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Blanca S. Bay6, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak, Blvd. 
Tallahassee, Florida 32399-0870 

July 23 , 1998 

ORIGU~~ .~L 
Turence J. Ferauson 
Senior Vice President 

General Counsel 
TEL: (402) 536-3624 
FAX: (402) 536-3645 

terry .ferguson@ L3 .com 

DAlE 

JUL 2 ~. 1998 

Re: Application of Level 3 Communications, LLC for Authority to 
Provide Alternative Local Exchan&e Service in Florida 

Dear Ms. Bay6: 

Enclosed for filing on bc.half of Level 3 Communications, LLC ("Level 3") please find an 
original and six (6) copies ofLevel3 's application for authority to provide alternative local exchange 
service in Florida. Also enclosed is a check in the amount of$250.00 to cover the application filing 
fee. 

Please date-stamp the extra copy and return it to the undersigned in the enclosed self­
adoressed, stamped envelope. Should you have any questions concerning this filing, please do not 
hesitate to contact me. 

Check r&cetved wllt1 ftlftG ... ...... 
forwwded to Fiscal for depOIIl .... ,. 
Ftscal to forward a copy of cheCk . 
to RAR wrth proof c1f deposit. 1;• of pe""" who,_.,._ 

Enclosures 

cc: Abby Jensen 

245TI8. 1 

l.evt"l J Communicatio ns. LLC 

Very truly yours, 

~J. ~us~/lc~ 
Terrence J. Ferguson 

Level 3 Communications, LLC 
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FLORIDA PUBLIC SERVICE COMMISSION 
CAPITAL CIRCLE OFFICE CENTER· 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399..0850 

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE ALTERNATIVE LOCAL EXCHANGE SERVICE 
WITHIN THE STATE OF FLORIDA 

INSTRUCTIONS 

1. This form is used for an original application for a certificate and for 
approval of sale, assignment or transfer of an existing alternative local 
exchange certificate. In case of a sale, assignment or transfer, the 
Information provided shall be for the purchaser, assignee or transferee. 

2. Respond to each item requested in the application and appendices. If 
an Item is not applicable, please explain why. 

3. Use a separate sheet for each answer which will not fit the allotted 
space. 

4. If you have questions about completing the form, contact: 

Florida Public Service Commission 
Division of Communications, Certification & Compliance Section 

2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399..0866 

(904) 413-6600 

5. Once completed, submit the original and six (6) copies of this form along 
with a non-refundable application fee of $250 made payable to the 
Florida Public Service Commission at the above address. 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F.S. 



1. This is an application for (check one): 

(X) Original authority (new company) 

( ) Approval of transfer (to another certificated company) 
Example, a certificated company purchases an existing company and 
desires to retain the original certificate authority. 

( ) Approval of assignment of existing certificate (to a 
non-certificated company) 

Example, a non-certificated company purchases an existing company 
and desires to retain the certificate of authority rather than apply for 
a new certificate. 

( ) Approval for transfer of control (to another certificated company) 
Example, a company purchases 51% of a certificated company. The 
Commission must approve the new controlling entity. 

2. Name of applicant: 
Level3 Communications, LLC ("Levell" or the "Applicant.") 

3. Name under which the applicant will do business (d/b/a): 
Not appUcable. 

4 . If applicable, please provide proof of fictitious name (d/b/a) registration. 

Fictitious name registration number:_......L.!N~otua1111p~p:.uii:IIJicaUjb:Jlle"". ___ _ 

5. ~- National mailing address including street name, number, post office box, city, 
state, zip code, and phone number. 

Level 3 Communications, LLC 
1450 Infinite Drive 
Louisville, CO 80027 
(303) 926-3000 (Tel.) 
(303) 926-3400 (Fax) 

B. Florida mailing address Including street name, number, post office box, city, 
state, zip code, and phone number. 

Level 3 does not yet have a Florida mailing address. Level 3'~ registered agent in 
Florida is CT Corporation System, 1200 South Pine Island Road, Plantation, FL 
33324. 

FORM ?SC/CMU 8 (11/95) 
Required by Chapter 364.337 F .S. -2-



6. Structure of organization: 

( ) Individual 
( ) Foreign corporation 
{ ) General Partnership 
( ) Joint Venture 

( ) Corporation 
{ ) Foreign Partnership 
{ ) Limited Partnership 
(X) Other, Please explain Levell is a Delaware 
limited liability comPUY· "ease refer to Section 
9 for further Information. 

7. If applicant is an individual, partnership, or joint venture, please give name, title and 
address of each legal entity. 

Not AppUcable. 

8. State whether any of the officers, directors, or any of the ten largest stockholders 
have previously been adjudged bankrupt, mentally incompetent, or found guilty of 
any felony or of any crime, or whether such actions may result from pending 
proceedings. If so, please explain. 

None of Level 3's omcen, cllrecton, nor any of the ten largest stockholden, have 
previously been adjudged bankrupt, mentally Incompetent, or found guilty of any 
felony or any crime; nor are any such proceedings pending. 

9. If incorporated, please provide proof from the Florida Secretary of State that the applicant 
has authority to operate in Florida. 

Applicant is qualifted to do business In the State of Florida as a foreign limited 
liability company. A copy of Levell's certiftcate of authority to transact business In 
the State of Florida is appended hereto as Attachment 1. 

Corporate charter number: CLLC Document No. M970000QQ8l4l 

10. Please provide the name, title, address, telephone number, Internet address, and 
facsimile number for the person serving as ongoing liaison with the Commission, 
and if different, the liaison responsible for this application. 

Commlssioo llailoA: TerreAce J. Ferguson, Senior Vice President and General 
Counsel, Level 3 Communications, LLC, 3555 Farnam Street, Omaha, 
Nebraska 68131, (402) 536-3624 (Tel.), (402) 536-3632 (Fax). 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F.S. -3-



11. Please list other states In which the applicant Is currenUy providing or has applied 
to provide local exchange or alternative local exchange service. 

Levell ll a start-up company and hu not yet bqun providing local nchli::ge service 
ln any state. However, Level l currently Is authorized to provide local exchange 
telecommunlutlon• services lD Callforala, Colorado, the Dlltrlct of Columbia, Georgia, 
IIUDoll, MusacbusettJ, Maryland, Michigan, New York, Texu, VIrginia and 
Wublngton. Levell abo hu applications for local exchange authority pending In New 
Jeney and Pennsylvania. 

12. Has the applicant been denied certification in any other state? If so, please list the 
state and reason for denial. 

Level l bu not been denied authority to provide telecommunications service In any 
juriJdlctlon. 

13. Have penalties been imposed against the applicant in any other state? If so, please 
list the state and reason for penalty. 

No penalda have been Imposed against tbe applicant In any other state. 

14. Please indicate how a customer can file a service complaint with your company. 

Level 3's customen' bUll will Include a toll-free number and an address to which 
Inquiries and complalntJ may be addressed. Level 3 may be reached for customer 
service Inquiries at ltJ ton~rree number, l-877-4LEVEL3. 

15. Please complete and file a price list in accordance with Commission Rule 25-
24.825. 

Level 3 wlll rue a complete price list with the Commission in accordance with 
Commission Rule 15-24.815 prior to initiating service. 

16. Please provide all available documentation demonstrating that the applicant has the 
following capabilities to provide alternative local exchange service in Florida. 

A. Financial capability. See Exhibit 2. 

Regarding the showing of financial capability, the following applies: 

The application should contain the appllc~nt's fi 1ancial statements for the 
most recent 3 years, Including: 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F.S. -4-



1. the balance sheet 
2. income statement 
3. statement of retained earnings. 

Further, a written explanation, which can include supporting documentation, 
regarding the following should be provided to show financial capability. 

1. Please provide documentation that the applicant has sufficient financial 
capability to provide the requested service In the geographic area proposed to be 
served. 

2. Please provide documentation that the applicant has sufficient financial 
capability to maintain the requested service. 

3. Please provide documentation that the applicant has sufficient financial 
capability to meet Its lease or ownership obligations. 

NOTE: This documentation may include, but is not limited to, financial statements, 
a projected profit and loss statement, credit references, credit bureau reports, and 
descriptions of business relationships with financial institutions. 

If available, the financial statements should be audited financial statements. 

If the applicant does not have audited financial statements, It shall be so 
stated. The unaudited financial statements should then be signed by the applicant's 
chief executive officar and chief financial officer. The signatures should attest that 
!Mllnancjal statements are true and correct. 

B. Managerial capability. See Exblblt 3. 

C. Technical capability. See Exblblt 3. 

(If you will be providing local intra-exchange switched telecommunications 
service, then state how you will provide access to 911 emergency service. 
If the nature of the emergency 911 service access and funding mechanism 
is not equivalent to that provided by the local exchange companies in the 
ar~as to be served, described In detail the difference.) 

Level 3 will negotiate aa E911/911 Interconnection arrangement wit~ tbe 
Incumbent LECs tbat will allow It to complete 911 calls for Its customers. Level 
3 will coordinate witb tbe aaency operatlna tbe Public Service Answering Point 
(" PSAP") In eacb locality tbat It serves, In order to usure tbat 911 calls are 
routed and delivered In tbe manner desired by tbe PSAP. In tbose localities 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F.S. -5-



wbere E911 service bu been Implemented, Level3allo will make arrangements 
for tbe proper delivery of Automatic Number Jdeatlflcatloa ("ANI") and 
Automatic Locatloa ldeatiftcatloa ("ALl") laformatlon to tbe PSAP. 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F.S. -6-



AFFIDAVIT 

By my signature below, I, the undersigned officer, attest to the 
accuracy of the lnfonnation contained In thla application and attached 
documenta and that the applicant has the technical expertise, managerial 
ability, and financial capability to provide aU.mative local exchange service 
in the State of Florida. I have read the foregoing and declare that to the beat 
of my knowledge and belief, the lnfonnation Ia true and correct I attest that 
I have the authority to sign on behalf of my company and agree to comply, 
now and in the future, with all applicable Commission rules and orders. 

Further, I am aware that pursuant to Chapter 837.06, Florida Statutes, 
"Whoever knowingly makes a false statement In writing with the intent to 
mislead a public servant In the perfonnance of hla oftlclal duty shall be guilty 
of a misdemeanor of the second degree, punishable as provided In a. 775.082 
and s. 775.083". 

Official: ((;,1 t~4 .. {; { 
Signature 

Title: Terrence J. Femson 
Senior Vice President and General Counsel 

Address: 3555 Farnam Street 
Omaha, Nebraska 68131 

FORM PSC/CMU 8 (11/95) 
Required by Chapter 364.337 F .S. -7-

(402) 536-3624 
Telephone Number 
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EXHIBIT 1 

Certiftcate of Authority to Transact Business 



December 8, 1997 

CT CORPORA nON SYSTEM 

TALLAHASSEE, Ft. 

Qualification documenta for LEVEL 3 COMMUNICATIONS, LLC w.,. filed on 
December 8, 167, and -lgned document nwnber M07000000824. PIHM 
refer to thll number wh.,._ COI'NipONing with this afftae. 

Your limited Mabllty ~Y II now qualified and authorized to tranuot 
bu.ineu In Flortda • of the file dm. 

A limited liability oampany IYVI~ ~ will be due thll office bMwMn January 1 
and May 1 of the yaar -~the calendar yearaf the fie date. A Federal 
Emplover ldentlllcatiOn (FEO number will be requiiWd blfcn thil r.port can be 
filed. If you do nat ~ have 1n FEI n&.mber, pleue ~ NOW wtlh the 
lntemal Raven~ by cdlng 1-100-121-387& and r.queltlnQ torm SS-4. 

Pie- be aware If the Umlled labl~ company addt"Ma changee, It Ia the 
responsibility of the cot'J)0111tion to nallfy thla offloe. 

Should you hava any qu.tlone reaarclna thil matter, pleue telephone (850) 
487.ao51, the Aegilttatlon and Oual1ftaatlon Sedlon. 

Cathy A Mitchell 
Corporate Spealalllt 
Otvfalon of co:pc;ratlonl Letter Number: 197A00057801 

Diviaion of Corporations - P.O. BOX 6327 -T•ll•h•• .... Florida 8231' 

· ' 



-
APPLICATION BY FOREIGN LIMITED LIABILITY COMPANY FOR 

AVTBORIZA TION TO TRANSACI" BUSJNESS IN FLORIDA 

IN COMPUANC£ WI1H SECTION 608.5(13, FLORJDA SJA1VTES, THE FOUOWLVG IS 
SUBMllTED TO REGJSIER A FOREIGN UMli'ED LJABIUI"i COMPANY TO TRANSACI 
BUSINESS IN THE SlATE OF FLORIDA: 

6 Dec.aber 1, 1997 . ------~~~------~~~--~~r---~~~~~~~~~~~-(&ra fin& iiiUKild bUiilllsla JIICiridL cSII seadanl601.501. 601.502. ud 117.1!5. F.S.) 

7. 3555 Pam .. Straat 

Ouh&, lfabraaka 68131 

8. List name, title, &Dd bUJines1 addrcu of each m~naginc momber{MGRM] or manager[MOR]who 
will manap tbc foreip limiUJd liability company in Florida: (aaach additional page if necessary) 

NAME &c ADDRBSS: 

Jamea Q. Crowe 

3555 Parnam Street 

Omaha, 5I 68131 

R, Doupu Bradbury 

3555 rarnam Street 

Omaha. Ml 68l3l 

TITLE: NAME II ADDRESS: TITLE: 

terreDca J. JerJUaOD 

3555 Parnam Street 

Omaha, HB 68131 



AFFIDAVIT OFMEMBERSHIP AND CONTRIBUTIONS OF FOREIGN 
LIMITED LIABn.ITY COMPANY ·: 

The undenigned member or authorized represenwive of a member of ---------­
Lcrval :, C0111111UD1eationl, LLC 

oua -.bar. 

1) rhe above named limited liability company bas ---~---

deposes and says: 

-+ 
~"'' 'D r-rT" -..J 

~~ "",. ' "':") 2) the row amount of cub conaibuted by the membl$) it $1.,. • ..,.o ..... oo ...... --oo"'----- ~~ c:o r 
_,..,.,c: rTJ 

3) if any. the agreed value of property other chan cub contributed by membc$9 is ;!};;, ~ 0 
o- N 

S _tc_ou=•--- . A deacription of the property ia attacbed and made a paj/iretC, 
~ N 

4) the total amount of cub or property anticipated to be contributed by member( .. is 

$ 1,000 .oo . 'Ibis total includes amounts from 2 and 3 above. 

repruenta ve a member. 

(In a.ccordance with s on 608.408(3), Florida Stamw, the cxcwtion of 
this affidavit constituteS an affirmation undftr the penalties of perjury that 

the facts stated herein are 011e.) 



. 
CERTIF1CATE OF DESIGNATION OF. 

REGISTERED AGENT/REGISTERED OFFICE 

Pl.i'RSUAN'I' TO 1HE PROVISIONS OF SECilON 608.41' or 608.507, FLORIDA STA1tl'I'ES, 11iE 
l.J'NDERSIONED L.IMlTED LIABILJTY COMPANY SUBMITS niB FOILOWJl':~ STATEMENT 
IN DESIGNATING TilE REGISTBRED OPFICPJRBGISTERBD AOENT, IN mE STATE OF 
FLORIDA. 

l . The name of the limited liabillry company iJ: 

Laval 3 Co-.m1eat1on1, LLC 

2. The name and address of the reJistered agent and office is: -~~ \0 
r-n " 
~:..: Siij s!: n 
""~ ' "7l 

------~~~Co~~~r~a~t~1o~u~Sy~•~t~-~-------------------~~ ~ -n,o r (Name) :_ .., , ~ fTl 
,..:.lv, ::: 0 
e-= ~ 

1200 South P1na !1land load ~~-c:;,-·· Q 
--------~~~----~~~~~----~------~~~ ~ (P.O. Box or Mail Drop Bo~t w;aiACCIPTAILI) 

Plantation, Plor1d& 33l24 

(Ciry/Scam/Zip) 

Having b•m 1141Md 41 TlfUurtd Glint and to acc1pr 11rvic1 of proc~u for w abov• srattd ltmirtd 
liability comparry at w p/Qct dtsifJUirtd in rhtJ certificart, I hlnby acc•pr chi appotnanmt as ngLrrtr1d 
agenz and a,r11 to act in rlu1 capaciry. I furrlvr agn1 to comply with iM pro\li.sion.r of all stQIUiu 
relaTing to the proper tmd comp/611 ptifa117'1t11lCt of my ducies, and I am jamilku Ylith and acctpr rhl 
obligtJltoru of my ponriDn as 1Wgisrtrwd a1111L 

fYnau {. 6)l~ } Dec .. bar 3, 1997 
(Slal'llrure) 

Anne E. Oi.sn:nS, Aut. Secy. 
(Dote) 

Filing Fee: $ 35 for Designation of Reafstered Agent 



EXHJBITl 

Flnanclal QuaUftcations 

Level 3 is financially qualified to provide telecommunications services in Florida. In 

particular, Applicant has access to the financing and capital necessary to conduct its 

telecommunications operations as specified in this Application. Level3 is wholly-owned by its sole 

member, PKS Information Services, Inc., which is the wholly-owned subsidiary of Level 3 

Communications, Inc. As a start-up company, Level3 will rely on the financial resources of Level 

3 Communicatio!'s, Inc. to provide initial capital investment and to fund operating losses during the 

start-up phase of operations. Level3 Communications,lnc. has financed Level 3 's initial operations 

and will continue to provide financial support to Level 3 so long as Level 3 requires additional 

capital and resources to complete its networks and construct facilities. In support of Level 3 's 

application, attached hereto as Exhibit 4 are copies ofLevel3 Communications, Inc.'s 1997 Annual 

Report, which includes its financial statements on SEC 10-K/A for the most recent three years.!' 

This exhibit is offered to demonstrate Applicant's financial ability to provide the proposed service. 

Level3 Communications, Inc. (formerly known as Kiewit ])iverstfied Group Inc.), 
previously was a subsidiary ofPeter Kiewit Sons', Inc. Level3 Commurucations Inc. subsequently 
merged into Peter Kiewit Sons', Inc., and the surviving entity changed its name to Level 3 
Communications, Inc. The SEC forms included in Level 3's 1997 Annual Report reflect this name 
change and were filed with the SEC as amendments to the original forms filed under the name of 
Peter Kiewit Sons' , Inc. 
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997 FINANCIAL PERFORMANCE 
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T 0 0 U R STOCKHOLDERS 
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ntovr fm m the 100 -ycar o ld u rc.:uit )-wl!dung tC'chnulo~y rh.11 "'"II tlw prnluan 111.ana 

t C'dtnolo~y 111 tht· trJd llto nalrdephon<' o mpany network:. '" rltr nrwc:r lntrt nr t "'" '""'' 

(II') hasc:d p.tc.:ker swttd unK rcchnnln~;:a~. The ad\•Jnt.t!(e of dtn c nC'w II' tethnoln~te' " thr 

power of 1implc cco nnnucs IP network.<; cm t less. The .:osr t~l lll<WIIlf:.•ni"II IIJIIun thmu!-:h 

.111 II' ll<' rwork t ) mu.:h lowc:r than through a tradillorulun uu ' wudan f nctwnrl. . 1'<', Ju"· 

II' tcd111ology make) muc.:h mure efficient usc of the transm" "'"' · 1"1" ... m n<'twork . 

rltL· .arwir swirchang technology u5ed an J t r~duionalrdephone network and liuctn h· ••tx·n.\ .111d 

nt.t tn t:um .1 dedicated line whencvct J Lallts m.tdc. rcg:udlc~' nf the dcmuv "' rhr llli•IIIIUIIIIII 

hctn!-: tr:am ntlltt'd . The resuJr IS wasted c.tpacuy ut "q utel spo t., .. ,~, th<' r nd tll·<'n•l , unnn llon 

n·ntJtll\ on plac<' <"Ven dunn!; thQ'iC lll<llllC'nt~ when no At tu.tl anlurm.1tron '' I>C"•n!! II Jil\llllltcd. 

C onversely. the newer IP packet ted 1nology break... the tnln rm.u aon down anlo pane,. pl.ll n 

tlt<' tn on w clc.:tronic "envdope5" or packer~ wuh drn rua:at ".addrc"n." Jtt.l thcn till, rhr 

ptp•· wuh dtc.\c p.~ekrt~ of anfiarmatwn. Thr jlJLkeu tl<ll o nly tillt hC' papc hut .Hr ·' " " 

dm·nnl .al<mg the w.ty by spet:tJl co mputen or routcn dut rc.1J the JJdrc~> anlurm.t llon .tnd 

d trc([ c.tch packer along the fastest rourc to II> de51lnatlon . where" all of dtr j'IC'Lc' .,f 

tnfo rm.nto n : re reassembled . ready for rccetpt by tax. computC'r or l" tr ncr All " ' d11, t.o l..n 

pLtt.l' 111 J fractron of a SCLond. (For " morr dnmv d t'omptlnson oj'( ·, rn 111 '"'lld•mg rmd l\~o ltrr 

)wurhmg. u r pagr 1 0. J 

1;, undnq .md the diiTcrcnLc hcrwccn u ru ut swuc..htn~ and pJLkct \Wll t htn).; .. tnothcr 

hdpful ,ompan~un ma~hr bC' to vi)u.!liL.C an antcrstatc highwa\' hctwcC'n '" '' .alln 

l'r.td ttwn.tl t<'lcpho ne tt'chnolo!Q' would dC'd tt .He o r u1111111 11 .111 <'lll llr LHH' o l , ;,,. lu~:'"' ·" '" 

' " "' '·" ' "' dtC' dur.lltun ol " ·' trtp. T he 11rwca II' t r, h~tolo!-:r would till .all .. t rhc l.a11n " "" 
rr.alfi,. wuh Iones ol t..trs an cad1 lane. II' \ltn pl~ mJkc, m ut.h mon· d ft. ar a11 u'r "' rh,· 

"htf:hWJ \;· or tran>llllSSIOil path. 

\.'('h<'thco pac.:kct <wu.:h an~ wtll domHt-"I C' ower rhc oldcr u rtull ,wlld tn l ar!C'phon<' 11ctwnrk 

, ,an .tnJ "beang J cbJ ted . No onc. howevrr. <.an dcn v ahar p.ackct ;Wllt.han!-: tC'Lhnolu!:Q' " 

tlllfHovang b>ter than circuit swnching tcc..hnology. At.t.ord lng to Pcrcr ~cvuk .. 111 .in.t.ly>t 

w11h Northcas• Cunsul11 ng ServiCes, circuli <wuchtng tcd tnnlo!-:ll"\ .rc duuhl111f: 1hc11 

peri<Hnt.t nLcllf>St ratio every 80 mo nth,. while pa,kct ' t11tl1111~ rn hnolu!-:lr' ,(.,uhlr aht, 

1,1(111 cvc·n ~() 11\0 i llh , lU C'~liUfl~ f M \..kt .. C \WI h . hil t~ I C"t.. fttlo)o)<ll'\ ,If(' 11 1\IHOV UI~ IIHh. h l .l.\t C' I 

1h.111 , " ' "" \WII <.hlltg le<hnulogte~ . I h.tt hu!-:c ll tl provC"mcllt dal k trllu· . '·' "' '>t·vu k. 
"gu.u.antcc' the tn umph ol pd<.:kt't SWII<.hang." 

"We're witnessing 
a fundamentll 
technologkal shift -
as Important as the shift 
from the telegraph to the 
telephone or from the 
malnhme to the PC. 
IP enjoys an enormous 
cost advantage over the 
100-year-old circutt 
switched networks." 

l.u nC"'' l ) t r1 t'A'r 
I I" I 1"1 i fJrruti.f''ll 
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11IP is the most serious 
technical challenge 
to the ubiquitous 
phone technology, now 
well into its second 
century." 

Wall Srrccl Journ.>l 
/tmuary .!fl. I 'J'JH 

Market largely Untapped 
Altho ugh there arc constr:unt~. pnru.m lv with rnlorm.Ht<lll that " 1 11 111 11~ \Cmitrvc ... 'uch ·' ' 

high-q u ality voice and rcal-umc video, the marnrit y of anlo n na!lon ll .lll>llllllrd hv 

corporations today - mcluding faxes. tbta. dudau ~nJ vadco lib "rnu 11r11tl ' · ' '11uhle ti1r 

packet swi tch rransmission. 

