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. SUBJECT:
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1 suggest the caption be amended ag shown below to mﬁre

COMMONWEALTH OF PENNSYLVANIA
OFFICE OF SPECTAL ASSISTANTS

" October iz, 1993

ﬁpﬁlication of Commonwealth Telephone Compaﬁy '

Janet Patrick
~ Doc¢ument Filing

- Doug Beebe \skfgi

~ Securities Section

accurately reflect the nature of the proposed transaction.

Joint Appllcatlon of Commonwealth Telephone
Company, Commonwealth Long Distance Company and
Paging Plus, Inc., for approval of the transfer of

~a majority interest in the stock of the utilities?
‘direct or indirect parent C-TEC Corporatlon?to

RCN Corporatlon.

éoi  Alan Kehler
LaW‘Bnreau
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COMMONWEALTH OF PENNSYLVANIA
OFFICE OF SPECIAL ASSISTANTS

DATE: October 12, 1993
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SUBJECT: Applicatioﬁ of Commonwealth Telephone Company

TOY A ;
' Document Flllng

< FROM$ Doug Beebe A
: Securities Section

I suggest the captlon be amended as shown below to more
'accurately reflect the nature of the proposed transaction.

Joint Appllcatlon of Commonwealth Telephone
PR A ~~Company, Commonwealth Long Distance Company and
' Waﬂ‘q ‘Paglng Plus, Inc., for approval of the transfer of
S - a majority, interest in the stock of the utilities?
direct or “indirect parent, C- -TEC Corporatloqyto
RCN Corporatlon ,

ce:  Alan Kohler
' - Law Bureau

Calnee 0
—fwméw%ﬁ%\ﬁ




® SWIDLER -~ ® ORIGINAL
BERLIN | " pikadr Bk

CHARTERED ’ _ - (202)424-7834

p ]EAN L. KtDDOO
: ATTORNEWAT‘LA\W

VIA FEDERAL EXPRESS ff%ef e
Mr. John Alford, Secretary : :
Penngylvania Public Utility Commission
North Office Building, B-20 o ,
' Corner of North Street & Commonwealth Avernue
‘Harrisburg, PA 17120 :
Re: Application for Approval of Acquisition by RCN

Corporation of Voting Control of C-TEC Corporation from
the C-TEC Control Group (Docket No. A-310800F0006)

V'Dear/Mr Alford:

On behalf of RCN Corporation (RCN), Commonwealth Telephone
Company (CTCo), Commonwealth Long Distance Company (CLD), and
Paglng‘Plus, Inc. (PPI), please find an orlglnal and three (3)
¢copies of a Joint Applmcatlon for Authority to Transfer Control
of C-TEC Corporation (C-TEC) to RCN. Also enclosed please find a
check in the amount of $50.00 to cover the flllng fee. Please
date-stamp the extra copy and return it to me in the enclosed
gelf-addregsed, stamped envelope.

; Thls transaction will involve the purchase by RCN‘of the
C-TEC stock currently held by the C-TEC Control Group. C-TEC is
‘a holding company whose multiple subsidiaries include the three
regulated Pennsylvania telephone utilities listed above.¥ as
we have discussed with Commission Staff both before and after the
s1gn1ng‘of the Stock Purchase Agreement on June 17, 1993, the

. parties to the transaction believe that, pursuant to 66 Pa.C.S.A.

§ 1102(a) {3) and at least two Commission cases interpreting that

section, this transfer does not require prior Commission

i C-TEC holds 100% of the stock of cTCo, and'holds‘lOO/ of the
stock of C-TEC Properties, Inc., the immediate parent of CLD, and
100% of the stock of Cellular Plus, Inc., the immediate parent of
PPI.

3000 K STREET, N.W. ® SUlTE 300 o Feve
 WASHINGTON, D.C. 20007-5116 L B e
(202)424-7500 = TELEX 701131 = FACSIMILE (202)424-7645 o




Mr. John Alford
October 1, 1993
Page 2

approval.? The MCI Airsignal case, for example, held that a
transaction involving the sale and purchase of stock of the
parent company of a Pennsylvania public utility was not subject
to the Commission’s regulatory authority.¥ In the directly
parallel instant transaction, a controlling equity interest in
C-TEC, the parent company of CTCo, and the *grandparent' company
of CLD and PPI, is being sold by a group of sharsholders (the
C-TEC Control Group) to RCN. Under the two Airsignal decisions,
the Commission c¢learly lacks jurisdiction over this transaction.
In addition, until September 23, 1993, the Commission had never
to our knowledge indicated any intent to reconsider its prior

case law.

Based on discussions with Commission Staff, we understand
that, in a non-public administrative session on September 23,
1993 the Commission determined that it believes that the instant

transaction is subject to its jurisdiction, and instructed its
Staff to request that RCN and the three C-TEC utility
subsidiaries submit a Joint Application requesting approval teo
transfer C-TEC control to RCN. Based on its understanding that
the transaction is scheduled to c¢lose during the month of '
Qctober, 1993, the Commission has also committed, to the extent
permitted by statute, to rule upon the Joint Application at or
before its meeting on October 28.

Pursuant to informal consultations with the Staff, and based
~upon the Commission’s commitment to processing the application as
expeditiously as possible to permit the scheduled October
closing, we are herewith submitting a Joint Application ;
requesting Commission approval of the transfer of control. The

2/ ppplication of MCI Adrsi nal of Pennsylvania, Inc., Initial
Decision, Docket No. A-330035 (Apr. 15, 1986) ("MCI Airsignal™),
affirmed in pertinent part, Ruling on Exceptions, May 29, 1993;
Application of Adrsignal International of Pittsburgh, PA, Inc.
and Airsignal International of Philadelphia, PA, Inc., Initial
Decision, Docket No. A-00101365 (Nov. 26, 1979) ("Airsianal ‘
International®}. o : '

¥ See MCI Adrsignal at 6 (non-jurisdictional transfer of non-
utility parent company holding 100% of the stock of a

~ Pennsylvania utility); Adrsignal International at 18-19 (non-
jurisdictional transfer of non-utility company holding 100% of
the stock of the immediate non-utility parent of a Pennsylvania
utility) . o o : ~ DR
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John Alford

g parties are dOing'so as a courtesy to the Commission in response
to its informal request, and by so doing do not waive their

position that the two Airsignal cases control the instant
transaction and that Commission approval is not required to close
the stockkpurchase Moreover, given the parties intent to close
the transaction during October, and the substantial penalties
which will accrue to RCN should closing be delayed, the parties

hereby reserve their rlght under the Aixsignal cases to close the

transaction without prior Commission approval if the Commission

= has not granted approval of the transaction by the txme closing
~is planned.

Should you have any questions concernlng thlS filing, please
do not hesitate to contact me at the above referenced number, or
counsel for the C-TEC companies, Norman J. Kennard, at (717) 238-

'2900

Very*trulyivours;k

\jlani. LAAPv
Jgan L. Kiddoo

. Enclosures

¢ce¢: Alan Kohler, Esq. (PUC)
Mr. Douglas Beebe (PUC)
Debra M Kriete, Esq. (PUC)
Mr. David C. McCourt (RCN)
‘Kenneth E. Gaskins, Esq. RCN/KlEWlt)
Raymond B. Ostroski, Esq. (C-TEC)
Norman J. Kennard, Esq. (Tucker) -
Andrew D. Lipman, Esqg. (Swidler)

119504.%




r\*mt}‘t’f

. BEFORE THE }/gt
PENNSYLVANIA PUBLIC UTILITY COMMISSION .. £ 55
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- Joint Application for Authority
‘For RCN Corporation to Acquire
Control of C-TEC Coxrporation

Application
Docket No. A—310800F0006

To: The Pennsylvania Public Utility Comm1ss1on

JOINT APPLICATION

RCN Corporatlon  ("RCN"); Comﬁonwealth Telepé%%éﬁmggﬁbany
‘(Af310800) ("CTCo"}, Commdnwealth.Long Dlstance Company \A 310071)
("CLD¥), and Paglng Plus, Inc. (A—OO330007) ("ppIM) pursuant to
66 Pa. C.‘S'.A-.‘ § 1102(a) (3) and 66 Pa. c.s.A; § 1901, by their
iindersigned , dounse‘l, 'hereby jéiﬁtl‘y request approval from the
Pennsylvania PubliC‘Utility'Commission of a tranéaction.whereby‘RCN
~, will'adquire‘voting control from the C-TEC Control Group ova-TEC

Corporatieon ("C-TEC") through the purchasefcf,C—TECZCOmen stock .Y

% . S #
s

i Informatlon requested pursuant to 66 Pa C S.A. § 1102(a)(3),
as reflected by Form 52 § 3.551 (A({12)), is set forth herein. For
the Commission’s reference, the parties have included a cross
reference to Form 52 in Exhlblt A hereto

° ®  ORIGINAL
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; QTGQ, CLD and PPI are regulated PennsyIVania  subsidiaries of
coreC¥ e |
The partiés respectfully‘requeét expedited txeatment of this
épplicaticn to pefmit them to consummate the transaction
transferringf control of C-TEC by October 22, 1993.' ‘ As fully
aescribed:herein, RCN, and its parent companies, Kiewit Divetsified
:Gréup; Iﬁc. ("KDG") and Peter Kiewit Sons', Inc. ("PKS“),far@ weil
qualifiédtto,hcld a‘controlling interest in C-TEC and‘its three~
kreguiated Pennsylvania operating companies; and the parties
therefore,submit that approval of the proposed transfer is in the

public interest.

¥ as stated in the letter transmitting this Joint Application
for filing at the Commission, the parties hereto believe that,

 pursuant to 66 Pa.C.S.A. § 1102(a) (3) and at least two earlier

- Commission cases interpreting that provision, this transfer does
not require prior Commigsion approval. Application of MCI
Airsignal of Pennsylvania, Inc., Initial Decigion, Docket No. A-
330035 (April 15, 1986), affirmed in pertinent part, Ruling on
Exceptions, May 29, 1993; BApplication of Airsignal International of
‘Pittsburgh, PA, Inc. and Airsignal International of Philadelphia,
- PA, Inc., Initial Decision, Docket No. A-00101365 (Nov. 26, 1979).
“Pursuant to the informal request of the Commission, and based upon
the Commission’s commitment to processing the Joint Application as

- expeditiously as possible to permit the scheduled October closing,

~however, the parties are submitting this Joint Application
regquesting Commission approval of the transfer of control. The

~ parties are doing so as a courtesy to the Commisgion in response to

its informal request, and by so doing do not waive their position
- that the two Airsignal cases control the instant transaction and
that Commission approval is not required to close the stock
purchase. = Moreover, given the parties intent to close the
“transaction during October, and the substantial penalties which
will acerue to RCN should closing be delayed, the parties hereby
reserve their right under the Airsignal cases to close the
transaction without prior Commission approval if the Commission has
not granted apprsval of the transaction by the time closing is
planned. ' o ' : ‘ E




L THE PARTIES

A. The C- TEC Contro] Grou ,

1 'I‘he‘y transferor, the C TEC Control Group, includes
1nd1v3.dua1s Andrew J. Sordonl, III, William B. Sordoni, Stephen
Sordonl, Charles E. Parente, certain related partles, and varlous
entlt:x.es owned or controlled by them. The C-TEC Control Group owns |
yor :controls a majority voting interest in C-TEC stock. The members
of the Control Group exercise ‘control over C-TEC pursuant to a
Jdoint Voting Agreement in which they have agreed to wvote their
respectlve C~TEC stock interests in unison.?  C-TEC is a publicly
t:raded company organized under the laws of Pennsylvanla, whose
principal offlces are located at 46 Public Square P.O. Box 3000
Wilkes- Barre, Pennsylvan:_a 18703-3000. C-TEC, through, CTCo, CLD
and PPI; is engaged in P”ennsylw}ania in a variety of communic;atioﬁs
gexrvices including localk'telephone service, long distance telephone

service, and paging service.

2. Commonwealth Telephone C’omban‘v._ CTCo provides local
exchange telephone service's, :throughout Wyoning Coimty,
Pennsylvanla, and in portions of Berks, Bradford, Bucks, Carbon,
Chester, Columbla Dauphin, Lackawanna, Lancaster, Lehigh, Luzerne,
Lycomlng, Monroe, Northampton, Schuylk:.ll, Sullivan, Susquehanna,
Tioga, and York Counties. COTCO provides dia‘l—to'ne,' in,traLA'I‘A toll

and network access services to 23,136 business customers and

=4 As an unincorporated group of 1nd3.v1duals and their legal
1nterests, the C-TEC Control Group does not malntaln balance sheets
or income accounts ~




168,448 ‘residentialy customers pursuant to tariffs ‘file:d at the ’

Commission.

3. Cémmonwealth Long Distance Company. CLD provides long
distance telephone services in Northeastern and. Southeastern‘
’Pennsylvania, in the“ coﬁn‘cies of Tioga, Bradford, Susquehanna,
Wayne ; Pike, Monroe, Northampton, Carbon, ’Schuyl kill,
Northumberland, Mountour,, Lycoming, Sﬁllivan, Wyoming, Lackawanna,
Luzerne, Columbia, Lehigh, Bucks, Montgomery, Philadelphia,,
' Delaware and Chester. CLD is currently in the process of éxpanding
its -services to areas throughout Pennsylvania, and ultimately plans
to provide service throughout all Pennsylvania ‘coﬁnti‘es P CLD
‘provides a \}arietiy of long distance services to customers with
1 varylng volume da_scounts and usage minimums which allow customers
‘ to taa.lor lcng distance services to thelr own particular call:z,ng‘
needs to achn.eva significant cost sav:mgs CLD also offea;s certain
" adjunct calla.ng services, such as calling card, travel serv‘ice , and
SCO service.,  CLD currently serves 83,000 residential and 9, 200
bus:mess customers.

4. Paglngv Plus,. Inc. PPI of‘fersi a Va,rie‘ty yéf one-way and
t:wo-ﬂway paging services to customers throughout boroughs, tOWnShips
k,and cities listed in its Radio Paging Tariff PA P.U.C. No. 3,
Supplement 2, Sheets 5-10. Paging service options include Tone .and'

Visual Alert Pagers, Dlgltal Numeric Paging Serv:.ce 'I‘one and V01ce

, Paging Servn.ce, and Alpha Numeric Paging. As of September 7, 1993,

",PPI served 1537 residential, 1751 Commercial, and 273 Service

Industry customers. In addition, it provides service to four

-4~




resellers: Ring Medical (35 units), Metromedia (103 units), Rent

- Anerica (66 units) and Schuylkill Mobilfone (3 units).

 B. RN Corporation

5. The‘ Transferee, RCN Cotporation,’ is a Delaware
corporation whoge principal offices’are located at 75 Eédéral
Sttéet, Boston, Massachusetts 02110. RCN was formed in 1992 to
participate in the provision of high quality communications
services in various seguents of the residential marketplace. RCN
is a wholly-owned subsidiary of Kiewit Diversified Group, Inc.
("KDG"), a holding company organized under the laws of Delaware
~which, in turn, is wholly-owned by Peter Kiewit Sons’, Inc.
| ("PKS"), a Delaware‘ccrporatiohn PKS and KDG are headquartered,at
1000 Kiewit Plaza, Omaha, Nebraska 68131. PKS, one of the Nation's
largest employee-owned companies, is a,diversified.corpération,With
‘businesééé in construction, mining, COmmﬁnications and energy.
Neither RCN, PKS,'nor KDG are affiliated’withtﬁhe traﬁsfexor‘C~TEC
 Control Group in any way. ‘

6. . Financial Qualifications.  PKS and KDG are financially

well qualified tO’COntrOl, through RCN, the various operations of
~ the C-TEC companies. To demonstrate their financial qualifica-
tions, PRS's 1992 Form 10-K is ineluded as Exhibit B hereto, and

PKS's Form 10-Q is included as BExhibit ¢ hereto.¥  The

¥ As a newly-formed company whose business activities to date
have centered around the instant transaction, separate financial
information for RCN is not currently available. Similarly, RCN
does not include a pro forma balance sheet giving effect to the

- b5
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'3196;477,19i ?urchBSe‘price'in this stock tranéactionkwiii.be paia
by RCN with'évailable cash funds ?rdvided by KDG.¥ -It:wﬁll
: therefoie not résult‘in any debt or any other financial burden to R
- O-TEC, its;othex‘éhareholders; or its subsidiaries.' Moreover, the
PKS and KDG bélance sheets contained in Exhibits B and C cléarly
demonstrate the financial vmablllty of the Transferee famlly of
companles. v _

7. Technical and Managerial ﬁalificationsiv PKS'ahdeDGvare
also technically and -managerially well yqualified to control,
: through,;RCN, the wvarious telecommunications operationS‘ of the
~regulated C-TEC subsidiaries. The Board of Directors of RCN
véxémplifies the quélificatioﬁs of the Transferee to assume voting

control of C-TEC.Y Moreover, PKSV~ through. KBG-‘ controls the

L majority ownershlp of MFS Communlcatlons Company, Inc. ("MFSCCH).

| MFSCC was  organized  in ;987 to develop and provide

 transfer of control, or a consolidated income account statement
because RCN as a new corporation does not at this time: separately,.J

maintain its own balance sheets. As an unlncorporated entity,

’Transferor C-TEC Control Group does not maintain a consolidated
income account statement, and does not have a board of directors
and = therefore has no board wminutes approving the transfer. ;
‘Moreover, as holding companies, RCN and C~TEC do not have their own
direct operatlons and therefore have no direct customers.
(Customer information for the three C-TEC Pennsylvania regulated

SubSldlérleS is being provided in Paragraph 1, supzra.)

&l Immedlately prior to. c1081ng, KDG will contribute funds to
cover the stock purchasge price frow its retained earnlngs ‘accounts

" to RCN for the purpose of completing the transactlon See Exhibit
- C, page D-4 (showing that KDG holds $211 million in: cash and cash
"equlvalents and.$745 mllllon in tewporary investments).

¢ A list of the Dlrectors, and a summary of their background‘
‘durlng the last five years, is attached hereto as EXhlblt D.

-6-
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telecommunications services throughout the United States. MFSCC,

through its vérious subsidiaries, provides a wide range of high

- quality wvoice, ‘data and, other enhanced‘ gservices and systems

-specifically designed to meet the requirements of communications-

intensive business and government end users.

Two MFSCC subsidiafies, Metropolitan Fiber Systems of

: Philadelphia; Inc; ("MFS-Philadelphia") and Metropolitane~Fiber
'Systems’ of Pittsburgh, Inc. ("MFS-Pitteburgh"), have"receiVed
;‘Certificates of Publie Convenience and NeceSsityf from the
;Commiésion, to provide télecommunicaﬁionsJ services f~in‘
“Pennsyivaniaul/ In effect, by granting those two CertifiCates the

’Comm1851on has already acknowledged the fltness of PKS and KDG to

control Pennsylvanla regulated telephone companies.

¥ MFS-Philadelphia, A-310004 (March 6, 1991); MFS-Pittsburgh,

A-310005 (Maxrch 6, 1991). At the time those Certificates were

~igsued, PKS, through KDG and MFSCC, owned a 100% interest in the

two Pennsylvanla operating companies. In 1993, approximately 29%

 of the ownership has been placed on the publlc market through an

1n1t1a1 public offerlng




C.  Designated Contacts

8* The designated contacts for questlons concernlng this
application are, for the Transferee RCN~'

Jean‘L ‘Kiddoo
Charles H.N. Kallenbach
Swidler & Berlin, Chartered
3000 K Street, N.W.
Suite 300

- Washington, D.C. 20007

(202) 424-7834 (Tel)
(202) 424-7645 (Fax)

' For CTCo, CLD and PPI:

Norman J. Kennard

Tucker Arensberg P.C.

11l Pine Street

Suite 403

Harrisburg, Pennsylvania 17101

(717) 238-2900 (Tel)
(717) 238-2647 (Fax)

II. REQUEST FOR PERMISSION FOR RCN CORPORATION TO ACQUIRE VOTING
CONTROL OF C-TEC CORPORATION FROM THE C-TEC CONTROL: GROUP

‘9. RCNkan& the C-TEC Control Group‘have~entered into a Stock
~Purchase Agreement ("Agreement") to transfer to RCN the Control

‘ Group 8 aggregate stock 1nterest in. C~TEC of 5 7 mllllon shares of

- C~TEC Common Stock and Class B Common Stock representlnq in the

: aggregate approxxmately 57 percent of the votlng 1nterest and 34

‘percent of the equity interest of C-TEC.¥ In,exchange,for these

 ” RCN, KDG and PKS Boards of Directors approved the acqu1s1tlon
of voting control of C-TEC from the C-TEC Control Group at their

‘meetings on July 30, 1993. Certified minutes of the meetings are

attached as Exhibit E hereto. Because the C-TEC Control Group is
not a corporation, no Board of Dlrectors mlnutes from the Control
Group are attached ‘




(] @
Shéres; RCN will pay to the C-TEC Control Group $196,477,191,
subject‘ﬁo«Certain adjustments as set forth in the Agreement.?
’,10‘  A£ter the stock purchase contemplated in the Agreement is
consummated, RCN will own an aggregate voting interest in‘CLTEC of
greater than fifty ‘pefcent, thus tyrari‘sferring de J_u_r_g control of
C-THEC froﬁ the C~TEC Control Group to RCN. Acdordingly,,this
Application seeks Commission consent to transfer control of C-TEC
and its Cbmmissionfregulated subsidiaries. | |
11, "I:hé stock transaction will ‘aécomplish a chénge‘ in the
underlying ownership of C-TEC.  C—TEC, through its Pennsylvania_ 
ope-rating companies, will continue to provide the same
teleccmmuﬁicationsterViCes, with‘the added benefit of RCN, KDGfand '
PKS’ combined financial, managerial and technical expertise. The
transfer of control of C-TEC will not affect C-TEC’s authorized
' operatianskor cause c:ustémer inconvenience or confusion, and will,

_in fact, be virtually invisible to CTCo, CLD and PPI customers < In

¥ Because Transferor C-TEC Control Group, as stated previously,
ig not a corporation and is not regulated by the Commission, and
because Transferee RCN is a newly formed, privately  held
corporation which is similarly not regulated by the Commission, the

- Transferor and the Transferee do not have annual reports, tariffs,

certificates of notification, applications for certificates of
~ valuation, applications for approval of the issuance of securities,
and securities certificates filed with the Commission.  As
affiliated interests of C-TEC, however, the annual reports,
tariffs, certificates = of  notification, applications  for
~certificates of valuation, applications for approval of the
issuance of securities and securities certificates of CTCo, CLD and
PPI, filed with the Commission, are herein incorporated by
reference.




addition, the rates of CTCo, CLD and PPI, ¢ustomers will not change
as a result of the transaction. 7
12. After the consummation of the transaction, the parties

expect that C-TEC will be led by a team of well-qualified managers

comprised of C-TEC and RCN personnel.’¥ C-TEC will therefore be

able to draw upon both the experience of existing personnel, as

well as the substantial technical and managerial expertise that

~RCN, XDG and PKS will bring to the C-TEC companies, which enhanced

managemernt cOmbiﬁation’will redound to the benefit of C-TEC and
C-TEC’s subsidiaries? customers. The parties expect that the ample
managerial, technical ard financiai'eXpertise of this.management
'/team wil1 improve C-TEC’'s and C~TEC'sféubsidiaries’ operations and

sexvices.

IIT. CONCLUSION

WHEREFORE, for the reasons stated herein, Applicants

respectfully request that the Commission authorize RCN Corporation

“to acquire a majority voting interest in C-TEC Corporation,

- Pursuant to the Stock PurchasékAgreement, C-TEC Control Group
members Andrew J. Sordoni III and William B. Sordoni will resign as

Directors of C-TEC at the time of closing.




Control Group.

Dated:

~ October 1, 1993

including its Commission-regulated subsidiaries, from the C-TEC

Respectfully submitted,

RCN Corporation

Jgan L. leddoo B
gharles H. N Kallenbach
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, FORM 10K
Annual Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

“For the fiscal year endcd g Commission file '
December 26, 1992 o Number 0-15658
- PETER KIEWIT SONS?, INC.
(Exact name of registrant as specified in its charter)
 Delaware ; : 47»02’,10602 :
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(402) 3422052 '
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mcludmg area code)

Secuntxes regxstcred pursuant to Sectlon 12(b) of the Act:
None.
Securities registered pursuant to Sectxon 12(g) of the Act:

Class B Constriiction & Mining Gmup Nonvotmg Restricted
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Class C Construction & Mining Group Restricted Redeemable
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- Clasz D Diversified Group Convertible Exchangeable
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* Portions of the Company’s definitive Proxy Statement for the 1993 Annual Mectmg of Stockholders are
xncorporated by reference into Part 111 of this Form 10-K. : ~ '
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PART I
ITEM 1. BUSINESS.

Peter Kiewit Sons’, Inc. (the "Company") was incorporated in Delaware in

1941 to continue a conmstruction business founded in Omaha, Nebraska in 1884. The

Company entered the surface coal mining business in Wyeming in 1943. Since 1988

' the Company has been developing telecommunication businesses through its

subsidiary, MFS Communications Company, Inc. The Company now has three industry
segments: construction, mining, and telécommunications. Financial information

~ about these industry segments, as well as geographical information,; is contained

{n Note 13 to the Company’'s consolidated financial statements. Each of the
business segments is described below.

, Tn connection with a reclassification of the Company’s securities in
January 1992, the business units of the Company were realigned into a
Construction & Mining Group and a Diversified Group. The Construction & Mining
Group contains the Company’s traditiomal construction operations and Kiewit
Mining Group Inc., which performs mining management services for the Company's
coal mities. The Diversified Group contains coal mining properties,

 telecommunications companies, a minority interest in California Energy Company,

Inc., and miscellaneous invéstments.

CONSTRUCTION

The construction business is conducted by operating subsidiaries of Kiewit
Construction Group Inc., a wholly-owned subsidiary of the Company (collectively,
NKCG"). KCG and its joint ventures perform conmstruction services for a wide
range of public and private customers primarily in the United States and Canada.
New contract awards during 1992 were distributed among the following construction
markets: transportation, including highways, bridges, airports and railroads
{53%), power (11%), buildings (11X), sewer and waste dispesal (9%), residential
{6%), water supply systems (3%), military facilities (3%), and govexmment
facilities (3%), with smaller awards in the dams and reservoirs, marine, and oil
and gas markets. ‘

As general contractors, KCG's operating subsidiaries are responsible for

. the overall direction and management of its construction projects and for

completion of each contract in accordance with its terms and specifications. KCG
plans and schedules the projects, procures materials, hires workers as needed,
and awards subcontracts. KCG generally requires performance and payment bonds
or other assurances of operational capability and financial capacity from its
subeontractors.

 KCG's construction contracts generally provide for the payment of a fixed
price for the work performed. Profit is realized by the difference between the
contract price and the actual cost of construction, and the contractor bears the
risk that it may not be able to perform all the work for the specified amount.
The contracts generally provide for progress payments as work is completed, with
& retainage to be paid when performance is substantially complete. Construction

.
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' contracts frequently contain penalties or 1iquidated damages for late completmn, ,
and infrequently provide bonuses for early completion. , : , o

overnment Conty acts. Public contracts accounted for 742 of the combined
‘prices of contracts awarded to KCG during 1992, Most of these contracts were

awarded by government ageneies after competitive bidding. Most public contracts

are subject to termination at the election of the government. In the event of
‘termination, the contractor is entitled to receive the contract price on
completed work and reimbursement of termination related costs; plus a reasonable

“profit on such amounts.  The volume of available government work is affected by

budgetary and political considerations. A significant decrease in the amoumt of

new government contracts, for whatever reasons,,would have & materxal adverse, e

effect on KCG

Demand. 'l‘he volume and profit:abi.lity of KCG's construcm.on work dependsﬂ ,
to a.significant extent upon the general state of the economies of the United =

" States and Ganada, and the volume of work available to contractors. Fluctuating -

demand cycles are typical of the industry, and such cycles determine to a large
extent the degree of competition for available projects. KCG's eonstruction

“operations could be adversely affected by labor stoppages or shortages adverse

weather conditions, shortages of supplies, or governmerital actien. KCG enters

into joint ventures to efficiently allocate expertise and resources among the~A,g
‘venturers and to spread risks associated with particular projects. In most joint .

-ventures, if one venturer is financially unable to bear its share of costs and
-expenses, the other venturers may be required to pay those costs and expenses.
KCG prefers to act as the sponser of joint ventures. KCG's share of Joint
venture revenue acgounted for 16% of its 1992 total revenue.

" Locations. KCG structures its construction operations around 23 principal
operating offices located throughout the U.S. and Canada, with headquarters in

~ Omaha, Nebraska. Through its decentralized system of management, KCG has been

able to quickly respond to changes in the local markets. Although the Company
seldom does -internationdl  construction work, a subsidiary is currently -
participating in the construction of railroad tunnel under Denmark’s Great Belt-
Channel. In addition, the Company is currently managlng constructzon work 1n"
Mex1co and Talwan o v

Backlog At the end of 1992, KCG had a backlog (work conrracted for but
not yet completed) of $2.2 billion. Of this amount, $950 million is not expected
to be completed durlng 1993. Backlog was $1.9 bllllon at: the end of 1991.

‘Gompetition. The construction industry is highly competxtxve and lacks

firms with dominant market power. A substantial portion of KCG's business

involves construction contracts obtained through ~competitive bidding. B

- contractor’s - competitive position is based primarily on its prices for

‘construction services and its reputatlon,for'quality;‘rellablllty and timeliness.
For 1991, Engineering News Record ranked KCG as the 2lst largest contractor in

~the United States. It ranked KCG Sth in the transportation market and 5th in the

domestic heavy construction market. These rankings were based on the combined
prices of contracts awarded in 1991. The U.S. Department of Commerce reports
‘that the total value of construction put in place in 1992 was $429 billion, - .
KCG’s U.S. revenues for the same period were $1.7 billion, or 0.4% of the total

S




~ market. In 1992 KCG had 267 contract awards, three of which had a contract price
~ exceeding $50 million, and the average contract price was $5 million.

Properties. KCG has 23 district offices, of which 13 are in owned
faci‘lities and 10 are leased. KCG owns or leases numerous shops, equipment
»yards, storage facilities, warehouses, and construction material quarries. Since
construction projects are inherently temporary and location-specific, KCG owns
‘approximately 1,000 portable offices and shops, and 500 transport trailers. KCG
has a large equipment fleet, including approximately 3,000 trucks, pickups, and
automobiles, and 1,500 heavy construction vehicles, such as graders, scrapers,
backhnes, and cranes.

MINING

The Company is engaged in coal mining through its subsidiaries, Kiewit
Mining Group Inc. ("KMG") and Kiewit Coal Properties Inc. {"KCP"). KCP has a 50%
interest in three mines, which are operated by KMG. Decker Coal Company
("Decker") is a joint venture with Western Minerals, Inc., a subsidiary of NERCO,
Inc. Black Butte Coal Company ("Black Butte") is a joint vernture with Bitter
Creek Coal Company, a subsidiary of Union Pacific Corporation. Walnut Creek
Mining Company ("Walnut Creek") is a general partnership with Phillips Coal
Company, a subsidiary of Phillips Petroleum Company. The Decker Mine is located
in southeastern Montana, the Black Butte Mine is in southwestern Wyomxng, and the

“Walnut Creek Mine is in east-central Texas. Kiewit also has interests in two
-smaller coal mines, a gold mine, and construction apgregate quarries.

Leases. The coal reserves and deposits of the mines are held pursuant to
~leases with the federal government through the Bureau of Land Management, with
- two state governments (Montana and Wyoming), and with numerous private parties.

