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YIA OVERNIGHT 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 

T~aceJ.Fe~D 
Senior Vice President 

General Counsel 
TEL: (402) S36-3624 
FAX: (402) S36-364S 

terry .ferauiOO@L3.com 

1&D133-T1 

DATE 

JUL 2 ~· 9J8 

Re: Application ofLevel3 Communications, LLC for Authority to 
Provide lptmxchaoae Telecommunications Service in Florida 

Dear Ms. Bay6: 

Enclosed for filing on behalf of Level 3 Communications, LLC ("Level 3") please find an 
original and six (6) copies of Level 3's ap!'lication for authority to provide interexchange 
telecommunications service in Florida. Also enclosed is a check in the amount of$250.00 to cover 
the application filinK fee. 

u:> 

Please date-stamp the extra copy and return it to the undcnigncd in the enciQ¥<1 i'elf- · 
addressed, stamped envelope. Should you have any questions concerning this filing, pi~ d~ot · 
hesitate to contact me. r ,-,_,, 

Very truly yours, 

~u J.~!dlt/kr 
Terrence J. Ferguson 

Ltvel 3 Commualc•tloaa, LLC 

• Enclosures 

cc: Abby Jensen (w/ encl.) 

Level 3 Communications. LLC J 555 Farnam Street Omaha, Nebraska 68 I 3 I 
www.l.l.com 
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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

Level 3 Communications, LLC 

Request for Authority to Provide 
lnterexchanac Telecommunications 
Service within the State of Florida 

) 

) 
) 
) 
) 
) 

Docket No. _ _ _ _ _ 

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE INTEREXCHANGE TELECOMMUNICATIONS 
SERVICE WITHIN THE STATE OF FLORIDA 



I . Select what type of business your company will be conducting (check all that 
apply): 

CX) F•l'lllll•• ll••cd ('arrler · ~ornpw1y owns and 
operates or plans to own and operate 
telecommunications switches and transmission 
facilities in Florida. 

( ) Operator Service Provider - company provides or 
plans to provide alternative operator services for 
IXCs; or toll operator services to call aggrcgator 
locations; or clearinghouse services to bill such 
calls. 

(X) Raeller • company has or plans to have one or 
more switches, but primarily leases the transmission 
facilities of other carriers. Rills its own customer 
buc for services used. 

( ) Switchleu RebiUer - company has no switch or 
transmission facilities, but rna~· have a billing 
computer. Aggrcaates traffic to obtain bulk 
discounts from underlying carrier. Rebills end users 
at a rate above its di~~eount. hut I!ICncrully hdow tlw 
rule end uscr11 would puy lt,r unuggrcgutcd trufli<.:. 

( ) Malti-Locatioa Discount Agregator - company 
contracts with unaffiliated entities to obtain 
bulk/volume discounts under multi-location 
discount plans from certain underlying carriers. then 
offers the resold ~~ervicc hy enrolling unnllilintcd 
cwctmncrs. 

( ) Prepaid Debit Card Provider - any person or 
entity that purchases 800 access from on underlying 
carrier or unaffiliated entity for use with prepaid 
debit card service and/or encodes the cards with 
pcrsonnl idcnti lknt ion numhcr11 . 
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2. This is an application for (check one): 

(X) Ortpaal Authority (New company). 

( ) Approval ofTraasfer (To another certificated company). 

( ) Approval of Aulpment of Edlttna Certlfl~atr (To a noncertificated 
company). 

( ) Approval for Traader of Coatrol (To another certificated company). 

3. Name of corporation, partnership, cooperative, joint venture, or sole 
proprietorship: 

Level 3 Commuaiaadoaa, LLC 

4. Name under which the applicant will do busincHH (fictitious name. etc.): 

Not applicable. 

5. National address (including street name and number, post office box. city. state. 
and zip code): 

Level3 Co••aakadons, LLC 
1450 laftaite Drive 
Louilville, CO 80017 
(303) 926-3000 (Tel) 
(303) 926-3400 (Fas) 
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• 
6 . Florida address (including street name and number. post office box. city, state. 

and zip code): 

Level 3 currently does not bave a Florida address. 