However, if you add up all of the m.lrkl't> urrrcndy .tddrcsscd h v the lnt erurt provrden 

data scrvtccs. lmernet an.c:.s.~ ur II' telephony dnd I I' vut ualprav.u r nctwnrk, \'c>ta 'll land 

that the total rcpre,c nts abo u t $4 1 hrllton. In, rh.u t I 0 percent of dtc .av.11l.ahlc gluh.cl 

market today. The rrally ' ' gruhc...Jnt ru.u·kct " lor hr~h-clu.alu v. \CUll<' " " lldH·d rdr plw11v 

and f:u. whid1 il not .:urrendy .~ddrr"cd hv cx"t an~ II' n etwork,, .1nd dt.Jt .JII tolflll \ 10 well 

o ver $'i40 h illiun. Thl\ i> the nwka·t I rvd I p l.1m to .~ddrr\\ 

R1pid D1t1 Growth Overtakes Voice 
T he traditio nal telephone n crwurk.1 ' "llu>e d1c ' "me fund.Jm r rll.d tcc IHaolo~y rh.11 ""·" 

developed at the rurn of the c..cm u ry. prim arily to handle voat.c tratlr, f;,day. vn oct· ".1 

diminishing percentage of communrc lll<lfl> traffit b we ~re wa111r~ut~ 11111c h , h.ar[l<'r ~rowt h 

in data and Fax transmission. In fau. W<' lxlteve th;;u eventuall y vo1c c 111J\' hr n tlered 

witho u t usage b ased charges .u part of basac coman unic u1n n' ·' " <'"· "' nu1d1 1 he ,.~me w a 1 

.u e-mail is part of h.uac ln[ernct attc~' 

Moreover. there as not only .1 funcldmcmJI ~hrfr in tc:.:h nolo gy. h u1 .L, .1 IC'c cnl .u11d e 111 d11· 

WALl STRI!I!T JOURNAL n utc:d. the Indust ry 1.\ .IIMI \CCIIl); .1 "fu nd.Jflll' lll .lf , fufr 111 III VI"\IIII<'fll \ .. 

.IS demand fo r hagh-spccJ data lrarumL\.\Ion .1nd ~uc.-.., w the lntcnwr lfh n·.ur "( .arflt'l\ ' " ' " 

as AT&T and the Bdb m ust upgrade theu nc1work.' 10 handle hoonung lnac1nc1 lr.aflt, .tlung 

with 1raditional voice phone t.alls." noted dte .lrttdt·. wlud 1 W IHIIIUt'd 

"Thr u U.rommunica11om mdwtry dorm/ har•r ,, lotojttrl/r lntrrllrt tm//tt u X"'"''".f. 

I JK)()% a yrar '""' d.Jra trajjit ()fi('T thr """'' ' lft'/II 'Urk u rloubllll.fl. '"""'·'"~· l ;,,, ,. 0 otlltn.~. 
by contrast , /J o :pandmg ar a Imglr dtgu rarr. 'I Jar a 1111ll arrount Jor morr rh,m 'J'illn nj rhr 

traffic on rhr publtr nt!twork by rlu y rar .!005. and rim " ''" Jorcr p,/JI,, , 11rT1rn w adopt ,, 

n~ arrhuururr for hand/me( vmrr. datu .Jnr/ /1/dro rmwmm wn. ' ""' I hr~>topl•rr \fl.\ . 

1m ,malyu ar l.owrn Cr Co. "1 

Because the new lc<.hnoloK)' rnake> muc.:h more .. tliuent II '><' o f d te ar." " " """'" pr pr In 

fillingu anJ rn ovtlll:( fll d5.\IVC' .amutlfll' ul lfllurn l.lll< •n IJ\IC' t. II' rn hnulo~\'" hC'II ef .ahl t· '" 

add res' th, g rowrng d emand fo r L:ip.Ju ty A., "'h wuC' c 11111Jl.l fll n , un1111uc Ill d ev<'lop rno rC' 

\Of'III> IICal<~d <nfrwarC' .1ppl1 l JII<>m. rhc llC'C'J fur I>.Jnol\\hllh Jnd ' " "'" d lac lefl' •rrwnrb wdl 

o n ly rnucasc. 

Economics Drive Change To New TtQ'mology 
T h e' \lll~le. ovcrratlin~; fore<' d 1.11 wall flliiVC' al1r ""' ' ''')\ '" r •· " " , .. ' ' I ""1"1'·' " ' lf"l'lr 

et.clflllf111LS. !'he elliucnues m.Jtle pt>..slhlr lw dar u11Jr \hlf1>( I I' arch.,.,f, ,1 Jrc· " ' ");"'"'·"" · 

1ha1 1he cos t irn plic.uions arc: cnorrnom And 11rrfurahlc 



fur c:-xamplc: Today. our analysis of network co~rs shows that if you want 10 movr the 

Jmoum of information on J CD ROM - approximately thr .:orllc:-nt., of Jn eighr vulumc:­

cn<ydopedia \et from New York 10 Los Angeles. it wi ll c.:ost J l :HfiC'I .approxlm~tely sr 
•>Vel •• iradi tinn:J phone network. Over an rr network. ir will W>l a .::uncr approxirmudy $2 

'X-'11h dtJt k1nd of lower network .:ost ~tructure. Level 3 believe< 11 wdl bc:- 111 Jn exccllen r 

pm11 1on to otlcr customers significant <avings over its l P network . 

. '-.~orcovcr, we bdieve the marked difference in cost> I> likely 10 w1d('n even further J> II' 

t~chnulog1c' .:onunue to improve fasrc:-r than the ahernauvcs. hc:-cau~ most cntreprenc:-un.tl 

..t ln11 .111d <Jpual i, hc:-mg focused on II' tedano lot;le' A~ J result . ll' nc:-1worb Jrr lrli(HOVIII!' 

n1111 h I:J\Icr than thc:- older. legacy telephone networks. In our opiniOn, newc:-r II' network, 

.li e gnm~ to displarc the traditional telephoue uetwurk tedmoluiD' over 11111r. hnJII~C' II' " 

'1mplv d 1t<tper .111d improving more qu.ddy. Traditional nerwork.,, err.unly w1ll nn1 

d l>:tppc.u Jnyurne >OOn, hut we believe the real >tockholder value w1ll ht- crearcd hr rhm<· 

whn ~mhra< c and ~apital ize on 1he fundamenta l dl<~ngc rha1 "<K<:IIrnng. 

Th.u " rhe power of th(' newer technology. However, no one h.as yc1 h111lt J nJIIUJul 

• llllllllUnlcations network using the new IP technology end-w -end. !'here·, J real 

nppnrrunuy. for the rhc lirsr time. to build a whole network optimized 10 lntcrnel Protocol 

.11mcd .11 husiness. No one today has such a network. 

1'11.11 1, the upportuniry. 

level 3 Well Positioned 
Wt· hdicve Level 3 is exceptionally well positioned tv capitalize on th~> hrstOnc opportunity. 

A1 1f11s poim in time, we have sufficient capital and experience to build J ncw network ~1111; 

the new tccJ.nology while, at rhc same time. not being saddled wit h .1 massive invest men I 111 

tht· nld 1cochnolob'Y· Whde mhc:-r t.arnc:-r> w1ll have to develop thc:-ir own <trateg1e., lw 

mJnJgmg their legacy networ~ 111 thc facc of the changu•g technology. L..-vd j h ... , ..111 

cxtr.l<lrdinary opportuniry to begin with a "bbnk canv.Js" - to build II> nr1work lrom the 

ground up usin~ the new technology. 

\\ ',. h.&vt· d >t· •..IJIIt .ll 10 do It .IJIJ'III>I III.IIr ly Iolii hdlu>n doll.1" 111 , ,~,h In """l.lllii.Jih· 

pre-lund the budd u•g uf our init ial u.~ . .Hh.l European IICtworks. w,. h.IV(' ·' \I!J>Oiln l 

m.IIIJ~<"mcnt team that has as much expcnencc as any 111 the Industry 111 huddmg ..~dvan..:cd 

hhn n.-rwork i nfra,~ruuurc in large ~i11cs . .1cru" the:- U.\ . .111d intnn.111nnJ IIv And. wr h;~v<" 

r( ,. ".,;ul.llnl Y O fl<' ll<' lll C th..11 III..III V ol nul tc:trn rucrnhr n olr vrlnpr.J 111 lu·lp1111\ 101 upr n dw 

'' " ,J! ldephollc lll.lrkcl IU U>IIIJ>Cti!IOIII. 

l evel 3's Plan To Capitalize On The Opportunity 
\X-'c h.1vr I ..~1J 0111 our strategrc plan and we Jrc:- Jl rc:-.HI)' 111ov1n~ forward. 'lilt- h.1vc:- .llliiUIInt rd 

dur W (' Will huild the tirst national I r llctwork - the tir\1 UlllllliiiiiiC:ttlom nrlwork I • ll " 

d1t· 11e w rcd111ulogy end-to-end. cuml111ung loul and long JJ>IJII•<' 'crv 1~c We:- pl.w ro hud,f 

loX<~.! r11.:rwur~ 111 mo re thm SO a 11es JLro~ the United States. wlm.h we plan 10 lnteru 11111cu 

"level 3 seems to be 
a player to watch. 
'It has an opportunity 
to be quite disruptive 
In the Industry,' 
says Ma,. Bruneau 
of the consultin& 
finn Renaissance 
Wortcf\liide. 'It's a dream 
team with a dream 
networtl and a killer 
business plan . .. ' " 

l i \ A ( ; ,J.~ 
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f-ur example: ' IOday. our analysts nf network <.<Hts show~ th.u 1f y11u want to muvC' dw 

.1mnunt of information on a CD ROM - .1pproximatcly thC' u Jntenrs of an c1ghr volume 

encyclopedia set - from New York 10 Los Angc:les, it wtll ~..ost a earner AppruxtmJtcly $2-

nvcr a trndition.tl phone nerwork. Over an II' ncrwork. it will cmr .1 .:arner apprnxunarcly $2. 

\'('ith th.u k1nd of lower nerwork .:ost ,c rucrurc. l.cvd ·' bcltC'vn 11 wtll hC' 111 .111 cx.dlcnr 

pm111on ro o tTer customers significanr savmgs over irs IP ncrwnrk. 

Moreover, we bc:licve the rn;rrked ditferencc in cm rs is likdy 111 wtdrn even furrhct .1} I P 

rcchnologte.~ conrmuc to unprove faster rh.111 rhe Jhern.ruvn. hnJuse mo.\1 cnrrcprencun.~l 

etli•rt and capual is hcing focused on IP technologies. A, .1 rc>ult . II' nctworb J rc unprm'lll): 

much lir.~tcr than the older. legacy tc:lephone ncrworb. In uur opuuon. newer II' ncrworb 

.If~ J-'111111-( 1<1 displace the rraditional tc:lcphone nerwork tcd uwlo!O' uvrr IIIIIC'. hn Jmc II' " 

' 'mply cheaper .md imJ>roving mor1.. qu ickly. Tradiuun.1l twtwllrk> 1 C'lt.unly wtll 11111 

Jisapprar anytime soon. hut we bdicve the real >tockl10lder v.1luc wtll Ll<' crC'ated hy thmr 

who embrace and capitaliu- on the fundamemal ch.mge that ,, uuurrtn~ 

Th.11 j, rhc power o f rhC' newer techn11lo~y. However. no unr h.r, vet huih a n.tllnnJI 

' " lllllHIIIIGlltons network U}:ag the new II' rcchnology ct .J 111 C'nd . l'hC'tr'• .1 rC'.tl 

upportunuv. fo r the the first time. to butld ,, whole nrrwork opC111117.cd 10 lntcrnrt l'ru ruu>l 

.umed Jt husincss. No one roday has such a nerwork . 

1'l1.1t " rhc opponumry. 

Level 3 Well Positioned 
Wr: hclicvc Level J is except ionally well pos1110ncd ro capualru- on rim lmtom uppurtunuv 

Ar rh1, pt>~nr 1n time. we have sufli c1rnt cap1tal and cxpcncncc to hutltl .1 nC'w nrtwork u.\1111-( 

the nrw :cchnology while, at the same time. not hem~ ~addled wuh J masstvr 1nve>trnr n1 m 

the uld technology. While other carriers wdl have to dc:-vr:lop thr u own ~trarc~lr:~ fur 

m.oll.l!-(111): rhcir legacy ncrwnrb 111 rhe !au· of rl~t· < h.1ngu1g l<'l hno logv. l .cvd I h., .ut 

l'XIranrdtnarv upportunu y to hcgin wuh a "hiJnk < ;~n v.u" - to hutld ''' network lrom d tr 

ground up u~mg the new rechnology. 

W e h.1ve rht" Lapital to do it -· .1pproximatcly four billion dollars 111 ~.c;h 10 \ulm.lntJJIIy 

I''~' lund rlw h111ldu1fl, uf our in11 1.1l U.S . . 111d Europan network.> Wt· h.ovr .o '"·"""n! 
lll.ul.l):t'llll'lll 1<'.1 111 thJt !..1~ .1.\ ntulh cxpene11o e J> J tl)' 111 dtt' utdu,tn 111 loudd111~ JdvJnu·d 

tilo.-r ncrwork int'ra>truuure m large uues. acroS} the U.). Jnd 11111"!11AIIorully. And. wr hJvr 

rh,· rcgularorv cxpcncncc thar m.w v of our team mt·mlxr' Jrvdu11<'J 111 hclplllfl, tu uprn rhr 
f.,, .d ld<·plwnr 111.1rkcr 111 o.:nmp<"tillnn 

Levell's Plan To Capitalize On The Opportunity 
\X'c hJvc l.11d our our stratc:g.ic plan and we o~rc:- Jlrc.;d)' moVUifl, f<uw .1rd. We hav~ .uonuun ,f 

oh.11 we wdl hudd the first national IP ncrwurk - d1c fir,r uorn murucauons nctwu k •· "" 

du· II<'W le'-hnolofl,y end-to-end . combining lo>< Jl .110d lunfl, dl\t~lll<' \CIVIl<'. We pl•n '" h111lo! 

lo,.tl network.. 111 more dun SO u 11cs acro55 rhe t ;rured 'ordrr.\, wlu, h wr plan ru lllte!lurulnl 

"Level 3 seems to be 
a player to watch. 
•tt hat an opportunity 
to be quite disruptive 
In the industry,' 
says Mart Bruneau 
of the consulting 
finn Renaissance 
Woridwide. 'It's a dream 
team with a dream 
network and a killer 
business plan .. . ' " 

I 1\1\ 1.-!.­
:ipro/ I /'1'111 
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"Level 3's success could 
lead to applications 
that help companies 
make many of their vital 
legacy apps available 
to employees and 
business parb1ers at 
costs dramatically 
lower than today's." 

lntnrrnJIIun Wee~ 
j,u,,,lr, I 'J JlJ<J8 

wuh J I ) ,000 nule long •'!stance nerwork . lnua.tl Lonsa rudaon ul thc flet work 111 dar l•al(e' ' 

I 'i l.lliCS as expected to be complered in the fir" Jnd \Cl.Ond lJUUter ut I ')')'1. wuh ph.L\<"d 

completion of the rem.unmg U.~. cn fr.ut rut ture oaurrcng by 2001 At d te end ul rhc tir)c 

quarter of 199t!. we h~d )C..:ured more than lulf of the nctessary anr ercu y n~lll, ol WJ V h.HI 

filed .tpp!ications ffH w lloc uron for S6 cent ral office, en rhe,c t iran. h.td II<'I(Ufl wmrnti.IHHI 

en 'i l ot these cenrral olliccs and h.td mua:ued cnrerutnnn raon ncgotc.trHtrl\ wuh r .tda ccl 

rhc Bcll Co mpanae' 

Addillonally. we plan ro expand anrcrrullnn.cllv ru .tnurhcr 1- ulln Jnd an rcll ccnnrl.l I I kn• 

tinJnLcal ccnter\ wuh .1 3.000 nulc p.tn-E.urop<·:tn ncrwurk ( C.,.r map nn /'llfl/ I I 

We hJve • number of key ad v:cntage' over dae ll.tdllcon.ll l JIIIel\ rhJr .u r hry,an11111 t<: re~ .lcplo\ 

the llC"W teJ1nolo!O' and who .trr . 111 fau . l.t ve11ng II' ncrwork' on cnp nl rhc r XI\1111): nrrwcHk_, , 

nor <.re.mng ncw networks frum rhe grouml up 

We dnn't hJvr dared, legacy nerwo rlu .tnd anlrbllli<IUrc wuh ccucmutkd ""' '" "' 'Ill"' •nd rhc 

large work torte necc:nary rn 111~1nUm rhcm \X.'c <Jil P'""'e ""' obJnllve' wllhcHII chr I1J~.1~e 

th:u so many othca cump;uuc! 111 rclccummunac.tllol" M e \:.tddlcd w11h \X.'r JIC lrcr tu r.1clur 

t"Vcry aspect of our comp3ny and lt5 ohJCliiVC\ preu.•clv to rhr J cnu r1ch col 1111\ nrw cnclll\II V. 

\crvcng our cn vnror' h1• ~.onc.enrr-11111~ on rhc devclupanenr .tnd ~ppi11.JIIC >II , f 11rrwcork ·'""" 

whose t"Venrual valur. we hd:t"Vc, wclll.tr c>UIM11p che lllV<"\IIIlcnl> ""' e\\JI\ '" , rrJir them 

Additionally. we h.1ve l.Orne up with .1 de"t<:" chat Ani iCcpare~ Jnd cmhr.tce' thr ~<lcJ rh.tl rite 

rapid pace of rechnolu~u:al .1dv~nc.n well w nunue We arc descgnanl( .111d hucldutt<: cour 

intercity fiber opuc nerwnrk wcng ;u lcii.SI sc1 tu ecght c.onducu Thr> ,:"r' " ' ltvc ru ,c,en 

umcs as ma.ny open or 'pa.rc conduiu a! .1nyone clse 111 the andustrv l11 I.e. r. mcl\1 rrlepitcllt<' 

w mpanics have no spares ar all. Tl11.s contcnuc1m h• upgrade.tble nerwurk wclllw '.tp.thle c>f 

evol vcn~ as rcchnolu~y changn .1nd cusromcr clem.1nd mue.l!e~ I \rr f"J.f.r I fl J 

O ur pl.1n 1 ~ ~mbiiiC>U,, but h ucldang \uc.h J ncrwe~rk """' 11rw '" '" '-'t' it.11 ,, " ''" "dar 

o pportunity. The new rcch nolugy. The oppo11un11y w hc rlrc frl\ r '" t.., rJd "" ' r n111 r llrcwe~rk 

from rhc ground up with rhc nt'W redmolof:_l' •ncl wcda .1 lli.UI.Ij~Cillrnr rc.un d1.11 h." rite 

cxpcricnc.c .md rr K k rnord 10 do 11 

We Are Moving Quickly 
We have r.tken a numher o f imp<nranr 1rcp' r e~ unplemcnc '"" \II .I IC):•• pl.rn ·\en" "!'· 1'/'IH 

firsr and second quJrter haghlcghlS: 

• Sa.le of Call:.ncrgy: ( )n jJ1111ary 2. Kocwll I J"-""'fcr cl . l .. " ·d rite 1.rk .. 1 11' cnc1 ~v J'~" 

to <:...JEncrg) ( ornpany loa Sl I(> hrlla .. n l'lrc J!rer 1.1~ l''"'crch "' "" IIJII\.1<11"11 "'II 
be u.sed ro lund. 111 part , rhc l.cvcl ~ hu,lllC» pl•n 

• National l.ca•t·d Ncr work: ( Jn M.r11 lo 2 I. ciac c omp .. rw .li n ,J n > .111 Jf(ICCII H'III w1d1 

hunller ( orpw.urun unde r whcdt we well lr .. ,r , ·'I'•• II V '"' .c I'' , ,.j " ' "I''"'"" vr•r' 
on char comp•ny·, 13,000 rn rlc 11' -~.apAhlc trl : "I''" llccwe~a k ch .u " , uccrrllh l>rc ll): 

deployed. The agreemcnr w1ll J.llow Level I ' " hcg1u prm·rdutt<: ''"'v" e• '" ""'" 'r" 



Cll>I<Hnc:r~ in as m any as I S l lllc:, , while we budd our own nee work o n co wlu, h wr " til 

nu~,:uc c cxcsting cwtomer~ uvcr cimr 

• Separation of Compa.nie.•: ( ln M.~rd1 ,} I. the pl~nncd '<"I'JIJilnll o l du· l 0111\1 "" """ 

(;roup of Pete-r K1c-Wt1 ~om' . 111, w;u , "m:·irtc-d 

• Common Stock Listed on N:udaq: t ln t\pnl I . Le-vel r, , " mnmn ' '"' ~ h.-~.111 n .,,!tng 

o n Tht· N.l.)<hl<l :'-lanon al M.1rkc1 under chc symbol LVI I 

• Right, · of-Way Agncment: nn Apnl 2. I cvcl I .u11wunl cd .ut ·•~ rccmrnc wtt h l ' n1"" 

l'aC~ti..: R.ulroad. gr-~nung Level.\ .IU:e>!i co 11~hc , nt "'·"' .d.m~ ·.xoo nulc, •II l 1n1un 

I'~..:Jti, \ ro utes west of the- Mi.s.si.s.sippc 

• Acquisitio n of Data 8aK 'li::chnologies: ( ln Apnl 11. lrvcl \', "chs~<la~rv. 1'"-.'1 ~nc•·n" 

l ncq~r.1110n (I'KS-SI). announced the .KljU'"""n of lhc.1h.1<r lct hnolol(ll'' l'hr ,!Juh" 'r 

cxpcn"c ot Database Tc:chnolo~IC.< . <v mhcncd wcdt l'k.:-. \I' llll <'ffl .ll<"nJI rc, our•c' 

.utd <y<tc-m' uuegration capah1hrv. ' rc.ue. .1n orl(.llll/.lllol l dt.tt " p.u '" ul"r :v wdl 

•jlJJhlicd to ' crvr <llfJ>Ofallons' rap1dly c:xparulllll( dJc.lh.i ' <' .111J 1nlorm~non.1l w \lrcm 

need>. Lcvcl \ W\tc:ms uuc:gra11011 skill$, to.:rthrc wuh ouc pl.1nnc:d II' ncc wo rb . " dl 

.11low chc- ..:ompany w o lfcr J full ran~r ol ' ervltC"\ to bu~llle'·''"' '<'l'kttt~ 111 nu •vr 

.•pph<Jitom from older. lq~Jl\' d.IIJ nccwu rks w rnorc ctliuem II' h.1.\Cd nccwurk. 

• XCOM Merger: O n April .U . Level 3 JCIIUired XCOM l c.llllolo~l<'\, J ( •• unhmlf(c . 

:'vf;u.,achwc:us hased loo.l ex~.h~n~c ;Hn<' t Jnd trlllllllllnl\ .HI•lll\ " 'l tw~rc Jcvrlnpc r 

In Addn iun 111 •niTw;uc: 1h.u w11l l><' useful 111 dt<' u•mp~ny\ dcvdoprn<'ur ••I " ' II' h~,ed 
rt<·cwurk. XC< )M\ luc.1l exdt~ll~<' hu.\ llte" uperAIIItg 1n Ho~ton. ~nd 111 drvclupmc-cll 

111 ,cver.1l o thc:r <:H ie~ runn111g trom Bm ton Ill Wa,lungto n , P.< · ,~IV<'' l.<"vcl I ~n 

1mpunJnt f()(llholJ 111 the- 1\:ordte:ut ( :.,rn.Juc rnJrkcc 

• ( :.tpit.J Raising: lIn Apnl .!X. Level J r~t~ed ~PJHOXInucdv $ ~ 1,111"" 111 •• ldtt h lnJI 

'·'I'"·'' through chc ' " '-'-e>>lul ... o mplecltln o f a dehc o tfe nn.: 

\'t;',dt th<:~c even!' hdunJ us. we .If<' nn tr~ck to hcf(lll ' "n''"" " " " o l " " ' 11<'1-''"'~ ,j"'"'': 
dtc th11d 'f11Jrtcr o l I')')H .utd '" l.llln , h '"' v" c hv chc end"' rh " <.~ 1.-ll. l.u • ··.u 

Addressing The Needs of Larger Businesses 

\ lUI JHIIn.Jr\' loc u., cs o n the- b u.>cne's n1.1rket. M~nv hu>1ne.s.o.c ' cud ... · h."'" cnur ntntl\ 

.arc· 1111"1• 111 t rlf a .... d .1ppla,.lllttn' ~1.un ... ha<"t anh u tuJIUHt , ,flh n ' w.utt ' ''ll'' ''c tl1rH· 

·'1'1''"·'""11 ' ""'I '" IIIICJ ncl piJIIunn• 1\uc. chc ... u mplcxll v 1> <'IIUf ll t• HI\ l'11.1r' wh, rc 

I cvd I' , u hsldi.Jry, I'K.~ lnfo rmauon Scrvu .. o (PKS J) ). w m n 1nc u pi~·· 

PJ.\\1\ ntfrr' J ran~c of .. crvH.C') uu:lutiutK '-'-unp u rcr n ll t\ullf t 111~ . '''tent ' IIH C'l(fJ IIu n .u 

\r.ll .' OCifl "'l u11o rl\ lluc, l.ri!I<JI .wJ ~eru r.tl cu l cvd I , lm\IIIC\\, l't\ \1\ ••tiel\ A unHIIIC 

·'1'1"''·" It ru W LB c11.1hhng ul legaLy sofcw•n· In clin e. l't\ ~1 '1 hd p, , orporJi lnrt < lljlf(rJdc 

lh<'ll uldn ".t'twarc '" dl.ll 

l11ccr11<'1 u·dt11olog1<''· 

11>1ng thell eXISt eng ' " lltfJU IC'r ' Y\Iellt> chcv , ,w u'c chc new 

.. level 3 and other 

riYals have the Bell 
companies 'runnlnJ 
like the devil to 
retnvent themselves,' 
says telecom analyst 
Jeffery K.pn . 
~Is, can they 
keep up wtth Crowe?" 