Production and Distribution. The coal mines use the surface mining method.
During surface mining operations, topsoil is removed and stored for later use in
iand reclamation. After removal of topsoil, overburden in varving thicknesses

is stripped from above coal seams. Stripping operations are usually conducted
by means of large, earth-moving machines called dragli‘nes, or by fleets of
trucks, scrapers and power shovels. The exposed coal is fractured by blasting
“and is loaded into haul trucks or onto overland conveyors for transportatlon to
processing and loading facilities. Coal delivered by rail from Decker originates
_on the Burlington Northern Railroad. Coal delivered by rail from Black Butte
g origlnates on the Union Pacific Railroad. Coal is also hauled by trucks from
. "Black Butte to the nearby Jim Bridger Power Plant. Coal is delivered by trucks
- from Walnut Creek to the adJacent facilities of the Texas-New Mexico Power
. Company. SIS -

Gustomers. The coal is sold primarily to electric utllltles, which burn
¢oal in order to generate steam to produce electricity. Approximately 90% of
sales are made under long-term contracts, and the zemainder are made on the spot
market. Approximately 55, 58, and 60 percent of KCP's revenues in 1992, 1991 and -
1990, respectively, were derived from long-term contracts with Commonwealth
Ed:.son Company (with Decker and Black Butte) and The Detroxt Edison Company (with
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. Decker). The dominant customer of Walnut Creek is the Texas-New Mexico Power
-~ Company. SRR : ‘ R D
- Contracts, Customers enter into long-term contracts for coal primarily to '
. secure a reliable source of supply at a predictable price. KCP's major long-texm -
. -contracts have remaining terms ranging from 7 to 36 years. A ma] ority of KCP's
" ‘long-term contracts provide for periodic price adjustments, The price is.
‘typically adjusted through the use of wvarious indices for items such as
 materials, supplies, and labor. Other ‘portions of the price are adjusted for
changes in production taxes, royalties, and changes in ‘cost due to mnew
legislation or regulation, and in most cases, such cost items are passed through
 directly to the customer as incurred. In most cases the price is also adjusted
 based on the heating content of the coal. R N T e

LS

e . Coal Production. Coal production comenced at Decker, Black Butte, and =
' Walnut Creek in 1972, 1979, and 1989, respectively. Total production in 1992 at
~-Decker, Black Butte, and Walnut Creek was 11.8, 6.3, and 1.8 million tems, = .
respectively. el T e
e Revenue. - KCP's tgtal revenue in 1992 was $234 million. Revenue
~ attributable to Decker, Black Butte, Walnut ‘Greek, and other mining operations
i 'Was~$94~milli0n5‘$110%miliion; 618 million, and $12 million, respectively.

AL Backlog. At the end of 1992, the backlog of coal sold under KCP's long- - . .
. ~tevm contracts approximated $2.3 billion, based on December 1992 market prices. . . .-
. 0f this amount, approximately $198 million is to be sold in 1993, - 0
. Reserves. At the end of 1992, KCP's share of assigned coal reserves at
- Decker, Black Butte, and Walnut Creek was 190, 61, and 91 million toms,
‘respectively. Of these amounts, KGP's share of the comnitted reserves of Deckexr,
" Black Butte, and Walnut Creek was 83, 8, and 23 million tons, respectively.
Assigned reserves represent coal which can be mined using KCP's current mining
. practices. Committed reserves represent KCP’s maximum contraetual amounts,
" These coal reserve estimates represent total proved and probable reserves. =

; Competition. The coal industry is highly competitive. KCP competes mot - -
only with other domestic and foreign coal suppliers, some of whom are larger and
have greater capital resources than KCGP, but also with alternative: methods. of

' penerating electricity and alternative energy sources. In 1991, KCP's production
~ represented 1.7% of total U.S. coal production. . . o L

 Demand for KCP's coal is affected by economic, political and regulatory
. factors. For example, recent "clean air" laws may stimulate demand for low =
. sulphur coal, while proposals to enact a federal "BTU" tax may place coal at a b
. competitive disadvantage to alternate fuels, such as natural gas. G
 KCP's western coal reserves generally have a low sulfur content (less than
one percent) and are currently useful principally as fuel for coal-fired steam- '
electric generating units. KCP's sales of its wbstern coal, like sales by other . . =
western coal producers, typically provide for delivery to customers at the mine. -
A significant portion of the customer’s delivered cost of coal is attributable
_to transportation costs. Most of the coal sold from KCP's western mines is




currently shipped by rail to utilities outside Montana and Wyoming. The Decker
and Black Butte mines are each served by a single railroad. Many of their
western coal competitors are served by two railroads and such competitors’
customers often benefit from lower transportation costs because of competition
between railroads for coal hauling business.

Other western coal producers, particularly those in the Powder River Basin
of Wyoming, have lower stripping ratios (i.e. the amount of overburden that must
be removed in proportion to the amount of minable coal) than the Black Butte and
Decker mines, often resulting in lower comparative costs of production.

Environmental Repulation. Kiewn: is required to comply with various
federal, state and local laws and regulations concerning protection of the
environment. KCP's share of land reclamation expenses in 1992 was $6 million.
KCP's share of accrued estimated reclamation costs was $94 million at the end of
1 1992. Kiewit does not expect to make significant capital expenditures for

environmental -compliance in 1993. Kiewit believes its compliance with
environmental protection and land restoration laws will ‘not affect its
competitive position since its competitors in the industry are similarly affected
by such laws.

TELECOMMUNYCATIONS

The Company’s subsidiary, MFS Communication Company, Inc., ("MFS") is the
largest provider of local competitive access services in the United States. As
an integrated telecommunications company, MFS provides a wide range of services
to communications-intensive business and ' government wusers. Although MFS
currently is wholly-owned by the Company, options to purchase shares have been
granted to MFS* employees and on March 11, 1993, MFS filed a registration
‘statement with the U.S. Securities and Exchange Commission seeklng permission to
conducl: a public offering of shares.

MFS operates in two business segments: telecommunications services and
network systems  integration and  facilities  management = services.
Telecommunications services are provided by three subsidiaries: MFS Telecom,
Inc., MFS Intelenet, Inc.,  and MFS Datanet, Inc.  Network systems :mtegratmn
services are provided by MFS Network Technologies, Inc. ,

MFS Telecom. MFS Telecom currently operates telecommunication networks in
14 metropolitan areas: New York City, Los Angeles, Chicago, San Francisco,
-Philadelphia, Boston, Washington, D.C., Dallas, Houston, Minneapolis, Baltimore,
Pittsburgh, Atlanta and northern New Jersey. At the end of 1992, MFS Telecom
provided service to over 600 businesses, including many of the nation’s largest
corporations and government agencies. MFS Telecom networks cover approximately
850 route miles, including approximately 38,500 miles of optical fiber. MFS
Telecom networ"ks connect approximately 1100 office buildings.

MFS Telecom initially constructs networks in the central business districts
of major cities where the highest concentration of voice and data traffic is
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found. MFS first constructs a backboné, »’ :coﬁsisting of one or more physica]_. r_ihg’s

of fiber optic cable, which originate and terminate at a central node owned by
MFS Telecom. Office buildings are connected by fiber extensions to the backbone.

Most buildings contain & remote hub, where MFS Telecom electronic equipment is

located. Within each building, MFS Telecom-owned internal wiring connects the
remote hub to the customer premises. Customer equipment is then connected to MFS

Telecom-provided electronie equipment. Also comnected to the network are the
- facilities of long distance carriers. T Sk : T

" The network backbones are generally installed in underground conduits owned

by MFS Telecom or leased from third parties, such as utilities, local governments

and transit authorities. MFS Telecom locates its remote hub electronic equipment

“either in a room leased from the building owner or on a customer’'s premises.
Significant features of the networks include:

) Backbones which are 100 percent fiber optic and digitally
based, allowing for high-speed, quality transmission of voice,
data and video telecommunications; o :

'# . Route diversity for disaster ‘pfbte\ctipn by gené,rally usiﬁg two
separate simultaneous paths for telecommunications traffic
between any points on the network backbone; S

¢  Redundant electronics for high-speed circuits which become

‘ pperational'in the event of failure of the primary components;
] Network reliability with availability exceeding 99.99%; and
L2 'I'wexity four-hour monitoring by an adva'nce‘d; network operations

control center located in Oakbrook Terrace, Illinois.

Generally, MFS Telecom offers three varieties of special access and private :

line services:

@  Long distance carrier-to-long distance ecarrier circuits
~ {special access), which use high capacity lines to transmit
traffic between long distance carrier facilities; :

¢  End user-to-long distance carrier circuits ‘(sp.,e‘a‘cial ‘access),
which generally use medium to high capacity lines to connect
business and government end users to long distance carriers;

and
e End user-to-end user circuits (private line), 'w‘hi‘chgene"rally
use. low to 'medium capacity  1lines to <connect end user:
facilities. ' ‘ ' ' B

MFS Telecom customers typically contract for special access and private line
services at a one of three standardized transmission speeds over dedicated

gircuits. Transmissjons over these unswitched circuits do not pass through the
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facilities of the local telephone company and therefore are not subject to
certain dccess charges.

‘ In response to customer demand and as regulatory developments permit, MFS
intends to continue to add buildings to existing networks, extend existing

-networks to suburban areas, develop or acquire metworks in other metropolitan

areas, and offer new services.

MFS Datanet. 1In 1992, MFS developed two mew service offerings which
utilize its existing fiber optic networks. Through MFS Datanet, MFS offers high-
speed data communications services, including an innovative service dssigned to
‘connect geographically separate local area networks at the same mative speed and
protocol at which each local area network operates. Beginning in the third
guarter of 1993, MFS intends to offer high-speed data communications services
among all cities in which MFS Telecom currently has networks.

MFS Intelenet. MFS recently formed MFS Intelenet to provide a single
source for comprehensive telecommunications services to small and medium sized

businesses with quality and pricing levels comparable to those achieved by larger

communications users, Since the divestiture by American Telephone and Telegraph
Company of its local telephone system in 1984, organizations have been faced with
an increasing variety of choices in telecommunications product;s,' seirrvices and
providers. While large organizations have generally responded by developing in-
house staffs to manage these choices, MFS beljeves small and medium sized
businesses may lack the resources to devote full time staff to this task. MFS
intends to begin providing this comprehensive telephone service over its New York

. City network in the third quarter of 1993. MFS believes that currently there is

no provider of such comprehensive services utilizing its own local matworks.

: MES Network Technologies ("MFS-NT").  MFS-NT provides network systems
integration services. MFS-NT designs, engineers, develops and manages the
installation of MFS' fiber optic networks and network expansions. MFS-NT also
offers to third parties its network systems integration services and, in certain
cases, turn-key facilities management services, providing independent single
source  solutions to complex multi-discipline communications needs.  MFS-NT
network systems integration projects include remote interactive learning
facilities for the State of Iowa, combined cable television-telephone networks
in the United Kingdom, and security systems throughout the United States. MFS-NT
is also actively developing communications components for intelligent vehicle
highway systems in a venture with Texas Instruments, Incorporated. MFS-NT had
third party backlog of $74 million at the end of 1992. A substantial portion of
the backlog is related to federal, state or local government contracts. Although
some of these contracts are subject to cancellation and/or to a revision of
funding, MFS-NT believes that it is adequately protected for all incurred costs
and the costs of termination. ‘

-~ Customers. MFS Telecom's customers are primarily long distance carriers,
business end users, and government end users. During 1992, MFS Telecon'’s top ten

‘customers accounted for approximately 55% of its total recurring revenue. MFS-
NI's third party customers include major local and long distance carriers, cable
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, ‘ rators,‘ government units, and 1argef corporations. During '1992,
teieﬂfionoggsact with the State of Iowa accounted for 42% of MFS' consolidated
'MFS-NT's contis ‘ : SRR
revenues.

) . ef't;o" In each of its markets, - MFS Telecom faces significant
» RPN o tion fo]‘_' " ) . S
;:zﬁecibcal telephone companies, which currently dominate  their . local

telecommun . R N , e s L ,
access sexrvices is based primarily on the quality and reliabililty of the network

facilities, customer service, response to customer needs, service features and

price, and is not based on any proprietary technology. As a result of the
comparatively recent installation of its fiber 'eptfic networks, its dual pa@:h
architectures and the state-sf:-the-art technology used in its networks, MFS
Telecom may, in some cases, have cost and service quality advantages over some
currently available local telephone company networks. MFS-NT’s primary metwork
systems integration and facilities management competitors are the regional Bell
operating companies, long distance carriers, equipment manufagturers and major
independent telephone companies. e ' - s ~

Regulation. MFS is subject to‘v;rying degrees of federal, state and local

~regulation. MFS is not subject to price cap or rate of réturm teguiation;'hqr '
is it currently required to obtain Federal Communicaticn Commission ("'FG{C")V
authorization for installation or operation of its network facilities. MFS had =

'mot been required to file tariffs at the FCC for doméstic serviee, but as a

syesult of a recent court decision, MFS is now required to file imterState'tariffé’

on ‘an ongoing basis. MFS subsidiaries that provide intrastate service are

generally subject to certification and tariff filing requirements by state

regulators.
OTHER OPERATIONS
’ENERGY-

Kiewit Energy Company ("KEG"), a Company subsidiary, owns approximately 7.4
million common shares (approximately 21 percent of the outstanding shares) of
California Energy Company, Inc. ("CE"), which is traded on the American Stock

Exchange. KEC also owns 1,086 shares of CE voting convertible preferred stock;

in 1991 KEC purchased for $56 million, 1,000 preferred shares om which dividends
at an 8.1252 rate have been paid in the form of 86 additional preferred shares.

KEC alsc has options to purchase 5.5 million common shares. In 1991, KEC and

affiliates agreed not to acquire more than 49% of CE voting stock before March
1996. Under the same stockholder agreement, KEC was entitled to nominate three

of the 12 members of the CE board of directors. KEC's nominees, Walter Scott,

Jr., Richard R. Jaros, and James Q. Crowe, were elected and continue to serve as

directors. CE develops geothermal and other environmentally responsible power
-generating facilities. CE currently operates five geothermal facilities in the

western states, producing in excess of 250 megawatts of electricity.
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INFORMATION SERVICES

PKS Information Services, Inc. ("PKSIS") is a subsidiary owned by the
Company (96 percent) and PKSIS employees (4 percent). In addition to providing
information services to the Company and its subsidiaries, PKSIS provides remote
computing services, or "computer outsourcing”, to users of IBM and DEC systems.
The primary focus of PKSIS is on the systems operations segment of the computer
outsourcing market. Voice and data telecommunications services and professional
services practices are in place to support existing and prospective customers.
PKSIS provides these services to firms who choose to avoid the capital and
personnel costs of operating their own computer centers. In 1992, 44 percent of

PKRSIS' revenue was from external customers. PKSIS operations and computing
equipment are located in a specially designed 50,000 square foot computer center
ifi Omaha, Nebraska. , :

GENFRAL INFORMATION

, Environmental Protection. Compliance with federal, state, and local
provisions regulating the discharge of materials into the environment, or
otherwise relating to the protection of the environment, has not and is not
expected to have a material effect upon the capital expenditures, earnings, or
competitive position of the Company and its subsidiaries. :

 Employees. At the end of 1992, the Company employed approximately 7,600
people -- 3,600 in construction, 1,000 in mining, 500 in telecommunications, 100
in information services, and 400 in corporate positioms.

ITEM 2. PROPERTIES.

- The properties used in the construction segment are described under a
separate heading in Item 1 above. Properties relating to the Company’s mining
and telecommunications segments are described as part of the genmeral business
descriptions of those segments in Item 1 above. The Company considers its
properties to be adequate for its present and foreseeable requirements.

. ITEM 3. LEGAL PROCEEDINGS.

General. The Company and its subsidiaries are parties to many pending
legal proceedings. Management believes that any resulting liabilities for legal
proceedings, beyond amounts reserved, will not materially affect the Company’s
financial condition. ‘

Envirenmental Proceedings. In a large number of proceedings, the Company
or its predecessors is one of numerous defendants who may be "potentially
responsible parties" liable for the cleanup of hazardous substances deposited in
landfills or other sites. Management believes that any resulting liabilities for
environmental legal proceedings, beyond amounts reserved, will not materially
affect the Company's financial condition.

Whitney Litigation. In 1974, a subsidiary of the Company ("Kiewit"),
entered into a lease with Whitney Benefits, Inc., a Wyoming charitable
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'corporation ("Whitney“)
coal deposit underlying approximately 1,300 surface acres in Sheridan County,

Whitney is the oﬁner, and Kiewit is the lesses, of a

Wyoming. The coal was rendered unmineable by the Surface Mining Control and
Reclamation Act of 1977 ("SMCRA"), which prohibited surface mining of coal in

_alluvial valley floors significant to farming and located west of the hundxedth;f

. meridian. The Whitney-Kiewit coal deposit is located within the Tongue River

alluvial valley floor. In 1983, ‘Kievit and Whitney‘filed an. action, now titled
Unit

Egitnez Benefits,. Inc. and Pete

U.S. Claims Court. Plaintiffs alleged that their coal had been "taken" within
the meaning of the Fifth Amendment upon the enactment of SMCRA in August 1977.

They sought just compensation for that taking. In Gctober 1989, the Claims Court

ruled that a taking had occurred and awarded plaintiffs the 1977 fair market
value of the property‘(calculated to be $60 million) plus interest. In February
1991, the U.S. Court of Appeals for the Federal Circuit affirmed the decision of
the Claims Court. In November 1991, the U.S. Supreme Court denied certiorari.

- The effect o£ the denial was to 1eave intact Lhe Claims Court decision.

The Claims = Court lltlgatlon continues. ‘with respect to- whether the

plaintiffs are entitled to simple interest or compound interest on the $60

million judgment. Simple interest for the period August 1977 through December

1992 would be approxlmately $96 million. Compound interest for the same perlod i

would be more than twice that amount.

The government has flled two post-trial. motlons in the Clalms Couxrt. 1In-

March 1992, the government requested a new trial to redetermine the value of the
property. Im June 1992, the govermment filed a motion based upon 28 U.S.C. §1500

to reopen and set aside the 1989 judgment as woid and to dismiss plaintiffs’ )

complaint for lack of jurisdiction. In August 1992, the Claims Court indicated

_ that both motions would be denied. A written order has not yet been entered
* The government may appeal from the order. :

Kiewit and Whltney have agreed that Kiewit will receive 67 b percent and'

Whitney will receive 32.5 percent of any award. It is not presently known when

these proceedings will be concluded, what amount will be awarded to KieW1t, ner - -

when payment of that amount will ocecur.
ITEM 4, eSUBMISSION OF MATTERS.TO‘A'VOTE OF SECURITY;HOLDERS‘
 No matters were submltted.to a vote of securlty holders dur1ng the fourth

quarter of 1992.

ExECUTIvé OFFICERS OF THE REGISTRANT.

The table below shows information as of March 19, 1993 about each

_executive officer of the Company, including his business experience during the
- past five years (1988 <1993). The GCompany considers its executive officers to be

its dlzectors who are employed by the Company or one of its subsidiaries. The
Company’s directors and officers are elected annually and each was elected on
June 6, 1992 to serve until his successor is elected and quallfied or until hls

' death re31gnat10n or remgval.
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faﬁe ~ Business Experience R Age
Walter Scott, Jr. Chairman of Board and President ; 61
William L. Grewcock  Vice Chairman - . 67

ki Charlés H. Campbéll Vice Chairman (since 1992)
= Executive Vice President (1988-1992) 61
Robert E. Julian,k Executive Vice President-Chief Finaﬁcial : ‘ 53

Officer (since 1991); Vice President-
Chief Financial Officer (1988-1991);
Treasurer (since 1990)

Kenneth E. Stinson Executive Vice President (since 1991) 50
: : Vice President (1988 - 1991)

‘John Bahen Division Manager; Mr. Bahen is employed 65
' " as the President of Peter Kiewit Sons Co.
Ltd. (a subsidiary) '
Richard Geary Division Manager; Mr. Geary is employed 58
: “as the President of Kiewit Pacific Co.
(a subsidiary)

~ Leonard W. Kearney Division Manager : ; 7 52
PART 11

}fTEM‘ 5. MARKET FOR REGISTRANT'S COMMON EOUITY‘, AND RELATED. STOCKHOLDER MATTERS.

Market Information. There is no established public trading market for any
¢lass of the Company'’s common stock. Under the Company’s Restated Certificate
of Incorporation, new Class B and Class G shares can be issued only to Company
employees and can be resold only to the Company at a formula price based on the
book value of the Construction & Mining Group. The Company is generally required
to repurchase Class B and Class C shares for cash upon stockholder demand. Class
D shares have a formula price based on the book value of the Diversified Group.
The Company must generally repurchase Class D shares for cash upon stockholdex
‘demand at the formula price, unless the Class D shares become publicely traded.
Although the Class D shares are predominantly owned by employees and former
employees, such shares are not subject to ownership or transfer restrictions.
In connection with a reclassification, effective January 8, 1992, each old Class
B or Class C share was exchanged for one new Class B or Class C share and one new
Class D share. ‘ ‘ '
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The formula prices of the Company s cbmmon stock (after subtractxng,

dividends) were:

‘ 1991 - - $43.55 pexr old Class B or Class C share ’
' 1992 - $14.00 per new Class B or Class share Y
' $46 25 per new Class D share i S

gvidends, Durlng 1991,and 1992 the Company/paid the followiug dividends
‘ on 1ts common stock: e , ,

50 per sld Class 8 br Class C shéref"

Jaﬂuaryks, 1991. $D,5
May 1, 1991 0.50 per old Glass B ox Class G share
January &, 1992 0.50 per old Class B ox Class € share
' ‘May 1, 1992  0.15 per new Class B or Class C share
- May 1, 1992 0,35 per new Class D share
June 1 1992 1.00 per new Class 4 share‘,~

Holders. On Mardh 10, 1993, the Company had the followlng number ofﬁV:

stockholders for'each ¢lass of‘lts common stock“>

Class B - * ;4 holders |
Class C - 1,166 holders

~Class D " 1,223 holders
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. ITEM 6. SELECTED PINANCIAL DATA.

PETER KIEWIT SONS’, INGC.
SELECTED GONSOLIDATED FINANCIAL DATA

The Selected Financial Data of Peter Kiewit Sons®, Inc. (”PKS”) and the Klewit
Construction & Mining Group (”B&C Stock”) and the Kiewit Diversified Group ("D
Stock”) appear below and on the next three pages. The consolidated data of PKS
' are presented below with the exception of per common share data which is
‘presented in the Selected Financial Data of the respective groups. ~

tdollars: in milliens, : L . Fisecal Year Ended

_eiteept ex share dmounts) . - 1992 1991 .1950 1989 1688 Q)
“Results of Operations: . ) ;
Reveénue ' : § 2,020 § 2,086 $1,917 . §$'1,701 . § 1,598

Barnings £from eontinuing
operations before cumulative

effect of change in dccounting

principle 150 ' 49 108 - 92 . ap2
Net earnings ' 181 481 80 140 240
*Financial Position: k . '
Total assets . 2,599 2,632 2,966 - 3,762 3,558
Current portion of lohg-term ) . ) ' ‘
debr : ‘ 3 15 31 178 76
" Long-term debt, less curzént ;
portion . 30 110 - 269 302 431
" Stackholders’ equity (23 1,458 © 1,396 1,185 1,141 1,148

(1) In 1988, the Company ’reskolved; certain claims a“n‘d litigation with several

customers relating to coal sales agreements. The disputes related
primerily to the pricing, payment and delivery provisions of the
dagreements. . The Company received approximately $300 - million in

settlement of the disputes which is reflected in reven'ue‘

(2) The aggtegate redemption value of common steck at December 26, 1992 was
$1.4 billion. ‘ :
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KIEWIT CONSTRUCTION & MINING GROUP
 SELEGTED FINANGIA'L DATA

L ~The. foll.owi.ng selected financial data fm: ‘each of the years in the period
. 1988 to 1992 have been derived from audited financial statements. ‘The historical
~-financial information for the Kiewlt Construction & Mining and Kiewit Diversified
@roups supplements the consolidated financial information of PKS and, taken -
. ‘together, includes all aceounts which compri.se the ccrresponding consolidatad‘“ =
. financial fmformation of PKS. ; :

(do!.lats mm.llions, S IR R R I _Fiscal Year Endcd

©_except per share amounts) . o 1998 o 1901 198D h19$9» S ,,‘1998 -
Results of Operatienst . . .~ ~ : o B R : '
" Revenue co $1,670 $1,83 $1,671  §$L,481  § 1,205

Esrhings before cumulative
’ effeet of change ih ag¢counting: : ) B B i ’
‘prlncipln“‘  - ; P 69 a3 s sz 3
Net earnings ) S 2 2 s7 sz e
"Pe:lCdmméh:Shateifij: ; k : e R :
© | Bappings: before cumolativé effect.

&£ charge i aesountifig fpzin:ciﬁh . ; ’ R O 1 B RN Ut - R RRERERE T8y St 2;13‘,‘ ‘ b 120
Net earmings ey ; Cets 0 raz o zar 233 1a0
Dividends (2) SRR P EE I T { 0.30 025 636 625
Stock price (33 o 16.70 1440 10,35 840 7.38
- Book value' ' ; a1 1e2s 488 12065 1095
Financial. Posirien: ' ‘ ) ; . ‘ ’ - ; : o ; v
Total assets’ ) - : S it 84 S ‘7'6'2“ . BI8  B74
Current portion of long-terd R S R SR :
debe o e N P . 28 27
Long-texn debr.kk,i less current ’ o ‘ Ces ’ . PR
portien SRRPCART A 1z a3 Yt U T o
Steckholders’ equity (4) o Sy o o8 3 300
Formila value (3) _— LR 351 L2909 wme o as 218
(1‘) - In s:ormectloh ui:h t:he January 8, 1992 reorganlzaticm, euch share of previous B and c Sx:ock wag :xch:msed :

for one share of hew BiC Stock and one share of new D Stoek. Therefore, for purposes of ¢omputing BLC
Stoek per shate data, the number of’ shares for years 1988-£0 1991 are assuned to be the same as the
cotresponding number of shares of previous B and € Sreek, Fully diluted eamings per share hnve not Imen
pzesem:ed because Lt is net ma:erially diffe::ent from primazy ea'-nings pex share.

423 The 1992 dividends inc ude $.30 for dividends declared In 1992 but paid January 5, 199:3. Years 1988 to

1991 ‘refiect dividends paid by PKS on.its previous B and € Stock that have been arrributed to Kiewiv

Construetion & Minirg Group and Kiewit Diversified Group basad upon the relative .fomula values. of each

group which were determined at the ‘end of each preceding year. Accordingly, the: dlv!.dcnds may bedr no
o relationship to the dlvidends that weuld have been declared by :he Board in su::h years had thﬂ néw B&C
T . Stock and the hew D Stock been butstandmg; : :

(39 Pursuant to the ‘Restated Curtificate of Incbzpnra\.ion, the stopk price and £omul& ‘value. calculauc:\s :
are compuced anniually at :he end ‘of the Eiscal year. . : ;

{h) Owner_-ship af the “BLC Stoek is resttic;tcd to cextain employees cqnditioned upon the gxecut;{oh of
repurchase sgreements which restrict the employeés from trmsfetrlng the stock.  PK5. 18 comnitted to
. purchase all BLC Sreck at the amount computed, whefi put to PKS by & stockholder, in accoxd.‘mce with
provisions of the repurchase agteements‘ The aggregate xcdemption value of the B&G Steek an Decembar

26 '1992 was: 5351 millibn. .
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KIEWIT DIVERSIFIED GROUP
SELECTED FINANCIAL DATA

The following selected financial data for each of the years in the period
1988 to 1992 have been derived from audited financial statements.
financial information for the Kiewit Diversified and Kiewit Construction & Mining
Groups supplements the consolidated financial information of PKS and,
togethér, includes all accounts which comprise the corresponding consolidated
- financial information of PKS.

(dellars “in millicons.

1992

 Piseal Vear Endsd

The historical

taken

cexcept per share amountsy 1991 . 1990 1989 i 1§8é(1)
_‘iig‘sults of Opexatiens:
Revenue $ 349 § 252 $ 246 § 220 $ 393
Eamings i'x:om contiinGitig ‘ ) ) e
operaticus befors cumnlative
effect of change in sccounting
prineiple 81 26 51 %0 169
Net eagnings - 99 418" 23 88 207
Per Comnon Share (2): ‘ ‘
Eagnings from continuing operxcions
beio,te eumulative effect of change :
in secounting prineiple 4,60 1.26 3.260 1.63° 6,12
Net earnings ‘ 4.92 20.30 1.03 3.59 7.50
Dividends (3} 1.95 0.70 0.70 0.90 0.55
Stock price (LY 50.65 47.85 35.00 32.65 29,45
. Book value 50.95 47.983 35.75 33.47 30.190
Financial Position: : .
Totak assets 1,259 1,801 2,204 3,084 2,984
Gurrent portion of lohg-term ‘
débt 1 B 16 152 49
Lofig~term &ébt; less cugrent :
v pertion 18 97 255 291 517
Stockholders’ equity (5) 1,021 996 835 828 BN
Formula value (4) 1,021 996 835 @28 B4B.
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' In 1988, the Group resolved certain claims and litigaticn with several
primarily to the pricing, payment ‘and delivery provisions of the

 agreements, The Group received approximately $100 million in settlement
of the disputes which is reflected in revénue. e Y

- per share data, the number of shares for years 1988 o 1981 ar

it is not materially different from primary earnings pi

. RIEWIT DIVERSIFIED GROUP
 SELECTED FINANCIAL DATA
8 - {Continued) f

customers relating to coal sales sgreements. The 'disputes related

Tn connection with the January 8, 1992 recrganization, each share of
- previous B and G Stock was sxchanged for one share of new B&( Stock and

one share of new D Stock. Therefore, for purposes of computing D Stock
ssumed
and C

to be the same as the corresponding number of shares of p evious ]

Stock, Fully diluted earnings per share have not been presented because
share.

The 1992 dividends im‘:.luae' -$j.,535 for dividends :&éciéi:eéif in 1992 }Si‘l‘t."p_aid

January 5, 1993. Years 1988 to 1991 reflect dividends paid by PKS on its

previous B and C Stock that hav been attributed to Kiewit Diversified -
- Group and Riewit Construction & ‘Mining Group based upon the. relative
 formula values of each group which were determined at the end of each

preceding year. Aceordingly, the dividends may bear no relationship to.
 the dividends that wonld have been declared by the Board in such years.
 had the new D Stock and the new B&C Stock been outstanding.

 Pursuant to the Restated Ceztif;icate of Iné:orpcmtibri{‘thé stock price’
- and formula value calculations are computed annually at the end of the.

fiscal year.

Until public trading begins, PKS is generally committed to i)uréhé-s,é all

D Stock at the amount computed, in accordance with the Restated

Certificate of Incorporation, when put to PKS by a stockholdex. The

. aggregate redemption value of the D Stock at December 26, 1992 was $1.0
billion. F - RN ; : , :

‘

]
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S DISC IN_AND ANATYSIS OF FINANGCTIAL CONDITION
AND RESULTS OF 0P§RATIONS .

Separate management's discussion and analysis of financial condition and
- .results of operations for the Kiewit Construction & Mining Group and the Kiewit
‘piversified Group have been filed as Exhibits 28.1 and 28.2 to this report. The
Company will furnish without charge a copy of such exhibits upon the written
request of a stockholder addressed to Stock Registrar, Peter Kiewit sons’, Inc.,
1000 Kiewit Plaza, Omaha, Nebraska 68131.

Revenue from each of the Company*s business segments was {in millions):

1962 , 1991 1990

Construction $ 1,65% - $ 1,825 $ 1,682
 Mining 246 219 o 219
Telecommunications 109 37 11
Other Operations 6 R S .5
S ' 52,02 $.2,086 1,917

Telecommunxcations and censtruction revenue for the years ended December

28, 1991 and December 29, 1990 have been restated to conform to current year

presentation of network systems integration and facilltles management services:
as telecommunications revenue.

. General -

Additxonal £financial information about the Gompany s industry segments,
including operating earnings, jdentifiable assets, capital expenditures and
depreciation, depletion and amértization, as well as geographic information, is : w
contained in Note 13 to the Company’s consolidated financial statements. 5
‘ * ; > |

Results of Operations - 1992 vs. 1991
Construction

Revenue from constructionlactivity in 19924decreased 9.1% nompared to 1991.
Although the number of new contracts awarded in 1992 increased approximately 15%,
the average size of new contracts, excluding the $520 million contract awarded
from the San Joaquin Hills Transportation Corridor Agency ("San Joagquin”),
decreased by dpproximately 20%. Contract backlog at the end of 1992 was $2.2
billion, a $300 million increase from backlog at the end of 1991. Of the 1992
backlog, 9% relates to foreign projects mainLy in Ganada and the remainder
velates to projects in the United States. - Sixty-four percent of the U.S.
‘projects are on the west coast. The decrease in revenue as well as in contract

. .backlog (excluding San Joaquin) is the result of the general state of the economy
.. in Canada and the United States. Fluctuating demand cycles are typical of the.
industry. The gross margin was 9% in 1992 and 6% in 1991. The 1991 gross margin
was unfavorably impacted primarily by losses on‘the Denmark.tunnel project and
~on several U.S. progects. '
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" Besults of Op

: Constyuction (continued

A Management of the nonspsnsored Denmark .@tuxinéi‘kprojecﬁ has ;-comleaté& g |
‘megotiations with respect to the settlement of claims against the project owner
- ~and equipment supplier. The new agreement with the project owner covers the

_reimbursement of certain costs incurred and time extensions due to differing soil

' conditions at the site of the tunnels. Costs 4ncurred with respect to the
 flooding of two of the four tunnels being drilled as part of the project have .

- been covered by insurers. Because of the renaining uncertainties involved in

. completing the tunnels, due primerily to the adverse soil conditions, no -

" adjustments were made in 1992 for the Company’s share of the estimated losses.

