleS Common Stock on August 24,
1995). In exchange for this reduction, KDG will e 15 million shares of high-vote MFS Preferreédc® in a face amount of $15 million.
The terms of the MFS Recapitalization were deteeahithrough arm's length negotiations between theagement of PKS and the
management of MFS, and were approved by the MF8®Bt# PKS Board and independent special comrsittéthe MFS Board and the
PKS Board. See "Overview -- Background and Purpbsiee Spin-off; Purpose of the Exchange Offer; Bio@roceedings."

The MFS Recapitalization was approved by the heldéMFS Common Stock at the MFS 1995 annual stuldiéns meeting held on August
24,1995. In connection with such approval, PKSuall of the shares of MFS Common Stock ownedatrolled by it in the same manner
as the majority of the non-PKS holders of MFS ComrBtock (and not the holders of any preferred stdddFS which was outstanding)
present in person or by proxy at the meeting vofeds, the MFS Recapitalization was supported tmapority of such non-PKS stockholders
of MFS. See "Overview -- The MFS RecapitalizatidBubsequent to the consummation of the MFS Rediaptian, KDG will distribute as a
dividend to PKS the 40,062,658 shares of MFS Com8tonk 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 shared&fS Common Stock from MFS for
$1,000,000. Under the agreement between PKS andddi#&ning the MFS Recapitalization, neither theSviRecapitalization nor such
purchase of MFS Common Stock would be consumméteid$ abandoned the Spin-off. If PKS were to prepasnaterial modification to
the terms of the Spioff (which PKS considers to be highly unlikely),tbd®KS and MFS would review the terms of the MFS$dpétalizatior
in the context of the modified Spin-off to determiwhether to consummate the MFS Recapitalizatioitscgxisting terms or to consider
alternative terms. See "Overview -- The Spin-off."
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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 MBENTURES 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.
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share. There is no assurance as to the market
Common Stock at the Spin-off Date.

(4) As shown in the table, the greater the num

Exchangeable Stock exchanged in the Exchange

the reduction in the Class D Per Share Pric
the Spin-off. This is attributable to the fact

of the reduction in the Class D Formula Value
the Spin-off will be a fixed amount equal
investment in the Spin-off Stock to be distr
the amount of such reduction on a per share
amount of the reduction in the Class D Per Sh

decrease as more shares of Class D Stock ar

Exchange Offer. Also, as shown in the table

greater the number of shares of Exchangeable

in the Exchange Offer, the fewer the numbe
Spin-off Stock (and hence the less the value
Stock) distributed per share of Class D Stock

See "Risk Fact
Exchange Offer
Effect of Spin-
Spin-off Stock
Class D Stock b
to repurchase
-- Risk Factor
Spin-Off and P
Becoming Public

Condition to the Spin-off; Right
to Abandon, Defer or Modify......

The Spin-off wi
remains substan
state regulato
complied with
Spin-off. Ift
that such actio
and its stockh
(i) defer the
modify the ter
necessarily be
is abandoned.
summated, the
thereafter. Se
Spin-off; Righ
Spin-off."

10

share assumption
f the tender of

y PKS. PKS does
is likely. The
5,000,000 figure
res of Class B

, 1995.

cluding earnings
gation described
n," would not be
1996.

Common Stock is
ce on the Nasdaq
ch share of MFS
lue of $1.00 per
price of the MFS

ber of shares of
Offer, the less
e resulting from
that the amount
resulting from
to PKS's book
ibuted, whereas
basis (I.E., the
are Price) will
e issued in the
on page 7, the
Stock exchanged
r of shares of
of the Spin-off
in the Spin-off.

ors -- Risk Factors Relating to the

, the Spin-off and PKS Securities --

off on Class D Per Share Price; Value of
Dependent on Market." If and when the
ecomes Publicly Traded, PKS's obligation
such stock will cease. See "Risk Factors
s Relating to the Exchange Offer, the
KS Securities -- Effect of Class D Stock
ly Traded."

Il not be consummated unless the Ruling
tially in effect. There are no federal or

ry requirements or approvals that must be
or obtained as a condition of the

he PKS Board determines for any reason
n would be in the best interest of PKS
olders, PKS may (i) abandon the Spin-off,
consummation of the Spin-off or (iii)

ms of the Spin-off. The Spin-off will not
abandoned in the event the Exchange Offer
However, if the Exchange Offeris con-
Spin-off will be consummated promptly
e "The Spin-off -- Condition to the

t of PKS to Abandon, Defer or Modify the



Certain Tax Considerations........ Pursuant to the Ruling, for United States federal income

tax purposes th e 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 St ock, and the holders' holding periods for
the Spin-off St ock generally will include their holding
periods for t he Class D Stock. See "The Spin-off --
Certain United States Federal Income Tax 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 8pn-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 metes an opportunity to exchange such debentaredffered Stock, prior to the
proposed Spin-off. See "Overview -- Background Baodpose of the Spin-off; Purpose of the ExchanderOBoard Proceedings."

RISK FACTORS

Holders of Exchangeable Securities should carefidhysider the factors discussed under the sectititheel "Risk Factors" in this Prospectus
before making a decision to participate in the Exaje Offer. Several of such factors are also reletieathe assessment by holders of Class D
Stock of the consequences of the Spin-Off.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF

PETER KIEWIT SONS', INC.

RESULTS OF OPERATION:
Revenue (3)(4)
Net earnings (5)(6).......cccovvveerruvrrenennn.

FINANCIAL POSITION:

Total Assets (3)(4)..cccveeeveeeeiiireainnn,
Current portion of long-term debt (3)(4)........
Long-term debt, less current portion (3)(4).....
Stockholders' equity (7).......cccvvveeiinrenns

(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 six months ended June 30, 1995,
financial position data as of June 30, 1995 as
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) The PKS Board of Directors preliminarily appro
distribution of its entire ownership intere
Class D Stock at a special meeting on June 9,
of MFS have been classified as a single li
earnings for all periods presented. PKS's pro
assets of MFS at June 30, 1995 of $447 million
on the consolidated balance sheet.

(4) 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

(5) 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%.

(6) On May 5, 1995, the U.S. government and a sub
settlement agreement with respect to the Whi
settlement of all claims, PKS received $135
it recognized as income.

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

PRO FORMA (1)
HISTORICAL ~ seeeeemeceeeee e
SIX MONTHS
SIX MONTHS  FISCAL YEAR ENDED ENDED JUNE 30,
FISCAL YEAR  ENDED  DECEMBER 31, 1994 1995
ENDED JUNE 30,  -eememmemeememece S ——
SCENARIO SCENARI O SCENARIO SCENARIO
1993 1994 1994 1995 #1(2) #2(2) #1(2) #2(2)
(DOLLARS IN MILLIONS, EXCEPT PER SHAR E AMOUNTS)
$2,050 $2,704 $1,194 $1,260 $2,704 $2,704 1,260  $1,260
261 110 45 71 177 177 154 154
3,634 4,504 3,585 3,138 3,138
15 33 14 13 13
462 908 379 377 377
1,671 1,736 1,842 1,479 1,479

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December
respectively. The pro forma
sumes 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 2 is set
tender of substantially more

t believe that atender of

ved a plan to make a tax-free
stin MFS to the holders of
1995. The operating results
ne item on the statements of
portionate share of the net
has been reported separately

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

sidiary of PKS entered into a
tney Benefits litigation. In
million on June 2, 1995 which

k at June 30, 1995 was $1.7

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

ENDED

Net earnings.... 80
Per Common Share
Net earnings (3) 4.63
Dividends (4) 0.70
Stock price (5).. 22.35
Book value............. 27.43
FINANCIAL POSITION:
Total assets.........cccoevernnnne 889
Current portion of long-term
debt...ooiiiiiie 4
Long-term debt, less current
POrtioN...cceeeiieiiieee, 10
Stockholders' equity (6) 480
Formula Value (5).......ccccccuue 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 six months ended June 30, 1995,
financial position data as of June 30, 1995 as
were consummated as of such date. The pro fo
Construction & Mining Group should be read in
Construction & Mining Group's historical finan
thereto and the "Pro Forma Financial Inform
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 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) Fully diluted earnings per share have not bee
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 St
employees conditioned upon the execution of
restrict the employees from transferring th
committed to purchase all Class B Stock and
computed, when put to PKS by a stockholder, pu
Incorporation. The aggregate redemption value
1995 was $372 million.

FISCAL YEAR ENDED
AR SIX MONTHS DECEMBER 31, 1994
ENDED JUNE 30,  ---rerermemmemeeeees
--------------------------- SCENARIO  SCENAR

1994 1994 1995 #1(2) #2(2

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AM

2175 % 939 $ 988 $ 2,175 $ 2,
7 17 34 75

4.92 1.10 2.44 5.88 6
0.90 0.45 045 - -
2555 2190 25.10

31.39 2819 33.92

967 967
3 2
9 7
505 503
411

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December
respectively. The pro forma
sumes that such transactions
rma financial data of Kiewit
conjunction with the Kiewit
cial statements and the notes
ation" included elsewhere or

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 2 is set
tender of substantially more

t believe that a tender of

n 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

ock is restricted to certain
repurchase agreements which
e stock. PKS is generally
Class C Stock at the amount
rsuant to the Certificate of

of the B&C Stock at June 30,

O FORMA (1)

SIX MONTHS ENDED
JUNE 30, 1995

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

OUNTS)

175 $ 988 $ 988
74 33 32

.84 297 3.54

28.20 28.70

36.08 38.23
892 841
2 2
6 6
429 378

See "Selected Historical and Pro Forma FinancighD&Kiewit Construction & Mining Group" for furétr information.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF

RESULTS OF OPERATIONS:
Revenue (3)(4)
Net earnings (5)(6).......cccovvveerruvrrenennn.

Per Common Share
Net earnings (7).....cccoceeevvreeniieeennnnn.
Dividends.........
Stock price (8)..
BOOK Value........ccoeevviriieiieniiccieene

FINANCIAL POSITION:

Total assets (3)(4)..ccvveevvvveenveeeaiennnn

Current portion of long-term debt (3)(4)........
Long-term debt, less current portion (3)(4).....
Stockholders' equity (9)......ccoovvveeiierens
Formula Value (8).......cccocvvvevivveeriiennne

(1) The pro forma results of operations data are ¢
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1, 1995 for th
31, 1994 and the six months ended June 30,
forma financial position data as of June
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) The PKS Board of Directors preliminarily appro
distribution of its entire ownership interes
Class D Stock at a special meeting on June 9
of MFS have been classified as a single lin
earnings for all periods presented. PKS' pr
assets of MFS at June 30, 1995 of $447 million
on the balance sheet.

(4) 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

(5) 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

(6) On May 5, 1995, the U.S. government and a sub
into a settlement agreement with respec
litigation. In settlement of all claims, the G
June 2, 1995 which it recognized as income.

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

(8) 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.

(9) 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 Sto
billion.

See "Selected Historical and Pro Forma FinanciaghD&Kiewit Diversified Group" for further inforntian.

KIEWIT DIVERSIFIED GROUP

HISTORICAL

FISCAL YEAR ENDED
FISCAL YEAR  SIX MONTHS DECEMBER 31, 1994
ENDED  ENDED JUNE 30 --e-e--ecmememeee
SCENARIO SCENARI
1993 1994 1994 1995 #1(2) #2(2)

(DOLLARS IN MILLIONS, EXCEPT PER SHAR

$ 267 $ 534 $ 255 $ 274 $ 534 $ 534
181 33 28 37 102 103

9.08 163 135 175 473 4.63
050 - - - - -

59.40 60.25 59.40 60.25

59.52 60.36 60.10 62.90

2,759 3,549 2,633
11 30 12
452 899 372

1,191 1,231 1,339

1,191 1,231

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December
1995, respectively. The pro
30, 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

ved a plan to make a tax-free
tin MFSto the holders of

, 1995. The operating results
e item on the statements of
oportionate share of the net
has been reported separately

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%.

sidiary of the Group entered

t to the Whitney Benefits

roup received $135 million on

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
ck at June 30, 1995 was $1.3
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SIX MONTHS ENDED
JUNE 30, 1995

$ 274 $ 274
121 122
5.39 5.23
46.45 46.95
46.45 46.97
2,261 2,312
11 11
371 371
1,050 1,101



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 Novembe
Communications, Inc. as of November 14, 1994,

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

(3) For each of the three years ended December 31,
ended June 30, 1995, earnings were insuffic
during the periods shown by the amount of
$12,563,000, $22,989,000, $153,304,000 and $12

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

(5) Information presented as of the end of the p
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 telecommunicat

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,
r1, 1994 and RealCom Office

atements, which describes the

1994 and for the six months
ient to cover fixed charges
loss before income taxes of
8,536,000, respectively.

re interest, income taxes,

s commonly used in the
s on the basis of operating

s not intended to represent
mined by generally accepted
ents of Cash Flows.

eriod indicated and derived
ch are not audited.

e equivalent circuits.

he telecommunications path in

miles installed (excluding
ions path multiplied by the

SIX MONTHS
------- ENDED
4(1) JUNE 30, 1995

EPT PER SHARE DATA)

228,707  $220,867
58,040 37,478

286,747 258,345

273,431 259,017
73,869 60,721
75,576 53,724

136,129) (115,117)

(17,175)  (13,419)

153,304)  (128,536)
2,103 (200)

(62,260) $ (54,396)
(10,422)  (66,833)

576,711 264,293

713,430 2,241,601
2,754 3,698
2,405 2,702

107,919 136,060

12 12

787,453 $1,055,581
584,546 1,826,833
548,333 596,958
770,103 963,466



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 Nasdaq Nationak&taas of August 24, 1995) would
be $80.54 and $77.81, respectively, compared toeective estimated values of approximately $.arid $18.50 that would be attributa
to MFS under such scenarios for purposes of detémmihe Class D Per Share Price. See the tabtir U@verview -- The Spin-off."
Accordingly, although there is no assurance akeanarket price of the MFS Common Stock at the -Bffilbate, the sum of (i) the market
value of the MFS Common Stock distributed to a bolof Class D Stock plus (ii) the redemption vadfithe MFS Preferred Stock distribut
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 Stau 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

16



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 described under "DescriptioBegfurities -- PKS Stock."

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 farabte future, (iii) the potential for growth anet thisk of decline in the Class D Per Share
Price of such stock, which are dependent on thianbss 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 SHariee is based, in view of the diverse and geheleds mature businesses that
comprise the Diversified Group as compared to thesuction & Mining Group and (v) the terms of fkass D Stock described under
"Description of Securities -- PKS Stock." In adaiitj holders of Exchangeable Stock should consideanticipated risks and benefits of the
Spin-off for the holders of the Class D Stock ia ttontext of all the other factors discussed ia tRisk Factors" section, including all of the
special considerations associated with ownershi$ securities discussed below under "Risk Fad®elating to MFS" and under
"Description of Securities -- MFS Common Stock" drdMFS Preferred 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 graptoto whom Class C Stock is to
be offered and determine the number of shares affered to each such employee based on consideratia wide range of factors, includi
the employee's effort and relative contributiofPS's economic performance; the employee's leviedsgfonsibility; the potential displayed
by the employee; the employee's length of sendnd;the amount of Class C Stock presently ownetthdgmployee.

If an employee exercises his or her right undeK& Certificate of Incorporation to sell Class ©c¢k back to PKS or to convert Class C
Stock into Class D Stock during any year, the PK&rH and management generally consider such sabe& and conversions, in addition to
the factors described above, in determining whetheffer Class C Stock to the employee in theofwihg year, and if Class C Stock is
offered to such employee, the amount of Class €k3o offered. Although the sale or conversion lafs€ C Stock is not the only factor tal
into account in those cases, PKS generally hasnéelcto sell Class C Stock to an employee in the j@lowing a year in which the
employee has sold Class C Stock or converted CQ&&wck into Class D Stock.

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 sucHom@, 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.

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

If the exchange of Offered Stock for ExchangealitelSin the Exchange Offer constitutes, for Unigtdtes federal income tax purposes, a
"recapitalization” within the meaning of Sectior88®)(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, the exchange of Offer¢ack for Exchangeable Stock should be tax-freeamigipating holders from a United
States federal income tax perspective, althougte tisean element of uncertainty regarding the faldeacome tax consequences of such
exchange. In the event the Exchange Offer is ebtaxeansaction for United States federal incomeptarposes (an outcome the management
of PKS believes is unlikely), then participatingders would recognize gain or loss on the excharigeffered Stock for Exchangeable Stc
See "The Exchange Offer -- Certain United StateteFs Income Tax Considerations Relating to theharge Offer."

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 thadid so) to transfer funds from the Construction &idg Group to the Diversified Group, in
amount equal to the aggregate Class B&C Per Share & the Class B Stock and Class C Stock so@ed, in order that the conversion
will not have the effect of diluting the Class Drrmla Value. PKS will take the same action withpexst to Exchangeable Stock exchanged
for Class D Stock in the Exchange Offer. Thus,tege 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€B Stock and Class C Stock were
exchanged for Class D Stock pursuant to the Exanh@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 Constamcé 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 Groevifh have sufficient funds, either
from cash on hand or cash flow from operationsnéde any such transfer. If, however, more shar€dasfs B Stock and Class C Stock were
tendered for Class D Stock than currently anti@gasuch funds might not to be sufficient to fuldfsuch transfers, and the Diversified
Group might defer receipt of such transfer on atstesm, interest-bearing basis. However, the PK&rB does not intend to cause the
Diversified Group to provide any such deferral doray-term basis. If the Construction & Mining Gpis unable to fund all such transfers
within a short period after the Spin-off, PKS indsrto cause the Construction & Mining Group to barfrom third parties the funds
necessary to make such transfers. PKS does naefany circumstance under which those transfensdwmt ultimately be made. In any
event, PKS has reserved the right to impose a mithe amount of Exchangeable Stock that may beagged in the Exchange Offer, and
the liquidity of the Construction & Mining Group @e factor the PKS Board of Directors would coesid determining whether such a limit
were appropriate. See "The Exchange Offer -- Taritke Exchange Offer."
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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 describedebader "Transfer from Construction & Mining Grouporeover, 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 miningbsses in which the Construction & Mining Groupreatly engages and chooses to
engage in the future.

The risks associated with the businesses of that@artion & 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-paynisntowners, the risk of cost overruns and jobdessn particular projects, risks associated
with increasing competition in the constructionibess, 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 amounswth reduction will depend upon the
number of Exchangeable Securities exchanged iExbbange Offer. For example, assuming in two adtéve scenarios that (i) 3,000,000
shares and (ii) 5,000,000 shares of Exchangeablk Sdnd in each case all of the Exchangeable Defes) are exchanged in the Exchange
Offer, the estimated Class D Per Share Price gitémng effect to the Spin-off would be $41.00 antl® 5, respectively. Accordingly, as a
result of the Spin-off, the price at which holdef<lass 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 s Stock 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&k to realize value upc

a sale of such stock will be entirely dependenthenmarket for MFS Common Stock. The market prickIBS 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 sliatbd second quarter of 1994); during the
52 week period preceding August 24, 1995, the highlow trading prices per share were $47.25 aBd7$2 respectively. See "-- Risk
Factors Relating to MFS" below for a discussior@tain factors that may affect the market pricé16fS Common Stock. The MFS
Preferred Stock is non-transferable for a periosixfears from its date of issuance with limitedeptions. See "Description of Securities --
MFS Preferred Stock."

BUSINESSES OF DIVERSIFIED GROUP

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 businesses@fiiversified Group and any other businesses tkerBified Group may choose to enter in
the future, as well as on other factors that affaetl will continue to affect, such prospects.
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The Diversified Group currently engages in thréagipal businesses other than the businesses of kb mining, through KDG's wholly
owned subsidiary Kiewit Coal Properties Inc. ("KERNhdependent power production, both through KD&mership of a significant
minority interest in California Energy Company If6CECI") and through the project development amahership 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 endecember 31, 1994
incorporated by reference in this Prospectus fisaussion of the Diversified Group's principal inesses.

A holder of Exchangeable Securities should cangftdinsider the following matters relating to thapipal businesses of the Diversified
Group before deciding to tender Exchangeable SEssipursuant to the Exchange Offer. Such matteralao relevant to the assessment by
holders of Class D Stock of the consequences d flie-off.

DIVERSIFIED GROUP CASH FLOWS. The Diversified Grodgrives most of its operating cash flow from igicmining business. During
1994, for example, the Diversified Group receiv&d #illion, or substantially all, of its after-taret operating cash flow from its coal mining
operations. Although that business currently predwsubstantial cash flow, those cash flows willidecsubstantially over the next few yee
For example, after-tax net operating cash flow ficoal sales under long-term purchase contractghwaas approximately $55 million in
1994, is expected to decline to approximately $38am by 1998 and to approximately $10 million B902, 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 operatoash flows, and neither CECI nor C-TEC is expetbguhy dividends to KDG in the
foreseeable future. As a result, the ability of Eheersified Group to fund future business oppoitiae will depend, in part, upon its ability to
invest its currently available cash and the remngjitioal mining cash flows in businesses that vélhble 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 attraabivcapable of being financed. The future
growth of CECI's and KEC's businesses dependseaubcess of such developmental endeavors, areldarbe no assurance that
development efforts on any particular project,rogéneral, will be successful.

CECI OPERATING REVENUES. After the Spin-off, KEGterestment in CECI will represent approximately 16#t4he Class D Formula
Value. CECI currently depends on a series of cotgraith a single customer, Southern CaliforniasBdi("SCE"), for substantially all of its
operating revenues. The contract prices payablerfergy supplied by CECI to SCE are fixed undes¢hmntracts for set periods (which
periods end from 1997 to 2000 for CECI's princigahtract), and are then based on SCE's publisheddid cost of energy." For example,
for September 1994 the time period-weighted avecd@CE's avoided cost of energy was 2.2 CENT &, compared to the time period-
weighted average September 1994 selling pricesrfergy under CECI's contracts of approximately

10.9 CENTS per kwh. Thus, the revenues generatedtly of CECI's facilities operating under its eatrcontracts are likely to decline
significantly after the expiration of the fixed-pei period.

LEVERAGE. Although KDG does not have substantidiebtedness, CECI and, to a lesser extent, C-TEE higher levels of indebtedness.
In particular, CECI has incurred substantial inédbiess, both at the corporate level and to findegelopment of power projects. In additi
KEC expects to use debt financing for a signifigamttion of the costs of the international powesjgcts to be developed with CECI.
Although debt financing may increase the equitynret 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.
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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 piata 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 subjexvarying degrees of federal, state, local anerivdtional 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 concepwditical instability, expropriation and uncertajrgurrounding 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 mityshare, 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, constittteargin stock" within the meaning of various FeddReserve regulations restricting
the amount of credit that a lender may extend imeation with the purchase or carrying of margatktwhere the loan is, or under such
regulations is deemed to be, secured directlydirantly by margin stock. Such regulations alsodsgcertain procedural requirements in
connection with such loans.

In addition, a lender that has extended creditregtchy PKS stock, in making decisions as to howmuredit to extend against the collateral
held by such lender, may assign a different loanaloe ratio to the Class D Stock as comparedg¢diiass 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 Stockrafhe Spin-off as compared to the loan-to-
value ratio assigned to the Class D Stock befareStiin-off. Further, the Class D Per Share Pricg Inedless readily predictable than the
Class B&C Per Share Price has historically beed the market value of the MFS Common Stock is etqubto be more volatile than
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the Class D Per Share Price has historically b&etecline in the Class D Per Share Price of Clag&tdgk pledged to a lender or a decline in
the value of MFS Common Stock pledged to a lendatdcresult in the lender requiring that the boreowledge additional collateral.

If Exchangeable Securities being exchanged purdoaht Exchange Offer are pledged to a lendegr@ff 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 (inclugli@lass D Stock received in exchange for Excharlgegdxcurities in the Exchange Offer) is
pledged to a lender, some or all of the Spin-oficEtreceived in the Spin-off is probably also sabje the pledge. As a result, a
securityholder may be required to deliver Offeréoc® received in exchange for Exchangeable Seesriti the Exchange Offer and Spin-off
Stock received in the Spin-off to such securityleokllender upon receipt of that stock.

IN LIGHT OF THE FOREGOING, PERSONS WHO HAVE PLEDGEHXCHANGEABLE 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 OHE 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$epurchase such stock terminates when
the Class D Stock becomes Publicly Traded. Ingkant, the ability of a holder of Class D Stockealize value upon a sale of such stock
will be entirely dependent on whatever market teeists for the Class D Stock. Moreover, the PKSifleate of Incorporation provides that,
after the Class D Stock is Publicly Traded, anyssgjoent conversion of Class C Stock into ClassdekSwould be based upon the market
value of the Class D Stock, rather than the ClaBebDShare Price. Accordingly, holders making ssaversions would not be able to derive
any actual or potential benefit from the excesanif, of the market value of the Class D Stock dherClass D Per Share Price, or any excess
of the market value of the businesses comprisiadiwersified Group over the value assigned toatbeets of the Diversified Group under the
PKS Certificate of Incorporation for purposes af ttetermination of the Class D Per Share PricghByras noted above, the right of a holder
of Class D Stock to convert such stock to Clas$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 assuraratesth efficient trading market for the
Class D Stock would develop. Further, the markigepof the Class D Stock is expected to be moratielthan 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 Nathaeket or in the over-the-counter market or takather action to facilitate the Public
Trading of the Class D Stock. If the Class D Staveke to become Publicly Traded, the current agdi@gaf 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 féetttthe capital structure of the Company usesrdiffieclasses of stock to reflect the
performance of the two Groups of the Company, Aeddct that the voting characteristics of the €l@sStock, which will continue to be
owned only by employees of the Company, give tles€C Stock a significant measure of voting cordvelr the Company, could cause an
undervaluation of the Class D Stock by the invesfinblic. The PKS Board would take these factois atcount in making a decision
regarding facilitation of Public Trading of the 8D Stock. In addition, the PKS Board would take account the desirability of reducing
the Company's repurchase obligations with respeit$ capital stock, the feasibility of raising @apby issuing Class D Stock in public
offerings or private placements, and any improvemehthe earnings of and the general level of nagion of the newer Diversified Group
businesses. Moreover, the ability to provide fer likting of the Class D Stock on a securities eaxge, the Nasdag National Market or in the
over-the-counter market will be subject to the laregulations and listing eligibility criteria irffect from time to time.
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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 $136.1 million for the three years edd@ecember 31, 1992, 1993 and 1994, respectivety$a15.1 million for the six months
ended June 30, 1995. Although its revenues haveased substantially in each of the last threesy®dFS has incurred significant increases
in expenses associated with the development angheign of its fiber optic networks, services anstomer base. There can be no assurance
that MFS will achieve or sustain profitability ihe 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 Toamss -- Agreements Regarding
Restrictions on Transfer of Spin-off Stock." Nored#ss, after the Spioff a substantial number of shares of MFS CommaelSivill become
available for future sale in the public marketsatidition, since MFS has issued, and may contiauisstie, shares of MFS Common Stock in
connection with financing, employee benefit plaagjuisitions or otherwise, it is possible thatienber of outstanding shares of MFS
Common Stock available for sale in the future contitease significantly. Sales of substantial nurslo¢ such shares in the public market in
the future could adversely affect the market patthe MFS Common Stock and could impair MFS'sighib raise additional capital through
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 adversadfect MFS's results of operations. In
addition, MFS's network systems integration reverare and generally will continue to be dependpntwa small number of large projects.
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 sigiesrof growth companies similar to MFS have histally been highly volatile. Future
announcements concerning MFS or its competitochyéing quarterly results, technological innovasipgservices or government legislatiol
regulation, may have a significant effect on theketprice of the MFS Common Stock.

DIVIDEND PAYMENTS; LIQUIDATION

MFS has never paid a cash dividend on the MFS CamfBtock and does not presently intend to do sthioforseeable future. In January
1994, MFS issued approximately $788 million aggtegaincipal amount of Senior Discount Notes (tBerfior 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 underwritteblipwffering, 9,500,000 Depositary
Shares, each representing a one one-hundredtbshtara share of Series A 8% Cumulative Convertitieferred 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 alladcand unpaid dividends on the DEC:!
the event of the liquidation of MFS. The Indentarel other debt agreements to which MFS is a pestyict 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 STOCK; IRR EVOCABLE PROXY

The shares of MFS Preferred Stock to be receivetidoyolders of Class D Stock in the Spin-off carrsold 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."
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MFS does not intend to consent to any transfetsntiight have the effect of transferring a signifitpercentage of voting power to a third
party. The holders of the MFS Preferred Stock &wedhblders of MFS Common Stock will vote togetheraingle class except as otherwise
required by law. Each share of MFS Preferred Shackfive (5) votes on all matters presented tstbekholders of MFS. KDG, however, t
agreed to grant the Secretary and Assistant SegaftdFS an irrevocable proxy to vote all of tHeases of MFS Preferred Stock in
proportion to the vote of the holders of MFS Comn&tock on all matters (including, but not limitex] business combinations) other than the
election of MFS directors and matters as to whighholders of MFS Preferred Stock vote as a sepalass under Delaware corporation law.
The irrevocable proxy will be binding on all re@pis of MFS Preferred Stock in the Spin-off anda assult, will limit the ability of the

holders of shares of MFS Preferred Stock to infteellFS actions on all matters other than the @leaif directors. See "Description of
Securities -- MFS Preferred Stock."

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 aequAt a meeting on April 26, 1995 (the "April 26FS Board Meeting"), the MFS Board of
Directors approved, and resolved to submit to thekbolders of MFS for approval at the MFS 1995wmimeeting of stockholders, an
amendment to the MFS certificate of incorporatiointrease the authorized number of shares of peefstock of MFS from 1,000,000 to
25,000,000. The approval by the stockholders of MEthe MFS 1995 annual meeting of the increasleeémumber of authorized shares of
preferred stock was required in connection withSpa-off. PKS voted all shares of MFS Common Stowked or controlled by it for this
proposal at the MFS 1995 annual meeting of stocldrsl Accordingly, by virtue of PKS's indirect owsigip of approximately 67% of the
outstanding shares of MFS Common Stock at the ¢itiee MFS 1995 annual meeting of stockholders, pinoposal was adopted without the
vote of any other stockholders of MFS.