1\ tl \ ll i:"".\ \<'n·~ 

Apr,/'' /1)4),'1 



"The 050 program c.lls 
upon the management 
of our company to 
put their money where 
their mouth is." 

l•mn tJ ( · ruwr 
I r1 rl ; / 'rrlltlrtll 

·" "' ( Fl) 

With rlm lowe r m k . lower " "' .rppru~, h. I'K.\ 1 ~ pruvrdn .r lrronr r nd lor 11111 

.:ommunica t ions operation' l>n.ur~c . .1.~ PI\SIS\ , u,ru11rrr' 11t11vr chr rr .IJ'pl r<.III<Hl~ '" 

In ternet pi.HicHm~. rhcv will nrcd .1 network 't·rva.r pr11vrdr r 1\n au>c chr rr w.rcm> Jt <· 

WEB enabled . rile < orporat~uu , c.rn t.1kr full ·''" Jllt.ll(<" " ' chr ' "'' ll<"urfit , u tTered lw 

Level 3\ II' nerwork. 

lnnovetive Compenaetion Progrem Aligns Management and Stockholder Interests 
l.evd j bd1evo 11.s lu curr "'" <""-' ,, 111 l.u ~r pArt h." nl " " .H t t.lltlll~. horu t~ .rnd n:carrun!( 

t h e:- h1ghcsr quality empluvrr' I hL' """' hr J rrr>rnpl"hn l dnp orr .1 .,., .,~rutnl .... ;u ul\" .,j 

te<.h nulngy workers. C l<":uly. 11111 .th!lll\ 111 .lltr.llt .tnd rr t.1111 rl t<· hn r o~nd rlt(" lmKhtnt l"""l'lr 

well depend o n n ur Jhrlttv to .tpplv IIIIIIIV.rtlvr rrl ttll l rtlj( Jllll r lltupr·n~.rllun prop~"'' 

We believe rhr h <"st enr rr prrnc-rrr ' .rr r .lttr.ll ted .md rrr.rrncd lw " 'lllJ'.III I l ' ' th.rt pruvrd r rhr 

.. pporruni rv 10 bcco111<: owrwr. \Xic l>dr<·ve c rupluwe " "'"'"'' uortpr rf.,rrn empln ycn 

Enrplo y<"c-owners se<" rlun!(< Jrtl c:-rc:-ndy .1nd >t'e "l'l'" '"rr11 11n ••tfwr' 1111" rlt<"V du wh.rt 11 

rakes ro make:- rhc- hruin~ !('""'· .111J rhcy J rc nrH '~'"hnl wuh wo rl..lltl( .11 .111 "".rvr r.rgc-" 

company. f-o r tho§(' lt'.l>tlll\ wr h .r vc- d<"signc:-J tllll ' ""'1'<"11\.tlltlll .tn rl 1rw.rrJ Jlltli(IJIII\ I ll 

grve .-very le-vel ot employe-r .111 ' '1'1'"' rrrr tu y to l><"r " '"'' .111 11Wt1rr 

Inves tor> w h o Jrc:- lnokm~ tu purch~'" J ~'"" t h ' ""'!'·'"'"' ' '"' k Jrc rnt r cnrnl rr t c~rr11n._: J 

superior return un chcar anvr,tmen l. We- Jn· luu krng lur n r, li i i\T' wrrla .1 \lfl liiJr p<·l\r•ntavr 

-- indiviJu:~.h who WJnt 111 ltJvr .1 \ t.akc- rr1 t h r ar , .,,,.!'·'" ' .and 111 ' " " J'I" rlurrnan._: dH· m .u kca 

l"har ·~ why. o n the sam e JJ~ l .cvd r, U lfllffll >fl ''"'k hq~.l fl lt.lrlrn~ " " N.t\ll.lq . rlac 

company :~.nnounced the til\t .tw:trd 11! o peron' un.lc:- r " ' nr" l >utpc rlor 111 'rtn<.. k ( lpcru n 

COSO) program. Tit.- \ trike:- llll"" lor the- urr t a.al opuo rl\ .lW.If<f WJ ' hJ,rd un chr pnr col 

f..cvd r~ sto·· k 31 tit(" e-nd ,,j rhr tj, , , dJ \" ol lradtrlt( 

lJnder the plan . \tudJ toldc-1\ rccri\"C J rn.11kc r rr rr1rr1 " " rl1r rr rra vn trnr n t hd .. fl· r xn lllfV<"' 

reccave Jny return u u ch cu u p 11on ' I t·vd I ' l )'rl ) l" " !(t.l!ll , frr cc rl v Jla~n' m.an.tl(t' lllent ·, 

.tnd stockho lders" m rc rest< by lusrr1~ \ lllt.:k n p t uJn v3luc- o n the:- comp.w v·, .thai rev to 

outperform th e mark.-t rn t:rncr.al . ·' ·' mc-.a>tarc:-d lw rlw \t.rnd.rr.! & l'ronr ,! \& I' I '\00 rr1Jn 

. urrna ll y .. 1 ~tuck o p trofl ._:1\ n dw fr .,l.f,·r chr l lt(lrt ' " pu r-11.1\t' .1 , fu rr .,j , • .,, 1-. A I .I hu·d 

p rll c:- tJV<"I .1 SI)("U lied pn aoJ ol 11 nt<" I · n.l c- r rl1c I n rl I I l \1 ) pl.w . r h<· n rr , "" I'" ' ,. " 

rntkxn f rn chr prrlo ltn.Hl< C" ol \& I' '\Oil Ill c-vc-1 \ ,'' '" I.. I'""",) .. , , n"r uu tpc:-rl orrn rhc 

\I\ : I' C,()() rndrx . rlar " I'""'" lr .l\ <" " " '·'l"r I h r I )\1 I 1""1:' ·' " ' .. .11, ""d .. · nt.lll.l!(<' fl ll"flf u l 

ou t u unp.tn v cu "p u1 chcu rn ,,ne \ \.\ ' h C"Il' chC" tt rut•u th '' \X c d, ln "- du' U11 14.JUC" pt o~r JII t 

provaJc:-s J raew WJ\' tO luok Jf U >UIJ'C" fi \,II IUII .1rarf hdp, . .Jit(fl t he lf11CII"\ h ••I fli.IIIJI(<"IIIC"fll 

wuh the ' t uckholdc-1\ o t chr , ""' tu ra v 

In Conclusion 

()ua l h~llfl\Jfl . \X J irrr "" ' " ir . !..." lru rlr I"' """ ' ' " ' 

duwn>rd<". J rtd chc up\IJr " 1ll t.tkc , Jrr .,j rr~lf ·· l .<"vd I " r., 

1111 1 .1\fi\H f tl f l'" 

, o l r pJ.d"'"J'h \" ' J1
1HI C"d the 

"!(the:- urnr pruJc:-ru .app ro.rd t •>f 



\'\ ', .. 11,., t·mploy .1 succc:ss-based capital ~pending >t r:uegy in wh 1~h we d efer ·'-' m ud 1 ot <Hrr 

' i'<' lldlllf' ·'' po>..~iblc umil we get a firm order from a customer. Th1> pmhn >penJmg inl<> 

dw lu1un· when we will be able 10 ntau.h ir 10 our revenue flow. 'W'c- 111\1.111 em pty elell rt>llll\ 

r.llk' 111 Lh liu•c' .L\ we huild our nclw<>rk, bur Jnn'1 fill rhr r.l<k' wu h rxpcn\lvc C"ln tr<~lll'-' u111 d 

\\ (' h.l \'(' I 11\lt>lliC'I\ I(',Hiy f111 •CIVIlC 1111 IIIII lleiWUrk. 

l'hl\ .diiiW\ II\ W hcnl'fi1 from "silrcon CUJi l<HllKS :· hC<..:tii>C the C<!UIJHIICIII d 1.11 W(' dckr 

purch~<mg keeps im provmg m perfo rmance over u me anJ kc:cp> Jn rea>•ng 111 JHh.:e. fu .1 

re,ulr. WC' will bc able 10 upgrade the network by purchasin~-: 1hc l~es1 npu prncm al rhc 

lmvnl l""' 'hlc price. 

,x·<' "•II .d\\1 l>t· llht.rllmg muluple conduit> 111 our ncework 10 nuke 11 e.L\It'r to upgr.tJt" w II<'\\ 

!<'1 111 11111•).:\ ' " np.wd rx1M1ng .::1pan ry .. 1 mrc1 IIICf<'l>ing clcmJnd . In <"lin 1. 1>111 nc•w•uk " 1ll 

he ~l<'"f:nnl '" c-vnlvr .111J dtJnge .1.1 technology cvnlve~ .11111 " "'"IIH'I\. nC"<"<h d un!\e 

l 'hnr .1re pruJcnt ;tcp~ we arc tak1ng to lll>urc 0111 duwm1dc " pr<~ICllnl ( )ur IIJ"Ide '' 

lunucJ 1111 lv by our Jb1hry to exccu1c our \t r.uegll pl.m JnJ the Jq:rc-c t1> wlm·h we .lfc ,,J,I,· 

1" 1'<'11<'1 Lll<' d1c $ ~ ()() h ill ion rdccornmun u ... 111nn' m.lfkc-r. 

Th<' tu nJ.unental tcLhnologia l sh1f1 rhar IS rcshap1ng thc lornrn u iHLIIIun' 111J11>r rr u:><l.l\· " 

ucaung a remar!G1hlc and h istOn L oppo rtunity. We h~vc d~vdop~d .1 l>u>~ nns pl.1n Jlmcd 

>qu.treh· .11 cap iraliz111g on rh.u oppo numry. We bdicvc we luvc- rhr ngltr pb u. the ngln 

lt'.llll "'''X<"t:UIIVC5 .md rhc cap11al ru hurld .1 gro unJ hrc;tkmg <Oilllllltllh.lf lllll> ,omp.lf) v 

' I he "I'J"Hrunt ry t.s clear. We arc .1~ wcll pm utoncd ..... .1nyonc 111 rhc 1ndu, rry lo1 11 . 

The Lha llcngc for us is 10 execute our plan wdl. To m.~nagc ou r growth well Tn dcplny o ur 

c.tpiul wisel y. To Lrt',llc v.tluc I elf vou ,~, our ,w, kho ldcrs "l i1 hud1f .t 1 oru p.1nv we· ,,,n . .II 

j,,. Jll<lllll of. W(' .If(' tully t llltllllll lrd l tl •lt1111K Jll\1 d1JI .111d (lill Y ·'J'J'IC'I I.l ll' \'IIIII \li )'J'"fl 
.1 11J lrll \1 

l.uun () t lOW<' 

/ 'rt'>tdmt ,md Chtrj f _v , uttvr ( Jjfi• a 

I 9 
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A Fundamenta.ttechnological Shl Is Changing 
The Communications Industry 
lndwrry Moving rrom 100- Year Old Circuit Swit(hing 7edmoLogy 
To !VI'llwr IP (Internet ProtocoL) 7echnoLog..Y 

.. In the long run, H the 
wor1d keeps buying 
complex computer end 

stations, and H they are 

used for voice trlfftc, 
then the circuit switched 
wortd, as we know it 
today, is doomed." 

Bu,ane~~ ( ·umrnumot ioru 

Kc' '~"" 
\rptrmhrr I i)')-

A SHin AS IMPORTANT AS FROM mEGRAPH TO TELEPHONE 
OR FROM MAINFRAME TO PC 

Level 3 shaped iu srr.uq;v r" l>~tdd .111 II' h."niiH'tW•Hk lmm rhr r,wu nd " I' I><·•·'""' " ' 1 

limdamcnul ~lufr rh~r '' ""urrmr. 111 dlC· ~ulllllllllli • .H~<Ifl> ti1Ju,rrv - ,, ' h1tr ·" 11111'"' .. "" 

.L\ rh.u from thr rclt·~raph 111 ria· tclrpho11r •H I rum rhr m.u11fr.Jill<' Ill rhr pcr,un.t l 

..:ornputc:r. lr i~ .1 >htft rhJI l ,·vrl \ .utd .1 growurg nmnhc1 ul ualu,rn· nprrh hrlt<'' <' wtll 

ch.urgc <nrnmuntc.HIIHl> . 

Th:u cl1.111g<' " .1 111uvr 1111111 rhr lt.ul lll1111.tl ", lllllfl " " ' ' hcd nrtwurb rh.11 '"·r r ,lnognnl 

prunanly (;H vu~ec uHnmuru~..uoum .1nJ "lu, h h.1vr " ·n ·nl cll\tlllllrl\ wrll lor , I"'" '" 
.t .:cnlltry 111 "p.H k<'r ,w,r.IH·,t" ra·rwurk, 11\tllg II' l'hr new rn hnul••!:l' l1 1.1i..c, ,, l'"'"hlc· 

10 lll<lVC' m fmmJII<>I1 Jl .1 m u,h I"'" ' ' ""' · I"·' ·'" '~" I I' 111.1hn "" '"' dho>l'fl f " 'r " ' 
1\t'IWttl'k 1 ,IJ'.Ilii Y 

Trad1t10nal Telephone Network Uses Ctrcuit Switchmg 

CIRCUIT SWITCHING TECHNOLOGY 
The .......... of the telephone~ 

haan't diMpd for 100 ~ The ..,._ 

aystem Is 1 clrc&Mt IWitdled Mtwortl. 

T1lil tee~ dedlcMes • fixed -"' of 

CIPKlty I• "cln:ult" l fOf the etltlre dur•tlon 

of the tr-.nsmhllon. So, • telephoM call ties 

up en entire cln;ult- Of pottion of the 

~ - fo the dur•tion of the c•n. 



Simple Econordrcs Are Driving Thl 
Technological Change To Internet Protocol 
I P li:clmology Is Much Less E'<pmsil'f And Improving Nluch Faster 
Fhan Ti-aditonrzl Phone Network Tixhnology 

••Level 3's approach -
running all traffic over a 
single netwof't( is easier, 
cheaper, and quicker to 
manage and upgrade." 

lntormJtll) l\ Week 
f.lltt,,,r, I 11, /9'JR 

( lvc-r IIIII<'. II' 11<'1\'"'"' Jr r gu1 11~ 111 d i'J'I.H r rhc 1r.r.l1111111.1! 1d cplw11r 11<"1\\ ork hn.ll1'<' rhn 

.Jrl' >Impl y drc.tpr r ~nd h<'<..ll1\<" II' l<'ch n,,J,~)' 1' I II I JII """~ lll••r<· 'I"" k!l II' h,t,cd 

11 C"I\\1ork.:. .IIC It·~ c:xpcll \ lVt' tot..Liv lur nun IU1\111g \ ( 'fl\IIIVC" tl\ltt1!1UthHl \til l1 ·' ' d .1t.1 , ., 

fax. wluJr togcrlrcr rrprt"\clll nr .rrh ~ c, prr« ·rlf o l 111.!.n ' llll\111!"\\ • •ll lllllll lll<.lll" " ' 

For cx.unplc. lor .1 pruv1 drr \\ll h hcllh locrl .r11d Inn)': .l ,\1 .111«' 1.1, rlrrr.·, ' " Ill"" ' .1 h'l() mq~.rhrr 

CIJ ROM wo rth uf lnl;>rn Lrll llll ''"'" :-.lrw York 1o J..,, r\ 11~rln •rlrc <"'(111v.rk ll l n l rhr 

tontt:nt> of c1ghc cn,vtlopn lr.l vulrunnJ olVC'I rhr rr.r.!llloll.•lp11hlr, \Wih hnl :rlq •hu11r 

ncrwurl fi''\T~ l wuu iJ " "' rl11· l''"v1dcr .rppmx11n.uch '/..' " Oil 

llow<'VC'r. co rnovt·rhe \3111 C .lllltllllll olrnlorrn.II HllliiVt'l .111 II' nrc""'k """'" " " ' ' ""' '"" 
prm .J er dhouc ~.!f)() l'lr"" rh<' lull,l.tmccHJI u ) \1 ,Jrtlrr<'lh<' " ' .rd v .rr~c.r~·· cll.IC II' C: ll l"" 

coJ.rr. T h:u JitTcrcnLc ,hould ~ruw .wcr 11mc h C'c3l1\C II' ,,., '"'"'"~~ " rdv.lll• lllf: "' mudr 

more rap1Jiy clr.rn rr.llllfrorr.rlrd <'phunc ,,.,h n"l"~~· 

Packet Switchm~ Costs less 

S PwCO 110M 
1150-1 

Cost Of Moving Information 
From New York To london 

$30 
~ - Ltltnd ' $27.08 

25 
I ~ PS TN - Public Swltc:llecl T eleplloM Netwcwl< 

, • IP - lnttmel Protocol Networ'A 

20 
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IP PSTN 



• 
Packet Switch1n~ lrn11rov•n~ f .Ht t·r 

10,000,000 

1,000,000 

100,000 

10,000 

1,000 

100 

0 I 

1980 

Rate of Improvement 

~~~~Jut oWitr iJrJ hoi IN' 11 nrtu J, )/rt"prt rrrft~rm.INt f' • 1't/ 

, 11n v than , tn 1111 t U•IUiu·l f/,,. '""!''' rmpnn,.,.,u ,,t 

,.,,u of Jwud,rtlllfiJ prr 1f"1 n111l f't'l daU"" 1 ' '.t!fl/lt41ttl 

!1~t·rrjort'.jlltt4 1f •ll'lll ,,,.r/ uttl41(}r/r, tl.rr t ,.,..,.f,~·rly 

to br baud upmr p.u·lrm 

1985 1990 1995 

PACK£f SWITCHING TECHNOLOGIES IMPROVING FASTER T1tAN 
CIRCUIT SWITCHING 

• 

2000 

\ , '·" ' " ·" ' ' ' umkf\IJnd rh~ rJrr ul on·provc-mr nr of PJ' kc-1 ,v. ord un!: rr . hnulul'rn vrr" ' ' 

• 11•1111 \\\ 'llcfllll j( l c~hnufugll"\ I> Ill IIIC",l\IIIC" !lor III II(" IC"cJIIII C"d Ill olutthfc- rhr J'<"lloOIIIIJfll ("/ \fl\1 

o.tt oooh wordwd htt~/,nund/duiiJr ) lu ' ""'JIIIICI .1"1'' · rhr c-qu rv.alrru "" '" , j, ,. ,ltJn n 'rl\ 

I .''\ 111111Uil\ r h" I \ ~nuwn J \ ,\11, ,..,rr· , I ~1\.\ , Jlt C' f { ltHdun 1\ ttHI ((' , ,, ,f ,., rhc lt l tlfld("'l\ ,If lnrd 

( '" 1111 , v. ttdun)( rc-chnologrcs duuhlc rhc-u pcrfo rm.lrh.:d<.o>l rJ!Itl C'\ rrv ·HI'" Hll rnun rh, 

tk pnodrng upon rhc spc<..rfi c narurc of rhc- ' wuch Th.u 's omprC'\ \IY<" u1111f '"" . ''"""~' d,.r 

p.h"- r c \Witl hin~ tc:chnnlu~IC'\ duuhlc cht·u J)("flurrn .lfhC"Il o \ t r .111n f""Vrn I O 111 .' II rt11 •nd" 

\)'l l ll rh r f.l ll~~r 1\ ~ ft.pt~ndC'Ilt UJ~'IllhC' \ p c-l dh n .HUH' JnJ .1pplh .111u 11 •1f J'·h~C" I \ \o\ lh h t'\ 

I h.--~ ,u~crrnK drtlcrcnco 111 rare of tmprovcmcnr Jrc dcpeucd rn the- ~rJph Ji• wr l11c "rr,,.·r 

rhc- , lope-. rhc more raptd rhc r.uc vf rmprovcmcnr 111 dec rcdmul<~ec' prrlorriUII•~ " " ' '·" '" A11.! 

J \ (CC'J>rf r:nprnYC'J llC'fH r.H c '' rn n rc rn lport.Htl tu dh'" lun~ trr111 \ lh lC"\\ 111 J '" ' " lunJ: 1 14t. h nulu~\ 

"''"II \ !llll r.d pc·rtorr u.llhf4 l" '' rrl.u rvt'lltll\ ~,. , u uprtrn~ tc(. hnulu~IC\ 

"The Internet Is doubling 
In traffic nery five to 

10 months, dependlnc 
on whose statistics you 
believe. Only packet 

switched technologies, 
which double in 
perfonnance/cost every 
10 months, have a 

chance of keeping up ... 

This steep rate of 
Improvement Is 
signlflcant •.• and it 
guarantees the triumph 

of packet switching." 

l•rrrr '\rh 1~ . \n.JI\\t 

I\ o\IIU'\\ I Hllllllll llh ,Hioll\\ 

l{nlf'\0. 

, , ptr"'h"' I •J•J-



Level 3 Is Buildil The First • 
National Communications Network Using 
Internet Technology End-to-End 



Level 3 Is Builclil The First • 
National Communications Network Using 
Internet Technology End-to-End 
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CGMPMY PLANS TO BUILD INTERNATIONAL NETWORM CONNECTING 
ICEY FW.NCIAL CENTERS 

~~~~ii,::~ .... 11 .. 111~1- ...... tot' '"Ef Fill tl 17 irtctrntt'onJA financial cent.n. City 

--~-r..- ~--.-...e wtth a l.~ ... ~~• networt. Plans also call fOf 



CGMPANY PUNS TO BUILD INitRNATIONAL NETWORI( CONNECTING 
lEY FWJCIAL CENTERS 



Levell's Multi.!onduit Network lhesigned 
To Be Continuously Upgradeable 
.Vr'!Tuork Can Ft•ol/le As 7erhnoiogy C'hangrs And Customer Drma11d For Capttci~J' l nm'tHn 

Uvcl j rc~o~n11cs that the "r1cwr,r " rrduwloKIC' w.l.1y wrll he- rcpiJtrd In nrn nrwcr nnn 

tomorrow. Recau~e Level 3 i) .1 u'c' of rhc·sr tcdllh>ln~r.-,, 11 w.u11' '" r ll, urr rh.11 11 '' .rhl.- '" 

d1;mge .tlld .tdJpl .IS rhe tcd111olu!O' ~h~11gc' Jn.l .rdJflt' h11 rh" rr ."on. I r"·l \ "d<"tgntng .1 

network rh.n "<.Oilllllllou'ly upgr.rdc.rhl,· llrr phy\lt .ll lllfr.r\lnll rurr "' rhr rrt·twork wrll 

111d udc 111 \t.&ll.illntl c•l ' 'X to crghr ' "".! '"" · "nly o11r uf wl11, h wrll rn11r..! l, h.rvr hhrr 

runnmg rhrou~h 11 . wlu lr rhr rn r wrll hr crnprv J"Ju," hvt· ''' 'rvr n ''"' "' ·" " '""' '" "' t'J tr · 

conduil) ·" nwsr rr~d11wn.•l rrlephonr ' nlllJHtun . whll h 1Vf" ' .rJI, h.r'<" • '"'!(lr flhrr " f'" ' 
cahlc "dr rn r huncd" or 111 J u H1du11 

lcchnulocy 1> adapting Jnd ' hJngrng raprdly tihc-r '' rut\\ 111 "' rlwd gc-nr r.Hh>tl rill\ 
decade. J'l11s SalllC fa..\l •f>,lLCd l'VIIiiiiiOil WIJi ll lll(ltli iC" Ill O U III , .111d hi' i.&VIII ).! .1 llll tfrl llllllflll l 

network. Level .i will be Jblc ' " J.i.tpt '" rh.-,.- n.-w dlJil!(<'' '" grvc- , ' "'"'" ~"" quJIHv 

,·onnecuons :u lower '"~" w11hour renwvrng ,,JJ til>ct or d '' '"J'Itll ).! ,,." '"' 

l.cvd .~ is rakrn~ rl11s same-. upw.ujcJhlc .IJ'J''"·'' h '" rhr dr\l,.:n ••I " ' '"''" " '" r lr<ll""''' 
.1 110 10 liS m ltwMC aUIUII l.I IIOII )Y)(!"Ill> 

l Pvt•l 3'., Um:r.uleable f1ber Nt-twork -

..... 3 .............. IIIUitiple CCMIIhllb 
111 Ita .,.,.._ .... Mtwortl. Six to e1attt 
11/4" COI!dlllb ..... .,....... ......... 