Bl

Management believes that the resolution of the wuncertainties shouid mot '

£ materially effect of the Company’s financial position.-

= Mining -

. Mining revenue increased 12% in 1992 as compared to 1991. The increase was

* due to the mines collectively shipping 20% more tons of coal and lignite in 1992.
‘The increase in tonnage was due principally to mew short-term contracts at the
‘Black Bufte mine and sales on the spot market. This increase was partially

. offset by a 4% decrease in the average price per tom, the result of increased '

lower-priced spot sales from the Decker mime. Revenue recognition on previously .
consummated sales of undivided interests in coal reserves to be mined in the >
future represented $40 million of 1992 revenue and $39 million of 1991 revenue,

' The gross margin on mining revenus approximated 30% in 1992, which is higher than

_‘the gross margin in 1991, The 1991 gross margin was unfavorably impacted by 3
certain one-time charges for production taxes and reclamation costs, and expénses .

dncurred to repair a dragline.

In 1ﬁ9925, the agreements wirh(tﬁmonwalfhiz’&isdnkfcbmpény 'f(-r'commméealtﬁ?*}

~ were renegotiated. Beginning January 1, 1993, the Plack Butte mine discontinued

. codl shipments to Commonwealth. -Coal is now purchased from two uwnaffiliated
- mines located in the Powder River Basin area of Wyoming and from the Company’s

' Decker mime to satisfy the delivery commitments. under the rensgotiated .
Commonwealth agreements. Also in accordance with the renegotiation, there will

be nio sales of interests in coal reserves subsequent to Janvary 1, 1993. The

Company does mot expect that the financial impact of the remegotiation will be

" material to its mining operations, cash flows, or financial position.

See "Legal Pmceeaihgs" with tespect to the Whitney Beneﬁté case. R

18-




‘Results of Operations - 1992 vs. 1991 (continued)

Telecommunications

Revenue in 1992 was comprised of 56% network systems integration and

* facilities management and 44% telecommunications services. Revenue in 1991 was
comprised of 38% network systems integration and facilities management and 62%
telecommunications services. Network systems integration and facilities

~management backlog at December 26, 1992 was $74 million, of which $16 million
relates to the United Kingdom joint venture and the remainder relates mainly to
the State of Iowa project. Revenue increased from $37.2 million im 1991 to
$108.7 million in 1992, representing a 192% increase. Of the increase, 66% was
from network systems integration and facilities management. This increase
resulted primarily from network systems integration projects in Towa, Minnesota
and the United Kingdom. Telecommunications services accounted for the remaining
increase in total revenue. This increase in revenue primarily refleets increased
sexrvices provided on networks in New York City and Dallas which commenced
operations in early 1991 and a full year of results for the Washington, D.C.
metropolitan area network which was acquired in Oc¢tober 1931. The balance of the

- increase in telecommunications services revenue resulted from continued market
_growth of other networks. ' The Atlanta net:work became operational during the
fourth quarter of 1992, but generated insignificant revenues.

The cost of revenue in 1992 increased 112% compared to 199i. Seventy-three
‘percent of the increase relates to direct costs incurred on network systems
.integration and facilities management projects for third parties. Another 17%
of the increase is due to increased depreciation and amortization expense
primarily on the telecommunications networks in Washington, D.C., New York. City

and Dallas. The balance of the increase relates to an increase in other costs
‘associated directly with network operations; primarily from the Washington, D.C.,
New York City and Dallas networks. The cost of revenue, as a percentage of total
révenue, has decreased from 123% in 1991 to B89% in 1992. This change resulted
generally from increased utilization of existing network capacity.

In September 1992, the Federal Communications Commission (the ”"FCC”) acted

to require the Bell Operating Companies (the ”BOC’s”) to offer collocation for

- interstate sepvices. Collocation will expand markets by allowing the Company to
interconnect with the BOGC’s local offices and, as a result, serve customer
locations that are not physically on the Company’s networks. No assurdnce can
be given that any benefits expected to be realized by the Company as a 'vesult of
the FCC ruling will, in fact, be realized or as to the timing of such benefits.

“Other Income

The Company recognized investment income of $98 million in 1992 and $108
million in 1991. The decrease in investment income is generally attributable to
the collection of various receivables from the sales of the discontinued
packaging operations. In 1992 the Company recognized $11 million of interest om
these receivables compared to $20 million in 1991. Included in 1992 investment
dncome are $4 million of dividends in kind received from an investment in
California Energy Company, Inc. (7California Energy”) preferred stock and $11
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jResults of Operations - 1992 vs. 1991 'cbntinueﬂ‘

Other Income.'continuedl

~ -million of dividends accrued on an,investment in United States Can Company ("U S
i.¢an") preferred stock which was redeemed in March 1993.  Included in 1991
* investment income is $12 million of dividends received from U.S. Can preferred
stock. Othetr Income in 1992 and 1991 also reflects gains on the sales of
timberlands of $5 million and $3 million, respectively, net equity earnings from
an investment in Californmia Energy of $4 millior and $3 million, respectively,

" and information services income of $7 million and $5 million, respectively. The
increase in Other Income in 1992 was partially offset by a decline in market
value considered to be other than temporary of §12 million recorded for two of
the Company’s temporary investments one of whieh was sold in 1993.

elling and Administrative E;penses

Selling and administrative expenses increased 5% dn 1992 compared to 1991
due in part to increases within the telecommunications operations. The Company

incurred $4 million in 1992 developing new telecommunications services. The -

inerease is also attributable to modest increases in several of the Company’s
administrative departments. ; : : ,

Interest Expense

Interest expense in 1992 reflects the antidipeted decrease due t0'the
significant reductions during 1991 in both short-term borrowings and long-term

debt. All short-term borrowings were repaid in July 1931 and no new borrowings

 were incurred until December 1992. The Company also redeemed $150 million of

debt in October 1991 and extinguished $73 million of debt in 1992 with no new.

material debt incurred since year-end 1991.
Taxes

The effective income tax rate, with respect to continuing operations before
cumulative effect of change in accounting principle, is 32% in 1992 and 46% in
1991. The 1992 rate is lower than the 1991 rate primarily due to 1991<f0teign
taxes and adjustments to the prior year estimated tax provision. In both 1992
‘and 1991, dividend exclusions and mineral depleticn expenses for tax reporting
purposes in excess of amounts used for financial Ieporting purposes reduee the
overall effective rate.

Discontlnued Packaginz,ODerations

‘The gain on disposal of discontinued operatiens in 1992 resulted from.a $19

million adjustment to prior year tax estimates and an $8 million payment, met of

tax, received from BTR Nylex Limited and. a $1 million accerual, net of tax,

relating to additional sales proceeds from the 1990 sale ‘of - Continental PET

Technologies, Tne. The gain was partially offset by miscellaneous sales

adjustments related to the 1991 and 1990 sales of certain discontinued packaging

operations. The gain ok disposal of dlscontinued operations. in 1991 reflects the
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“piscontinued Packaging Operations (continued)

sales of the European packaging operations, Continental Can International
" Goxrporation, Continental White Cap, Inc.-and continental Plastic Containers, Inc.
The significant decrease in 1992 in earnings from discontinued operations is due
to the sales of the remaining packaging operations in 1991. Earnings in 1992
reflect the equity earnings from the Company’s investment in & plastics joint
venture, which was sold to Ball Corporation in July 1992. WNo significant gain
‘or loss was recognized as a result of this transaction.

Results of Operations - 1991 wvs. 1990’

Construction

Construction revenue increased 10%. Contract backlog decreased to §$1.9
billion at the end of 1991, from $2.2 billion at the end of 1990. The increase
in revenue and decrease in contract backlog is due t6 the completion of projects
- and the reduced number of large construction contracts awarded at the end of

1991. In 1991, the Company was awarded six contracts in excess af $50 million
as compared to ten such contracts in 1990. Of the backlog, 11% relates to
foreign projects which are mainly in Canada. The remaining 1991 backlog relates
to U.S. projects, with the largest increase in activity on the west coast. The
‘gross margin was 6% in 1991, as compared to 9% in 1990. The gross margin was
~unfavorably impacted primarily‘ by an increase in the estimated loss on- the
Denmark tunnel project and losses incurred on several U.S. projects.

Mining

Mining revenue remained steady in 1991. Tons of coal shipped increased by
4%, which was offset by a 3% decrease in average salés price per ton. Previously
consummated sales of undivided interests in coal reserves to be mined in the
future represented $39 million of 1991 mining revenue compared to $45 million in
1990.

The increase in coal shipments reflected primarily higher shipments from
the Calvert mine. The Calvert mine has reached the delivery levels of coal for
its primary customer as required by contract. Continued significant increases
in shipments from this mine are not anticipated in the near future. Increased
shipments of coal from the Decker and Black Butte mines were offset by decreased

_ shipments from the Company’s mines which are in the final stages of production.
The increased shipments from the Decker and Black Butte mines 1is further
reflected in the decrease in previously consummated sales of undivided interests
in coal reserves to be minéd in the future. Undeér the agreement with one of the
Company’s primary customers, when actual shipments increase, reserve sales
decrease. ‘The average sales price per ton decreased because increased coal
shipments came from the Calvert mine which has a lower sales price per ton than
the other mines. The gross margin earned on mining revenue in 1991 approximated
the gross margin in 1990.
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Telecommunications

Revenue increased — significantly in 1991 reflecting additional
',ﬁtelecommunications'subsidiaries‘which commenced full operations.. By the end of

.1991,-the Company was operating in twelve metropolitan areas. Costs of services

in excess of revenue in 1991 spproximated the 1990 amount. During the fourth

quarter of 1991, the Company acquired a majority interest in a telecommunications

“business which provides service to the Washingtoen, D.C. metropolitan area.

Other Income

v The Company recognized jnvestment income D£'$108 million in 1991 and §94 .
“million in 1990. Investment income increased in 1991 due to interest earned on
the various receivables from the sales of the discontinued packaging operations

and interest and dividend income earned from the investment of cash proceeds from

these sales. Included in 1991 and 1990 investment income is $12 million and $9

‘million, respectively, of dividends received from an investment in United States

Can Company preferred stock. Other Income in 1990 also reflects $12 million

 earned from construction consulting services. The increases in Other Income in
1990 were partially offset by a $15 million loss from the sale of interests in

certain producing oil and gas leases and related equipment. Gains from sales of
timberland properties are also included in Other Income. A gain of $3 million
was recognized in 1991 compared to a gain of §$17 million in 1990. Generally,
gains from miscellaneous asset dispositions made up the remaining balance of
Other Income. : s ~ - S

and Administrative Expenses
Selling and‘administxative costs increased in_l?gikas.comﬁéred to 1990

primarily due to the reversal of certain reserves in 1990, which had been

established~ingpr10r years, and increased business activity. . '

Interest Expense

Interest expense, due to short-term borrowing and long-term debt, decreased
‘during 1991 as a result of the repayment of §100 million of Eurobond notes in
 September 1990; the repayment of short-term borrowings in July 1991; and the
redemption of $150 million of public debt in 1991, which consisted of $75 million
- of 11.5% Eurodollar notes and $75 million of 12.3% sinking fund debentures. As

a result of the repayment of this debt, interest expense was expected to be less

in future years than in 1991 and the'recEntfpastﬁ'v?artially'offSetting.these

decreases was interest expense incurred as a result of the settlement of wvarious
tax issues with the Federal government in 1991. :

Taxes .

The effective income tax rate, with‘respect'to’continuing operations, was

46% in 1991 and 32% in 1990, The 1991 rate was higher than the 1990 rate and the

statutory rate of 34% due primarily to foreign taxes, states taxes and

.22
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Results of Operations - 1991 vs. 1990 (continued)

Taxes (continued

- adjustments to the prior year estimated tax provision. In both 1991 and 1990
- dividend exclusions and mineral depletion expenses for tax reporting purposes in

excess of amounts used for financial reporting purposes reduced the overall
effective rate. : ,

piscontinued Packaging Operations

' In April 1991, certain subsidiaries of the Company sold their European
packaging operations ("Europe”) to VIAG Aktiengesellschaft, a German company.
The transaction closed in June 1991. Europe was engaged in developing,

" panufacturing and marketing metal and plastic containers, closures &nd related

packaging products principally in Western Europe. Revenue from these businesses
vas $818 million prior to the transaction close in 1991 and $1,809 million for
the year ended 1990. Europe’s net earnings for these same periods were $34
million and $48 miliion, respectively. The net proceeds from the transaction
were $853 million in cash. With the net proceeds, the Company repaid in July
1991 short-term borrowings of $252 million. The short-term borrowings consisted
of $123 million which was borrowed in June 1991 to repay intercompany loans made
to the Company by a subsidiary of Europe and $129 million which was directly
related to financing Europe’s capital expenditures. '

In May 1991, the Company sold Continental Can International Corporation
("CCIC”), a wholly-owned subsidiary that held the Company’s interests in metal
packaging operations in Latin America, the Far East and the Middle East, to Crown
Cork & Seal Company, Inc. Revenue and net earnings were not material during the

period prior to closing in 1991 and during the year ended 1990. Proceeds from

the transaction consisted of $35 million paid in cash at closing and a receivable
of $94 mitlion which was collected in November 1991.

In August 1991, the Company sold Continental White Cap, Inc. ("White Cap”),
a wholly-owned subsidiary that manufactured metal, plastic and composite closures
for food vacuum-packed in both glass and plastic containers to Schmalbach Lubeca
A.G., a German company, for $279 million, after certain adjustments. Revenue
from this business was $119 million prior to the transaction close in 1991 and
$175 million for the year ended 1990. Net earnings for these same periods were
$13 million and $19 million, <respectively. The proceeds consisted of a
promissory note, with interest at the LIBOR rate plus .625%, receivable in
installments over the next five years with the final installment due on December

31, 1995. The first installment payment of $50 million was received in October

1991. Additional payments totalling $25 million were received in December 1991
and January 1992.

: Tn November 1991, the Company sold Continental Plastic Containers, Imc. and
Continental Caribbean Containers, Inc. (collectively "PCD”), two wholly-owned
subsidisries that manufactured blow-molded rigid plastic containers for
household, automotive, industrial and food products, to Plastic Containers, Inc.,
4 newly formed corporation, for approximately $150 million, after adjustments.
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;The agreement provided that the Comgany be paid for a percentage of sales in
~excess of certain levels in 1992 and 1993. Revenue from this business was $190‘
nillion prior to the transaction close in 1991 and $252. million for 1990, Net
earnings for these same periods were $4 million and $16 million, respectiveiy.'
‘The proceeds consisted of $50 million in cash &t the closing and a $100 million
bridge note receivable. The note receivable was collected in April 1992

The table below summariaes the gain on disposal for each sale and for che
combined sales (in millions) during 1991: , :

guroge . _CCIC White Cap _PCD ~  _Total

Net Proceeds ' $ 853 $ 129 S $ 279 $ 150 §1,411
Financial Reporting Basis  __ 560  __ 41 109 96 _806
Pre-Tax Gain . 293 88 S170 54 ; 605 .
Estimated Tax L I AR

' Provision ' ' %4 .33 .18 28 233
Gain on Disposal $.199 $ 55 ' $. .92 § 26 §. 372

The effective income tax rates differ from the expected statutory income
tax rates due to state income taxes and the tax bases being different than the
financial reportlng bases

‘ The difference between the gain summarized above and the gain per the
consolidated statements of earnings is $1 million, net of tax, consisting of the
following (in millions):

Purchase price ad;ustment for Continental PET Technologles Inc. 8 1y

Gain on sale of investment in unconsolidated subsidiary = ' 38 6

Reserves for various sales of dlscontinued packaging operations' L (22)
| Al

In 1991, the COmpany adopted Statement of Financial Accountlng Standards
("SFAS") No. 106, "Employers’ Accounting for Postretirement Benefits Other Than
Pensions,” which required the accrual method of accounting for postretirement
,benefits‘~ In prior years, expense was recognized when claims were paid. The
accumulated postretirement benefit obligation ("APBO”) of $64 million relating

to prior service cost for retired Continental employees and spouses was

retognized as a cumulative effect of an accounting change within earnings from

“discontinued operations, net of $35 million which had previously been recorded

“in purchase acedunting when Continental was acquired, and a: $10 millxon income
tax benefit. , :

The results of discontinued operations in 1991 were better than 1990 due

to the 1990 charge pertaining to the USW ERISA litigation settlement of $180
- million; aftez',giving effect to amounts previously reserved and related income
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tax benefits, which was offset by & full year’s net earnings in 1990 of the
European and Domestic operations that were sold in 1991. The 1991 net earnings
of the European and Domestic operations prior to their sale in 1991 were

" yeduced by the cumulative effect adjustment recognized for the adoption of SFAS

No. 106.
¥inancial Condition - December 26, 1992

During 1992, the Company’s significant uses of cash wvere as follows:
repurchasing common stock for $85 million (assuming the reclassification and
exchange occurred in 1991, these shares would represent 1.5 million Class B&C
shares and 1.3 million Class D shares), paying dividends of $40 million, retiring
$16 million of debt due to former stockholders, extinguishing $98 million of
outsténding long-term debt, utilizing $129 million on capital expenditures ($37

- milifon for construction, §8 million for mining, $86 million for

telecomnunications and $4 million for corporate), iInvesting $23 million for
1,911,112 shares of California Energy Company, Inc. common stock, (bringing the
total cost of the Company’s investment to $116 million, including preferred
stock, and ownership interest to approximately 21% at December 26, 1992),
acquiring the remaining 20% of a telecommunications subsidiary’s stock held by
minority shareholders for §27 million and investing $16 million for a 30%
ownerstiip interest in an electrical contractor. In addition to cash Flows from
operations, the significant cash receipts were as follows: issuing common stock
for $24 million and collecting $30 million from United States Can Company, $8
million from BTR Nylex Limited and $172 million with respect to receivables from
the 1991 sales of certain discontinuad packaging operations. Offsetting the
collection of sales receivables was approximately $40 million paid for purchase
price adjustments on.the 1991 ‘and 1990 sales of cexrtain discontinued packaging
operations.

During, the first quarter of 1993, the Company paid $12 million of

- ‘dividends, repurchased .6 million shares of Class B&C common stock for $8 million

and repurchased .7 million shares of Class D common stock for $30 million. Also
in the first quarter of 1993, the Company received $23 million from United States
Can Company ($11 million for dividends which were accrued in 1992 and $12 million
for the redemption of the preferred stock) and repaid $80 million of 1992 short-
term ‘borrowings.

The,Company's working capital position at the end of 1992, together with
ariticipated cash flows from operations, collection of the receivable from the
sale of a pickaging operation and existing borrowing capacity, should be
sufficient for 1993 working capital and capital expenditure requirements.

The Company has certain options to purchase additional shares of California
Energy Company, Inc. common stock. The Company has also agreed to purchase, over

the next five years, additional shares of an electrical contractor such that the

925




Finahcial.ﬂondition - December 26, 1992k(cdntihug§1

- Gompaty vill own 80% of the contractor by early 1997. These add:t.tianal purchases

will be mede at prices based upon the adjusted book value of the electrical

Jcontractor on those future dates. Additionally, the Company anticipates that it
“wili continue to invest betveen $45 million and $85 million annually in its
construction and mining businesses, make significant investments in its energy
‘business and search for opportunities to acquire operating businesses that are
- capital intensive end provide for long-term growth. The Company has teen

investigating and will continue to investigate these opportunities and intends
to make significant acquisitions, The Company requires financing to fund the
future building, expansion or scquisition of telecommunications networks in major
metropolitan areas. The Company’s telecommunications subsidiary is negotiating

a revolving credit facility to serve as a potentizl source of liquidivy to fund
' future cash requirements and is exploring other sources of obtaining capital,

including debt or equity instruments. The Company’s telecommunications -
subsidiary filed a registration statement on Miarch. 11, 1993 with the U.S.
Seecurities and Exchange GCommission seeking pemissidn t:o conduet a public‘

offerlng of shares.

The above investments, along with the payment of- income taxes and the
- repurchases of common stock are expected to be the significant. long-term uses of
liquidity. The Company’s existing cash and cash equivalents, temporary
iInvestments, collection of the sale receivable and cash flows from operations;

along with existing borrowing capacity, are expected to provide sufficient
liquidity to fund theése expenditures. ; , T N

In 1992, the Company adopted SFAS No. 109, "Accounting for Tncome Taxes,”
which requires recognition of deferred tax liabilities and assets for the
expected future tax consequences of events that have béen included in the

' financial statements or tax returns. Under this method, deferred tax liabilities

and assets are determined based on the difference between the financial and tax
basis for assets and liabilities using enacted tax rates in effect for the year
in which the differences are expected to reverse. As of the beginning’ of fiscal
year 1992, the Company recorded income of $12 million, which represents the
decrease in the net deferred tax liabilities as of that date. The increase in
iricome tax rates that is currently being considered by Congress and the current

administration should mot have a material adverse effect on the Company’s
~financial position or results of operations
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ITEM 8. FINANGIAL STATEMENTS AND SUPPLEMENTARY DATA.

Financial statements and supplementary financial information for Peter
Kiewit Sons’, Inc. and Subsidiaries begin on page Pl. Separate financial
statements and financial statement schedules for the Kiewit Construction & Mining
Group and the Kiewit Diversified Group have been filed as Exhibits 28.1 and 28.2
to this report. The Company will furnish without charge a copy of such exhibits
upon the written request of a stockholder addressed to Stock Registrar Peter
Kiewit Sons’, Ine., 1000 Kiewit Plaza, Omaha, Nebraska 68131.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCTAL DISCLOSURE.

None.
PART IIT

ITEM 10. DIRECTORS AND EXEGUTIVE OFFICERS OF THE REGISTRANT
ITEM 11. EXECUTIVE COMPENSATION.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN,BENEFICIAL OWNERS AND MANAGEMENT.
ITEM;13. CERTAIN RETLATIONSHIPS AND RELATED TRANSACTIONS.

The information required by Part III is incorporated by reference from the

.Company’s defimitive proxy statement for the Annual Meeting of Stockholders to

be held on June 5, 1993. However, certain information is set forth under the
caption "Executive Officers of the Registrant" following Item 4 above.

PART IV

ITEM 14. EXHIBITS, FINANCTAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K.

(é) Financial statements and financial statement schedules required to be
filed for the registrant under Items 8 or 14 are set forth following the index -
page at page Pl.

Exhibits filed as a part of this report are listed below.  Exhibits
incorporated by reference are indicated in parentheses.

‘Exhibit
Number. Description
3.1 Restated Certificate of Incorporation, effective January 8, 1992
(Exhibit 3.1 to Registrant's Annual Report on Form 10-K for the year
ended December 28, 1991).
- 3.3 Amendment to By-laws, Sections 4, 13B, 18, 19, 20A, 20B, 32, 38, and
: : 50, adopted by the Board of Directors on March 19, 1993.
3.4 By-laws, composite copy, including all amendments, as of March 19,

1993.
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22
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December 31, 1988).

Kiewit Con‘st:mctio‘nk and Mining Long-Term Incentive Plam,
Construction and Mining ApP : Lights
Registrant’s Annual Report on Form 10-K for the year ended

Kiewit I.Oﬁg_?rerm Incentive Plan, Stock Appréciati'oh Rights (Exhi‘b‘itx :
10.12 to Registrant's Annual Report on Form 10-K for the year ended

December 31, 1988).‘
List of subsidiaries of the Coxhpany'.f

Kiewit Gonstruction & Mining Group Financial Statements and -

‘Financial Statement Schedules and Management's Discussion and

Analysis of Financial Condition and Results of Operations.

Kiewit Diversified Group Financial Statements ‘,:arid Financial
Statement Schedules and Management’s Discussion and Analysis of
Financial Condition and Results of Operations.. ey e

(b) No Report on Form 8-K was filed during the fourth qua'rter' of ‘1’992'.

(A Report on Form 8-K was filed on January 11, 1993 to report the amendment of

contracts between Black Butte Coal Company and Commonwealth Edison Company.

_ Another Report om Form 8-K was filed to report the filing on March 10, 1993 of
~ a registration statement on Form S-1 by the Company's ‘subsidiary, MFS

Communications Company, Inc.).

s 28 ~

reciation Rights (Exhibit 10.11 to




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the Registrant has duly caused this report to be signed on

its behalf by the undersigned, thereunto duly authorized, on the 23rd day of

March, 1992. o

PETER KIEWIT SONS’, INC.

By: /s/ R. E. Julian .
Robert E. Julian

~ Executive Vice President -

Chief Financial Officer

Pursuant to the‘requirementsvof the Securities Exchange Act of 1934, this

/s/ Walter Scott, Jr.

Walter Scott, Jr.

- Robert E. Julian

Js/ Frank V., Yelick

 Frank V. Yelick

~ John Bahen, Director

/s / Charles H. Campbell

/s/ Richard 1. Coyne .
Richard L. Coyne, Director

Charles H. Campbell, Directot<

/s/ Robert B. Daugherty
Robert B. Daugherty, Director

k‘ész Richard Geary :

‘Richard Geary, Director

| report has been signed below by the following persons on behalf of the registrant
Jand iﬁ the capacities indicated on the 23rd day of March, 1992. R

Chairman of the Board
and President (principal
executive officer) e

Director, Executive Vice
President-Chief Financial
‘Officer (principal

financial officer)

Vice President and Controller

(principal accounting officexr)

/s/ W. L. Grewcock . .. .
William L. Grewcock, Director

Charles M. Harpér, Director

[s[.Lebnard‘W.;Keafnev,H,

Leonard W. Kearney, Director

/s/ Peter Kiewit, Jr.
Peter Kiewit, Jr., Director

/s/ Kenneth E. Stinson

- Kenneth E, Stinson, Director
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conditions under which they are required or because the information called for
© ~ is shown in the consolidated financial statements or in the notes thereto.

PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

Index to Financial Statements and Financial Statement Schedules

Papes

Report of Independent Accountants D . P-2

Consolidated Financial Statements as of December 26, 1992 and

December 28, 1991 and for the three years ended December 26, 1992:

Consolidated Statements of Earnings P-3
Consoélidated Balance Sheets : : : P-5
Consolidated Statements of Cash Flows : - P-7
Consolidated Statements of Changes in Stockholders’ Equity P-8
Notes to- Consolidated Finaneial Statements P-9

Consolidated Financial Statement Schedules for the three years
ended Decémber 26 1992:

I--Tempora:y~1nvestments and Investments ' ‘ ‘ o ‘P-33
VIII-~Valuation and Qualifying Accounts and Reserves L . P-34
IX--Short-~Term Borrowings ‘ . : . P-35

- X=~Supplementary Income Statement Information I o P=36

Schedules not indicated above have been omitted because of the absence of the
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" REPORT OF INDEPENDENT ACGCOUNTANTS

 The Board of Directors and Stockholders
. Petex Kiewit Sons’, Inc.

. We have audited the consolidated financial statements and the financial statement
"_,schéduies of Peter Kiewit Sons’, Inc. &nd Subsidiaries as listed in the index on
the preceding page of this Form 10-K. These financial statements and financial
 statement schedules are the responsibility of the Company’s management. Our
SR responsibility is to express an .opinion on these financial statemenus and
S financiai statﬂmantvschedules based on our audits.

Hh‘conducted our audits in accordance with generally accepted auditing standards.
- Those standards require that we plan and perform the audit to obtain reasonable
V assuranice about ~whether the financial statements are free of material
B AR , misstatement.. An audit includes examining, on a test basis, evidence supporting
: the amounts and disclosures in the financial statements. An audit also in¢ludes
assessing the accounting principles used and significant estimates made by
managément, as well as evaluating the overall financlal statement presentation.’
“'We believe that ‘our audits provide & reasonable basis for our opinion.

Innour opinion, the financial statements referred to abOve.preseﬁt:fairly; in all
 material respects, the consolidated financial position of Peter Kiewit ‘Sons’,
~Inc. and Subsidiaries as of December 26, 1992 and December 28, 1991, and the

. consolidated results of their operations and their cash flows for each of the
- three years in the period ended December 26, 1992 in conformity with generally
accepted accounting principles. In addition, in our opinion, the financial
statement schedules referred to above, when considered in relation to the basic
 financial statements taken as a whole, present fairly, in all maverial respects
. ,the information required to be included therein. - :

o As discussed in Note 1 to the financial etatemen;s the Gompany has changed its
method -of accounting for income taxes in 1992.
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* PETER- xxswxr sous' ING. ANDrSUnsxniARIEsf

Consolidated Statements of EarningS'go

For the three yesrs endea Decembex 26 1992
'_ff;';_ dolL. arsinmillons) o 1992 991 10
;ELBevenue : S .:g'-”'a ._f ggw‘_ $ 2 020 $ 2,086 917
‘;‘Dther Income (Note 12) 128 125
R F e e T e e ”‘,'“72i148. 2.21)

{Q‘CoSts and Expenses: ,;';‘~,‘4 Pl g‘“”” ' ; I L R
‘Cost of revenue R 1 741» 91,905 1,674
Selling and administzative a9 158
Interest , S . el 11 . 47 .. 62 U

S THeme Taam (LBe

'i:Earnings from: Continuing Operatxons Before
“Income Taxes and Cumilative Effect of Change : G T O TR
in Accountxng Principle A o 219 . 90 o158

o Provision for Income Taxes {Note 8) Lo 89 B __ .50 J
. Earnings from Continuing Operations Before ) SO A T P
Cumulative Effect: of Change in Accounting o e e ;
’ Principle : A : 1506 o 48 108

& Cumnlative Effect of Change in Accounting : S T T S
T Pr;nclple ‘ ’,_~~ : , , SRR AT e .

: Earnings from continuing Operatlons R ‘ ;,'f‘; 162 ,fo"?.49o7‘~‘* 108

. Dlscontinued,OPeratlons {Notg 2).» e
Earnings (loss) from discontinued operations‘
net of income taxes (benafit) of $-, ‘ SR R I S e S R T
$26 and.$(28) el L g A i),
Gain on disposal of dmscontinued operations '
net of income taxes(benefit) of $C19) 3221 R e
and 5110 (Note 3) i S .18 373 12

' } Net Earnings : ;?. - “ - , s 181 3 51§£1 t $;jVj8Oo

~ See accompanying notes to consolidated finaﬁcial,stateménts"“fi;j
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PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

Consolidated Statements of Earnings (continued)

For the three years ended December 2&, 1992

Net Earnings $.4.92

(dollars in millions, except per share data) .. 1992 1991 1990
Earnings Attributable to Class B&C Stock:
Eainings Before Cumulative Effect of ~
Change in Accounting Principle $ 69 ' $ 23§ 57
Cumulative Effect of Change in o
Accounting Principle ‘ .13 - =
Net Earnings ; 882 §$. .23 § 57
Earnings Attributable to Class D Stock:
Earnings from Continuing Operations
Before Cumulative Effect of Change in
Accounting Prine¢iple 8 81 5§ 26 8§ 51
Cumulative Effect of Change in
Accounting Principle ' A1) = .-
~Earnings from Continuing Operations ‘ 80 26 51
Discontinued Operations:
Earnings (loss) 1 19 (40) -
Gain on disposal ; .18 373 12
Net Earnings , $...99 § 618 s _ 23
" Earnings Per Common and Common Equivalent Share:
Class B&CG:
Earnings Before Cumulative Effect of
Change in Accounting Principle $ 3.79 $ 1.12 § 2.47
Cumulative Effect of Change in , :
Accounting Principle ‘ .69 .
Net Earnings $ . 4.48 $ 1.12 § 2.47
Class D:
Continuing Operations:
Earnings Before Cumulative Effect of Change ,
in Accounting Principle $§ 4,00 $ 1.26 $ 2.20
Cumulative Effect of Change in Accounting
Principle . £.05) = -
Earnings from Continuing Operations 3.95 1.26 2.20
Discontinued Operations: ; : ‘
Earnings (loss) : : ) .04 .94 (1.69)
Gain on disposal .93 ig.10 .52
$20.30 §_1.03

See accompanying notes to consolidated financial statements.
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PETER ‘men soNs’, | ING. AND snnsmmmtzs
Consolidated Baiance Sheets .

December 26, 1992 and December 28 1991

__i9e1

(dolisrs nwilitomsy . 1992
'Assets ' R

Current Assets.