7. Structure of oraanlzatlon; check which applies . 

( ) Individual (X) Corporation 
( ) Foreign Corporation ( ) Foreign Partnership 
( ) General Partnership ( ) Limited Partnership 

( ) Other. (&yd 3 is a Delaware limited Uability compaay. 
Plcuc refer to Sedloa 9 for further laformatioa. 

8. If applicant is an individual or partnership, please give name, title. and address 
of sole proprietor or partners . 

Not applicable. 

(a) Provide proof of compliance with the forelan llmlletl partnership 
statute (Chapter 620.169. FS). if applicable. 

(b) Indicate if the andivadual or any of the partners have prevwusly 
been: 

(1) adjudged bankrupt, mentally incompetent, or found guilty 
of any felony or of any crime, or whether such actions 
may result from pending proceedings. 

(2) officer, director, partner. or stockholder in any other 
Aorida certificated telephone company. If yes, give name 
of company and relationship. If no longer associated with 
company, give reason why not. 

- 4 -



• 
9. If incorporated, please give: 

(a) Proof from the Florida Secretary of State that the applicant has authority to 
operate in Florida. 

AI a limited liability company, Applicant b not .. incorponted." 
However, Applicant ll qualified to do bu•ines• in th~ Stat~ of Florida 
u a foreip limited liability company. A copy of Levd 3's certificate 
of audlority to tn11ad buslaeu in tbe State of Florida ll appended 
hereto •• Ealatblt I. (Docu•••• Nu~aber M9100000814). 

Corporation charter numhu: Not appliubl~. 

(b) Name and address of the company's Florida registered agent. 

CT Corpondoa Systems 
1200 South Plae bland Road 
Plantation, FL 33324 

(c) Provide proof of compliance with the fictitious name statute (Chapter 
865.09 FS), if applicable. 

Fictitious name registration number: Not applicable. 

(d) Indicate if any of the olliccn, director~ . nr uny ul the tcu luq~cst 

stockholders have previously been: 

(I) adjudged bankrupt. mentally incompetent. or found guilty of any 
felony or of any crime. or whether such actions may result from 
pending proceedings. 

None. 

(2) officer, director, pan.ncr. or stockholder in any other Florida 
certificated telephone company. If yes. give nan1c of company and 
rc lutionship. If no lonjler associated with company, give reason 
why IIIII 

Please ace Ellblbit 2. 

- 5 -



10. Who will serve as liaison with the Commission in regard to (please give name. title. 
address. and telephone number): 

(a) The Application: 

Terrnee J. Ferp10a 
Seaior Vice Presideet aad Geeeral CounHI 
Level 3 Commuakatioas, LLC 
3SSS Farnam StrHt 
Omaha, Nebraau 681 J I 
(402) S36-3624 (Tel) 
(402) 536-3645 (Fa1) 

(b) Official Point of Contact for the ongoing operations of the company: 

Terrence .J. fo' e,.uaon 
Senior Vice President and General Counsel 
Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, Nebraska 61131 
(402) S36-3624 (Tel) 
(402) S36-364~ (Fn) 

(c) Tariff: 

AbbyJeun 
Level 3 Communicatioaa, LLC 
14SO Infinite Orin 
LouiJville, CO 80027 
(303) 926-3000 (Tel.) 
(303) 926-3400 (Fn) 

(d) Complaints/Jnquiries from customers: 
Ken Williams -Vice President Customer Service 
Level3 Communications, LLC 
14~ lnflnitt' Orin 
l...uuinllle, CO 80027 
(303) 926-3000 (Tel.) 
(303) 926-3400 (Fu) 

-6-



1 1 . List the states in which the applicant: 

(a) Has operated as an intcrcxchangc carrier. 

Level 3 Commulliationa. LLC bu not yet begun operations in any state 
u an l•tereubaa1e carrier. 

(b) Has applications pending to be certificated as an interexchangc carrier. 

None. 