In addition, at the April 26 MFS Board Meeting, thi€-S Board of Directors approved, and resolvedutmnst 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 incaaion to divide the MFS Board of Directors intodghlrclasses, prohibit stockholders of M
from taking action by written consent, require thpécial meetings of stockholders be called onlyhieyboard 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 agreed that, ifMi€S Recapitalization was approved by the non-P&8édrs of MFS Common Stock as
described herein, PKS would vote all of the shafédFS Common Stock owned or controlled by it indaof the proposed amendments,
thus assuring their adoption. The MFS Recapitatinaivas approved, PKS voted all of the shares ocSNIIemmon Stock owned or controll
by it in favor of the proposed amendments and guoposed amendments were adopted at the MFS 19@f&lameeting of stockholders held
on August 24, 1995.

In addition, at the April 26 MFS Board Meeting, tii€S Board of Directors approved certain amendmintise by-laws of MFS that
prescribe specific procedural requirements fomibimination of directors and the introduction of ibess by a stockholder of record at an
annual meeting of stockholders where such busisasst specified in the notice of meeting or brotigy or at the discretion of the MFS
Board of Directors. The MFS Board of Directors ghéans to consider, in the near future, the adaptifoa shareholder rights plan.
Notwithstanding the receipt of the requisite stamklbr approval or further approval of the MFS Boafdirectors, each of the foregoi
amendments to the MFS certificate of incorporatiad the bylaws of MFS, as well as any shareholder rights pldapted by the MFS Boal
will be implemented only upon consummation of tipénSoff.

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 déine by-laws of MFS described above, could makesrddficult or discourage the removal
of MFS's
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management, which some or a majority of the MF8ldtolders may believe to be beneficial, and coiddalirage or make more difficult or
expensive, among other transactions, a mergenimgMFS, or a tender offer, open market purchasgnam or other purchases of the
capital stock of MFS in circumstances that woulediiFS stockholders the opportunity to realizeengum on the sale of their MFS capital
stock over the then-prevailing market prices, wtsome or a majority of such holders may deem tim biieeir best interests.

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

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

(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, 288¢h such share of Class C Stock will then beangbable for .416598 shares of Class
D Stock pursuant to the Exchange Offer as desciibethuse (i) above);

(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, 288dh such share of Class C Stock will then be axgbable for .416598 shares of Class
D Stock pursuant to the Exchange Offer as desciibelhuse (i) above); and

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

(subject, in each case, to rounding conventiongyded to eliminate fractional shares, as descritgrdin).

The Exchange Offer is being made on the terms abget to the conditions described herein undee"ERchange 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 issuabline Exchange Offer, of the Spin-off Stock, cstieg of all of the 40,091,644 shares of
MFS Common Stock and all of the 15,000,000 shaffé4F® Preferred Stock to be held by PKS at the tifhéne Spin-off. MFS Common
Stock distributed in the Spin-off will constituteet major portion of the Spin-off Stock in termsvafue, while the MFS Preferred Stock will
constitute a minor portion of the Spin-off Stockénms of value. The MFS Common Stock is curretmtiged on the Nasdaq National Market
under the symbol "MFST." On August 24, 1995 the leported sale price of the MFS Common Stock perted by the Nasdaq National
Market was $45.50 per share. No holder of ClassdakSwill be required to pay any cash or other aderstion, to surrender or exchange
shares of Class D Stock or any other security take any other action in order to receive the Sfirstock pursuant to the Spin-off.

The Spin-off Stock will include the 40,062,658 sfsmof MFS Common Stock and the 15,000,000 sharkd-68f Preferred Stock held by
KDG after giving effect to the MFS Recapitalizatiavhich stock will be distributed as a dividendK®G to PKS immediately before the
Spin-off. The Spin-off Stock will also include 28®shares of MFS Common Stock that PKS will puretfas $1,000,000 immediately after
the dividend by KDG to PKS but prior to the Spiff- The per share purchase price of approxim&#84.50 for such transaction was base!
the average trading price of the MFS Common Stocktfe 30-day period preceding the date such pvacagreed upon by the parties.
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Such purchase will provide MFS additional cashg@ayment of the legal and other costs MFS has ieduor will incur 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 ta®e treatment in certain non-federal jurisdictiamsvhich holders of PKS stock reside.

The Company currently expects that the Spin-ofiddiind will be declared as of, and paid to holdérSlass D Stock of record as of, the day
after the Expiration Date. See "The Spin-off -- Manof 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 wibltd 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-dfie &ctual number of shares of MFS Common Stockviif8 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 cotmeavith 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 exchafeOffered 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
5,000,000 171 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 li kely. The 3,000,000 figure
represents 20.2%, and the 5,000,000 figure r epresents 33.7%, of the total
number of shares of Class B Stock and Class C Stock outstanding at June 23,
1995.

(2) The estimate of the number of shares of MFS Co mmon Stock and MFS Preferred
Stock distributed per share of Class D Stock w as determined by dividing the
total number of each class of shares to be d istributed by the sum of (i)
the number of shares of Class D Stock current ly outstanding, (ii) in each
case, the number of shares of Class D Stoc k that would be issued upon
tender of the assumed number of shares of Exch angeable Stock, and (iii) the
number of shares of Class D Stock that would b e issued upon exchange of all

Exchangeable Debentures.

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 restievhen 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 issued
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in the Exchange Offer and the Company's deternainaif the portion of the Class D Per Share Pritéatable to MFS. The following table
sets forth PKS's estimates of (i) the pro formas€R Per Share Price after giving effect to theharge Offer and the Spin-off, (ii) the
current market value of the MFS Common Stock tdibtributed in the Spin-off per share of Class Bcg&t and

(iii) the redemption value of the MFS Preferredc&tto be distributed in the Spin-off per share 98 D Stock, assuming in each case that
(x) all of the Exchangeable Debentures are exchifageOffered Stock in the Exchange Offer and (@ stated number of shares of
Exchangeable Stock are exchanged for Class D $tdble Exchange Offer.

ASSUMED NUMBER
OF SHARES OF  PRO FORMA OF MFS COMMO
EXCHANGEABLE CLASSDPER  STOCK DISTRIBU

STOCK SHARE PER SHARE OF
EXCHANGED(1) PRICE(2)(4) CLASS D STOCK(3

ESTIMATED ESTIMATED VAL

3,000,000 $ 41.00
5,000,000 $ 4175

$ 80.54
$ 7781

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 li
represents 20.2%, and the 5,000,000 figure re
number of shares of Class B Stock and Class C
1995.

(2) Earnings of the Diversified Group for 1995, in
to the settlement of certain litigation desc
-- Whitney Litigation," would not be reflect
Price until 1996.

(3) For purposes of this table, each share of M
$45.50, its last reported sale price on the
August 24, 1995, and each share of MFS Pref
redemption value of $1.00 per share. There is
price of the MFS Common Stock at the Spin-off

(4) Asshown in the table, the greater the numbe
Stock exchanged in the Exchange Offer, the le
D Per Share Price resulting from the Spin-off.
fact that the amount of the reduction in
resulting from the Spin-off will be a fixed
investment in the Spin-off Stock to be distr
such reduction on a per share basis (I.E., th
the Class D Per Share Price) will decrease as
are issued in the Exchange Offer. Also, as sh
the greater the number of shares of Exchang
Exchange Offer, the fewer the number of shares
the less the value of the Spin-off Stock) dist
Stock in the Spin-off.

UE  ESTIMATED VALUE

N  OF MFS PREFERRED

TED STOCK DISTRIBUTED
PER SHARE OF

)(4) CLASS D STOCK(3)(4)

s estimate of the number of
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
kely. The 3,000,000 figure
presents 33.7%, of the total
Stock outstanding at June 23,

cluding earnings attributable
ribed at "Recent Developments
ed inthe Class D Per Share

FS Common Stock is valued at
Nasdaq National Market as of
erred Stock is valued at its

no assurance as to the market
Date.

r of shares of Exchangeable
ss the reduction in the Class
This is attributable to the

the Class D Formula Value
amount equal to PKS's book
ibuted, whereas the amount of
e amount of the reduction in
more shares of Class D Stock
own in the table on page 28,
eable Stock exchanged in the
of Spin-off Stock (and hence
ributed per share of Class D

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 ygtirwer 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@ares of the MFS Preferred Stock, which is a nasscbf MFS convertible preferred
stock, $.01 par value. The MFS Recapitalization &l consummated immediately prior to the Spin-aff.a result of the MFS
Recapitalization, the percentage interest of themon equity of MFS owned by KDG (calculated takinp account outstanding options and
warrants to acquire MFS Common Stock, and secsiritie
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convertible into MFS Common Stock) will be reducadd the percentage interest of such common eqMFS owned by non-PKS holders
of MFS Common Stock will be correspondingly increxdsThis percentage interest shift will result ireduction of approximately $60 millic
in the value of the outstanding MFS Common Stod® bg KDG (based on the last reported sale pricklBS Common Stock on August 24,
1995). In exchange for this reduction, KDG will @aee 15 million shares of high-vote MFS Preferrédc® in a face amount of $15 million.
The terms of the MFS Recapitalization were deteeahithrough arm's length negotiations between theagement of PKS and the
management of MFS, and were approved by the MF8Bt#& PKS Board and independent special comrsittéthe MFS Board and the
PKS Board. See "-- Background and Purpose of tie-&fiy Purpose of the Exchange Offer; Board Proiegs." Each share of MFS
Preferred Stock will have five votes in the electad MFS directors and in all other matters preséiib stockholders, although KDG will
grant to the Secretary and the Assistant SecrefdW}FS an irrevocable proxy to vote all of the sts®aof MFS Preferred Stock in proportior
the vote of the holders of MFS Common Stock omltters other than the election of MFS directois matters as to which holders of the
MFS Preferred Stock vote as a separate class redaware corporation law. PKS will distribute, aheé holders of Class D Stock will
receive, the MFS Preferred Stock in the Sgiinsubject to the terms of the irrevocable proklge MFS Preferred Stock will vote together v
the MFS Common Stock and the DECS as a single,@asspt on certain matters as to which holdete@MFS Preferred Stock are entitled
to a class vote under Delaware corporation law."Segtain Transactions -- Certain Agreements BetwRKS and MFS -- The Securities
Purchase Agreement" and "Description of Securiti®édFS Preferred Stock."

The MFS Recapitalization was approved by the hsldéMFS Common Stock at the MFS 1995 annual stuldiens meeting held on August
24, 1995. In connection with such approval, PKSuall of the shares of MFS Common Stock ownedatrolled by it in the same manner
as the majority of the non-PKS holders of MFS ComrBtock (and not the holders of any preferred stdddFS which was outstanding)
present in person or by proxy at the meeting vofeds, the MFS Recapitalization was supported imapority of such norRKS stockholder

Under the agreement between PKS and MFS goverh@lyIES Recapitalization, the MFS Recapitalizatiauls not be consummated if
PKS abandoned the Spin-off. If PKS were to progosgaterial modification to the terms of the Spih{afhich PKS considers to be highly
unlikely), both PKS and MFS would review the teroishe MFS Recapitalization in the context of thedified Spineff to determine wheth
to consummate the MFS Recapitalization on its exjserms or to consider alternative terms.

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")adS Certificate of
Incorporation pursuant to which each share of tmany's then-existing Class C stock was automigtieachanged for one share of "new"
Class C Stock and one share of Class D Stock, actdshare of the Company's then-existing Clase&kstias 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 stiott Class D Stock exercisable during the periothfiand including October 15 through and
including December 15 of each year. Such convessi@tome effective upon, and are made on the bfsis ratio of the Class B&C Per
Share Price to the Class D Per Share Price inteffecJanuary 1 of the following year. See "Degwipof 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 aseetj an opportunity to convert Class B Stock aladsCC Stock into Class D Stock as an
alternative to selling their Class B Stock or Cl&sStock back to the Company.
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RULING REQUEST; PRELIMINARY NEGOTIATIONS. Before ¢hinitial public offering of MFS Common Stock in M4993, PKS
provided MFS with substantially all of the capitecessary for the development of MFS's busineaseShe initial public offering, MFS has
obtained over $1 billion of capital in the publipital markets, and has become increasingly depe¢ngen the public capital markets for the
funding necessary for its growth. In addition, Mi#&s made increasing use of sophisticated acquiggichniques to grow. As a result, PKS's
and MFS's managements have considered changesSts wnership and capital structure that would id@WFS with the maximum
flexibility possible to raise capital in the pubtiepital markets and to grow through acquisition@ddition, as MFS's businesses have grown,
its growth and the growth and development of theeoDiversified Group businesses have resultedsimbatantial disparity between the fair
market value of the Diversified Group businesseghe one hand, and, on the other hand, the Cldgsrdula Value and the Class D Per
Share Price (the price at which holders of Clasi@k can sell their stock back to the Companyyansto the PKS Certificate of
Incorporation), each of which is based upon theeBiified Group's book investment in the Diversifiéup businesses. This disparity is
particularly acute with respect to the differenetvieen the fair market value of MFS, as reflectethé price of the MFS Common Stock, i
the Diversified Group's book investment in MFS.tRarmore, that difference has been exacerbatedg @893 and 1994 as the portions of
the Class D Formula Value and the Class D Per SPidce attributable to MFS have been reduced by'®&l&are of the substantial book
losses generated by the development-stage actiotiMFS, and as the fair market value of MFS hassased. Given the absence of an
established trading market for the Class D Stdwde is no assurance for the foreseeable fututethalder of Class D Stock would be able
to sell such stock at a price that reflects theketaralue of the Diversified Group businesses,mmosed to selling such stock back to the
Company at the Class D Per Share Price.

During 1994, PKS management examined a numberssilple transactions to determine whether a traiosacbuld be structured that would
address both MFS's need for maximum flexibilityarsing capital and the disparity between markettaook values in the Diversified Group
without giving rise to adverse tax consequence®&®. During meetings held during the second halfd®4, the PKS Board of Directors
considered and discussed a number of those tramssgbrincipally including the possible spin-offthe Company's equity in MFS to the
holders of Class D Stock, the possible spin-ofkDBiG, the primary Diversified Group holding company the holders of Class D Stock, and
the possible listing of the Class D Stock on aamti securities exchange or Nasdaq. Each of thassactions offered the prospect of being
tax-free to PKS and its stockholders for United&tdederal income tax purposes. After reviewirgséhalternatives, the PKS Board
concluded that neither the spin-off of KDG nor liséing of the Class D Stock would efficiently adds MFS's need for maximum flexibility
in raising capital. The PKS Board also concluded ¢hspin-off of PKS's entire equity interest in MWwould reduce the disparity between the
Class D Formula Value and the market value of theBified Group businesses as effectively as weitlier a spireff of KDG or the listing
of the Class D Stock, while providing MFS with tipeatest flexibility to raise capital and to engaga number of development transactions,
as discussed at "-- MFS Deliberations," below. Bgithe second half of 1994, the PKS Board alsoidensd the possibility of an exchange
offer for the purpose of permitting the holderdeatchangeable Securities to exchange such secunti€dass D Stock prior to such a spiff-
of PKS's equity interest in MFS.

In November 1994, the PKS Board authorized manageofehe Company to prepare and file with the iné Revenue Service a request for
a ruling that a spin-off of the Company's entiraigginterest in MFS, in conjunction with a transan having substantially the same effects
as the MFS Recapitalization, would be tax-freehtoholders of Class D Stock for United States faldacome tax purposes. The Company
filed the ruling request in December 1994.

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 icigderon the terms and conditions
the MFS Recapitalization, including the conditibattthe MFS Recapitalization be subject to the @agdrof a
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majority of the non-PKS holders of MFS Common Stdglkch agreement in principle contemplated thaMR& Recapitalization would
entail the surrender by KDG of approximately 3.0lioni shares of MFS Common Stock in exchange f@ragmately 15.0 million to 25.0
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 amést in either the MFS
Recapitalization, the Exchange Offer or the Spinetiier than as a stockholder of MFS, was formecbiwsider the agreement in principle as
to the terms of the proposed MFS Recapitalizafiweluding the proposed terms of the MFS PreferrdIS The MFS Special Committee r
on March 22, 1995 to review and consider the tesfiibe proposed MFS Recapitalization. The MFS Spédommittee, with the assistance
of Gleacher & Co., Inc., MFS's financial advisardaMFS's legal advisors, reviewed documentary dahdranformation provided by
management of MFS and considered oral presentatiadie by Gleacher & Co., Inc. Additional telephoraniversations 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 Mgei&l Committee approved in principle the termthefMFS Recapitalization and
recommended the approval of such terms of the M&&Bitalization to the MFS Board of Directors.

On March 29, 1995, the MFS Board of Directors meatdnsider 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 with eesfo the MFS Recapitalization and the issuandheoMFS Preferred Stock, the MFS
Board of Directors unanimously (i) approved thepmsed MFS Recapitalization and the proposed tefriieedVIFS Preferred Stock, (ii)
authorized the submission of the MFS Recapitabretd the MFS stockholders for approval and (iijherized management of MFS to
negotiate the final terms of the MFS Recapital@atnd the MFS Preferred Stock. In addition, theSMBoard of Directors appointed the
Executive Committee of the MFS Board of Directarapprove the specific terms of the MFS Prefertted|S including without limitation,
dividend rate, conversion rate and certain othenseand to authorize the issuance of such stoBlK® 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 Com8imick currently concentrated in
KDG's ownership to approximately 1,400 holders [#s8 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@®iwéctors 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 the gigvplacement of equity securities with an accdptsibategic 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 sfgraint amounts of cash. Instead, MFS's managenesited to be able to effect the
acquisition of companies (as well as assets arilititzg) through the use of shares of MFS Commatstvhenever that approach is more
attractive. As long as MFS is a subsidiary of K@wever, management of MFS believes that the us#~&'s stock as an acquisition
"currency"” is hindered due to target stockholdardifg it unattractive to hold shares in an enttitgt has a large controlling stockholder and a
relatively small public float. As a result, the MB®ard of Directors determined that the Spin-ofiddomake MFS's stock more desirable for
any potential target's stockholders.
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The MFS Board of Directors also considered thdipdfeng 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'sesultant company's shares to the stockholders @& btfa tax-free basis to all parties. If the
Spin-off were not consummated, many acquisitionammbination 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 shafélseoacquiror or resultant company. A potentialghaser of MFS may conclude that th
strategic difficulties make MFS less attractive ((oattractive) as a possible acquisition candidatjlting in either the loss of an opportunity
or a reduced acquisition price. While in the vieiwe 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 MR& its stockholders with maximum flexibility comoag any possible acquisition of
MFS.

Finally, the MFS Board of Directors considered tiigt Spin-off will allow MFS, beginning two yeamsllbwing consummation of the Spin-
off, to be classified as an "independent entity"denerally accepted accounting principles, thewiding (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 poolinghaterests 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 goodwilthich 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 combinatiorfcégfntly 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 MFS1@oon Stock. In that regard, the
MFES Board of Directors determined that this riskilddbe lessened somewhat by the execution of agmetsnby 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
MFS and the rating agencies, the management of ativised 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 ESMiscussed above outweighed such potential wegeftiects.

In June 1995, the management of PKS and the mamagerhMFS agreed upon the final terms and prowusiof 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. The MFS Recapitalization was amgady the holders of MFS Common Stock at the Mg$5lannual meeting of
stockholders held on August 24, 1995. See "Desonpif Securities -- MFS Preferred Stock."

SPECIAL COMMITTEE OF THE PKS BOARD. By resolutiondopted 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.,
the only members of the PKS Board who are not eyege of PKS or one of its subsidiaries, to revieviain aspects of the MFS
Recapitalization and the Exchange Offer. The PK&rBa@appointed the Special Committee to
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review the transactions because both the purclfadd€&$ Preferred Stock and the Exchange Offer anestictions in which one or more
members of the PKS Board of Directors have anésteeither as a member of the MFS Board of Dirsato as a potential participant in the
Exchange Offer. In the resolution appointing the@al Committee, the PKS Board asked the Speciair@ittee (i) to review the proposed
terms and conditions of the MFS Recapitalizatiod e Exchange Offer for the Exchangeable Stodl,(&nto report to the PKS Board as
whether the terms and conditions of the MFS Reabpdtion are fair to the holders of the Class Bc8t and whether the Exchange Offer for
the Exchangeable Stock is in the best interestestockholders of PKS, in each case exercisirguginess judgment and taking into account
in each case such facts and circumstances asnitedkappropriate.

The Special Committee met on April 7, April 17, A@8, May 19 and June 9, 1995. In connection iglreview, the Special Committee,
with the assistance of its independent financidl lagal advisors, reviewed documentary and otHernmation 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@Dffier, the MFS Recapitalization and the Spin-ofaapecial 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 ane Biversified Group, including historical financiaformation regarding the Constructi
& Mining Group and the Diversified Group, pro forrfimancial information reflecting the impact of tkxchange 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 teetBiversified Group with respect to the conversiofishares 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, (ivpfiieion dated June 9, 1995 of CS First Boston thathe basis of and subject to the matters
set forth therein, the Transactions were fair, flofinancial point of view, to the stockholdersRK{S, (v) the reasons for prompt action with
respect to the proposed Spin-off (as describe®lE'Board Approval,” below), and (vi) the preseinotag made by the management of the
Company, the Special Committee concluded that #seoflate of its report it believed that in its ibess judgment: (a) the terms and
conditions of the MFS Recapitalization are faithe holders of the Class D Stock, and (b) the ekberby PKS to holders of Class B Stock
and holders of Class C Stock of the Exchange (dfethe Exchangeable Stock, when made in conjunatith the Spin-off, is in the best
interest of the stockholders of the Company. (MauBherty, the owner of 86,000 shares of MFS Com8tonk, abstained from voting on 1
MFS Recapitalization in the Special Committee delitions.)

In its review of the Transactions, the Special Cattam considered each of the factors consideretidyKS Board relative to the effect of
the Transactions on the holders of PKS stock asdrieed at "-- PKS Board Approval,” below.

PKS BOARD APPROVAL. The PKS Board approved the Exafe Offer, the MFS Recapitalization and certaliatee transactions, and
preliminarily approved the Spin-off at the Speditdeting.

In approving the amount of MFS Common Stock toehanged for MFS Preferred Stock in the MFS Reaéipittion, the PKS Board
considered (i) that the exchange was negotiategharm's length basis between the management obBRE$he management of MFS, each
of which had the assistance of outside financialsas, (ii) the value of the percentage interesirdase in the
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outstanding MFS Common Stock owned by KDG followihg exchange, (iii) the face value of the MFS &efd Stock received in the
exchange, (iv) the value of the additional votifghts associated with the MFS Preferred Stockih@)benefits to PKS stockholders (through
MFS and otherwise) arising from the Spin-off, whaduld not be accomplished on a tax-free basieasatl by the PKS Board absent the
exchange, and (vi) the perceived need to encouragd’KS holders of MFS Common Stock to vote to appthe MFS Recapitalization.

In connection with its approval of the Spin-offetRKS Board considered that the Spin-off would deaatageous to MFS, and indirectly to
the PKS stockholders who would become stockholdelFS as a result of the Spin-off, by enhancing4Fability to meet its capital
funding requirements in a cost-effective mannertanchplement its business strategy. The PKS Badsd recognized that (as discussed
above under "Ruling Request; Preliminary Negotrai)p the market value of the MFS Common Stock dfterSpineff was, at the time of tt
meeting, and is expected to be at the time of fie-8ff, significantly greater than the value dttried to MFS in the determination of the
Class D Per Share Price in accordance with the @&S8ficate of Incorporation prior to the Spin-offae PKS Board concluded, subject to
final PKS Board action shortly prior to the date firoposed Spin-off would be effected, that thengyif was in the 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 wii#hxibility 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. fremhore, the PKS Board concluc
that a substantial delay of the Spin-off would présoth PKS and MFS with uncertainty of operateaministrative 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.

Given that the PKS Board viewed the Exchange Giggproviding the holders of Class B Stock and Glasgock with a similar opportunity
as is provided by the annual period for conversmfiSlass B Stock and Class C Stock into ClassdgiSpursuant to the PKS Certificate of
Incorporation, the PKS Board concluded that thevesion ratio applicable to such annual conversghmild be applied in determining the
exchange ratio for the Exchange Offer. The PKS 8tlaerefore determined that the conversion ratjiegble to January 1995 conversions
of Class B Stock and Class C Stock into Class BKSbE., $60.25 to $26.00 or 1:.431535) as adjlifbe the dividends paid on the Class B
Stock and the Class C Stock in January 1995 of $e4Share and in May 1995 of $.45 per share (yigld ratio of $60.25 to $25.10 or
1:.416598) represented the appropriate exchanigefoatthe Exchange Offer. Accordingly, the PKS Bbauthorized an exchange ratio

of .416598 of a share of Class D Stock for eachesbBClass B Stock or Class C Stock tendered putsio the Exchange Offer.

The Spin-off will result in the distribution to hd#rs of Class D Stock of a unique asset which semits a substantial portion of the value of
the assets comprising the Class D Formula Value. Th
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PKS Board accordingly concluded that holders ofttaxgeable Debentures (which are convertible in bolin part into Class D Stock)
should be afforded an opportunity to participatéhim Spin-off, and determined that the ExchangeGér the Exchangeable Debentures was
the most appropriate way to permit holders of Exgeable Debentures to so participate.

In connection with its approvals of the MFS Recaljzation, the Spin-off and the Exchange Offer, €S Board considered the collective
impact of those Transactions on the holders of CBaStock and Class C Stock, as a class, the sotdeZlass D Stock, as a class, and on the
holders of the respective classes of PKS convertlbbentures. In approving those Transaction®? & Board concluded that the
Transactions, taken as a whole, would result inigant benefits to holders of Class D Stock. PS5 Board also concluded that holders of
Class B Stock and Class C Stock and the holdeEsdfiangeable Debentures would have an adequatetopipy, through the Exchange
Offer, to participate in the benefits resultingrfréhose Transactions, and that those Transactiontwot adversely affect the holders of
Class C Stock who choose not to participate irethehange Offer or the holders of PKS debenturesateaconvertible solely into Class C
Stock.

In reaching those conclusions, the PKS Board censitthat the holders of Class D Stock will receagea result of the Transactions,
securities with a slightly lower value than theyuMbhave received if the Spin-off were consummante®95 without conducting the
Exchange Offer. The PKS Board concluded, howebat, guch reduction in value would be consisterth wie conversion rights provided in
the PKS Certificate of Incorporation, would be miai in comparison to the substantial benefits todeeived by holders of Class D Stock
from the Transactions, and would be minimized by ofsthe exchange ratio applicable to January T@®%ersions, as adjusted for dividends
to date. The PKS Board also noted that holderdas<3C Stock who elect not to participate in thelzxge Offer will not receive any direct
benefit as a result of those Transactions, butaeted that those holders of Class C Stock cowddarably conclude that the potential long-
term financial benefits and risks of owning ClasStGck make such stock a more suitable investnogrgifch holders when weighed against
the potential long-term financial benefits and sisit converting Class C Stock into Class D Stoak aarticipating in the Spin-off.

OPINIONS OF FINANCIAL ADVISORS. In connection withe MFS Recapitalization, the Exchange Offer ardShin-off, the PKS Board
has received fairness opinions from CS First Boatwh Lehman Brothers Inc. ("Lehman Brothers"), hufttvhich are attached to this
Prospectus as Annexes | and Il, respectively, asdribed below. PKS management retained Lehmarm@&otn February of 1995 to provide
PKS management with advice, assistance and analysiterning the MFS Recapitalization, the Exchadffer and the Spin-off. Following
the formation of the Special Committee in Aprilk#95, the Special Committee retained CS First Bogigrovide the Special Committee
with independent financial advice and analysis réigg the matters which were the subject of thecipp&ommittee's review. Prior to its
consideration of the MFS Recapitalization, the Exade Offer and the Spin-off at the Special Meetihg,PKS Board asked both firms to
provide it with fairness opinions regarding thensactions.

The PKS Board has received an opinion from CS Bioston dated June 9, 1995 that, as of that dat@arhe basis of and subject to the
matters set forth therein, the Transactions weardrfam 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.
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In arriving at its opinion, CS First Boston reviedvgertain 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 fical forecasts and pro forma financial statememsyided to it by PKS, KCG, KDG and
MFS, and met with the managements of PKS, KCG, KID& 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 stockketadtata of MFS and compared that data
with similar data for other publicly held companiedusinesses similar to those of MFS. In addjtio8 First Boston compared the financial
terms of the MFS Preferred Stock with the finantégams of other securities and considered suchr atf@mation, financial studies, analyses
and investigations and financial, economic and miackiteria that it deemed relevant. CS First Bostso analyzed the financial benefits that
will be afforded the holders of Class D Stock assalt of the Spin-off and considered the fact thatholders of Class B Stock and Class C
Stock will be given the opportunity, as a resulthad Exchange Offer, to exchange their shares a8 Stock and Class C Stock for shares
of Class D Stock prior to consummation of the Sgiinand 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 containedthve draft Prospectus) and relied on such inforonabieing complete and accurate in all
material respects. With respect to the financieddasts, 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 Mi® ¢éhe future financial
performance of each of PKS, KCG, KDG and MFS, reSpely. In addition, CS First Boston did not makeindependent evaluation or
appraisal of the assets or liabilities (contingandtherwise) 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 bexsommated 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 IntéfRevenue 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 meaning of
Rule 144(a)(3) promulgated under the Securitiesafwct will not be subject to restrictions on transfeder the Securities Act (other than
restrictions imposed as a result of the holderdpaim "affiliate" (within the meaning of rule 144(&) 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 Gifé First Boston also assumed that PKS will cetegplhe Spin-off as described in the
draft dated July 11, 1995 of this Prospectus aatlttte consummation of the Transactions will netiiein any default or similar event under
any loan agreement, instrument of indebtednesther gontract of PKS, KCG, KDG or MFS which willtioe 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 ssirdecisions of PKS or MFS to effect
the MFS Recapitalization or the Spin-off or to méke Exchange Offer, (ii) the determination by Pif$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
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OPINION IS DIRECTED ONLY TO THE FAIRNESS TO THE STTKHOLDERS OF 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 PreferredkStipon issuance or the prices at which
the MFS Common Stock or the MFS Preferred Stocktmitle 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 detetion by PKS and MFS of the terms of the MFS Readipation, the Exchange Offer or the
Spin-off or the terms of the MFS Preferred Stoctt has not been asked to consider alternative nfaeffecting 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 connectiothts opinion dated June 9, 1995,
which it discussed with the Special Committee d®dRKS Board. In connection with its opinion dalety 21, 1995, CS First Boston
performed certain procedures, including each ofitrencial 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 resppecfuture prospects, and PKS's
current assessment of the likely timing of the comsation of the Transactions. The results of suaiyges were substantially the same as
those arrived at in connection with the CS Firsst®a 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 anatysssimmary description.