- Cash and cash eqﬁivalents : : % 203
Temporary investments, at lower of cost or merket 905

_ Receivables, less allowance of §7 and §7 271
Note receivable from sale of discontinued R BEEEE

operations (Note 3) ;' ,‘ Lo 80

Gosts and earnings in excess of billings on 3 o i
uncompleted contracts I P X
Investment in construction joint : .

ventures (Note 5) : ‘ 0N P S b8
Deferred income taxes I ... 55

s 243
825

266

‘,*72'

‘?l

21

79

~ Other 5 ‘ ' e e e e 80

' Property, rl&nt and Equipment at-cost:

‘Buildings ' ~ c , : el SR 48

Total~Current Assets : | v ; e % "; 1;685 |

and -~ . ‘ ~ “:‘ L ; 26

1,622

Coas
46

823

Equipment o ; ' LT RN T . 895
L S : . S 969

viregalp o ey

BT

Less accumulated depreciation and amortization " o o (575)

. Net Property, Plant and Equipment : S 3

Note Receivable from Sale of Discontinued

Investmehts S s ' ‘ e ‘;" 180

Operations (Note 3y : o ; o 84

(546
3w

244

178

240

$2,509

‘Other Assets : e L / e e  Ux,256

$ 2,632

See accompanying notes to consolidated financial statements.
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PETER KIEWIT SONS’, ING. AND SUBSIDIARIES
Cdﬁsoliaated Balance Sheets

December 26, 1992 and December 28, 1991

(dollars in millions, except share data) , , 1992 1991
Liabilities and Stockholders’ Equity
Current Liabilities: :
Accounts payable ' $ 198 § 198
Short-term borrowings 80 -
Current portion of long-term debt (Note 7) 3 15
Accrued costs and billings in excess ; ’
of revenue on uncompleted contracts 107 116
"~ Accrued insurance costs : ‘ 66 61
Other .93 159
Total Current Liabilities ; ' 547 549
Long-Term Debt, less current portion (Note 7) 30 - 110
Deferred Income Taxes ' . 267 306
‘Retirement Benefits | R 74 58
Accrued Reclamation Costs ; 94 93
Other Liabilities | | L 129 120
Stockholders’ Equity (Note 11):
Preferred stock, no par value, authorized 250,000
shares: no shares outstanding in 1992 and 1991
- Common stock, $.0625 par value, $1.4 billion
~aggregate redemption value:
Class B, authorized 8,000,000 shares: 1,257,000 : ;
outstanding in 1992 and 1,394,000 in 1991 - -
Class G, authorized 125,000,000 shares: 17,505,535 .
outstanding in 1992 and 19,384,278 in 1991 1 1
Class D authorized 50,000,000 shares: 20,104,478
~outstanding in 1992 and 20,778,278 in 1991 : 1 1
Additional paid-in capital , S 145 128
Foreign currency adjustment ' 3 9
- Retained earnings 1,308 1,257
Total Stockholders’ Equity 1,458 1,396
$ 2,599

$ 2,632

See accompanying notes to consolidated financial statements.
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PETER KIEWIT SONS*, INC. AND SUBSIDIARIES
Consolidated Stztements of Cash Flows

: 0 For the three years ended Decembar 24 92 : i ’
(dollars An milliensy . . ... s W aeey 1oy . 3990
Cash flovs from bplai;ﬂbns: RN ) S ‘ L

Earnings froe éom:ﬁmins ope:atiezm S = Y L BT 17 SR Y - k-$ 108

Adjuaments :o reconcile earnings from conﬂnums
operations to net cash provided by (used in) cuntlnuins operations: - .
Cumulative effect of ch:mge in accsunting principle . k _ : '(’12')’ -7 L
Depreclation; daple:ion and amcrtizatlon T e A :86 Vo : 82 T
Gain on sale of propercy, plant and: equipmen:, nnd or.he: imrescmunts : 18y : - R =(1=‘5)

" ‘Decline {n market vslue of Investments : B : k St
Retirement benefits patd ) . : SR e L) 42 ,' - 45y
Change. ia retirement benefir.s and prhez noncuxrnnt lisbllu:ics . 19 68 o0 (50) :
Deferred intome taxes : . e k : AR ST A 18)

 Change in working capltal items: 4 v ‘ SR sl : - .

Receivables L ‘ R @asy 13 ey
" Other current assers S - ’ AT R € SR T ('65}
Payables - ' L ey ey T
Other liabilities = o sy 10
Other . ' : L - s 38y . 38

Net ‘cash provided by (uséd in) continuing opérations R ’ 200 . 191 : {6)

Cash flovs from ivesting acnivi.ti.es' : : : B . B : | : ’ i g

Procesds from sale of remporary mvestmen:s : k E ; e 6,542 8,717 ,' : 2,519‘ :
‘Purchases of temporary investments e SRR T S 6,699 _(n;us)'   »~(2,51¢‘7,.)

Proceeds from sale of property, plant and equipment, and other investments k R Cm .
Ca‘piita], ‘expenditures : Lo B ‘ ; :{129) ey "(123)‘_

Investments in affiliates : . ' : ; . k L : o 2 “q138y - = k
Acquisitiﬁn’ of minority intérest . : L \ ' ‘(Z_'QVx ) R -
Other T v BT s x&

" Het cash used Ln investing activities , S s : (268)' Leoge2ey . o A04)

Cash flows from finazneing activities: ’
Yong-tetn debt bofrowings o [ R REEE- S [ EELERE I« A
. Payments on long-term debt, including current portion ’ o SRS 198y ! (1(9‘.9.) o (260)

Net change in short-term borrouings ' B0y sk
Issuances of common stock - . . B k ' B , 24 e Cipy BRI I
‘R’e_purchas':es\of comizon stoch ' - \ R k('BkS). ' ’,‘(13?.) ‘ R 3
Dividends. paid : K : ' i e g2y 22y
other . - P : Y ¢ IR =) R
Net cash used in fihanclng agtivities s C . €117y ¢549) : | (25) o

Cash flows ftom discontinued packaging npera..lons. : :
Proceeds from sales of discontinued packaging opetations A L 183 B ?1,235 R 460

SET : ) ' USW ERISA Lir.iga'clpn settlement iqsnallmenn paymént TR - o S : (207) - €208)
Other cash used in di'sconilnuéd pack‘aglns operations SR : RANE 1'% T {105) . (23&)

Net cash provided by dj.scum:inued packaging opetations L : 128 - 973 1B

: Eff.ect of exchange rates on cash S ‘ : . ;‘(1\)’ A R Rt » ‘  (1)‘ -

et dectease in eash and cash equi.valents g : S - L {50 ’ (13)- . (118}

Gash and cash equlvalents at beginning of year ‘ : T - ’72'1’.3 B 256 ' ‘ . Y

Cash and cash equivalents at end of year " O ‘ $...203 s 283 0 0 256

-Supplegental disclosure of cash flow information for ' : : S L e
contihuing and diséontinued operations: .

Taxes - E ~ = S s 183§ 23 s 212
Interest : ~ ‘ ] 13 o83 /o

See accompanying hotes to eonsolidared financial statements.
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PETER KIEWIT SORS’, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Stockholders’ Equity

For the three years onded Deceaber 26, 1992

Ret esarnings

Nst eagnings

- shavre)

Net earnings

Class

Class Clsss ) S
B [+ D Additionak Foreign =
(dohlata in millfons, Cosmon  Cotmon  Common Paiid~in Curréney . Retained -
Except pex share data) Stock . Stoek ..  Stock ... . Capital = Adjustment FEatnings. Total
Balance at Decenber 31, 1989 § -~ § 1§ 1 $ 113 $ s8 5 ses $1,141
Issusnces 6f stock - e - - 1 = - 19
‘Repuretisses of stock - = - (9) “ (689 an
Foreign currency adjustment = = - - 44 - YA
85 ‘ - '~ = = - 80 80
. bividends {$.95 per cosmon ’ . : y
sharey - - - - - 22y 22y
Balance at December 29, 1990 - 1 1 123 i02 958 1,185
Tssuitices of stock - - - - 21 = Vo= 21
Repurchases of stock < . - (163 - azny o asn
Foreigh currency adjustment - - ~ - - €93) < 193)
= - - - = 841 e
- Dividends ($1.00 pex common ‘ ’ ; '
= = = = = (21 L(23)
Balance &t December 28, 1991 - 1 1 128 e 1,357 1,396
Issuances of stock - - - 24 - - 24
Repurchases 6f stock = - - 7y = (78 {85)
- Faréign currency adjustinent = < - - (6) ; - {6)
- - - = - im; 181
Dividends: (a) : '
 Class BAC (8,70 per ;
L common share) | - “ - - = {13} (i3)
Class D {$1.95 per ‘ : '
comon share) - - - m =39y (39
Balance at December 26, 1992 $.- $.1 s .1 Lus 0 g3 $1.308 §_1_§a_5_‘

8y Yneludes $ 30 and §.35 per share fox dividends on Class B&C Stock and Class D Stock, respectively, declated in 1992
but paid Januvary 5, 1993.

Ses’ accompanylng notes to ¢onsolidated financial statements. :
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© Notes to Consolidated Financial Statements

The consolidated financial statements include the accounts of Peter Kiewit

‘Sons*, Inc. and its majority-owned subsidiaries (7PKS” ‘or the Company”),
. which are engaged in enterprises primarily related to construction, mining
" and telecommunications. See Note 2 with respect to discontinued packaging
_operations, TFifty-percent-owned mining jeint ventures are consolidated on

‘a pro rata basis. All significant intercompany accounts and transactions
have been eliminated. Investments in other companies in which the Company .

. ‘exercises significant influence over operating and financial policies and
construction joint ventures are accounted for by the equity method.  The

~ Company accounts for its share of the operdtions of the construction joint .
ventures on a pro rata basis in the consolidated statements of earnings.
Other investments are carried at the lower of cost or market. -

~ Construction Contracts

“The Company operates generally within ‘the United States and Canada as a
general contractor and engages in various types of comstruction projects for

~ both public and private owners. Credit risk is ‘minimal with public

' (government) owners since the Gompany ascertains that funds have been .
appropriated by the governmental project owner prior to commencing work on
public projects. Most public contracts are subject to termination at the
election of the government. In the event of termination, the Company is
entitled to receive the eontract price on completed work and reimbursement

of termination related costs, plus a reasonable profit om such costs..

© Credit risk with private owners is minimized because of statutory mechanics :
liens, which give the Company high priority in the event of lien
foreclosures following financial-difficulties«bf,privatélowners;T S

' The Company recognizes revenue on long-term construction contracts and joint
venitures  on the percentage-of-conpletion method based upon engineering -
estimates of the work performed on individual contracts. Provisions for
‘losses are recognized on uncompleted contracts when they become known. ol

. ‘Claims for additional revenue are recognized in the period when settled.

Assets and liabilities arising from construction activities, the operating

cycle of which extends over several years, are classified as current in the
financial statements. - A one-year time period is used as the basis for -
classification of all other current assets and liabilities. ‘ ‘

ki‘COai<Salés Cbhﬁracts

_ The Gompany and its mining ventures have entered into various agreements
“with its customers which stipulate delivery and payment terms for the sale

P-9
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PETER KIEWIT SONS”, INC.

Notes to Consolidated Financial Statements

Coal Sales Contracts (continued

of coal. One of the primary customers has deferred receipt of certain
.commitments by purchasing undivided fractional interests in coal reserves
of the Company and the mining ventures. Revenue is recognized when cash is
raceived. The agreements with this customer were renegotiated in 1992. 1In
accordance with thé renegotiated agreements, there will be no sales of
interests in coal reserves subsequent to January 1, 1993. The Company has

. the obligation to extract and deliver the coal reserves to the customer in

the future if the customer exercises its option. If the option is
exercised, the Company presently intends to deliver c¢oal from an
unaffiliated mine. In the opinion of management, the Gompany has sufficient
coal reserves to cover the above sales commitments.

The Company’s coal sales contracts are with several electric utility and
industrial companies. In the event that these customers do not fulfill
contractual responsibilities, the Company would pursue the available legal
remedies.

Cash Equivalents
Cash equivalents generally consist of highly 1liquid debt instruments
purchased with a maturity of three months or less. The securities are

stated at cost, which approximates market value.

Temporary Investments and Receivables

Temporary investments at December 26, 1992 and December 28, 1991 include
approximately 548 million and $42 million, respectively, of investments
which are being held by the owners of various construction projects in lieu
of retainage. Receivables at December 26, 1992 and December 28, 1991
include approximately $35 million and §47 miilion, respectively, of
retainage on uncompleted projects, the majority of which 1s expected to be
collected within one year.

Depreciation and Amortization
Depreclatlonaand amortlzation are computed on accelerated and straight-line

methods. Depletion of mineral properties is provided primarily on a units-
of -extraction basis determined in relation to estimated reserves.

P-10




* 1) Sumnazxiﬁf Si ’ificant,Accountin"PoliCiesd continued)

PETER KIEWIT SONS’, ING.

Notes to Consolidated Financial Statements

Pension Plans

The Company maintains defined benefit plans primarily for retired packaging

employees. The Company funds its plans in accordance with the requirements
of the Employse Retirement Income Security Act of 1974 (7ERISA"). Benefits
paid under the plans are based on years of service for hourly employees and
years of sérvice and rates of pay for salaried employees ,

Reserves for Reﬁlamation

The Gompany follows the policy of providing an accrual for reclamation of

mined properties, based on the estimated cost of restoxation of suchk -

properties, in compliance with laws governing strip mining

Foreign Currencies

The localdcurrencies of foreign subsidiaries are the func;ional currencies
for financial reporting purposes. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revenue and expenses are
'translated using average exchange rates prevailing during the year. Gains

or losses resulting from currency translation are recoxded.as adjustments“

to stockholders' equity.

Earnings Per'share

Ptimary earnings per share of common stock ‘have been: computed using the'

. weighted average number of ‘shares outstanding during each year,  For

purposes of computing earnings per share data for periods prior to January

-8, 1992, the number of Class B&C and Class D shares are assumed to be the
 same as the aggregate number of previous Glass B and Class C shares. Fully

diluted earnings per share have not been presented because it is not

materially different from primary earnings per share. The number of shares
used in computing earnings per share was as follows: ~

1992 3001 1080

Class B&C , 18,262,680 20,588,236 23,008,520
Class D 20,126,768 20,588,236 23,008,520
P-11
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PETER KIEWIT SONS’, INC.

Notes to Consolidated Financial Statements

of Significant Accounting Policies continued
Accounting Change
In 1992, the Compeny adopted Statement of Financial Accounting Standards

("SFI_LS”) No. 109, ”Accounting for Income Taxes,” which requires recognition
of deferred tax 1liabilities and assets for the expected future tax

consequences of events that have been included in the f£financial statements

or tax reéturns. Under this method, deferred tax liabilities and assets are
determined based on the difference between the financial and tax basis for
assets and liabilities using enacted tax rates in effect for the year in
which the differences are expected to reverse. As of the begimning of
fiscal year 1992, the Company recorded income of $12 million, which

represents the decrease in the net deferred tax liabilities as of that date.

This amount has been reflected in the consoliddated statements of earnings
as a cumulative effect of a change in accounting principle.

Reclassifications

Where appropriate, items within the consolidated financial statements and
notes thereto have been rec¢lassified from previous years to conform to
current year presentation. For comparative purposes, the December 28, 1991
balance sheet presents the new Class B&C and Class D Stock amounts as if the
reclassification and exchange occurred in 1991.

Fiscal Year

The Company’s fiscal year ends on the last Saturday in December. There were
52 weeks each in the fiscal years 1992, 1991 and 1990.

Discontinued Operations and Basis of Presentation

In 1990, the Company’s management -authorized the disposition of its
packaging businesses. As a result, the consolidated financial statements
reflect the packaging businesses as discontinued operations.

Discontinued Packaging Operations for the year ended December 26, 1992
reflect the equity earnings of the Company's investment in a plastics joint
venture, mnet of tax at the statutory rate. Summary Ffinancial information
relative to the discontinued packaging operations, which primarily reflects
earnings from packaging operations which were sold during 1991 and 1990, for
the years ended December 28, 1991 and December 29, 1990 is provided below:

(dollars in millions) i . 1991 1990

Revernue $ 1,145 $ 3,175

Earnings (Loss) Before Income Taxes , 45 (683

Net Earnings (Loss)_ e , - 19 (40)
P-12
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PETER KIEWIT SONS’, INC.

Notes to Comsolidated Financial Statements .

The effective income tax rate for 1991 and 1990 is higher than the st;atutory
rate of 34%, primarily resulting from the effects of purchase accounting,

. state income taxes, higher taxes on foreign earnings and minority interest.
Minority interest has a greater impact in 1991 than in 1990 because overall

pretax earnings were lower due to sales of certain packaging operations in
.1991 and 1990. Although still higher than the statutery rate, the 1990 tax
.rate is lower than 1991 due to the income tax benefit, at the statutory
rate, related to the USW ERISA Lit::lgation settlement.

- Earnings from the discontinued packaging operations include im:erest: expense

of $2 million and $12 million relative to net advances made by the Company

to the packaging businesses in 1991 .and 1990, xespectively The Company
advanced funds to meet the packaging businesses’ domestic daily cash
requirements. Interest was charged on the advances at ‘rates which

approximated prevailing market rates. Accordingly, Other Income of the

Company’s continuing operations reflects the. above amounts as im:erest
i{ncome earned on the net advances. :

isposal of Packaging Businesses

In July 1992, the Company sold its equity investment in a plasties joint‘
venture to Ball Corporation for $7 million. No si.gnificant gain or loss was

recognized as a result of this transaction. The gain on disposal of
discontinued operations in 1992 resulted from a $19 million. adjustment to
prior year tax estimates and an $8 million payment, net of tax, received

from BTR Nylex Limited and a $1 million accrual, net of tax, relating to

additional sales proceeds from the 1990 sale of Continental PET

Technologies, Inc. This gain was partially offset by miscellaneous sales
adjustments. related. to the 1991 ‘and 1990 sales of cercain diseontinued,

packaging operations

In April 1991, certain subsidiaries of the Gompeny sold their European

packaging operations (”Europe”) to VIAG Aktiengesellschaft, a German

company. The transaction closed in June 19%91. Europe was engaged in

developing, manufacturing and marketing metal and plastic containers,
closures and related packaging products principally in Western Europe.
Revenue from these businesses was $818 million prior to the transaction
¢close in 1991 and $1,809 million for the year ended 1990, . Europe’s net
earnings for these same periods were $34 million and: $48 million,
respectively. The net proceeds were $853 million im cash. With the net

proceeds, the Company repaid in July 1991 short-term borrowings of $252
million. = The short-term borrowings consisted of $123 miliion which was - -
borrowed in June 1991 to repay intercompany loans made to the Company by a -
subsidiary of Europe and $129 million wh:u:h was directly related to

financing Europe’s capital expenditures.

P-13




PETER KIEWIT SONS’, INC.

Notes to Consolidated Fimancial Statements

{3) Disposal of Packaging Businesses (cogtinued)

In May 1991, the Company sold Continental Can International Corporation
("CCIC”), a wholly-owned subsidiary that held the Company’s interests in
metal packdging operations in Latin America, the Far East and the Middle
kF ' - East, to Crowm Cork & Seal Company, Inc. Revenue and net earnings were not

material during the period prior to closing in 1991 and during the yesar
ended 1990. Proceeds from the transaction consisted of $35 miliion paid in
cash at closing and a recelvable of $94 million which was collected in
November 1991.

In August 1991, the Company sold Continental White Cap, Inc. ("White Cap”),
a wholly-ouned subsidiary that manufactured wetal, plastic and composite
closures for food vacuum-packed in both glass and plastic containers to
Schmalbach Lubeca A.G., a German company, for $279 miilion, after certain
adjustments. Hevenue from this business was $119 million prlor to the
transaction close in 1991 and $175 million for the year ended 1990. Net
earnings for these same periods were $13 million and $19 million,
respectively. The proceeds consisted of a promissory note, with interest
at the LIBOR rate plus .625%, receivable in installments over the next five
years with the final installment due on December 31, 1995. The first
installment payment of $50 million was received in October 1991. Additional
payments totalling $25 million were received in December 1991 and January
1992 and $60 millfon was received in December 1992.

o i

o o cotemimi s, et . s e S

In November 1991, the Company sold Continental Plastic Containers, Inc. and
Continental Caribbean Containers, Inc. (collectively ”PCD”), two wholly-
owned subsidiaries that manufactured blow-molded rigid plastic containers
for household, automotive, industrial and food products, to Plastic
Containers, Inc., a mnewly formed corporation, for approximately $§150
million, after adjustments. Plastic Containers, Inc. agreed to pay the
Company, in addition to the proceeds of $150 million, a percentage of sales
S in excess of certain levels in 1992 and 1993, Revenue from this business
o was $190 million prior to the transaction close in 1991 and $252 miliion for

: the vear ended 1990. Net earnings for these same periods were $4 million
and $16 million, respectively. = The proceeds consisted of $50 million in
cash at the closing and a $100 million bridge note receivable which was
collected in April 1892,
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PETER KIEWIT SONS', ING, o 1

Notes to Gonso;idated FinanciaI,Stataménts

(3) Disposal of Packaging Businesses ‘continued

. The table below summarizes the gain on disposal for'each sale and for the
combined sales (in mitlions) during 1991: :

Europe - _beic White Cap = _PBGCD  _Total

‘Net Proceeds $ 853 $ 129 $ 219§ 150 $ 1,411
-Financial Reporting ; L e ;

Basis -1 41, 109 $6 . .806
Pre-Tax CGain 293 88 170 54 605
Estimated Tax ‘ : : S

Provision .94 .33 18 28 _233
‘Gain on Disposal ~  $ 199 $.55 8 92 526 $...372

The effective income tax rates differ from the expected statutory income
tax rates due to state income taxes and the tax‘bases being different than

the financial reporting bases.

Included: in the ‘gain on disposal of Europe is $43 million of cumulative
translation adjustments, consisting of $95 million of foreign currency
adjustments, vecorded at December 29, 1990, offset by $52 million of
foreign currency 19sses incurred in 1991.

The difference between the gain summarized above énd the‘gain ger the
¢,consolidated statement of earnings is $l million, net of tax, consisning
,‘of the followxng {in milllons) -

Purchase price adjustment for Continental’ PET Technologies, Im::~ % 17

Gain on sale of investment in uniconsolidated subsidiary ‘ : 6
Reserves for various sales of discontinued packaging operations {22)

'In March 1990, the Company, (through its wholly-owned subsidiary
Continental), sold Continental Beverage Packaging, Inc. .and Continental
Technology, Int. (referred to collectively as "CBP7) to Crown Cork & Seal
Company, Inc. (”Crown”). CBP consisted primarily of the domestic Beverage
and Food packaging busimesses. The transaction closed in July 1990.
Revenue from these businesses was $654 million until the transaction close
irn 1990. CBP's net earnings were not material during the same period.
Proceeds, after adjustment, approximated $493 million and consisted of cash
of $200 million and a receivable of $293 million. Crown later paid §117

~million in cash reducing the receivable to $176 million at the end of 1990.
During 1991, the Company received in caSh the remaining receivable along
with accrued interest. : :

P-15
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PETER KIEWIT SONS’, INC.

Notes to Consolidated Financial Statements

Dis‘OSal of Packaging Businesses (continuved

In August 1990, Continental sold Continental Bondware, Ine. ("Bcndware"),

' to Federal Paper Board Company, Inc. The transaction closed in September

1990. Revenue prior to closing in 1990 was $136 million. The net earnings
of the business were not material during the same period. - Proceeds,
including adjustments, were $165 million in cash.

In December 1990, Continental sold Continental PET Technologies, Inc.
("PET") to BTR Nylex Limited ("BTR"™), an Australian company. Revenue from
this business was $72 miilion in 1990. The net earnings of the business
were not material during the same period. Closing date proceeds, subject
to adjustment, approximated $110 million. BIR agreed to pay Continental
up to $40 million, of which $39 million had been recognized by December 26,

1992, from revenue recognized by PET during 1991-1993 from certain new
products. - At closing, Continental received a note receivable of $110
miiiion, which was c¢ollected in cash in January 1991.

The table below summarizes the gain (loss) on disposal for each sale and

“for the combined sales (in millions) during 1990:

CBP - Bondware - _PET Total
Net Proceeds $ 493 §$ 165 $ 110 $ 768
Financial Reporting Basis _ 497 94 55 . 646
Pre-Tax Gain (Loss) 4) 71 55 122
Estimated Tax Provision .58 28 .24 110
Gain (loss) on Disposal $ (62) $ 43 § .31 $. 12

The w¢ffective income tax rates are higher than the expected federal
statutory income tax rate due to the impact of leower tax bases in the
domestic packaging businesses as a result of purchase accounting and state
income taxes. : :

Disclosures about Fair Value of Financial Instruments

The following‘méthods and assumptions were used to estimate the fair value
of each class of financial instruments for which it is practicable to
estimate fair value: ,

Cash and Cash Equivalents: ‘
The carrying amount approximates fair value because of the short maturity

of those instruments.

Temporary Investments:

The fair value of investments are estimated based on quoted market prices
for those or similar investments and approximates the carrying amount.

P-16
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PETER KIEWIT SONS', INC.

.NOtes to Consolidated Financial Statements

The carrying amount approximates fair value for both the current and the

long~term portion due to the interest rate provided in the note."

Investments: -
The feir value of some investments are estimated,based OR quoted market
prices for these investments. For other investments (corporate preferred

stock) for which there are no quoted market prices the carrying value s

assumed to be a reasonable estimate of fair value. The carrying amount and

fair value are $180 million and $228 million. respectively.

V Short-term Borrowings and Long—term Debt"' . : ‘
The fair value of debt was estimated using the incxemental borrowing rates

of the Company for debt of the samexremaining maturities and approximates

- the carrying amount.

Investmenw in Gonstruction Joint Ventures S

;The Company has entered into a mnumber of construetion ‘joint " vehtureo

arrangements. Under these arrangements, if one venturer is financially

unable to bear its share of costs and expenses, the other venturers will B

be required to pay those costs and expenses.‘:'

;Summary Joint venture financial information follows‘,f

,Finanrial Position (dollars in millions) . "ffiulro-:1992v _ 1991
Total Joint Ventures : , _
Current assets L 8 395 § 393
Other assets (princ1pally construction s R T

equipment) 39 .. 43

| \ 434 436

Current 1iabilities B 1 215
Net assets R : - §$..253 $..221

lcomganx's Share , o | s : i
'Equity in met assets ‘ : $ 51 . § 40
Recelvable (payable) from (to) joint ventures L3 _ .5

Investment in construction joint ventures = S 48 § 45

P-17
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PETER KIEWIT SONS’, INC.

" Notes to Consolidated Financial Statements

1092 1891 1990

. Total Joint Ventures , ' ; :
" Revenue . $ 575 § 565 = § 645
Costs 522 703 - 677
Operating income (loss) : $ 53 $ . (138) $ (32
Companz's Share : :
Revenue ; $ 269  § 337 $ 350
costs 243 352 345

Operating income (loss) ’ $ 26 ’ $..(15) $ .5

Operating income in 1991 and 1990 was unfavorably 1mpacted by losses on
certain joint venture contracts including recording estimated losses on a

nonsponsored Denmark tunnel, project of §32 million and $8 million,,
réspectively.

Mariagement of “the nonsponsored Denmark tunnel project has completed
negotidtions with respect to the settlement of claims against the project
owner and equipment supplier. The new agreement covers the reimbursement

of certain costs incurred and timé extensions due to differing soil

conditions at the site of the tunnels. Costs incurred with respect to the
flooding of two of thé four tumnels being drilled as part of the project
have been covered by insurers. Because of the vemaining uncertainty’
involved in completing the tunnels; due primarily to the adverse soil
condftions, no adjustments were made in 1992 for the Company’s share of
estimated losses. -  Management believes that the resolution of the

~uncertainties should not materially effect on the Company’s financial

position.

Investments and Other Asséts

During 1992, the Company purchased additional shares of California Energy
Company, Inc. (”California Energy”) common stock for $23 millionm,
increasing its ownership to 21% and its investment in common stock to $66
million. The c¢umilative investment in common stock; accounted for on the

equity method, totals $73 million. The Company has certain options to

purchase additional shares of California Energy Common stock, The excess
purchase price over the underlying equity is being amortized over 20 years.

Equity earnings, net of the amortization of the excess purchase  price
over the underlying equity, were $4 miliion and $3 million in 1992 and
1991, respectively. California Energy common stock is traded on the
American Stock Exchange. ©On December 26, 1992, the market value of the

- Company's investment in California Energy common stock was $125 million,

based on the closing price.
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: Hotes £o Consoli.dated, Financiel Statemem:s

In 1992, the CQmpany also received dividends in kind consisting of‘vocing
- convertible preferred stock from Galifoznia‘Euergy valued at $4 million.
" The stock dividends brought the Gompany s total investment in,convertible

: , preferred stock to §$54 mi.liion

e Also inl 1.992 the Cnmpany acquired the xemaiﬁihg' - 20%: '0.{‘" a o

telecommmications subsidiary’s stock held by minority stockholders. The

purchase price in excess of the minority shareholders’ interest was $27

~ miliion: and has been reflected in the consolidated ba].ance sheetz ‘as

: ;'7 5% to 11 06% Notes to formex stockholders, 1993 2001 5 $ 17 $ 34 ;
. 8.85% Sinking fund debentures S e 36
. 8.85% Sinking fund debentures I e T
- 7.0% to 10.75% Convert:.ble debentures 1998 = 2002 C o5 ok
Other ETRAE & EER A Y
L fass cﬁrrent portion - c03y sy

goodwill. The Company also paid. approximetely $16 million for a 30%
" ownership interest in an electrical contracting business. - On December 26,
1992, the Company reclassified a $13 million investment (recognizing a $7
S jmillicm loss due to en other than temporary decline in market value) in
- American Exploration Company common Stock to temporaxry investments and a S
.~ $12 million investment in United States Can Compeny ("U S Can’”) preferred"
' stock to other current assets. ‘ : ;

'Long~Term Debt '
At December 26, 1992 an& December 28 1991 long-t:erm debt was as follows o

(dollars dn, mlllions) ‘,‘f'.; ,}{__.;;p ; ‘; i Lj";'-},,1992'<H; ; 1991; ea

The cenvertible debentures are convertx.ble durin,g October of the fift:h year

precediug their maturity date. Each annual series may be redeemed in its ’
entirety prior to the due date except during ‘the c:mversion ‘pexriod.
Debentures were converted mto 10,468, 36,598 and 62, 884 shares ‘of Class € = o
and Class D common stock in 1992, 1991 and 1990, respectively At December . .
26, 1992 151,253 shares of Class € common stock and 94, 0?8 ,s-hares of Class EEE

; ;'D common stock are’ reserved for future conversions

Scheduled maturities of long-term debt through 1997 are as follows (:ln

millions): 1993 - $3, 1994 - §7, 1995 - §7, 1996 - $6 and 1997 - §5.

P19
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PETER KIEWIT SONS‘’, INC.

Notes to Consolidated Financial Statements

(8) Income Taxes

An analysis of the provision for income taxes related to continuing

operations before cumulative effect of change in accounting ptinciple foxr

the three years ended December 26, 1992 follows:

1990

{dollars in millions) o 1992 1991
Current: ‘ ,
U.S. fedeéral : ' $ 62 $ 32 $ 51
Foreign ‘ -5 7 2
State .6 ‘ é .5
‘ 73 45 58
Deferred: : 1 :
U.S. federal @ 4) (9)
Foreign : ' 4) - 1
State , 2 = L=
' : S L) (4) D)
§_69 ,$ 4;‘ $ 50

 The United States and foreign components of earnings, for tax reporting

purposes, from continuing operations before income taxes and cumulative

. effect of change in accounting principle follow:

 (dollars in millions) 3992 1991

e 1990

United States , S - §$ 215 $ 74 ~§ 153
Foreign = ~ _4 .16 _5
, o $ 158

$ 219 $_90

No. 109, in 1991 and 1990 were as follows:

. The. components of the deferred income tax benefit prior to adopting SFAS‘

(dollars in millions) o 19097 1990

- Deprecxation and fixed assets - : : $ 4 $ 4

‘Retirement benefits and other. compensation : 1 3>

‘Mining revenue and costs ~ : B =} 11

. Insurance reserves ; . 3) 6)

Costs expensed for tax ‘ ; o T 4

Loss on oil and gas properties , - 1 (19)

~ Construction contract accounting : ‘ - (18) 4

“Equity earnings : : e -
Acerued revenue , , : P o 4 a
 Other L - D e

)




. Foreign taxes ; S ’
Prior year tax adjustments : e, K -
. Nondeductible expenses. o B
'Tctherk‘f' : ‘ R ' ‘ , =

’(dollars in miliions)
- Deferred. tax‘liabilities ( L R L : g
Investments in joint ventures - o 5108 -
~ Asset bases - accumulated depxeciation L S 149

. PETER ‘KIMT’so‘Ns”* :mc. S

Notes to consolidated ?inancial Statemant¢,

A xeconciliation of the actual provisian for - income taxes and the tax~*'

" computed by applying the  U.S. federal rate (34%) to the earnings from
- continuing operations before income taxes and cumulative effect of change
in accounting principle f6r~ the three years ended December 26 1992'

: follows‘ o SR ;

State income taxes : IR 5 T 3

| (dollars in millions) R f..1§92 o “’113”9'1‘ M 1590
Computed tax at statutoty rate R . 8§74 $ 31 Lo § o 54

L e S

_ Depletion - 1' e (T ,‘ (4)<,   (4),:»géffa~

Dividend exclusion o SR 3y ;(23 W

Equity earnings s ‘ R . S (33'

e www
!:
.