(c) Is certificated to operate as an interexchange carrier. 

Level 3 II certlftcated to operate aa an lnteruchanae carrier In 
CaUforala, District of Columbia, Georgia, llllnob, Maryland, New 
York, Pennsylvania, Virginia and WashinRfon. Level 3 i!l also 
authorized to provide lntereubanae aervice (punuant to registration or 
de-rqalation poUcia) in Colorado, Musacbusens, Micbiaan. New 
Jeney, ud Texu. 

(d) Has been denied authority to operate as ar. interexchange carrier and the 
circumstances involved. 

Applicant baa not been denied authority to operate as an lnternchanacc: 
carrier. 

(e) Has had regulatory penalties imposed for violations of telecommunications 
statutes and the circumstances involved. 

None. 

(f) Has been involved in civil court proceedings with an intcrcxchangc carrier. 
local exchange company. or other telecommunications entity and the 
circumstances involved. 
None. 

I ~ Whnt ""rvicc11 willth~· npplt,·nntullcr to nth~·• l'Crtllk ntcd t~·k·phn11,. ,. ,,llll''ltth.·~ 

(X) Facilities 
( ) Billing and Collection 
( ) Maintenance 

( ) 

( ) 

( ) Other ________________ _ 

- 7-
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13. 

14. 

Do you have a marketing program? 
Yea. However, as a start-up company, Level 3 hu not fully developed itl 
marketing program. 

Will your marketing program: 

(X) Pay commissions? 
( ) Offer sales franchises? 
( ) Ofl'cr multi-level MnlcM incentives'.' 
(X) Ofler other sales incentives? 

15. Explain any of the offers checked in quetctlon 14 (to whom. what amount. type of 
fl'llnthJse, etc.). 

Level 3 will be paying commissions to account managers and to their direct 
managen based upon a percentage of revenue generated. 

16. Who will receive the bills for your services (check allthut upply)'f 

(X) Residential Customers (X) Business Customers 
( ) PATS Providers ) PATS Stntion l ~ml - t lscrs 
( ) I Jotcl!t nnd Motels ( ) Jlott!l and Motel Uucsts 
( ) Universities ( ) Univ. Dormitory Residents 
( ) Other, 

17. Please provide the following {if applicable): 

{a) Will the name of your company app<.'nr on 1hc hill li1r yo111 ~crvt~es. unJ. if 
not, who will the hilled purty cuntuct to usk questions about the bill (provide 
nume und phone number) and how is this information provided? 
Yes, Levell's name will appear on tbe billa aent to cu•tomen. 

(b) Name and address of the firm who will bill for your services. 
Levell will either bill cuatomen directly for its service~& or will baH the 
chai'IH Included in the customer's local telephone bill punliant to 
billing and collection agreements with the underlying local nchange 
carrier. 

18. Please provide all available documentation demonstrating that the applicant has the 
following capabilities to provide interexchange telecommunications service in 
Florida. 

A I 1111111~ lit I ~uptthal ll )' . 

- 8 -



Regarding the showing of financial capability. the foilowing applies: The 
applicution should contain the applicant· s financiaJ statements for the most 
recent 3 years, including: 

1. the balance sheet 

2. income statement 

3. statement of retained earnings. 

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

I . Please provide: documentation that the applicant has suflicicnt linan~.:ial capability to 
provide the requested service in the geographic area proposed to be served. 

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

3. Plc:ase 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 docs not have audited financial statements. it shall be so stated. The 
unaudited financial statements should then be signed hy the applicant· s chief executive 
officer and chief financiaJ officer. The signatures should affinn that the financiaJ statements 
are true and correct. 

See Exhibit 3. 

B. Managerial capability. 

SH Exhibit 4. 

C . Technical capability. 

See Exhibit 4. 

- ') -



1 1) Plcww: ~tuhmit the proposed tariff under which the company plans to begin operation. 
Use the fonnut required by Cnrnmill!lion Rule 25-24 .48~ (example enclosed). 

Level J's proposed interuchanae tariff il appended hereto •• Exhibit 5. 