Aller • theft lte iftltWir drawt~ tllnMch 
only OM of Hie COIIII•Ita, INYiq the otllen 
hw fubn •• ,........ Of ott. ...... 

Conduits are left empty fOJ latar 

deplo,_nt aiMf axpanalon. 

11/4" Conduit 

Other f1ber Networks ~ 

Most t.lapho11a eo.,..,.. U.. no apare 

eoadulta, Of tiNy U.. a .._.. apara, therabr 
IUidnc It dlflk:tllt to upend at c.m-.r denulnd 
and tacllnoloiY chanpa, wlttlout U.. company 

havlna to lay - COIIII•It. 



FIBER TECHNOLOGY CONllNUES TO IMPROVE, INCREASING CAPACITY 

\'Chm < :lt.trln 1-.:.ICJ .mJ ( .corgc I fut kharn fir': tiJcni iH'.Irhr 11\t' "1 1\1.'" lihrr .. , .1 

lrlt·, u iiHnunKal loll\ .:undun in I')(,(,, da:r .tsscrtcd d .at "c11ornwu, " .untJUilll of 

1nlw m.11 1un ,L\ many as 600 ' unuhancOul phmw t.tll ' - <ould ht· rran sm tttcd .tnd 

1n ctvnf .11 .1 t!L\I.Inu· of more rh.m onc·quartrr ul .1 nult· 1·.1111.1'11' .11 1hr 11111<'. tht'lr 

t'\ll lll.lll"\ rvc11 IU.1llv provcd 100 ulll)Crvai ii'C' h v lll<HC' :h.111 1wo o 1dr l\ ulm.t~:nlludC' 

!h I'IH'> . 'Y'rcm ' tapahlc ol transporting mPrc than H,lillfl ' Hnuh.lll<'"'" ldq>h .. nc t .tlh 

hrrwt't'll rcgcncr:uur 'talulll~ lp<itt'd 2 ) miles aparr (.t .. , p.tn") wen: gcllc1.111y .tv.u l.thlc 111 rhc 

rnarkct placc:. By 1987. a technique called Wa"dcngth I ) IVI\10 11 Muluplcxm~ (WI >M I .til• own! 

mu l11plc systeml o perating a t d ifferen t wavclen~rhs to sh.trc d1c umc ~IJ" fihC't ·,1).111 . .. . on.! 

douhkJ capacuy o n somc estabhshcJ routes. 

Hy I 'J'! 'i. I k m c \XI.1vdcn~tlt Div1>1un Muluplcxmg (I >WI lM ). tc.uurd w 11 h new lughrr 

' l'<"nl dnrronlt 1c:rrn onal' pmhcd 1hr c.tp.tutv limn to ,1 1~htlv hC'I'"I"i I (ot/,OIHl 

Sllllltlrancuus telephone , .tll, o n lo11gcr ",pall\" of ahmll \I) nulc' 

A11J IICJW, ac tive fiber .unphficr lcdlllology. omprovcd tibet .md furrhc1 .od v.tll tC\ 111 I)\).,' ( ll\1 

1cdu uqucs will he cornbmcd bv l.evd j 111 .1 ncrwork 111 w h ich onc \lr.uod ol tihrr .II IOU I 

th<' diameter of .1 h u m an han can ca rry thc cqu iva lcm ul rnorc th.111 4 nulho11 

' "'""L•n cou' rdr phonc t:.11l~ Jlong spans of up tn .P O nulcs. Th" i, morc 1h.1n (,,000 llntt·, 

dt<· ' ·' )'JUlY .111d nrarly 1.'>00 ruttc' 1hc ' PJ'I J1>t.1nu· dt.,ontn! lw K.t<> And llotklunt 

Till' fibe r Level 3 will deploy is J new produu thai cnt" Y' .1 I 0 pcru~nl .tdvantJg<· 111 

t.lp.l t: iry and/or span d istance over strn ilarly priced a.lrcruativcs. 

THE FIBER OPTIC STRAND 
T1le bask deslcn of 1 lifllle op&.l filler has 

dlupd little Iince tiM late 1970.. A fiber 

stralld Ia •bout .0024 lndlea Ill di~Miter, about 

tiN wtdttt of 1 hllllllft IIIW. Of Ualt. 1 c:er.trat 

core •bout 112000 of 111 IM:II Ill size Ia where 

tM lllld .... ~ trnek. n.. remainder 01 

tiM fiber It protedM cllddiflc. 

"Industry obsenen say 
it Is only a matter of 
time before Internet 
Protocol-based networks 
riYII, if not supplant, 
traditional circuit 
SWitched networils for 
carrying voice traffic." 

lrunJ~ II\ C" \'('eel 

\f,u . ' ' / fl I 'i ' ffl 



Level 3 To Offer,ull Range Of Senles -
Including High-Quality Voice - Over Its IP Network 
Level 3 Will Offir Public Network Quality Voice Services Using ffJ 

"The pricing dtHerential 
will be so am onomic 
that the established 
carriers will have 
to react. These guys 
[Level 31 are really 
going to have an 
impact." Frank 
Dzrubeck, president, 
Communications 
Network Architects, Inc. 

Ncrwork World 
Jam"'? !(i. 1998 

COMPANY Wl..l CONNECT DIRECn.Y Wmt THE PUBLIC SWITCHED 
TB.EPHONE N£TWORI(, ENABUNG SEAMLESS, UBIQUITOUS SERVICE 

' l iJd;~y, " Vnitc ovc1 II'" pruvodc-r, upna1c in .o vn 1· ' ""'1." oounncr '" the· w.ov lonl' di\IJIHC 

carriers operated in ohc c.u!v d.oy' ool loon,.: dl\!.lll ll' • ""'I""I OioPn. I'""' 111 l·qu.o l Au <'" 

lmplemcnoauon. Bdorc: .1 <"""'"rr l.lll pbct· .o , ,Ill "'r' .1 p.od .. ,·o },,,,nf 11c1wool.. tht· II' 

provodco mu.>l pun.h.uc lu ... ll lont·' loom Jll oolu llnht·llo lo, .of , ,,, ,,., •nd then ol ocor ' """""'" 

mus1 d o.1l 11p 1t1 \11 d o~ll\ on .out'" ohc nclwork to pl.ll t' .1 , .~ 11 l l'vcl I h.l\ IIHroollu, t·,J .111 

ondustry llllll.llovr prPIIIIIIIII(: II' I qu .1l A1U'\\ , oh.oo '"" o· ·" l11rvr d . wolf .ollnw " '·' """" 

moegr:uoun hc1wrc11 ohr p11hh1 \WIIt hcd orll'ph<~ol!' nr twooo ~ •I'\ I'"' I .o11d II' f>.,n l ou·o "'"' k'. 
allowin(o\ ll' ·h.J.>cd '-·'"""' 111 provodc t:USIUII I<' I\ w11h \l.llod.ood Ill d o0:oo doJlon~ . tl\ong don o 

cxisting tdcphonc Cl(lll lllll<'nl. ovc1 .1 luwt·r " "' I'·' ' kt'o !,,,,, . .( nct\\ oool. 

just :15 l·.qu.1l At.:ccs~ lmpl<'lllciii.Hoooll upcncJ ohc In n~: dl\1.11", on.11kc·1 111 '-"'"1'''11111111 

1 'i years Jgo. IP E<JUJ( A~. o.:c" wtll l.ou htJic du· Jrploo\' 111<' 111 •ol I""'"' ' ' "1. p.o,krl h.o ,n l 

nctworks 10 p rov1Jc .tlltypc' uf t:olllmlllltl:ll tum \CI VI" '' .ual clomo11.11 r 1hc 11n·d tw 

husincsscs w maiou.un mul1 qolr .umnllonoC.lllctll nc1 wor~' II' 1-..po.ol ·\ .. ,·.., "'IJ.d,., l.holol.llt' 

the dcvclupmcnt o f new .tpphLJ IIIIII~ Jnd '~'"' ''"' ' " th ·' ' mul 111ncdo.o nctwool.on):. clc, lloo11o, 

commerce, vonual private ll l' I Workln~. rcmu1<· uJII.Ihoo .olloooL .opplo •. ll o<lll\ '""'"'""n~. 

unified mc:ssagong. v1Jco \HC.IIlllll~ . wch·cn~hlcJ lrlcphoootv. ho ~h 1odd11 1' .1uJoo 11<'twor~ol1g 

anJ more yeo to bc dwugh1 111 >crvo<.C> Thc oJp~<lonrH OI .IIonn , h,u .o.oc"'"' ol II• h.hcd 

netwo rks will Cli>IHC ollt' r.opod ckvdopmc·tlf ot " ""' .ond , ,oJ, .... oJdnl \CIVIl<'' ,ldl\ cocd l11 

rhcsc networks. 



In .rddltlllll to thr tntll.llt''· Level I w~., ""tntrttr nr.tltrr dt<' hum.llhlltol .1 In ht lh .rl /\.!"'" '" 
Coum:il. l:onsisring ol J 1111111hcr ol lc.rdtrt!! u HIIIIIUIII<.IIIIIII\ npnpmrnr nr.uttrl.r, rw rl\ 

and scrvrcr providt·r• l"hc gualnl tht> gruup ' ' to ntJhlt>h open Jr""' " " '""' •l.llldJrd, lor 

the ryuipment dcpluycd on II' nctwor~. :-.u, It protuu•" wrllle>rm the luun.l.ll ::: .. I• r rhc 

,nmpany·~ intcgrJtcd voter Jnd dJta comnttlllll.ll ton' n•·rwurk .rnd .trr J key tc• (., .,, .d 

development rnilc~tonr on the- path tow.ud II' hptJI " "''" 

II' &jual Acces.' will help unlock the- v:m potriiiiJ.i ol II' nctworkrn~: t u\lontcl\ wtll l .. · .d•l,· 

tn CIIIUY the benefit~ of low cost JnJ the rohu~ t '·'l'·•htllltC'' olll' ncrw .. rk, """1: dw11 ''"' '"'!! 
telephone equipment and without ch.tll!(lll~ dt .rhnl'. p.u rnn' "' .Hid tnt: ... ld'"""·' ' dn "n 

EquJI Jccc~ .among II' ncrwmk l'"'""lc" wtll l'm tuc du· .rv.IIIJhtlrtr ol low ' "'' · l"t:h '1"·' 1"' 

l l' · h.t~<.l l UilllllUIII\.';liiUII .:rvrcc~ . . md wrll drrvr rhr u•nttn11rd drvd upm<'ll l ol " "" · ""'"' ·""" 
II'· h.L,cJ 'crvtces. 

BRIDGING TECHNOLOGY 
XCOM, acqulnd by L...t 3 b1 Ap1111998, 

has denloped • series of~ 

~to iiiUrconMd • IP-UMd 
networt& wltl the trMitloul W.phoo .. 

IMtwoftl .......... 1M u• of awttdMa Md 
................. -UMCI.dab 
CCIIMIIIIIicrio .... PIIIIIIt. 



Using Their Exislng Computer sJStlns, 
Customers Can Access Level 3's Network 
A l.(·t·rl . ~ Subsidiary. PK~' Information Sar,ias . . ~jJf'ci,dius In Hrlping Cinnpanil'J ( /ai11 
Jl,t. <.'rN lfmtjits (Jf !nternt'l lt·dmology 

u Seventy percent of 
the world's businen 
lnfonnation resides 
on legacy systems 

- software on 
outdated computing 
environments -
built at a cost of 
Sl toSS trillion." 

)jld..ly. lll.III V <lllllf'.llliC\ I IIII thcll dl fl< .tl hll\lllC~ Jf'f'l l<.llloll\ , \ll<h .L\ <11\hllllC' I or.!ro 

rrttr\·. pur<h.l\111): h•llan~ .and p.l\roll o n 1 w1d r "·tr•rr\ ••I ·•IJcr . lq,:.a.v ' " "' l'lllrr h .a11l" .tl r 

.and "'l.twarr p l.ulurrr". '<Hil<' " ' "l", h •. 111 he .tn .aJc, .,J,j l'lan.-lcf:·"' pl.ut .. rrn' "'·rr 

11 \ ll,llh Jt') lf'llCd J' >l,and .ll•lll<'. ' '"''' " Y\lCIII\ , wuh lrrdr ,,J,rlu " ro ' "lllllllllll<.lf r wrr h ,._,. J, 

o rhrr Hnwrvrr . 1111<' 11! rhc k"" l"· ru-hr' .. t Jll II ' 11r1wurk "rh.rr 11 ~~1\n J , ll \ IHIIICI ahr 

Jlulrl\ to lr11k lll~<·thn \' lflll.a11, Ill\ 1\ I''' ol , "111 1'11 1<'1 h.u.l".tr r Jlld '"lr w.11 r l'l.11lorrn 

\\ lth !tr!:(h <JII.al ll \ ,1111111111111< .If IIIII\ 

VENDORS AND CUSTOMERS ABLE 
TO USE LEVD. 3 IP NETWORK 
Once • corporetion's lepcy aystems haM 
.,.... wu ...... bled by PKSa$, Nadon a.t 
cultonMrl of u..t COfJICM8tioll c-. pill 

acceu to tMM ayabms tn6ftc ttiW •xhtinc 
equl,....... via the level 3 IP networtl. 

PIX 

POA 



I n~l \', >llh"durv. I'K~ lntorm.111111t ~crv1,n ( I'K\I\ 1. l''"""ln, 11\lorn IJrl•>rrd l' nrcrprl\r 

lnrnnn \av1cn J!luwtn!l cornpJnrc\ 1u prc\rl\r 1h~rr rn vr\1111<"111\ 111 oldrr . lc-f:.t< v, "'Il l'""'' 

t.. .. , ! .... rrr .111d '"lrW.IIt". whdr lrvrr.l~lllf: 1hr ht·nrlll\ .. t II' 11r1wod,, 1'1\ \ I\ W\IC"IIt IIIICI!I .III"" 

11 r~.lltll.llloll clcvdop' <ll\l ·l'lln llvr merhod, 10 "'111\l'd \LIIhl .1lnr 1<' .rrhl .(,.,,.d lci!J" PIJt!ororl • 

lo r u~cr' wurldwrdt· In rtlrLI. I'K~ I '> hdp, ' '" l"'r.llron • orp)(f.tdt· rhc-11 n1•11111! ,,., lr ll t• '" tl tn r 

''' \ICtll\ .Hl' u>rnp.111hlt· wtth the rH·wcr lnlcrncr rc,hnolol!ln 

I he"· "WEB cnahlinl!" <;crviLr S pave the WJI' lor 1he~e ' "'"'lltrl\ 111 11\C' I nd \ \ nerw .. rk 

( onthrncd. l.cvd \ .1nd I'KS I\ f:IVC" . nrpuralc cll\lomel\ rhr • . lp.thrl ll v ro " J>Cll rhrrr lei!"" 

W\1<'111• - 1n wlord1 dlt·v luvr J •uh, .ru r.1l invc.r menr '" r nq•luvrn. '" 1hcrr 'U\llllllcl\ .111•1 

\'t·lldlll \ ·' ' lll'nkJ Jll tl "' Cllfll\' 1hr ""1. ' (lt'nl .tnd \t'C lll lll' ht' IH'III• ••I I nrl \', II' ru·l \\ork 

PKS&S SEJMCES HOP 
COMPANIES UPGRADE LEGACY 
SOFTWARE 
lr IIIII' .... tile edltill ••llfr- IIIII 
........ caR".,.-... .,.e-Glib 
~ CC!f1NIIItioM. PKSIS _. n 
....... frollt ....... t..N 3 . .. tlleM 