The Ccmpany and its domestic subsidiaries file a consolidated fede:al

income tax return. JPossible taxes, beyond those provided on. remittances
of undistributed earnings of foreign subsidiaries are not expected to be .
{material.y : . , :

The component° of the net deferred tax 1iabilities as of December 26 1992,

were as f0110WS‘ .

Deferred coal sales , L 25

Other . ‘v~'~; L R T i 34 :
,Total defprred tax 1iabi11ties S e e 318

'Deferred tax assets:

Insurance claims . ‘ - B L e

Compensation - retirement benefits .~~~ .o 38 :

‘Provision for estimated @xpanses R R B LSRR &

 Othexr = - R A R .32
. Total deferred tax assets . L e 10k
" Net deferred tax liabilities. - Ry sy

| B
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PETER KIEWIT SONS’, INC.

Notes to Consolidated Financial Statements

Emplovéee Benefit Plans

The Company makes contributions, based on collective bargaining agreements
telated to 1ts construction operations, to several muiti-employer union
pension plans. These contributions are included in the cost of revenue.
Under federal 1law, the Company may be 1liable for a portion of plan
deficiencies; however, there are no known deficiencies. :

The Company’s defined benefit pension plans cover primarily packaging
employees who retired prior to the disposition of the packaging opsrations.
The expense related to these plans was approximately $1‘million in 1992 and
1991 and $5 million in 1990. :

The Company also has a long-term incentive plan, stock appreciation rights,
for certain employees. The expense related to this plan was $6 million, §8

" million and $& million in 1992, 1991 and 1990, respectively. Substantially

(10)

all employees of the Company, with the exception of stockholders, are
covered under the Company’s profit sharing plans. The expense related to

‘these plans was $3 million, $2 million and $3 million in 1992, 1991 and

1990, respectively.

Postretirement Benefits

In addition to providing pension and other supplemental benefits, the
Company provides certain health care and life insurance benefits primarily
for packaging employees who retired prior to the disposition of certain
packaging operations. Employees become eligible for these benefits if they
meet minimum age and service requirements, are eligible for retirement
benefits or 4if they agree to contribute a portion of the cost. These
benefits have not been funded.

The net periodic cost for the years ended December 25 1992 and December
28, 1991, was as follows:

(dollars in millions) R 1992 1991
Health Life Health = Life
Insurance Insurance Insurance JInsurance

Service éoSt ~ benefits

earned during period $ = § 0 - $ - § -

Interest on accumilated ‘ "
benefit 4 2 4 1
Net cost $ 4 s 2 g & "§""‘“1

P*ZZ
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_Notes to Consaiidated ?inaneial,Stateﬁents '

3The accumulated postretirement benefit obligation as of December 26 1992

. was as follows:

' : e ~ Insurance Insursnce
_ Retirees ' R TR - ) | $ 1%
Fully eligible active plan participants R R e
Other active plan participants AR e T T e
Total accumulated postretiremenc ‘ T e Sl
benefit obligation : i : 51 RO .
Unrecognized met loss A o 2) SRR € I
Accrued postretirement benefit cost S 549 $..18

(11)

-

A 9% increase in the cost of covered ﬁealth,care'benefité was assumed for
fiseal 1992, This rate is assumed to gradually decline to 6.2% in the year
2020 and remain at that level thereafter. A 1% increaseeinAthe health care

trend rate would increase the accumulated postretirement benefit obligation

("APBO”) by $5 million at year-end 1992. The weighted average discount

rate used in determining the APBO was 8 0%.

The ex?ense for postretiremenr benefits, recognized as claims Were paid

relating primarily to packaging businesses sold in 1991 and 1990 was

approximately $22 in 1990.

The Company may make certain moditicaticns to the postretirement benefit
plans whlch,could reduce the acerued postret;rement benefit cost,

' t'oc’khal‘ders' E’guitx

Under the. Company s Restated Certificace of Incorporation,f effective

January 8, 1992, new Glass B and Class C 'shares can be issued only to.
Company employees and can be resold only to the Company at a formula price
 based on the book value of the Construction & Mining Group, ‘The Company

is generally required to repurchase Class B and Class © shares for cash

‘upon stockholder demand. Class D shares have a formula price based on the =
book value of the Diversified Group. The Company must generally repurchaSe_’“

“Class D shares £or cash upon steckholder demand at the formula price,
unless the Class D shares become publicly tradedk Although the Class D

shares are predominantly owned by employees and former employees, such
shares are not subject to ownership or transfer restrictions. e

In accordance with the»January 8, 1992 reorganizatxen, the number of
authorized shares of Class B, C and D common stock were increased to 8

p-23
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PETER KIEWIT SONS’, INGC.

Notes to Consolidated Financial Statements

Stockholders’ Equity (continued)
million, 125 million and 50 million, respectively.

In the event of liquidation, after the holders of any preferred stock have
been paid the par value and any accrued and unpaid dividends, the Board of
Directors will establish two liquidation accounts, the ”B&C Ligquidation
Account” and the "D Liquidation Account.” The assets of the liquidation
dctounts will be distributed as follows: Ffirst, Class B&C stockholders

will receive an amount equal to $1.00 per share, reducing the B&C

Liquidation Account; second, Class D stockholders will receive an amount
équal to $2.00 per share, reducing the D Liquidation Account; and thizrd,
any amount remaining in the B&C Liquidation Account shall be distributed
pro rata to the Class B&C stockholders, and any amount remaining in the D
Liquidation Account shall be distributed pro rata to the Class D
stoeckholders. :

For comparative purposes, the table below presents issuances and
repurchases of common shares assuming the plan of exchange was effected at
the beginning of 1990 since each outstanding share of existing Class B and
Class C stock was exchanged for one share of new Class B&C stock and one
share of new Class D stock. '

For the three years ended December 26, 1992, issuances and repurchases of
common shares were as follows:

Class B Glass C Class D

Common Common Common

Stock - _. _Stock Stock

Shares issued in 1990 507,764 507,764
Shares reputchased in 1990 160,000 - 1,714,749 1,874,749
Shares issued in 1991 514,518 514,518
Shares repurchased in 1991 : 206,000 2,897,335 3,103,335
Shares issuded in 1992 ) 2,886,418 1,019,553
Shares repurchased in 1992 137,000 4,765,161 1,693,353

In the fourth quarter of 1992, the Board bf Directors declared a $.30
dividend on Class B&C Stock and a $.35 dividend on Class D Stock. These
dividends were accrued in 1992 and paid on January 5, 1993.

P-264
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‘Notes t:o Ccnsolidated Financial Statements

(12) Other Income

Investment income was $98 million, 5108 nillion and $94 mill&.on in 1992
1991 and 1990, respectively. Investment income in 1992 in¢ludes $4 million
of dividends in kind received from an investment in California Energy
- preferred stock, $11 million of interest earned on various receivables from =
the sales of the discontinued packaging operations and $11 million of -
dividends accrued on an investment in U.S. Can preferred stock. Included
in 1991 investment income is $20 million of interest earned on the sales S
‘recelvables and $12 millicn of dividends received from U.S. Can preferred L
- stock. Investment income in 1990 includes $12 niliion of interest earned
on the sales receivable. Other Income in 1992 and 1991 also reflects gains
on the sales of timberlands of $5 million and $3 million, respectively, net
equity earnings from an investment in California Energy of $4 million and
$3 million, respectively, and information services income of $7 million and
$5 million, respectively. Other Income in 1992 was negatively impacted by
a decline in market value considered to be other than temporary of $12 :
-~ million recorded for two of the Company’s temporary investments. ~Other .
Income in 1990 reflects §$12 million earned providing construction :
consulting services and $17 million of gains on the sales of timberlands ,
This ificome was partlally offset by a $15 millién loss from the sale of
interests in certain producing oil and gas leases and related equipment
Generally, gains from miscellaneous asset dispositions made up the
remaining balance in each year, .




2 PETER KIEWIT SONS’, INC. : S

Notes to6 Consolidated Financial Statements

(13) Industry and Geographic Data

The Company operates primarily in three reportable segments: construction,

_mining ~and telecommunications. - The packaging segment 1s reported as
discontinued operations. Other industry segment data primarily includes
timberlands. ‘ Con

- Transfers between segments gre insignificant. A summary of the Company‘s
operations by geographic area and industry follows:

' Geographic Data (dollars im millfens) 1992 1991 1990

Reévenue: i
United States $ 1,808 $ 1,834 $ 1,683
Canada , 182 238 210
Other , , 30 e 14 24
e | $ 2,020 52,086 $ 1,017
| Operating earnings:
. United States $ 164 $ 89 $ 175
§ Canada 1 13 6 |
; Other = (33 (8 }
o | 165 69 173 i
| Interest income, net 63 35 4
L Nonoperating expense, net . (9) ery (19)
¥

- Earnings from continuing operations
before income taxes and cumulative
effect of change in accounting

iviors s g

principle $...219 $_ .50 $ 158

"5' Identifiable assets: ,
o United States ‘ $ 1,049 $ 861 8§ 8Dé
i Canada ' ' 90 102 97
Other areas , ; 10 ' - -
Corporate (1) 1,450 1,657 1,262

= 12 801
$ 2,599 $ 2,632 §.2.966

sty i

Discontinued packaging operations

(1) Principally cash, cash equivalents, notes receivable from sales of
discontinued operations and investments in all years.

S s
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Notes to COnsolidated Financial Statements -
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0

N Lol
s
D
Al
o

Revenue: , RN e e R
~ Comstruetion ~ o §1,659 §1,825 5 1,682

Mining i o 4e o219
Telecommunications FRE - 109 37
Other : i e B .5

s i i LA, i

Operating earnings: oo , : : : o
Construction ' : SR - 748 83§ 81
Mining , | 95 65 95
Telecommunications : : T (12) ' 27> - £23)
other . e ‘ 2y .20
- | PR o 165 T ey T 173

Interest income, net ' : 63 . 3% &

Nonoperating expense, net - : — (9) L asy 19

s

e e Y D Ty AR T o ;
[ERe. .

Earnings from continuing operations
before income taxes and cumulative effect ; : ; :
of change in accounting principle 08219 s 90 § 158

Identifiable assets: - i e : : LR
. Coristruction : : . % 543 $ 5271 § 561
Mining : o217 . 1% 190
'Telecommunications o i 363 205 103
Other ' SRR 26 . 35 0 49
Corporate ~ A ‘1,450 1,657 1,262 |
- Discontinued packaging , : ‘ = o ....2 . 801 3
, , ‘ 2 599 - §‘2,632 $ 2,96 e

S, e iy, i, Wi, R it i N i K

o e it

Construction = ' P RS - SRR ¥ s 57 ‘,S 71
Mining ~ : e 8 6 ’ 6
- Telecommunications ‘ : ; 80 5L . 39

EREE A

{t , ;

?é ER : Gapital,expenditures
£

1

¢

E

Other ; ; ; , s 5
Coxporate - o : o b3
: : , L 5

§ 120 § 172 5 173

Depreciation, depletion and
amortization: : ¥ L o : R
Construction o S8 45 §.. 53 % 56

- Mining ’ ; f : ‘ 12 o1 10
Telecommunications 21 R - 8. S
Other , ; e 3 3 e
Corporate SR : . 5.3 A

‘ ‘ ‘ 86 5. .82 o

NS TNt

K
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PETER KIEWIT SONS’, INC.

Notes to Consolidated Financial Statemerits

Summarized Financial Information

Holders of Class B&C Stock (Construction & Mining Group) and Class D Stock
(Diversified Group) are stockholders of PKS. The Construction & Miniag
Group contains the Company’s traditional construction operations pexrformed
by Kiewit Construction Group Inc. and certain mining services, performed
by Kiewit Mining Group Inc. The Diversified Group contains coal mining
properties owned by Kiewit Coal Properties Inc., telecommunications

- companies owned by MFS Communications Company, Inc. ("MFS”), a minority
Interest in California Energy and miscellaneous investments. Corpoerate

assuts and 1iifabilities which are not - separately identified with the
ongoing operations of the Construction & Mining Group or the Diversified
Group are allocated equally between the two groups. o

A summary of the results of operations and financial position for the
Construction & Mining Gfoup and the Diversified Group follows. These
summaries were derived from the audited financial statements of the
respective groups which are exhibits to this Annual Report. AlX
significant intexcompany accounts and transactions, except those directly

~ between the Construction & Mining Group and the Diversified Group, have

been eliminated.

Construction & Mining Group:
1992 1991 1990

Results of Operations:

Revenue ' SL1.671  §1.8% $1.671
‘Earnings before cumulative effect
_ of change in accounting principle $ 69 S 23§ 57
‘Cumulative effect of change in
~accounting principle 13 “ =
" Net earnings $ 82 8§ 23 $. . .57
Earnings per share:
Earnings before cumulative effect :
of change in accounting principle 8 3.79 $ 1.12 § 2.47
Cumulative effect of change in » ,
accounting principle s 89 s =
Net edrnings $..4.48 0§ 1.12 § 2.47
Financial Position:
Working capital $ 342 .8 285
Total assets : 862 849
Long-term debt, less current portion 12 ; 13
Stockholders’ equity 437 400

Included within earnings before income taxes 1s mine sexvice income from
the Diversified Group of $29 million in 1992 and $8 million in 1991 and
1990. | S

‘P-28
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PETER KIEWIT SONS’, INC.

'f Notes ¢6 Consoclidated Financial Stﬁtemeﬁts,

(143 Summariégd Finaﬁcial Information 'cantinﬁed

.DiVersified.Groﬁp:

1992 1991 __1990
S 8  Results of Operations. U i B e e
% L ~ Revenue T o $..369 8 252 S 246
| SR ' Earnings .from continﬁing : : R o

’ operations before cumulative

effect of change in accounting , e v
principle $ 8L 0§ 26 § 51
Cumulative sffect of change in S j BT
' accounting principle ' o ‘ (1) PO ‘
Diseontinued Operations oo A 382 (28),
Net~earnings , : $ 99 s 418 § . 23

‘Earnings per share:
Earnings from continuing operations
before cumulative effect of change

- .in accounting principle o o $ 4600 0§ 1.26 § 2.20
Cumulative effect of change in T '

- accounting principle’ o - €05 L
Discontinued operations : .97 19.04  __€1.17)
Net earnings , , - $ 4,92 $.20.30 8 1.03

Financial Fosition: 4 : i :

‘Working capital o 8 19 s 788

Total assets Co 1,759 - 1,801

. Long-term debt, less current B Sl ‘

portion o R 18 97

Stockholders' equlcy : 1,021 996

Included within earnings from continuing operations before. income taxes'
is mine management fees paid to the Kiewit Cons truction &,Hining Group of |
$29 million in 1992 and $8 million in 1991 and 1990 :

P-29
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PETER KIEWIT SONS’, INC.

Notes to Gonsolidated Financial Statements

Other Matters

The Company and a number of its subsidiaries were defendants in three

related lawsuits filed in the U.S District Court for the District of New
Jersey (collectively, ~USW ERISA Litigatiom”). Plaintiffs in these
actions represented a class of former employees at various Continental Can
Company, Inc. plants, all of whom weére members of the United Steelworkers

 of America. Plaintiffs’ complaints included alleged‘violations of Section

910 of ERISA.

In December 1990, the Company and continental settled the USW ERISA
Litigation filed against The Continental Group, Inc. and certain of its
subsidiaries prior to it being acquired by the Company in 1984. Under the
terms of the settlement, the defendants agreed to pay $415 million into

‘a settlement fund in two installments of $207.5 nillion.  The first

installment was paid in December 1990 and the second installment was paid
in February 1991. The resulting impact of the settlement is reflected
within the results of discontinued operations in the 1990 consolidated
statement of earnings. The settlement amount is significantly in excess
of the USW ERISA Litigation reserve that had been established in prior
years. The 1990 charge pertaining to the USW ERISA Litigation was $180
million, after giving effect to amounts previously reserved and related.
income tax benefits Other reserves for approximately $25 miilion after
taxes, unrelated to the USW ERISA Litigation, were reversed. The Company

- had recorded charges against prior years’ earnings for possible

reorganization aceruals, domestic and foreign valuation reservés, other
litigation costs and accruals for legal proceedings which management
believed were no longer required.

In addition to the above matters, the Company is involved in various other
lawsuits, claims and regulatory proceedings incidental to its business.
Management believes that any resulting liability, beyond that provided,
should not materially affect the Company’s financial position.

‘ ‘In'many'pending proceedings the Company‘is one of numerous defendants who '

may be “potentially responsible parties” 1iable for the cleanup of
hazardous substances deposited in landfills or other sites. The Company
has  established reserves to cover its probable liabﬂlities for

_environmental cases and believes that any additional 1iabilities will*not
materially affect the Company’s financial condition.

IE is customary in the Company’s industries to u3e_vér16us financial

instruments in the notmal course of bisiness. These instruments include

- items such as letters of eredit. Letters of credit are conditional

commitments issued on behalf of the Company in accordance with specified
terms and conditiofis.. As of December 26, 1992, ‘the Company had
outstandlng letters of credlt of approxlmately $129 million

P-BO




oas

 PETER KIEWIT SONS’, INC.

Notes to Gonsolidated Financial Statements

'-COntinental remai'ns cantingently 1iab1e as & guarantor of $131 mi.llion of
: '&ebt relating to various businesses which haVe been sold L

The Gompany Ieases various buildings and. equ,ipmem: under bot:h operating e
and capital leases. Minimim rental payments on buildings and equipment -
‘subject to noncancelable operating leases during the ‘next 25 years. R

aggregate $56 million.

In 1974 a subsidiary of the company ("K:lewit"), eutered into a 1easel g
Lo agreement with Whitney Benefits, Inc., a Wyoming charitable wrporation; T
: ("muitney") Whitney is the owmer, and Kiewit is the J.essee,’ of a coal Pl
deposit underlying approximately 1,300 surface acres in Sherigdan Gounty,;j,.ﬂ
Wyoming. The coal was rendered ‘unmineable by the Surface Mining Control
~and Reclamation Act of 1977 (”SMCRA"), which prohi‘bited snrfaca mining of

eoal in alluvial valley. floors significant to farming and 10cated west of

- the hundredth meridian. The Whitney-Kiewit coal deposit is located within .
‘the Tongue River alluvial valley floor. In 1883, Whitney and Kiewit filed
 an action now titled Whitney Benefits, Inc. and Peter Kiewit Sons’, Co.
- w, The United States, in the U.S. claims Court. Plaintiffs alleged thatv R
‘their coal had been "taken” within the meaning the Fifth Amendment upon - =
' the enactment of SMCRA in August 1977. ‘They sought just c.ompensation for :
~ that taking. In October 1989, the Claims Court ruled that a taking had .}
occurred and awarded plaintiffs the 1977 fair market value of the“yroperty :
, (calculated to be $60 million) plus interest, . In February 1991, the U.S.
Gourt of Appeals for the Federal GCircuit affirmed the decision of the
" Claims Court. In November 1991, the U.S. Supreme Court denied ‘certiorari.
The effect of the denial was to 1eave intact the claims Gourt decision.f

. The. Claims Cou::t lit:igation conti'nues with respect tc whethnr t’hem
. plaintiffs are entitled to simple interest or compound interest on the $60
‘million judgement. Simple interest for the period August 1977 through .

- ‘Dacember 1997 would be approximately $96 million. Compound :.nterest for A

e the same period would be xﬁore than twice that amount:.,

The - government has filed ‘twor post trxal motions in the Claims cgurt. : In
‘March 1992, the government requested a new trial to redetemine the value
of the property. In June 1992, the government filed a motion based upon

= 28 U.S.C §1500 to reopen and set. aside the 1989 judgement as void and to

@ismiss plaintiffs’ complaint for lack of Jurisdict:.on. In Augusr 1992,
the Claims Court indicated that both motions would be denied. A written
kcrdex has not yet been entered, ‘The government may appeal from the order e

','Kiewit and Whitney- have agreed t‘nat Kiewit will receive 67 5 percent: and «
Whitney will receive 32.5 percent of any award. It is not presently known
~when these proceedings will be concluded, what amount will ‘be awarded t:o
‘Kiewit, nor when payment of that amoum: will oceur, :

'P{-sl =
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PETER KIEWIT SONS*, INC.

Notes to Consolidated Financial Statements

(16) Subsequent Events AP | L - B 3

On March 11, 199’3",’ the Company’s telecommunications Subsidiary‘, }fFS‘,“filed

a4 registration statement with the U.S. Securities and Exchange Commission
seeking permission to conduct a public offering of shares.

B-32




'Obligations of . 8. Government

',;Corporate common stock . ‘,'~ , el  .~:539 :'
‘ Collaﬁeralized mortgaga oblmgations ' ‘ E, e _'119

f'Strips - Interest only collateralized

N A6crﬁed,1nterest

~ Investments -

b Preferred Stocks ‘ o Sy
" California Energy Company, Inc ' R PR 1

S ¢a) Inéluﬂes éuﬁulative net equity earnings.

PETER KIEWIT SONS' INC AND $UBSIDIARIES

Temporary Investments and Investments
: Decembex 26 1992 e

.

'Type of Securi:y " Principal

. Market
-~ Value .

Amownt .
© Garried

Balance

o or. Issuer (dollars in mi’lions) __Amount ___ Cost

: Temporagx'Investménts»

and its agencies ETTN ETUREE S R ?Q;V $ 80

fCertificatesfodeeposit° _v : g 'fv21  4
i Municipal bonds ; B = e .53  54“'
Money market preferred stocks . A 'kg e o 8("

7iCprporate bonds ‘

- Balomon Ineg. :' el - 125 s 136~:
Other Ceenn , SeEnal s 292j‘ 209

cOrPorate preferred stocks o . : 70“  70

 butch auctlon;?xeferxed.stock: S 3 3%

@

‘ mortgage obligations o , - g

F
@
2

Common stocks: ST L
Galifornia/Energy COmpany, Inc. e 8 66

5%

287

$ 8
o

a0
‘2:99’5 s

0

Otherv T o [ Y

Other : U : [ BRI -
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PETER KIEWIT SONS’,

* SCHEDULE VIII

ING. AND SUBSIDIARIES

Valuation and Qualifying Accounts and Reserves

Balance,
Beginning

~ (dollars in millions) of Period.

Additionsg
Charged to
Costs and

o EXpenses

Year ended
December 26, 1992
Allowance for doubtful ,

“trade accounts $ 7

_Reserves:

Insurance claims 61
Retirement benefits 58

Year ended
December 28, 1991 :
Allowance for doubtful

trade accounts § 8

“Reserves: cea
Insurance ¢laims C. 45

,‘Reﬁirement benefits N 1

1Year ended
‘December 29, 1990

~,A110wance for doubtful

trade accounts and for : .
“-e¢ash discounts : $ 53

Reserves:

Insurance c¢laims < 57
T Retirement benefits 357

Amounts . v
Charged Balance
to End of

(XY
o O

25

37

11

3%

37

Reserves Other (a ) _Period

$ W s - s 7

(15) - 86

(8) 16 : 74

s @ s - s 1

‘(é) ' - 61
¢5) - 58

s s se s 8

12y 3D a4
ALY (332) : 21

net of tax to their pre-tax amounts.
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1‘(a) Primarily reclassifications to net assets of discontinued packaging operations in
1990.  In 1992, adjustment made in accordance with SFAS No. 109 to adjust
remaining retirement benefits, acquired in prior business acquisicions, reécorded
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, 'PETER KIEWIT SONS‘, INC. AND SUBSIDIARIES

Shorﬁ-Tbrm Borrowings

|
|
*ﬂbighteﬂ . Maximum ]~“u3"‘ R vaéightédf;fj'l
Average = Month-End  Average = Average ‘

: Interest = Amount . Amount Interest [
Balance,  Bate, Outstanding Outstanding ~  Rate | ]
e L . End of  End of During the During the  During the -
7f7dD11ars in millions) L ngidd” Period B ?efiba:.»,nw»?eriodiﬁa)QV Perlod‘?j.L'

Bank Borrowings % B0 34 % BD - R s

5 Year ended December 28, 1991 R : S T R
Bank Borrowings TR S ‘;% 0§ 266 % 92 3 1933§f e

j; ferar ended. December 29, 1990 ER i EEE AT e e ey S
©pamk borowmgs | § 263 L3 § 263§ 12 13 ¢

V*f(a) Determined on the b351s of avarage daily balances of short term bozrowingsg‘ The~19927' b
rbank bo:rowings were. made duzing the last waek of the year. L ke A

,fl‘The bank borrowxngs prov1ded for lnterest at vaxious rates and matured on.various dates i
-v‘wlthin ‘one year. , , St D AL L

m;[ Hpn R i s i e Y 5

Vﬁi:
,r;%[;
._:%f
1




" SCHEDULE X

PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

Supplementary Income Statement Information

Charged‘to,COSts'and Expenses
1992 1991 19990

Royalties (a) | | $ 27 $ 24 $ 23
Production taxes (a) o : ‘ 26 19 28

& ~* (a) The Company incurred royalty costs and prodﬁétionﬁtaxes‘with~respect to its mining
' operations based on the tons of coal mined or sold from various properties.

Advertising costs, amortization of intangible assets, and taxes other than payroll and
, . ‘income taxes are not presented as such amounts represent less than one percent of
S * revenue as reported in the related consolidated statements of earnings.

The costs to repair equipment used on construction contracts, which are charged against
such contracts, are excluded because it is impractical to segregate them from other
contract costs. Majintenance and repairs costs, primarily related to the Company’s
discontinued packaging operations, in 1992 were less than one percent of reévenue and.
in 1991 and 1990 were $50 million and $140 million, respectively. ~

o i i s R i e o o e e

P-36
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. EXHIBIT C

PETER KIEWIT SONS’, INC.
8BC FORM 10-Q







FORM 10-Q
SECURITIES AND EXCHAhGE commxcsxow

Washlngton, D.C. 20549

{Mark One) ~
[X] QUARTERLY REPORT PURSUANT TO. SECTION 13 OR‘ls(d)
A OF THE SECURITIES EXCHANGE ACT OF 1934

- For the Quarterly Period Ended June 30, 1993
k OI
11 'TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
: OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period __ . to

Commission file number 0-15658

PBTER KIEWIT SONS*, INC
(EXact name of registrant as spec1f1ed in its charter)

Delaware ' , ;  47-0210602

(State of Incorporation) , - o ' ‘ {1.R.S. Emplaver
' - ldentification No.)
1000 Kiewit Plaza, Omaha, Nebraska | o eB131
- {Address of principal exscutive offices) (Zip Code)
| 402-342-2052

{Registrant’s telephone number,
including area code) -

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding ‘12 -months (or for such shorter period that the’
- registrant was required to file such report(s)), and (2) has been SUb]ect to
such filing réqULrements for the past 90 days Yes,qza No

The number of shares outstandlng of ‘each c¢lass of the issuer’s common.
stock, as of August 2, 1993: ‘ : :

Class B COMMOT SEOCK. i st e e L. ..., 1,180,400 shares

Class © Commor Stotk..... . cou.ons. e L N R wevesss s 16,354,940 shavres
- Class D Common Stock...... e i s e e e e e ce TR L0 19,991,920 shares

POOR ORIGINAL
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Earnings

{unaudited)
o o Three months ended Six months ended
(dollats in millions, - o June 30, June 30,
- _except per share data) s 1993 . 1992 , 1993 _..1992
 Revenue ' 8§ 540 $ 487 $ 975 § 929
- Othar Income (Loss) {20) 30 b o S
: ' , 520 517 979 ... 987
Costs and Expenses: . ;

Cost of reveriue : 446 422 832 809

Selling and administrative 42 40 83 85

Interest 3 .3 5 6

491 6 920 900
: - 29 ‘ 52 59 87
Gain on Sale of Subsidiary’s
Stock 80 - 80 -
© Earnings from Continuing
7 Operations before Income

Taxes and Cumulative

Effect of Change in : : ‘

Accounting Principle 109 52 139 87
Provision for Income Taxes = 39 .18 49 30
Earnings from Continuing

- Operations before

Cumulative Effect of

Change in Accounting ,

Principle: .70 34 90 57
Cumulative Effedt of

Change in Accounting

Principle - - - 12
Earnings £rom ;
Continuing Operations 70 : 34 ' 90 69
" Earnings from discontinued
- operations net of income

taxes of $- in 1992 = 1 - 1
Net Earnings $..70 $ .35 $ 90 s .70

. Cash Dividends pey Common

Share: = ,

B&C Stock S S .z $..30 $ .40
D Stock s - S - S .50 $.1.60

See accompanying notes to consolidated condensed financial statements.
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(uraudlted)

g Three moniths ended. -
. (dollars in milliens, SRy L June 30,

PETER KIEWIT SONS'i INC “AND SUBSKEIARIES
Consolidated Condensed Statements of Earnlngs (contlnued)

1992

Six mdnths'ended
_June 30

 ‘-exéept_ger“share;data\, 1993

Earnings Attributable to
Class B&C Stock: ’
Earnings before Cumulative
Effect of Change in ‘
Accounting Principle. ~ § 22
“Cumulative Effect of , ’
Change in Accounting -
~Principle ; e s

Net Earnings o §‘22,

Earnings Attxibutable
to Glass D Stock:

Earnings from ConC1nu1ng

. Operations before
Cumulative Effect
of Change in , " ;
Accounting Prineiple -5 48

Gumulative Effect ' '
of Change in Accounting
Principle i =

Earnings from. SRR

© Continuing Operations S 48

Earnings from Dlscontlnued
Operatlons , R

Net Earnlngs ‘ ’ S 48

16

H .

$ 17

E=2 =

$16

1993 1993

k1l
B

5 63 s

28

L

P-2

~ See accompanying notes to consolidated condensed financial statements.




PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolldated Condensed: Statements of Earnings (contlnued)

(unaudited)
; o Three months ended Six months ended
(dollars in millioms, . June 30, ‘ e June 30,
except per share data) 1993 1992 1993 1992

Earnings Per Common Share:

Class B&C:
Earnings before Cumulative
Effect of Change in : : ‘
Accounting Principle $ 1,30 $ 1,13 $1.56 51,58
Cumulative Effect of ‘
Change in Accounting : ~
Prindiple e = , o , 70

Net Earnings - §.1.30 - s 1.13 $.1.54 ' $.2.28
Class D: ' ' o

Earnings from Gontinuing
Operations before
 Cumulative Effect of
Change in Accounting ‘ _
Principle , $ 2.46 $ .82 - $ 3.21 $ 1.48
Cumulative Effect of ' , ,
. Change in Accounting

Principle —— — s . £.04)
Earnings from Contxnulng : ; R ‘
Operations 2.44 .82 3.21 1.44

Earnings from Discontinued ' '
Operations : IR .02 A v .03
Net Earnings $ 2,44 s .84 $ 3.21 1,47

See accompanying notes to consolidated condensed financial statements.
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 PETER RYEWIT sons'f

ING. AND SUBSIDIARIES
C01salldathd CondensedABalance‘sheets '

- June 30,

1993

"December 26,'f7_ R

‘", 1992

(dollars 1n mllllons)
ASSETS

Cur;ent Assets: . :
Cash and cash equlvalents

. -cost or market
“Rece;vables, less allowance of $7
“and 87 ;

~~Note recelvable from sale of

: dlscOnt1nued opelanions
 Costs and earnings in excess of

- Temporary investments, at 1ower of i

‘billings on uncompleted contracts

: Investment in constructlnn Jclnt
ventures

k‘f,wDeferred;lncome ta\es
“Other mE

Total Currenu Assets :

a4 Property, Planf and Equlpment, less~

accumulated depreciation and
amortization of $601 and $575

" }Note Receivable from Sale

of’Dlscont;nued 0perat10ns

Inyestments

Other Assetsk

(mnaudlted)

§ 2k

g0s

,1234

111

79

64
77

1,799

905

;:z?ifﬁr e
0
‘f53}:_f

e
85

90

1685

30

s

180
236

; § 2. 599jg”'

P-4

o See accompanylng notes “to consolldated condensed flnanc1al statements\‘;




PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets

{dollars in millions, ' June 30, ~ ‘ December 26,
~except per share data) = : ....1993 o 1992
(unaudited)
LIABTLITIES AND STOCKHOLDERS' EQUITY ‘
Current Liabilities: : R :
Accounts payable 8 156 o § 198
Short-term borrowings : 50 o 80
~ Current portion of long-term debt 8 : : 3
Accrued costs and billings in excess '
of revenue on uncompleted contracts 121 E - 107
Acerued insurance costs 66 : 66
Other 100 .93
‘Total Current Liabilities 501 547
Long-Term Debt, less current portion « -2z S : 30
Deferred iIncome Taxes 303 Co 267
Retirement Benefits ; T4 : , 7
Acerued Reclamation Costs : 91 - 9
Other Liabilities : 101 , e 117
Minority Interest ‘ 155 ! 12

| Stockholders' Equity:
s Preferred stock, no par value,
SR Authorized 250,000 shares:
L o no shares outrstanding
Common stock, $.0625 par value,
$1.3 billion aggregate
redemption wvalue:
Glass B, authorized 8,000,000
‘ shares* 1,180,400 outstanding in : R
1993 and 1,257,000 in 1992 ' — s
Class C, authorized 125,000,000
shares: 16,606,729 outstanding - : : :
- in 1993 and 17,505,535 in 1992 : 1 : 1
Class D, authorized 50,000,000 ‘
shares: 19,919,373 outstanding : o
$n 1993 and 20,104,478 in 1992 : SRS S 1

~ Additvional paid-in capital ' 161 - ' 145
Foreign currency adjustment : (2) R 3
‘Retained earnings ' 1,338 ‘ o ..1.308
Total Stockholders’ Equity 1,499 o 1.458

§2.746 & $ 2,599

See accompanying notes to corsolidated condensed financial statements.
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PETER KIEWIT SONS*, INC AND SUBSIDIARIES .
Consolldated Condensed Statements of Cash Flows

(unaudlted)

Jy(do]lars'in millions)..