20. The applicant will provide the following interexchange carrier services (check aJI that 
apply): 
Appliunt l1 1eeldna authority to provide all form• of dlrec:t dialeo 
interexc:haage 1ervlca on a resale ba1ll or throuah Ita own facilltie. (when those 
are deployed). 

( ) MTS with diltance seaslttn per IDinute rata 

( ) Method of access is FGA 
( ) Method of access is FOB 
( ) Method of access is FGD 
( ) Method of access is 800 

(X) MTS wltll route specific rat11 per minute 

( ) Method of access is FGA 
( ) Method of u~ce11s ill H.iB 
(X) Method of access is FGD 
(X) Method of access is 800 

( ) MTS with statewide flat rata per IDinute (/.~ .• not distance aenaitln) 

( ) Method of access is FGA 
( ) Method of access is FOB 
(X) Method of access is FGD 
(X) Method of access is 800 

( ) MTS for pay telephone service provlden 

( ) Dloc:k-of-tlmt' ullin a plan ( Meach Out •·lorida, Minac A mcrica, "'". 1 

(X) 800 Serrice (ToU free) 

(X) WATS-type Service (bulk or volume dilcounl) 
(X) Method of access is via dedicated facilities 
CX) Method of access is via switched facilities 

- 10 -



(I.e .• 1.5•14 mbs .• DS-3. etc.) 

(X) Travel Service 
( ) Method c f access is 950 
(X) Method c.f access is 800 

( ) 900 Sen lee 

(X) Operalu1r Nervlc:ca 
(X) Available: to presubscribed customers 
( ) A vai lablc: to non-presubscri bed customers ~ i. e . to 

patrons of hotels, students in universities. patients in 
hospitals) 

( ) A vailablt: to inmates 

Services included are: 

(X) Station assistance 
(X) Person-to-Penon assistance 
(X) Directory assistance 
(X) Operator verify nnd interrupt 
(X) Conference calling 

21. What does the end-user dial for each of the interexchangc carrier services that were 
checked in services included (above)? 
The end-user will dial either "I" or an 800 number to access these servicn. 

22. ( ) Other: Not AppUcahle 

• I 1 -



•• ~PfLICANI ACKNOWLEDG~llTATEMENT • * 

1. REGULATORY ASSESSMENT FEE: I understand that all telephone companies must 
pay a regulatory assessment fee in the unount of .15 of one percent of its gross operating 
revenue derived from intrastate business. Regardless of the gross operating revenue of a 
company, a minimum annual assessment fee 01 $50 is required. 

2. GROSS RECEIPTS TAX: I understand that all telephone companit"s must pay a gross 
receipts tax of two and one-half percent on all intra und interstate husincss. 

3. SALES TAX: I understand that a seven percent saJes tux must he paid on intru und 

intentate revenues. 

4. APPLICATION FEF.: t\ non-rcfundohle opplkutinn fcc of S250.00 must he 1-.1hmittcd 
with the application. 

5. RECEIPT AND VNDERST ANDING OF RULES: I acknowledge rC\:Cipt and 
understanding of the Florida Public Service Commiasion's Rules and Orders relating to 
my provision of interexchange telephone service in Florida. I also understand that it is 
my respv.lsibility to comply with all current and future Commission requirements 
regarding intcrcxchanlle telephone scrvi~.:c . 

6. ACCURACY OF APPLICATION: By my signature below, I, the undersigned owner 
or officer of the named utility in the application. auest to the accuracy of the information 
contained in this application and associated attachments. I have read the foregoing and 
declare that. to the best of my knowledge and belief, the information is a true and correct 
statement. Further, I am aware that, punuant to Chapter 8J7.06, Florida Statutes, 
"Whoever kaowlagly makn a false statement In wrttlaa with the intent to mislead a 
public aenaat in the performance or hb omcial duty shall be guilty or a 
misdemeanor of the second dqree, punishable u provided in a. 775.082 and s. 775-
083." 