A COf1MM'8tiM'a..,...,.. applcltioM, ill wtliclt 
........... fulldt U¥1 .............. illdude such 
......_ aiMf .... , ..... ~ ......... ,......IS: 
~~~~...., 

_, INIJf'OII ~ .., ..., .,....... lad ,_., 



COMPANY 0 R G A N I .T I 0 N 

LEVEL 3 COMMUNICATIONS, INC. 
F.flct !lvc l.tllliM V l'l . ! •J•Jil . I..:Jt•wJII l tvcr<tht·d l orooup ln • • h.tnt:r•l ' " 11.1111r too I nd I 

C oJIIHIIl1111l 3!1011\. Inc. l·o t rhc I•J• J . h\l .tl VC'.If . the Ullnp.tm h ... t . .. ,,, .. lto!.tlt"ol IC\('Iltle\ "'~I~~ 

mtllum Followlll!-( the ,,de ul n• ( .tl htcrto lfllt' rnt• .111.! hoortol •.tk I cH·I I h.tol ·'!'!''"'""·""" 
$4 htllaun in lJ\h ~nd l.t}h cq tlf\',rlrnr' . .1 nd ~ '> hrll""' 111 toot .tl ·' '"'' ' rluc :\ , tl11· I'Jt ctll 

t-Orpor Jllon. I.e vel i Curnrnunll .11 tun•. lth h,l\ .1 lltllnhcr ool upct.11111f! ,ul""''·""'' tud udlltf! 

Level 3 Communle~tlons, LLC 
Known .15 "the llt'rwork Ullltp.un ." I cvcl I ( olllllllllllll.II IOII \ , II ( . 1\ 11111lolu tg .111 ·""·" "''d 

lmcrttct l'ruro>o..nl : II') trd lll" l"f!' ' hJ,rdnt·twonk ·"'""the l l \ d t.ol " CXI"'' tcd roo I><· 

t omplcrcd m phJ\C'\ hv 1hr yc.11 ~I H II In 1'"'' "1.- •rrvll c 111 rhr uur11ro1. the ' " '"I'·" " h." "gnnl 

.Ill a~rCCIIICII t to ka_\C c.!p.ll iiY 1111 .1 n,lllooll.ll ll<' l"Uik <lvrr wluclt II \\Il l f,, .. thit- Ill oolfrt 

advam:cd IP·b.LScd \CfVKc> 111 ,cJctt<"d UIIC\ hq:uuullf( 111 rite rhud •fUJrtcr oot l'l' l/1 I nd 

wtll bc the fi tSt companv 10 ~ornhlll<" hoth lo<. .&l lfld Inn~ dt\t.lll<<' II ' 1<"< lt n .. lo>f!V ho~.•cd 

ncrworkl cnd·to-cnd JCro>l the l ' \ ['hr ' "lllf'Jill' wlill<" 11' p11n 1.utll' "" thr ""'"'<'" tn.11 kn 

U>llll\ II> llClWOrk lU pttwtJc J tull tJ ilf!<" oJI ollllllnllnr,.tlllln\ \C'I\I.C'\ ll to llldtng ln<.~l long 

J tsl.lllc<" .llhf JJtJ trJ ibrlll~'" 111 ,1\ " <'II .1\ ootlt<"t enlt.tllll'd \C' I\ llC\ tnd 1111<"111<'1 .1« <'" '<'" lo <"• 

l'l.tm .liso c.tll fu r rhc comp.! nv "' exp.tnol ullcrnJltllll.tll ~·· 

PKS lnform•tloll Senlcea, Inc. IPKSISI 
PK.S Information ScrvtlC). In<. 1) J lull \l'rVtd' uJtn pulrt 11\JI \Olllh 11tg. W\ll'lll' llllrgt.llh>ll .llh i 

cntcrprt.l(' lmcrnet w lu!lOil) <.ulllp.llt\' T hr ' ""'P·•m· ".111 .ll knuwlcdf:eol •l'l\ tor lt".tolcr Jllo l 

ha.~ a Httccsstul rr<.md nl provrJing lugh qu.tlu\ . , 11\l<>lll ·!Jtlw n l '"I""""' I' I-. '\ I '\ "'n'l'""u~ 

opcration otlrr- < 115!nmcr~ clt·d t<.ll nl. lo>" -""1. lu~lt -pcllllrtll .ll ll r u ontpu11P!' <'ll ' " ' '"mrll l\. 

24 hour- J d.tv. 'l'V<'Il J .tV\ J wrrl. 

I'K~ I\ hclp> LU5turncn dehnc. JC'\d11p .tn.l •utpk mr u t '"' ' cllc, rtv<" "''"rnLllh>ll W\t rnt' :\ 

uctwork intcgra tto n f!rcl liJ' ,'fc., t~u' .utol om pln11cn t' .til I t\ ,'\; , \\ ':\N ' "1"'1"1;'"' .111d "'''"''"!. 
nJ .tn~•gc-nlcnt pl.uturrn\ l'hc \. U tn p .tn \ · ' '\u ah: 2000',._. \t"l Vh .. <" " ""' c! h , 11 \ tnt n cr' d.uc tt·l.unl 
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PMTI 

nD1 1. .SII'ESS 

Peter IGcwit Sons' . Inc. (MPKS" or the "Company") is one of the largest construction contractors in 
North America and also owns information services. telecommunications and coal mining businesses. The 
Company pursues these activities throusft two subsidiaries, IGcwit Construction Group Inc. (" KCG") and 
Level 3 Communications, Inc., formerly known as IGcwit Diversified G roup Inc. ("Lcvd 3"). The 
organizational structure is shown by the following chart. 

IUewtt C1111 ucllu ...... 

,.. ...... ..... -· I 

.................. 
I 

LMiel J 
C1 lulhu, 

w: 

I 
u..IJ I c • lulhu, IIIC. 

.............. .......... 

11-:::.'=' I CaMIMk ....... I ... -
Lf ..::.c.:.. I c .......... 

Ttll ...... 

~--
ICM 

c..,.. ..... ..... 

a...DIIIecll 

The Company has rwo principal classes of common stock. C lass C Construction & Mining 
Group Resuicted Redeemable Convertible Exchangeable Common Stock, par value $.062 5 per share (the 
"Class C stOck") and Class D Diversified G roup Convertible Exchangeable Common Srock par value 
$.062) per share (the "Class D stock"). The value o( C las) C uock is linked ru rhe Company's 
, nn, rructlon and materials onerations (rhe "Construcuun G roup") . The value o( C ia\\ () )l vck is linked 10 

rhc operations o( Levd 3 (the "Diversified G roup"). under the terms of the Comp.a u ~:\ d1.1rter (see Item S 



below). All Class C shares and historically most Class D sham hav~ b«n own~ by curr~nt and former 
employees of the Company and th~ir family m~mbers. The Company was incorporated in Delaware in 
1941 ro continue a construction bwiness found~ in Omaha. N~brasb in 1884. Th~ Companv ~nr~red 
the coal mining business tn 1943 and th~ telecommunications bwiness in 1988. In 1995. the Company 
distribut~d to iu Class D stockholders all of its shares of MFS Communications Company, Inc. ("MFS") 
(which was lat~r acquired by WorldCom, Inc.). Through subsidiaries, th~ Company owns 48.5% of the:" 
common stock of Cabl~ MidUgan, Inc., 48.4% of Commonwealth Tdt'phonc:" Entc:"rpriK"S. Inc.. formerl~· 
known as C-TEC Corporation (MC-TEC") and 46.1% of RCN Corporation (colkctivdy. the "C-TEC. 
Companic:"s"), the:" thrtt companies that muir~ from th~ restruCturing of C-TEC. which w;u wmplt'tc:"d in 
Sc:"ptc:"mber 1997. RCN Corporation, Cabl~ Michigan, Inc. and Commonwealth Tdc:"phone Entt'rpriKs. 
Inc. arc:" publicly rrad~ companies and more detailed information about each of th~m is conrainc:"d in their 
Sc:"parate Annual Rc:"pons on Form lOK. Prior to January 2, 1998, th~ Company was also c:"ngaged in the 
alternative energy business through its ownership of 24% of the: voting stock of CalEnc:rgy Compan)'. Inc. 
("CaiEnc:rgy") and certain inr~rnational development projects in conjunCtion with CalF.nergy. 

On December 8, 1997, the Company's srockholdcrs ratified the decision of the Company's Board 
of Directors (the "PKS Board") to separate: the bwinc:ss conducted by the Construction Group and the 
business conducted by the: Diversified Group (collcctivel}'• the: MBwiness Groups") inw two independent 
companies. In connection with the consummation of this transaction, the PKS Board dc:clarc:d a dividend 
of eight-tenths of one share of the Company's newly created Class R Convertible:" Common Stock, par 
value:" $.0 I per share (MCiass R stock.) with mpect to eac.h OUtstanding share of Class c stock. l 'h(' 
Class R stock is convertible in shares of Class D stock pursuant to a dcfin~ formula. In addition. the 
Company has announced that effective March 31. 1998, the: Company, through a resolution of rhc:" PKS 
Board. shall cause each outstanding share of Class C stock to be mandatorily exchang~ (the "Share 
Exchange:") pursuant to provisions of the PKS Restated Certificate: of Incorporation (thC' "PKS Certificate") 
for one:" outstanding share: of Common Stock, par value S.OI per share:", of PKS Holdings. Inc. ("PKS 
Holdings"), a rc:ccndy formed, direct, wholly owned subsidiary of PKS. to which the c:ight-tc:"nths of one 
share of Class R Stock would attach (collectively. the:" "Transaction"). In connection with the:" 
consummation of the: Transaction, the: Company will change: its name: to Lc:vd 3 Communications, Inc. 
and PKS Holdings, Inc. will change its name to Peter Kiewit Sons', Inc. The:" Company has announced 
that the PKS Board lw approved in principle: a rlan to force conversion of all 6. 538.231 shares of Class 
R Stock outstanding. Due to ccnain provisions o the Class R srock, convc:"rsion will not be forced prior to 
May 1998. and Lhc: final decision to force conversion would be: made at that ume. The decision may be 
made not to force: conversion if it were:" dc:cid~ rhat convc:"rsion is not in rhe best interc:"st of the then 
stockholders of the: Company. 

The Transaction is intended to separate the: Bwiness Groups into two independent companic:~. 
The PKS Board believes that separation of rhe Business Groups will (i ) permit Level 3 to auract and rc:"tain 
the senior management and employca nc:cdcd to implemc:"nt and develop Level 3's c:xpamion plan 
(which is discussc:"d below), (ii) enable Level 3 to access the:" capital markc:"ts in ordc:"r to fund it~ expansion 
plan on more advantageous terms than would be a\'ailable to Level .~ as part of the:" Company. (iii) enable 
Level 3 to pursue strategic investments and acquisitions, as part of the expansion plan. which could be: 
forc:closc:d to Level 3 as part of the Company and (iv) allow the directors and managemc:"nt of each 
Business Group to focus their attention and financial resources on that Busines.s Group') business. 
Except for the ant icipated effect of the: Transaction on the managc:"ment of rhe construction business, the 
PKS Board docs not believe that the Transaction will have any other significant effect on the conm uction 
business. 

For purposes of this filing, the Company has filed as ahibiu to thi) Fnrm • o. K. l mancial 
Statemc:"nts and Other Information for each of the:" Construction Group (Exhibit 99.A) and the D1venific:"d 
C roup or Lc:"vel 3 (Exhibit 99.B). These exhibits generally follow the:" format of Form I 0-K and Lonsist of 
~cparatc:" financial statc:"menu for each Group and excerpts of other information from this Form I 0-K 
pertaining to each Business Group. 



For 1997 results, the Company reports financial information for four bu1incu segmenu: construction; 
information services; telecommunications; and coal mining. Additional financial info rmation about tlu~~e 
segments, including revenue, operating earnings, equiry earnings, identifiable users. capital expenditures. 
and depreciation, d~o;'letion and amortization. as well u foreign operations information, is contained in 
Note 13 to the Company's consolidated financial statemenu. 

The construction business is conducted by operating subsidiaries of Kiewit Construction Group 
Inc. (collectively, "KCG"). KCG and its joint ventures perform construction services for a broad range of 
public and private cwtomers primarily in the United States and Canada. New contract awards during 
1997 were distributed among the following construction markets: transponation (including highways. 
bridges, atrports, railroads, and mau transit) - 62%. power. heat, cooling - I 8%, commercial buildings -
8%, water supply - 2%, mining - 2%, sewage and wute dispoaal - I% and other markets - 7%. 

KCG primarily performs its services u a general contractor. As a general contractor, KCG is 
responsible for the overall direction and management of construction projects and for completion of each 
contract in accordance with terms, plans, 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 ocher assurances of operational capabiliry and financial capaciry from 
its subcontractors. 

c..tr.c:t...,..... KCG performs its construction work under variow types of contracts, including 
fixed unit or lump-sum/rice, guaranteed maximum/rice, and cost-reimbursable contracts. Contracts :ue 
either competitively bi and awarded or negotiate . KCG's public contracts generally provide for the 
payment of a fixed price for the work performed. Profit on a fixed-price contract is realized on 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. Construction contracts generally 
pt ovide for progress payments as work is completed. with a retain age to be paid when performance is 
substantially complete. Construction contracts frequently contain penalties or liquidated damages for late 
completion and infrequently provide bonwes for early completion . 

...,_lilt eo.tnctl. Public contracts accounted for 74% of the combined prices of contracts 
awarded co KCG during 1997. · Most of these corttracts were awarded by government and 
quuigovernment units under fixed price contracts 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 payment of termination related costs. 

lacldol. At the end of 1997, KCG had backlog (anticipated revenue from uncompleted 
contracts ) of $3.9 billion, an increase from $2.3 billion at the end of 1996. Of current backlog, 
approximately $I .0 billion is not expected to be completed during 1998. In 1997 KCG was low bidder on 
226 jobs with total contract prices of $3.5 billion, an average price of $15.3 million per job. There were 19 
new projects with contract prices over S25 million, accounting for 76% of the successful bid volume. 

Colllpetitioll. A contractor's competitive position is bued primarih un it~ prices for construction 
services and its reputation for qualiry. timeliness, experience. and t"i na11cial Hrcngth. The construction 
industry is highly competitive and lacks firms with dominanr market pow<.>r. lr 1997 Engineering News 
Record. a construction trade publication. ranked KCG :~s the 9th largest U.S. contr:~ctor in terms of 1996 
revenue and 12th largest in ttrmJ of 1996 new contract awards. It ranked KC G I Sl in the transportation 
market in terms of 1996 revenue:. 

Joint Ventures. KCG frequently enters into JOlllt ventures to efficiently allocate expertise and 
resources among the venturers and to spread risks associated with particular projects. In most joint 



ventures, if one venturer is financially unable to bear its share of expenses. the other venturers may be 
required to pay tho~e costs. KCG prefers to act as the sponsor of its joint ventures. The sponsor 
generally provides the project manager, the majoriry of venturerprovidcd personnel, and accounting and 
other administrative suppon services. The joint venture generally reimburses the sponsor for such 
personnel and ~ervices on a negotiated basis. The sponsor is generally allocated a majority of the 
venture's profits and losses and wually has a controlling vote in joint venture decision making. In I 997 
KCG derived 70% of its joint venture r~enuc from sponsored joint ventures and jO% from 
nonsponsored joint ventures. KCG's share of joint venture revenue accounted for 28% of us 19'r wul 
revenue. 

o...d. The volume and profitability of KCG's construction work depends to a significant extenr 
upon the general state of the economies of the United States and Canada. and the volume of work 
available to contractors. Fluctuating demand cycles are typical of the industry. and such cycles determine 
co a large extent the degree of competition for available projecu. KCG's construction operations could !-,. 
adversely affected by labor stoppages or shortages, adverse weather conditions. shorragcs of supplies. 
or governmental action. The volume of available government work is affected br budgetary and political 
considerations. A significant decrease in the amount of new government contracts. for whatever reasons. 
would have a material adver~e effect on KCG. 

Loc8tlolls. KCG structures its construction operations around 20 principal o perating offices 
located throughout the U.S. and Canada, with headquarters in Omaha, Nebraska. Through its 
ecentraliz.cd system of management, KCG has been able to quickly respond to changes in the local 
markets. At the end of I 997, KCG had current projects in 33 states and 6 Canadian provinces. KCG 
also part icipates in the construction of geothermal power plants in the Philippine~ and Indonesia. 

Pro,ertlea. KCG has 20 district offices, of which I 6 arc in owned facilities and 4 arc leased. 
KCG owns or leases numerous shops. equipment yards. storage facilities. warehouses. and construction 
material quarries. Since comtruction projects arc inherently temporary and locationspcciflc. KCG owns 
approximately 9 SO portable offices, shops. and transport trailers. KCG has a large equipment fleet, 
including approximately 4.500 trucks,/ickups. and automobiles. and 2.000 heavy construction vehicles. 
such as graders. scrapers, backhoes, an cranes. 

Several KCG subsidiaries, primarily in Arizona and Oregon, produce construction materials. 
including readymix concrete, asphalt, sand and gravel. KCG also has quarrying operations in New 
Mexico and Wyoming, which produce landscaping materials and railroad ballast. Kiewit Mining Group 
Inc. (U KMG"), a subsidiary of KCG , provides mine management services co Kiewit Coal Propert ies Inc .. 
a subsidiary of PKS. KMG also owns a 48% interest in an underground coal mine near Pelham. Alabama. 

LEVEL 3 COMMUNICATIONS, INC. 

Level 3 engages in the info rmation services. tclccommuntcatiom, coal mmmg and energy 
businesses, through ownership of operating subsidiaries, joinr vcnturr investments and ownership of 
substantial positions in public companies. Level 3 also holds smaller positions in a number of 
development suge or startup ventures. 

INFOIIIATION SUMCES 

PKS Information Services, Inc. (U PKSIS") is a fu ll service information technolup' company that 
provides computer operations outsourcing and systems inregration ~ervices to cus10mcrs located 
throughout the United States as well as abroad. Utilizing all computing environments from mainframes ro 
client/server platforms, PKSIS offers custom-tailored computer outsourcing services. PKS IS also 
provides nerwork and systems in tegration and nerwork manattcmcnt services fo t \':lrttllt~ computer 
platforms. In addition. PKSIS develop~ . implements and supports applicauuru ~ohwotrc . T hrough it) 



subsidiary NET Twenty-One, Inc., PKSIS' strategy is to focus on assisting i.~ customers in "Web­
enabling" legacy software applications, that is, migrating computer applications from closed computing and 
networking environments to nerwork platforms using Transmission Conrrol Protocol/lnrernet Protocol 
("TCP/IP") technology that are then accessed using Web browsers. 

The computer outsourcing services offered by PKSIS through irs subsidiary PKS Computer 
Services, Inc. include networking and computing services necessary both for older mainframe-based 
systems and newer client/server-based systems. PKSIS provides irs outsourcing services to clienrs that 
desi re to focus their resources on core businesses, rather than expending capital and incurring overhead 
costs to operarc: their own computing c:nvironmenr. PKSIS believes that it is able ro utilize irs expc:rri~r 
and experience, as wdl :u operating efficiencies, ro provide iu uuuourcing ~ustomers with lc:vc:h of 
service equal to or better than those: achievable: by the customer itsdf. while at the: same: rime: reducing 
the: customer's cost for such services. This service is particularly useful for those: customers moving from 
older computing platforms to more: modern clic:nr/sc:rvc:r networks. 

PKSIS' systems integration services hc:lp customers define:. dc:vc:lop and implement cosr-dfc:crive 
information services. In addition. through PKS Systems Integration. Inc .. PKSIS offers rec:ngineering 
services that allow companies to convert older legacy software systems to modern networked computing 
systems, with a focus on reengineering software to enable older software: application and data 
repositories to be accessed by Hypertext Markup Language (HTMU-based browsers ("Web browsers") 
over the Internet or over private or limited access TCP/IP networks. 

PKSIS, through irs Suire 2000-SM line of services, provides customers with a mulri-pha~ed 
service for converting programs and application so that date-rc:lated information is ;~ccurard~· processed 
and stored before: and after the year 2000. Through the process of convening a cus10mrr's legacy 
software for year 2000 compliance, PKSIS is able to provide: additional insight and advice 10 further 
stream-line: and improve the cwromer's information systems. 

PKSIS has established a wftwarc: engineering faciliry at the National Technology Park in 
Limerick. Ireland, to undertake: large: scale dc:vc:lopmenr pro1ecrs: system conversions: and code 
restructuring and software re-c:ngineering. PKSIS has also established relationships with domestic and 
.nternarional partners to provide: su<".h activities as well as establishing recendy a joint venture in India. 

PKSIS' subsidiary, Lc:xiBridge Corporation of Shelton, Connecticut. provides cus10mers with a 
combination of workbench tools and methodology that provide a complete strategy for converting 
mainframe-based application systems ro clienr/server architecture, while ar rhe same rime ensuring year 
2000 compliance. 

In 1997, 93% of PKSIS' revenue was from cxternal customers and the remainder was from 
affiliates. 

Level 3 recently has determined 10 increase substantially the emphasis it place~ on and the 
resources devoted to irs information services business, with a view ro becoming a facilities-based providcr 
(rhar is, a provider of information services that owns or leases a substantial portion of the plant, properf)' 
and equipment necessary to provide those services) of a broad range of integrated informat ion services 
10 business (the "Expansion Plan"). Pursuant 10 rhe Expansion Plan. Level 3 intends to expand 
substantially its current information services business. through both thc expan\ IOn of the business of 
PKSIS and rhe creation, through a combination of construction, purch~c and leasing of faci lities and 
o ther assets. of a substantial, facilities-based communications network rhar uuli1 ;s Internet Protocol or IP 
technology. 

In order ro grow and expand substantially rhe information services ir provides. Leve.l 3 has 
developed a comprehensive plan 10 consrruCI, purchase and lease local and backbone facilities 
necessary to provide a wide range of communications services over a network rhar uses Internet Protocol 
based technology. These services include: 



A number of bwiness-oriented communications services using a combinatio n of netwo rk 
facilities Uvel 3 would construct, purchase and lease from third parties. which services ma~· 
include fax services that are transmitted in p4rt over an Internet Protocol network and arc 
offered at a lower price than public ci rcuit-switched telephone network-based fa.x service and 
voice message storing and forwarding that arc transmitted in part over the same Internet 
Protocol technology bas:d network: and 

• After construction, purchase and lease of local and backbone faciliucs . ..1 r an~c of Internet 
access services at varying capacity levels and. as technology development allow~ . at 
specified levels of quality of service and security. 

Level 3 believes that , over time. a substantial number of businesses will co nvert existing 
computer application systems (which run on standalone o r networked computing plat form~ utilizing a wide 
varie~· of operating systems. applications and data reposito ries) ro computer systems that communicate 
using Internet Pro tocol and arc access~d by users employing Web browKn . Level j bel it"vn that such 
a conversion will occur for the following reasons: 

• Internet Protocol has become a J, fauo networking standard suppor ted by numerous 
hardware and software vendors and, as such, provides a common protocol fo r connecting 
computers utiliz.i ng a wide variety of operating systems: 

• Web browsers can provide a n andardized interface to data and applicariom and thus help to 
minimiu: costs of training personnel to accns and u.e these rc)ources: and 

• As a packer-switched technology, in many instances. Internet Protocol u tilizes network 
capacity more efficiendy than the circuit-switched public telephone network. Consequently. 
certain services provided over an Internet Protocol network may be less costly than the u me 
services provided over public switched telephone ncrwork. 

Level 3 further believes that bwinesscs will prefer to contract for assistance in makin~ this conversion with 
those vendors .tblc to provide a full range of services from mitial consulting to Internet .tcccss wuh re4un ite 
quality and seet1rity levels. 

Pursuant to the Expansion Plan, Uvel 3's strategy will be to attempt to meet th is customer need 
by: (i) growing and expanding its existing capabilities in computer network systems. consult ing. 
outsourcing. and software reengineering. with particular emphasis on conversion of legacy software 
systems to systems that arc compatible with Internet Pro tocol networks and Web browsers access: and 
(ii) creating a national end-to-end Internet Protocol based network through a combination of consrrucrion . 
purchase and leasing of assets. Uvd 3 intends ro opt imize its international mtwork to provide Internet 
hased communications services to businesses at low cost and high quality. and to design irs nerwork. to 
th t· extent possible. to more readily include fu ture tcchnolog~eal upgrades than older. less flexihlt' 
networks owned by competitors. 

To implement its strategy, Uvd 3 has fo rmulated a long term business plan that provides for the 
development of an end-to-end network optimizcd for the Internet Protocol. Initially. Level 3 will offer irs 
services over facili t ies, both local and nat ional, that arc in parr leased from third part ies to allow fo r the 
ofTnmg of services during the consrrucr ion of its own facilit ies. Over rime, it is ant icipated that 1 e po rtion 
of Level 3 's network that includes leased facilities will decrease and the portio .. of faci1. rtes rh:u have been 
const ructed, and are owned, by Uvd 3 will increase. Over t.he next 4 to 6 years . '' 1> anu npatcd that the 
Level 3 network will encompass local facilities in approximately 40 North American 111. rkcu . leaKd 
backbone facilities in approximately I 0 additional North American markeu, a national or imer-city network 
covcrmg approximately I ') ,000 miles. the establishment of local facilirie' in approxim.udy I 0 European 
.lllJ 4 Aolo l<ln market) and an inter-cuy network covering approx1marcly 2.000 miln JUII\~ Europe. Level 
.3 Intends to design and construct its inter-dry network using multiple condum . Level .3 bel•e,•cs that the 
spare conduits will allow it to deploy fururc technological innovations and expand capaciry without 
mcurring significan t overbuild com. T he foregoing description of the Level 3 network and the Expansion 



Plan constitutes a forward-looking statement. The aciUal configuration of the network. includmg the 
number of m:arkeu served and the expanse of the inter-city networks will depend on a variety of faC!on 
including Lnd 3 's ability to: access markets; design fiber optic network backbone routes; aurae! and 
retain qualified personnel: design. develop and deploy enterpri~e suppon systems that will allow Level .\ 
to build and operate a packet switched network that interconnecu wuh the publlt: ~witched network. 
install fiber optic cable and facilities: obtain rights-of-way. building acceu righu. unbundled loops and 
required government authorizations, franchises and permits; and to negotiate interconnection and peering 
apreements. 

The operations to be conducted as a result of the Expansion Plan will be subject to extensive 
federal and state regulation. Federal laws and Federal Communications Commission regulations apply to 

interstate telecommunications while state regulatory .autho rities exercise jurisdiction over 
telecommuniations both originating and terminating within a state . Generall>·· implementation of the 
Expansion Plan will require obtaining and maintaining certificates of .autho rity fro m regulatory bodie~ 111 
most states where services arc to be offered. 

With respect to the Expansion Plan. uvel 3 is devo ting subnantially more management time and 