‘ Slx:ﬁonths ended

Jine 30

T 1993

992

' Cash flows from operatlons

Net caah prov1ded by contlnulng operatlons

' S .Cash flows fram 1nvesting actxv1tles* ~
© . Proceeds from sales of temporary investients

*Purchases of temporary investments

" - Proceeds from sales of property, plant and

equipment, and other 1nveqtments

' Capital expenditures

~ Investment in affiliates ' :

 Redemption of U.S. Can preferred Stbck

~Other ; ' ‘
Net ¢ash used in 1nvest5ng acthltles S

Cash ﬁlows from,flnanc1ng act1v1t1es.

‘Long-term debt borrowings -

" Payments on long-term debt, anludlng
o eudrrent portlon i

Net change in short- term bor*ow1ngs
Issuances of common stock

 Issuances of subsidiary's stock

Repurchases of conimon stock

Dividends paid ,
Net cash provided by (used Ln) fln&nClng
' activities ,

 ‘Cash flcws from dlsCQntlnued paﬂkaglng

operations: :
Proceeds from sales of dlsconc1nued
packaging operations
Other -cash provided by discontinued
packaglng operations ‘
Net cash provided by discontinued
packaging operations

Net changé in cash and cash equivalents

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

- VSuppIeméntal disclosure of cash flow

dinformation for continuing and
discontinued operations:.

S Taxeg '

 Interest

3132

(3,203)

g
7
(3

12

{2y

3,590

3$ 1

3,49

5

© (60)

<1s>=;i4

18
(3)

ETETIE

@
@0
BT

1233

ERRE (50) o
2

1450

e

(161)

RET R

'(Ba)

0

(168)

115

118

(1523

243

P-6

See accompanying notes to consolidated condensed financial statements. ~




PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statements

The consolidated condensed balance shest of Peter Kiewit Sons’, Inc.
("PKS”) and subsidiaries (the "Company”) at December 26, 1992 has been
condensed from the Company's audited balance sheet as of that date. All
other financial statements contained herein are unaudited and, in the
opinion of management, contain all adjustments necessary for a fair

presentation of finaneial position and results of operations for the
periods presented. The Company's accounting policies and certain other
disclosures are set forth in the mnotes to the consolidated flnancial
statements contained in the Company’s Annual Report on Form 10-K: for the
year ended December 26, 1992.

The consolidated condensed statements of earnings for che‘three months and
six months ended June 30, 1992 were restated when the Company filed, on

“April 22, 1993, a Form 8, Amendment 1, to its June 30, 1992 Quarterly

Report on Form 1G-Q. The Form" 8 restated the Company’s results of
operations and financial position to reflect the adoption of Statement of
Finaneial Accounting Standards (”S$SFAS") No. 109, ”"Accounting for Income
Taxes”, as of the beginning of 1992, : .

The Company adopted income statement recognition for the issuances of
stock in a public offering by MFS Communications Company, Inc. ("MFS"), a

vsub51d1ary of the Company.

Temporary investments at June 30, 1993 and December 26, 1992 include
approximately $54 million and $48 million, respectively, of investments
which are being held by the owners of various construction projects in
lieu of retainage. Receivables at June 30, 1993 and December 26, 1992
include approximately $39 million and $35 million, respectively, of
retainage on uncompleted projects, the majority of which is expected to ‘be
collected w1th1n one year.

Where appropriate, items within the consolidated condensed financial

‘statements have been reclassified from the previous year to conform to
current year presentation.

Primary earnings per share of common stock have been computed u51ng the
weighted average number of shares outstanding during each peried. Fully
diluted earnings per share have not been presenned because it is not
materially different from earnings per share. The number of shares used

in computing earnings per share was as follows:

Three months ended Six months ended

. June 30, o June 30,
1993 1992 1993 1992
Class B&C 16,968,572 16,213,221 17,081.835 17,775,743
Class D 19,876,053 20,447,039 19,895,207 20,152,755

P-7




'PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Notes to Consolidated Condensed Finanéial'Statements 

Holders of Class B&C Stock (Constructxon & Mmmg Grcup) and Class D St:oc:k

'(DlVéfSlfled Group) are stockholders of PKS. The Construction & Mlnlng‘
Group contains the Company’s traditional constructlon operatlonS'performed‘

by Kiewit Construction Group Inc. and certain mining services, performed
by Kiewit Mining Group Inc. The Diversified Group contains coal mining

properties owned by - Kiewit Coal Propertles Ine., telecommunlcatlcns
“companies owned by MFS Commnunications Company, Inc., a minoxity interest :
“im California . Energy Company, Ine. {“"California ‘Energy”) and
miscellaneous investments. Corporate assets and 1léb1]1:1es which are not.
separately identified with the ongoing operations of the Construction &

Mining Group or the DlVerSlfled Group are allocaced equally betwean che

ftwo groups

A summary of the results of operations and flnanclal p051t10n for: the7:f
- Gonstruction & Mining Group and the Diversified Group follows. The
summatry information for December 26, 1992 was derived from the audited
-Financial stacements of the respective groups which were exhibits to the =
1992 Annual Report. All other summary information was. derived from the
unaudited financial statements of the respective groups whlch.are exhibits
to this Form - 10-Q.  All significant intercompany accounts and
‘transactions, except those directly between the Cnnstructlon & Mlnlng

Group and the Dmver31f1ed Group, have been eliminated.

pP-8




PETER KIEWIT SONS', INC. AND SUBSIDIARIES
‘Notes to Consclidated Condensed Financial Statements
3, . (continued)
' Gornistructisn & Mining Group:

Three months ended  Six months ended

: June 30, —.June 30,
~ ~ 1993 1992 1993 1992
‘ Résults of . Operatlons. ' L L v -
Revenue - ‘ $. 457  §_409 - §$_ 810 $ 768
Earnlngs before cumulative
effect of change in : S '
accounting principle $ 22 $ 18 & 27 5. 28

Cumulative effect of
. change in accauntlng

principle S [ A 13
Net earnings $..22 s 18 ¢ 27 S 4l
Earnings per share:

Earnings before cumulative

effect of change in R - :
ateounting prindiple $ 1.30 . 5:1.13 8§ 1.54 $ 1.58
Cumulative effect of change = L

 in accounting principle - 10

Net earnings 5 1,30 $1.13 $1.56 $.2.28

~June 30,k ', December 26,

: : 1993 1992
Financial Position: e ,

Working capital , , : ’ 8 336 L S 342
Total assets 831 862
Long~term debt, less current portion Lo 10 ' 12
Stockholders’ equity : . o 438 . 437

Included within earnings before income takes and cumulative effect of
change in accounting principle is mine service income from the Diversified
Grdupkof‘$7-million for the three months ended June 30, 1993 and 1992, and
§14 million and $16 mllllon for the six months ended June 30, 1993 and
1992 respectlvely :

F-9




PETER KIEVIT SONS’, INC. AND SUBSIDIARIES

Notes to. Conso1ldated Condeﬂsed FlnanCLal Sta tements

3] (contlnued)
L Dlvers;fled Group:

Three‘mdnths'eﬁde&,‘ Six months ended
e Jume 30, ciy June 30,
~1993 . ‘ 1992 , ~g1993 : 1992

" Results of Operatlons : St co ,‘f~ ‘ff : T -'_‘, :
Revenue o R - 5...83 .78 & _i65 $ 161
ﬁarnmgs from continuing
‘operations before

 cumulative effect of
~change in accountlng RS ; e e T T e T T
cprineiple e $ 48 8 16 % 63 - § 29

Cumulative effect RE , BRI R '

‘k,of change in - , S L w e T S
accounting principle 1, e e w1
Earnings from cpntxnumng L L L R

- operations - e S48 16 0 63 9B

Earnings from dlsconelnued : (03 SR B LT R R

‘ operatlons I e e e e 1

Net earniﬁgs s

‘Earnings per share: -
- Earnings from continuing
operations before cumulatlvef
effect of change in , LT e e '
. accounting principle ' $2.44 0§ .82 53,21 $ L. 48
 Cumulative effect of change im . 0o
- accpunting principle T S A S P , u( 0&)
Earnings from contlnulng T (RIS o
operations - » 2,44 . .82 . 3.21 ,:1»ﬁ&
Earnings from d15cont1nued o R e e
operatlons SRR e E 02 e 03

. Net earnings . . $24s 5. .8 $321 §$i47

. P-10




'PETER KIEWIT SONS’, INC. AND SUBSIDIARIES
'Noiés to Consolidated Condensed Financial Statements
3. (continued)

Diversified Group (continued): ; ; S
: ot ‘ : June 30,  December 26,

1993 1992
Financizl Position: : R
Working capital $ 962 $ 796
‘Total assets , 1,920 - 1,759
Long-term debt, less current portzon 12 . 18
Stockholders’ equlty : 1,06 1,021

Included WLtth.ealnlngs from continuing operations before income taxes
and cumulacive effect of change in accounting principle is mine management
fees paid to the Construction & Mining Group of $7 million for the three
months ended June 30, 1993 and 1992, and $14 million and $16 million for
the six months ended June 30, 1993 and 1992, respectlvely

4. The Company is involved in various lawsuxts, claims and regulatory

- proceedings incidental to its business. Management believes that any

- resulting liability for legal proceedings beyond that prOV1ded should not
materially affect the Company s f1nanc1a1 pOSlthn

5. A Registration Statement filed on March 11, 1993 by MFS seeking permission

" to conduct a public offering was declared effective on May 19, 1993. oOn

that date, 12.7 million shares of MFS' common stock, approximately 22% of

- total shares outstanding, were sold to the public at an initial public

offering price of $20 per share for approxlmately $235 million. As a

result of this transaction, the Company recognized an after-tax gain of

$53 million in the second quarter of 1993 representing the increase in

- value of the Company's investment in MFS. Substantially all of the net.

_proceeds from the offering are intended to fund MFS' growth. The 22%

‘outside ownership has been reflected in the consclidated condensed balance

sheet as minority interest. Prior to the public offerxng, MFS was a
wbolly»cwned subsidiary of the Company.

On June 9, 1993, the Company signed a letter of intent to acquire
APAC-Arizona, Inc. (”APAC”) from Ashland 0il Company, Ine.  for §55
‘million, subject to adjustments. APAC is engaged in “construction and
mineral businesses in Arizona and the surrounding area. Consummation of
the transaction iz subject to the execution of a definitive agreement
govarnmencal approval and other conditions.

On June 17 1993 the Company entered into an agreement to acqulre
majority. control of the outsbandlng shares of C-TEC Corp. ("C-TEC") for
approximately $197 million, C-TEC is a communications company engaged in
~cable television, telephone, paging and cellular communications
 businesses. The transaction, which is subject to regulatory approval, is
exPected to«be~c0mp1eted in nhe fourth quarter of 1993.

P11




- gecurities available-for-sale are to. be reported as a separal

P"‘TLR KIEWIT SONS’ - INC AM} SUBSIDIARIES

Natés to Consola.dated Gondensed Flnanc:Lal Stat:ements .

In May 1993, the Flnanm,al Accoun.t::mg Standards Board 1ssued 'FAS No. 115 oo
#Aceounting for Certain Investments in Debt and Equity Securities”. This =
statement cbanges ‘the method of accounting and reportlng for. cert:a:m' L
investments. Investments will be e¢lassified in three categories, and those = -
_classa,f ed as trading securities or securities available-for-sale will be
‘reported at fair wvalue. Debt Sectxru:::.es classified as held ‘to maturity

losses from

will be reported at amo‘rtlzed cost.  Unrealized gains o

of stockholders! equlty The Company is required to adopt SFAS No, 115 in

1994, Howeverx, the Company may elect to initially adopt this- standard at
the end of 1993, Restatement of previously issued financial statememts .~
“is not permitted under the new standard. Implementatz.on of SFAS No, 115 -

is mot expected to have a materlal effect on I:he Company s flnam:lalf
v»})os:m:wn. : ; : , :

P12
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Ttem 2. Management’s Discussion and Analvsis of Financial Condition and Results
of Operations

'Revenuevfrom‘continuing operations for the six months ended June 30 comprised the
following (in millions): : :

1993 _1992
Construction | $ 803§ 762
Mining | | 109 117
Telecommunications ' 60 4B
Other - : o 302

$ 975 §929

 Results of Operations - $ix Months 1993 vs. Six Months 1992

Construction

 Construction revenue rose by 5% in the first six months of 1993 as compared to
the first six months of 1992. Revenue from Jjolnt venture projects, which
accounts for 24% of the total construction revenue, increased significantly due
‘primarily to the award of several large joint venture projects in 1992 and the
first quarter of 1993, the largest of which was the San Joaquin Toll Road. The
inerease in revenue as a result of joint venture projects was partially offset
by an approximate decrease of 14% in the average size of sole contracts awarded
. in the first half of 1993 as compared to the first half of 1992. Contract
‘backlog is $2.2 billion at June 30, 1993, of which approximately 9% relates to
‘foreign projects, mainly in Canada. The remaining backlog relates to U.S.
projects, over half of which are on the West Coast. The San Joaquin Toll Road
joint venture accounts for 22% of contract backleog at June 30, 1993. This
project has an estimated completion date of March 1987. '

The gross margin on construction revenue was 11% in the first six months of 1993
compared to 8% in the same period in 1992. The change resulted from the
. reduction of reserves which had been established in prior years on the Denmark
tunnel project. : : : :

‘Management of the non-sponsored Denmark tunnel project has completed a recent
cost estimate which indicates a favorable variance in the estimated costs of the
project. As a result of this cost estimate, management reduced reserves which
had been maintained to provide for the Company’s share of estimated losses on the
project by $20 million in the second quarter. ‘
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kReéuICS,ofHO’ératiqns:f;Sixyﬁbnths 1993 §3,

PETER KIEWIT SONS’, INC. AND SUBSIDIARIES -

Six !jibnths . 1‘99;’2-‘ : 'i:‘oﬂtj.’nné&@

V‘Mlnlngr .

e Mining revenue in the first six monuhs of 1993 decreased»by 7% compared to the

first six months of 1992, " Due to the renegotiation of the agreemen;s with

- Commonwealth Edison Company ("Commonwealth"), Commonwealth *is  no longer
purchasing undivided interests in coal reserves from the Black Butte and Decker -
o Mines, These sales accounted for'approx1mate1y 520 million or 17% of the total
~ mining revenue reeognlzed by the Company in the first six months of 1992, ' The
. decrease in revenue, as a result of the absence of sales of unleldeﬁ interests
. to Commonwealth in 1993, was partlaliy offset by 7% rise in the tons of c¢oal

. shipped and an approximate $3 increase in the average price per ton.  Tons~
- shipped from the Decker mine accounted for 603 of the increase in total toms
' shipped, prlmarlly due to the addltlonlof four new customers in 1993, Sales from -
 the Calvert mine and alternate source coal sales by the Black Butte mine were
-~ primarily zesponsible for the increase in the average pr;ce pex- con of coal
" “shipped. Alternate source coal is made up of coal purchased from two
‘junarflllated>mines located in the Powder River Basin area of Wyoming and from the
. Company’s Decker mine which, in turn, is sold to  Commonwealth under the
' ‘renegotiated agreements. Revenue in the first six months of 1993 lncludés
‘Tﬁapproxlmately 833 mllllon/fxom sales of alternate souxce coal e "

‘The gross marg;n on revenue from mzned enal approxlmated 33% for both the fLrsc
- six months of 1993 and 1992. Alrernate source coal costs of approxlmately $6
: mllllon were: lncurred in the six montHs ended: June- 30, 1093 ,

Telecommunlcatlons

Teleccmmun;catlons revenue is derlved from MFS Cammunlcatlons Company, Inc 's o
("MFS”) telecommunications services -and network systems integrarion and

faeilities management services. Revenue increased 25% in the six months ended

June 30, 1993 compared to the six months ended June 30, 1992. Telecommunications

services revenue accounted for 75% of the total increase in ravenue, ancreaSLHg‘f
‘ trom,$22 million in the six months ended June 30, 1992 to $31 million in the six

months ended June 30, 1993, The change primarily reflects increased services

o provided on the New: YorL.Cltj network, and to a lesser e\tent, increased revenues
‘resulting from the expansion of netwerks in Boston, Chicago, and Houston. The
“telecomnunications Services revenue increase also reflects continued market o

penetration of other metropolitan area mnetworks, including the northern New
- Jersey network which became operational in the. flrst quarter of 1993, and new

. services proV1ded by MFS Datanet, Ine.  Network systems. lntegratlon &nd
facilities management. services revenue from third parties accounted for the

remaining increase in total revenue. The increase from $26 million in the six
months ended June 30, 1992 to $29 million in the six months ended June 30, 1993

" resulted from network systems 1ntegratzon¢progects for the State of Iowa and the
‘United Kingdom joint wenture.  Network systems integration and facilities

. -management services backlog at June 30, 1993 was appros Lmately $53 million, of

_which approximately 38% relatss to &he p}.‘ojec‘. for he State ot lowa‘ '\ianagemen‘., ‘
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PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

Results of Operations - Six Months 1993 vs. Six Months 1992

Telecémmunicaniéns (continued)

estimates that a substantial portion of the backlog will be earned from services
perfonmed in 1993.

Cost of révenue in the six months ended Junme 30, 1993 increased 34% compared to
the same period in 1992.  Thirty-five percent of this increase is due to
additional depreciation and amortization expense primarily associated with the
new network in Atlanta and with the expanded networks in New York City, Chicago,
~ Houston and the Washington, D.C. metropolitan area. Direct costs incurred on
telecommunications services, primarily from the new networks in Atlanta and
~ morthern New Jersey, the expanded networks in New York Cizy, Chicaga, Los Angeles
and the Washzngcon D.C. metropolitan area. and MFS Datanet, Inc. services,
accourited for 47% of the total inecrease. The remaining increase relatés to
direct costs incurred on network svstems integration and facilities management
services. The 18% increase relates directly to heightened activity on a number
- of mnetwork systems integration projects, including the United Kingdom joint
venture where the operating expenses exceeded revenue during the six months ended
‘June 30, 1993. Cost of revenue, as a percentage of revenue, was 97% in the first
six months of 1993 compared to 91% in the first six months of 1992. Progress on
the Iowa contract was delayed in June and Juiy 1993 by significant rainfall and
flooding. Management believes that any additional costs that may be incurred as
a result of the floods will not have a material 1mpact on the Company’s
operations. : '

Other Income

Investment income decreased from $40 million in the first six months of 1992 to
a loss of $8 million in the first six months of 1993.  Certain investment
-~ securities deteriorated in value during the second quarter of 1993. The carrying
value of the aggregate investment portfolio exceeded market value and was written
down to market in the second guarter, which accounts for the majority of the
‘decllne in investment 1ncome ‘ \

Other'lncome for the six months ended June 30, 1993 and 1992 also includes gains
on the sale of timberlands, net equity earnings from investments in California
v Energy Gompany, Ine., information services income and gains from other
miscellaneous asset dispositions which are not 1nd1V1duallj 51cn1f1cant,
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

 Results of Operations - Six Months 1993 vs. Six Months 1992 (continued)

Selllnr and Adm1n1strat1ve E\gehses

gw'Sellxng,anduadmlnlstratlve expenses dpcreased $2 mxllxom or 2% in nhe flrsc six
- months of 1993 compared to the first six months of 1992.. Contributing to the
ffdeclzne was a decrease in the number of outstanding scock.appreclatlon,rlghts in
the Company's long-term lncentlve plan  and  modest reductions din other

administrative departments. The decrease was partially offsec by increases in

;~fexpenses related to the Company’s telecommunicatioms operatxons, The Company -
" incurred additional expense developing high-¢peed data communlcatlohs services ;

- and integrated, single-source telecommunications. services. Management of MFS =
expects to incur additional significant expense developing the high-speed data

- tommunications and - integrated, single- source telecommunlcatlons sarv1cas"' L
”'throughout the remainder of 1993 :

'Intereqt Exvense

_.______....—.,,.—...——————..—-——‘

. Intefest expense ‘decreased as a result of the extmnguxshment of debt in 1992

As of June 30, 1993, the Company had outstanding short-term borrowings of §50

~million. These boerW1ngs ‘are scheduled for repayment in 1993 and are not
‘expected to materially effect total interest expense for the year, The decrease |

wag partlally offset by interest of $1 million incurred on the seﬁtlement of o
various tax 1ssues in the first quarte1 of 1993 . ,

" Gain o1, Sale 0f SUbSldlarV s Stock

On May 19, 1093 the Company 1ecoonlzed a pre tax ga1n of $80 mllllon frcm the
sale of 12 7 million-shares of M:S' common . stock, representlﬂg che 1ncxease in

'value of the Company's lnveStment in MFS.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Résults,og Ogérations,ﬁ Secand.@uarter,1993‘VS;,SecondwOuartef,1992

Revenue from continuing operatlons for the three months ended June 30 compr;sed
the followlng (in millions):

Conistruction $453 $ 405
Mining = 54 55
Telecommunications 31 25
Other - : 2 : 2

. : . § 540 § 487

Revenue rose. bv 12% in the second quarter of 1993 as compared to the second
quarter of 1992, Substantially all the increase is attributable to joint venture
projects, of which approximately 23% relates to the San Joaquin Toll Road joint
venture - which was awarded during the first guarcer of 1993.  The remaining
inerease is attributable to several other large Joxnt venture projects which were
awarded in late 1992 and early 1993.

The gﬁoss margin was 15% in the second quarter of 1993 compared to 9% in the same
period in 1992. The change resulted from a reserve qdlustment on . the
nonsponsored Denmark tunnel project of $20 million. ~ )

Mining

Mlnlng revenue decreased 2% in the three months aﬂded June 30, 1993 compared to
the three months ended June 30, 1992. Revenue diminished primarily because
Lommonwealth is no longer purchasing undivided interests in coal reserves from
the Black Butte and Decker mines. These sales accounted for approximately $10
million or 18% of the total mining revenue recognized in the three months ended
June 30, 1992. This reduction in revenue was partially offset by a 10% rise in

the tons of coal shipped and an approximate $3 increase in the average selling
- price per ton. The largest upsurge in tons shipped was at the Decker mine due
to the addition of several new customers in 1993. Alternate source coal sales
by the Black Butte mine were primarily responsible for the increase in the
average price per ton of coal shipped. Alternate source coal is made up of coal
purchased from two unaffiliated mines lLocated in the Powder River Basin area of
Wyoming and from the Company's Decker mine which, in turn, 1is sold to
Commonwealth. Sales of alternate source coal approxlmated $16 million in the

o three months ended June 30, 1993,

Tbe grcss margin on revenue From mined coal approximated 33% in the second
quarter of 1993 compared to 34% in the equivalent period of 1992. Costs include.

approximately $3 million related to altermate source coal sales in the three
months ended June 30, 1993, : :
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. PETER KIEWIT SONS®, INC. AND SUBSIDIARIES .

~,§é§u1tg:of~oRg;gfiong'~ Second Ouarter 1993 ws. Second Ouarter 1992 (continued)

0 Teleccmmunlcatlons ’

‘Revenue  increased by 29% in the second quarter of 1993 compared to - the samek_
o peried in 1992 Telecommunications services reVenue accounted for. 83% of the
total increase, 1ncreasmng from $11 million in the three months ended June 30,

‘~1992 to $16 mllllon in the three months endad June: 30, 1993. ' The change. 1s kk

Q‘prlmarlly a result of increased services provided on the New. Ybrk City fietwork,
" and to a lesser extent, increased revemie - resulting from the expansion of

~ networks in Boston, Chicago, Houston and the Washington, D. C. metropolitan area. ,
‘The telecommunications services revenue inéresse also reflects continued marketyﬁ"

 fpenetrat1on of other’ metropol*tan area networks,‘lncludxng the northern New
 Jersey rietwork, and new services prov1ded by MFS Datanet, Inc. Network systems
,uflntegrat1on and facilities management ‘vevenue from third parties increased 51
- million from $14 million in the three months ended June 30, 1992 to 515 million

k in the same period in 1993, The increase generally resulted from network systems

lntegrqtlon progects fox the State ef IOWn and- Lhe Unlted Klngdom JOlnt venture‘

 4The cost of reVenue in the second quarter of 1993 1nc1eased 47% 1n camparlson to

. the second gquarter of 1992. = Twenty-six percent of the increase is due to
‘-1add1tlonal depreciation and amortization expense prlmarily asgociated with the =~ .
. new network in Atlanta and with the expanded networks in New York City, Chlcago,ff5~f*"”
 Los Angeles and the Washlngton, D.C. metropolitan area. Another 29% of the. tota1 

_ increase relates to direct costs incurred on tclecommunlcatlons services,
. prlmariiy from the new networks in Atlanta and fiorthern New Jersey, the expanded

- ‘networks in New York City, Chicago, Los. Angeles and the Washington, D. Cn  4
: metropolltan ‘area, and MFS Datanet, Inc. services.. The balance of the increase

relates directly to increased activity on. several network systems integration
projects; ineluding the United Ringdom joint venture project im which operating

expenses exceeded revenue during the three months ended June 30, 1993. Cost of

. revenue, as & percentage of revenue, was 99% and 87%. for the three months ‘ended
. June 30, 1093 and 1992, lespect1Vely : -
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PETER KIEWIT SONS' INC. AND SUBSIDIARIES

Results of Operations : Second Quarter 1993 wvs. Second Quarter 1992 (continued)

~Other Income

Investment income decreased from $22 million in the second quarter of 1992 to a
loss of $25 million in the second quarter of 1993. The decline in investment
income resulted primarily from the recognition of a decline in market value of
the aggregate investment portfolio below its cost and from the realization of
losses on the sales of certain temporary investments during the second quarter

“of 1993,

Other income in the three months ended June 30, 1993 and 1992 also includes gailns
on the sale of timberlands, net equity earnings from investments in California
Energy Company, Inc., information services income and pgains from othex

‘miscellaneous asset dispositions which are not individually significant.

Selling and administrative expenses increased $2 million or 5% in the second

- quarter of 1993 compared to the same period in 1992 primarily due to additional

costs incurred in the second quarter developing the high-speed data

' communications and integrated, single-source telecommunications services.
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PETER KIEWIT SONS', INC. AND sugmmms'

Flnan01a1 Condltlon = June 30..1993° VS, Décember 26 1992

 During,the first six months of 1993, the Company,repurchasea,}ﬁ million shares

of Class G and..7 million shares of Class D common stock for $12 million and §38

~ million, respectively, issued .8 million shares of Class C and .1 million shares
of Class D common stock for $15 million and $6 million, xespectrvelv1 and paid.

dividends of %10 million and $17 mllllon on C]ass B&C and Class D common stock
respectxvely : : : _

~ The Company repamd $80 million of 1992 short ~cerm borrowlngs. Due to faﬁdréble
- interest rates, the Company borrowed, on various dates in the first six months
of 1993, an additional $170 million to fund short-term liquidity needs. The

Company has repald 3120 million of the 1093 short-term borrow1ﬁgs.

Also durlng the first six months of 1993 the Company recelved 824 mllllon fram E
- United States Can Company ($12 million for dividends and §12 mﬂllmon for the
ledemptlon of preferred stock) and collected $10 million with respect to. the :
'recelvable from the 1951 sale of a dlscontlﬁued uackaglng operaclon FRE

A Reglstratlon Statement Wthh was filed w;th the: Securltles and E\change
_Commission on March 11, 1993 by MFS seeking permission to conduct a public =
offering was declared effective on May 19, 1993. On that date 12.7 million
shares or 22% of MFS' common scock.were sold to the pubxlc fbr approx1mately 6235

mllllcn

- The Company's working capital pOSlLlOn at the end.of the second quarter of 1993

together with ant1c1pated cash flows from operations, collection of the remaining

receivable from the sale of a packaging operation and existing borrow1ng»
capacity, should,be sufficient for the remalnder of 1993 s worklng capltal and »

capital expendlture requllements

“ Except for the acqulsmclon of businegses, che Company anclclpates that it wxll

gontinue ~to. invest between 545 m11110n> and  $85 million annually in its
construction and mining businesses. The Company anticipates ‘that it will make

'*51gn1f1cant investments in its enexgy business and search for opportunities to
-acquire operating businesses that are capital intensive and:provxde for Zong-term

growth, The company has signed a letter of gntent to acquire APAC-Arizona, Inc.

{*APAC") from Ashland Cil Company, Inc. for approximately $55 million, sub;ecc ‘

to -adjustments. APAC is engaged in construction and mlneral businesses in

. Arizona and the surrounding area, Consummatlon of the transaction is’ subject to
“the exécution of a definitive agreement, g0vernmenta1 approval and - other
“conditions. The Company has also entered into an agreement ty acquire majority -
control of the outstanding shares of common stock of G-TEC Corp., @&

- communications business, for approx1mately $197 million. The. transactién4 which:

is subject to regulatory approval, is expected to be completed in the fourth
quarter of 1993. The company has been and wxll ¢ontinue 1nvest1gat1ng other

‘investment opportunltles
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PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

Financial Condition ~ June 30. 1993 vs. December 256, 1992 (continued)

These investments, along with the payment of income taxes and the repurchases of
common stock, are expected to be the significant long-term uses of liquidity.

- The Company's exlstlng cash and cash equivalents, temporary investments,
collection of the remaining sales receivable, cash flows from future operations
and existing borrowing capaclty are expected to provide sufficient liquidity to
fund these expendltures.

MFS requires significant capital to fund the future building, expansion or
acquisition of telecommunications networks in major mectropolitan areas.
Substantially all of the net proceeds from the public offering are intended to
fund MFS’ growth In June 1993, MFS entered into a secured revolving eredit
agreement in the amount of §75 million to serve as a potential source of
‘liquidity to fund future cash requirements. MFS may fund further capital
expenditures through issuances of debt and equity securities.

In August 1993, nev legislation was signed into law that increased the maximum
U.8. Federal corporate income tax rate from 34% to 35% beginning in 1993. The
“impact of this change in the tax law is not expected to have a smgnlflcanu impact
on the Company's results of operations or financial position. ,
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Ttem 4.

~PETER KIEWIT SONS' IVC AND SUBSIDIARIES

PART i1 - Other Info matmqn

~ Submission of Matters to a Vote of %ééurirv Holders

The Corporatlon‘s annua1 stockholdels meetlng was- held on June 5,

1993, Separate elections of Class € and Class D directors were. held

Directors were elected to serve one-year terms. A slate of nominees

was proposed by the incumbent directors and proxxes were solicited by

management from stockholders of tecord prior to the meetlng No

additional nominations were made and no votes were cast in person at .
, A1l nominees proposed by  the incumbent board were
“elected after counting the votes cast by proxy. :
©received representing 15,329,013 of the 15,713,479 eligible Class G
votes and 18,711,274 of the 19 893,207 ellglble Class D votes. The
following table shows the votes counted for each candidate and thg

the meeting.
‘Proxies We*e

votes counted agaznst (or withheld from) each candidate,

Class,C_Directors

John Bahen 15,323,555 5, 460f
Charles Campbell 15,329,013 ; ‘ 0
Richard Coyne 15,302,513 6,500
Richard Geary 15,329,013 S0
William Greveock. 15,217,613 11,400 :
Robert Julian 15,324,513 i 4,500
Leonard Kearney 15,284,645 44,368
Walter Scott 15,376,413 2,600
Kenneth Stinson 15,329,013 o L 0
George Toll, Jr. 15,270,845 58,168

Class D Directors

.thes;ror o

Votes For =~ -

,Votes Agalnsn :

~’Vote5'Agéihst;k B

154,972

James Crowe 018,556,302

Robert Daugherty 18,705,574 - 5,700

Charles Harper 18,687,274 24,000 ‘

Richard Jaros 18,642,102 69,172
18,708,474 2,800

Peter Riewit,  Jr.




PETER KIEWIT SONS’, INC. AND SUBSIDIARIES

PART II - Other Information

Item 6. Exhibics and Reports on Form‘S-K

~(a) Exhibits filed as part of this report are listed below.
Exhibit
Number
9.1 Kiewit Construction & Mining Group Financial

- Statements and Management’s Discussion and
Analysis of Financial Condition and Results of
Operations.