UTILITY OFFICIAL; /.Yl 
~.-.c....;"--"-...._,_ +1-'o......;_~a:..;_----

'li<rrC!nn .•.• ra n 
Senior Vice l'rakt nt and 
Geaeral Counsel 
Level 3 Communications, LLC 

- 12 . 
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!4Ql) S36-3624 
Telephone Number 



•• APPENDIX A ** 

CUSTOMER DEPOSITS AND ADVANCE PAYMENTS 

A statement of how the Commission can be assured of the security of the customer· s 
deposits and advance payments may be responded to in one of the following ways (applicant. 
please check one): 

(X) The appUcant will not ~ollect deposita nor will it ~ollect paymentJ for servi~e 
more tbaa oat •oatil in advanee. 

( ) The applicant will file with the Comnlluion and maintain a surety bond in 
an amount equal to tht nrnnt balan~e or depn•lt" and •clnn~e p•ymrnh in 
eue11 ur one month. (Dund must u~ompany application.) 

UTILITY OFFICIAL; 

General Counsel 
Level 3 Communi~atioas, LLC <40llS36-36l4 

Telephone Number 

- I)-
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** APPENDIX 8 ** 

INTRASTATE NETWORK 

Initially, Level 3 piau to resell tlae laterescbaaae Hn'ices of other certificated 
interescbange carrien. Eventually, Level 3 ,may coutruct itJ own interescbange 
fac:llllln. At thia time, Level3 doa not have a detailed plan ofwhere and eudly which 
kind of facilities U will c:onatruc:t. Level J plana to lnatall 11witc:hn In •nerai Florida 
Citia, ucl will lease aadlor construct ftber to IXC POPs and to a number of ILEC 
Ceetnl Ofllcel aad Ta...._ Levtl3 also plaaa to InN fiber between cities in a route 
divene ring ardlitecture. 

I. POP: Addresses where located. and indicate if owned or leased. 

I) See Above 2) 

3) 4) 

2. SWITCHES: Addresses where located, by type of switch, and indicate if owned or lea'ied. 

I) See Above 2) 

3) 4) 

3. TRANSMISSION FACILITIES: POP-to-POP facilities by type of facilities (microwave, 
fiber. copper. satellite. etc.) and indicate if owned or leased. 

POP-to-POP OWNL:RSJ liP 

I) See Above 

2) 

- 14 -



• 
.. APPENDIX 8 .. 

INTRASTATF. NETWORk (continued) 

4. ORIGINATING SERVICE: Please provide the list of exchanges where you are proposing 
to provide originating service within thirty (30) days after the effective date of the cenificate 
(Appendix D). 

Level J seeks authority to originate interexchange telecommunications service 
throughout the State of Florida. 

5. TRAFFIC RESTRICJ10NS: Please explain how the applicant will r.>mply with the 
EAEA requirements contained in Commission Rule 25-24.471(4)(a) (coj)y enclosed). 

Level 3 laitially proposes to provide iatereschaa1e service oa a male basis. The 
fertlflnted l'arrien from which Level 3 will purchaae service• for resale will be 
··~•llun•tble fur &:unaplyinl& wtlh ( 'umnll11lun Mule l~·l4.•t7 I (4)(•). WhC'n l .n .. l ·' 
deploys ita own facilities-hued intereubange service, it will do so in a manner that 
recopiza tlaat "the local nchaaae company •hall be the 10le carrier for 0+ local, 0-
local and 0- latnLA T A toll calls dialed by end UHn." Level 3 t~ill .. not change or 
augment the diallag pattern of end usen for such calb." Level 3 will only provide 
intraLATA toll services to end usen who dial Level3's access code (either. 800, or 
lOX XX). 

6. CURRENT FLORIDA INTRASTATE SERVICES: Applicant hus ( l or hus not (X l 
previously provided intrastate telecommunications in Florida. If the answer is has. fully 
describe the following: 

a) What services have been provided and when did these services begin? 

b) If the services are not currently offered. when were they discontinued'' 

UTJLIJY OFFICIAL: (- ~i ' , /t lrl · /_1.,_ LI /.LIIY' 
'hrrenn .1. ~~u.,~ 
Senior Vice t•resld~n· a&nd 
General Counsel 
Level 3 Communications, LLC 

- 15 -
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{401) 536-3624 
Telephone Number 



** APPENDIX C ** 

FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES 

Oescribc the acrvicc area In which you hold yoursc:lf out to provide t~Crvicc hy telephone 
company exchange. If all services listed in your tariff arc not offered at all locations. so indicate. 