In connection with the delivery of its opinion, E8st Boston presented to the Special CommitteetlamdPKS 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 cangon of the Class B&C Per Share Price with thra sii(i) the estimated post-Spoft
Class D Per Share Price multiplied by the numbeahafes of Class D Stock to be received for eaaleshf Class B Stock or Class C Stock
exchanged in the Exchange Offer and (ii) the intpligarket value of the MFS Common Stock and the ESerred Stock estimated to be
received in the Spin-off for each share of Classt@&k or Class C Stock exchanged for Class D Stotlke Exchange Offer (based on the
May 15, 1995 closing price of MFS Common Stock)] &) an analysis of the projected dilution of @lass D Stock as a result of exchanges
of Exchangeable Securities in the Exchange OfférHEst Boston performed such analyses (x) assuminfange ratios for exchanges of
Class B Stock and Class C Stock for Class D Stot¢ke Exchange Offer (1) equal to the exchange naied in the Exchange Offer and (Il)
based on the ratio projected by PKS to be appkcablanuary 1996 conversions of Class B StockCiass C Stock into Class D Stock
pursuant to PKS's Certificate of Incorporation &idassuming scenarios in which no shares of @aStock and Class C Stock are
exchanged in the Exchange Offer, in which an aggeegf 3,000,000 such shares are exchanged, avitich an aggregate of 6,000,000 such
shares are exchanged.

CS First Boston performed the above analyses &rméte the financial effects, under the various séiassumed facts described above and
based on the information available to CS First Bogin the date of its opinion, of the Transactionghe holders of Class D Stock and on the
holders of Class B Stock and Class C Stock wha #&eexchange such stock for Class D Stock in the
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Exchange Offer. CS First Boston also advised thectapCommittee and the PKS Board of its views reigg the potential for increases in
the trading value of MFS Common Stock after consation of the Spin-off as a result of the increagellic float and greater liquidity of
MFS Common Stock and increased access for MFStpublic and private capital markets.

In addition, CS First Boston presented to the Sp&dmmittee and the PKS Board (a) an analysi®pro forma effects of the Transactions
on the balance sheets of KCG and KDG, based ugomiation provided by management of PKS; (b) awalion of certain financial

benefits to the non-PKS holders of MFS Common Stnd¢ke MFS Recapitalization (based on the May1B®5 closing price of MFS
Common Stock and the face value of the MFS Prefe8teck); and

(c) a calculation of potential federal income taxsequences to PKS if the Spin-off were structaed transaction taxable to PKS for United
States federal income tax purposes (based on tinea¢sd amount of the capital gains tax that cqatentially be payable by PKS if its
holdings of securities of MFS were distributed itamable transaction). CS First Boston performathsanalyses to determine the financial
effects of various aspects of the Transactions 6GKKDG and PKS.

Based on the analyses described in the precedieg faragraphs, CS First Boston concluded thafttesactions are expected to provide
financial benefits to the holders of Class D Stank to the holders of Class B Stock and Class €kSttho elect to exchange such stock for
Class D Stock in the Exchange Offer and that, deeflate of its opinion and subject to the matetsorth therein, the Transactions were
fair, from a financial point of view, to such hotde

CS First Boston also presented to the Special Céteenand the PKS Board an analysis of the holdargd required before the Class B&C
Per Share Price would equal the sum of (a) thenastid post-Spin-off Class D Per Share Price migtighy the number of shares of the Class
D Stock to be received for each share of ClassoBkStr Class C Stock exchanged in the Exchange @ffé (b) the implied market value of
the MFS Common Stock and the MFS Preferred Staiated to be received in the Spin-off for eachreld Class B Stock or Class C
Stock exchanged for Class D Stock in the Excharffer (based upon various assumed annual growtk fateahe Class B&C Per Share Pi
and the Class D Per Share Price and MFS Commok)St8 First Boston performed the above analyseetermine, under the assumed
facts described above and based on the informatiaitable to CS First Boston on the date of itsapi, the financial effects of the
Transactions on the holders of Class B Stock aad<OC Stock who do not exchange such stock fos@&Stock in the Exchange Offer.
Based on such analyses and the other analysesbdesabove and considering that the holders ofSaStock and Class C Stock have the
opportunity to exchange such stock for Class DIStot¢he Exchange Offer, CS First Boston conclutted, as of the date of its opinion and
subject to the matters set forth therein, the Taatiens were fair, from a financial point of vietw,the holders of Class B Stock and Class C
Stock who elect not to exchange such stock forddastock in the Exchange Offer.

CS First Boston is a nationally recognized investht@nking firm and is actively engaged in the aéihn of businesses and their securitie
connection with mergers and acquisitions, leverdgeauts, 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 itmaeat banking firm and because of CS First Bostexgertise and independence. CS First
Boston has rendered from time to time various itmest 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 lattbthee 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 counstoaindemnify CS First Boston and certain relgietsons against certain liabilities
relating to or arising out of its
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engagement. In the ordinary course of its busin@Sdrirst Boston and its affiliates may activelyde the debt and equity securities of MFS
for its own account and for the accounts of custgmaed, accordingly, may at any time hold a longhmrt 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 qualificationsarh fin such opinion, the MFS Recapitalization, Bxehange Offer for Exchangeable Stock
and the Spin-off, taken as a whole, are fair frofimancial point of view to the stockholders of PK&hman Brothers subsequently rendered
an opinion dated July 17, 1995 to the PKS Boart] thesed upon and subject to the assumptions aaldicptions set forth in such opinion,
the MFS Recapitalization, the Exchange Offer focliangeable Stock and the Spin-off, taken as a whaefair from a financial point of
view to the stockholders of PKS. In arriving atag@nion, Lehman Brothers concluded that the Tretisas were fair from a financial point
view to the holders of Class D Stock, as a clasd, heolders of Class B Stock and Class C Stock vdat & participate in the Exchange Off

In addition, Lehman Brothers concluded that then$a&tions were not likely to in fact adversely effieolders of Class C Stock who elect not
to participate in the Exchange Offer.

THE FULL TEXT OF THE OPINION OF LEHMAN BROTHERS DAHED JULY 17, 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 ORDN 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 holderdads®D Stock are urged to read such opinion iantgety. 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 does not addhesairness, from a financial point of view, bétexchange ratio of Exchangeable St
to Offered Stock in the Exchange Offer. The LehBasthers opinion is directed only to the fairnesshe stockholders of PKS of the
financial terms of the transactions covered byapi@ion, and does not constitute a recommendati@ny holder of Exchangeable Securities
as to whether such holder should participate irethehange Offer.

In arriving at its opinion, Lehman Brothers revialand 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
MES's annual report for such fiscal year, (iii)dirtial and operating information with respect ® blusiness, operations and prospects of
and PKS furnished to Lehman Brothers by PKS, (iedmparison of the historical financial results gnelsent financial condition of MFS a
PKS with those of other companies which it deensdelant, (v) a trading history of the MFS Commoac&tfrom 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 tkens of certain other transactions and secunittésh it deemed relevant and (vii) KDG's
tax bases of its equity interests in MFS and, baged 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 discussiotith the managements of each of PKS and MFS contgtheir respective businesses,
operations, assets, financial condition and praspaed undertook such other studies, analysesnardtigations as it deemed appropriate. No
limitations were imposed by the PKS Board upon LahmBrothers with respect to the investigations nmadarocedures followed by it in
rendering its opinion.

In arriving at its opinion, Lehman Brothers assuraad relied upon the accuracy and completenegdeedirtancial and other information used
by it without assuming any responsibility for in@eglent verification of such information and hagtfer relied upon the assurances of the
managements of PKS and MFS that they are not asiamey facts that would make such information inmate or misleading. With respec
the financial forecasts of PKS and MFS, Lehman fBct
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has assumed that they have been reasonably praepatebes reflecting the best currently availabtemates and judgments of the
managements of PKS and MFS as to the future fiahperformance of PKS and MFS, respectively. Initaaiy Lehman Brothers has not
made an independent evaluation or appraisal odigkets or liabilities (contingent or otherwiseP#S or MFS, nor was it furnished with any
such evaluations or appraisals. Lehman Brotheraibsiamed that the consummation of the Exchange @iffitthe Spin-off will not result in
any default or similar event under any loan agregpiestrument of indebtedness or other contra@K$ or MFS which will not be waived
and that no more than 6,000,000 shares of Exchhleg&tock will be exchanged for shares of Clas¢d2lSin the Exchange Offer. The
opinion of Lehman Brothers is based upon finanarerket, economic and other conditions, and upetatas, accounting standards and le
and regulatory requirements, as they existed ahcanld be evaluated as of, July 17, 1995 and, thighconsent of PKS, Lehman Brothers
has not considered possible changes in such apfgitax laws, accounting standards or regulatodylaegal requirements.

In arriving at its opinion, Lehman Brothers haaislied 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 maiditehman Brothers has further relied upon thécedof PKS and its legal advisors that
the shares of MFS Common Stock to be received lleh®of Class D Stock in the Spin-off (other tistiares received by persons who are
"affiliates" of MFS under the federal securitie&) will be freely tradeable securities.

The following is a summary of certain factors rewéel and considered by Lehman Brothers in connegtitnits opinion dated July 17, 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 tosifaificance and relevance of each factor. Acewglyi, Lehman Brothers believes that the
factors and considerations supporting its opiniarsinte taken as a whole and that considering artyopaf such factors, without consider
all factors, could create a misleading or incongigew of the process underlying its opinion. Briéview 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 sidered (a) a comparison of the Class D Per Share Rith the sum of (i) the estimated
post-Spin-off Class D Per Share Price and (ii)itlyglied market value of the MFS Common Stock aredNtFS Preferred Stock estimated to
be received in the Spin-off for each share of Clag&tock (based on the market price of MFS ComntornkSprevailing 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 shareslaf€£D Stock to be received for each share of @aStck or Class C Stock exchanged in
the Exchange Offer and (ii) the implied market eatii the MFS Common Stock and the MFS PreferredkStstimated to be received in the
Spin-off for each share of Class B Stock or Clasggtdtk exchanged for Class D Stock in the Exch@ifer (based on the market price of
MFS Common Stock prevailing at the time Lehman Beog conducted its review); and (c) an analysib@fprojected dilution of the Class D
Stock as a result of exchanges of ExchangeableriBesiin the Exchange Offer. Lehman Brothers penfed such analyses assuming
scenarios in which an aggregate of 3,000,000 sldr€tass B Stock and Class C Stock are excharagetin 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 Bffinere structured as a taxable transaction foB Pt United States federal income tax
purposes (based on the estimated amount of theatgpins tax that could potentially be payablePtgs if its
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holdings of securities of MFS were distributed itagable transaction); and
(c) the pro forma effects of the MFS Recapitalizatithe 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.

Lehman Brothers performed such procedures in dedeompare the likely consequences of the Trarmafor holders of each class of PKS
stock with the likely consequences for holdersauteclass of PKS stock if the Transactions werecansummated. Based on such
comparison, Lehman Brothers concluded that there Viancial benefits to be derived from the Trantisems by the holders of each class of
PKS stock.

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 &itipms, negotiated underwritings, competitive limd, 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 ofézitors. PKS has also agreed to reimburse Lehmahdrofor its reasonable expenses,
including professional and legal fees and disbuesgmof counsel, and to indemnify Lehman Brothars @ertain related persons against
certain liabilities in connection with or arisingtoof its engagement. In the ordinary course dbitsiness, Lehman Brothers and its affiliates
may actively trade the debt and equity securitfddieS for its own account and for the accountsudtomers and, accordingly, may at any
time hold a long or short position in such secesiti

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 Ala&tock in the Exchange Offer. This assumptiorivésrfrom an understanding between
PKS and the primary bonding company for the Corsitvtn & 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 pertthe Construction & Mining Group to pi
dividends, redeem stock, make distributions or tatker action that would reduce the consolidatadwoeth 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#ioh $315 million floor. In that event,
PKS would consider (i) placing a limit on the numbéshares of Class B Stock and Class C Stockpdeddor exchange, so that exchanges
and funds transfers would not reduce KCG's conatdidinet worth below the $315 million floor, (iggforming an analysis to determine
whether 1995 Construction & Mining Group earningsd provide additional net worth sufficient to papt current backlog, and/or (iii)
restructuring its arrangement with the bonding camyp 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 certairxeeptions, including Messrs. Walter Scott, Jr., Rothert Julian, the directc
of PKS and of KCG have advised PKS in writing ttigty will not tender in the Exchange Offer any sisaof Class C Stock held by them.
Messrs. Scott and Julian
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expect to tender, in the aggregate, 785,892 slodi@kass C Stock pursuant to the Exchange Offes."Sertain Transactions -- Intentions of
Certain Significant Stockholders Regarding Paréitign in Exchange Offer."

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 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.

ABANDONMENT OR MODIFICATION OF TRANSACTIONS

PKS reserves the right to abandon or modify thesesf the Exchange Offer or the Spin-off or botid #KS will abandon the Exchange
Offer if it abandons the Spin-off. Thus, there @sassurance that either the Exchange Offer or pire-&f will be consummated or, if
consummated, will be consummated on the terms itbestcherein. However, if the Exchange Offer is econmated, the Spin-off will be
consummated promptly thereafter. If the PKS Boaedeno consider abandonment of the Exchange Oftbout abandoning the Spin-off, it
would take into account the effect of such propasathe interests of the holders of each classxoh&ngeable Securities and on the interests
of the holders of Class D Stock, and would alscsaaT seeking new fairness opinions from its finalnedvisors. See "The Exchange Offer --
Right of PKS to Extend, Abandon or Modify the Exobe Offer" and "The Spin-off -- Condition to Spiff; Right of PKS to Abandon, Defi

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 tatéhe six months ended June 30, 1994 and 19%baamf June 30, 1995, have been derived
from unaudited financial statements. In the opirddmanagement, such unaudited financial statentefiect all adjustments, consisting only
of normal recurring accruals, necessary to prefsény the financial position of PKS, Kiewit Constition & Mining Group and Kiewit
Diversified Group at June 30, 1995 and the resifltgperations for the six months ended June 304 B9@ 1995. The results of operations
the six months ended June 30, 1995 are not nedgssdicative of the results that may be expedimtthe entire 1995 fiscal year.

The pro forma results of operations data for tkersdnths ended June 30, 1995 of PKS, Kiewit Cowitn & Mining Group and Kiewit
Diversified Group, respectively, assume that theSMFecapitalization, the Exchange Offer and the -Bffivere 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 June 30, 1996masthat such transactions were
consummated as of such date. The pro forma inféemassumes, in two separate scenarios, that 8008hares (Scenario 1) and 5,000,000
shares (Scenario 2) of Exchangeable Stock anbealExchangeable 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 BofiRdrectors and members of the KCG Board of Diives, 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. &woer, the pro forma information is not intendedbéandicative of future results of
operations or financial position of PKS, Kiewit Gbruction & Mining Group or Kiewit Diversified Grqu
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

PRO FORMA (1)

HISTORICAL
------------------- YEAR ENDED DEC EMBER  SIX MONTHS
SIX MONTHS ENDED JUNE 30,
ENDED 31, 1994 1995
FISCAL YE AR ENDED JUNE 30, —eeeeeemeees e e
------------------- SCENARIO SCE NARIO SCENARIO SCENARIO
1990 1991 19 92 1993 1994 1994 1995 #1(2) #2 2 #12 #(©2

RESULTS OF OPERATION:
Revenue (3)(4)......c....... $1,906 $2,049 $1,
Earnings from continuing
operations before
cumulative effect of change
in accounting principle

(1S [ 108 49

Net earnings (5)(6)......... 80 441
FINANCIAL POSITION:

Total Assets (3)(4)......... 2,966 2,632 2,
Current portion of long-term

debt (3)(4)...ccvvvuenen 31 15
Long-term debt, less current

portion (3)(4)............. 269 110

Stockholders' equity (7).... 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, 1994 and six months ended June 30, 1995
financial position data as of June 30, 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) The PKS Board of Directors preliminarily appro
distribution of its entire ownership intere
Class D Stock at a special meeting on June 9,
of MFS have been classified as a single i
earnings for all periods presented. PKS's pro
assets of MFS at June 30, 1995 of $447 million
on the consolidated balance sheet.

(4) 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

(5) 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%.

(6) On May 5, 1995, the U.S. government and a sub

settlement agreement with respect to the Whi
settlement of all claims, PKS received $135
it recognized as income.

(7) The aggregate redemption value of common stoc

billion.

918 $2,050 $2,704 $1,194 $1,260 $2,704 $2

150 261 110 45 71

181 261 110 45 71

549 3,634 4,504 3,585
3 15 33 14

30 462 908 379

458 1,671 1,736 1,842

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

ved a plan to make a tax-free
stin MFSto the holders of
1995. The operating results
ne item on the statements of
portionate share of the net
has been reported separately

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

sidiary of PKS entered into a
tney Benefits litigation. In
million on June 2, 1995 which

k at June 30, 1995 was $1.7

45

177
177

, 704 $1,260 $1,260

177 154 154
177 154 154

3,138 3,138
13 13
377 377

1,479 1,479



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

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

Per Common Share (3):

Earnings before cumulative

effect of change in

accounting principle....... 247 112 3
Net earnings........ . 247 112 4

Dividends (4)(5 . 025 030 O
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......ccovevirnnnn, 15 7
Long-term debt, less current
POrtion.......cceveenens 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 six months ended June 30, 1995,
financial position data as of June 30, 1995 as
were consummated as of such date. The pro fo
Construction & Mining Group should be read in
Construction & Mining Group's historical finan
thereto and the "Pro Forma Financial Inform
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 reorga

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 Sto
of shares for years 1990 and 1991 are assu
corresponding number of shares of previous Cla
diluted earnings per share have not been
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 hav
Construction & Mining Group and Kiewit Dive
relative formula values of each group which w
each preceding year. Accordingly, the dividend
the dividends that would have been declared b
the new Class B and Class C Stock and t
outstanding.

(5) Pro forma dividends have not been presented a
that may have been declared if the transacti
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 S
employees conditioned upon the execution of
restrict the employees from transferring t
committed to purchase all Class B and ClI
determined, when put to PKS by a stockholder
of Incorporation. The aggregate redemption val
Stock at June 30, 1995 was $372 million.

HISTORICAL FISCAL YEA
ENDED
SIXMONTHS  DECEMBER 31
ENDED 1994
AR ENDED RIULN) =T R ——

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

675 $1,783 $2,175 $ 939 $ 988 $2,175 $2

69 80 77 17 34 75
82 80 77 17 34 75

79 463 492 110 244 588
A48 463 492 110 244 588
.70 0.70 090 045 045 -- -
.70 22.35 25.55 21.90 25.10

.31 27.43 31.39 28.19 33.92

862 889 967 967
2 4 3 2

12 10 9 7

437 480 505 503

351 391 411

omputed assuming that the MFS
Spin-off were consummated on
e fiscal year ended December
respectively. The pro forma
sumes that such transactions
rma financial data of Kiewit
conjunction with the Kiewit
cial statements and the notes
ation" included elsewhere or

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

nization, each share of the
ed for one share of new Class
Class D Stock. Therefore, for
ck per share data, the number
med to be the same as the
ss B and Class C Stock. Fully
presented because it is not
share.

, $.40 and $.30 for dividends

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

s the amount of any dividends
ons had occurred as of the
determined.

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
ass 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 SIX MONTHS
ENDED
, JUNE 30,
1995
NARIO SCENARIO SCENARIO
@ #1@2 #Q)

175  $ 988 $ 988

74 33 32
74 33 32

6.84 2.97 3.54
6.84 2.97 3.54

28.20 28.70

36.08 38.23
892 841
2 2
6 6
429 378



SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
KIEWIT DIVERSIFIED GROUP

Results of Operations:
Revenue (3)(4).....cccceuenne $ 235 $ 215 $
Earnings before cumulative
effect of change in
accounting principle

Net earnings (5)(6)........... 23 418
Per Common Share (7):

Earnings from continuing

operations before cumulative

effect of change in

accounting principle......... 220 1.26
Net earnings....... 1.03 20.30
Dividends (8)(9). . 070 0.70
Stock price (10).. ... 35.00 47.85
Book value.................... 35.75 47.93
Financial Position:

Total assets (3)(4)........... 2,204 1,801
Current portion of long-term

debt (3)(4)..ccveevennne 16 8
Long-term debt, less current

portion (3)(4)....ccocueenn 255 97
Stockholders' equity (11)..... 835 996
Formula value (10)............ 835 996

(1) The pro forma results of operations data are c
Recapitalization, the Exchange Offer and the
December 26, 1993 and January 1,1995 for the f
1994 and the six months ended June 30, 1995,
financial position data as of June 30, 1995 as
were consummated as of such date. The pro fo
Diversified Group should be read in conjunctio
Group's historical financial statements and th
Forma Financial Information” included el
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) The PKS Board of Directors preliminarily appro
distribution of its entire ownership interes
Class D Stock at a special meeting on June 9
of MFS have been classified as a single lin
earnings for all periods presented. PKS's pr
assets of MFS at June 30, 1995 of $447 million
on the balance sheet.

(4) 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

(5) 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

(6) On May 5, 1995, the U.S. government and a sub

into a settlement agreement with respec
litigation. In settlement of all claims, the G
June 2, 1995 which it recognized as income.

(7) In connection with the January 8, 1992 reo

previous Class B and Class C Stock was exchang

B Stock or Class C Stock and one share of new
purposes of computing Class D Stock per shar
for years 1990 and 1991 are assumed to be th
number of shares of the previous Class B and
earnings per share have not been presented b
different from primary earnings per share.

(8) The 1992 dividends include $.35 for dividends
January, 1993. Years 1990 and 1991 reflect d
previous Class B and Class C Stock that ha
Diversified Group and

HISTORICAL
YEAR END

SIX MONTHS DECEMBER

ENDED 1994

YEAR ENDED JUNE 30,  ----mmmeee
SCENARIO S
1992 1993 1994 1994 1995 #1(2)

243 $ 267 $ 534 $ 255 $ 274 $ 534

81 181 33 28 37 102
99 181 33 28 37 102

400 9.08 163 135 175 4.73
492 9.08 163 135 175 4.73
195 050 - - - -

50.65 59.40 60.25 59.40 60.25
50.75 59.52 60.36 60.10 62.90

1,709 2,759 3.549 2,633
1 11 30 12
18 452 899 372
1,021 1,191 1,231 1,339

1,021 1,191 1,231

omputed assuming that the MFS

Spin-off were consummated on

iscal year ended December 31,
respectively. The pro forma

sumes that such transactions

rma financial data of Kiewit

n with the Kiewit Diversified

e notes thereto and the "Pro

sewhere or incorporated by

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

ved a plan to make a tax-free
tin MFSto the holders of

, 1995. The operating results
e item on the statements of
oportionate share of the net
has been reported separately

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%.

sidiary of the Group entered
t to the Whitney Benefits
roup received $135 million on

rganization, each share of
ed for one share of new Class
Class D Stock. Therefore, for
e data, the number of shares
e same as the corresponding
Class C Stock. Fully diluted
ecause it is not materially

declared in 1992 but paid in
ividends paid by PKS on its
ve been attributed to Kiewit

PRO FORMA (1)

ED SIX MONTHS
31, ENDED JUNE 30,
1995

CENARIO SCENARIO SCENARIO
#2(2) #1(2) #2(2)

103 121 122
103 121 122

4.63 5.39 5.23
4.63 5.39 5.23

46.45  46.95

46.45  46.97
2,261 2,312
11 11
371 371
1,050 1,101
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Kiewit Construction & Mining Group based upon
of each group which were determined at the
Accordingly, the dividends may bear no relati
would have been declared by the Board in su
Stock and the Class B and Class C Stock been o

(9) Pro forma dividends have not been presented as
that may have been declared if the transact
beginning of the respective periods cannot be

(10) 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.

(11) Unless Class D Stock becomes Publicly Traded,
purchase all Class D Stock at the price determ
Certificate of Incorporation, when put to
aggregate redemption value of the Class D Sto
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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SIX MONTHS
------- ENDED
4(3) JUNE 30, 1995
ARE DATA)
228,707  $220,867
58,040 37,478
286,747 258,345
273,431 259,017
73,869 60,721
75,576 53,724
422,876 373,462
136,129) (115,117)
(17,175)  (13,419)
153,304)  (128,536)
2,103 (200)

(62,260) $ (54,396)

(10,442)

576,711

713,430
2,754
2,405

107,919

12

(66,833)

264,293

2,241,601

3,698

2,702

136,060
12

787,453 $1,055,581

584,546
548,333
770,103

1,826,833

596,958
963,466



(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,
June 30, 1995, earnings were insufficient to ¢
periods shown by the amount of loss before i
$28,244,000, $12,563,000, $22,989,000, $15
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 six months ended
over fixed charges during the
ncome taxes of $30,931,000,
3,304,000 and $128,536,000,

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 (each share of Class C Stock will then be exchangedablgl16598 shares of Class D Stock
pursuant to the Exchange Offer as described irseléi) above),

(iii) 22.98 shares of Class C Stock and 22.98 shaf€lass D Stock for each $1,000 principal amadieach outstanding 1991 Series
Convertible Debenture due October 31, 2001 (each share of Class C Stock will then be exchangeablgl16598 shares of Class D Stock
pursuant to the Exchange Offer as described irseléi) above), and

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

that is validly tendered and not properly withdraemor prior to 5:00 p.m., Omaha, Nebraska tim¢henExpiration Date. See " --
Withdrawal Rights," below. All outstanding sharésCtass C Stock (including shares of Class C Stssled to certain employees of PKS in
connection with the Company's annual offering dSIC Stock in 1995), as well as shares of Cl&8®€k received by debentureholders in
exchange for Class C and D Debentures in the Exgh@&ifer, will be exchangeable for Class D Stockspant to the Exchange Offer. The
Exchange Offer will be open until 5:00 p.m., OmaKlabraska time on September 29, 1995 unless exdasidescribed herein. Shares of
Class B Stock and Class C Stock accepted for egehparsuant to the Exchange Offer will be heldeasury shares.

A holder of Exchangeable Stock may exchange afl of the shares of Exchangeable Stock held b sistder for Class D Stock pursuant
to the Exchange Offer. A decision by a holder oflftangeable Stock to tender a portion of such stotke Exchange Offer will not be
treated by PKS as a basis for exercising PKS's,nigtder the PKS Certificate of Incorporation, épurchase the remaining Exchangeable
Stock of such holder.

A holder of an Exchangeable Debenture may elegt mnéxchange the entire principal amount of sugthBngeable Debenture for Offered
Stock pursuant to the Exchange Offer; partial erglesof an Exchangeable Debenture in the Exchanfis 9fnot permitted.

The exchange ratio of shares of Class D Stock tet&ived by tendering stockholders for the Excleabte Stock was established by the |
Board of Directors on June 9, 1995. In determirttrggexchange ratio for the Exchangeable StockPK® Board of Directors employed the
conversion ratio that was applicable under the RI¢8ificate of Incorporation to the January 1, 1888version of Class B Stock and Clas
Stock into Class D Stock (I.E., the ratio of th@<$d D Per Share Price to the Class B&C Per Share &rJanuary 1, 1995 of $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 $25dr 1:.416598). In lieu of issuing fractional st& 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 eachageable Debenture may be
exchanged for that number of shares of Class DkStoc
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(and, in the case of Class C and D Debenturesntivaber of shares of Class C Stock) that would teen issuable upon conversion of such
debenture in accordance with its terms. In lieissfiing fractional shares, PKS will round the numifeshares of Class D Stock (and Class C
Stock in the case of Class C and D Debenturesjvet®y a tendering holder of an Exchangeable Deiperto the nearest whole number of
shares without any additional consideration beiagable by or to such holder. In addition, intemsthe tendered Exchangeable Debentures
accrued to and including the date of the consunumaif the Exchange Offer will be paid to such holdiesuch Exchangeable Debentures
pledged to FirsTier Bank, N.A., PKS will pay sudtaied interest to FirsTier to the extent of inséaccrued on the underlying loan by
FirsTier to the holder of the Exchangeable Debeastuaind will pay only the remaining amount direttlthe debentureholder.

Although PKS does not anticipate that it will be@gsary to impose a limit on the amount of ExchahlgeStock that may be exchanged in
the Exchange Offer, PKS expressly reserves thé tagtho so if the PKS Board of Directors determitiest acceptance of all tendered
Exchangeable Stock would not be in the best int@feBKS and its stockholders. If the PKS Boardemertake such action, it would impose
such limit on the tendered Exchangeable Stockr{btibn the tendered Exchangeable Debentures) omafa basis and would follow the
procedures otherwise applicable to a modificatibtihe Exchange Offer. See "The Exchange Offer ghRof PKS to Extend, Abandon or
Modify the Exchange Offer." The PKS Board might sioier imposing such a limit if it concluded thateptance of all shares of
Exchangeable Stock tendered could frustrate thdam@e incentivization purposes of PKS's employeaearship program for Class C Stock,
given the aggregate amount of and/or the concémtraf ownership of the Exchangeable Stock tendekeg such conclusion would involve
a subjective judgment by the PKS Board based upeffiacts and circumstances at the time of a dectsiampose such a limit. (Such stock
ownership program, under which Class C Stock iereff to selected employees of the Construction &idi Group each year, is intended in
part to incentivize such employees by giving thefimancial stake in the performance of the sectdhe Company's business in which they
are employed).