99.2 Kiewit Diversified Group Financial Statements
' and Management's Discussion and Analysis of
Financial Condition and Results of'Opérations.

(b) No reports on Form 8-K were flled by the Companv during the
‘ second quarter of 1993




sicxamugs |

Pursuam: to the requlrementgy of - the: Securltmes E:s.chfmge Act of 193& th'ef

“ registrant has duly caused this report to be 51gned on its behalf by the_

"j7under51gned thereunto duly authorlzed‘

PETER KIEWIT SONS', INC.

. Dated; August 16, 1993  /$/'?rank‘vf,Yé1ick(_

_“FranL V. Yeliek fo
- Vice President and Controller
{principal accounting officex)




Exhibit

PETER KIEWLT SONS', INC. AND SUBSIDIARIES

INDEX TO EXHIBITS

_No. . -

99.1

99,2

Kiewit Construction & Mining Group Finaneial Statements and

Management’s Discussion and Analysis of Financial Condition and

Results of Operations.

Kiewit Diversified Group Financial Statements and Management's
Discussion and Analysis of Financial Condition and Results of
Operations.




. KIEWIT CONSTRUCTION & MINING GROUP

' Index to Financial Statements and
Management's Discussion and Analysxs of

~Financial Covdxtion and. Results of Operatzons‘

. Financxal Statements S
Condensed Statements of Earnlngs for the
- three months and six months Pnded June
o 30, 1993 and 1992 :
‘ Condensed Balance Sheets as of June 30 1993
‘and December 26, 1992
Condensed Statements of Cash Flows for the
: $ix months ended June 30, 1993 and 1992
“Notes to Condensed FlnanCLal Statements

: Management s Dlscu5310n and Analy31s of :
Financ1al Condltlon and\Results of Operatlons

‘Exﬁiﬁi£ 99i11'H  g




KIEWIT CONSTRUCTION & MINING GROUP
Condensed Statements of Earnings

(dollars in milliens,
except per share data)

{unaudited)

Three months

_June 30,

ended. -

Six monthé»ended
June 30,

1993,

1992

1093

‘Revenue
- - Other Income (loss)

~Costs and Experises:

Gost of revenue
~Selling and administrative
- Intterest

Earnings before Income Taxes
- and Cumulative Effect of
Change in Accounting
- Prineiple
" Provision for Income Taxes
: Earnings,béfore Cumulative
Effect of Change in
" Aeccounting Principle
Cumulative Effect of Charnge
“in Accounting Principle
Net Earnings
- Earnings Per Common Share:
~ Earnings before Cumulative
Effect of Change in
Accounting Principle

Cumulative Effect of,Changé

in Accounting Principle

“Net Earnings

~CasthividéndsAper Common Share

33 < :

S - 457
__(5)

22

|

v

$ 409
.16

$ 810
10

425

820

371
26
1

7290

56
1

— 308

_I77

1097

$ 768
o....38

806

43

16

7 27

$ 1.13

5 1.54

E;

43

15

28

[
(o3

5 1.58

70

ERISE]

$

.§ 1.54-

$.2.28

.See accompanying notes to condensed financial statements.
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KILWIT CONSTRUGTION & MINI\G GROUP =
Conderised Balance Sheecs
‘ ' TR June 30 e kaecemBeerSQ'v"
(dollar‘ in mllllons) e L 1693 - oo 1992
ASSFTS SRR ST PR i ;'(unaudlcedz - o e

Curreﬂt Assets‘ _ S ; s .
. “Cash and cash equlvalents PRSP $ 63 %5 68
Temporary 1nvestments at lower of cost T N P
- or market . 160 268
o 'RecexVables, less. allowance of $3 and g2 192 o 220
.. Costs and earnings in excess of billings on SR P T e
g uncompletedeconstructlon contracts ch 109 e e B
. Investment in construction Jclnt venturese - R
L Deferred 1ncome taxes C s : B R -
: Total Current Assets e R R ‘,:o70~ s e 7030

‘Deferred Income Taxes
Property; Plant and Equipment, less
accumulated depreciation and amortxzatmbn S R S
. of $373 and $366 o 5 oty ,j.};joa_;
; NOther Assets ‘ Lo : ‘ o i B 50,
. ,LIABILITIES AND: STOCKHOLDERS' EQUITY _ T R e T |
i

R
L9

: fCurrent anbllltles
. Accounts payable,;lncludlng ‘ S SR e e
retainage of $33 and $35 S s 118 . § 159
“Current portion of long-term debt NERURE ' 4 w2
Aecrued construction costs and billings R S i
4in extess of revenue on.uncompleted e B
contracts - : ‘ SR 110 L 95
Accrued insurance costs SRR -1 Bk
o Other . oo R R S BT s 30
Total Furrent LlabllltleS‘ o 33 LR 361

Long- Term Debt, less current po;tlon BN w0 LA 12
Other Llabllltles S '_ TR 48 ;e,'v;k;"“ B v

VStockholders’ Equlty (Redeemable ‘Common
©Steck, $327 mllllon aggregate redemptlon
. value) RN ERO PR L . : L
' Common equity " S kYo 438
‘ Forelgn currency adjubtment ' oy

Oy
d

o kTotaleStcekheldefs' EQultY~ L S "“ 438
e e : , R S .5 831

. See accompanying notes to condensed financial statements.

s
S =N
B (%3
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KIEWIT GONSTRUCTION & MINING GROUP
Condensed Statements of Cash Flows

(unaudited)
C8ix mbnths ended
R ' : , ‘ . June 30, ,
{dollars in millions) e s 1993 1992
Cash flows from oﬁeratidﬁs: = ‘

Net cash used in operations i : ‘ : $ (10) ~ § (15
Cash flows from investing activities: o =
CProceeds from sales of temporary lnvestments ‘ 514 564
~ Purchases of temporary investments C(453) (540)

Proceeds from sales of property, plant and '

aquipment L T 10

‘Capital expenditures o ‘ ‘ (20) - (25)

. Investment in affiliate ' ' ' T (3) ‘ .
~ - Other ; A (8 (3)

Net Cash provided by investing activities 39 6
Cash flows from financing activities;

-~ Long-term debt borrowings : R e 1
~Payments on long-term debt, inciuding ‘ E

surrent portion RN vy (8)

~Issuances of common stock 18 ) 24

Repurchases of common stock ‘ . e (12y - - (20)
- Dividends paid ‘ ' L (10) (7
. Exchange of Class B&C Stock for Class D Stock ; R ;
. net , : (22) : (32) -
~ Other | | | oy s

Nat césh‘uSEd in: finaneing activities o oo {34y ‘ _(82y
Net chanpe in gash and cash equivalents v N &) (51)
Cash and cash equivalents at beginning of period .68 o118

- Gash and cash equivalents at end of period : $ 63 S 67
Supplemental dlsclosure of cash flow 1nformatlonA o . : ;
Tages - : , e .. 22 .. 8 26

Interest 5 , | : S . 2 ity

See accompanying notes to condensed financial statements.




 KIEWIT CONSTRUCTION & MINING GROUP

_Notes to Condensed Financial Statements

: ‘The condensed balance sheet of KleW1C Constructlon & Mlnlnﬂ Group (che_r
"‘"Grdup") ‘at Decembér 26, 1992 has been condénsed from the Group &5 audited
' balance sheet as of that date. All other ﬁlnan01al &tatements contained

herein are unaudited and have been prepared using the historical amounts

- included in the Peter Kiewit Sons’ Inc. ("PKS") consalldated condenced“ oy
 financial statements. The. Group s accounting policies and certain other

disclosures are set forth in the notes to the financial ‘statements
-contained in PKS’ Annual Report on Form. lO “K. for the year ended December;‘

26, 1992;

; Althcugh the flnanclal statements of PKS"Constructlon.& Mln;ng Group and

" Diversified Group separately <teport the =~ assets, - liabilities' and = = -
stockholders’ equity of PKS attributed to each such group, legal tigle to o o
“such’ assets and responsibility for such liabilities will not be affected

by such attrlbutlon Holders of Class B&C Stock and Class D Stock are

~ stockhiolders of PKS.  Accordingly, the PKS consolldated ‘condensed e
“financial statements and related. notes as well as those of the Kiewit
Diversified. Group should ‘be rwad in congunctlon wlth these flnanc1a1"

5 tatemem:s

‘V‘The cOndensed‘statement of eaxnlngs for the 51x,months ended June 30 199?"

was restated when PKS filed, on April 27, 1993, a Form 8§ Amendment 1 to

its June 30, 1992 Quaruerly‘Report on Form.lO =Q. The Form 8 pestated the-

Group's reésults of operations and financial position to reflect. the

y'adoptlon of Statement of Financial Accounting Standards. ("SFAS") Noi 109 o

“ACCOQntlng for Income raﬁes", as of the beglnnlng of 1992

/;Temporary investments at June 30, 1993 aﬁd December 26 1992 anlude‘. o
apprexzmately $54 million and $48 million, respettlvelyV of Lﬂvestmentsgfj‘
which are being held by the owners of various construction projects in

lieu of retainage. Receivables at June 30, 1993 and December 26, 1992"

‘1n¢1ude‘ approx1mately $38 million and: $35 million, respectlvely, ‘
 retainage on uncompleted projects, the magormty of Whlch is expected,to be4'
~collected w1th1n one year. T

 *Where approprlate, items within the conﬁensed flnanclal statementa have> .
been reclasslfled from the prev1ous perlods to canform o current year‘Vf
: presentatlon : : - ;

'Prlmary earn1ngs per. share of common stock have been computed us;ng che “
weighted average number of shares outstandrng during each period, - The-

number of shares used in computing earnings per share was 16,968, 572 and
16,213,221 for the three months ended June 30, 1993 and 1992,
respectlvely, and 17,081,835 and 17,775,743 for che six months ended Juné
30, 1993 and 1992, respectlvely Fully diluted earnings per share ‘has not
been presented because it is not materlallv dlfferent fram eaxnlngs per -
share : :

 C:5’;




KIEWIT CONSTRUCTION & MINING GROUP
Notés to Condensed Financial Statements
The Group’s 50% portion of PKS' corporate assets and liabilities and

related transactions, which are not separately identified with the ongoing
operations of the Constructlon &,Mlnlng Group or the DlVérslIied Group, is

S as follows (in millions):

S Group . —
June 30, ~ December 26,
- 1993 s 1992
Cash and cash equivalents % 52 § 45
Temporary Investments : 4 12
Property, plant and equipment, net IR0 9
Other assets : , o ¥ A5
Total Assets. : ' s ...78 S .81
Accounts pavable 5 19 : S 25
Convertible debentures 2 2
Notes to farmer stockholders 8 9
Liability for stock
appreciation rights 2 2
Other liabilities 5 .6
Total Liabilities 5 36 S 44
Group . 4 _.Group. .
Three months ended Six months ended
June 30, . o June 30
1993 . 1992 1993 e 1992

Irvestment income, net , , ;
of interest expense §$ = $ 1 - s $ 3
Depreciation and stock SR i '
appreciation rights : : : , '
costs ‘ (1) ' S (1) Ly ($5)
Othey income (costs), net 2 : 2. 2 : 1

Corporate general and administrative costs have been allocated to the
Group based upon certain measures of business activities, such as
employment, investments and sales, which method management belleves to be
reasonable, These allocations were $6 million and $5 million for the

three months ended June 30, 1993 and 1992, respectively, and §$12 million

and $13 wmillion £for the six months ended June 30, 1993 and 1992,
respectlvely
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3.

, KIEWIT CONSTRUCTION & MINING GROUP

Notes to Condensed Flnanc1a1 Statements

(contlnued)

‘kMinlng rervxce income that was recognlzed as a’ result of the Gruup s mine
,‘serV1ce agreement with the Diversified Group is $7 million for the three
;manths ended June 30, 1993 and 1992, and $14 ‘million and’ $16 mlllxcn for

uhe six months ended June 30, 1993 and 1992 respectlvely

The Group ig xnvolved 1n various 1awsults, clalms and4 regulatory. _
proceedings incidental to its business. - Management ‘believes that-any SO
resulting 1lablllty for legal proceedxngs beyond that proV;ded should nct""'

o materlally affect the Group s £1nanclal p051tmon o

On June 9 1993, the Company 51gned a letter“ of intent to acqulre,"
APAC-Arizona, Inc ("APAC") from Ashland 0il Company, “Ine.  for

approximately $55 mllllon, subject to adjustments. . APAC is engaged in

construction and mineral businesses in Arizona and,the surroundzng area,
Consummation of the transaction is subject to the execution of a -
- definitive agreemenL, govexnmental approval and other condltions

In.May 1993 the Flnancial Accountlng Standards Boardwlssued Statement of‘ :
. Financial Accounting Standards ("SFAS") ‘No. 115, "Accounting for Cervain =
Investments in Debt and Equity Securities”. Thls suatement changes the
method of accountlng and reporting for cexrtain 1nvestments, Investments;
~will be classified in three categorles,'and those c¢lassified as trading
securities or securities -available-for- sale will be reported at fair
value. Debt securities clagsified as held to maturlty‘wlll be reported at
. amortized ~cost. Unrealized gains and - losses from securities
 available-for- sale are  to be reported ‘as a separate ccmponent of
1stockholders'~equ1ty The Group is required to adopt SFAS No. 115 in

1994, However, the Group may elect to initially adopt this standard at

" the end of 1993, Restatement of*prevxously issued financial statements is
‘not permitted undér the new standard. Implementation of SFAS No. 115 15. 
‘not expected to have a material effect’ on the GrOUp“s f;nanc1al posxtion,




KIEWIT CONSTRUCTION & MINING GROUP

Manazement s Discussion and Analvs1s of Flnanclal Condition and Results of
Ogeratlons :

; Results of Operations - Six Months 1993 vs. Six Months 1992

Construction

Revenue rose by 5% in the first six months of 1993 as compared to the first six
moriths of 1992. Revenue from joint venture projects, which accounts for 24% of
the total construction revenue, increased significantly due primarily to the
award of several large joint verture projects in 1992 and the first quarter of
1993, the largest of which was the San Joaquin Toll Road. This increase in
revenue as a result of joint venture progects was partially offset by an
‘approximate decrease of 14% in the average size of sole contracts awarded in the
first half of 1993 as compared to the first half of 1992. Contract backlog is
$2.2 billion at June 30, 1993 of which approximately 9% relates to foreign
projects, mainly in Canada. The remaining backlog relates to U.S. projects, over
half of which are on the West Coast. The San Joaquin Toll Road joint venture
~accounts for 22% of contact backlog at June 30, 1993. This project has an.
estimated completion date of March 1997. ' :

‘The gross margin on construction revenue was 11% in the first six months of 1993
compared to 8% in the same pericd in 1992. The change resulted from the
reduction of reserves which had been establlshed in prlor years un the Denmark
tunnel prcgect

danagemant of the nonsponsored.Denmark‘tunnel project has completed a recent cost
estlmate which indicates a favorable wvariance in the estimated costs of the
project. As a result of this cost estimate, management reduced reserves which
had been maintained to provide for the Company's share of estimated losses on the
; project by $20 million in the second quarter.

~ other Income

CInvestment income decreased from $9 million in the first six months of 1992 to

a loss of $11 million in the first six months of 1993. Certain investment

~ securities deteriorated in value during the second quarter of 1993. The carrying
value of the agprepate investment portfolio exceeded market value and was written
 down to market in the second quarter which accounts for the majorlty of the.
vdecllne in investment income.

Other income for the six months ended June 30, 1993 and 1992 inéludes mining
service income from Kiewit Diversified Group of $14 million and $16 million,

‘respectlvely, and information services income, gains from other miscellaneous
. asset dispositions and other items which are not 1nd1v1dually 51gn1f1canc ’
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KIEWIT CONSTRUCTION & MINING GROUR

' Cogscruétioﬁ"‘"

;“Revenue Tose. by 12% in the second quarter of 1993 as compared :a the secand"
. quarter of 1992. Substantially all the increase is attributable to joint venture
' projects, of which approximately. 23% relates to the San Joaquin Toll Road joint =~
. venture which was awarded during the first quarter of 1993. The remaining -
... inerease is attributable to several other*large JOlnt*venture.prajects which were
";awarded in late 1992 and,early 1993

 [The gross margln'was 15% in ﬁhe secnnd‘quarter of 1993 compared.to 9% in the;same S
period in 1992. The change resulted from a reserve adjustment on the ,

”nonspohsored Denmark tunnel pro;ec: of %20 mllllon

rr,Other Income'

}Investment income decreased ffom §5 mllllon in the second anrter of 1992 to a7 S

loss of $16 million in the second quarter of 1993. The decline in investment

! ';zncome resulted primarily from the recognition of a decllne in market Value of

= the aggregace lnvestment porcfol;u below its cost,

. Other income for the thtse months ‘ended June 30 1993 and 1992 also ineludes
< mining serv;ce.1ncome.fronxK;ewmt'Drver51f1ed Group of $7 million ané information - e
" services income, paing from other miscellansous asset dmsposltxons and nthnrn;‘

items whlch are not 1ndrv1dually 31gnzf1cant

"Sellln“ and Admlnlstratlve Et‘enses

 '53111ng and Admznmstratlve expenses 1ncreased $2 mllllon in the secbnd quatter

of 1993 compared to the second guarter of 1992 due prlmarxly to an increase in
~the allocation of corporate general and admlnlscratlve expenses “to the Groupf

durmng fhe second quarter of 1993,




KIEWIT CONSTRUCTION & MINING GROUP

FinancialcCondition = June 30, 1993 vs. December 26, 1992

During the first six months of 1993, the Group repurchased .6 million shares of
Class € comiion stock for $12 million, issued .8 million shares of Class G common
stock for $15 million and paid dividends of $10 million on Class B&C common
stock. Additionally, the Group’s common equity was reduced by $24 million upon
the conversion of 1.3 million shares of Class B&C stock inte .5 million shares
of Class D stock. This reduction was offset by $2 miilion upon the coriversion
of a minimal number of shares of Class D stock into .1 milliéon shares of Class
C stock. : g ‘

The Group‘s working capital position at the end of the second quarter of 1993,

along with anticipated cash flows from operations and existing borrowing
capacity, should be sufficient for the remainder of 1903 s worklng capital and
capital expendlture requxrements

Excludlng the acquisitions of businesses, the Group anticipates that it will
continue to. invest between $40 million and §$75 million annually in its
construction business and has agreed to purchase additional shares of an
slectrical contractor such that the Group will own 80% of the contractor by early
1997. The Group has also signed a letter of intent to acquire APAC-Arizona, Inc.
(*APAC") from Ashland 0il, Inc. for approximately $55 million, subJect to
-adjustments. APAC is engaged in construction and mineral businesses in Arizona
and the surrounding area, Consummation of the transaction is subject to the
 execution of a definitive agreement, governmental approval and other conditions.
Thege investments, along with <he repurchases of common stock are expected to be
the significant 1ong-term uses of liquidity. The Group’s existing cash and cash
equivalents, temporary investments and cash flows from future operations, along
-with existing borrowing capacity, are expected to provide SufflCIent 11qu1d1ty
to fund<these ekpendltures

In August 1993, new legislation was signed into law that increased the maximum
U.S. Federal corporate income tax rate from 34% to 35% beginning in 1993. The
impact of this change in the tax law is not expected to have a significant 1mpact

on the Group 5 results of operations or financial position.
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Exhibit 99.2
'KIEWIT DIVERSIFIED GROUP

Index to Financial Statements and
’ Management‘s Discussion and Analysls ,
~of Flnanclal Condition and Results of Operatlons

Finarcial StatementS'f , o
Condensed Statements of Earnlngs for the
thres months and six months ended e T N R I
June: 30, 1993 and 1992 f T
Condensed Balance Sheets as of June 30, 1993f‘ ‘ ' L TR
and December 26, 1992 R TR o Dk
-Condensed Statemerits of Cash Flows for the - ; I
 six months ended June 30, 1993 and 1992 e L DS
Notes to Condensed F1ranc1al Statements . Peb

'~Management s Dlscu531on and Ana1y51s of e L e
Flnanc1a] Condltinn and Results of Operatlons SR e e Da g
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KIEWIT DIVERSIFIED GROUP"
Condensed Statements of Earnings

(dollars in millions,

~except per share data)

Revénue'
Other Ineome (Loss)

Costs and Expenses:
Cost of revenue
Selling and admlnlstratrve
Interest

Gain on Sale of Subsidiary‘'s
Stock

Barnings from Continuing
Operations before Income
Taxes and Cumulative Effect

of Change in Accounting
“Principle

- Provision fear Income Taxes

Earnings from Contmnulng
Operations before
Cumulative Effect of

- Change in Accounting

- Principle

Cumulative Effect of Change
~in Accounting Principle
" Earnings from Contlnulng
Operations

~Earnings from Discontinued
“Operations nét of income
“taxes of §- in 1992

“Net Earnings

E

k

See accompanying notes to condensed financial statements.

(unaudited)
Three months ended Six months ended
_June 30, . June_ 30,
1993 1992 1993 1997
$ 83 $ 78 $ 165 $ 161
() 21 8 16
75 99 173 197
56 51 112 103
21 21 41 45
3 2 4 5
80 74 157 153 :
(5) 25 16 44 <
: ]
80 . 80 .
75 25 96 A
27 9 33 15
48 16 63 29
‘ S o (1)
48 16 63 28
. 1 S 1
g 48 363 3



ks feXCegt'gér'sharE'dataﬁ

 {dollars in millions,

KIEWIT DIVERSIFIED cRouy‘ :
Condensed Statements of Earnlngskr

(uneudlted) »

‘Three months énded  

June. 30

1993‘3

1992;

Six months ended

June 30,

’1993

1992

Earnlngs Per Gommon Share.
Earnings from Continuing

Operations before Cumulatrve '

Effect of Change in.
Accountlng Prcnc1ple

Cumulatlve Effect of Change 1n .

Accountlng Prlnc1ple

Earnlngs from Contlnulng
Opératlons ‘

EarningsVfrOm‘Disébntinged
‘Operations- '

Net Earnlnga  ~

: Gash;D1v1dends per. Common Share

244

o

s

ldt.:-':'" .

s

$ 3.21

o $1.48

,“vi ;0A) 

|

A

{3

1.4

.50 5160 '” ;:ff

See accompanylng notes to condenSPd flnan01al statements,
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KIEWIT DIVERSIFIED GROUP-

Cornidensed Balance Sheets

[ o SRS ~ June 30, December 26,
‘{dollars in millions) oo eo1993 1992

'.ASSETS TR : (unaudited)

‘~Gurrent Assets: g ’ L
Cash and cash equivalents ' S 211 L% 135 -
‘Temporary investments, at lower of cost . : ‘

~or market 745 857

" Receivables, less allowarice of $4 and $5 43 e 67
Note receivable from sale of discontinued ‘ 8
 operations 55 , 60
Deferred income taxes ; , ‘ 15 3

. Other : 61 i 2

Tbtal Current Assets l 130 - 999

. Property,gPlant and Equipment, less accumulated ; . . :

-~ _depreciation and amortization of $228 and $209 =~ - . 327 290

- Note Receivable from Sale of Discontinued . SRR

~ Operations : ‘ : 79 o Bh

Investments s - : 178 180

Other Assets ' S : : 206 206 -

LIABILITIES AND STOCKHOLDERS' EQUITY : ‘ :

Current LlabllltlaS‘ e , : '

© Accounts payable ‘ - $ 39 C %85
_ Short-term borrowirigs : ’ . : 50 80
Current portion of long-term debt : : 4 , 1

- Aecrued costs and billings in excess of IR ‘ '
 revenue on uncompleted contracts S R ¥ 12
“Acerued reclamatlon and other mlnlng costs 23 S 025
Other L | LT & ___ 30

Total Cutrent Liabilities - ) ‘ o 168 ~ 203

Long-Term Debt, less current portlon SRS ' 12 18

Deferred Income Taxes = : N 307 272

" Retirement Benefits : I 74 ' 74 -

Accrued Reclamation Gosts e N & 9

~Other Liasbilities . R ) L 55 69

zMincrity;Iﬁterésc ' ' LT 152 : 8

Stockholders’ Equlty ($999 million aggregate
: redemptlon value) _ o ‘
Common\equlty - o 1,060 ‘ 1, 017

Foreign currency adjustment o SR e :
Total Stockholders' Equity T T _1.061 i 021

1,920 -~ $.1.759
See'aqcompanying notes to condensed financial statements. ‘
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KIEWIT DIVERSIFIED GROUP

Condensed Statements of Cash’ Flews

Interest

 kr(ﬁ2),  " 2

(Unaudxted) ’ :
Slx months endéd
June 30, o
1993 1992
Cash flOWS fromvoperatlons' : -"2' ~"
Net cash provided by contlnulng operatzons % 58
Cash flovs from 1nvest1ng activities: . S L
Proceeds from sales of temporary 1nvestments o 2,685 2,930
Purchases of temporary investments ‘ : 2,787y
Proceeds from sales of property, plant and ‘ e
' equipment, and other investments 2 5
. Capital expendltures : LTy (35)
; “Investment in afflllate : RS EE
" 'Redemption of U.s. Can’ preferred stock iz 18
Other I N
Net rash used in 1nvest1ng actlvltles LYY (AT
" gash flows frcm flnanc1ng aCtuVltIEJ
Long-term debt borrowings : =
Payments on long- -term debt, lncludrng e
o eurrent portion | K1)
" Net change in short-term borrow1ngs (30)
‘Repurchases of common stoek o {38Y)
; - Issuances of common stock b
Issuances of subsldlary 5 stcck C233 0
Dividends paid- : : [ &) I
~ Exchange of Class B&C stock for Class D stock net - 22 32
Other g P S 2
' Net cash prov1ded by (used in) . 1nanc1ng act1v1tles DR s {108}
Cash flows from d;scontinued packaglng operat1ons o
" Proceeds from sales of dlscontlnued B o -
'f packaging operations ; 10 115
Other c¢ash provided by dlSCOntaned ; o
‘packaging operations = 3
Net cash provided by dlscontlnued R [
packaglng operat10ns,~ .10 L & ¥:3
- Net change in cash and ¢ash equlvalents 76 o {101)
Cash and cash equivalents at beginning of perlod : 135 125
'Cash and cash. equlvalents at end of perlod : §', 211 S .2
‘=Suvplementa1 dLsclosure of cash flow 1nformat10n s e
for continuing and ulscontlnued operations: e Fat s
Taxes : 8 18 .

‘See accompanying notes to condensed financial statements.
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KIEWIT DIVERSIFIED GROUP

Notes to.Condensed Financial Statements

The condensed balance sheet of Kiewit Diversified Group (the “Group”) at
December 26, 1992 has been condensed from the Group's audited balance
sheet as of that date. All other financial statements contained herein
are unaudited and have been prepared using historical amounts included in
the Peter Kiewit Sons', Inc. ("PK§") consolidated condensed financial

statements. The Group’s accounting policies and certain other disclosures

are set forth in the notes to the financial statements coritained in PKS'
Annual Report on Form 10-K as an exhibit for the year ended Decembetr 26,

1992,

k Although the financial statements of PKS' Construction & Mining Group and

Diversified GCroup separately report the assets, liabilities and
stockholders’ equity of PKS attributed to each such group, legal title to
such assets and responsibility for such liabilities will not be affected
by such attribution. Holders of Class B&C Stock and Class D Stock are
stockholders of PKS. Accordingly, the PKS counsolidated condensed
financial statements and related notes as well as those of the Kiewit
Construction & Mining Group should be read in con;unctlon with these
financial statements.

 The COndensed statement of earnings for the three months and six months

ended June 30, 1992 were restated when PKS filed, on April 22, 1993, a
Form 8, Amendment 1, to its June 30, 1992 Quarterly Report on Form 10-Q.
The Form 8 restated the Group's results of operations and financial
position to reflect the adoption of Statement of Financial Accounting
Standards (”SFAS”) Ne. 109, "Accounting for Income Taxes”, as of the
beginning of 1992. ' :

The Company adopted income statement recognltlon for the issuances of
stock in a public offering by MF$ Communications Company, Inc. ("MF8"), a
subsidiary of the Company.

Where appropriate, items within the condensed financial statements have
been reclassified from the previous perlods to conferm to current year

presentation,

Primary earnlngs per share of common stock have been,computed uging the
weighted average number of shares outstanding during each period. The
number of shares used in computing earnings per share was 19,876,053 and
20,447,039 for the three months ended June 30, 1993 and 1992,
resPectivély, and 19,895,207 and 20,152,755 for the six months ended June
30, 1993 and 1992, respectively Fully diluted earnings per share has not
been preserited because it is not materlally dif ferenc from earnlngs per
shate, ,
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RIEWIT DIVERSIFIED GROUP

Notes to Condensed Financial Statements

The Group s 50% po&tlon of "PKS' corporate assets and llabllltles and 
related transactions, which are not separately identified with the ongcing

«oneratlons of the Construction & Mining Group or the Dlve131fled Group, 15 ‘;;-[_T

as follows (lﬂ mxlllons)

Graun

~June 30 o . December 26,
1993 1992
Cash and c¢ash equivalents $ 52 $. 45
Temporary investments o : 4 13
~ Property, plant and equlpmant net 10 i
Other assets ' 12 L oo ds
Total Assets - Cooog 38 o B 81
Accounts payable S § 19 825
' Convertible debentures L * 2 3
Notes to former stockholders 8 d 8
Liability for stock apprec1at10n . S i
rights : 2 e 3
Other lisbilities 5 |
Total Liabilities $..36 $.at
_Group ... ﬁhj, ; Grouv
Three “months ended Slx months ended
, June 30, . - o . June 30, L
| 193 199z 1993 . 1992
Investment income, net ) S = S AL
of interest expense § - R THR RE - REEE T
Depreciatlon and stock R e s T el
"~ appreciation rights costs (1) o (1) (l) -~ oD

QOther income (costs)‘ net 2 v'v, ' j'ﬁ ' ; L w0

' Corporate general and administrative costs have been allocaced to the
Group based upon certain measures of  business activities, such  as
employment, investments and sales, which mechod management believes to be
' reasonable. These allocations were $3 million and $6 million for the
' three months ended June 30, 1993 and 1992, respectively, and $6 million -
~and %9 million for the six months ended June 30, 1993 and 1 92,0
' respect1vely ‘

Mining service expense that was recognlzed as a result of the Group s mine

 service agreement with the Construction & Mining Group was $7 million for
‘the three months ended June 30, 1993 and 1992, and $14 million and §16

miliion for the six months ended June 30, 1993 and 1992, respectively.
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KIEWIT DIVERSIFIED GROUP

Netes to Condensed Financial Statements

‘The Group is involved in various lawsuits, claims and regulatory

proceedings incidental to its business. Management believes that any
resulting liability for legal proceedings beyond that provided should not
materially affect the Group’s financial position. ' '

A Registration Statement filed on March 11, 1993 by MFS seeking permission
to conduct a public offering was declared effective on May 19, 1993. On
that date, 12.7 million shares of MFS' common stock, approximately 22% of
total shares outstanding, were sold to the public at an initial public
offering price of $20 per share for approximately $235 million. As a
result of this transaction, the Group recognized an after-tax gain of $53
million in the second quarter of 1993 representing the. increase in value
of the Group's investment in MFS. Substantially all of the net proceeds

from the offering are intended to fund MFS' growth. The 22% outside

ownership has been reflected in the condensed balance sheet as minority
interest. Prior to the public offering, MFS was a wholly-owned subsidiary
of the Group. ' :

On June 17, 1993, the Group entered into an agreement to acquire majority
control of the outstanding shares of C-TEC Corp. ("C-TEC") for
approximately $197 million. C-TEC is a communications company engaged in
cable television, telephonme, paging and cellular = communications
businesses. The transaction, which is subject to regulatory approval, is
expected to be completed in the fourth quarter of 1993,

In May 1993, the Financial Accounting Standards Board issued SFAS No. 115,
"Accounting for Certain Investments in Debt and Equity Securities.” This
statement changes the method of accounting and reporting for certain
investments. Investments will be classified in three categories, and
those classified as trading securities or securities available-for-sale
will be reported at fair value. Debt securities classified as held to
maturity will be reported at amortized cost. Unrealized gains or losses
from securities available-for-sale are to be reported as a separate
component of stockholders' equity. The Group is required to adopt SFAS
No. 115 in 1994. However, the Group may elect to initially adopt this
standard at the end of 1993, Restatement of previously issued financial
statements is not permitted under the new standard. Implementation of

- SFAS No. 115 is not expected to have a material effect on the Group's

financial position.
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KIEWIT DIVERSIFIED‘ GROUP

Mana ement s Dlscu551on and Analyvsis of Flﬂanc1al Condltlon and Results of
Ogeratlons 3 : ‘

Results of Operations - Six Months 1993 ws. Six Months 1992

i Hiﬁing’y ,

‘Mining revenue in the first six months of 1993 decreased by 8% compared to the
first ¢ix months of 1992. Due to the renegotiation of the agreements with
Commonwealth Edison Company ("Commonwealth"), Commonwealth is no longer
purchasing undivided interests in coal reserves frgm,the Black Butte and Decker

mines. -These sales accounted for approx1mately $20 million or 18% of the total

mining revenue recognized by the Group in the first $ix months of 1992. The
- decrease in revenue as a result of the absence of sales of undivided interests
to Commonwealth in 1993 was partially offset by a 7% rise in the tons of codl-

shipped and an approxmate $3 increase in the average price per ton. - Tons

 shipped from the Decker mine accounited for 60% of the increase in total toms
shipped, primarily due to the addition of four new customers in 1993, Sales from;
the Calvert mine and alternate source coal sales by the Black Burte mine were

primarily responsible for the increase in the -average price per ton of coal
shipped. Alternate “source coal is made up of c¢oal - purchased’ from two

‘unaffiliated mines located in the Powder Rlver‘Ba31n.area<of‘Wymm1ng‘and from the
Group's Decker mine which, in turn, is sold to Commonwealth = under the.
. renegotiated agreements. ReVenue in the first six months of 1993 1nc1udes
, approxxmately $33 million from sales of alternate source coal B S

The gross margin on revenue from mined coal approxmmated 33% fnr both the- flrst

- six months of 1993 and 1992. Alternate source coal costs of approxlmacely $6; o

mzlllon were 1ncurred in the six months ended June 30, 1993

Telecommunlcatlcns

;,Telecommunlcatlons revenue is derived from MFS Communlcatlons Ccmpany, Inc‘.,

("MFS") telecommunications services and network systems integration and

facilities management services. Revenue increased 25% in the six months ended -
“June 30, 1993 compared to the six months ended June 30, 1992. Telecommunlcatxons,

services revenue accounted for 75% of the total increase in revenue, lncreasing

from $22 million in the six months ended June 30, 1992 to $31 milliom in the six
months ended June 30, 1993. The change primarily reflects increased services
provided on the New York City metwork, and to a lesser extent, increased revenues

resulting from the expansion of networks in Boston, Chicago, and Houston. The

telecommunications services tevenue incredse also reflects continued market

penetration of other metropolitan area networks, including the northern New

,‘Jersey network which became operational in the first quarter of 1993, and new
services provided by MFS Datanet, Inc. Network - systems integration and
facilities management services revenue from thjrd parties accounted for the

remaining increase in total revenue. The increase, from $26 million in the six
months ended June 30, 1992 to §29 million in the six months ended June 30, 1993

'resulted from network systems 1ntegratlon projects for the State of Iowa,and,the"'
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Telecommunications

KIEWIT DIVERSIFIED GROUP

Results of Operations - Six Months 1993 vs. Six Months 1992 (continued)

United Kingdom joint wventure. Network systems integration and facilities
management services backlog at June 30, 1993 was approximately $53 million, of
which approximately 38% relates to the project for the State of Iowa. Management

‘estimates that & substantial portion of the backlog will be earned from services

performed in 1993.

o

Cost of revenue in the six months ended Jude 30, 1993 increased 34% compared to

the same period in 1992, Thirty-five percent of this increase is due to

additional depreciation and amortization expense primarily associated with the

new network in Atlanta and with the expanded metworks in New York City, Chicago,
Houston and the Washington, D.C. metropolitan area. Direct costs incurred on
telecommunications services, primarily from the new networks in Atlanta and

~ morthern New Jersey, the expanded networks in New York City, Chicago, Los Angeles

and the Washington, D.C. metropolitan area, and MFS Datanet, Inc. services,
accounted for 47% of the total increase. The remaining increase relates to
direct costs incurred on network systems integration and facilities management
services. The 18% increase relates directly to heightened activity on a number
of network systems integration projects, including the United Kingdom joint
veniture where the operating expenses exceeded revenue during the six months ended

~June 30, 1993.