apital resources to its information services business with a view to making the information services 
business, over time, the principal business of Level 3 . In that respect. the management of Level .\ ha~ 
been conducting a comprehensive review of the existing Level 3 busineues to determine how thmc 
businenc:s will complement Level 3's focus on information services businesses as a result of the 
Expansion Plan. For example, the management of Lnc:l 3 nego tiated the sale of its energy interests (sec 
MCaiEnergy" below) because it believed that the ongoing ownership by Level J of an interest in ,.n energy 
businesses was not compatible with its focu) on the information services business. and because sale of 
those assets provided a substantial portion of the money necessary to fund the carl~· stages o f the 
Expansion Plan. 

In addition, the Construction Group and Level 3 arc currently discuuing a restructuring ot the 
current mine: management arrangement between the two Business Groups. Level 3 also is rev iewing itl> 
involvement in a number of stan-up and development stage businesses and recently o:ompleted the sale 
cf its interest in United Infrastructure Company (MU IC"). Level J is also currently discussing wtth the 
Connrucrion Group the sale of Kiewit Investment Management Corp. to the Construction G roup. Level J 
has no current intention. he-wever. to sell. dispose or otherwise alter its owncrJ.hip intcrn t 111 the (' .T EC 
Companies. 

On September 30. 1997. C. TEC completed a tax-free restructuring, which Jiv1ded C-TEC into 
three public companies: C-TEC. which changed its name to Commonwealth Telephone Enterpm e) , Inc 
(MCommonwealth Telephone"), RCN Corporation (M RC N") and Cable Michigan. Inc. ("Cable Michigan"). 

a.11 ...... of tile C·RC C..,.•les. Commonwealth Telephone owns the following 
businesses: Commonwealth Tc:lephone Compan y (the rural local exc hange carrier business): 
Commonwealth C ommunications (the communicattOm engineering bu)inc~~ l : the Pennsylvan1.a 
competiti,·e local exchange carrier busineu : and long distance o pcra11om an (('flatn :area~ of 
Pennsylvania. RCN owns the following busmesses: us compc1i11ve t~ l n:or m1un teat1ons services 
o perations in New York C iry and Boston; its cable television opera a iom 111 "'C' v. York. New Jersey and 
Pennsylvania: its 40% interest in Megaable S.A. de C.V.. Mexico·~ second large• cable o perator: and it ~ 
long distance o perations (other than the operations in certain a:cas of Pennsylvania). Cable Michigan 
owns and operates c2bl~ td~vision systems in rh~ Stare of M tehigan and owns a 62% imcrcst tn Mercom. 
Inc. a publicly held Michigan cable television operator. 

OwMnlll' of tile C.TEC ~ In connection with the restructuring and as a result of the 
co nversion of certain shares of C-TEC held bv Level 3. Lc:vel 3 now ho ld) 1.3 .. 320.48~ sh:ares of RCN 
co mmon stock. 3.330. 11 9 shares of C able. Michigan common stock . .and 8.880 .. \ .21 shares of 

'nmmonwealth Tc:lcphonc common stock. Such ownersh1p represcnn 4!!. ~% of the outuanding 

I 

~ 



common stock of Cable Michigan, 48.4% of the outstanding common stock of Commonwealth Telephone 
and 46. I% of the ouutanding common 5tock of RCN. 

Each of the shares of RCN common stock. Cable Michigan common stock and Commonw, lth 
Telephone Common Stock is traded on the National Association of Secu'ritics Dealen. Inc. 's National 
Market (the · Nasdaq National Market"). 

In its filings with the: Securities and Exchange Commission, the board of directors of C.TEC 
concluded that the distributions were in the best interests of the shareholders because the distributions 
will. among other things. (i) permit C-TEC to raise financing to fund the development of the RCI' 
business on more advantageow economic terms than the other alternatives available:. (ii ) faciluate 
possible future acquisitions and joint venture investments by RCN and C able Michigan and pmsihle 
future: offerings by RCN. (iii) allow the management of each company 10 fm.us mentio n and financial 
resources on its respective business and permit each company to offer employees incentives that arc more 
directly linked to the performance of its respective business. (iv) facilitate the ability of eo~ch compan~· to 
grow in both size and profitability, and (v) permit investors and the: financial markets 10 be uc:r understand 
and evaluate C-TEC's variow businesses. 

Acc11,._ MIIIIIM. Since the ownership by Lcvc:l 3 of the equiry and voting rights of each of 
RCN. Cable: Michigan and Commonwealth Telephone at the end of 1997 wa.s less than SO% . under 
generally accepted accounting principles, Level 3 wes the equity method to account for its investments 10 

each of these companies. Under the equity method. Level 3 reports its proponionatc share of each of 
Commo nwealth Telephone's, RCN's and Cable Michigan's earnings, even though it has received no 
dividends from those companies. Level 3 keeps track of the carrying value of i" investment in each of 
the C-TEC Companies. "Carryin~ value" is the purchase price of the investment. plus the investor's 
proponionate share of the in vestee s earnings. less the amortized ponion of goodwill. less any dividends 
paid. Level 3 purchased its C -TEC Companies shares at a premium ovt"r the book value of the 
underlying net assets. This premium is being amonized over a period of bcrween 30 10 40 years. At 
0t"cc:mber 27. 1997 the carrying value of Level 3 's Commonwealth Telephone shart"s was $7 "> million . 
RCN shares was S214 million and Cable Michigan shares wa.s $46 million. 

Dncrt,UO. of 1M C.TEC C1•111•111 RC N is dcvc:loping advanced fiber opuc nerwork.s to 
provide a wide range of telecommunications services including local and long distance tc:lephone. video 
programming and data services (including high speed Internet acce.ss) , primarily to residential customers 
in sc:lected markets in the: Boston to Washington, D .C. corridor. Cable Michigan is a cable television 
operator in the State of Michigan which, as of December 31. 1997. served approximately 204,000 
subscribers. These figures include the: approximately 42.000 subscribers served by Mcrcom. a 62% 
owned subsidiary of Cable Michigan. C l•mered primarily around the Michigan communities of G rand 
Rapids. Traverse City. Lapeer and Monroe (Mercom). Cable Michigan's systems serve a total of 
approximately 400 municipalities in suburban marketS and small towns. Commonwealth Tclcpho nt" 
C ompany is a Pennsylvania public utility providing local tc:lephone st"rvice to a 19 county. S,067 squ;m 
mile service territory in Pennsylvania. The telephone company ~ervices approximatd~· 2S9.000 main 
access lines. The company also provides nerwork access, long distance. and billing and collection 
services to interexchange carriers. The telephone company's business customer bast" is diverse in size 
as wdl as industry. with very linle concentrarion. Commonwealth Long Distance operates principally in 
Pennsylvania, providing switched services and resale of several types of services, using tht" nerwork.s of 
several long distance providers on a whole.salc basis. Commonwealth Communrc<~tions Inc. provides 
tdccommunications engineering and facilirics management services to largt" corporate tl icnts hospitals 
and universi ties throughour the Nonheastern United States and sells, mstalls <111d mainta11n PBX systems 
in l't"nnsylvania and New Jersey. In January 1995. C-TEC purchased a 40% equiry . osition in 
Megacable, Mexico 's second largest cable television operator, serving approximately 174.000 subscribers 
rn 12 cit ies. 

For mort" inform:uion on the business of each of RC N, Cable Michagan and C ommo nwealth 
Tclcphunt" . ple;~se St't" the individual fil ings of Annual Reports on Form I 0-K for each of such companies 
as li lt"d wu h tht" Securities and Exchange C ommission . 



Level 3 is engaged in coal mining through its subsidiary. Kiewit Coal Propenics Inc. (" KC P"). 
KC P has a 50% interest in three mines, which arc operated by KCP. Decker Coal Company ("Decker"} is 
a joint venture with Western Minerals, Inc. , a subsidiary ofThc RTZ Corporation PLC. Black Butte Coal 
Company ("Black Butte") is a joint venture with Bincr Creek Coal Company. a subsid iary of Union Pacific 
Resources Group Inc. 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 Wyoming. and the Walnut C reek mine i~ 
in· cast-central Texas. 

~ ................ The coal mines usc the surface mining method . During surface 
mining operations, topsoil is removed and stored for later usc in land reclamation. After removal of 
topsoil, overburden in varying thicknesses is stripped from above coal scams. Stripping operations :m 
usually conducted by means of large, earth-moving machines called draglines, o r by flceu of truck.\, 
scrapers and/owcr shovels. The exposed coal is fractured by blasting and is loaded into haul trucks or 
onto ovcrlan conveyors for transportation to processing and loading facilities. Coal delivered by rail from 
Decker originates on the Burlington Northern Railroad. Coal delivered by rail from Black Buuc originate~ 
on the Union Pacific Railroad. Coal is also hauled by trucks from Black Bum to the nearby Jim Bridger 
Power Plant. Coal is delivered by trucks from Walnut C reek to the adjacent facilities of the Texas-New 
Mexico Power Company. 

Cala••n.. The coal produced from the KCP mines is sold primarily to electric utilities. which 
burn coal in order to produce steam to generate electricity. Approximately 89% of sales arc made under 
longtcrm contracts, and the remainder arc made on the spot market. Approximately 79%. 80% and 80% 
of KCP's revenues in 1997, 1996 and 1995, respectively. were derived from longterm contracts with 
Commonwealth Edison Company (with Decker and Black Buue) and The Detroit Edison Company (with 
Decker). The primary customer of Walnut C reek is the Texas-New Mexico Power Company. 

Coiibacts. Customers enter into longterm contracts fo r coal primarily to secure a reliable 
source of supply at a predictable price. KCP's major longtcrm contracts have rcmaininc terms ranging 
from 1 to 30 years. A majority of KCP's longtcrm contracts provide fo r periodic price adjustments. The 
price is rypically adjusted through the usc of various indicc.\ for items such as material.\. supplic.\, anJ 
labor. O ther portions of the price arc adjusted for changes in production taxes. royalties , and changes in 
cost due to new legislation or regulati,.· n. In most cases. these cost items arc dire,dy passed through to 
the customer as incurred. !n most cases the price is also adjusted based on the heating content of the coal. 

Decker has a sales contract with Detroit Edison Company that provide.\ for the delivery of a 
minimum of 36 million tons of low sulphur coal during the period I 998 through 2005. with annual 
shipments ranging from 5.2 million _tons in 1998 to 1.7 million tons in 2005 . 

KCP and its mining vent . :cs have entered into variou~ agreements with C o mmonwealth Edison 
Company ("Commonwealth"), which stipulate del ivery and payment terms for the sale of coal. The 
agreements a.s amended provide for delivery of 88 million tons during the period I 998 through 20 14. with 
annual shipments ranging from I .8 million tons to 13. 1 million 10m. T hese deliveries include I 5 million 
tons of coal reserves previously sold to Commonwealth. Since 1993. the amended contract between 
Commonwealth and Black Butte provides that Commonwealth's delivery commitment.\ will be satisfied , 
not with coal produced from the Black Butte mine, but with coal purch:-1ed from three naffiliated mines in 
the Powder River Basin of Wyoming. The contract amendment allows Black Butte co purcha•e ahernate 
source coal at a price below its production cosu . and to pass the cost savings throug' to Commonwealth 
while maintaining the profit margins available under the original contract. 

T he contract between Walnut C reek and Texa.\-New Mexico Power Company provides for 
del ivery of berween 42 and 90 million tons of coal during chC" period I 989 through 1027. T he accual cnn~ 



provided will depend on the number of power units constructed and operared by TNP. The m:u•mum 
amoum KCP is expecting to ship in any one year is between 1.6 and 3.2 million rons. 

KC P also has other sales commirmenu, including rhose wirh Sierra Pacific. Idaho Power. Solvay 
Minerals, Pacific Power & Light, Minnesota Power. and Mississippi Power, rhar provide for rhc delivery of 
approximarely 13 million rons through 2005. 

Coal PnMIIICtloll. Coal production began ar rhe Decker, Black Burre. and Walnur C reek mines in 
1972. 1979. and 1989, respectively. KCP's share of coal mined in 1997 ar the Decker. Black Burre. and 
Walnut C reek mine.s was 5.9, 1.0, and .9 million tons, respectively. 

RftHH. KCP's total revenue in 1997 was $222 million. Revenue attributable ro rhe Decker. 
Blotck Butte, and Walnut C reek entities was S 114 million. $89 million, and S 17 million. respectively. 

Under a 1992 mine management agreement. KCP pays a KCG subsidiary an annual fee equal ro 
.30% of KC P's adjusted operating income. The fee in 1997 was $32 ~ill ion . 

....... At the end of 1997, the backlog of coal ro be sold under KC P's longrerm contracts was 
approximately $1.4 billion, based on December 1997 marker prices. Of this amounr, $2 13 million is 
expected to be sold in 1998. 

llllrNI. At the end of 1997. KCP's share of auigned coal reserves at Decker, Black Bum. 
and Walnut Creek was Ill . 39, and 31 million rons. n:spectivcly. Of rhese amounrs. KCP's share of rhe 
commirred reserves of Decker, Black Butte, and Walnut C reek was 46. 2, and 23 million rons. 
respectively. Assigned reserves n:pn:sent coal that can be mined using KCP's currenr mining pracrices. 
Committed reserves (excluding alternate source coal) represent KC P's maximum contracrual amounts. 
These coal reserve estimates represent total proved and probable reserves. 

LN111 The coal reserves and deposits of the mines arc held pursuant ro leases wirh rhc 
federal government through the Bureau of Land Managemenr, wirh two srare govern menu (Montana and 
Wyoming). and with numerous private panics. 

Ca•,allllec::. The coal industry is highly competitive. KCP competes nor only with orher 
domestic and foreign coal suppliers, some of whom are larger and have greater capiral resources rhan 
KCP. but also with alternative methods of generating electriciry and alternative enerw sources. In 1996. 
KCP's production represented 1.5% of rota! U.S. coal production. Demand for KC P s coal is afTecred by 
economic, polirical and n:gulatory facrors. For example, recent Mclean air" laws may srimulate demand for 
low sulphur coal. KCP's western coal reserves generally have a low sulphur content (less rhan one 
pcrcenr) and are currently useful principally as fuel for coalfired steamelecrric generating units. 

KCP's sales of irs wesrern coal, like sales by orher wesrern coal producers, rypically provide fc• 
delivery to cusromers at the mine. A significant portion of the customer's delivered cosr of coal is 
arrributable to transportation costs. Most of the coal sold from KC P's western mines is currently sh ipped 
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 rail roads and such 
(ompetirors' customer• often benefit from lower transportation cosu because of compet ition between 
railroads for coal hauling business. O rher wesrern coal producers, particularly those in rhe Powder River 
lh.sin of Wyoming, have lower stripping ratios (that is, the amount of ov-.rburder. rhat must be removed in 
proportion to the amount of minable coal) than the Black Butte and Decker mines, ofren resulting in lower 
compararive cosu of production. As a result, KCP's production costs per ton of coal .H the Black Butte 
and Decker mines can be as much u four and five times greater than production costs of certain 
competirors. KCP's production cosr disadvanrage has contributed to its agreemenr ro amend its 
longrerm contracr with Commonwealth Edison Company to provide for delivery of coal from alternate 
)Ource mines rather than from Black Butte. Because of these cosr disadvantages, KCP docs nor expecr 
char ir will be able to enter into longrerm coal purchase contracts for Black Butte and Decker production 



as the current longterm contracts expire. In addition. these cost disadvantages may adversely affect 
KCP's ability to compere for spot sales in the future. 

Enlre•••IIW ........... The Company is required to comply with various tederal. uate and 
local laws and regulations concerning protection of the environment. KC P's share of land reclamation 
ex~nses in 1997 was $3.6 million. KCP's share of accrued estimated reclamation com was S I 00 
million at the end of 1997. The Company does nor ex~ct to make significant capital ex~nditures for 
environmental compliance in 1998. The Company believes irs compliance with environmental protection 
and land restoration laws will nor affect its com~titive position since its com~titors in the mining 
industry are similarly affected by such laws. 

CalEnergy develops. owns. and o~rates electric power production facilities, particularly those 
using geothermal resources, in the United States, rhe Philippines. and Indonesia. In December 1996. 
CaiEnc:rgy and Level 3 acquired Northern EJecrric pic. an English electric utility company. CaiEnergy is a 
Delaware: corporation formed in 197 1 and has its headquarters in Omaha. Nebraska. CaiEnergy 
common stock is traded on the New York, Pacific. and London Srock Exchanges. !n 1997. Cal Energy 
had revenue: of $2.3 biUion and a net loss of $84 million. At the end of 1997, Cal Energy had total :u~w ,,r 
S7.5 billion, debt of $3.5 billion, and srockholdeu' equity of S 1.4 billion. 

At the end of 1997, Level 3 owned approximately 24% of the common stock of Cal Energy. Under 
generally accepted accounting principles, an investor owning berween 20% and 50% uf a company's 
equity, generally uses the: equity method. Under the equity method . Level 3 rc:pom its proportionate 
share of CalEnergy's earnings, even though it has received no dividends from CalEnergy. Level 3 keeps 
track of the carrying value: of irs CalEnergy investment. "Carrying value" is th!' purchase price of the 
investment, plus the investor's proportionate share of rhe investee's earnings. less the amort ized portion 
of goodwill. less any dividends paid. At December 27. 1997 the carrying value of Level 3 's Cal Energy 
shares was $337 million. On January 2, 1998. Level 3 sold its entire interest in CaiEnergy alo ng with its 
interests in several devdopment projects and Northern Electric pic. to Cal Energy for approximately S 1.16 
billion. 

5111 T ....... Level 3 has invested $12 million for a 65% equity interest and $4 .3 million loan 
to California Private Transportation Company, L.P. which devdo~d. financed. and currently operates 
the 91 Express Lanes, a ten mile:, four lane: tollroad in Orange County. California. The fully automated 
highway uses an electronic toll collection system and variable pricing to adjust tolls to demand. Capital 
costs at completion were S 130 million, S II 0 million of which was funded with limited recourse debt. 
Revenue collected over the 35year franchise ~riod is wed for operating expense), debt repayment, 
and profit distributions. The tollroad o~ned in Dccer:1ber 1995 and achieved o~rating break-even in 
1996. Approximately I 00,000 customers have registered to use the toll road and weekday volumes 
typically exceed 29,000 vehicles per day. 

Ulllted l•f•~ c., • .,. UIC was an equal partnership berween Kiewit Infrastructure 
Corp .. a wholly owned subsidiary of Levd 3, and Bechtel Infrastructure Enterprises. Inc. ("Bechtel") . UlC 
was formed in 1993 to develop North American infrastructure projects. During 1996. UlC began to focus 
prim.uily on water infrastructure projects, rrindpally through U.S. Warer. a pourne~hip formed with United 
Utilities PLC. a U.K. company. As part o the strategic decision to concentrate o · its information services 
business and the: Expansion Plan, on December 3 1. 1997 Level 3 sold its entire interest in UIC to Bechtel 
for S I 0 million. 

101w1t ....... F..t. Kiewir Mutual Fund, a Delaware business trust and a registered investment 
company, was formed in 1994. Initially formed to manage the Company's internal investrncnu. shares in 
Kiewit Mutual Fund are now available for purchase by rhe general public. The Fund's investors currently 
indude individuala and unrelated companies. as well as Company affiliated joint ventures, pension plans. 



General. The Company a.nd its subsidiaries are panics to many pending legal proceedings. 
Management believes that any resuhing liabilities f" r legal proceedings. beyond amounts reserved. will 
no1 ma1aially affect the Company's financial condition. future results of op"" rJ tions " r future cash flow~ . 

ITEM 4. SUBMISSION Of MAil US TO A VOTE OF SECURITY HOLDEIS. 

At a special meeting of stockholders held on December 8. 1997, the following maners were 
subm itted to a vote. 

1. Ratific~uion of the decision of the PKS Bo:J ~d to separate the const ruction busaneu of PK~ 
and the diversified business of PKS in to two independent companiei through the declarauon 



of a dividend of eight-tenths of one share of newly created Class R Convertible Common 
Srock, par value $.01 per share rclass R stock"). of PKS wirh respect to each o utstanding 
share of Class C Construction & Mining Group Restricted Redeemable Convertible 
Exchangeable Common Srock, par value $.0625 per share (WCiass C stock~). of PKS. and 
mandatory exchange of each ouutanding share of Class C stock for one outstanding share of 
Common Stock, par value $.01 per share, of PKS Holdings. Inc. (collecrivdy. the 
MTransactionM) . .. ..... .-..: .................. . ').031. 14 21.6/j ,-1')) 

......... ~ ...................... . .30.926 185.412 .......... : .......................... . 11 ,020 64 .227 

2. Approval of amendmenu ro the PKS Cenificare (the Mlnitial Certificate Amendments~). to: (i) 
create the Class K Stock to be distributed in the Transaction; (ii) increase from 50.000.000 to 
500,000,000 the number of shares of C lass D Diversified Group Convertible Exchangeable 
Common Stock, par value $.0625 per share ("C lass D stock"), which PKS is authorilC'd to 

issue; (iii) designate 10 shares of Class D nock as MCiass D Srock. Non-Redeemable Series~; 
and (iv) eliminate the requirement that the Certificate of lncorporarion of PKS Holdings as in 
effect at the time of the Share Exchange be substantially similar w the PKS Certificate . 

....... ~ .................. . 9,030.927 2 t.n5.6lR 

.......... ~ ...................... . 28.676 

Mltllltl1n1: .......................... . 14.057 .39.830 

3. Approval of amendments to the PKS Certificate to be effected only if the "I ranuc11on i) 
consummated, to: (i) redesignate C lan D stock as "Common Stock, par value S.O I per 
share", and Class D Stock, Non-Redeemable Series as "Common Srock. Non-Redeemable 
Series"; (ii) authorilC' the issuance of series of preferred stock. the terms of which arc to be 
determined by the board of directors; (iii) modify the repurchase rights to which the holders 
of C lass D stock are entitled; (iv) delete the provisions regarding C lass C stock ; (v) classify the 
board of directors; (vi) prohibit stockholder action by written consent ; (vii) empower the board 
of d irectors . exclusivdy. to call special meeting) of the swckholders; (viii ) require a 
supermajority vote of stockholders to amend the by-laws; and (ixi make certa1n other r.:::'l­
subsranrive changes consistent with the implementation of thf' foregoing. 

-......~ ................. .. 9.0 11.554 21.472. 11~ ....... ~ ..................... .. 30.6% j8 1.726 

Ablbtldlan•· .......................... . 31.410 69.29.3 



4 . Approval of the amendment and restatement of the Peter Kiewit Sons', Inc. 199S C lass D 
stock Plan. 

Aflll...tlwe .-.: .................. . 

Neptlwe W'lllll: ...................... . 

Abstelltloltl: .......................... . 

8.958.084 

70.566 

45.010 

21.268,757 

S36.914 

11 7.463 



The table below shows information as of March 15. 1998 about each direetor and executiv~ 
officer of the Company, including his business experience during the past fivt> rears. Tht> Compan~-'~ 
directors and officers arc elected annually and each was elected on June 7. 1997 to serve unril h1s 
successor is elected and qualified or until his death , resignation or removal. 

Walter Scort, Jr. • 

Peter Kiewit, Jr. 

·······~ 
C hairman of the Board and Presidenr. 
PKS (for more than the past five years); 
also a director of Berkshire Hathaway. 
Inc., Burlington Resources, Inc .. 
CaiEnergy, ConAgra , Inc., Commonweahh 
Telephone Enterprises, Inc. , RCN 
Corporation. U.S. Bancorp and 
Valmont Industries, Inc. 

Attorney, of counsel to the law firm of 
Gallagher & Kennedy of Phoenix. Ariwna 
(for more than the past five years) 

William L. G rewcock• Vice Chairman. PKS (for mort" than tht> 
past five years) 

Robert B. Daugherty Director (and formerly C hairman of the 
Board and Chief Executive Officer) 
Valmont Industries, Inc. (for more than the 
past five years) 

Charles M. Harper Former C hairman of the Board and C..h ief 
Execuuve Officerof RJR Nabisco Holdings 
Corp. C urrently a director (and formerlr 
Chairman of the Board and Chief 
Executive Officer) of ConAgra. Inc. and 
also a director of E.l. DuPonr de Nemours 
and Companv, Norwest Corp. and 
Valmont Industries, Inc. 

Kenneth E. Stinson · Executive Vice President , PKS (fo r mo re 
than the past five years); C hairm;m (s1ncc 
1993) and C EO (since 1992), KCG: also a 
director of C onAgra, Inc. and Valmont 
Industries, Inc. 

Richard Geary• Executive Vice Presidenr. KCG: President 
of Kiewit Pacific Co .. a KCG conuruc11on 
subsidiary (for more than the past five years) 

G~orge B. Toll , Jr.· Executive Vice President . KCG (since 
1994}: Vice President , Kiewit Pacific Co .. a 
KCG constructio n subsidiary ( 1992· I ')94 ) 

66 

71 

72 

7') 

69 

61 

PKS DirKtor Siltce 

0')12.717')- Chairman 
04122164 - Director 

0 1/ U /6(, 

OI /I I /6H 

0 1/08/86 

0 1/0H/8(> 

0 4/ 2'J/ HH 

06/05/9.~ 



..... ••I••• Expertence Ap PICS Dlrtcto. Sl~~ee 

James Q. Crowe• President and Chief Executive Officer. 48 06/0S/93 
Level 3 (since Auttust I . 1997) ; Chairman 
of the Board. WorldCom. Inc .. an 
international telecommunications company 
(January 1997-July 1997); Chairman of 
the Board. MFS Communications 
Company. Inc .• an international 
telecommunications company ( 1992-1996) 
(MFS was a Diversified Grouf subsidiary 
until 1995); also a director o 
Commonwealth Telephone Enterprises, 
Inc., RCN Corporation. and lnaCom 
Communications, Inc. 

Richard R. Jaros Executive Vice President ( 1993-1997) and 46 06/0S/93 
Chief Financial Officer (1995-1997). PKS; 
President of Level 3 ( 1996-1997); 
President and COO of Cal Energy ( 1992-
1993); also a director of Cal Energy. 
Commonwealth Telephone Enterprises, Inc .. 
RCN Corporation and WorldCom. Inc. 

Richard W. Colr Vice President, Kiewit Pacific Co., a KCG 54 06/03/95 
construction subsidiary (for more than the 