The Exchange Offer is not conditioned upon any mimh amount of Exchangeable Securities being teddereexchange. However, the
Exchange Offer is subject to the Ruling remaininlgssantially in effect. See "The Exchange Offe€endition to the Exchange Offer."

As of June 23, 1995, there were 884,400 share$ast® Stock issued and outstanding, held by foldens of record, 13,944,365 shares of
Class C Stock issued and outstanding, held by Iha%&ters of record, $805,000 principal amount A3 $eries Convertible Debentures
outstanding, held by 41 holders of record, $1,730 frincipal amount of 1991 Series Convertible Debees outstanding, held by 74 holders
of record, and $455,000 principal amount of 1998eSeConvertible Debentures outstanding, held bidlders of record. As of such date,
directors of PKS held, in the aggregate, 4,332g&#es of Class C Stock, $160,000 principal amotih990 Series Convertible Debentures,
$425,000 principal amount of 1991 Series Convextibébentures and $200,000 principal amount of B398s Convertible Debentures.
Such directors have indicated to PKS that theyatdmend to tender their Exchangeable Stock puntsteathe Exchange Offer with the
exception of Walter Scott, Jr., Chairman of the f8cand President of PKS, and Robert E. Julian, &kez Vice President and Chief
Financial Officer of PKS, who expect to tenderthie aggregate, 785,892 shares of Class C Stockanirto the Exchange Offer. Mr. Scott's
intention to tender Class C Stock in the Exchanffer@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 or converted to @aSsock) of the number of shares of
such stock he would otherwise be required to eelKS, convert to Class B Stock or convert to Classtock 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) thabant of such Class C Stock which is in
excess of such 10% limitation. Mr. Julian's intentto tender Class C Stock reflects the fact tigat h
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responsibilities with PKS relate primarily to thé/Brsified Group. See "Certain Transactions --ititens of Certain Significant Stockholders
Regarding Participation in Exchange Offer." The @amy expects that all Exchangeable Debenturesidimg those held by the directors of
PKS, will be tendered pursuant to the ExchangerOfee "Risk Factors -- Risk Factors Relating sHExchange Offer, The Spoff and PK¢
Securities -- Certain Consequences of Decisiontdl&xchange."

This Prospectus and the Letters of Transmittabaieg sent to persons who were holders of recofads B Stock, Class C Stock, Class D
Debentures and Class C and D Debentures as ofade 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 voluntamyddnolders of Exchangeable Securities should cllyefonsider whether or not to accept the
Exchange Offer. See "Risk Factors." Tender by &delveholder of Exchangeable Debentures held by debentureholder in the Exchange
Offer will most likely result in receipt of the grgest value by the debentureholder based uporathétfat (i) the respective formula values of
the Offered Stock issuable in exchange for eacth&xgeable Debenture will be substantially gredtan the face amount of such
Exchangeable Debenture and (ii) PKS will not retaig MFS Common Stock or MFS Preferred Stock dfterSpin-off, and therefore would
not be able to distribute any such stock upon aembent conversion of such Exchangeable Debentuiregdts scheduled conversion period.
Furthermore, the PKS Board has not made any povisr any other adjustment to the Exchangeablesbiloes to reflect the Spin-off.
Accordingly, the PKS Board of Directors recommetidd holders of Exchangeable Debentures tenderBxchangeable Debentures in the
Exchange Offer.

The PKS Board of Directors makes no recommendatitmrespect to whether holders of ExchangeablekSsbould tender such
Exchangeable Stock in the Exchange Offer.

There are no dissenter's rights of appraisal imeotion with the Exchange Offer.
PKS does not intend to terminate the registratfaih® Class C Stock under the Exchange Act afiectnsummation 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 thadege Offer, a
properly completed and duly executed Letter of $raittal (or facsimile thereof), any other documeetguired by PKS and certificates for
the Exchangeable Securities to be tendered musiceé/ed by PKS prior to 5:00 p.m., Omaha, Nebraisha, on the Expiration Date.
Separate Letters of Transmittal will be requiredtfee tender of (i) the Class B Stock, (ii) the &8l& Stock and (iii) the Exchangeable
Debentures.

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

A tender of Exchangeable Securities made pursoahktinstructions contained herein and in thedraif 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 Exchangeitbck. If, however, such lender is
FirsTier Bank, N.A., PKS will arrange directly wittuch bank for the delivery of such pledged cesdifes to PKS. PKS will deliver the
Offered Stock issued in exchange for Exchangeatoleklirectly to any lending institution to whichah Exchangeable Stock was pledged if
so directed by the registered holder of such plédgeck in such holder's Letter of Transmittathé Offered Stock received in exchange
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for the tendered Exchangeable Stock is to be delid/a a lender other than FirsTier Bank, N.A., ltk&er of Transmittal must state with
specificity the information necessary (includingneg address and contact person of the lenderjdotefuch delivery. If a holder of pledged
Exchangeable Stock does not designate the lendstigution to which the Offered Stock received xclange for tendered Exchangeable
Stock is to be delivered, PKS may deliver such @fieStock to the exchanging securityholder, bugmess the right to deliver such Offered
Stock directly to a lending institution if PKS balies in good faith that such lending institutioeisitled to receive the Offered Stock under a
borrowing arrangement with the exchanging secuoitjér.

If Exchangeable Debentures have been pledgedeiodet, a holder of Exchangeable Debentures musifgjire the related Letter of
Transmittal the name of the lending institutiowtioich such Exchangeable Debentures are pledgeduEse and return of a Letter of
Transmittal relating to such pledged Exchangealgleddtures will constitute, upon receipt by PKShatization by the exchanging
debentureholder (i) to the lending institution &ider the pledged Exchangeable Debentures dirextBKS for exchange pursuant to the
Exchange Offer and (ii) to PKS to deliver the Of@iStock issued in exchange for such tendered Egeladle Debentures directly to the
lending institution which tendered such Exchange&#bentures. Accordingly, holders who wish to tgrpledged Exchangeable Debentures
in the Exchange Offer will not be required to make 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, PKSdeliyer such Offered Stock to the exchanging dalreholder, 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 withgkchanging debentureholder.

If Exchangeable Debentures have been pledgedddiBirBank, N.A., execution and return of the LietiETransmittal also will constitute,
upon receipt by PKS, authorization to pay to FiesBank, N.A., any and all interest accrued on $oaom FirsTier Bank, N.A. secured by
the Exchangeable Debentures through the Exchangge 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 TROLENDER AND WHO ARE CONSIDERING
PARTICIPATION IN THE EXCHANGE OFFER, OR WHO HAVE FHDGED 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.

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, lostheft of such certificate, (b) furnish to P
indemnity, satisfactory to it in its sole discretj@and (c) comply with such other reasonable requémts 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 walaglr on or prior to the Expiration Date,
provided that PKS has not otherwise notified teimdesecurityholders of its intent to extend, abandomodify the Exchange Offer. The
Exchange Date will be the Expiration Date. Exchaoigéae Exchangeable Securities accepted for exgghparsuant to the
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Exchange Offer will be made only after timely rgddy PKS of (i) certificates for such Exchangea®éeurities and (ii) a properly complef
and duly executed Letter of Transmittal (or facgnthereof), together with any other documents ireglby PKS. Holders of Exchangeable
Securities so accepted for exchange will becomednslof record of the Offered Stock on the Exchdbgte.

PKS will deliver certificates representing sharé®tiered Stock issued in exchange for Exchange&blurities accepted for exchange as
soon as practicable following such acceptancenyftandered Exchangeable Securities are not exeldamgrsuant 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 thaengest 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 thielity, form, eligibility (including time of receit), and acceptance for exchange of any
tender of securities and notices of withdrawal Wwéldetermined by PKS in its sole discretion, whdekermination 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 Secusitizsh may, in the opinion of PKS's counsel, be wiilh PKS also reserves the absolute
right to waive any defect or irregularity in anytker of Exchangeable Securities. PKS will not béeurany 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 theahge 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 extends thpition Date, then, without prejudice to PKS'sarttights under the Exchange Offer, PKS
may retain all Exchangeable Securities tenderdgestionly to the withdrawal rights of tenderinggityholders as described in this section.

For a withdrawal to be effective, a written, telgghic, 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 appeateihetter of Transmittal and the amount of semgito be withdrawn. If certificates have
been delivered to PKS, the serial numbers showth@particular certificates evidencing the Exchaie 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 Exchangeadxdarities withdrawn will thereafter be deemedvadidly tendered for purposes of the
Exchange Offer. However, withdrawn securities maydtendered by again following the proceduresride=t herein and in the Letter of
Transmittal at any time prior to the Expiration Bat

CONDITION TO THE EXCHANGE OFFER

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 substaniieéiffect as of the Exchange Date, as determinetido PKS Board of Directors in its
sole discretion. Any determination by PKS concegrtime Ruling will be final and binding upon all pes.
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There are no federal or state regulatory requirésn@napprovals that must be complied with or aigdias a condition of the Exchange Of
RIGHT OF PKS TO EXTEND, ABANDON OR MODIFY THE EXCHA NGE OFFER

PKS expressly reserves the right to abandon thedige Offer and not accept for exchange any Exaabig Securities if the PKS Board of
Directors reasonably determines that there shak loacurred any material change in the businesanéial condition, results of operations or
prospects of MFS or of the Diversified Group, ie tharket price of the MFS Common Stock, or in atigocircumstance, and that, as a
result, consummation of the Exchange Offer wouldomger be in the best interest of PKS and itsldtolders. If the PKS Board were to
consider abandonment of the Exchange Offer withbandoning the Spin-off, it would take into accotlnat effect of such proposal on the
interests of the holders of each class of Excharigesecurities and on the interests of the holde@ass D Stock, and would also consider
seeking new fairness opinions from its financialiadrs. PKS will abandon the Exchange Offer ingkient it abandons the Spifit. See "Th
Spin-off -- Condition to the Spin-off; Right of PK& Abandon, Defer or Modify the Spin-off."

PKS also reserves the right, at any time or franetto time, whether or not the condition describeder "The Exchange Offer Gondition tc
the Exchange Offer" shall have been satisfiedp(§xtend the Expiration Date or

(i) if the PKS Board of Directors determines fayaeason that such action would be in the bestést of PKS and its stockholders, to
modify the Exchange Offer in any respect, by givimiiften notice of such extension or modificationtte holders of Exchangeable
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
imposing a limit on the amount of Exchangeable IStbat may be exchanged in the Exchange Offerdéiermines that acceptance of all
tendered Exchangeable Stock would not be in theibesest of PKS and its stockholders. For exarhle PKS Board might consider
imposing such a limit if it concluded that acceiiof all shares of Exchangeable Stock tendereldl ¢austrate the employee incentivization
purposes of PKS's employee ownership program fassCC Stock, given the aggregate amount of anadardncentration of ownership of 1
Exchangeable Stock tendered. Any such conclusiaridiavolve a subjective judgment by the PKS Bdaaded upon the facts and
circumstances at the time of a decision to impaosé & limit. In the event the PKS Board were toasgsuch a limit, it would impose the
limit on the tendered Exchangeable Stock (but mahe tendered Exchangeable Debentures) on afarbaais. (In order to avoid having
certain rules of the Commission regarding "goinggie" transactions from becoming applicable toExehange Offer, PKS will in any eve
impose a limit as described above to the extentdmsummation of the Exchange Offer in the absefhsech a limit would result in there
being fewer than 300 holders of Class C Stock. 8asesuch 300-shareholder minimum and the tendications received from members of
the PKS Board of Directors and the members of t8&Kooard of directors, PKS would not accept in amgnt tenders of more than
8,500,000 shares of Exchangeable Stock. HoweveRPi#S Board would in all likelihood determine tgpiose such a limit well before such
300-shareholder minimum or such 8,500,000 maximwreweached, and, as discussed above, the PKS Baardlso determine to impose
such a limit based on the concentration of ownerehihe shares of Exchangeable Stock tendered@) PRS Board of Directors does not
presently intend to impose a limit on the amourExéhangeable Debentures that may be exchangeed lExchange Offer, even if a limit
were imposed on the amount of Exchangeable Statkihy be exchanged.

A total of 59,929 shares of Class C Stock and éDdhhres of Class D Stock would be issuable ifEstahange Offer upon the acceptance by
PKS of a tender of all Exchangeable Debenturest#l bf 3,541,083 shares of Class D Stock woulésdgable in the Exchange Offer upon
the acceptance by PKS of a tender of the maximuel t& 8,500,000 shares of Exchangeable StockPK& does not
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expect tenders of Exchangeable Stock to reachlsueh and the PKS Board would in all likelihoodel®nine to impose a limit on the
number of shares of Exchangeable Stock to be amtépthe Exchange Offer before tenders reachetl lswel.

If PKS modifies a material term of the Exchangee®fft will extend the period of time during whithe 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 or extends the geridime during which the Exchange
Offer is open, then, without prejudice to PKS'santtights under the Exchange Offer, PKS may realiExchangeable Securities tendered,
subject only to the tendering securityholder's diittwal rights described above in "The Exchange Off@vithdrawal Rights."

If PKS abandons the Exchange Offer as describeglhehen PKS will return all tendered certificatepresenting Exchangeable Securitie
indicated by the applicable Letter of Transmitsaon as practicable following the announcemesruch occurrence.

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

PKS has received rulings from the IRS concernimgttbatment of certain exchanges effected unddetichange 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 thititat for United States federal income tax pugpos

(1) The exchange of Offered Stock for ExchangeBlalkentures will constitute a recapitalization witktie meaning of section 368(a)(1)(E)
of the Internal Revenue Code of 1986, as amentied'Gode"), and PKS will be "a party to a reorgatian” within the meaning of section
368(b) of the 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 uplom exchange of Offered Stock for Exchangeable Breies:

(4) The basis of Offered Stock received pursuattiécExchange Offer will be the same as the bddtxchangeable Debentures exchanged
therefor; and

(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 taxdassassociated with the exchange
Offered Stock for Exchangeable Stock. Neverthelesthe opinion of Sutherland, Asbill & Brennangutar outside tax counsel to PKS,
although the issue is not free from doubt, suctharge should constitute for United States fedeme 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:
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(1) PKS will be "a party to a reorganization" withthe 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 pursuatiiéoExchange 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@bleentures. Similarly, if, contrary to the opiniohSutherland, Asbill & Brennan, the
exchange of Offered Stock for Exchangeable Stodlewaxable, then, among other consequences, gésowould be recognized by each
holder of Exchangeable Stock who elects to pasdteifin the Exchange Offer upon the exchange ofrédf&tock for Exchangeable Stock.
The amount of any gain recognized upon a taxahtbange of Offered Stock for Exchangeable Debentrésr 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 tatjusasis 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 shaultdated as having a fair market value equalédiass 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, INCLUDING (i) THE APPLICATON OF UNITED STATES FEDERAL, STATE, AND LOCAL TAX
LAWS, AND OF FOREIGN TAX LAWS AND

(i) THE EFFECT OF CHANGES IN LAW, INCLUDING CHANGSE HAVING RETROACTIVE EFFECT.

THE SPIN-OFF
MANNER OF EFFECTING THE DISTRIBUTION

MANNER OF DISTRIBUTION; SPIN-OFF DATE. In the evetitat the condition described under "The Spin-offendition to the Spin-off;
Right of PKS to Abandon, Defer or Modify the Spifi-as satisfied, and unless the PKS Board of Dioes has exercised its right to abandon
the Spin-off if it determines such action wouldib¢he best interest of PKS and its stockholdéres,Spin-off will be declared and be effected
on the Spin-off Date to holders of record of ClBsStock (including Class D Stock issued in the Exafe Offer) on such date. Such holders
of Class D Stock will become holders of recordhaf pin-off Stock to which they are entitled orposmptly after the Spin-off Date. PKS
currently anticipates that the Spin-off Date wil the day after the Expiration Date. PKS expresgrves the right, in its sole discretion, to
defer the Spin-off Date if it determines that sackion is in the best interest of PKS and its stoddters, but if the Exchange Offer is
consummated, the Spin-off will be consummated ptontpereafter.
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The number of shares of Spin-off Stock to be disted in respect of each outstanding share of CaStock will be determined on the Spin-
off Date. Such determination will be based on thmber of shares of Class D Stock outstanding oishie-off Date and accordingly will
depend on the number of shares of Class D Stogkdsgursuant to the Exchange Offer. See "The Exgh@ffer," "Overview -- The Spin-
off* and "Overview -- The MFS Recapitalization."

As an administrative and cost-saving convenienceettificates 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-ofickt For this purpose, PKS will calculate the aggte number of shares of MFS Common
Stock and MFS Preferred Stock, respectively, thatld/otherwise be issuable as fractional sharesucti number of shares, one whole share
will be distributed to each of those holders ofsI® Stock who would otherwise be entitled to neediactional 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 amohassessable, and the holders thereof will nentided to preemptive rights. The MFS
Preferred Stock is subject, by its terms, to restns on the transfer of such stock and is sulifettie irrevocable proxy to be granted by
KDG to the Secretary and Assistant Secretary of M¥&® "Description of Securities -- MFS Common Bt@nd "-- MFS Preferred Stock."

Certificates representing Spin-off Stock will beilad to holders of Class D Stock as soon as pratigécafter the Spin-off Date. Because the
Spin-off will require issuance and mailing of a sign#it number of stock certificates, a delay of appnately three to four weeks in delive
of the certificates representing Spin-off Stock wdcur. Holders of Class D Stock should not attetagsell or transfer MFS Common Stock
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 thatémtficates representing the Spin-off Stock
are to be mailed, that some or all of the SpinStffck received in the Spin-off is to be deliveredtending institution pursuant to a
borrowing arrangement between the holder and sratirig institution. However, even if no noticeeéseived by PKS to such effect, PKS
reserves the right to deliver the Spin-off Stoateieed by a holder of Class D Stock in the Spintof 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 @eny cash or other consideration, or to surrendexohange shares of Class D Stock or
other security or to take any other action in otdereceive the Spin-off Stock pursuant to the Spfn

LISTING AND TRADING OF SPIN-OFF STOCK

MFS COMMON STOCK. MFS Common Stock is currentlydied on the Nasdag National Market under the syri¥BIST." It is expected
that the MFS Common Stock will continue to be tchda the Nasdaq 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 8mn-off will be determined by th
marketplace and may be influenced by many facboctding, among others, the continuing depth aeaidity of the market for MFS
Common Stock, investor perception of MFS, the
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industries in which its businesses participate gerteral economic and market conditions. On Augdsfi995 the last reported sale price of
the MFS Common Stock as reported by the NasdagiNdtMarket was $45.50. See "Market for Registss@mmon Stock and Related
Stockholder Matters" in the MFS Annual Report omrrd.0-K incorporated herein by reference for infation regarding historical ranges of
trading prices on MFS Common Stock.

Shares of MFS Common Stock distributed in the Sffipafter giving effect to the MFS Recapitalizatjawill constitute approximately 65%
of the MFS Common Stock outstanding. Despite thieagents entered into with the directors of PKSMR® in connection with the Spin-
off described at "Certain Transactions -- Agreermé&tegarding Restrictions on Transfer of Spin-offckt below, a substantial number of
shares of MFS Common Stock will become availabtdifture sale in the public market after the Spih-8ales of substantial numbers of
such shares in the public market in the future d@aulversely affect the market price of the MFS Cami8tock and could impair MFS's
ability to raise additional capital through theesaf its equity securities.

Shares of MFS Common Stock received by holderda$<D 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 S@ertain Transactions -- Certain Agreements BetwRKS and MFS -- The Distribution
Agreement"” for a discussion of the proposed graettain affiliates of MFS of registration rightdth respect to the Spin-off Stock.

In connection with the recent DECS offering by MIW&;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 holdér€tass D Stock regarding the MFS
Common Stock to be received by such directorsrasut of the Spin-off. The agreements prohibiakes of such MFS Common Stock for a
period of two years from May 24, 1995, subjectedain 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 rededmabthe option of MFS beginning at the end ofssix-year period. Accordingly, the MFS
Preferred Stock received in the Spin-off will natvle any realizable resale value until the earli€)ats 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 petieere will likely be no public trading market fibre MFS Preferred Stock. See "Description
of Securities -- MFS Preferred Stock." MFS doesint@nd to apply for listing of the MFS Preferre& on any national securities
exchange, on the Nasdaq National Market or in theg-the-counter market.

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 consurtedaFor example, assuming in two alternative seesighat (i) 3,000,000 shares and (i)
5,000,000 shares of Exchangeable Stock, and inezsehall of the Exchangeable Debentures, are ageldan the Exchange Offer, the
estimated Class D Per Share Price after givingeféethe Spin-off would be $41.00 and $41.75, eeipely. Accordingly, the price at which
holders of Class D Stock can sell such stock to BKS the Spin-off pursuant to the Company's @ian to repurchase such Class D
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Stock under the Company's Certificate of Incorgorawill be significantly reduced. See "OverviewThe Spin-off." As the foregoing
alternative scenarios indicate, the greater thebmurof shares of Exchangeable Stock exchangeaiBtbhange Offer, the less the reduction
in the Class D Per Share Price resulting from thie-8ff. This is attributable to the fact that tamount of the reduction in the Class D
Formula Value resulting from the Spin-off will bdiged amount equal to PKS's book investment inSpa-off Stock, whereas the amount
such reduction on a per share basis (I.E., the ahafuihe reduction in the Class D Per Share Pridkk)ecrease as more shares of Class D
Stock are issued in the Exchange Offer. As suahmrative scenarios also indicate, the greater tineber of shares of Exchangeable Stock
exchanged in the Exchange Offer, the fewer the murabshares of Spin-off Stock (and hence thetlessalue of the Spin-off Stock)
distributed per share of Class D Stock in the Syin-

If and when the Class D Stock becomes Publicly &dathe Company's obligation to repurchase sudtk stil cease. The Class D Stock is
freely transferable. However, there is no estabtistnading market for the Class D Stock, and theseonly been limited trading activity in
past.

The PKS Board of Directors has considered andiwithe future again consider the feasibility andidbility 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 rttithe 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,tha market value of the MFS Common Stock is etqueto 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.

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

The Spin-off will not be consummated unless theiRushall be substantially in effect with respeaxcthe Spin-off as of the Spin-off Date.
There are no federal or state regulatory requirésn@napprovals that must be complied with or atgdias a condition of the Spin-off.

PKS expressly reserves the right, whether or rofdhegoing condition shall have been satisfigado(defer the Spin-off (to a date certain or
indefinitely) or (ii) to abandon the Spin-off if dletermines for any reason that such action ikarbest interest of PKS and its stockholders.
The Spin-off will not necessarily be abandonechim évent the Exchange Offer is abandoned. Howéwtee Exchange Offer is
consummated, the Spin-off will be consummated ptontpereafter.

PKS also reserves the right, at any time or fronetto time, if the PKS Board of Directors deternsifiér any reason that such action would
be in the best interest of PKS and its stockholdaswhether or not the foregoing condition shalledhbeen satisfied, to modify the terms of
the Spin-off in any respect by giving notice of lsuwodification to the holders of Class D Stock (gmibr to the Expiration Date of the
Exchange Offer, to the holders of Exchangeable i&exs).
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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. For this purpose, each share of Clag&tdzk should be treated as having a fair
market value equal to the post-Spin-off Class D$teare 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
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different cost from any other block. As soon aspeable following the Spin-off, PKS intends to neakvailable to its stockholders
information regarding the allocation of basis betwéhe Class D Stock and the Spin-off Stock.

Treasury regulations governing section 355 of thdeCrequire that all PKS stockholders who recepia-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 consequenpesrporate level income taxes would be
payable by the consolidated group of which PK®iéscommon parent, based upon the amount by whicfathmarket value of the Spin-off
Stock distributed in the Spin-off exceeds PKS'ssbiferein and (ii) each holder of Class D Stoclowdceives shares of Spiff Stock woulc
be treated as if such stockholder received a texdibtribution, taxed first as a dividend to théeax of such stockholder's pro rata share of
PKS's available current and accumulated earnindgasfits, then as a tax-free recovery of suchldtoltler's tax basis in his or her Class D
Stock, and finally as a sale or exchange of prggerthe extent of any excess amount.

POST-SPIN-OFF CONSIDERATIONS. Each share of MFSédPred Stock received in the Spin-off will be corti@e 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 dividendheattime of redemption or conversion of the MF8féred Stock will be reflected in the
redemption or conversion consideration for suchkst8ee "Description of Securities -- MFS Prefergtolck."

No tax rulings have been sought from the IRS (amterwill be requested) with respect to any taxassassociated 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@ters of MFS Preferred Stock should be awarethi®atnited States federal income tax
treatment of any such redemption or conversionadmtividends paid or accrued on the MFS PrefertediSmay be controlled or affected by
the particular facts or circumstances associat#u avparticular holder or transaction, changefasé 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 adsisiorthe opinion of Sutherland, Asbill & Brennaegular outside tax counsel to PKS, the
following United States federal income tax conseqes 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 CommoocBtand 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 slibabtain sale or exchange treatment on a redemetisach stock for cash if the
redemption meets one of the tests of section 3@#(th)e Code (relating to distributions in rederaptdf stock);

(3) Individual holders of MFS Preferred Stock shiblbé considered to have received a taxable disiwibon 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");
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(4) Current cash dividends paid on the MFS PrefeB8tck should be subject to Taxable Distributioeaiment; and

(5) In the event that MFS does not pay current cigldends on the MFS Preferred Stock, then theaddnGtates federal income tax treatment
of the accrued dividends on such stock is uncertaigeneral, holders of MFS Preferred Stock eitteruld be treated as if they had received
an annual dividend of MFS Common Stock equal in@m¢o the amount of the accrued but unpaid cagldehid ("Case I") or should have

no United States federal income tax consequenddsheyMFS Preferred Stock is converted or redegtorea subsequent cash dividend is
paid on the stock ("Case II"), although other tmezits may be possible.

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

I, if a subsequent cash dividend is paid, thendik@&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 cesied of the MFS Preferred Stock, then the amofingash or the value of the shares of
MFES Common Stock received by the holder in excédisenissue price of the redeemed or converted MiESerred Stock should constitute a
distribution from MFS that will be subject on redeton 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 ithpash dividends under Case I, under
Case Il, or in some other manner.

Under proposed legislation, corporate and otherindividual holders of MFS Preferred Stock may haweash 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 CERTW UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES OF THE SPIN-OFF AND CERTAIN RELATED ARSACTIONS UNDER CURRENT LAW AND IS INTENDED
FOR GENERAL INFORMATION ONLY. THE DISCUSSION MAY ND ACCURATELY DESCRIBE THE TREATMENT OF HOLDEFR
OF CLASS D STOCK AND POTENTIAL HOLDERS OF SPIN-OFHOCK IF SUCH HOLDERS RECEIVED SUCH STOCK AS
COMPENSATION, ARE FOREIGN PERSONS, OR ARE OTHERWISEBBJECT TO SPECIAL TREATMENT UNDER THE CODE.
ALL HOLDERS OF CLASS D STOCK AND POTENTIAL HOLDERSF SPIN-OFF STOCK SHOULD CONSULT THEIR OWN TAX
ADVISORS AS TO THE PARTICULAR CONSEQUENCES TO THEOF BOTH THE SPIN-OFF AND ANY TRANSACTIONS
INVOLVING THE SPIN-OFF STOCK, INCLUDING (i) THE APBEICATION OF UNITED STATES FEDERAL, STATE, AND LOCAL
TAX LAWS, AND OF FOREIGN TAX LAWS AND (ii) THE EFFEET 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-OFHANSACTIONS 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 noahex-free distribution for Canadian income taxpmses, and that a holder of Class D Stock
will be required to include in income for such poesps the fair market value of the MFS Common StoakMFS 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 significasgipiity that it will not be issued.
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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 membeithefPKS 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.

Furthermore, each of Messrs. Roy Cline, Allan Kidod, 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 o Stock held by him.

Walter Scott, Jr., the Chairman of the Board arebigent of PKS and a member of the board of direaibeach 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 adsumsas 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 convertédistss D Stock) of the number of shares of suctkdte would otherwise be required to
sell to PKS, convert to Class B Stock or convelEkass D Stock within the next few years by virtiighe percentage limitations on
ownership of Class C Stock contained in the PKSif@ete 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 DISfot, in the case of Mr. Scott, Class B Stock tas€ 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 Sielkin the aggregate by such trusts.

Robert Julian, who is a member of the board ofodines of each of PKS and MFS but not of KCG, hassadi 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 diy 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 CSTOCK SCENARIO1 SCENARIO2 CLASS D STOCK SCENARIO 1 SCENARIO 2
Walter Scott, Ir.......cceevvviiiiinnne 1, 000,000 8.4 10.1 2,804,851 2) 12.4 11.9
Kenneth E. Stinson...........cccccoveee. 626,412 5.3 6.3 36,412 3) * *
Richard Geary....... 528,768 4.5 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..........ccccovuvuernenns 264,009 2.2 2.7 172,282 (5) * *
Tait P. Johnson......... 173,433 15 1.8 43,433 * *
Bruce E. Grewcock... 159,775 13 1.6 52,775 * *
Richard R. Jaros....... 51,544 * * 101,639 * *
William L. Grewcock. 22,048 * * 1,164,323 5.1 5.0
Robert E. Julian..... - - - 381,075 (6) 17 1.6
James Q. Crowe.... -- -- -- 134,281 * *
Robert B. Daugherty. - - - 9,000 * *
Charles M. Harper.... -- -- - 9,000 * *
Peter Kiewit, Jr............. -- -- - 2,000 * *
PKS Directors as a group.........c..cceeeuees 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 scena rios, that 3,000,000 shares

(Scenario 1) and 5,000,000 shares (Scenario 2 ) of Exchangeable Stock and

all the Exchangeable Debentures are exchanged in the Exchange Offer.
(2) Does notinclude 1,950,691 shares of Class D Stock held in irrevocable

trusts for family members of Mr. Scott under w hich the trustee is required

to vote with the Company.
(3) Does notinclude 20,000 shares of Class D Stock held in trusts by Mr.