In 1111 cmnt tu Wl!lillt you, uttm:hcd is u list uf major cxdumgcs in FlonJu showmg the smull 
exchanges with which each has extended area service (EAS). 

• • FLORIDA EAS FOR MAJOR EXCHANGES • • 

PENSACOLA: 

PANAMA CITY: 

TALLAHASSEE: 

. lt\\KSONVII .I.F: 

GAINESVILLE: 

OCALA: 

- 16 -

Cantonment. Gulf Breeze 
Pace, Milton llollcy-Navarrc. 

Lynn Haven. f>unama City Beach. 
Youngstown-Fountain and Tyndall 
AFB. 

Crawfordville, Havana. Monticello. 
Panacea. Sopchoppy and St. Marks . 

Bnldwin. Ft < il·nr~c . .lndl'mrwi I k 
lkm II. l 'allahuu. MnJ\Vtllc. 
Middleburg. Orange Park. Ponte 
Vedra and Julington. 

Alachua, Archer. Brooker. Hawthorne. 
High Springs. Melrose. Micanopy. 
Ncwhcrry tmd Wnldo 

llellcview. Citra. Dunnellon. Forest 
Lady Lake (B21 ). Mcintosh. Oklawdha. 
Orange Springs, Salt Springs and 
Silver Springs Shores. 



** APPENDIX C ** 

FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES (continued) 

TAMPA: 

CLEARWATER: 

ST. PETERSBURG: 

LAKELAND: 

< HU .A N 1>0. 

WINTER PARK : 

r1 1'1 fSVII .I F 

COCOA: 

MELBOURNE: 

SARASOTA: 

I I 

Central None 
East 
North 
South 
West 

Plant City 
/ .cphyrhills 
Palmetto 
Clearwater 

St. Petersburg. Tampa-West and 
Tarpon Springs. 

Clearwater. 

Rartow, Mulberry. Plant City, Polk 
City nncJ Winter lluvcn. 

Apupil.n. ht!et ( >rnn~c. l .nil.l: Buena 
Vista. Oviedo. Windermere. Winter 
Garden. Winter Park. Montverde. 
Reedy Creek and Oviedo-Winter 
Springs. 

Aupoku. l·.ust C >runge. l .ukc l4ucnu 
Vista. Orlando. Oviedo. Sanf(,rd. 
Windermere. Winter Garden. 
Oviedo-Winter Springs Reed. Creek. 
Geneva and Mont\ crdc 

Cocoa Beach. Eau Galhe. Melbourne 
and Titusvilh:. 

Cocoa. Cocoa Beach. Fau (iallie and 
Sd,nst inn 

Bradenton. Myakka and Vcni~:c . 



• 
"" AI'PENDIX c; "" 

FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES (continued) 

FT. MYERS: 

NAPLES: 

WEST PALM BEACH: 

POMPANO BEACH: 

FT. LAUDERDALE: 

I lOLL YWOOD: 

NORTH DADE: 

MIAMI : 

Cape Coral, Fl. Myers Beach, North 
Cape Coral, North Ft. Myers. Jline 
Island. Lehigh Acres and 
Snnihd-Cnpti va l ~lund~ 

Marco Island and North Naples. 

Boynton Beach and Jupiter. 

Bncn Raton. Corul Springs. Deerfield 
Beach and 1-'t. l.audcrdalc 

Coral Springs. Deerfield Beach. 
llollywood and Pompano Beach. 

Ft. Lauderdale and North Dade. 

I lollywood. Miami and Pcrrmc. 

Homestead, North Dade and Perrine. 