past five years) 

Bruce E. Grewcock• Executiv~ Vice President. KCG (since 1996); 44 06/04/94 
Chairman (since 1996). President ( 1992-1996) 
and Sr. Vice President (1992) of 
Kiewit Mining Group Inc.; also a director 
of Kinross Gold Corporation 

Tait P. Johnson• President, Gilbe" Industrial Corporation. a 
KCG construction subsidiary (for more 

48 06/03/95 

than the past five years); President ( 1992-
1996), Gilbert Southern Corp .. a KCG 
construction subsidiary 

Allan K. Kjrkwood• Senior Vice President, Kiewit Pacific Co., 54 06/07/97 
a KCG construction subsidiary (for more 
than the pasr five years) 

Identified by asterisks are the ten persons currently servinj as executivt' officers of PKS. Executive 
officers are those directors who are employed by PKS or its ~ubsi iari t" \ Rru~c E. Grt'wcock is the son of 
William L. Grt'wcock. 

The PKS Boo~ rd has an Audit Commiuec:, a Compensation Committee and an Executive 
Commiuee. 

The Audit Committee members are Messrs. Johnson, Kirkwood and Kiewu. The functions of tht' 
Audit Committee are to recommend the selection of the independent auditors; rt'vi.ew the results of rhc: 
annual audit ; inquire in to important internal control. accounting and financial mauers; and report and 
make recommendations to the: full PKS Board. T he Audit Committee had four meeungs in 1997. 



The Compensation Committee members arc Messrs. Daughcrry. Harper. and Kiewit. none of 
whom arc employees of PKS. This committee reviews the compensation of the executive o fficers of PKS. 
This committee has also assumed the functions of the former Management Compensation Committee. 
the purpose of which was to n-vicw the compensation. securities ownership. and bcndiu of the 
employees of PKS other th~n its executive officers. The Compensation Committee had one formal 
meeting in 1997. 

The Executive Committee members arc Messrs. Scott (Chairman), William G rcwcock. Stinson. 
and C rowe. This committee exercises the powers of the PKS Board between meetings of the PKS Board. 
except powers assigned to other committees. During 1997. the Executive Commiucc had no formal 
meetings. acted by written consent action in lieu of a meeting on two occasiom. and had lcvcral inform:~ I 
meetings. 

PKS does not have a nominating committee. The PKS Certificate provides that the incumbent 
directors elected by holders of Class C Stock may nominate ;a sl:ate of C lass C directors to be elected by 
holders of C lass C Stock and the incumbent directors elected by holders of C lass D Stock m:ay nominate 
a slate of directors to be elected by holders of Class D Srock. for election at the :annu:al meeting of 
stockholders. 

The PKS Board had six formal meetings in 1997 and acted by written consent action on six 
occasions. In 1997 , no director attended less than 75% of the meetings of the PKS Board :and the 
committees of which he was a member. 

Directors who arc employees of PKS or its subsidiaries do not receive di rec tor~· ice~. Non­
employee directors arc paid annual directors' fees of $30.000, plus $1 ,200 for :attending each meeting of 
the PKS Board. and $1,200 for attending each meet ing of a committee of the PKS Bo:a rd. 

PUT II 

ITEM 5. MAIKET FOIIDISTIANT'S COMMON EQUITY AND IELATED STOCIUIOlDQt MATTERS. 

•rtwt ............ A5 of December 27. 1997. the Company's common stock is no t li sted on 
:any national securities exchange or the Nasdaq National Market. However. the C lass D stock is currently 
quoted on the National A5sociation of Securities Dealers, Inc.'s OTC Bulletin Board. D uring the fourth 
quarter of 1997, the only quarter during which this trading occurred. the range of the high :and low bid 
information for the Class D stock was $20.4 I to $29.00. The Company has anno unced th:at the common 
stock of Level 3 Comr.~unicati\)ns. Inc. (renamed from Peter Kiewit Sons'. Inc. in conneCtion with the 
Transaction) will begin trading on the Nasdaq National Market on April I . 1998. 

eo.....,~ DlltJ, Pursu:ant to the current terms of the PKS Catifica tc. the Comp:anv 
is generally required to repurchase shares at a formula price upon demand. Under the PKS Cerr ificat~ 
effective January 1992, the Company has three classes of common stl'ck: C l:ass B Construction & Mining 
G roup Nonvoting Restricted Redeemable Convertible Exchange:ablc: Common Stock (~Class B"), C l:ass C 
stock, and C lass D stock. T here are no oumanding C lass B stock; the last Clas\ B stock we;;: convened 
into Class D stock on January 1. 1997. Class C stock can be issued only to Company employees and 
can be resold only to the Company :at a formula price based on the yearend book value of the 
Construction G roup. The Company is generally required to r,purcha~e C lass C stock for c.ash upon 
stockholder demand. C lau D stock has a formula price based on the yearend b<>( k value of the Diversified 
G ro up. The Company must generally repurchase C lass D stock for cash upon uockholder 
demand at the formula price, unless the C lass D stock become publicly traded. 

Formula values. The formula price of the Class D stock is based on the book value of Level 3 
and its subsidiaries, plus onehalf of the book value, on a standalone basis, of the parent company. PKS. 
The formula price of the C lass C stock is based on the book value of the ConstruCtion G roup and its 
subsidiaries, plus onehalf of the book value of the unconsolid:ated parent company. A ~ignificant dement 



of the Class C formula price is the subtraction of the book value of properry. plant, and equipment used in 
construction activities ($122 million in 1997). 

c..w.nioll. Und~r the PKS Certificate. Class C stock i~ convertible into Cla,u D uock at the rnd 
of each year. Between October 15 and December IS of each year a C lass C swckholder may drct 10 

convert som~ or aU of his or h~r shar~s. Conversion occurs on the following January I . The conversion 
ratio is the rdative formula prices of Class C and Class D stock d~t~rmined ;u of the last Saturday in 
December. that is, the last day in the Company's fiscal year. C lass D stodc may be converted into C la5s C 
sto ... k only as part of an annual off~ring of Class C Stock to employees. Instead of purchasing the offered 
shares for cash, an ~mploy« owning Class D stock may convert such shares into C lass C stock ;u the 
applicabl~ conv~rsion ratio. 

~ Ownership of Class C stock is g~nerally restrieted to aCtive C~"'pany employer~. 
Upon r~tir~m~nt, t~rminarion of employment. or d~ath, Class C stock must be resold to the- Company at 
the applicabl~ formula ? rice, but may be converted into C lass D stock if the- terminating event occurs 
during the annual conversion period. C lass D swck is not subject to ownership or transfer restrictiom. 

DiYideMI •MI PticH. During 1996 and 1997 the Company declared or paid the following 
dividends on its common stock. Th~ table also shows the stock price after each dividend p:~ymrnt ur other 
valuation ev~nt. 

Dhldllld .,..,.... ca.. PrtceA111ated Stock Price 

Oct. 27. 1995 Jan. 5, 1996 $0.60 c Drc. 30. I ?9S S32.40 

Apr. 26. 1996 May I . 1996 0.60 c May I . 19')(, .\ I .HO 

Oct. 25. 1996 J:~n. 4, 1997 0. 70 c Dec. 28. I?% 40.-o 

Apr. 23. 1997 May I . 1997 0.70 c May I . 1997 40.00 

Oct. 22. 1997 Jan. 5. 1998 0.80 c Dec. .:!"'. I')')- s 1.20 

Oet.27. 199S jan. 5. 1996 0 .50 D Dec. 30. I 99S 'J .?G" 

Oct. 25. 1996 Jan. 4. 199.., 0.50 D Dec. 28. I ?96 lo.sc; · 

D 11 .6S " 

All stock prices for the Class D stock reflect a dividend of four shares of C lass D ~rock for each 
oumanding share of C lass D stock that was effeCtive on December 26. 1997. 

The C ompany's current dividend poliq• is to pay .a regular divadend on llass C stock of about 
I 5% to 20% of the prior year's ordinary earnings of the Construction Group. with ..1ny specaal divadends 
to be based on otraordinary earnings. Although the PKS Board announced in August 1993 that the 
Company did not intend to pay regular dividends on C lass D sto. k for t1.c loacsceable future . the PKS 
Board declared a special dividend of S0.50 per share of C lass D stock 111 uoth \ )uobrr 199'i 01nd I IJ%. 

A dividend of 4 share) of Cl:~~~ D Stock for each share of C lan D rock was effected on 
December 26. 1997. 



......... ,.. On March 15, 1998, and after giving cfTtet to a dividend of 4 share~ of Clas~ D 
Srock for each outstanding share of Class D stock effected on December 26. I 997. rhc Company had the 
following numbers of stockholders and outstanding shares for each class of it~ common srock: 

B 
c 
D 

996 
2, 121 

~ .C•H 1.0.!0 
146.943.752 

Recent SaiH of U ............ Sec....._ On April I. 1997. rhe Company sold 10.000 shares 
of C lass D stock to C harles Harper and Robert Daugherty and 8 ,000 shares of Clas~ D stock to Peter 
Kiewit Jr. at a sale price of $49.50 per share. Each of Mesm Harper, Daughcrt~· and Kiewit arc mcmben 
of the PKS Board of Directors. The sale was effected rursuant to an exemption from registratton under 
the Securities Act of 1933 contained in &ction 4(2) o such Act. 



POIIICIEWIT IONI', INC. 
III.K1ID .__,.IDmD fiNMCW. DATA 

The Sdcaed Financial Data of Peter Kiewit Sons', Inc., the Kiewit Connr.•rtion & Mining Group n : 
Srodc") and the Diversified Group ("D Stodc") appear below and on the next two pago. The consoli~ted 
dau of PKS arc presented below with the cxcq>tion of per common share data which i) presented in the 
Selected Financial Dau of the respective Groups. 

(dollars in ~ions, Fiscal Year E!!ded 
except per e amounts) 1997 1296 199~ 19')4 199,3 

Results of Operations: 
Revenue (1) s .3.32 s 652 s 580 s 5.37 $ .u,-
Earnings from continuing 

operations IU 104 ).2(1 2H 174 
Net earnings (2) 248 121 244 110 261 

Financial Position: 

(I) 

(2) 

UJ 

Total assets (I) 2.77? 3.066 2.945 4.048 .3.236 
Current portion of 

long-term ddn ( I ) 
Long term debt, less 

j 57 40 30 II 

current ~rtion ( I ) 1.37 .320 361 H'J'J 452 
Stockho dcrs' equity (3) 2.2.30 1.819 1.607 1.736 1.6"' 1 

In October 1993. the Company acquired 35% of the outstanding shares of C-TEC: Corpor;~tinn_ 
that had 57% of the available voting rights. O n December 28, 1996 the Comp.my owned 4H'~o ol 
the oumanding shares and 62% of the voting rights. 

As a result of the C-TEC restructuring. the Company owns less than 50% of the outstanding sharn 
and voting rights of the three enrirics, and therefore accounted for each entity wing the equiry method 
in 1997. The Company consolidated C-TEC from 1993 through 1996. 

The financial position and rcsuln of operations of Kiewit Construction & Mining Group have been 
classified as discontinued operations due ro the pending spin-off from Peter Kiewit Sons'. Inc. 

In September 1995. the Company dividendcd iu anvestrnent in MFS to Clas) D ~hareholden. Mr~ · 
results of operations have been classified as a single line item on the statements of earnings. MFS is 
consolidated in the 1993 and 1994 balance sheets. 

In January 1994. MFS. issued $500 million of 9 .375% Senior Discount 1\:mes. 

In September 1997. Level .3 ;~greed to sdl it~ energy )egrnent ru CalEner~y Compo~nv. Inc The· 
1 r.lflsau a on closed on Janu.uy 2. 1998. 

In 1993. through two public offerings. the Company sold 19% of its sub). iary. MFS. resulting in ,. 
$137 million ahertax gain. In 1995 and 1994. additional MFS stodc traruact iom resulted in S2 million 
and $35 million after tax ttains to the Company and reduced iu ownenhtp in MFS to(,(,~, .tnd 67%. 

The aggregate redemp11on value of common stock at December 27, 1997 was S2 . 1 billion. 



The following selected financial data for each of the years in the period 1993 to 1997 have been 
derived from audited financial statements. The historical financial information for the Kiewit 
Construction & Mining and Diversified Groups supplements the consolidated financial information of 
PKS and, taken together, includes aU accounts which comprise the corresponding consolid:uc:d financial 
info rmation of PKS. 

1dollars in "'illions. 
except per share amounts) 

Results of Operations: 
Revenue 
!\let earnings 

Per Common Share: 
Ner earning~ 

Basic 
Diluted 

Dividends ( I ) 
Srock price ( 2) 
Book value 

Financial Position: 
T oral assets 
C urrent porrion of 

longterm debt 
Longterm debt, less 

current portiOn 
Stockholders· ec;uiry (3) 

1997 

s 2.764 
155 

15.99 
15.35 

1.50 
51.20 
64 .38 

1.341 

5 

22 
652 

Fiscal Year Ended 
1996 199') 1994 

$ 2.303 
108 

10.13 
9.76 
1.30 

40.70 
51.02 

1.038 

12 
562 

$ 2.3.~0 
104 

7.78 
7.62 
1.05 

32.40 
42.90 

976 

2 

9 
467 

$ 2.J'"i 
... '7 

4.'>2 
4.86 
0.90 

25.55 
31 .39 

')67 

3 

9 
"105 

l~')j 

s 1. -s3 
!W 

4.6.'\ 
4. 'i9 
0.70 

22.3S 
27.43 

1!89 

4 

10 
480 

( I ) The 1997. 1996. 1995. 1994 and 1993 dividends include: $.80. $.70, $.60. $.45 and $.40 for 
dividends declared in 1997. 1996. 1995. 1994 and 1993. respectively. but paid in January of the 
s ub~equent year. 

12) Pursuant to the Certificate of Incorporation. the stock price calculation is computed annually ar 
the end of the fiscal year. 

U l Ownership of the C lass C Stock is restricted to certain employees conditioned upo n the execution 
of repurchase agreements which restriCt the employees from transferring tile ~tock . PKS i ~ 
generally committed to purchase all C lass C Srock at the amount computed, whc:n pur ro PKS by 
a srockholdc:r, pursuant to the Cerrific.ate of Incorporation. The: aggregate: redc:mption value of 
rhe C lass C Srock at December 27. IY97 was $527 million. 



The following selected financial data for each of the years in the period 1993 to 1997 have been derived 
from audited financial statements. The hiscorical financial information for the Diversified Group and Kiewit 
Construction & Mining Group supplements the consolidated financial information of PKS and. taken 
together. includes all accounts which comprise the corresponding consolidated financial information of PKS. 

(dollars in fllill ions, 
except per share amounts) 

Results of Operations: 
Revenue (I) 
Earnings from continuing operations 
Net earnings (2) 

Per Common Share: 
Earnings from continuing operations 

Basic 
Diluted 
Net earnings 

Basic 
Diluted 

Dividends (3) 
Stock price (4) 
Book value 

Financial Position: 
Total assets ( I ) 
Current portion of longterm debt (I ) 
Longcerm debt, less current portion ( I ) 
Stockholders' equiry (5) 

1297 1926 

$ 332 $ 652 
83 104 
93 11 3 

.66 .20 

.66 .90 

.74 .97 

.74 .97 
.10 

11.65 10.85 
11.65 10.85 

2.127 2.504 
3 57 

137 320 
1.578 1.257 

Fiscal Year Ended 
1225 1924 1993 

$ 580 s 5.37 s 267 
126 18 174 
140 33 181 

1.1 7 .27 1.74 
1.1 7 .27 1.74 

1.29 .32 1.81 
1.29 .31 1.81 
. 10 . I 0 

9.90 12.0S ll .llll 
9.90 12.07 11 .')0 

2.478 3.543 2.7S6 
40 30 II 

361 899 4S2 
1.140 1.23 1 1.191 

( I ) In October 1993, the Group acquired 35% of the outstanding shares of CTEC C orporation that had 
57% of the available voting rights. At December 28. 1996. the Group owned 48% of the outstanding 
shares and 62% of the voting rights. 

As a resuh of the C-TEC restructuring. the Group owns less than SO% of the outsunding shares and 
voting rights of each of the three entities, and therefore accounted for each enw~· U)tng the equtt~· 
method in 1997. The Company consolidated C-TEC from 199 3 to 1996. 

In September 1995. the Group dividended its investment in MFS to C lass D shareholder". MFS' 
results of operations have been classified as a single line item on the statements of earnings. MFS is 
consolidated in the 199j and 1994 balance sheets. 

In January 1994. MFS issued $500 million of 9.375% SeniOr Dis. oun t !"vtes. 

In September 1997, the Group agreed to sell it~ energy segment ro C al nerg~· Company. Inc The 
transaction closed on January 2 , 1998. 

(2 ) In 1993. through rwo public offerings. the Group sold 29% of MFS, resulting in a $137 million after-tax 
gain. In 1995 and 1994. additional MFS stock transactions resuhed in $2 million and $3 5 million 
after-ta..x gains to the Group and reduced its ownership in MFS to 66% and 67%. 



(3) The 1996. 1995 and 1993 dividends include S. l 0 for dividend) declared 10 11)96. 19'J'i and IIJ')j 
but paid in January of the subsequent year. 

(4) Pursuant to the Certificate of Incorporation. the stock price calculation • ~ computed annuall\' at the 
end of the fiscal year. 

(5) Unless Class D Stock becomes publicly traded, PKS is generally committed w purchase all Class D 
Stock at the amount computed, in accordance with the Certificate of Incorporation. when put to PKS 
by a stockholder. The aggregate redemption value of the Class D Swck at December 2-. I 'liJ7 wa~ 
$1.578 million. 



This item contains information about Peter Kiewit Som '. Inc. (!he "Company"l as a whole. Separate 
reporu containing management's discuuion :and analysis of finar11:ial condi1ion and results of operat iom 
for the Kiewi1 C onstruction & Mining Group and the Diversified Group have been filed as Exhibiu 99.A 
and 99.8 to this Form 10-K. A copy of Exhibit 99.A will be furnished without charge upon the wriuen 
request of a !"tockholder addressed to: Stock Registrar. Peter Kiewit Sons' , Inc .. 1000 Kiewi1 Plaza. 
Omaha, Nebraska 68131. Exhibit 99.8 can be obtained by contacting: Investor Relations. Level .~ 
Communications. Inc., 3555 Farnam Street, Omaha. Nebraska 681.:H . 

The following discussion of Resulu of Operations should be read in conjunnion with the sq~menr . 
information contained in Note 13 of the C onsolidated Financial Statements 

This document contains forward looking u :uemem' and informauon that are based on the bcl idi. of 
management as well as assumption. made by and information currently available to the Company. 
When used in this ~ocument. the words "anticipate", "believe", "estimate" and "expect" and similar 
expressions, as they relate to the Company o r its management. are intended to identify fo rward-looking 
statemenu. Such statements reflect the current views of the Company with respec1 10 future events and 
are subject to certain risks. uncertainties and assumptions. Should one o r more of 1hese risks o r 
uncertainties materialize, o r should underlying assumptions prove incorrect. an ual results rnay var~· 
materially from those described in this document . 

...... of Ope......_ 1M7 wa. ltll 

Colli ....... Revenue from the Group's coal mines declined 5% in 1997 compared w 19%. 
Alternate source: coal revenue: declined by $16 million in 1997. The mine's primary l u~torner. 
Commonwealth Edison, accc:leratc:d its contractual commitments in 1996 for .~lrern:ue source. thu~ 
reducing its obligations in 1997. In addition to the decline: in tonnage shipped. the price of coal sold to 

Commonwealth declined I%. Revenue attributable to other contracls increased by approxim:udv S4 
million. T he aetual amount of coal shipped to these cus10mc:rs increued 5% in I 'J97. but the prtee Jt 
which i1 wu sold wu 4% lower than 1996. 

Margin. as a percentage of revenue, declined I I% from 1996 to 1997. Margins in I 1)% were higher 
than normaJ due to the additional high margin alternale source: coal sold to Commonwealth in 1996 and 
the refund of premiums from a captive insurance company that insured against black lung disease. T he 
decline in Commonwealth shipments and an overall decline in average sell ing price. adversely affected 
the results for 1997. If current market conditions continue. the G roup expects a decline in coal revenue 
and earnings after 1998 u certain long-term contraCts begin w expire . 

........... S.fk:ea. Revenue: increased by 124% to $94 million in 1997 from $42 million in 1996. 
Revenue: from computer outsourcing services increased 20% 10 $49 million in 1997 from S4 I million in 
1996. The increase was due to new computer outsourcing contracu signed in 1997. Revenue fo r 
systems integration grew to $45 million in 1997 from less than $1 million in I 1)% Stron~ demand fo r 
Year 2000 renovation services fueled the growth for syscc:ms integration's revenues. 

Margi n. JS a percent of revenue. decreased to 28% in 1997 from 41 % iu l '>l)c, fo r the w mputer 
outsourcing business. The reduction of the gross margin was due to upJ ron r nugra Cion cosu _associated 
with new contracts and significant increases in personnel costs due to the: ughtenint; upply of computer 
professionals. Gross margin for the systems integration business was approximately 40% in 1997. A 
comparison to 1996 gross margin is not meaningful due to 1he stan-up nature of the business. 

I , 

~ 



htter81 8M ..... latratht bptiHI. Excluding C-TEC. g~n~ral and administrative 
~xp~ns~s incr~ased 20% to S 114 million in 1997. Th~ increase was primarilr anrihutabl~ to a $41 million 
increase in the information services bwineu' general and administrativ~ cxp~nse~ . Th~ ma1ority of the 
increase is attributabl~ to additional compensation expense that was incurred due to the conversion of J 
subsidiary's option and SAR plans to th~ Class D Scock option plan. The remainder of the increase 
relates to the increased expenses for new sales offic~s ~stablish~d in 1997 for th~ syst~ms int~~ration 
busin~u and the additional personnel hired in 1997 to implement the expansion plan. 

Exclusive of rh~ information servic~s busin~u. g~n~ral and administrativ~ t'XpC'nst'~ decrea~t'd 26°o 
to S62 million in 1997. A decrease in professional services and th~ mine mana~t'mC'nt tt'n wert' pan1all~· 
offset by increased compensation expense. Du~ to the favorable resolution of Ct'rtain t'nvironmt'ntal and 
legal matters, costs that were previously accrued for these issues were r~versed in I'J97. Partially 
offs~tting this reduction were legal. tax and consulting expenses associated with thC' CalEnagy transaction 
and the separation of th~ Construction and Mining G roup and Diversified Group. 

(qelltr L-. The losses for the Group's equity inv~stments increased from $9 million in 1996 
to S43 million in 1997. Had the C-TEC entities been accounted for using tht' equity method in 19%. 
the losses would have increased to S 13 million. Th~ expenses associated with th~ deployment and 
marketing of the advanced fiber networks in N~w York. Boston and Washington D.C.. and the com 
incurred in connection with the buyout of a marketing contract with minorir~· shareholders ar~ primaril~· 
responsibl~ for the increase in cquiry losses attributabl~ to RCN from $6 million in 1996 to S26 million 
in 1997. The Group's share of Cable Michigan's losses decreased to $6 million in 1997 from $8 million in 
1996. This improvement is attributable to the gains recogniud on the sale of C able Michigan's Florida 
cable systems. Commonwealth Telephone's earnings were consistent with that of 1996. Tht' G roup 
recorded equiry earnings of $9 million in each year anributabl~ to Commonwealth T~kphont'. Th~ G roup 
also recorded equiry losses attributable to s~v~ral d~vdopin~ business~~ . 

.......... IIR•••· Investment income increased 7% in 1997 after excludin~ C-TECs S 14 mill1on of 
inv~stment income in 1996. Gains recogniud on the sale of marketable securities, primarily within tht' 
Kiewit Murual Fund ("KMF"), increased from S3 million in 1996 to $9 million in I ?<J7. In I ?•P. KMF 
r~positioned the securities within iu ponfolios to more closely track the overall marke1. l'.&rmlly ofhetting 
these additional gains was a decline in interest income due to an overall reduction of pcld earned hy the 
KM F portfolios. 

llltenlt ElQI1111. Interest expense increased significantly in 1997 after excluding $28 million of 
interest attributable to C-TEC in 1996. CPTC. the owner-operator of a privatized toll road in C alifornia, 
incurred interest costs of approximately $9 million and S II million in 1996 and 1997. In 1996. interest of 
$5 million was capitaliud due to the construction of th~ toll road. Construction wa~ completed in August 
1996. and all interest incurred subsequent to that date wa.s charged against earnings. Interest associated 
with the financing of the Aurora, Colorado property of S I million. also contrihuted w the increase in 
anterest expense . 

....... lllcoMt. Or her income in 1996 include~ S2 m11lwn o l other expcmr' :mributablc to C-TEC. 
Excluding these losses, oth~r incomt' d~clined from $8 million an 1996 to Sl million in 1997. The ah~ence 
ol gJ1m on the sale of rim berland properties and other assets . which accounted for $6 million of income 
1n I ~96. is responsible for rhe decline. 

l.co.t Tax IPrMIIIDIJ ....,._ The effecrive incomt' tax rate for I 997 is lr" th.1 n the expected 
statutory rat~ of 35% due primarily to prior year tax ad1ustments. p .. rrially v fhet y the effect of 
nondeductible compensation expense associated with the conversion of the 1nfurmat1or services option 
and SAR plans to the Class D Srock plan. In 1996. the effective rate was also lower th.tn the statutory 
rate due to prior year tax adjustments. These adjustmenu were parriallr offset by· nondeductible co~r ~ 
associated with goodwill amortization and taxes on foreign operariom. In 19?7 and I ?•J6. thr <;roup 
settled a number of disputed tax issues related 10 prior yea r~ that have heen 1nduded 111 pr1or ~·e.&r tax 
adjustment~. 



~111111111 o,.ntl111- C111blldllll. The Construction and Mining Group's operations can 
be separated into two componenu; connruction and materials. Conmunion revt'nues increamJ S41 ·1 
million during 1997 compa!Td to 1996. Thr consolidation of ME Holding Inc. (due ro rhe mcrt'ut' 111 
ownership from 49% to 80%) ("ME Holding") contributed S261 million. almosr rwo-rhirds of rhe 
increase. In addition to ME Holding several large projects and joint ventures became fully mobilized 
during the latter part of the year and were wdl into the "peak" construction phase. 

Material revenues incmucd 19% to $290 million in 1997 from $243 million in 19%. The .acquisirion 
of additional plant sites accounts for 22% of the increase in sales. The remaining increase was a result of 
the strong market for material products in Arizona. This raised sales volume from existing planr sires and 
allowed for slightly higher selling prices. The inclusion of S I 0 million of revenues from the Oak Mountain 
facility in Alabama also contributed to the increase. 

Construction margins increased to 13% of rt'venue in 1997 as compared 10 I 0% in 1996. The 
favorable resolution ol project uncertaint ies. several change o rder senlcmenrs. and cosr savings or early 
completion bonuses received during the year conrribured to this increase. 

Material margins dccre:ued from I 0% of revenue in I ?96 ro 4% in 1997. l.oloin at the Oak Mount am 
facility in Alabama were the source of the decrease. The materials margins from sources orhrr rhan Oak 
Mountain remainrd stablr as higher unit sales and selling priers wrre offsrt by mcreases in raw maren.ah 
COStS. 

General and administrative expenses of thr C onsrruction G roup increased I I% in I ')')7 afrrr 
deducting S 17 miUion of cxpcrucs attributable to ME Holding. Compensation .md profit sharing expenses 
increased $9 million and $2 million, respectively. from 1996. The increase in these com is a diren resulr 
of higher construction earnings. 

The effective income tax rates in 1997 and 1996 for the Consrrucrion G roup d iffe r from rhe 