Stinson's children.
(4) Does not include 40,000 shares of Class D Stoc k held by Mrs. Geary.
(5) Does not include 25,231 shares of Class D Stoc k held by Mrs. Kearney.
(6) Does not include 78,196 shares of Class D Stoc k held in irrevocable trusts

for family members of Mr. Julian under whic h 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 mendiehe MFS Board of Directors, and Mr. Grewcocksvedected to the MFS Board of
Directors at the MFS 1995 annual meeting of stolrddrs. The option is exercisable at any time wiiinmonths after the Spin-off is
consummated. The purchase price per share of sachwould be, in the case of the MFS Common Sttuk)owest of (i) the closing price
of such stock on the date the Spin-off is consurethdii) the closing price of such stock on thesdat which notice of exercise of the option
is delivered and (iii) $35.00, and, in the caséhefMFS Preferred Stock, $1.00 per share. UnlesssieGrewcock
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and Scott otherwise agree, in the event the ofgiexercised, they would each pay one-half of thal purchase price and receive one-half of
the stock subject to the option. Any such shareshased by Messrs. Grewcock and Scott would coatiode subject to the agreements
described below.

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 eletdettie PKS Board of Directors after
the closing of the DECS offering) and each direcfovFS has entered into an agreement with MFS uwtiéch 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 sharesupmt 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 theedtor in question, or (ii) family members of ttieector. Further, MFS Common Stock
distributed with respect to shares of Class D Spelged 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 CommorciSteeld by KDG.

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 CommaocE 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 will receive such MFS PreéatiStock subject to such irrevocable
proxy. Accordingly, holders of MFS Preferred StaaK have voting rights only with respect to theetion of directors of MFS and those
other matters.
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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 necedsamceive the Ruling. In addition, the Distributidgreement provides that MFS will sell
to PKS 28,986 shares of MFS Common Stock immediamadr to the Spin-off, at a price of $1,000,080cash (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 thstiibution Agreement, however, PKS
has represented to MFS in writing that PKS hasrmesent intent to engage, directly or indirectlythe provision of telecommunications
services to business or government users, excefitdee 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, dnere can be no assurance that PKS will not coengliezctly with MFS in the provision of
telecommunications services to businesses or gmanrhusers in the future.

Under the Distribution Agreement and subject totéies of the agreements described under " -- Agee¢s 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 afterSpin-off, exercisable at their expense, similathtmse granted to KDG by MFS pursuant
to a registration rights agreement entered intavéeh KDG and MFS in connection with the MFS IPCe SEhe Spin-off -- Listing and
Trading of Spin-off Stock -- MFS Common Stock."

The Distribution Agreement provides that each ofSRiad 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 compansequired to give the other company prior noti€any intention to dispose of a
such information.

The Distribution Agreement provides that, exceptthe expenses of registration of the Offered Stouk Spin-Off Stock under the Securities
Act, which will be paid by PKS, and except as otVise 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 expsrtisat 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.
(PKS repurchased 700 shares of Class C Stock gri2ul995 and July 19, 1995 in the aggregate uamtsto such repurchase obligation.)
RECENT DEVELOPMENTS

WHITNEY LITIGATION

In 1974, a subsidiary of PKS ("Kiewit"), enteredara lease with Whitney Benefits, Inc., a Wyomitigudtable corporation ("Whitney").
Whitney is the owner, and Kiewit is the lesseega abal deposit underlying a 1,300 acre tract irri@ha County, Wyoming. The coal was
rendered unmineable by the Surface Mining Contndl 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 cidostd a taking of their coal without just competima In 1989, the Claims Court ruled
that a taking had occurred and awarded plaintifés1977 fair market value of the

68



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
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resolved to submit to the MFS stockholders for apal at the 1995 MFS annual stockholders meetitgchwvas held on August 24, 1995, a
proposal to increase the number of authorized stadrpreferred stock from 1,000,000 to 25,000,000.

The purpose of authorizing the MFS Board of Diresto issue preferred stock and to determinegtstsiand preferences is to eliminate
delays associated with a stockholder vote on spdasguances. 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 thigghrty to acquire, or of discouraging a third pdrom acquiring, a majority of the outstanding
voting stock of MFS. Upon consummation of the MR&&pitalization, which was approved by a majorftthe common stockholders of
MFS present in person or by proxy and voting atlii®@5 MFS annual stockholders meeting, 15,000,6&6es of MFS Preferred Stock will
be issued to KDG and distributed to holders of £@sStock 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 resolvestibonit to the stockholders of MFS
for approval at the 1995 annual meeting of MFSidiolders, certain amendments to the MFS certifichiacorporation, which include
proposals to: amend the MFS certificate of incoagion to divide the MFS Board of Directors intodarclasses, prohibit stockholders of M
from taking action by written consent; require tepécial 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 stodkk$ entitled to vote thereon to adopt,
repeal, alter, amend or rescind the by-laws of MESS agreed that, if the MFS Recapitalization wasaved by the non-PKS holders of
MFS Common Stock as described herein, PKS would athtof the shares of MFS Common Stock owned atrotied by it in favor of the
proposed amendments, thus assuring their adoftimproposed amendments to the MFS certificataafrporation were adopted at the
MFS 1995 annual meeting of stockholders.

In addition, at its April 26, 1995 meeting, the MB8ard of Directors adopted certain amendmentseady-laws of MFS that prescribe
specific procedural requirements for the nominatibdirectors and the introduction of business Isgagkholder of record at an annual
meeting of stockholders where such business ispetified in the notice of meeting or brought byatthe direction of the board of directors.
The MFS Board of Directors also plans to considehe near future the adoption of a shareholdéitsiglan. Notwithstanding the receipt of
the requisite stockholder approval or further apptof the MFS Board, each of the proposed amenthrierthe MFS certificate of
incorporation and the MFS by-laws, as well as drgrasholder rights plan adopted by the MFS Boardjldvbe implemented only upon
consummation of the Spin-off.

Each of the foregoing amendments, as well as thptamh of a shareholder rights plan, could makeentbfficult or discourage the removal
MFES's management or could have the effect of maikimgpre difficult for a third party to acquire, of discouraging a third party from
acquiring, a majority of the outstanding votingckt@f MFS for the purpose of a hostile takeovere Tritent of the measures adopted by the
MFS Board of Directors, however, is not to prevamtacquisition. If an offer were to be made, thesasures are designated to require
potential acquirers to make financially attractnan-coercive offers that treat all stockholderslfato guard against share accumulations in
which control of MFS could pass to one or a grofiptockholders without paying a control premiunthe others, and to provide the MFS
Board of Directors with sufficient time to considary and all alternatives for maximizing stockholdalue.
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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 tetape service market to "full" competition,
because, based upon recent regulatory announcemetddifornia, MFS will be able to compete onljtifeceives 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 $120Uiam for the purchase of certain
switching equipment. The facilities are securedhgyequipment and are partially guaranteed by #ed®h Export Credits Guarantee Board.

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)@tass 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 that) mispect to the election of directors, holder€laks C Stock have cumulative voting rights.
Cumulative voting means that a stockholder magi(i¢ one nominee as many votes as the numbereytdis to be elected multiplied by the
number of such stockholder's shares or (ii) mafridige 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 asynmmminees as there are directors to be electedeftdroth methods, after the voting is
closed, the nominees are ranked in order of thebeumf votes received by each nominee. The higlae&ing nominees are elected until the
number of open directorships is filled.

The PKS Certificate of Incorporation provides tbattain corporate actions must be approved by deehs of at least 80% of the outstand
shares of Class C Stock and at least a majorityl tifie outstanding shares having the power to {idke, 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 creatb new classes of stock of the Company; (5) areimse or decrease in the number of
authorized shares of any class of stock of the Gomp(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 pablffering. 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 theemlof Class D Stock. In addition, with
respect to item (6) above, the separate
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approval of at least a majority of the outstandihgres of Class D Stock entitled to vote thereounlévbe required under Delaware law to
change the rights, preferences and limitationti@fCGlass D Stock in a manner that would adverdédgtahe Class D Stock. Any changes in
the method of determination of the Class D FornMalue or the Class D Per Share Price require appinyvat least 80% of the outstanding
shares of Class C Stock and Class D Stock entitledte thereon, voting separately.

Amendments to the PKS Certificate of Incorporatiamwell as amendments to the by-laws of the Comnpaguire the approval of 66 2/3%
of the holders of Class C Stock voting as a sepanass, as well as the approval of a majoritthhefdombined 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 Clas$o€kSand a majority of the holders of Class C Stac# Class D Stock, such provision
be amended only by the approval of 80% of the heldéClass C Stock and a majority of the holdérSlass C Stock and Class D Stock.

The holders of Class C Stock and the holders o§<ClaStock shall vote together as a combined oliasdl other matters to be voted on by
holders of common stock, with each share of ClaSsdCk having one vote and each share of Clas®Ek$iaving one vote.

THE PKS BOARD OF DIRECTORS. The PKS Certificatdraforporation contains provisions relating to thenter of, the nomination
procedures regarding, and the qualifications ofdinectors 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 ClassédCtdrs are elected separately by the
holders of Class C Stock, and the Class D direa@m@lected separately by the holders of ClastoEkSThe sitting PKS Board may fix, frc
time to time by its own resolution, the number wédtors required to serve on the PKS Board of @aes. The PKS Certificate of
Incorporation provides that at any time, the PK@&ut8lanust consist of at least 9, but not more tHgrditectors. 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 BKSterior to each annual meeting of PKS stockhalddse incumbent Class C directors
nominate a successor slate of Class C directogstrenincumbent Class D directors separately namiasuccessor slate of Class D direc!

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€ééhe Company or one of its majority-
owned subsidiaries which is engaged in the construor mining business; and (c) have been empldyetthe Company or such subsidiary
for a full eight years prior to being nominatedaaSlass C director. If such an "inside" directdefaeases 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 dirgluips 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 poritg of the members of the entire
PKS Board, except for certain matters which reqthiseapproval of two-thirds of the members of tieSHBoard of Directors.

DIVIDENDS. Holders of the several classes of PK8nwn 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 tlassCD Stock will be payable only out
of the Available Class D Dividend Amount; dividenais the Class B&C Stock will be payable only outhed amount legally available
therefor, less the Available Class D Dividend Amibun
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Subject to the limitations set forth above, the H&frd may at any time, in its sole discretion laecand pay dividends on the Class B Si
and the Class C Stock only, on the Class D Stobk onon the Class B Stock, the Class C StockthadClass D Stock in equal or unequal
amounts. However, any dividends per share deckanddpaid on the Class B Stock and the Class C $tosk be in equal amounts. See "--
Equalizing Stock Dividends," below.

LIQUIDATION. Upon the liquidation or dissolution dfie Company, whether voluntary or involuntary, €S Certificate of Incorporation
provides that any funds remaining for distributtorthe holders of common stock shall be distrib@aedlescribed 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 Accourtha@l be in an amount equal to the value of the Biied Group assets plus an amount
equal to 50% of the aggregate stockholders' equitether positive or negative) of PKS and any nparating subsidiaries of PKS.
Allocation to the B&C Liquidation Account shall e an amount equal to the value of the remainirsgtas The PKS Board shall then 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 ab®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 lidation Account remaining after any deductions desd in paragraph (a) above. To the
extent that the D Liquidation Account is not suffitt to satisfy the aggregate amount of the ClaBguidation preference payments, an
amount necessary to reach such liquidation pre¢eremy be deducted from any remaining balanceeii88C Liquidation Account.

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

Any determination by the PKS Board of Directorsae$et values for liquidation purposes shall bd &ind may be based on the books and
records of the Company. The PKS Certificate of fpooation does not require the PKS Board to okdgipraisals 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, purchadeClass D Stock are not required to executarsdase 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 childrencifidies for the benefit of such corporations, itles, and fiduciaries for charities
designated by any such persons). Under the PK$i€atet of Incorporation, an employee of a subsigiaf which the Company owns at least
a 20 percent equity interest (or any joint veniarehich the Company and/or such subsidiary owrieast a 20 percent equity interest), is
deemed to be an employee for purposes of Class¢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 dftlaé Class C Stock may be owned
by any one
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employee and certain transferees at any time. Wadett, Jr., Chairman of the Board and Chief ExgewOfficer of PKS, and his authorized
transferees may hold no more than 15% of the comb@lass B Stock and Class C Stock outstandingyetime.

REPURCHASE AGREEMENT. Each holder of Class C Stisalequired to execute a repurchase agreement yhishdes that a stockhold
may offer to sell all or part of the Class C Stowkned by such stockholder to the Company at ang &trthe 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 thegamy or a transfer to an authorized
transferee (I.E., a charity, etc.). Upon the detthmination or retirement of such employee, al<sIC Stock held by the employee and by
such employee's authorized transferees must beébaoldto the Company.

Under the repurchase agreement, an attempted pezhtbansfer, whether voluntary or involuntarydeemed to constitute an offer by the
employee-owner which triggers the Company's dutgpurchase. The attempted transferor or attentpedferee then receives cash
payment at the Class B&C Per Share Price and ime@¢o have tendered the stock, which is treatediaselled. An attempted prohibited
transfer during a suspension of repurchase dutiesdibe 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 determinaliprthe PKS Board of Directors that the amount lafs€ C Stock held by an
employee and/or the employee's authorized traresferexcessive 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 minodstock that the PKS Board of
Directors, in its discretion, believes is approf@ia

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 stoadrolill lose the voting power related to such Gl&sStock. Voting power will be restored
when the stockholder's holdings of Class D Stoekraduced below the 50 percent level or when thekkblder'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 tbesplidated balance sheet contained in the auditeglolidated 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 ShareeRsidetermined by increasing the Class D Formalé/by the portion of the fa
amount of any outstanding debentures convertilite@tass D Stock on the date of determination. fEselting amount is then divided by the
sum of (x) the total number of shares of Class @&xStssued and outstanding at the end of the figeal and (y) the total number of shares
reserved for the conversion of convertible debesstattributable to the Diversified Group outstagdinthe 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, angedagmable
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stock not reflected in stockholders' equity, camtdiin the audited consolidated financial statemehthe Company and its consolidated
subsidiaries) as of the end of the preceding figeat, LESS (b) the sum of

(i) the book value of the property, plant and eqmapt that are utilized or associated with the Camijsaordinary and regular course
construction activities, (ii) the book value of gomgferred stock and related dividends, and (ii§ €lass D Formula Value.

CLASS B&C PER SHARE PRICE. The Class B&C Per Stiriee is determined by increasing the Class B&Qrida Value by the portion
of the face amount of any outstanding debenturesartible into Class C Stock, determined as ofptier fiscal year end. The resulting
amount is then divided by the sum of (x) the nundfeshares of Class B Stock and Class C Stockdsand outstanding as of the prior fiscal
year end and (y) the number of shares of Claso€kSeserved for the conversion of outstanding delves into Class C Stock as of the p
fiscal year end. This quotient is rounded to tharest $.05 and then reduced by the amount of didisldeclared on each share of Class D
Stock 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 Companytat Class B&C Per Share Price by delivering thefamate(s) representing such stock to the
Company, along with a written notice offering swtbck to the Company. Such offer must be acceptedbCompany, and payment made
for such stock (without interest), within 60 dayathe receipt of such certificate(s) and suchitem notice by the Company. Similarly, prior
to the time the Class D Stock becomes Publicly ddatiolders of Class D Stock may, at any time oedore the fifteenth day of any
calendar month, offer to sell all or part of thélass D Stock to the Company at the Class D PereStrice 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 (withaateést), within 60 days after receipt of suchifieste(s) and such written notice by the
Company. (PKS repurchased 700 shares of ClassdB 8toJuly 12, 1995 and July 19, 1995, in the aggpes pursuant to such repurchase
obligation.)

The PKS Board of Directors may suspend the Compatuty to repurchase Class B&C Stock upon its deteation that the Class B&C
Formula Value to be determined at the end of tmeeotifiscal 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 tharnyeaefrom the date of the PKS Board's declaratfuspension. During the suspension
period, PKS shall not accept any offer to repurel@siss B&C Stock, if such offer is made voluntaby a stockholder. During such
suspension period, the Company must continue tarcbpse the Class B&C Stock from stockholders upomination 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 withouréste and (c) the repurchase price shall be thes@®&C Per Share Price determined as of
(i) the end of the prior fiscal year, in the ca$@ suspension period that ends before July 1eofifital 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 fiscal,ytba end of the fiscal year during which the
suspension period ends.

The PKS Certificate of Incorporation contains aikinprovision applicable to the Class D Stock, ethis 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 torodfase such shares upon such termination. TheB®&&l may suspend the repurchase
duties as to Class D Stock only, Class B&C Stodl,@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 suspripgriods.
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LIMITATION ON CASH REPURCHASE DUTIES -- CLASS D STCK. For various reasons, the PKS Board may detexithiat it is in the
best interest of the Company to limit the amountagh the Company expends in a given year to gitissfiuty to repurchase Class D Stock.
Accordingly, the PKS Certificate of Incorporatioantains provisions under which the obligation & @ompany to repurchase Class D Stock
for cash may be limited after the Company has infestal year purchased shares of Class D Stodeted to the Company in an amount
equal to ten percent of the number of shares afsdlaStock outstanding at the end of the prioafigear (the "Ten Percent Threshold").
During a given fiscal year, until the Ten Percehteghold is reached and subject to the suspensiwsimns described under "Suspension of
Repurchase Duties," the Company must repurchasbalés of Class D Stock tendered to the Compaditgr the Ten Percent Threshold is
reached, the PKS Board may declare that furthdr egsurchases will be limited. To enforce this tation, the following rules are embodied
in the Certificate of Incorporation. First, shaod<Class D Stock may be tendered to the Compansefaurchase only during the first 15 days
of each calendar month. Second, if the number afeshtendered exceeds the Ten Percent Threshotie@®KS Board declares before the
end of the month that further cash payments arénrtbe best interest of the Company, then the BK&d shall also declare that as to the
shares already tendered, a certain portion oftihees tendered by each stockholder shall be pwedhasth payment in cash, and the
remainder of such shares shall be purchased, bufpayment by promissory note. In setting the pridpo of shares to be purchased for cash,
the PKS Board may set the proportion so that timeutative shares sold during the fiscal year is etputhe Ten Percent Threshold or the F
Board may set some higher proportion. The promyssotes shall have a maturity date not later ttam®nths after the date of tender. The
PKS Board shall determine the interest rate andradrms of the notes (including the Company's gyeyent rights). The PKS Board may
establish different terms for notes applicableatel tender dates. Each stockholder who would wikerreceive a note in payment for the
purchase of certain shares may instead elect talveitv the tender of those shares. The stockholdgrmat withdraw the tender for those
shares which the Company will purchase for casthérremaining months of the fiscal year afterdate of the PKS Board's declaration
invoking the repurchase limitations, the Companly @antinue to purchase all shares tendered (sttjethe suspension provisions described
above), but payment for such shares will be inféinen of promissory notes, with such terms as th&®Board may set, from time to time. T
Company must make full payment within 60 days efdate of purchase at the applicable Class D PaneStrice, without interest (except for
interest accrued and payable under the terms opeomissory note issued to a stockholder). The Gomig repurchase duties with respect to
Class D Stock will terminate when and if the ClBsStock becomes Publicly Traded.

CONVERSION OF CLASS B&C STOCK INTO CLASS D STOCKnp stockholder may convert some or all of suchldtolder's shares of
Class B Stock and Class C Stock into shares os@aStock by providing to the Company a writteniece(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 actluding 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 MNotis 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€®siversion 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 trggliieg 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
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fiscal year ended immediately before the ConverBiate have been certified by the Company's indegr@npublic accountants. On the
Conversion Date, a converting holder shall ceasgeta holder of the converted Class B&C Stock, siradl instead become a holder of that
number of shares of Class D Stock as such holdatdawve received had such conversion been basadthp Conversion Ratio in effect as
of the Ratio Date in the prior year. On the Ratate) such number of shares of Class D Stock shabpusted automatically to the number of
shares determined on the basis of the Conversitin Rathe Conversion Date. The Company may, bobtsequired to, make additional
payments to converting holders to reflect dividetiidg would have been paid on any additional shafr€dass D Stock that the Company
expects to issue to such holder when the ConveRsdtio is finally determined. When such ratio isafly determined, the Company will pay
to such holder (or the holder will be requiredeéonburse to the Company) any amounts necessahasthe total payments to the holder
(after taking into account any payments to the &l described in the preceding sentence) réflec@mount of dividends such holder wa
have received if the final Conversion Ratio hadnblegown at the Conversion Date.

As an alternative to the conversion described apineeCompany may elect to repurchase any shar@kge$ B&C Stock tendered for such
conversion at the Class B&C Per Share Price aCtresersion 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 employééhe 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 thaigis elected to repurchase the shares. Partial payaresuch 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 Stcthe 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 rofec "Conversion Notice"), together with
the certificate(s) representing the shares of aSsock tendered for conversion. The Company aatiept Conversion Notices only within
20 days after an offer of Class C Stock is madeariheceipt of such a Conversion Notice, the Comsma)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 itsatisn to be appropriate in order that the nundféssued 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, r@itbuch 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 twoekivote of the directors then in office,
exchange all of the outstanding shares of Class B&k for all of the outstanding shares of commimtk of the
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Construction & Mining Group Subsidiary, on a prtarhasis, each of which shares shall, upon sudang®, be fully paid and nassessabls
The PKS Board may not require such an exchangesitie Construction & Mining Group Subsidiary hdeed a certificate of
incorporation containing provisions substantialipitar to the PKS Certificate of Incorporation, litminating provisions applicable 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 outstanding shares of Class D Stock foofalhe outstanding shares of common stock of theRified Group Subsidiary, on a pro rata
basis, each of which shares shall, upon such issude fully paid and non-assessable.

In a second form of exchange, unless and untiClass D Stock has become Publicly Traded, the P&&dmay, by a two-thirds vote,
require at any time an exchange of the outstarstiages 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 d#tthe 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.

POTENTIAL CONFLICTS; FIDUCIARY DUTIES OF THE PKS B&RD. Under Delaware law, the management of thertass of the
Company and, indirectly, the business of its subsg#k, is under the direction of the PKS Boardoctors. Accordingly, the PKS Board t
the right to allocate and transfer assets andliliaisibetween the Groups, to establish fees dodatke expenses in connection with inter-
company transactions between the Groups and watictmpany itself and to establish and declare divdd paid to the Company by its dil
subsidiaries. Such actions could affect the fueammings of the respective Groups, as well asrtwuats available for the payment of
dividends on and the repurchase price and liquidatalue of the respective classes of stock. Adonghd, such actions may constitute
conflicts between the interests of the holderslab€B Stock and Class C Stock and the holderdasis@® Stock. Depending on the
magnitude of such actions, and whether or not anypensation for such actions is provided for byRK& Board, such actions could result
in a substantial reduction in the stockholdersitgattributable to the Group adversely affectedsbgh actions and a corresponding reduction
in 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 dagecand 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 conversiorstark from one class to another (and in the caisedExchange Offer, to reflect the
exchange of Class B Stock and Class C Stock fasIaStock) so as to preclude the dilution of shobtl#fers' 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 substilogses 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 determineligimt of the circumstances prevailing at the tirBee "Risk Factors -- Risk Factors
Relating
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to the Exchange Offer, the Spin-off and PKS Seiasrit- Transfers from Construction & Mining Groufigt a discussion of a possible
interest-bearing deferral of receipt of funds owethe Diversified Group by the Construction & MigiGroup in connection with the
Exchange Offer.

PKS CONVERTIBLE DEBENTURES

In the past, the Company has offered a new sefiesrvertible debentures for sale each year taaegmployees who the PKS Board and
management determine have contributed significantthe growth and performance of the Company. Eacies of debentures is issued in
fully registered form under an Indenture dated Jyl$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 aggregatecipal amount of debentures which may be
issued and provides that debentures may be issoldtime to time in one or more series. The Compamyently has outstanding convertible
debentures of the 1990 through 1994 series indgeegate principal amount of $7,720,000. A 199%esesf 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 Novenihe 995. The 1990 and 1991 Series Debenturesoareertible into both Class C Stock
and Class D Stock. The 1993 Series Class D Delenaue convertible solely into Class D Stock. TB@2land 1994 Series Debentures and
the 1993 Series Class C Debentures are convestiliddy into Class C Stock. Because the 1992 and S@%ies Debentures and the 1993
Series Class C Debentures are not convertibleGfass D Stock, they are not being included in tkehange Offer.

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 the$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 oneévaver 1 of each year thereafter,
and on the maturity date, which is ten years dfterdate of issuance. If the debentures are cad/érto 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 denoeations of $1,000 or any integral multiple therdifirchasers are required to pay a
premium of $25 for each $1,000 in principal amoafrdebentures 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$sarvoid 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 conversitis will be adjusted to reflect stock spliteyek 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 capiedrito pairs of shares of Class C Stock and £Iastock at a conversion price of
$40.45 per pair, the formula price of common staslof November 1, 1990, the date of issuance cf99€ Series Class C and D Debentt
Each pair consists of one share of Class C Stodloaa share of Class D Stock. The 1991 Series Classl D Debentures is also convert
into pairs of shares of Class C Stock and ClassdokSThe 1992 and 1994 Series debentures are ddnieenly into shares of Class C
Stock. In 1993, there were separate

79



series of debentures issued, one convertible hdces of Class C Stock and one convertible intoeshaf Class D Stock. The Exchange Offer
applies only to the 1990 Series Class C and D Diebes) the 1991 Series Class C and D Debenturethari®93 Series Class D Debentures.

OWNERSHIP AND TRANSFER RESTRICTIONS. Sales of tledentures 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 debentureholddrs.r&purchase agreement also provides that thentlebse must be sold back to the
Company upon the death or retirement of the purthafsthe debenture or the termination of the dalreholder's employment with the
Company. In any of the above-described circumstribe Company will buy back the debentures atce @gual to the principal amount
thereof, together with accrued interest from ths ilaterest payment date to the date of such paechathe stated rate. No payment is mac
the Company with respect to the original bond premiln the event the Company is offered some, btual, of a debentureholder's
debentures, the Company may purchase all of sudet®debentures.

REDEMPTION. Upon not less than ten days' writtetiag the Company may, at its option, redeem ait (ot less than all) of the debentt
of any given series at the principal amount theregfether with accrued interest from the lastregepayment date to the date fixed for
redemption at the stated rate. No payment is madbeébCompany with respect to the original bonchpuen. The Company may not redeem
debentures of any series during the one-month ¢sioreperiod 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 agairety debentureholder without such holder's consent.

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

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

Upon the happening and during the continuancedsffault with respect to a particular series of debees, 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 defaautd rescind such declaration. Subject to the pi@wssof 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 hawwadfto the trustee reasonable security or
indemnity. A majority of the holders of outstandidgbentures of such series will have the rightitectl the time, method and place of
conducting any proceeding for exercising any renadjlable to the trustee with respect to the delyen of such series.

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 instruméatsbtain payment of claims in specified
cases, or to realize on certain property receimgdspect of any such claim as security or othewis

80



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 S8€2R0,000,000. Holders of MFS Common Stock at#éled 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. Upoditiuédation, dissolution or winding up
MFS, the holders of MFS Common Stock are entitbeteteive ratably the net assets of MFS availafée 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 privilgfgeslders of MFS Common Stock are subject to, magl 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 y MFS Board of Directors.

MFS PREFERRED STOCK

Pursuant to the terms of the Certificate of Dediignawith 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 Preferreacktin 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 ars¢p 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 ofisce at a conversion price of $43.125.
Accordingly, a holder of MFS Preferred Stock wonkkd to surrender 43.125 shares of MFS Preferiaak $t order to receive one share of
MFS Common Stock. Each share of MFS Preferred Stoctinvertible into 0.0231884 shares of MFS Comi&tatk, which is determined
by dividing $1.00 for each share of MFS Preferrémtks (the face value of each share of MFS Prefestedk) by $43.125 (the conversion
price). Dividends on the MFS Preferred Stock wiktiaie at the rate of 7 3/4% per annum and willdgaple in cash. Dividends will be paid
only when, as and if declared by the MFS Board ioé®ors. As a result of certain restrictions on3/H-ability to pay cash dividends that are
contained in MFS's existing debt agreements,dtirsently anticipated that, in the near future,dhedends on the MFS Preferred Stock will
not be declared, but will continue to accrue. Uponversion, holders will be entitled to receiveaamount, payable at MFS's election in cash
or shares of MFS Common Stock, equal to all acchugdinpaid dividends in respect of the sharessdared for conversion. If MFS elects
to pay all unpaid dividends in respect of the shafeMFS Preferred Stock tendered for conversioshiares of MFS Common Stock, the
number of shares of MFS Common Stock to be issueespect of these unpaid dividends will be deteeatiby a formula where the total
amount of unpaid dividends to be paid on each shiaké~S Preferred Stock is divided by the "Fair ktrValue" of a share of MFS
Common Stock. "Fair Market Value" is defined, imgeal, as (i) if the MFS Common Stock is listedamy national securities exchange or
Nasdaq National Market, the average of the lasissalice of the MFS Common Stock for each dayénd trading day period prior to t

date of conversion, (ii) if the MFS Common Stock@ so listed, on the basis of the average ofrtban between the closing bid

81



and asked prices for the MFS Common Stock for eéaghin the 30 trading day period prior to the dzteonversion and (iii) if the MFS
Common Stock is not so listed and if there areuah losing bid and asked prices, on the basiseofdir market value per share as
determined by the MFS Board. The shares of MFSefed Stock will be redeemable at the option of MESny time after the sixth
anniversary of the date of issuance at a redemptice of $1.00 per share, plus accrued and urgisidends. The redemption price will be
payable, at MFS's election, in cash or shares o6 @Bmmon Stock.