Cost of revenue, as a percentage of revenue, was 97% in the first six months of
1993 compared to 91% in the first six months of 1992. Progress on the Iowa
contract was delayed in June and July 1993 by significant rainfall and flooding.
Management believes that any additional costs that may be incurred as a result

~of the floods will not have a material impact on the Group's operations.

Other Income

Investmernt income decreased from $31 million in the first six months of 1992 to
$3 million in the first six months of 1993. (Certain investment securities
deteriorated in value during the second quarter of 1993. The carrying value of
the aggregate investment portfolio exceeded market value and was written down to

~ market in the second quarter which accounts for the majority of the decline in

investment incomne.

Other income for the six months ended June 30, 1993 and 1992 also includes gains
on the sale of timberlands, net equity earnings from investments in California
Energy Company, Inc., information services income and gains from other
miscellaneous asset dispositions which are not individually significant.

D-10




KIEWIT DIVERSIFIED GROUP

Resﬁ1t5~of;0ﬁeratidns - Six Months 1993 vsf_Six Moﬁzhs 1992

S'ell ing. and Adminis‘trative ;,?E'xg‘ enses

Selllng and admlnlscratlve expenses decreased $4 mlllloi’l or 9%, -in the flrsz: six

months of 1993 compared to the first six months of 1992. Administrative gxpenses
decreased primarily as a result of lower mining service expense related to the
- mine service agreement with the Construction & Mining Group, a reduction in the

number of outstanding stock appreciation rights in PKS' long-term incentive plan

—and modest reductions in other administrative departments. The decrease was
partially offset by -an increase in expenses related to the Group's

telecommunications operations. The Group dincurred additional esxpense in

developing high-speed data 'commumcatlons services and mtegrated smgleusourca
‘telecommunications services. Management of MFS expects to incur additional

significant expense developa.ng the high-speed data communica,tlo’ns and other -

telecommurucatlons services throughout the remaindexr of 19%3;

Interest Exuense

Interest expense decreased as a re5u1t~of‘the extinguishment‘offdebt'inf1992,

As of June 30, 1993 the Group had outstanding short-term borrowings of $50°

million, ~These borrowings are \;xpected to be pan.d in 1993 keeplng 1993'5 total
interest expense neay the 1992 level. : ,

Galn on Sale of Subs:.da.arv s Stock

On May 19, 1993 the Group recognized a pre- ta,x gain’ of $80 mllhon from the sale
of 12.7 m:.llmn shares of MFS* common stock, represem:mg the increass in value

~6¢f the Group's investment in MFS.

D-11
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KIEWIT DIVERSIFIED GROUP

 Results of Operations - Second Quarter 1993 vs, Second Ouarter 1992

Mining

Mining revenue decreased 2% in the three months ended June 30, 1993 compared to

the three months ended June 30, 1992. Revenue diminished primarily because
Commonwealth is no longer purchasing undivided interests in coal reserves from
the Black Butte and Decker mines. These sales accounted for approximately $10

- million or 18% of the total mining revenue recognized in the three months ended

June 30, 1992. This reduction in revenue was partially offset by a 10% rise in
the tons of c¢oal shipped and an approximate $3 increase in the average selling
price per ton. The largest upsurge in tons shipped was at the Decker mine due
to the addition of several new customers in 1993. Alternate source coal sales
by the Black Butte mine were primarily responsible for the increase in the

- average price per ton of coal shipped. Alternate source coal is made up of coal

purchased from two unaffiliated mines located in the Power River Basin area of
Wyoming and from the Group's Decker mine which, in turn, is sold to Commonwealth.
Sales of alternate source coal approximated $16 million in the three months ended

~June 30, 1993,

The gross margin on revenue from mined coal apptoximated 33% for the second
quarter of 1993 compared to 34% for the equivalent period of 1992, Costs include -

approximately $3 million related to alternate sourée coal sales for the three

‘months ernded June 30, 1993,

Telecommunications

Revenue increased by 29% in the second quarter of 1993 compared to the same
period in 1992. Telecommunications services revenue accounted for 83% of the
total increase, increasing from $11 million in the three months ended June 30,
1992 to $16 million in the three months ended June 30, 1993. The change is
primarily a result of increased services provided on the New York City nétwork,
and to a lesser extent, increased revenuses resulting from the expansion of

~networks in Boston, Chicago, Houston and the Washington, D.C. metropolitan area.

The telecommunications services revenue increase also reflects continued market

‘penetration of other metropolitan area networks, including the northern New
Jersey network, and new services provided by MFS Datanet, Inc. Network systems

integration and facilities management revenue from third parties increased $1
million from $14 million in the three months ended June 30, 1992 to $15 million
in the same period in '1993. The increase resulted from network systems
integration projects for the State of Iowa and the United Kingdom joint venture.

D-12




KIEWIT DIVERSIFIED GROUP

The cost of revenue in the second quarter'of 1993 1ncreased.47% in comparlbon to :
the second quarter of 1992. Twenty-six percent of the increase is due to-

. additional depreciation and amortization expense primarily agsociated with the
 new network in Atlanta and with the expanded networks in New York City, Chicago,

Los Angeles and the Washington, D.C. metropolitan area. Another 29% of the total
increase telates to direct costs incurred on telecommunications services,
primarily from the new mnetworks in Atlanta and northern New Jersey, the expanded
networks . in New York City; Chicapgo, Los Angeles and the Washlngton, D.Co

imetropoh,tanarea and MFS Datanet, Inec. services. The balance of the increase
" relates directly to increased activity on several metwork systems integration

projects, including the United Ringdom joint venture project in which operating -
expenses exceeded revenue during the three months ended June 30, 1993. Cost of
revenue, as a percentage of revenue, was 99% and 87% for ‘the three months en&ed

June 30, 1993 and 1992, respectxvely

,Other Income

Investment income decreased from $17 million in the second quarter of 1992 ol o] ai
loss of $9 million in the second quarter of 1993. The decrease in investment

income resulted primarily from the recognition of a decrease in market value of
the aggregate investment portfolio below its cost and the real;zatlon of losses -

on the sales of certaln.temporary 1nvestments durlng che second quarter of 1993

/Other income for the three months  ended -June 30, 1993 and 1992 also 1ncludes

gains on the sale of timberlands, net equlcy ‘earnings from investments in-
Callfornla Energy Company, Inc., information services income and gains from other

 miscellaneous asset dispositions which are not 1nd1v1dua11y significant.
 Selling and Administrative Y

Selling and administrative expenses in the second guarter of 1993 appr0?1mated

the second quarter of 1992. The additional costs incurred in the second guarter

‘of 1993 developing high-speed data communications and 1ntegrated single-source
telecommunications services were offset by a reduction in the Corporate general

and administrative costs which were allocated to the Group in the second gquarter. -

‘; Iﬁtérest Expense '

'Interest expense in the second quarter of 1993 showed a mlnlmal increase compared
to the same period in 1992.  The increase is primarily due to short-term
borrowings incurred in the second quarter of 1993. As of June 1993, the Group

has outstandlng short-term borrowings of 530 -million, whlch are scheduled for

repayment in 1993




KIEWIT DIVERSIFIED GROUP

Finaneial Condition - June 30, 1993 vs, December 26, 1992

During the first six months of 1993, the Group repurchased .7 million shares of

Glass D common stock for $38 million, issued .1 million shares of Class D common

stock for $6 million and paid dividends of $17 million. Additionally, 1.3
million shares of Class B&C stock were converted into .5 million shares of Class
D stock, increasing the Group’s common equity by $24 million. This increase was
offset by $2 million upon the conversion of a minimal number of shares of Class
D stock into .1 million shares of Class € steck.

The Group repaid $80 million of 1992 short-tarm bbrrowings. Due to favorable

- interest rates, the Group borrowed, on various dates in the first six months of

1993, an additional $170 million to fund short-term liquidity ngeds.  The Group
has repaid $120 million of the 1993 short-term borrowings. :

 Also during the first six months of 1993, the Group received $24 million from

United States Can Gompany ($12 million for dividends and $12 million for the
redemption of preferred stock) and collected $10 million with respect to the
teceivable from the 1991 sale of a discontinued packaging operation.

A Registration Statement which was filed with the Securities and Exchange
Commission on March 11, 1993 by MFS seeking permission to conduct a public

~offering was declared effective on May 19, 1993. On that date, 12.7 million

shares or 22% of MFS' common stock were sold to the public for dpproximately $235
million, : , :

The Group’s working capital position at the end of the second quarter of 1993,

 together with anticipated cash flows from operations, collection of the remaining
- receivable from the sale of a packaging operation and existing borrowing
- capacity, should be sufficient for the remainder of 1993's working capital and

capital expenditure requirements. :

The Group anticipates that it will continue to invest between $5 million and $10
million annually in its mining business, make significant investments in its

_ energy business and search for opportunities to acquire operating businesses that

are capital intensive and provide for long-term growth. The Group has entered
into an agreement to acquire majority control of the outstanding shares of common
stock of C~TEC Corp. for $197 million. G-TEC ig a communications company engaged
in cable velevision, telephone, paging and celiular communications businesses.
The transaction, which is subject to regulatory approval, 1is expected to be
completed in the fourth quarter of 1993. The Group has been and will continue
investigating other investment opportunities.

 The Group expects these investments, along with the payment of income taxes and
repurchases of common stock to be the significant long-term uses of liquidity.
~The Group’s existing cash and cash equivalents, temporary investments, collection
- of the remaining sales receivable, cash flows from future operations and existing

borrowing capacity are expected to provide sufficient liquidity to fund these

Jexpenditures. ~




- KIEWIT DIVERSIFIED GROUP

' F1nanc1a1 Gondltlon - June 30, 1993 vs, Decémbe 26 1992.:5f”5'

x_ MFS requlres s;gnmflcant capital to fund the future bulldlng, expanslou or‘
acguisition of telecommunications networks in ~major metropolltan areas.,

"Substantlally all of the ret proceeds from the public offering are intended to

fund MFS' growth In June 1993, MFS entered into a secured revulvxng credit
agreement = in the amount of $75 million to serve 'as a potential source of
liguidity to fund future cash requirements. MFS may fund further capital
: expendltures through issuance of debt and equlty securmtles :

In August 1993 ‘new legislation was signed into law that 1ncreased the max;mum '
~-U.8. Federal coxporate income tax rate from 34% to 35% beginning in 1893. The

- impact of this change in tax law is not expected to have a 51gn1f1cant lmpact on
: the Group s results of operations or flnanc1a1 posmtxon
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RCN_BOARD OF DIRECTORS

: Mr. Crowe has been the senior executive officer of the MFS
Communications Company, Inc. (MFSCC) since its 1nceptlon ‘He has
gserved as Chairman of the Board of MPFSCC since 1988, Chief

- Executive Officer since November 1891 and was President (Jhnuary

- 1988-June 1989 and April 1990-January 1992). Mr. Crowe has also
sexrved as Presldent and Vice President of Kiewit Industrial Co.,
which is involved in large industrial construction projects, such
a8 independent power>pro;ects, cogeneration fa01llt1es, and until
1988, telecommunlcatlons projects. Prior to joining Peter Kiewit
Sonsg, Inc. (PKS) in- 1886, Mr. Crowe was employed by Morrigon-
;~Knudsen Corporation, a major construction and englneerlng company
baged in Boise, Idaho, where he held the position of Group Vice
~ President with responsibility for the electric power market. Mr.
~ Crowe is also a Direstor of California Enexgy Company,  Inc.{a
" geothermal energy producer, which is partially owned by Kiewit
 Diversified Group (XDG)). He ig alsc a Director of PKS and KDG.

b mcum R. JAROS

Mr‘ Jares has been a Dlrector of MFSCC since January 1992 He
has been the Chairman of the Board of California Energy Company,
Inc, since April 1993. He was the President and Chief Operating

‘7,fo1cer‘and.a»Dlrector of California Energy Company, Inc., which is

partially owned by PKS, from January 1992 until Aprll 1983, M.
Jaros has been an Executive Vice President of PKS since June 1993 ,
~ and was a Vice President of PKS from September 1990 to August 1992

and & Vice President of KBG from 1986 to 19380. Mr. Jaros is alsok
a Dlrector of PKS and KDG. : , :

”,RQBERT E.,JuniAN

; M. Jullan has been a Dlrector of MFSCC since January 1992 v

’Eor more than the last five years, Mr. Julian has been the Chief
Financial Officer and a Director of PKS. Mr. Julian was elected
~Executive Vice President of PXS in 1991 and,prlor to that served as

o a Vice Presmdent of PKS. Mr. Julian is also a Dlrector cf KDG.

'"DAVID C. MCCOURT

, Mr. MeCourt serves as President ané>ch1ef Executive Offlcez'of
RCN. Mr, MecCourt has also been a Director of MFSCC since January
1992, a Director of MFS Telecom since July 1990 and & Director and
. President of Metropolltan Fiber'Systems/MCCourt Inc., a subsldlary
o of MFS Telecom¢ since 1988. Mr. McCourt ig the President and Chief




RCN BOARD OF DIRECTORS

JAMES Q. CROWE
Mr. Crowe has been the senior executive officer of the MFS
Communications Company, Inc. (MFSCC) since its inception. He has
served as Chairman of the Board of MFSCC since 1988, Chief
Executive Officer since November 1991 and was President (January
1988-June 1989 and April 1990-January 1992). Mr. Crowe has also
served as President and Vice President of Kiewit Industrial Co.,
which is invelved in large industrial construction projects, such
as independent power projects, cogeneration facilities, and until
1988, telecommunications projects. Prior to joining Peter Kiewit
Sons, Inc. (PKS) in 1986, Mr. Crowe was employed by Morrison-
Knudsen Corporation, a major construction and engineering company
based in Boise, Idaho, where he held the position of Group Vice
President with responsibility for the electric power market. Mr.
Crowe 1is also a Director of California Energy Company, Inc.(a
geothermal energy producer, which is partially owned by Kiewit
Diversified Group (KDG)). He is also a Director of PKS and KDG.

RICHARD R. JAROS

, Mr. Jaros has been a Director of MFSCC since January 1992. He
- has been the Chairman of the Board of California Energy Company,
Inc. since April 1993. He was the President and Chief Operating
Officer and a Director of California Energy Company, Inc., which is
partially owned by PKS, from January 1992 until April 1993. Mr.
Jaros has been an Executive Vice President of PKS since June 1993
- and was a Vice President of PKS from September 1990 to August 1992
and a Vice President of KDG from 1986 to 1990. Mr. Jaros is also
~a Director of PKS and KDG.

ROBERT E. JULTIAN

: Mr. Julian has been a Director of MFSCC since January 1992.
For more than the last five years, Mr. Julian has been the Chief
Financial Officer and a Director of PKS. Mr. Julian was elected

~Executive Vice President of PKS in 1991 and prior to that served as
a Vice President of PKS. Mr. Julian is also a Director of KDG.

DAVID C. MCCOURT

: Mr. McCourt serves ag President and Chief Executive Officer of
RCN. Mr. McCourt has also been a Director of MFSCC since January
1992, a Director of MFS Telecom since July 1990 and a Director and
President of Metropolitan Fiber Systems/McCourt, Inc., a subsidiary
of MFS Telecom, since 1988. Mr. McCourt is the President and Chief




Executive Officer of McCourt Communications Cowpany, Incg., a
privately owned company which designs and constructs cable
. television and telecommunications systems in Boston, Massachusetts,
and provides similar services in the United Kingdowm as a partner
with MFSCC. (This partnership operates under the nhame
McCourt/Kiewit International.) Mr. McCourt is alse President and
Chief Executive Officer of McCourt Fiber Network, Inc., a
telecommunications business in Boston, Massachusetts.

WALTER SCOTT, JR.

Mr. Scott has been the Chairman of the Board and President of
PKS for more than the last five years. He has been a Director of
MFSCC since January 1992. He is also a Director of Berkshire
Hathaway Ine., Burlington Resources Inc., California Energy
Company, Inc., Canadian Imperial Bank of Commerce, ConAgra, Inc.,
FirsTier Financial, In¢. and Valmont Industries, Inc. Mr. Scott is
also a Director of KDG.

 THOMAS C. STORTZ

Mr. Stortz has served as Vice President and General Counsel of
PKS since 1991. He is also a Director of KDG and CCL Industries
Inc. .
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SECRETARY’S CERTIFICATE

, I, Allen R. Kearns, being the duly elected and actlng

Secretary of Kiewit Diversified Group Inc., a Delaware corporation,
do hereby certify that attached hereto as Exhibit A is a true and
correct copy of the resolution adopted by consent action by the
‘board of directors on July 30, 1993.

~ IN WITNESS WHEREOF, the undersigned has executed this
Certlflcate‘thls 30th day of September, 1993. ‘

Allen R. Kearns, Secretary
TR DIV ERE e Y GROTE T,

16366,




WHEREAS, a Stock Purchase Agreement; dated June 17,
1993, had been entered into between RCN Corporation,
Kiewit Diversified Group Inc., and certain sellers, all
as set forth in such Stock Purchase Agreement, pertaining
to the purchase of a stock in C-TEC Corporation.

RESOLVED, that the Board hereby approves, authorizes

 and ratifies the proposed transaction by their respective

subsidiaries, on the terms discussed at this meeting, and
as set forth in the Stock Purchase Agreement, dated June
17, 1993, attached hereto, and as may be amended; and

RESOLVED, ~ that the proper -officers of the
Corporation be, and each hereby is, authorized and
kdirected to execute on behalf of the Corporation any
ancillary agreements necessary to consummate the
transactions contemplated in the Stock Purchase
Agreement, with such modifications and additions therein
as the proper officers of the Corporation may approve,

- their approval thereof to be conclusively evidenced by

their execution of such agreements necessary to
consummate the transactlons contemplated therein; and

RESOILVED, that the Corporation’s offlcers, employees
and agents are empowered and authorized to execute and
deliver all agreements, instruments, filings, amendments,

- ¢ertificates and other documents, including powers of

attorney, and to take or cause to be taken all actions

- necessary, desirable or appropriate to carry out the
‘intent and purpose of the foregoing resolutions; ~and

. RESOLVED, that the Corporatlon' SubSldlarleS
involved in the transaction, and the directors, officers,

‘employees and agents thereof, are empowered and

authorized to execute and dellver -all agreements,

instruments, filings, amendments, certificates and other

docunents and to take or cause to be taken all actions

necessary, desirable or approprlate to carry out the

intent and purpose of the foregoing resolutions, such
execution, delivery and actions to be in accordance with
the statutes, charters, by-laws and similar corporate

_governance procedures applicable to each subsidiary.

EXHIBIT A"




SECRETARY’S CERTIFICATE

I, Glenn L. Farris, being the duly elected and acting
Assistant Secretary of Peter Kiewit Sons’, Inc., a Delaware
corporation, do hereby certify that attached.hereto as Exhibit A is
a true and correct copy of a portion of the minutes of the meeting
of the board of dlrectors of Peter Kiewit Sons’, Inc. of July 30,
1993.

IN WITNESS WHEREOF, the underSLgned has executed this
Certificate this 30th day of September, 1993.

//é R

Glenn L. Farris, A551stant Secretary
PETER KIEWIT SONS’, INC.

| 16353




Q ’ EXHIBIT A

The next order of business was to discuss the acquisition by RCN Corporation of an interest in C-

TEC Corporation, a rural residential telephone and cable company headquartered in Pennsylvania. The

possibility of such an acquisition, while preliminary at the time, had been discussed at the previous Board
meeting. A Stock Purchase Agreement, dated June 17, 1993, had been entered into between RCN
Corporation, Kiewit Diversified Group, Inc., and certain sellers, all as set forth in such Stock Purchase
Agreement. Mr. Crowe, Mr. Jaros and Mr. Stortz reviewed the terms of the acquisition, and answered
questions. After a thorough discussion by the Board, and upon motion duly made and seconded, the

following resolutions were unanimously approved:

RESOLVED, that the Board hereby approves, authorizes and ratifies the proposed

“transaction by their respective subsidiaries, on the terms discussed at this meeting, and as

set forth in the Stock Purchase Agreement, dated June 17, 1993, attached heteto, and as
may be amended; and

RESOLVED, that the proper officers of the Corporation be, and each hereby is,

authorized and directed to execute on behalf of the Corporation any ancillary agreements

. hecessary to consummate the transactions contemplated in the Stock Purchase Agreement,

with such modifications and additions therein as the proper officers of the Corporation may

approve, thelr approval thereof to be conclusively evidenced by their execution of such
agreementé niecessary to consummat’e the transactions contemplated therein; and

RESOLVED, that the Corporation’s officers, employees and agénts are empowered
and authorized to execute and deliver all agreements, instruments, filings, amendraents,
certificates and other documents, including powers of attorney, and to take or cause to be
taken all actions necessaty, desirable or appropriate to carry out the intent and purpose of

the foregoing resolutions; and

RESOLVED, that the Corporation’s subsidiaries involved in the transaction, and the
directors, officers, employees and agents thereof, are empowered and authorized to
execute and deliver all agreements, instruments, filings, amendments, certificates and other
documents and to take or cause to be taken ali actions necessaty, desirable or appropriate

-to carry out the intent and purpose of the foregoing resolutions, such execution, defivery
and actions to be in accordance with the statutes, charters, by-laws and similar corporate
governance proceduras applicable to each SUbsidiary;, '




I, Thomas) ¢, Storts, baing the duly elscted and acting
Secretary 'of RUN Copporation, a Dalaware corporation, do hersby
certify that aztachad hersto as Eshibit A is a true and asrrect
copy of the resSolution adopted by congent actiocn by the hnard of
directors on July 30, 1593, -

IN WITRESS WHERROF, the undersigned hag oxecuted this
Cartiriaate this 30th day of September, 1593,

' ﬂhouas C. %ﬁ Sacretar.‘! .
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, WHEREAS, ajstock furchase Agrsement, dated Juna 17,
5931 had besanjentered into between RCN cptgarati;am

ewit Diyersified Group Iad.; and dertaln sellers, all
& set foxth in $uch stock Purchase Agreement, pertaining
& the purchasefof a stock in C~TEC Corperation.

. RESOLVED, $hat tha Board Heceby approves, authorizes
nd ratifies the proposed transaction by their zespeotiva

ubzidiaries, off the terng discussed at this neeting, and

5 ek forth ixJthe Stock Purchase Agraement, dated June

A7, 1993,fattached herete, and as may be amended: and

.| RESOLVED, {that the propar officers of the
Corporation be} and each hereby is, authorized and

. directed lto execute on behalf of the Corporation any

ancilla; agréements necegsary to ¢onsummate the
frangactions -contemplatad in the Steck FPurchage
Agreemant), with|such medifications and additiens therein
fag the proper cfficers of the Corporation nay approve, .

their approval thersof to be conelusively evidenced by

consunmata the transactions contemplated therxein; and

., . RESOLVED, that the Corporation’s officers, employees
and agents are empovered and authorized to execute and
, }aaziva:;‘f 1 agreenents, instruments, £ilings, anendnents,
lmextifioates and other documents, including powsrs of

attoxnay,tand te take or causs to be taken all actions
necassary) desirabla or apprepriste to carry out the

?aw extecution of such ayreements necessacy to

- Hntent and purpose of the foregeing resélutions; and

) RESOLVED, that the Corporation's subsigiaries
4nvolved in tha transaction, and the direstors, officers,
mployeasd and | sgents thereof, eare empowersd and
‘Muthorizefl to | exocubts and ~deiiv¢:: all agreezents,
nstruments, tilings, smendwents, csrtificates and other

documenty and €o take or cause Lo bPe taken all actions

necassary, dasirable or appropriate o carry out the
intent and purpose of the furegoing resolutions, such
axecution, delivery and acticns to be in accordance with
the statutes, charters, by-lavs and sinilar corporate

. governance precedures applicable ta each subsidiary.
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COMMONWEALTH OF MASSACHUSETTS )
; | o | ) sis
~ SUFFOLK COUNTY )

R David C. McCourt, am the President of RCN Corporation, and am authorized to make this
 verification on its behalf. The statements made in the foregoing document are true of my own
knowledge, except as to the matters which are therein stated on mformatlon and behef and as

to those matters I believe them to be true. ;

1993.

Notary Pubhc '

- My commission expires: G'wae #0, 1997




‘l’ | . : jglp

COMMONWEALTH OF PENNSYLVANIA)
o ' { ss:
COUNTY OF LUZERNE )

- VERIFICATION

I, RAYMOND B. OSTROSKI, am the Vice-President of C-TEC Corporatlon '
and am authorized to make this verification on behalf of C~TEC S
Corporation and its subsidiaries. The statements made in the foregoing
document are true of my own knowledge, except as to the matters which
are therein stated on information and belief, and as to those matters
I believe them to be true.

I declare under penalty of perjury that the foreg01ng is true and
correct this 30th day of September, 1993.

YMOND B. OSTROSKI
VICE-PRESIDENT

2

Subscrlbed and. sworn to before me, in and for the State and County
named above, thls 30th day’of September, 1993. :

;*'NOTARY PUBLIC \u

My Comm1551on Explres May 30, 1994.

&mnAK rmePHh
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CERTIFICATE OF SERVICE

I, Jean L. KiddOO, hereby certify that on this 1st day of

Octob
overn

1993.

119417.2

ér; 1993,: copies the foregoing document were SerVed; by
ight courier, postage prepald for delivery,onloctober‘é,

upon the follOW1ng

Irv1n .Popowsky, Esqg.

Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

(717) 787-3391

O£f1Ce of Small Bu51ness Advocate
Suite 1102

Commerce Building

300 North 2nd Street

Harrisburg, PA 17101




 CHAKLES KALLENBACH

SWIDLER
BERLIN

@

" DirECT DIAL

~ATTORNEY-AT-LAW- CHARTERED (202)424-2715
o “égﬁ o '
" {i@ : mkﬁ'”’r&
~ S b
R ’/wukg October 5, 1993 g
Ms. Janet Patrick - e T0T oo
Pennsylvania Public Utility Commission , ' VR

‘North Street and Commonwealth Avenue
North Office Building
Harrmsburg, PA 17105-3265

Re: Appllcatlcn for‘Approval of Acqulsltlon by RCN
Corporation of Voting Control of C-TEC Corporation
“from the C-TEC Control Group (Docket No. &A-
310800F0006) ,
- Deaxr Ms. Patrlck

Per your telephone call today, enclosed is our check in the
amount of $300.00 to cover the remalnlng fllmng costs for the
above-referenced appllcatlon.

: - Please do not hesmtate to call me or Jean Kiddoo if ycm have
. any further ques*lons about the applzcatlon.

Slncerely yours,
" tharles H.N. Kallenbach
Enclosure | |

¢cc: Jean L. Kiddoo

- 159671,

3000 ¥ Steet, N.W. » SUITE 300
’ WASHINGTON,; D.C. 2000?'5116.
(202)424-7500 » TELEX 701131 8 FAcSIMILE (202)424-7643




COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PO. BOX 3265 HARRISBURG, PA 17105-3265
October 7, 199

INFEPLY PLEASE
REFER TOOUR FILE

A~310800F0006

@ ;
CHARLES H.N. KALLENBACH, ESQUIRE
SWIDLER & BERLIN
3000 K STREET N.W.
~ SUITE 300
WASHINGTON, D.C. 20007-5116

B .

Application of RCN Corporation, transferee, and the C-Tec Control
Group, transferor, for approval to transfer to the former by the
‘latter majority voting control of C-TeCWCOrporatlon stock.

,Dear'Mr. Kallenbach:

Recelpt is acknowledged of the application of RCN
~Corporation and C-Tec Control Group which has been captioned and
docketed to the above nunber. ,

We note that the attached notice will be publls‘ned the
weeks of Oc¢tober 4 and 11, 1993 in newspapers havmng a general
circulation in the areas :mvolved. Proof of publlcatlon is due to
be f£iled on or ‘before October 19, 1993. ,

The matter will receive the attentlon of the Commlssmn,
and you will be advised of any further necessary procedure.

Very truly youi-s p

for John G. Alford
Secretary

Enclosure
JEP

Qcry




PENNSYLVANIA PUBLIC UTILITY COMMISSION

NOTICE TO BE PUBLISHED

Notiee is. hereby given that an application has been, made to the
Pennsylvanla Public Otility CommLSSlOn, under the provisions of the Public
Utility Code, by RCN Corporation, -transferee, and the C-TEC Céﬁtrol Group,
:,transferor, for approva1<to tvansfer to the former by the latter majority votlng
contLol of C=Tec Corporatlon stock. (A—310800F0006)

: Notice ig hereby also given that thls‘applxcatlon may be ﬁcnsidered,by the
Goﬁmission«without a hearing. DProtests or petitions to intervene may, hOWever,
be filted with the Public Utiiity~Commission,’Harrisburg, with<cbpy served upon .
appliéant'S’attdtneys on or before October 19, 1993, pursuant to Title 52 of the
- Penngylvania Code. | |
RCN‘CORPORATION

Counsel for the applicantss:

Jean L. Kiddoo, Esquire

Charles H.N. Kallenbach, Esquire
swidler & Berlin, Chaxtered ,
3000 K Street, N.W.

Washington, ‘c. 20007

‘Norman Kennard, Esquive
Tucker Arensberg P.C.
116 Piné Strest
‘Rarrisburg; P& 17101
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