expected statutory rate of 35% primarily due to state income taxes and prior year rax ad jusrmenrs. 

Dlecalltllld .,....Ill- '-lr· Income from discontinued operauom mcreased ro S2'J million in 
1997 f~om $9 million in 1996. The acquisition of Northern Elenric in lare 1996 and rhr commencement 
of operations at the Mahanagdong geothermal facility in July. 1997 were rhe primary factors rh;u rnuhed 
in the incrcuc. 

In October 1997, CaJEnergy sold approximarcly 19.1 million shares of iu common stock Th1s salt' 
reduced the Group's ownersh•p in CalEnergy to approx1marely 24% but increased 1ts proporuonate share 
of CaiEnergy's equiry. It is the Group's policy ro recogniz.c gains o r losses or. the sale of stock b~· its 
invesrees. The G roup rccogniz.cd an after-tax gain of approximately S44 million from rrans;lt tiOns in 
C aiEnergy stock in the fourth quarter of 1997. 

On July 2, 1997, the Labour Parry in the Unued Kingdom announced the details of liS proposed 
"Windfall Tax" to be levied against privatiz.cd British utilities. T his one-time tax is 23% of the difference 
between the value of Nonhero Electric, pic. at the time of privatization and the uriliry's current value based 
on profits over a period of up to four years . CE Electric recorded an extraordinar)' charge o( 
approximately S I 94 million when the tax was enacted in July. 1997. The total :.~ h er-tax impaCt 10 Level 3. 
directly through its investment in CE Electric and indirecrly ·hrough " lllteiCSI HI c.~IEnagy. was S6.3 
mill ion. 



C..l Mini ... Revenue and net earnings improved primarily due 10 increased aiternue source 10m 

sold to Commonwealth Edison Company in 1996 and the liquidation of a captive insurance company 
which insured against black lung disease. Upon liquidation. the G roup received a refund of premiums 
paid plus interest in excess of reserves established by the Group for this liability. Since 1993. the 
amended contract with Commonwealth provided that delivery commitments would be satisfied with coal 
produced by unaffiliated mines in the Powder River Basin in Wyoming. Coal produced at the Group·~ 
mines did not change significantly from 1995 levels 

1-..... .. ...._ Revenue increased 17% to $42 million In 19% from S.i6 million in 19'J'l. The 
increase was primarily due to new computer outsourcing contracts signed in I '1%. 1...-s~ than S I million 
of revenue was generated by the operations of the new systems integration business. started in February. 
1996. 

Margin, as a percent of revenue, for the outsourcing bu1iness decrea.Kd to 4 1% in I ')96 from 4~% in 
199S. The reduction of the margin \ll:u primarily due to up-front migration com for nt"w cmtomeu which 
were recognized as an expense when incurred. 

T•u 1'~111111 Revenue for the tdccommunications scgmem increased 13% ro S367 million 
for fiscal 1996. C-TEC's telephone group's S I 0 million. or 8%, increase in sales and C-TEC's cable 
group's $33 million or 26% increase in revenue were the primary contributors to the improved results. 
The increase in telephone group revenue is due to higher intrastate acceu revenue from the growth in 
access minutes. an increase of 13,000 access lines, and higher internet acceu and video confert"ncing 
sales. Cable group revenue increased primarily due to higher average: subscribers and the effects o i ratt" 
increases in April 1995 and February 1996. Subscriber counts increased primarily due: to the: acqu•sition 
of Pennsylvania Cable Systems, formerly Twin County Trans Video, Inc., in September 1995. and the 
consolidation of Mercom, Inc. since August 1995. Pennsylvania Cable Syuc:ms and Mercom account f(lr 
$23 million of the: increase in cable revenue: in 1996. 

The 1996 operating expenses for the telecommunications business increased $38 million or 18% 
compared to 1995. The telephone group experienced a 9% increase in expenses and the cable group's 
com increased 31%. The increase for the telephone group was/rimarily attributable to higher payroll 
expenses resulting from additional personnel, wage increases an higher overtime. Also contributing to 
the increase, were fees associated with the internet access services and consulting service) for a variery 
of regulatory and operational matters. The: cable group's increase was due w increased depreciation, 
amortization and compensation expenses associated with the: acquisition of Pennsylvania Cable Systems 
and the: consolidation of Mc:rcom's operations. Also contributing to the: higher costs were rate increbc:s 
for existing programming and the: com for additional programming. 

Getler8ialld Ad ... llta•the Ellpeeses. General and administrative expensn dcclaneJ ) 1!-o 10 S 181 
million in 1996. Decreases in e.xpenscs associated with le~;al and environmental matten were partially 
offset by higher mine: management fees paid to the: Construction & Mining Group. the: costs attributable to 

C-TEC and the: opening of the: SR91 toll road. C-TECs corporate overhead and o ther costs increased 
approximately 13% in 1996. This increase is attributable to costs associated with the development of the 
RC N business in New York and Bosron. the acquisition of Pennsylvania Cable: Systems, tht" consolidation 
of Mercom and the: investigation of rhc: fc:asibiliry of various restructuring alternar,vc:s. 

E...-, Ea I p, lilt. Losses arrributable to the: G roup's equiry mvc:stmcnts mcreascd to $9 million in 
1996 from $5 million in 1995. The: additional losses were attributable to an , nterprise engaged in t he: 
renewable fuels business and to C -TEC'~ investment in MegaC ablc: S.A. de C. f.. Mexico·~ second 
lar~est cable television operator. 



lllftDIIItl .... , lit. lnveatmeiH Income increased 24% in 1996 compared to 199S. lncreascd 
gaina on the sale of marketable and cquiry securities and interest income were partially offset by a slight 
decline in dividend income. 

lllterelt ~ • ..t. Interest expen~ in 1996 increased 43% compared to 1995. The increase 
was primarily due to imerest on the C PTC debt that was capitalized through July 1996. and C-TECs 
redeemable preferred stock, issued in the Pennsylvania Cable Systems acquisition, that began accruin~ 
imerest in 1996. 

Gllll• ll.lll.,..lelck Tf'IIIUCtloM, Mt. The issuance of MFS stock for acquisitioru hy MFS 
and the exercise of MFS employee srock options resulted in a S3 million net gain to the Group in 19'.>'i . 

Otller, lleL The decline of other income in I 996 wa) primarily amibutahlr to tht· I C)1)'i 'rlllrrnc:nt 
of the Whitney Benefits litigation . 

.__ Tu ...... 1"...-tlllfll. The effective income tax rate for I 996 differs from the starurorv rate 
of 35% primari!y bccawe of adjustments to prior year tax provisions. panially offset by state taxe~ and 
nondeductible amounts associated with goodwill amonization. In 1995. the rate was lower than 35% due 
primarily to S93 million of income tax benefits from the reversal of certain deferred tax liabilities originally 
recognized on gains from MFS stock transactions that were no longer required due to the tax-free spin-off 
of MFS, and adjustments to prior year tax provisions. 

DlseoltthtJd.,........- Cotllb.ctt.. Revenue from construction decreased 1% to $2..~0.~ 
million in 1996. This resulted from the completion of several major projects during the year. while many 
new contracts were still in the start-up phase. KCG's share of joim venture revenuc remained at 30% of 
total revenues in 1996. Revenue from materials increased by less than I% in 1996. Increased demand 
for aggregates in the Arizona market was offset by a decline in precious metal sales. KCG sold its gold 
and silver operations in Nevada to Kinross Gold Corporation ("Kinross") and essentially liquidated its 
metals inventory in 1995. 

Opportunities in the construction and materials industry continued ro expand along with the cconom~·. 
Because of the increased opponunities, KCG was able to be selective in the construction projects 11 

pursued. Gross margins for construction increased frnm 8% in 1995 ro I 0% in I ')96. This resulted from 
the completion of several large projecu and increa.~ed efficiencies in all aspecu of the construction 
process. Gross margins for materials declined from 13% in 1995 to I 0% in 1996. The lack of higher 
margin precious metals sales in 1996 combined with slightly lower construction materials margins 
produced the reduction in operating margin. 

In 1995. the exchange of KCG's gold and silver o~rations in Nevada for 4.000.000 shares of common 
stock of Kinross led to a $21 million gain for KCG. The gain was the difference berween KCG 's book 
value in the gold and silver operations and the market value of the Kinross shares at thc timc of thc 
exchange. Other income was also primarily comprised of mining management fees from the Di".::sified 
Group, of $37 million and $30 million in 1996 and 1995. and g:~ins on thc disposi tion of propcrry, plant 
and equipment and other assets of S 17 million and S 12 million in 1996 and I 99'> . 

The effective income tax ratc for 1996 differs from the statutory rate of .~S% primarily because of 
adjustmenrs 10 prior year tax provisions and state taxes. In 1995. 1hc n tc "-olS higher than 3)% duc 
primarily to state income taxes. 

DilcGIItlnJid ~- r-g. Income from discontinued o~rations declined in 1996 by 36% 
to $9 million. Losses attributable to the Group's interest in thc Casccnan projcct . additional development 
cxpenscs for international activities, and the costs associated with the Northern Electric transaction were 
partially offset by increased equiry earnings from C aiEnergy. 



• 
The Group's woriOng capital, excluding C.TEC and discontinued o~ratiom. inc~ $j92 million or 

I 06% during 1997. This is due to the S 182 million of cash generated br operations. prirnaril~· coal 
operations, and the significant financing activities described below. 

Investing activities include $452 million to purchase marketable securities. $42 million of investments 
and $26 million <Jf capital expenditures, including S 14 million for the existing information services busines~ 
and $6 million for a corporate jet. The investments pnmarily include the G roup's $22 million investment in 
the Pavilion Towers office complex, located in Aurora. Colorado. and SIS million of investment ~ an 
developing businesses. Funding a portion of these activities was the sale of marketable securities of 
S 167 million. 

Sources of financing include $138 million for the issuance of C lass D Stock. $72 million for the 
exchange of Class C srock for Class D stock and S 16 million for the financing for Pavilion Towers. Uses 
consist primarily of $12 million for the payment of dividends, and $2 million of payments on long-trrm 
debt. 

Prior to the execution of an aglffment with Cal Energy in September. 1997. the Group invested $31 
million in the Dieng. Patuha and Bali power projects in Indonesia. 

In October 1996, the PKS Board of Directors directed PKS management to pursue a listing of Class D 
Stock as a way to addreu certajn issues created by PKS' rwo-class capital stock structure and the need 
to attract and retain the best management for PKS' businesses. During the course of its examination 
of the consequences of a listing of Class D Stock, management concluded that a listing of C lass D Stock 
would not adequately address these issues. and instead began to study a separation of the Construction 
and Mining Group and the Diversified Group. At the regular meeting of the Board on July 23. 1997. 
management submitted to the Board for consideration a proposal for separation of the Construction and 
Mining Group and Diversified Group through a spin-off of the Construction and Mining G roup ("the 
Transaction"). At a special meeting on August 14. 1997. the Board approved the Transaction. 

The separation of the Construction and Mining Group and the Diversified Group was contingent upon 
a number of conditions, including the favorable ratification by a majority of both C lass C and Class D 
shareholders and the receipt by the Company of an lmernal Revenue Service ruling or o ther assurance 
acceptable to the Board that the separation would be tax-free to U.S. shareholders. O n December 8. 
1997, PKS' Class C and Class D shareholders approved the transaction and on March S. l'rJ8 PKS 
received a favorable ruling from the Internal Revenue Service. The Transaction is anticipated to be 
effective on March 31 . 1998. 

In connection with the sale of approximately I 0 million Class D shares to employees in 1997. the 
Company has retained the right ro purchase the relevant C lass D ~hares at the then cur rent Class D 
Stock price if the Transaction is definitively abandoned by forma! action of the PKS Roard or the 
employees voluntarily terminate their employment on various dates pt ior ro January I. 1999. 

l...cvd 3 has recently decided to subnantially increase its emphasis on and resources to its information 
services to business. Pursuant to the plan, Level 3 intends to expand substantially its current information 
services business, through the expansion of its existing business and the creation , th10ugh a combination 
of construction, leasing and purchase o f facilities and other as~t'IS, of ' ~uhs14ntial fac ilities-based 
internet communications nerwork. 



Using this network Level 3 intends to provide (a) a range of internet access services at varying 
capacity levels and, as technology development allows, at specified levels of quality of service and 
security and (b) a number of business oriented communications services which may include fax service, 
which arc transmitted in part over private or limited access Transmission Control Protocol/Internet 
Protocol ("TCP/IP") networks and arc offered at lower prices than public telephone network-based fax 
service, and voice message storing and forwarding over the same TCP/IP-based networks. 

Level 3 believes that over time, a substantial number of businesses will convert existing computer 
application systems to computer systems which communicate using TCP/IP and arc accessed by users 
employing Web browsers. Level 3 further believes that businesses will p·refcr to contract for assistance in 
making this conversion with those vendors able to provide a full range of services from initial consulting 
to internet access with requisite quality and security levels. 

Level 3 anticipates that the capital expenditures required to implement this expansion plan will be 
substantial. Level 3 estimates that these costs may be in excess of $500 million in 1998 and could 
exceed $1.5 billion in 1999. Level 3 's current financial condition. borrowing capacity and proceeds from 
the CaiEnergy transaction described below should be sufficient for immediate operating, implementation 
and investing activities. However, Level 3 e.xrecu to raise capital from both the cquiry and debt markets 
due to the significant capital requirements o the information services expansion plan. 

In connection with the Expansion Plan, Level 3 apecu to devote substantially more management 
time and capital resources to its information services business with a view to making the information 
services business, over time. the principal business of Level 3. In that respect. management is conducting 
a comprehensive review of the exisring Level 3 businesses to determine how thosc businesse) will 
complement Level 3's focus on information services. If it is decided that an existing business is not 
compatible with the information services business and if a suitable buyer can bc found. Lcvd 3 may 
dispose of that business. 

In January 1998, Level 3 and Cal Energy closed thc sale of Levd 3 's energy assets to C al Energy. 
Level 3 received proceeds of S), 159 million and expects to recognize an after-tax gain of approximatdy 
$324 million in 1998. The after-tax proceeds from this transaction of approximately $96 7 million will be 
used to fund the expansion plan of the information services business. 

In January 1998, Class C shareholders converted 2.3 million shares. with a redemption value of 
$122 million, into 10.5 million shares of Class D Stock. 

In February 1998, Level 3 announced that it was moving its corpor2te headquarters to Broomfield. 
Colorado, a northwest suburb of Denver The campus facility is expected 10 encompass over 500.000 
square feet of office space at a construction cost of over $70 million. Lcvd 3 is lcasin~ space in thc 
Denver area while rhc campus is under construction. The first phase of the complex i) schcduled lc>r 
completion in rhc summer of 1999. 

In March 1998. PKS announced that irs Class D Stock will begin trading on April I on the Nasdaq 
National Market under the symbol "LVLT". The Nasdaq listing will follow rhe separation of level 3 and the 
Construction Group of PKS, which is expected to be completed on March 31. 1998. In conne1.1ion with 
the separation. PKS' construction subsidiary will be renamed "Peter Kiewit Sons'. Inc." ~nd PKS Cia~' D 
Stock will become the common stock of Level -~ Communicatiom. Inc. 

PKS' certificate of incorporation gives stockholders the right to exchange thc1 C lass C Stock for 
Class D Stock under a set conversion formula. That right will be eliminated as a result of thc separation 
of Level 3 and the Construction Group. To replace that convcrsion right, Class C stockholders received 
6. 5 million shares of a new Class R stock in January, 1998. which is convertible inro Class D Stock in 
accordance with terms 1'2tified by stockholders in Deccmber 1997. 



The PKS Board of Directors has approved in principle a plan to force conversion of all shares of Class 
R stock outstandins. Due to certain provisions of the Class R stock, conversion will nor ~ forced prior 10 

May I 998, and the final decision to force conversion would ~ made by Lcvd 3's Board of Directors at 
that time. 1..evd 3's Board may choose not to force conversion if it were to decide that conversion is nor in 
the ~st intercsu of the stockholders of Lt'Vd 3. If. as currendy anticipated. Level .'\'s Board determine~ 
to force conversion of the Clau R stock on or ~fore June 30, 1998, cenain adjustments will be made to 

the cost sharing a.nd ri~k allocation provisions of the separation agreement between Level 3 and ~he 
Construction business. 

If Lt'Vcl 3's Board of Directors determines to force convenion of the Clan R stock. each share of 
Class R stock wiiJ be convertible into $25 worth of Lcvd 3 (Class D) common stock. based upon the 
average trading price of the Level 3 common stock on the Nasdaq National Market for thr last fiftern 
trading days of the month prior to the determination by the Board of Directors to force conversion. When 
the spin-off occurs, Level 3 will increue paid in capital and reduce retained earnings by thr fair value of 
rhe Class R shares. 

lmmcdiatdy prior to the spi.a-off of the Kiewit Construction and Mining Group. the Company will 
recognize a gain equal to the difference l,e(Wccn the carrying value of the Construction and Mining Group 
and its fair value. The Company will then reflect the fair value of Kiewit Conmuction and Mining Group 
as a dividend to shareholders. 



Financial statements and supplementary financial information for PetN Kiewit Sons', Inc. and 
Subsidiaries begin on page Pl . Separate financial statements and other information pertaining to the 
Kiewit Consuuction & Mining Group and the Diversified Group have been filed as Exhibits 99.A and 99.8 
to this r~port. The Company will furnish a copy of such exhibits without charge upon the written request 
of a stockholder addressed to Stock Registrar, Peter Kiewit Sons', Inc., 1000 Kiewit Plaza, O maha, 
Nebraska 68131. 

The financial statements of an equity mc:thod invc:stce (RCN) are required by Rule 3.09 and are 
incorporated by reference from RCN's Form 10-K for the year ended December 31. 1997. filed under 
Commission No. 000-22825. 

ITEII t. ClltJ!.-r • .,_ IIUUIIMDnS WITH ACCOUNTANTS ON ACCOUNTINI MD 
fWtAIICIIL DISCI OIUIL 

None. ....,.. 
ITEII 10. -.:MIS ... DRU1M OFfiCID OF TM: lllaTUNT. 
ITEII 11. DRUIM~ 
IIIII 12. IICUmY ... I .. Of CIIYUe .....aM OMDIANO MOMIMINT. 
11111 13. CIITAIN .............. MDIILATID ~ 

The information required by Pan Ill is incorporated by reference to the Company's definitive proxy 
statement for the 1998 Annual Meeting of Stockholders to be filed with the Securities and Exchange 
Commission. However, ceruin information is set forth under the caption ·Directors and Executive 
Officers of the Registrant" following hem 4 above. 

NIT IV 

1TE11 14. m.n1, F1NMCIAL STAT'EMENT ICIIEDUlES, AND IIEPOIITS ON FOIM 1-K. 

(a) Financial statements and financial statement schedules required to be filed for the 
registrant under Items 8 or 14 arc set forth following the index page at page PI . 

Exhibits filed as a part of this report arc listed below. Exhibits incorporated by rc:fc:rc:ncc: are 
indicated in parentheses. 

Exhibit Number Description 

3.1 Rc:statcd Certificate of Incorporation. dTective Januarv 1:1 . 1992 (Exhibit 3. 1 to 
Company's Form I OK for 199 1). 

3.2 Certificate of Amendment of Restated C:enificarr of lncnrporauon of Pc:tc:r Kiewit 
Sons'. Inc .. effective: December B. 1997. 

3.4 Bylaws. composite copy. including all amcndmc:m~. as of March 19, 1993 
(Exhibit 3.4 to Company's Form 10-K for 1992). 



10. 1 Separation Agrttmem, dated Decem~r 8. 1997. by and among PKS. Kit"Wit 
Diversified Group Inc .. PKS Holdings. Inc. and Kit"Wit Construction Group Inc. 

I 0.2 Amendment No. I to Separation Agreement. dared March 18. 1997, by and 
among PKS. Kiewit Diversified Group Inc. , PKS Holding~ . Inc. and Kiewir 
ConJtruction Group Inc. 

21 List of subsidiaries of the Company. 

23 Consents of Coopers & Lybrand LLP 

27 Financial data schedules. 

99.A Kiewit ConstruCtion & Mining Group Financial Sr.atemenu and Other Information. 

99.8 Diversified Group Financial Statements and O ther Information. 

(b) No reports on Form 8K were filed by the Company during the fourth qu:mcr of 19')7. 

J 



Pursuant to rhe requirements of Section 13 or I S(d) of the Securities Exchange Act of 1934. the 
Registrant has duly causcd this report to be signed on irs behalf by the undersigned. thereunto duly aurhoriz.c:d. 
on the 30th day of March, 1998. 

PETER KIEWIT SONS'. INC. 
By: /sf Walter Scon, ~r. 
Name: waJter Scott, r. 
Title: Chairman of the Board 

Pursuant to the requirements of the Securities Exchange Act of 1934. this report has been signed 
below by the following ~rsons on behalf of the registrant and in the capacities indicated on the 30th day of 
March, 1998. 

lsi WALTER SCQTI. IR. 
Walter Scott, Jr. 

Is/ R Oo~J&Ias Bradbuzy 
R Douglas Bradbury 

lsi EBJC I. MORTENSEN 
Eric}. Mortensen 

Is/ RJCHARP W COl.F 
Richard W. Coif, Director 

lsi 16MES Q, CROWE 
James Q. Crowe, Director 

lsi RoBERT B QAVGHERIT 

Robert B. Daugherty. Director 

Is/ RJCHARP GEARY 
Richard Geary, Director 

Is/ BRUCE E, GR£WCOCK 

Bruce E. Gr~cock. Director 

Is/ W !U!M! L GREWCQCK 
William L. Grewcock, Director 

l si C HARLES M, HARPER 
Charles M. Har~r, Director 

Chairman of the Board and President 
(principal executive officer) 

Executive Vice President of Lc:vel 3 
Communications, Inc. 
(principal financial officer) 

Controller 
(principal accounting utiicer) 

Is/ RlCHARP R. IAROS 
Richard R. Jaros, Director 

lsi TAli e (OHNSON 
Tait P. Johnson. Director 

Is/ AllAN K. KlRJ(WOOD 
Allan K. Kirkwood, Director 

Is/ PETER KlEWli. I R, 
Peter Ki~it, Jr., Director 

/s/ Kf.NNETH E, SI!NSQN 

Kenneth E. Stinson, Director 

/s/ GwR<.iE B, Tou, IR 
George B. Toll, Jr .. Director 
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they arc required or because the information called for is shown in the consolidated financiai )!;Ucmcnt) 
or in the notes thereto. 



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

We have audited the consolidated financial statements of Peter Kiewit Sons' , Inc. and Subsidiaries as 
listed in the index on the preceding page of this Form I 0-K. These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those stotndards 
require thott we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material m;sstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and signifte<tnt estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion, the financial statements referred to above present fairly. in all material respects, the 
consolidated financial position of Peter Kiewit Sons', Inc. and Subsidiaries as of December 27. I 997 and 
December 28, 1996, and the consolidated results of their operations and their cash flows for each of the 
three years in the period ended December 27. 1997 in conformity with general ly accepted accounting 
principles. 

O maha. Ncbraslu 
March 30, 1998 



• 
Cnul•ll••. I ••Ita II r..llp 

For the three yean ended December 27. 1997 

(dollars in millions. cxcspt P£r shars clara> 

Revenue 
Cost of Revenue 

General and Administrative Expenses 

Operating Earnings 

Other (Expense) Income: 
Eqt~~ry losses. net 
lnwstment income, net 
lntu est expense, net 
Gain on subsidiary's stock transactions, net 
Other, net 

Equity Loss in MFS 

Earnings Before Income Taxes. Minority Interest 
and Discontinued Operations 

Income Tax Benefit (Provision) 

Minority Interest in Net Loss (Income) of Subsidiaries 

Income from Continuing Operations 

Discontinued Operations: 
Construction, net of income tax 
(expense) of($107), ($72) and ($60) 
Energy. net of income tax benefit (expense) 

of $1 , ($9) and ($8) 
Income from Discontinued Operations 
Net Earnings 

Earnings Per Share: 
Continuing Operations: 
Class D Srock 
Basic 

Diluted 
Net Income: 

Class C Stock 
Basic 
Diluted 

(].~~, [) Stock 
B.a~ll 
Diluted 

Sec accompanying notes to consolidated finaf!cial statement). 
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Curnrnunlratlons 

Terrence J. FeraUJOn 
Senior Vice Preaidenl 

General Counsel 
TEL: (402) 536-3624 
FAX: (402) 536-3645 

tc:ny.fc:rguson@L3.com 

VIA OVEBNIGHT DELIYERY 

Blanca S. Bay6, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak, Blvd. 
Tallahassee, Florida 32399-0870 

July 23, 1998 

DEPOSIT 

D81711 

Re: Application of Level 3 Communications, LLC for Authority to 
Provide Alternative Local Exchang.e Service in Florida 

Dear Ms. Bay6: 

DATE 
JUL 21.1998 

Enclosed for filing on behalf of Level 3 Communications, LLC ("Level 3") please find an 
original and six (6) copies ofLevel3 's application for authority to provide alternative local exchange 
service in Florida. Also enclosed is a check in the amount of$250.00 to cover the application filing 
fee. 

Please date-stamp the extra copy and return it to the undersigned in the enclosed self­
addressed, stamped envelope. Should you have any questions concerning this filing, please do not 
hesitate to contact me. 

Very truly yours, 

Level J Communications, L.L.C. 
1450 Infinite Drive 

Louisville, CO 80027 

HORWEST aAHK MONtANA, N.A. 
I 75 NORTH 2nli STREET 

BilliNGS. loll !19101 
93-~71V211 

No.003000225 

22-JUL- 98 3000~ 25 ********250.00 

-~ Two Hundred Fifty Dollars And oo Cents •••••••••••••••••••••••••••• 
TO THE 

ORDER OF 
FLORIDA PUBLIC SERVICE COMMISSION 
2540 SHUMARD OAK BLVD " 
TALLAHASSEE, FL 32399 - 086 6 
United States 