The MFS Preferred Stock cannot be sold or traredidoy the recipient thereof in the Spin-off withtl consent of MFS until six years after
issuance, except (i) upon the death of the holwlsuth person's executors, administrators, testamyetnustees, heirs, legatees or
beneficiaries, but not any subsequent sale orfeaby such, except in accordance with the ternth®fCertificate of Designation, (ii) to a
holder's family members or a trust created by thiddr solely for the benefit of the holder's spouéldren or other family members, but not
any subsequent sale or transfer by such, excemiciordance with the terms of the Certificate ofifation; provided, such family membel
trust acknowledges in writing prior to such saléransfer the existence and enforceability of thevibcable 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 gegiin lending activities in the ordinary coursetsfousiness; provided, however, that such
lender may be required to convert such MFS PraleBteck into MFS Common Stock in the event of @détosure 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 MiySVillkie Farr & Gallagher, New
York, New York.

EXPERTS

The consolidated financial statements of Peter Ki®ans', Inc., the financial statements of the €Iarction & 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 Rasp by reference to the Annual Report on Forrk th-Peter Kiewit Sons', Inc., for the
year ended December 31, 1994, have been so inetegan 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 Conioations 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 AnRaport on Form 1-K of MFS
Communications Company, Inc. for the year endedebder 31, 1994, have been so incorporated in melian the report of Coopers &
Lybrand, L.L.P., independent accountants, givethenauthority of that firm as experts in accountamgl auditing.

The consolidated financial statements of Centerrmahagement, Inc. as of December 31, 1993 andd#d®or the years ended December
31, 1993, 1992 and 1991, incorporated in this Rross by reference have been so incorporatediancel 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 ExchaiegBabentures are exchanged in the Exchange Gffdescribed herein for 1,249,793
2,082,988 shares of Class D Stock respectivelylzaidan additional 69,010 shares of Class D Samck59,929 shares of Class C Stock are
issued in exchange for all outstanding Exchangeableentures. Scenario 1 reflects PKS's estimatieeofiumber of shares of Exchangeable
Stock likely to be tendered in the Exchange Offaised upon the tender indications that PKS hasvext&om members of the PKS Board of
Directors and members of the KCG Board of Diregtarsl PKS's estimates of the likely number of aolditl tenders. Scenario 2 is set forth
solely to illustrate the impact of the tender dbstantially more shares than anticipated by PKSS E&es not believe that a tender of
5,000,000 shares is likely.

The pro forma condensed statements of earningbdasix months ended June 30, 1995 and for thegrebed December 31, 1994, of PKS,
Kiewit Construction & Mining Group and Kiewit Divsified Group assume that the Transactions wereucomated on January 1, 1995 and
December 26, 1993, respectively. The condenseadmlsheets of PKS and the respective Groups amef3D, 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 agtlly would have resulted had the Transactions leffected 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 thesithereto, contained in PKS' Annual Report omTb0-K for the year ended December 31,
1994 and selected exhibits thereto and QuarterhoR@®n Form 10-Q for the quarter ended June 395 Ehd 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@ning pro forma consolidated condensed statenfazaraings of Peter Kiewit Sons', Inc.
and Subsidiaries for the year ended December 4. TIthe pro forma consolidated condensed stateafes@rnings is derived from the
historical financial statements of Peter Kiewit Soinc. and Subsidiaries, which were audited hyneorporated by reference herein. Such
pro forma adjustments are based upon managemssitisptions described in the accompanying notesefamination was made in
accordance with standards established by the Aaretitstitute of Certified Public Accountants anc@dingly, included such procedures as
we considered necessary in the circumstances.

In addition, we have reviewed the related pro foadpstments and the application of those adjustsrterthe historical amounts in the
accompanying pro forma consolidated condensed talsimeet of Peter Kiewit Sons', Inc. and Subsigiaas of June 30, 1995 and the pro
forma consolidated condensed statement of earfdndgke six months then ended. The pro forma cadatdd condensed financial statements
are derived from the historical financial statersesftPeter Kiewit Sons', Inc. and Subsidiaries,clvhirere reviewed by us, incorporated
herein by reference. Such pro forma adjustmentbased upon management's assumptions describleel dit¢companying notes. Our review
was made in accordance with standards establishdtebAmerican Institute of Certified Public Accdants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewyéhe pro forma consolidated condensed finastééments are not necessarily indicative
of the results of operations or related effectdimancial position that would have been attained thee above-mentioned transactions actually
occurred earlier.

In our opinion, management's assumptions 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 earnings doyehr ended December 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 constdid@ondensed balance sheet as of June
30, 1995, and the pro forma consolidated condestsgement of earnings for the six months then enBlasied on our review, however,
nothing came to our attention that caused us tewethat management's assumptions do not providasmnable basis for presenting the
significant effects directly attributable to theoab-mentioned transactions described in the accoyipg notes, that the related pro forma
adjustments do not give appropriate effect to ttessmimptions, or that the pro forma column doeseftect the proper application of those
adjustments to the historical financial statemenbants in the pro forma consolidated condensecdbalaheet as of June 30, 1995, and the
pro forma consolidated condensed statement ofreggrior the six months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
August 17, 1995
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF EARN INGS
YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995

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

(UNAUDITED)
YE AR ENDED DECEMBER 31, 1994 ENDED JUNE 30, 1995
OTHER OTHER
ADJUSTMENTS AD JUSTMENTS
HISTORIC AL (NOTE2) PKSPROFORMA HISTORICAL ( NOTE 2) PKS PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)
704 $-- $ 2704 $ 1260 $ - $ 1,260
308 -- (2,308) (1,079) - (1,079)
396 -- 396 181 - 181
( 230) -- (230) (108) - (108)
Operating INCOMe.........c.ceevvrnene. 166 -- 166 73 - 73
Other Income (Expense):
Gain on Subsidiary's Stock
Transactions, Net...........c.ceu... 54 (54)(a) -- 3 3)(@) -
Investment Income, net................. 43 -- 43 30 - - 30
Interest Expense, Net.................. (38) -- (b) (38) (24) - - (b) (24)
Other, net 15 -- 15 171 - - 171
74 (54) 20 180 3) 177
Equity in Loss of MFS ( 102) 102(c) - (85) 85(c)
Earnings before Income Taxes and Minority
Interest in Net Losses (Income) of
Subsidiaries.........c.cccveieninene 138 48 186 168 (82) 250
Provision for Income Taxes............... (29) 19(d) (10) (89) 1(d) (88)
Minority Interest in Net Losses (Income)
of Subsidiaries 1 1 (8) 8)

Net Earnings........cccceeuee

Earnings Attributable to

Class B & C Stock 77 $ 7% % 34 $ 33
Class D StockK.........c.cc...... 33 $ 102 $ 37 $ 121
Earnings Per Common and Common Equivalent
Share:
Class B&C..coovvvevreveriicins $ 4 .92 $ 588 $ 244 $ 297
Class D...oovevveveerieieieeiiinns $ 1 .63 $ 473 $ 175 $ 5.39
Weighted Average Shares Outstanding:
Class B & C..coovvvevreceiicne 15,697, 724 12,757,653(e) 13,954,135 11,014,064(e)
Class D...ooveeveveerieiiieieiiinn 20,438, 806 21,636,604(e) 21,261,632 22,580,435(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 EARN INGS
YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995

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

(UNAUDITED)
YE AR ENDED DECEMBER 31, 1994 ENDED JUNE 30, 1995
OTHER OTHER
ADJUSTMENTS AD JUSTMENTS
HISTORIC NOTE2) PKS PRO FORMA

AL (NOTE2) PKSPROFORMA HISTORICAL (

(DOLLARS IN MILLIONS, EXCEPT PER SHARE A

MOUNTS)
704 $-- $ 2704 $ 1260 $ -- $ 1,260
308 -- (2,308) (1,079) - (1,079)
396 -- 396 181 - 181
( 230) -- (230) (108) - (108)
Operating INCOMe.........c.ceevvrnene. 166 -- 166 73 - 73
Other Income (Expenses):
Gain on Subsidiary's Stock
Transactions, Net...........c.ceu... 54 (54)(a) -- 3 3)(@) -
Investment Income, net................. 43 -- 43 30 - - 30
Interest Expense, Net.................. (38) -- (b) (38) (24) - - (b) (24)
Other, net 15 -- 15 171 - - 171
74 (54) 20 180 3) 177
Equity in Loss of MFS ( 102) 102(c) - (85) 85(c)
Earnings before Income Taxes and Minority
Interest in Net Losses (Income) of
Subsidiaries.........c.cccveieninene 138 48 186 168 82 250
Provision for Income Taxes............... (29) 19(d) (10) (89) 1(d) (88)
Minority Interest in Net Losses (Income)
of Subsidiaries 1 1 (8) 8)

Net Earnings........cccceeuee

Earnings Attributable to:

Class B & C StocK........cccevveenees $ 77 $ 74 3% 34 $ 32
ClassS D....eeeveeeeeiieeiiecnieee 33 $ 103 $ 37 $ 122
Earnings Per Common and Common Equivalent
Share:
Class B&C..coovvvevreveriicins $ 4 .92 $ 684 $ 244 $ 354
Class D...oovevveveerieieieeiiinns $ 1 .63 $ 463 $ 175 $ 523
Weighted Average Shares Outstanding:
Class B & C..coovvvevreceiicne 15,697, 724 10,757,653(e) 13,954,135 9,014,064(e)
Class D...ooveeveveerieiiieieiiinn 20,438, 806 22,389,129(e) 21,261,632 23,413,630(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 BALANCE SHEET
(UNAUDITED)

JUNE 30, 1995

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

ASSETS
ADJUSTM
HISTORICAL (NOTE
CURRENT ASSETS:

Cash and cash equivalents........cccocceceeeeee. e $ 434 $--
Marketable securities........cccccvvvveeennceee e 528 -
Receivables, Net......ccccoovcvviiviciiccee 311 --
Costs and earnings in excess of billings on uncom pleted contracts............. 130 --
Investment in construction joint ventures........ 62 -
Deferred income taxes........cccceeveuvveeenne 65 -
Other......oooiiiieeee e 55 -

Total Current Assets.........cccoeeuvveeennne 1,585 -
Property, Plant and Equipment, net 630 -
INVEStMENtS........ooeiviiiiieiiieceeeen 450 --
Intangible Assets, net. 401 --

Net Assets of MFS........ 447 (44
Other ASSetS......cocuveveiiiiiieeee e 72 -

LIABILITIE S AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
ACCOUNES PAYADIC....veiiicccecieeeeee e $ 211 $--
Current portion of long-term debt:

TelecommuNICAtoNS. .....ccovvvieeeiicieeee e 9 -

[ 1 = 5 (
Accrued costs and billings in excess of revenue o n uncompleted contracts...... 133 -
Accrued INSUranCe COSES....covvvviiieeanicics e 74 -
Other e e 151 1

Total Current Liabilities.........cceeeeeee. 583 1
Long-term Debt, less current portion:

Telecommunications...........ccccceevvveeenne 290 --
[©]1 =] S . 89 (
Deferred Income Taxes.......ccccvcvveeeeviunnenn. 314 9
Retirement Benefits................ 48 -
Accrued Reclamation COStS.............cccveeennes 103 --
Other Liabilities.................... . 123 --
Minority Interest.........ccccoeeiiiiiieeenne 193 -

Stockholders' Equity:
Preferred stock .- --
Common StOCK........occuvvveiiiiiiieeeiieeen

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

Pro forma == O..covcciieiiiiiiiiceees s - --

Class C shares outstanding: historical -- 13,94 4,365,

proforma -- 11,888,694 .......ccccccvvvees s 1 --
Class D shares outstanding: historical -- 21,28 8,468,
pro forma -- 22,607,271.........ccccouveeenne 1 -
Additional paid-in capital....................... 207
Foreign currency adjustment...................... 4) -
Net unrealized holding gains (losses)............ 8 -
Retained earnings...........ccccoevvveeenninen. 1,629 (44
1
9
Total Stockholders' EQUItY......cccccceeeeee 1,842 (36

The accompanying notes are an integral part ofgtiforma financial statemer

ENTS PKS
3) PRO FORMA

1)(b) 4

2(c) 163

2)(b) 87
3)(d) 221
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET

(UNAUDITED)

JUNE 30, 1995

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

D STOCK)
ASSETS
ADJUSTM
HISTORICAL (NOTE
(DOLLARS IN M
Current Assets
Cash and cash equivalents...............c........ $ 434 $--
Marketable securities 528 --
Receivables, net.........cccoccvveeviiineeenne 311 --
Cost and earnings in excess of bilingsanduncom ~ pleted contracts............. 130 -
Investment in construction joint ventures........ 62 -
Deferred income taxes.........cccccevevvvveeenne 65 --
Other.....ooivieeeee 55 --
Total Current ASSets........ccccoecuvveeeeninennn. 1,585 -
Property, Plant and Equipment, net................. 630 --
INVEStMENtS........oveiviiiiiiiece e 450 --
Intangible Assets, net.... 401 --
Net Assets of MFS.......ccoceiiiiieieiiiieen. 447 (44
Other ASSetS.......ocuueveiiiiiieiee e 72 -
$3,585 $ (49
LIABILITIE S AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
ACCOUNES PAYADIC....veiiicccecieeeeee e $ 211 $--
Current portion of long-term debt:

TelecommuNICAtoNS. .....ccovvvieeeiicieeee e 9 -

[ 1 = 5 (
Accrued costs and billings in excess of revenue o n uncompleted contracts...... 133 -
Accrued INSUranCe COSES....covvvviiieeanicics e 74 -
Other e e 151 1

Total Current LiabilitieS......ccoocveeenvceeeees e 583 1
Long-term Debt, less current portion:

Telecommunications............cccceeevvveeeennne 290 --
[©]1 1= S . 89 (
Deferred Income Taxes.......ccccvcvveeeeviunnenn. 314 9

Retirement Benefits................ 48 -
Accrued Reclamation COStS.............cccveeennes 103 --
Other Liabilities.................... . 123 --
Minority Interest.........ccccoeeiiiiiieeenne 193 -
Stockholders' Equity:
Preferred StoCK......cocvvveeiviiiceceee - --
Common Stock

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

Pro forma == O..covcciieiiiiiiiiceees s - --

Class C shares outstanding: historical -- 13,94 4,365,

proforma -- 9,888,694.......cccccvccccees s 1 --

Class D shares outstanding: historical -- 21,28 8,468,

pro forma -- 23,440,466........ccccccceeeeeee s 1 -
Additional paid-in capital...........ccoeeeceeeee e 207
Foreign currency adjustment...................... 4) -
Net unrealized holding gains (losses)............ 8 -
Retained earnings...........ccccoevvveeenninen. 1,629 (44
1
9
Total Stockholders' EQUItY......ccccovvcieeeeneeee e 1,842 (36
$3,585 $ (44

The accompanying notes are an integral part ofgtiforma financial statemer

ENTS  PKS
3) PRO FORMA
ILLIONS)
$ 434
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311
130
62
65
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3(d) 1,263
3) 1,479
7)  $3,138



F-7



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.

The PKS Board of Directors preliminarily approvegdlan to make a tafcee distribution of its entire ownership interasMFS to the Class
Stockholders at a special meeting on June 9, IB®Soperating results of MFS have been classiféed single line item on the consolidated
statements of earnings. PKS' proportionate shattecofiet assets of MFS at June 30, 1995 of $44ibmhave been reported separately or
consolidated balance sheet.

Completion of the Transactions has been assumied &s of June 30, 1995 in the pro forma consoliled@densed balance sheet and as of
December 26, 1993 and January 1, 1995, in thegomod consolidated condensed statements of earfinyse year ended December 31,
1994 and the six months ended June 30, 1995, rtbsggc

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 EARNINGS PRO FORMA ADJUSTMENTS Adsscribed in Note 1, the historical consolidatedeshents of earnings
for PKS have been adjusted to remove the earntaggnsent accounts of MFS and to give effect tcapeidther elements of the Transactions.
The other adjustments made in preparation of th& PK Forma Statements of Earnings are descrided/be

(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 remove the earnings stateammount of MFS.
(d) Adjustment made to reflect the tax effect & #bove adjustments.

(e) Scenario 1 assumes 3,000,000 shares of Exchialegetock are exchanged for Class D Stock andaBiced assumes that 5,000,000 sh
of Exchangeable Stock are exchanged for Class EkStiothe prior year-end conversion ratio, adjustedlividends declared during the
periods. The pro forma weighted average sharesradfale an additional 59,929 Class C shares ar@ll6Class D shares attributable to the
exchange of the Exchangeable Debentures.

F-8



PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

3. BALANCE SHEET PRO FORMA ADJUSTMENTS As describiedNote 1, the historical consolidated balancessbé&PKS has been
adjusted to remove the balance sheet account of &ESo give effect to certain other elements effthansactions. The other adjustments
made in preparation of the PKS Pro Forma Cons@ii&ondensed Balance Sheet are described below:

(&) Adjustment to remove PKS' investment in MFS.
(b) Adjustment made to reflect the exchange offkehangeable Debentures for Class C and Class é&k.Sto

(c) Adjustment made to record the accrual of cerggtimated corporate United States Federal indares attributable to the corporate built-
in gain on the stock of MFS being distributed taa@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.

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@mying pro forma condensed statement of earning$enfit Construction & Mining

Group, a business group of Peter Kiewit Sons', foc.the year ended December 31, 1994. The prodarondensed statement of earnings is
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 @tanoes.

In addition, we have reviewed the related pro foadpistments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma condensed balance shedeuwfitConstruction & Mining Group as of June 3095%nd the pro forma condensed
statement of earnings for the six months then entleel pro forma condensed financial statementslarnged 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 earnings for the year ebdedmber 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 appbtoeof such adjustments to the pro forma condebsdahce sheet as of June 30, 1995, and
the pro forma condensed statement of earningsiéosikx months then ended. Based on our review, Wemvaothing came to our attention t
caused us to believe that management's assumpliomst provide a reasonable basis for presenti@gitmificant effects directly attributable
to the above-mentioned transactions describedeimtiscompanying notes, that the related pro formestdents do not give appropriate effect
to those assumptions, or that the pro forma coldoes not reflect the proper application of thogestthents to the historical financial
statement amounts in the pro forma condensed @akreet as of June 30, 1995, and the pro formaeosed statement of earnings for the
months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
August 17, 1995
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED STATEMENTS OF EARNINGS

YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995

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

D STOCK)
(UNAU
YEAR E NDED DECEMBER 31, 1994 SIX MONTHS ENDE
A DJUSTMENTS ADJUST
HISTORICAL (NOTE 2) PRO FORMA HISTORICAL (NOTE
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS
REVENUE......ccoveeveecriieeeeenn $ 2,175 $-- $ 2,175 $ 988 $--
Cost of Revenue..................... (1,995) - (1,995) (925)
180 - 180 63
General and Administrative
EXPENnSes.......ccccevuvvveriinnns (121) - (121) (61)
Operating Earnings.................. 59 - 59 2
Other Income (Expense):
Investment Income, net............ 13 3)(a) 10 6
Interest Expense.................. ) --(b) )(2 1)
Other, net........ccccoevvvvveee 46 - 46 46
57 ?) 54 51
Earnings before Income Taxes........ 116 ) 113 53

(Provision) Benefit for Income
(39) 1(c) (38) (19)

$ 77 $ Q2 3 75 % 34 $

$ 4.92 $ 588 $ 244

Weighted Average Shares
Outstanding..............co.c...... 15,697,724 12,757,653(d) 13,954,135

The accompanying notes are an integral part oktpes forma financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED STATEMENTS OF EARNINGS
YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995

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

(UNAUDITED)
YEAR ENDED DECEMBER 31, 1994 SIX MONTH S ENDED JUNE 30, 1995
ADJUSTMENTS ADJUSTMENTS
HISTORI CAL (NOTE 2) PRO FORMA HISTORICAL (NOTE 2) PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)
Revenue.........ccccovcveiiiiiieecene $ 2 175  $-- $ 2,175 $ 988 $-- $ 988
Cost of Revenue..........c.ccccovenenne. 1, 995) -- (1,995) (925) - (925)
180 -- 180 63 - 63
General and Administrative Expenses....... ( 121) - (121) (61) - (61)
Operating Earnings..............ccocoe... 59 - 59 2 - 2
Other Income (Expense):
Investment Income, net.................. 13 (5)(a) 8 6 3)(a) 3
Interest Expense ) --(b) )(2 1) --(b) 1)
Other, net........ccovviiiiiiiiinins 46 - 46 46 - 46
57 (5) 52 51 3) 48
Earnings before Income Taxes.............. 116 (5) 111 53 ?3) 50
(Provision) Benefit for Income Taxes...... (39) 2(c) (37) (19) 1(c) (18)
Net Earnings........cccovveveereenennns $ 77 $@3) $ 74 $ 34 $ 2 $ 32
Net Earnings Per Common and Common
Equivalent Share..........c..c.coeun.e. $ 4 .92 $ 684 $ 244 $ 354
Weighted Average Shares Outstanding....... 15,697, 724 10,757,653(d) 13,954,135 9,014,064(d)

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)

JUNE 30, 1995

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

D STOCK)

Current Assets:
Cash and cash equivalents...............c........
Marketable securities..............cccceeernnnes
Receivables, net..........cccccoveeviiineeenne
Costs and earnings in excess of billings on uncom
Investment in construction joint ventures........
Deferred income taxes........cccceevevvveeenne

Property, Plant and Equipment, net.................
Other ASSets..........cocvevciieiiiiniieee,

LIABILITIES A
Current Liabilities:
Accounts payable...........ccccceriiiiennns
Current portion of long-term debt................
Accrued construction costs and billings in excess
uncompleted contracts..........ccceeevvveeene
Accrued insurance costs.

Total Current Liabilities......................
Long-term Debt, less current portion...............
Deferred Income Taxes........ccccocvvveerinnnnnn.
Other Liabilities...........cccoveeiniiieeinnns
Stockholders Equity:

COomMmMON EQUILY......evveeeeeiiieee e

Foreign currency adjustment......................
Unrealized holding gain (10SS)...................

Total Stockholders' Equity.....................

ADJUSTMENTS
HISTORICAL (NOTE 3) PRO FORMA
(DOLLARS IN MILLIO NS)
ASSETS
$(75)(a) $9
- 100
-- 244
130 - 130
- 62
- 54
- 21
(75) 620
- 161
- 111
$967 $(75) $892
ND STOCKHOLDERS' EQUITY
........................ $169 -$- $169
........................ 2 - 2
of revenue on
119 - 119
74 - 74
41 - 41
405 - 405
7 (1)(b) 6
5 - 5
........................ a7 - 47
........................ 508 (75)(a)
1(b) 434
........................ (5) - (5)
........................ 503 (74) 429
$967 $(75) $892

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

JUNE 30, 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 (42)(a) 58
Receivables, net........c.coccveiiiiiiennne - 244
Costs and earnings in excess of billings on uncom 130 - 130
Investment in construction joint ventures........ -- 62
Deferred Income Taxes........ccccceevvvvereenne - 54
Other.......ooiiiiiiiei s - 21
Total Current ASSets.......ccccvveveveereeennn. 695 (126) 569
Property, Plant and Equipment, net................. 161 -- 161
Other ASSetS.......ccuveveeiiiiiieee e 111 - 111
$967 $(126) $841
LIABILITIES A ND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable........ccccccevvciiniieneeees e $169 $-- $169
Current portion of long-term debt................. L 2 - 2
Accrued construction costs and billings in excess of revenue on
uncompleted CONtractS.......ccoceveevccces e 119 - 119
Accrued INSUranCe COSES.....coovvueeennicis e 74 - 74
Other . e 41 - 41
Total Current Liabilities.........ccccceeeeeees e 405 - 405
Long-term Debt, less current portion............... . L. 7 (1)(b) 6
Deferred Income Taxes........ccccocvvveerinnnnen. 5 - 5
Other Liabilities...........cccooeeirinieeinnnns 47 - 47
Stockholders' Equity:
COMMON EQUILY...cvviieeiiiieeeeiieeeeeeeeee e 508 (126)(a)
1(b) 383
Foreign currency adjustment...................... (5) -- (5)
Unrealized holding gain (loss) -- -- --
Total Stockholders' EQUItY......ccccccevveeeees e 503 (125) 378
$967 $(126) $841

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 assumied &s of June 30, 1995 in the pro forma condenakahde sheet and as of December 26,
1993 and January 1, 1995, in the pro forma condkestsgéements of earnings for the year ended DeaeBihd 994 and the six months ended
June 30, 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 PRBhstruction & 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 stéd&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 EARNINGS PRO FORMA ADJUSTMENTS Asscribed in Note 1, the historical statementsaofiags 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 Earnings 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 2ISte 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 &tdtle prior year end conversion ratio, adjustedifeidends declared during the periods.
The pro forma weighted average shares also in@andedditional 59,929 Class C shares attributablba@xchange of the Exchangeable
Debentures.
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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 pace conversion ratios, adjusted for
dividends declared during the periods.

(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@mying pro forma condensed statement of earning@enfit Diversified Group, a business
group of Peter Kiewit Sons', Inc., for the yeareshiDecember 31, 1994. The pro forma condensedrstateof earnings is derived from the
historical financial statements of Kiewit Diversifi Group, which were audited by us, incorporatedihéy reference. 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 foadpstments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma condensed balance shedatuwiitDiversified Group as of June 30, 1995 andgheforma condensed statement of
earnings for the six months then ended. The pmadiocrondensed financial statements are derived therhistorical financial statements of
Kiewit Diversified Group, which were reviewed by, iscorporated herein by reference. Such pro foadjastments 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. Hewéhe pro forma condensed financial statemeetsiar necessarily indicative of the results
of operations or related effects on financial gosithat would have been attained had the aboveiomsd transactions actually occurred
earlier.

In our opinion, management's assumptions provigmsonable basis for presenting the significamcestdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma column reflects the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
condensed statement of earnings for the year ebdedmber 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 appbtoeof such adjustments to the pro forma condebséahce sheet as of June 30, 1995, and
the pro forma condensed statement of earningsiéosikx months then ended. Based on our review, Wemvaothing came to our attention t
caused us to believe that management's assumpliomst provide a reasonable basis for presenti@gitmificant effects directly attributable
to the above-mentioned transactions describedeimtiscompanying notes, that the related pro formestdents do not give appropriate effect
to those assumptions, or that the pro forma coldoes not reflect the proper application of thogestthents to the historical financial
statement amounts in the pro forma condensed @akreet as of June 30, 1995, and the pro formaeosed statement of earnings for the
months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
August 17, 1995

F-17



KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED STATEMENTS OF EARNINGS
YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995

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

(UNAUDITED)
YEAR ENDED DECEMBER 31, 1994 SIX MONTH S ENDED JUNE 30, 1995
OTHER AD- OTHER AD-
JUSTMENTS JUSTMENTS
HISTORI CAL (NOTE 2) PRO FORMA HISTORICAL (NOTE 2) PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)
Revenue..........coceevviiicinicnne, $ 534  $-- $ 534 $ 274 $-- $ 274
Cost of Revenue............ccccovenenne. ( 318) -- (318) (156) - (156)
216 -- 216 118 - 118
General and Administrative
EXPENSES.....ooiviiiiiiiieiiece ( 138) -- (138) (62) - (62)
Operating INCOMe........ccccccoovvrinenne. 78 - 78 56 56
Other Income (Expenses):
Gain on Subsidiary's Stock Transactions,
NEL...iiiiiiie e 54 (54)(a) -- 3 B)@ -
Investment Income, net.................. 30 3(b) 33 24 2(b) 26
Interest Expense, net . (36) --(c) (36) (23) --(c) (23)
Other, Net.......ccccvvveiieiiinens 2 - )2 140 - 140
46 (51) )(5 144 1) 143
Equity in Loss of MFS.........cccccceee. ( 102) 102(d) -- (85) 85(d)
Earnings before Income Taxes and Minority
Interest in Net Losses (Income) of
Subsidiaries........c.coceeeeiiieennns 22 51 73 115 84 199
Benefit (Provision) for Income Taxes...... 10 18(e) 28 (70) --(e) (70)
Minority Interest in Net Losses (Income)
of Subsidiaries.........ccccooeenneene 1 - 1 (8) -- (8)
Net Earnings........cccovevveereenennns $ 33 $69 $ 102 $ 37 $ 84 $ 121
Net Earnings Per Common and Common
Equivalent Share.............cccoeuen.e. $ 1 .63 $ 473 $ 175 $ 5.39
Weighted Average Shares Outstanding....... 20,438, 806 21,636,604(f) 21,261,632 22,580,435(f)
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KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED STATEMENTS OF EARNINGS
YEAR ENDED DECEMBER 31, 1994
AND SIX MONTHS ENDED JUNE 30, 1995
(SCENARIO 2 ASSUMING 5 MILLION SHARES OF
EXCHANGEABLE STOCK EXCHANGED FOR CLASS D STOCK)

(8] NAUDITED)
YEA R ENDED DECEMBER 31, 1994 SIX MONTHS E NDED JUNE 30, 1995
OTHER OTHER
ADJUSTMENTS ADJ USTMENTS
HISTORICAL (NOTE 2) PRO FORMA HISTORICAL (N OTE2) PRO FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOU NTS)
Revenue........ccccooeeveieieinnne. $ 534 $-- $ 534 $ 274 $ - $ 274
Cost of Revenue...........cccueeennns (318 ) - (318) (156) - (156)
216 - 216 118 - 118
General and Administrative Expenses.... (138 ) - (138) (62) - (62)
Operating Income..........ccccevuneen. 78 -- 78 56 - 56
Other Income (Expense):
Gain on Subsidiary's Stock
Transactions, net................... 54 (54)(a) - 3 3)(a)
Investment Income, net............... 30 5(b) 35 24 3(b) 27
Interest Expense, net................ (36 ) -(c) (36) (23) -(c) (23)
Other, Net......ccccceevvveviinnnne (2 ) - )(2 140 - 140
46 (49) )3 144 - 144
Equity in Loss of MFS.................. (102 ) 102(d) - (85) 85(d)
Earnings before Income Taxes and
Minority Interest in Net Losses
(Income) of Subsidiaries.............. 22 53 75 115 85 200
Benefit (Provision) for Income Taxes... 10 17(e) 27 (70) --(e) (70)
Minority Interest in Net Losses
(Income) of Subsidiaries 1 - 1 (8) - (8)
Net Earnings.........ccccevene.. 33 $ 70 $ 103 $ 37 % 85 $ 122
Net Earnings Per Common and Common
Equivalent Share...................... $ 1.63 $ 463 $ 175 $ 5.23
Weighted Average Shares Outstanding.... 20,438,806 22,389,129(f) 21,261,632 23,413,630(f)

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

JUNE 30, 1995

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

ASSETS
ADJ USTMENTS
HISTORICAL (N OTE 3) PRO FORMA
(DOLLARS IN MILLIONS)
Current Assets:
Cash and cash equivalents..............cccccue... $ 350 $ 75(@) $ 425
Marketable securities............ccoveereenne. 428 - 428
Receivable, net......... 77 - 77
Deferred income taxes.........c.cccovvereeenne. 11 - 11
Other......cccooveviennee 34 34
Total Current ASSets.........cccecveervennnen. 900 75 975
Property, Plant and Equipment, net................. 469 - 469
Investments........... 370 -- 370
Intangible Assets, net..........cccccvvvviennneen. 385 - 385
Net Assets of MFS........ccccccveeviieeiiiieens 447 (447)(b) --
Other ASSetS.......cccovvvevviiiiiiie e 62 - 62
$2,633 $ (372) $2,261
LIABILIT IES AND STOCKHOLDERS' EQUITY
Current Liabilities:
ACCOUNtS PAYADIE...ccvvvicvieiiiicienceeee e $ 42 $ - $ 42
Current portion of long-term debt:
TelecommuNICAtioNS......cccovciviiiiceneis e 9 - 9
Otheluiiiciii it e 3 (1)(c) 2
Accrued costs and billings in excess of revenue o n uncompleted contracts.......... 14 - 14
Accrued reclamation and other mining CoSts....... . 17 - 17
OtheI i e 103 12(d) 115
Total Current LiabilitieS......cccccoveeeeees e 188 11 199
Long-term Debt, less current portion:

Telecommunications...........ccooeevvevneenne. 290 - 290
Other...cooiiiiiicieee e 82 (1)(c) 81
Deferred Income Taxes........ccccevvveeriineenns 309 (93)(e) 216

Retirement Benefits........... 47 - 7
Accrued Reclamation CoSts............cccceeeeene 102 - 102
Other Liabilities..........ccoccvvivrienieens 83 - 83
Minority Interest.........cccceevvveeeiineennns 193 193
Stockholders' Equity:
COMMON EQUILY.c.uvveeiiiiie e eiiineeieees i 1,330 75(a)
(447)(b)
2(c)
(12)(d)
93(e)
1,041
Foreign currency adjustment......ccccccvvceeeees e 1 - 1
Net unrealized holding gain (I0SS).......cccceee. e 8 - 8
Total Stockholders' EQUItY......ccccceevvcees e 1,339 (289) 1,050
$2,633 $ (372)  $2,261

The accompanying notes are an integral part ofgtiforma financial statement.
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KIEWIT DIVERSIFIED GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

JUNE 30, 1995

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

ASSETS
ADJ USTMENTS
HISTORICAL (N OTE 3) PRO FORMA
IN MILLIONS)
Current Assets:
Cash and cash equivalents................c....... 84(a) $ 434
Marketable SecUritieS........c.cccccvveevuernns 42(a) 470
Receivable, net......... - 77
Deferred income taxes.........cccccovvevenneen. - 11
Other.....cccoevviieeennns 34
Total Current ASSEetS.......cceeeeeveeeieeeieiennns 126 1,026
Property, Plant and Equipment, net................. - 469
Investments........... -- 370
Intangible Assets, net..........cccccvvvviennneen. - 385
Net Assets of MFS........ccccccveeviieeiiiieens (447)(b) --
Other ASSEtS.......cccuveviiiieiiiiieeiiieen s - 62

................................. $ 42 $ - $ 42
................................. 9 - 9
................................. 3 (1)(c) 2
Accrued costs and billings in excess of revenue o n uncompleted contracts.......... 14 -
Accrued reclamation and other mining costs....... 17 - 17
Other....oiiiiiicieece e 103 12(d) 115
Total Current Liabilities.............ccccceeene 188 11 199
Long-term Debt, less current portion:

Telecommunications 290 - 290
Other.....cccoovvviieeennns 82 (1)(c) 81
Deferred Income Taxes 309 (93)(e) 216

Retirement Benefits..........ccccoveevreinenn. 47 - 47
Accrued Reclamation COSts..........ccccceeeeninene 102 - 102
Other Liabilities.................. 83 - 83
Minority Interest 193 193
Stockholders' Equity:
COMMON EQUILY.c.vvveeiiiiie e e 1,330 126(a)
(447)(b)
2(c)
(12)(d)
93(e)
1,092
Foreign currency adjustment........ 1 - 1
Net unrealized holding gain (loss) 8 - 8
Total Stockholders' EQUItY......cccccvvvvcveeneees e 1,339 (238) 1,101
$2,633 $ (321) $2,312

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.

The PKS Board of Directors preliminarily approvegdlan to make a tafcee distribution of its entire ownership interasMFS to the Class
Stockholders at a special meeting on June 9, TR9&operating results of MFS have been classifsed single line item on the condensed
statements of earnings. The Group's proportiortaeesof the net assets of MFS at June 30, 19984 #illion have been reported
separately on the condensed balance sheet.

Completion of the Transactions has been assumiee & of June 30,1995 in the pro forma condendaddmsheet and as of December 26,
1993 and January 1, 1995, in the pro forma condesiséements of earnings for the year ended Deaedihd 994 and the six months ended
June 30, 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 PR&ersified Group and Construction & Mining Groaeparately report the assets,
liabilities and stockholders' equity of PKS attitid 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 EARNINGS PRO FORMA ADJUSTMENTS Asscribed in Note 1, the historical statementsaofiags for the
Group have been adjusted to remove the incomegehee accounts of MFS and to give effect to aedtier elements of the Transactions.
The other adjustments made in preparation of tlrei®s Pro Forma Statements of Earnings are deddoislew:

(a) Adjustment made to reverse the gain recogrfimaed 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 Constiutig 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 calculatadd@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 remove the earnings stateamount of MFS.
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KIEWIT DIVERSIFIED GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS (GDINUED)
(e) Adjustment made to reflect the tax effect & #ibove adjustments.

(f) Scenario 1 assumes 3 million shares of ExchalnigeStock are exchanged for Class D Stock andaBice® assumes 5 million shares of
Exchangeable Stock are exchanged for Class D @tdtle prior year end conversion ratio, adjustedifeidends declared during the periods.
The pro forma weighted average shares also in@ndedditional 69,010 Class D Shares attributabtee@xchange 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 accounts attributableR® &hd give effect to certain other elements offttamsactions. The other adjustments
made in preparation of the Group's Pro Forma CosetbBalance Sheet are described below:

(a) Adjustment made to reflect the increase in ceash equivalents and marketable securities ag#udt of the exchange of 3 million shares
(Scenario 1) and 5 million shares (Scenario 2)xaffangeable Stock at the prior year end stock pace conversion ratios, adjusted for
dividends declared during the periods.

(b) Adjustment to remove the Group's investmerFS.
(c) Adjustment made to reflect the exchange ofgkehangeable Debentures for Class D Stock.

(d) 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.

(e) Adjustment made to reverse certain deferrediahiities recognized on gains from MFS stocknBactions that are no longer payable.

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.
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ANNEX |
CS FIRST BOSTON CORPORATION

July 21, 1995

Board of Directors
Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, NE 68131

Dear Sirs:

You have advised us that Peter Kiewit Sons', [HRKE" or the "Company") proposes to cause its whollned subsidiary, Kiewit Diversifie
Group Inc. ("KDG" and, collectively with the Compaand the Company's wholly owned subsidiary Kie@gnstruction Group Inc., the
"Companies"), to distribute to PKS (the "Distritartf") all the shares of common stock, par value p&xishare (the "MFS Common Stock"),
of MFS Communications Company, Inc. ("MFS") andtl# shares of a newly issued Series B convenpitdterred stock, par value $.01 per
share (the "MFS Preferred Stock"), of MFS held iy You have also advised us that, immediatelyfoihg the Distribution, PKS will
distribute all the MFS Common Stock and the MFSdé®red Stock then held by it (the "Spin-Off") o rata basis to the holders (the
"Class D Stockholders") of the Class D Diversifiatbup Convertible Exchangeable Common Stock, plaevé.0625 per share (the "Class D
Common Stock"), of the Company.

You have advised us that the Spin-Off will be canmated only if it can be effected on a tax-freddashich is possible only if, prior to the
Spin-Off, KDG holds at least 80% of the total vgtipower for the election of directors of MFS. Aatiogly, in order to facilitate the Spin-
Off, KDG proposes to exchange 2.9 million shareB6fs Common Stock currently held by it for 15 naitlishares of MFS Preferred Stock
(the "MFS Exchange") prior to the Distribution. Ybave advised us that the Company has determiegdl#5 Exchange to be the most
feasible method of facilitating the Spin-Off onax{free basis, and that the Spin-Off will qualify@atax-free spin-off under

Section 355 of the Internal Revenue Code of 198@naended. In addition, you have advised us tiea€Ctimpany and MFS will take all
action necessary to ensure that the MFS Commork &tot the MFS Preferred Stock to be received byClhss D Stockholders in the Spin-
Off will not be "restricted securities" within tlreeaning of Rule 144(a)(3) promulgated under theufStges Act of 1933, as amended (the
"Securities Act"), and will not be subject to résions on transfer under the Securities Act (othan restrictions imposed as a result of the
holder being an "affiliate” (within the meaningRéile 144(a)(1) under the Securities Act) of MFS).

You have also advised us that, prior to the consatiom of the Spin-Off, the holders (the "Class Bckholders") of the Company's Class B
Construction and Mining Group Nonvoting RestricRetdleemable Convertible Exchangeable Common Staeckigiue $.0625 (the "Class B
Common Stock"), and the holders (the "Class C Stolclers” and, collectively with the Class B Stodkless and the Class D Stockholders,
the "Company Stockholders") of the Company's Ca§onstruction and Mining Group Nonvoting Redeeradbbnvertible Exchangeable
Common Stock, par value $.0625 (the "Class C Com&took"), will be given the opportunity to exchartgeir shares for shares of Class D
Common Stock at an exchange ratio of .416598 sldr€ékass D Common Stock for each share of Cla€oBimon Stock or Class C
Common Stock (the "Common Stock Exchanges"). Yaelalvised us that Class B Stockholders and Cl&®€kholders who elect to
exchange their shares will be required to do sindu period (the "Special Window Period") of aide20 business days. You have advist
that you estimate that an aggregate of approxim#tede million shares of Class B Common Stock @tess C Common Stock will be
exchanged for Class D Common Stock, and we haweras} in any event, that less than an aggregatix afillion shares of Class B
Common Stock and Class C Common Stock will be exgbd for Class D Common Stock. We understand widte the Company does not
currently anticipate that it will be necessaryrtgpbse a limit on the amount of Class B Common Stk Class C Common Stock that will
be exchanged fc



Class D Common Stock, the Board of Directors ofG@loenpany has reserved the right to impose suahigifiit determines that the
acceptance of all shares tendered for exchangedwmilbe in the best interests of the Companysastiickholders. You have advised us that
any such limit would be imposed on a pro rata basis

In addition, you have advised us that, during thecil Window Period, (a) the holders of the Conyah990 Series Convertible Debentures
due October 31, 2000 (the "1990 Series Debentuvel'he given the opportunity to exchange such@ S@ries Debentures for approxima
24.8 shares of Class C Common Stock and approxyri24eB shares of Class D Common Stock for eacB0RLprincipal amount of 1990
Series Debentures, (b) the holders of the Compd®@& Series Convertible Debentures due Octobe2@11 (the "1991 Series Debentures")
will be given the opportunity to exchange such 18@ties Debentures for approximately 23 sharedassGC Common Stock and
approximately 23 shares of Class D Common Stockdah $1,000 principal amount of 1991 Series Delest and (c) the holders of the
Company's 1993 Series Class D Convertible Debentiue October 31, 2003 (the "1993 Series Deberitares collectively with the 1990
Series Debentures and the 1991 Series Debenthes®héebentures”; the holders of the Debenturesgbaitiectively referred to as the
"Debentureholders”) will be given the opportunibyeixchange such 1993 Series Debentures for appatedynl9.96 shares of Class D
Common Stock for each $1,000 principal amount &31Series Debentures (collectively, the "DebenExehanges").

The Distribution, the Spin-Off, the MFS Exchande® Common Stock Exchanges and the Debenture Exebavij be described in the
Company's joint prospectus with MFS to be distiéduio the Company's Class B, Class C, and Clageé&ki®lders and to the
Debentureholders (the "Prospectus”). The Distrdyytthe Spin-Off, the MFS Exchange, the CommonlSExchanges and the Debenture
Exchanges, upon the terms, and subject to the tonsgli set forth in the draft Prospectus referceblelow are collectively referred to hereir
the "Transactions".

You have asked us to advise you with respect tdaineess, from a financial point of view, of theafisactions to the Company Stockholders.

In arriving at our opinion, we have reviewed certpiblicly available business and financial infotima relating to the Companies and MFS.
We have also reviewed a draft dated July 11, 199Be0Prospectus, a draft dated June 2, 1995 dEérntficate of Designation for the MFS
Preferred Stock and certain other information,tdelg financial forecasts and pro forma financigtevided to us by the Companies and
MFS, and have met with the managements of the Coimpand MFS to discuss the businesses and presgfetie Companies and MFS, as
well as the terms of the Transactions. We have@issidered certain financial and stock market datdFS, and we have compared that |
with similar data for other publicly held companiadusinesses similar to those of MFS. In addjtise have compared the financial terms of
the MFS Preferred Stock with the financial termstbfer securities and have considered such otfemiation, financial studies, analyses
investigations and financial, economic and markitiia that we deemed relevant. We have also ardlyhe financial benefits that will be
afforded the Class D Stockholders as a resultefShin-Off and we have considered the fact thaCllass B Stockholders and Class C
Stockholders will be given the opportunity, as suteof the Common Stock Exchanges, to exchangeshares of Class B Common Stock
and Class C Common Stock for shares of Class D Gomitock prior to the Distribution and thereby &otwipate in the financial benefits
the Spin-Off.

In connection with our review, we have not assurm@gresponsibility for independent verificationasfy of the foregoing information
(including the information contained in the drafo§pectus) and have relied on its being compledeaanurate in all material respects. With
respect to the financial forecasts, we have assuh@dhey have been reasonably prepared on beffesting the best currently available
estimates and judgments of the managements ofadoh Companies and MFS as to the future finarpeaiormance of each of the
Companies and MFS, respectively. In addition, weehzot made an independent evaluation or appraighe assets or liabilities (contingent
or otherwise) of any of the Companies or MFS, reorehwe been furnished with any such evaluatiorappraisals. We have assumed that the
Company will complete the Sj-Off as describe



in the draft Prospectus and that the consummatfitimeoTransactions will not result in any defaultsonilar event under any loan agreement,
instrument of indebtedness or other contract of@bmpanies or MFS which will not be waived.

We did not participate in the determination by @@mpany and MFS of the terms of any of the Tramsastor the MFS Preferred Stock and
have not been asked to consider alternative mdaaféegting a distribution of the MFS Common Stankthe MFS Preferred Stock to the
Class D Stockholders. In addition, our opinion doeesin any manner address or constitute a recordaiem regarding the business decis
of the Company or MFS to effect the MFS ExchangtherSpin-Off or to offer the Special Window Perfod the Common Stock Exchanges
or the determination by the Company of the exchaatie and other terms and conditions applicablinéoCommon Stock Exchanges.
Furthermore, our opinion does not in any manneresidor constitute a recommendation regarding tsabss decision of the Company to
offer the Special Window Period for the Debentuxettanges or the determination by the Company ofatras and conditions of the
Debenture Exchanges. Although we understand teattmpany intends to effect certain other transastin connection with the
Transactions, our opinion does not in any manndress or constitute a recommendation regardingubkaess decisions of the Company to
effect, or the financial impact on the Companymy af its stockholders of, such other transactibms&ddition, our opinion does not in any
manner address or constitute a recommendationdiegavhether Class B Stockholders or Class C Stldiéns should elect to exchange t
shares of Class B Common Stock and Class C Comitaak ®r shares of Class D Common Stock during3pecial Window Period or
whether Debentureholders should elect to exchamgeDebentures for Class C Common Stock or Cla€oBmon Stock, as the case may
be, during the Special Window Period. Moreover,express no opinion as to the market value of th&MRFeferred Stock upon receipt by
KDG pursuant to the MFS Exchange or the pricestatiwthe MFS Common Stock or the MFS Preferred Sttt trade subsequent to the
MFES Exchange or the Spin-Off. The actual marketi@af the MFS Common Stock and the MFS Preferredi@nay vary depending upon
changes in interest rates, dividend rates, madaditions, general economic conditions and othetofs which generally influence the price
of securities. Our opinion is necessarily basechup@ncial, economic, market and other conditiaaghey exist and can be evaluated on the
date hereof.

We have acted as the financial advisor to a speoiaimittee of the Board of Directors of the Compaagstituted to review certain aspect:
the Transactions and will receive a fee that igiogent upon our rendering a fairness opinionhinpast, CS First Boston performed certain
investment banking services for the Company aneived customary fees for such services. In thenarglicourse of our business, CS First
Boston and its affiliates may actively trade thetdend equity securities of MFS for their own aauoand for the accounts of customers and,
accordingly, may at any time hold a long or shadifon in such securities.

Based upon and subject to the foregoing, it isamimion that, as of the date hereof, the Transastare fair from a financial point of view to
the Company Stockholders.

Very truly yours,

CS FIRST BOSTON CORPORATION



ANNEX 1l
LEHMAN BROTHERS INC.
CONFIDENTIAL
JULY 17, 1995

Board of Directors
Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, NE 68131

Members of the Board:

We understand that Peter Kiewit Sons', Inc. (them@any") intends to effect a tax-free distributtorthe holders (the "Class D
Stockholders") of its Class D Diversified Group ®ertible Exchangeable Common Stock (the "Class Bi@on Stock") of all of the shares
of Common Stock ("MFS Common Stock") and Prefe&atk ("MFS Preferred Stock™) of MFS Communicati@ampany, Inc. ("MFS"),
an indirect subsidiary of the Company, held by@wenpany at the time of the distribution (the "Dhatition™). Kiewit Diversified Group, Inc.
("Diversified"), a wholly owned subsidiary of thee@pany, currently owns the shares of MFS CommonkSive understand that
immediately prior to the Distribution, Diversifiadll exchange a portion of its MFS Common Stoclo(&illion shares) for $15 million face
value of MFS Preferred Stock to be issued by MR8 (MFS Exchange"). The MFS Preferred Stock willdhéive votes per share and,
together with the remaining MFS Common Stock owlmgdiversified, will provide Diversified with in eoess of 80% of the voting interes
MFS with respect to the election of directors. Dsied will then dividend to the Company all oettMFS Common Stock and MFS Prefel
Stock held by Diversified, and the Company willtdisute such stock, together with $1 million of ME®mmon Stock acquired by the
Company from MFS, to the Class D Stockholders.

We further understand that prior to the Distribnfithe Company will provide the holders (the "CIBsStockholders") of its Class B
Construction and Mining Group Nonvoting RestricReldeemable Convertible Exchangeable Common StbeK'@lass B Common Stock™)
and the holders (the "Class C Stockholders") ofless C Construction and Mining Group Voting Rettd Redeemable Convertible
Exchangeable Common Stock (the "Class C CommorkStadth an opportunity to exchange shares of CB$&dommon Stock and Class C
Common Stock for shares of Class D Common Stoak"@h C-D Exchange"). The B, C-D Exchange will lzséd solely on the book-value
based formula established in the Certificate obtporation of the Company applicable to conversiminSlass B Common Stock and Class C
Common Stock into Class D Common Stock as of JgnLiat995, adjusted for dividends paid throughdhte of the exchange (the
"Exchange Formula"), but holders of Class B Comr8tatk and Class C Common Stock will be grantedpgodunity to exchange during a
specified window period prior to the Distributiorhigh otherwise would not have been available tonti@der the Certificate of
Incorporation, and thereby will have an opportundtyarticipate in the Distribution on the sameneas the Class D Stockholders. However,
in arriving at our opinion as described below, vaedassumed, based upon the Company's estimédie likely levels of exchanges pursuant
to the Exchange Offer and with the Company's canglesit no more than 6 million shares of Class Bn@wn Stock and Class C Common
Stock will be exchanged for shares of Class D ComBimck. The Class B Stockholders, the Class CkBtdders and the Class D
Stockholders are collectively referred to hereithas"Company Stockholders" and the Distributitve MFS Exchange and the B, C-D
Exchange are collectively referred to herein as'Breposed Transactions." The terms and conditidrise Distribution, MFS Exchange and
the B, C-D Exchange are set forth in more detathanmost recent draft of the Joint Prospectuded@lto the Proposed Transactions (the
"Prospectus")



Board of Directors
Peter Kiewit Sons', Inc.

Page 2

We have been requested by the Board of Directotisso€ompany to render our opinion with respecthé&fairness, from a financial point of
view, to the Company Stockholders of the ProposamhJactions, taken as a whole. We have not beeesezd to opine as to, and our opir
does not in any manner address, the Company'slyimiebusiness decision to proceed with or efféicbmany portion of the Proposed
Transactions or any alternative means of effedinigstribution of the Company's equity interestMifS to the Class D Stockholders.

In arriving at our opinion, we reviewed and analyizd) the Prospectus,

(2) such publicly available information concerniM@S which we believe to be relevant to our inquingluding the Form 10-K for the fiscal
year ended December 31, 1994 and its annual ré@diftnancial and operating information with respt the business, operations,
prospects of MFS and the Company furnished to us&yompany, (4) a comparison of the historigaficial results and present financial
condition of MFS and the Company with those of ott@mpanies which we deemed relevant, (5) a trakisigry of MFS's common stock
from May 1993 to the present and a comparisonatftiiading history with those of other companiescivlwe deemed relevant, (6) a
comparison of the financial terms of the MFS Exad®and the MFS Preferred Stock with the terms ghgeother transactions and securi
which we deemed relevant and (7) Diversified'siiages of its equity interests in MFS and, based tip® advice of the Company and its tax
advisors, the likely tax impact of various dispisitstrategies with respect to the equity interestdFS or its underlying assets and the
proposed tax and financial reporting treatmenhefDistribution. In addition, we have had discussiwith the managements of MFS and the
Company concerning their respective businessesatipes, assets, financial condition and prospaatsundertook such other studies,
analyses and investigations as we deemed appmpriat

In arriving at our opinion, we have assumed aniédalpon the accuracy and completeness of thediaband other information used by us
without assuming any responsibility for independearification of such information and have furthelied upon the assurances of the
managements of MFS and the Company that they ar@ware of any facts that would make such inforarathaccurate or misleading. With
respect to the financial forecasts of the CompantyMFS, we have assumed that they have been rdaggrapared on bases reflecting the
best currently available estimates and judgmentieofnanagements of the Company and MFS as taitheeffinancial performance of the
Company and MFS, respectively. In addition, we haetemade an independent evaluation or appraiglecdssets or liabilities (contingen
otherwise) of the Company or MFS, nor have we esrished with any such evaluations or apprais&ls.have assumed that the
consummation of the Proposed Transactions wilresalt in any default or similar event under amni@agreement, instrument of
indebtedness or other contract of the Company o8 MRich will not be waived. Our opinion is neceflgdrased upon financial, market,
economic and other conditions, and upon tax lasspunting standards and legal and regulatory rements, as they exist on, and can be
evaluated as of, the date of this letter, and, wathr consent, we have not considered possiblegdsaim such applicable tax laws, accounting
standards or regulatory and legal requirements.

In arriving at our opinion, we have relied upon #uvice of the Company and its tax advisors theftoposed Transactions, and in particular
the MFS Exchange, are the most feasible methodasfring that the Distribution will qualify as at&ee spin-off under Section 355 of the
Internal Revenue Code of 1986, as amended. Iniaddite have further relied upon the advice of@menpany and its legal advisors that the
shares of MFS Common Stock to be received by taeOD Stockholders in the Distribution (other tBhares received by persons who are
"affiliates" of MFS under the federal securitie&) will be freely tradeable securities.

We also have not been requested to opine as tguwamapinion does not in any manner address, theefss, from a financial point of view, of
the Exchange Formula, which as described abovassdon the book value formula set forth in theifi@ate of Incorporation of the
Company
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In addition, we have not been requested to opine,amnd our opinion does not in any manner addteesprice at which shares of MFS
Common Stock and MFS Preferred Stock will actuttbgle following consummation of the Distribution.dddition, trading in shares of Mi
Common Stock and MFS Preferred Stock may be chaiaet by a period of redistribution among the €BsStockholders who receive st
shares in the Distribution which may temporarilpasss the trading prices of such shares during sedbd. The market prices of shares of
MFS Common Stock and MFS Preferred Stock alsofiuittuate with changes in prevailing interest ragonomic and financial market
conditions, the financial condition and prospedt®&S, and other factors which generally influetize prices of securities.

Based upon and subject to the foregoing, we atlkeobpinion as of the date hereof that, from arfaia point of view, the Proposed
Transactions, taken as a whole, are fair to the fizmy Stockholders.

We have acted as financial advisor to the Compampnnection with the Proposed Transactions and&dkive an additional fee from the
Company upon delivery of this opinion. In addititime Company has agreed to indemnify us againttindiabilities which might arise out
our acting as financial advisor and the renderifnipis opinion. We also have performed various stment banking services for the Comp
in the past and have received customary fees fibr services. In the ordinary course of our busingssactively trade in the debt and equity
securities of MFS for our own account and for thecaunts of our customers and, accordingly, mayatiane hold a long or short position in
such securities.

This opinion is for the use and benefit of the Bloaf Directors of the Company. This opinion is imended to be and does not constitute a
recommendation to any Class B Stockholder or GTaSsockholder as to whether to exchange their st@Er€lass B Common Stock or Class
C Common Stock for shares of Class D Common Stothke B, C-D Exchange.

Very truly yours,

LEHMAN BROTHERS



, 1995
PETER KIEWIT SONS', INC.

INSTRUCTIONS FOR LETTER OF TRANSMITTAL
TO TENDER SHARES OF

CLASS B STOCK
FOR SHARES OF
CLASS D STOCK
PURSUANT TO THE EXCHANGE OFFER DESCRIBED BELOW

Peter Kiewit Sons', Inc. ("PKS" or the "Company&siprovided you with a Joint Prospectus dated 5 18® "Prospectus") that describes
your right to exchange the shares of Class B Stett by you for shares of the Company's Class BkKstan the terms and subject to
conditions set forth in the Prospectus and in taidr of Transmittal attached to these Instructidssdescribed in the Prospectus, the
Exchange Offer is being made in connection withSpa-off. THE EXCHANGE OFFER, THE CLASS D STOCK ANTHE SPIN-OFF
ARE MORE FULLY DESCRIBED IN THE PROSPECTUS, AND YO8HOULD CAREFULLY REVIEW THE PROSPECTUS,
INCLUDING THE DESCRIPTIONS THEREIN OF THE CONDITIOBITO THE EXCHANGE OFFER AND THE SPIN-OFF AND OF
PKS'S RIGHT TO ABANDON THE EXCHANGE OFFER OR THE BRPOFF OR BOTH, PRIOR TO MAKING A DECISION
REGARDING WHETHER TO EXCHANGE SHARES OF CLASS B STR FOR SHARES OF CLASS D STOCK. Terms used in these
Instructions and the Letter of Transmittal haverteanings ascribed to them in the Prospectus.

THE EXCHANGE OFFER WILL EXPIRE AT 5:00 P.M., OMAHA, NEBRASKA TIME, ON
, 1995, UNLESS EXTENDED AS DESCRIBED IN THE PROSPECUS.

EXCHANGING SHARES OF CLASS B STOCK FOR SHARES OFA3S D STOCK IS STRICTLY VOLUNTARY. IF YOU DO NOT
WISH TO EXCHANGE ANY SHARES OF CLASS B STOCK FOR 8RES OF CLASS D STOCK, DO NOT FILL OUT THE
ATTACHED LETTER OF TRANSMITTAL. SHARES OF CLASS BT®CK TENDERED PURSUANT TO THE EXCHANGE OFFER
MAY BE WITHDRAWN PRIOR TO THE EXPIRATION DATE OF TiHE EXCHANGE OFFER ONLY IN THE MANNER DESCRIBED
IN THE PROSPECTUS; OTHERWISE, SUCH TENDERS ARE IRRECABLE BY THE TENDERING STOCKHOLDERS.

PLEASE READ THE FOLLOWING GENERAL INSTRUCTIONS CARRJLLY BEFORE COMPLETING THE LETTER OF
TRANSMITTAL. FOR FURTHER INFORMATION OR ASSISTANCEONCERNING THE LETTER OF TRANSMITTAL, CONTACT
MICHAEL A. KELLEY, STOCK REGISTRAR, PETER KIEWIT SNS', INC., 1000 KIEWIT PLAZA, OMAHA, NEBRASKA 68131
TELEPHONE

(402) 271-2870; TELECOPY (402) 271-2965.

GENERAL INSTRUCTIONS

1. GENERAL

The Letter of Transmittal or a photocopy of it slible properly filled in, dated and signed, andwtide delivered to Michael A. Kelley,
Stock Registrar (the "Stock Registrar”), at therads set forth below:

Michael A. Kelley

Stock Registrar

Peter Kiewit Sons', Inc. 1000 Kiewit Plaza
Omaha, Nebraska 68131

YOUR LETTER OF TRANSMITTAL MUST BE ACCOMPANIED BY YUR STOCK CERTIFICATES FOR THE CLASS B STOCK
BEING TENDERED. DO NOT SIGN OR OTHERWISE ENDORSE XN TOCK CERTIFICATES TENDERED PURSUANT TO THE
EXCHANGE OFFER. EXECUTION OF THE LETTER OF TRANSMIAL WILL ASSIGN YOUR STOCK TO PKS, SUBJECT TO
CONSUMMATION OF THE EXCHANGE OFFER.

TO BE EFFECTIVE, DELIVERY OF THIS LETTER OF TRANSMI TTAL AND THE
CERTIFICATES REPRESENTING SHARES OF CLASS B STOCK YOU WISH TO EXCHANGE MUST



BE MADE PRIOR TO 5:00 P.M., OMAHA, NEBRASKA TIME, ® THE EXPIRATION DATE, WHICH WILL BE , 1995, UNLESS
EXTENDED AS DESCRIBED IN THE PROSPECTUS. THE METH@F DELIVERY OF ALL DOCUMENTS TO THE STOCK
REGISTRAR IS AT YOUR OPTION AND RISK. IF YOU CHOOSED SEND BY MAIL, IT IS RECOMMENDED THAT YOU SEND
BY REGISTERED MAIL WITH RETURN RECEIPT REQUESTEDR®PERLY INSURED.

IF THE EXCHANGE OFFER IS NOT COMPLETED FOR ANY REASBI, YOUR CLASS B STOCK CERTIFICATES WILL BE
RETURNED TO YOU (OR TO YOUR LENDER, IF YOUR CERTIEATES ARE PLEDGED TO A LENDER).

2. SIGNATURES

The signature on the Letter of Transmittal mustegpond exactly to the name as written on the dftiee share certificate(s) sent to the
Stock Registrar. If there is insufficient spacdigball of your share certificates being submittedhe Stock Registrar or to respond to any
other information, please attach a separate sheet.

3. LOST CERTIFICATES

If one or more of your share certificates have Heenhor destroyed, you should contact the StoalifRer for instructions regarding the
relevant documentation and what supporting evidémsgipply.

4. VALIDITY OF SURRENDER

A surrender of certificate(s) will not be deemedhatve been made until all irregularities and defbetve been cured or waived. The Comy.
reserves full discretion to determine whether tbeunentation with respect to tendered Class B S®ckmplete and generally to resolve all
guestions relating to tenders, including the datklzour of receipt of a tender, the propriety cd@xtion of any document and all other
guestions regarding the validity or acceptabilityany tender. The Company reserves the right gctejny tender not in proper form or to
waive any irregularities or conditions. The Compargterpretation of the terms and conditions ef #xchange Offer, the Letter of
Transmittal and these Instructions will be finall itnproperly tendered certificates representingssIB Stock will be returned, unless
irregularities are waived, without cost to the teridlg holder thereof.

5. PARTIAL TENDERS

If less than all of the shares of Class B Stockclare evidenced by any share certificate are tetered, fill in the number of shares you
actually wish to tender on the line(s) entitled "MbShares Tendered" in Box B and the balance@thares on the adjacent line(s) entitled
“No. of Shares to be Reissued." A new certificdtéfsthe remainder of the shares of Class B Stalsich were evidenced by your old
certificate(s) will be sent to you (or the applitalender) as soon as practicable after the consatiomof the Exchange Offer. All shares
evidenced by certificate(s) listed will be deemedhave been tendered unless otherwise indicated.

Additional copies of the Letter of Transmittal mag obtained from the Stock Registrar.



LETTER OF TRANSMITTAL

To accompany certificates representing sharesad<0C Stock of Peter Kiewit Sons', Inc., a Delavearporation ("PKS"), or to authorize t
delivery of pledged Class B Stock to PKS by FirsHank, N.A., when submitted in connection with tfeer by PKS to issue shares of Cl.
D Stock in exchange for issued and outstandingeshairClass C Stock as described in the Joint Bobdsp dated , 1995 (the "Prospectus”).

Michael A. Kelley, Stock Registrar:

| hereby tender the certificates listed in Box Bolerepresenting shares of Class B Stock of PK®kehange for shares of Class D Stock on
the terms and subject to the conditions set fortthé Memorandum and this Letter of Transmittal.

BOX A: NAME AND ADDRESS OF
REGISTERED HOLDER

PLEASE TYPE OR PRINT THE NAME OF THE REGISTERED HDER OF THE SHARES OF CLASS C STOCK LISTED IN BOX C
EXACTLY AS SUCH NAME APPEARS ON THE SURRENDERED SIR& CERTIFICATE(S), ALONG WITH THE ADDRESS OF THE
REGISTERED HOLDER.

Name and Address of Registered Holder (type otk

Name:

Address:

(Zip Code)

Telephone Number:

Upon request, | agree to execute and deliver aditiadal documents deemed necessary or desirakileeb$tock Registrar to complete the
exchange of the certificates.

The undersigned requests that the stock certiidateany shares of Class D Stock to which the tsigeed is entitled be registered in the
name of, and be delivered to, the registered haedeforth in Box A above at the address set forfBox A above.

-1-



BOX B: CERTIFICATES TENDERED: Please list in thi®BB (and an attached sheet, if necessary) ALLc#r#ficates representing Class
B Stock you are submitting with this Letter of Tsamittal.

Certificate Enclosed Certificate No. No. of Shares No. of Shares Tendered No. of Shares to be

Reissued

Total:

The undersigned represents and warrants that tfersigned has full power and authority to assighteansfer the certificates tendered and
has good title to such certificates, free and obdall liens, restrictions, charges, encumbranpksiges, security interests or other obligations
affecting the assignment or transfer of the cedifés, and such certificates are not subject tamdmgrse claim (except to the extent so
pledged). All authority conferred or agreed to baferred in this Letter of Transmittal shall notdféected by, and shall survive, the death or

incapacity of the undersigned, and any obligatibthe undersigned under this Letter of Transmitell be binding upon successors, assigns,
heirs, executors, administrators and legal reptaseas of the undersigned.

THE UNDERSIGNED REPRESENTS AND WARRANTS THAT THE UNDERSIGNED HAS RECEIVED
AND READ THE PROSPECTUS DATED , 1995, OF PETER KIEWIT
SONS', INC. AND MFS RELATING TO THE EXCHANGE OFFE R AND SPIN-OFF.

Signed By:

(Signature)

Date: Name (Print)




, 1995
PETER KIEWIT SONS', INC.

INSTRUCTIONS FOR LETTER OF TRANSMITTAL
TO TENDER SHARES OF

CLASS C STOCK
FOR SHARES OF
CLASS D STOCK
PURSUANT TO THE EXCHANGE OFFER DESCRIBED BELOW

Peter Kiewit Sons', Inc. ("PKS" or the "Company&siprovided you with a Joint Prospectus dated 5 18® "Prospectus") that describes
your right to exchange the shares of Class C Stetkby you for shares of the Company's Class BKStn the terms and subject to
conditions set forth in the Prospectus and in taidr of Transmittal attached to these Instructidssdescribed in the Prospectus, the
Exchange Offer is being made in connection withSpa-off. THE EXCHANGE OFFER, THE CLASS D STOCK ANTHE SPIN-OFF
ARE MORE FULLY DESCRIBED IN THE PROSPECTUS, AND YO8HOULD CAREFULLY REVIEW THE PROSPECTUS,
INCLUDING THE DESCRIPTIONS THEREIN OF THE CONDITIOBITO THE EXCHANGE OFFER AND THE SPIN-OFF AND OF
PKS'S RIGHT TO ABANDON THE EXCHANGE OFFER OR THE BRPOFF OR BOTH, PRIOR TO MAKING A DECISION
REGARDING WHETHER TO EXCHANGE SHARES OF CLASS C SCR FOR SHARES OF CLASS D STOCK. Terms used in these
Instructions and the Letter of Transmittal haverteanings ascribed to them in the Prospectus.

THE EXCHANGE OFFER WILL EXPIRE AT 5:00 P.M., OMAHA, NEBRASKA TIME, ON
, 1995, UNLESS EXTENDED AS DESCRIBED IN THE PROSPECUS.

EXCHANGING SHARES OF CLASS C STOCK FOR SHARES OFA3S D STOCK IS STRICTLY VOLUNTARY. IF YOU DO NOT
WISH TO EXCHANGE ANY SHARES OF CLASS C STOCK FOR 8RES OF CLASS D STOCK, DO NOT FILL OUT THE
ATTACHED LETTER OF TRANSMITTAL. SHARES OF CLASS CT®CK TENDERED PURSUANT TO THE EXCHANGE OFFER
MAY BE WITHDRAWN PRIOR TO THE EXPIRATION DATE OF TiHE EXCHANGE OFFER ONLY IN THE MANNER DESCRIBED
IN THE PROSPECTUS; OTHERWISE, SUCH TENDERS ARE IRRECABLE BY THE TENDERING STOCKHOLDERS.

PLEASE READ THE FOLLOWING GENERAL INSTRUCTIONS CARRJLLY BEFORE COMPLETING THE LETTER OF
TRANSMITTAL. FOR FURTHER INFORMATION OR ASSISTANCEONCERNING THE LETTER OF TRANSMITTAL, CONTACT
MICHAEL A. KELLEY, STOCK REGISTRAR, PETER KIEWIT SNS', INC., 1000 KIEWIT PLAZA, OMAHA, NEBRASKA 68131
TELEPHONE

(402) 271-2870; TELECOPY (402) 271-2965.

GENERAL INSTRUCTIONS

1. GENERAL

The Letter of Transmittal or a photocopy of it slible properly filled in, dated and signed, andwtide delivered to Michael A. Kelley,
Stock Registrar (the "Stock Registrar”), at therads set forth below:

Michael A. Kelley

Stock Registrar

Peter Kiewit Sons', Inc. 1000 Kiewit Plaza
Omaha, Nebraska 68131

UNLESS YOU ARE DIRECTING FIRSTIER BANK, N.A. TO DEVER PLEDGED CERTIFICATES DIRECTLY TO THE STOCK
REGISTRAR AS DESCRIBED BELOW, YOUR LETTER OF TRANSMAL MUST BE ACCOMPANIED BY YOUR STOCK
CERTIFICATES FOR THE CLASS C STOCK BEING TENDEREDO NOT SIGN OR OTHERWISE ENDORSE ANY STOCK
CERTIFICATES TENDERED PURSUANT TO THE EXCHANGE OFREEXECUTION OF THE



LETTER OF TRANSMITTAL WILL ASSIGN YOUR STOCK TO PKSSUBJECT TO CONSUMMATION OF THE EXCHANGE OFFE
If any certificates for your Class C Stock beingdered have been pledged to FirsTier Bank, N.Au,maist so indicate in Box C, and upon
delivery by you to PKS of an executed Letter ofrEmittal, PKS and FirsTier Bank, N.A. will be autized to arrange for (i) the delivery of
pledged Class C Stock to PKS, and (ii) the deliverkirsTier Bank, N.A. of certificates represeqtihe shares of Class D Stock to which
are entitled upon exchange of your Class C Stock.

If any of your Class C Stock has been pledgediémding institution OTHER THAN FIRSTIER, you musiraplete Box B and arrange with
such lending institution for delivery to PKS of tbertificates for the pledged Class C Stock, togret¥ith the Letter of Transmittal. EVEN IF
YOU DO NOT DESIGNATE A LENDING INSTITUTION IN BOX BOR BOX C, PKS MAY DELIVER CERTIFICATES DIRECTLY TO
A LENDING INSTITUTION IF PKS BELIEVES IN GOOD FAITHTHAT SUCH LENDING INSTITUTION IS ENTITLED TO RECHRIE
SUCH CERTIFICATES UNDER A BORROWING ARRANGEMENT WH'YOU.

TO BE EFFECTIVE, DELIVERY OF THIS LETTER OF TRANSNITAL AND THE CERTIFICATES REPRESENTING SHARES OF
CLASS C STOCK YOU WISH TO EXCHANGE MUST BE MADE PR TO 5:00 P.M., OMAHA, NEBRASKA TIME, ON THE
EXPIRATION DATE, WHICH WILL BE , 1995, UNLESS EXTENED AS DESCRIBED IN THE PROSPECTUS. THE METHOD OF
DELIVERY OF ALL DOCUMENTS TO THE STOCK REGISTRAR I&T YOUR OPTION AND RISK. IF YOU CHOOSE TO SEND BY
MAIL, IT IS RECOMMENDED THAT YOU SEND BY REGISTEREIMAIL WITH RETURN RECEIPT REQUESTED, PROPERLY
INSURED.

IF THE EXCHANGE OFFER IS NOT COMPLETED FOR ANY REA®I, YOUR CLASS C STOCK CERTIFICATES WILL BE
RETURNED TO YOU (OR TO YOUR LENDER, IF YOUR CERTIEATES ARE PLEDGED TO A LENDER).

2. SIGNATURES

The signature on the Letter of Transmittal mustegpond exactly to the name as written on the dhtlee share certificate(s) sent to the
Stock Registrar. If there is insufficient spacéigball of your share certificates being submittedhe Stock Registrar or to respond to any
other information, please attach a separate sheet.

3. LOST CERTIFICATES

If one or more of your share certificates have destor destroyed, you should contact the StoakifRer for instructions regarding the
relevant documentation and what supporting evidémseipply.

4. VALIDITY OF SURRENDER

A surrender of certificate(s) will not be deemed&ve been made until all irregularities and deféetve been cured or waived. The Comg
reserves full discretion to determine whether theudnentation with respect to tendered Class C Stoctmplete and generally to resolve all
questions relating to tenders, including the datktzour of receipt of a tender, the propriety cd@xtion of any document and all other
guestions regarding the validity or acceptabilityaoy tender. The Company reserves the right gctejny tender not in proper form or to
waive any irregularities or conditions. The Comparngterpretation of the terms and conditions efxchange Offer, the Letter of
Transmittal and these Instructions will be finall itnproperly tendered certificates representingssIC Stock will be returned, unless
irregularities are waived, without cost to the teriidlg holder thereof.

5. PARTIAL TENDERS

If less than all of the shares of Class C Stockctvlaire evidenced by any share certificate are tetdered, fill in the number of shares you
actually wish to tender on the line(s) entitled "MbShares Tendered" in Box C and the balancheoEhares on the adjacent line(s) entitled
"No. of Shares to be Reissued." A new certificatifsthe remainder of the shares of Class C Stdukh were evidenced by your old
certificate(s) will be sent to you (or the applitakender) as soon as practicable after the consatimmof the Exchange Offer. All shares
evidenced by certificate(s) listed will be deemedhave been tendered unless otherwise indicated.

Additional copies of the Letter of Transmittal mag obtained from the Stock Registrar.



LETTER OF TRANSMITTAL

To accompany certificates representing sharesad<0C Stock of Peter Kiewit Sons', Inc., a Delavearporation ("PKS"), or to authorize t
delivery of pledged Class C Stock to PKS by FirsBank, N.A., when submitted in connection with tifeer by PKS to issue shares of Cl.
D Stock in exchange for issued and outstandingeshairClass C Stock as described in the Joint Bobdsp dated , 1995 (the "Prospectus”).

Michael A. Kelley, Stock Registrar:

| hereby tender the certificates listed in Box @berepresenting shares of Class C Stock of PK@&%change for shares of Class D Stock on
the terms and subject to the conditions set fortthé Memorandum and this Letter of Transmittal.

BOX A: NAME AND ADDRESS OF BOX B: SPECIAL DELIVERY
REGISTERED HOLDER INSTRUCTIONS

PLEASE TYPE OR PRINT THE NAME OF THE FILL IN ONL Y IF YOUR CERTIFICATES ARE
REGISTERED HOLDER OF THE SHARES OF  TO BE SENT TO A LENDING INSTITUTION,
CLASS C STOCK LISTED IN BOX C EXACTLY OTHER THAN FIRSTIER, TO WHICH YOUR
AS SUCH NAME APPEARS ON THE CLASS C STO CK IS PLEDGED.
SURRENDERED SHARE CERTIFICATE(S),

ALONG WITH THE ADDRESS OF THE

REGISTERED HOLDER. These Speci al Delivery Instructions
Cover Class D Stock Issuable in
Respect of the Following Number of
Name and Address of Registered Holder Shares of C lass C Stock:

(type or print)

Name:

Address: Name

- Address
(Zip Code)
Telephone Number: ~ —emeeeee e
------------------ (Zip Code)
Lender
Contact per son:

Upon request, | agree to execute and deliver adifiadal documents deemed necessary or desirablleeb$tock Registrar to complete the
exchange of the certificates.

Except as otherwise indicated in Box B above or Bdxelow, the undersigned requests that the stextKicates for any shares of Class D
Stock to which the undersigned is entitled be teggsl in the name of, and be delivered to, thestegid holder set forth in Box A above at
address set forth in Box A above, subject to thbtrof PKS to deliver such certificates directlyattending institution (whether or not such
lending institution is set forth in Box B or Box @)PKS believes in good faith that such lendinstitution is entitled to receive such
certificates under a borrowing arrangement withuhdersigned.
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BOX C: CERTIFICATES TENDERED: Please list in thie®BC (and an attached sheet, if necessary) ALlcéngficates representing Class
C Stock you are submitting with this Letter of Tsanittal or, if such certificates are pledged tcFier, the certificates you are authorizing to

be surrendered to PKS by FirsTier. PKS will sené#itsTier certificates for Class D Stock issuablexchange for Class C Stock pledged to
FirsTier as indicated in this Box C.

Check the appropriate box: C ertificate No.  No. of Shares No. of Shar es  No. of Shares to be
- Tendere d Reissued
Certificate Certificate Held By
Enclosed FirsTier Bank, N.A.
To tal:

The undersigned represents and warrants that tfersigned has full power and authority to assighteansfer the certificates tendered and
has good title to such certificates, free and oleacept to the extent pledged to FirsTier or teraling institution named in Box B above) of
all liens, restrictions, charges, encumbranceslgas, security interests or other obligations &ifigahe assignment or transfer of the
certificates, and such certificates are not suligeny adverse claim (except to the extent sogaldll All authority conferred or agreed to be
conferred in this Letter of Transmittal shall net&ffected by, and shall survive, the death orpacdy of the undersigned, and any obligation
of the undersigned under this Letter of Transmételll be binding upon successors, assigns, leiegutors, administrators and legal
representatives of the undersigned.

THE UNDERSIGNED REPRESENTS AND WARRANTS THAT THE UNDERSIGNED HAS RECEIVED
AND READ THE PROSPECTUS DATED , 1995, OF PETER KIEWIT
SONS', INC. AND MFS RELATING TO THE EXCHANGE OFFE R AND SPIN-OFF.

Signed By:

(Signature)

Date: Name (Print)




, 1995
PETER KIEWIT SONS', INC.

INSTRUCTIONS FOR LETTER OF TRANSMITTAL
TO TENDER

1990 SERIES CONVERTIBLE DEBENTURES
DUE OCTOBER 31, 2000

1991 SERIES CONVERTIBLE DEBENTURES
DUE OCTOBER 31, 2001

AND/OR

1993 SERIES CLASS D CONVERTIBLE
DEBENTURES DUE OCTOBER 31, 2003 (TOGETHER, "DEBENTURES")

FOR SHARES OF
CLASS C STOCK AND /OR CLASS D STOCK
PURSUANT TO THE EXCHANGE OFFER DESCRIBED BELOW

Peter Kiewit Sons', Inc. ("PKS" or the "Companydstprovided you with an Joint Prospectus date®5 Ithe "Prospectus”) that describes
your right to exchange the Debentures owned byfgpshares of the Company's Class C Stock and&assdD Stock, on the terms and suk
to the conditions set forth in the Prospectus arttié Letter of Transmittal attached to these Utstons. As described in the Prospectus, the
Exchange Offer is being made in connection withSpe-off. THE EXCHANGE OFFER, THE CLASS C STOCKHE CLASS D STOCK
AND THE SPIN-OFF ARE MORE FULLY DESCRIBED IN THE RBFSPECTUS, AND YOU SHOULD CAREFULLY REVIEW THE
PROSPECTUS, INCLUDING THE DESCRIPTIONS THEREIN ORHE CONDITIONS TO THE EXCHANGE OFFER AND THE SPIN-
OFF AND OF PKS'S RIGHT TO ABANDON THE EXCHANGE OFREOR THE SPIN-OFF OR BOTH, PRIOR TO MAKING A
DECISION REGARDING WHETHER TO EXCHANGE DEBENTURESJIR SHARES OF CLASS D STOCK. Terms used in these
Instructions and the Letter of Transmittal haverteanings ascribed to them in the Prospectus.

THE EXCHANGE OFFER WILL EXPIRE AT 5:00 P.M., OMAHA, NEBRASKA TIME, ON
, 1995, UNLESS EXTENDED AS DESCRIBED IN THE PROSPECUS.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS A HOLDERS OF DEBENTURES PARTICIPATE IN THE
EXCHANGE OFFER, FOR THE REASONS DESCRIBED IN THE@EPECTUS AT "RISK FACTORS -- CERTAIN CONSEQUENCES
OF DECISION NOT TO EXCHANGE".

PLEASE READ THE FOLLOWING GENERAL INSTRUCTIONS CAREEJLLY BEFORE COMPLETING THE LETTER OF
TRANSMITTAL. FOR FURTHER INFORMATION OR ASSISTANCEONCERNING THE LETTER OF TRANSMITTAL, CONTACT
MICHAEL A. KELLEY, STOCK REGISTRAR, PETER KIEWIT SRS', INC., 1000 KIEWIT PLAZA, OMAHA, NEBRASKA 68131
TELEPHONE (402) 271-2870; TELECOPY (402) 271-2965.

GENERAL INSTRUCTIONS
1. GENERAL

The Letter of Transmittal or a photocopy of it slible properly filled in, dated and signed, andwtide delivered to Michael A. Kelley,
Stock Registrar (the "Stock Registrar”), at therads set forth below:



Michael A. Kelley Stock Registrar Peter Kiewit Sprisc. 1000 Kiewit Plaza Omaha, Nebraska 68131

If your Debentures have been pledged to FirsTiekBA.A. ("FirsTier") or any other lending institah, you must complete Box B, and upon
delivery by you to PKS of an executed Letter ofrEmittal, PKS and the lending institution will betlaorized to arrange for (i) the delivery
pledged Debentures to PKS, and (ii) the deliverthtolending institution of certificates represagtthe shares of Class C Stock and/or Class
D Stock to which you are entitled upon exchanggonir Debentures. If your Debentures are not pledgediending institution, your Letter
Transmittal must be accompanied by your certifisdite the Debentures being tendered.

TO BE EFFECTIVE, DELIVERY OF THIS LETTER OF TRANSNTAL AND THE CERTIFICATES REPRESENTING DEBENTURES
YOU WISH TO EXCHANGE MUST BE MADE PRIOR TO 5:00 P.MOMAHA, NEBRASKA TIME, ON THE EXPIRATION DATE,
WHICH WILL BE , 1995, UNLESS EXTENDED AS DESCRIBEIN THE PROSPECTUS. THE METHOD OF DELIVERY OF ALL
DOCUMENTS TO THE STOCK REGISTRAR IS AT YOUR OPTIOMNND RISK. IF YOU CHOOSE TO SEND BY MAIL, IT IS
RECOMMENDED THAT YOU SEND BY REGISTERED MAIL WITH ETURN RECEIPT REQUESTED, PROPERLY INSURED.

IF THE EXCHANGE OFFER IS NOT COMPLETED FOR ANY REA&®I, YOUR DEBENTURE CERTIFICATES WILL BE RETURNED
TO YOU (OR YOUR LENDER, IF THE DEBENTURE CERTIFICAIS ARE PLEDGED TO A LENDER).

2. SIGNATURES

The signature on the Letter of Transmittal mustespond exactly to the name as written on the éatiee Debenture certificate(s) sent to the
Stock Registrar.

3. LOST CERTIFICATES

If one or more of your Debenture certificates hagen lost or destroyed, you should contact thekSRegjistrar for instructions regarding the
relevant documentation and what supporting evidémseipply.

4. VALIDITY OF SURRENDER

A surrender of certificate(s) will not be deemedhatve been made until all irregularities and defbetve been cured or waived. The Comy.
reserves full discretion to determine whether theudnentation with respect to tendered Debenturesrigplete and generally to resolve all
questions relating to tenders, including the datktzour of receipt of a tender, the propriety cd@xtion of any document and all other
guestions regarding the validity or acceptabilityaoy tender. The Company reserves the right gctejny tender not in proper form or to
waive any irregularities or conditions. The Compargterpretation of the terms and conditions ef #xchange Offer, the Letter of
Transmittal and these Instructions will be finall itnproperly tendered certificates representindb®wures will be returned, unless
irregularities are waived, without cost to the teriiclg holder thereof.

5. NO PARTIAL TENDERS

A holder of a Debentures may not tender fewer #ibBebentures held or less than the full princgalount of each Debenture in the
Exchange Offer.

Additional copies of the Letter of Transmittal mag obtained from the Stock Registrar.



LETTER OF TRANSMITTAL

To accompany certificates representing 1990 S&wwertible Debentures due October 31, 2000, 189kS$ Convertible Debentures due
October 31, 2001 and/or 1993 Series Class D Cableiebenture due October 31, 2003 ("Debentud"Peter Kiewit Sons', Inc., a
Delaware corporation ("PKS"), or to authorize tlediviery of a Debenture certificates to PKS by allag institution to which the Debenture
(s) has been pledged, when surrendered in connesttb the offer by PKS to issue shares of Clagt@tk and/or Class D Stock in exchange
for issued and outstanding Debentures as desdriltéeé Joint Prospectus dated , 1995 (the "Proapéct

Michael A. Kelley, Stock Registrar:

| hereby tender for exchange my Debenture(s) of RKShares of Class C Stock and Class D Stockererms and subject to the conditions
set forth in the Prospectus and this Letter of Srnaittal.

BOX A: NAME AND ADDRESS OF BOX B: SP ECIAL DELIVERY
REGISTERED HOLDER IN STRUCTIONS

PLEASE TYPE OR PRINT THE NAME OF THE FILL IN ONL Y IF YOUR DEBENTURE(S) ARE
REGISTERED HOLDER OF THE DEBENTURE(S) PLEDGED TO A LENDING INSTITUTION (IN
EXACTLY AS SUCH NAME APPEARS ON THE WHICH CASE YOUR STOCK CERTIFICATES
SURRENDERED DEBENTURE CERTIFICATE, @ WILLBE SEN T TO SUCH LENDING

ALONG WITH THE ADDRESS OF THE INSTITUTION ).

REGISTERED HOLDER.
Check the f ollowing box if your
Debenture(s ) are pledged to FirsTier:

Name and Address of Registered Holder //
(type or print)

-OR -
Name: Provide the following information for
any lending institution other than
FirsTier:
Address:
Name
(Please Print)
Address
(ZipCode) e e
Telephone Number:
e (Zip Code)
Lender
Contact per son:

Upon request, | agree to execute and deliver aditiadal documents deemed necessary or desirakileeb$tock Registrar to complete the
exchange of the certificates.

Except as otherwise indicated in Box B above, thdeusigned requests that the certificates for &ayes Class C Stock and/or of Class D
Stock to which the undersigned is entitled be teggsl in the name of, and be delivered to, thestegid holder set forth in Box A above at
address set forth in Box A above.
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The undersigned represents and warrants that tfersigned has full power and authority to assighteansfer the certificates tendered and
has good title to such certificates, free and cfeacept to the extent pledged to a lending institunamed in Box B above) of all liens,
restrictions, charges, encumbrances, pledges,igeitierests or other obligations affecting theigement or transfer of the certificates, and
such certificates are not subject to any adve@endlexcept to the extent so pledged). All autlyardnferred or agreed to be conferred in this
Letter of Transmittal shall not be affected by, ahdll survive, the death or incapacity of the uadmed, and any obligation of the

undersigned under this Letter of Transmittal shalbinding upon successors, assigns, heirs, exscattministrators and legal representa
of the undersigned.

THE UNDERSIGNED REPRESENTS AND WARRANTS THAT THE UNERSIGNED HAS RECEIVED AND READ THE JOINT
PROSPECTUS DATED , 1995, OF PETER KIEWIT SONS', IMBID MFS RELATING TO THE EXCHANGE OFFER AND SPINF.

Signed By:
(signa ture)

Date:

Name (Print)



April 27, 1995

Board of Directors
Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, NE 68131

Re: Exchange Offer by Peter Kiewit Sons', Inc.
Gentlemen:

| understand that Peter Kiewit Sons', Inc. ("PKiS'¢ontemplating an offering (the "Exchange Offaf')ts Class D Diversified Group
Convertible Exchangeable Common Stock, par valueé®® ("Class D Stock"), in exchange for its Cl@sSonstruction & Mining Group
Restricted Redeemable Convertible Exchangeable Quon8tock, par value $0.0625 ("Class C Stock") nticgpation of a possible spin-off
distribution to the holders of Class D Stock of PE&tire ownership interest in MFS Communicatiomsnpany, Inc., as described in the
Form 10-K of PKS dated March 31, 1995 (which PKS peovided to me). You have asked me to indicatethér, if the Exchange Offer
occurs, | would tender shares of Class C Stock twetsbntrolled by me or my family members to PKS®ikthange for Class D Stock pursuant
to the Exchange Offer.

| hereby agree that, if the Exchange Offer ocdunsuld not tender such Class C Stock pursuartteédixchange Offer.

| understand that you will rely upon this infornwatiin making certain decisions regarding the Exgeadffer, and that my tender intentions
will be disclosed to PKS shareholders in the offgrdocument provided to PKS shareholders in coroestith the Exchange Offer. | also
understand that my agreement applies only to trelh@hge Offer, and that | will have the right to eert Class C Stock into Class D Stock
during any subsequent conversion period providdeKB' Certificate of Incorporation.

Sincerely,

End of Filing
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