Level 3 IIHiu authority to onainate intereuhanae tel«ommunintions services 
throughout the State or Florida at the rata identified in its propoud tariff attached 
hereto u Exhibit~. 

UTJLIT¥ OFFICIAL; 
Terrence . r 
s.,nlur Vlu l'r•t 
General (;ounael 
Level 3 Communications, LLC 

- I 8 -

(4Ql) 536-3624 
Telephone Number 



EXHIBIT I 

Certlncat~ of Authority to Transad Busiaas 

I 



-- -- - ---- ·- ..... _ ··- ., .. ... . 

Daoember 8, 1997 

CT CORPORATION SYSTEM 

TALL.AHA88EE, FL 

..... . ' ..,.~-

Qualification documer* for LEVEL 3 COMMUNICATIONS, LLC .,. flied on 
Decemberl,1117, .,., IMignld docunlnt nwnblr M87000000124. Pleue 
r.ter to thll nwnblr ....._ ooneponclng with thll aftloe. 

Your limited I!BIIty ~ II now qualified and authorlzed to tranaat 
buslneu in Florida • of hi fifj data. 

A limited liability 00111PMY !f"u.l ~will be eM thil oftloe ~ ~ 1 
and May 1 of=' fOIICMing the callndat ~ the fie dlt8. A Federal 
Emplorir ldlnll (IIQ Niillllr will be .,.. blrln thll NDOrt can be 
filed. If you do nat llrlldV have • FEI nllnber, pleue ~ NOW with the 
lrumaJ ~by cdlnci 1-100-12N871 and r.queet~ng fOrm 88-4. 

Pleue be aware If the limited llabl~ company add.- ahangel, It Ia the 
re1poneMtty of the corporation to nallfy th .. amoe. 
Should you haw ~ gueltionl ...-rclna thll maa., pr.u. telephone (1&0) 
487-8051, the AegletiaiiOn and au.lllladcit Secaon. 

Qathy A Mitchell 
Corpora =lilt DMIIon of :pc;ratfone 

Diviaion otCorporationa- P.O. BOX 6327 -T•1l•hea••• J'lDrida 82814 



. . 
.. t .. 
APPUCATION BY FOREIGN LIMITED LL\BILrrY COMPANY FOR 

AVTBORIZA TION TO 'l'RANSACI' BUSINESS IN FLORIDA 

IN COMPUANCE WI1H SECTION 608.50J, FLORIDA STA'IV7'ES, THE FOUOWLVG IS 
SUBMTITED TO REGISTER A FOREIGN UM11'ED LJAB/JJI'Y COMPANY TO TIWISACI 
BUSINESS IN THE STATE OF FLOIUDA: 

6 Dec.aber 1, 1997 . ------~.-~----~~~~.-~~--~~~=-~~--~~~~--(&ia tliii rrumm.la PIOridL <S•IIOdau 608301. 608.31i£ IDilit7.1!3, F.S.) 

7 3555 Paraaa Straat 
. -------~----~--~----------------------------------

Cuba, lfabruka 61131 
<Sa.c ldaml 01 prtaap..l 068> 

8. Ust name. Cide, &ad blllinaalddraa of oacb manqin1 rumber(MORM] or manapr[MOR)wbo 
will manap the foreip limited liability CompiAY ill.Plarida: (lltleh add.idooal pAp if necessary) 

NAME AADDRISS: TrrLE: NAME a ADDRKSSr TITLE: 

J .... Q. Crow !tim T~n•c• J. JeE"JUaOU ~ 

355~ farnaa Straat 3SSS Paruaa Stre•t 

auba, n 68131 Ollah&, n 68131 

1.. Doul!u lradbu& M:JI. 

3,5, rara.a ltraae 

Oluha, n 68131 



AFFIDA VJT OFMEMBERSBIP AND CONTRIBUTIONS OF FOREIGN 
LU.UTED LIABILITY COMPANY ·: 

The undenianeclmembet or awborizcd represenwive of a member of --------­
Lev-'. 3 eo-mtcattou, U.C deposes and uya: 

4) the total amount of caah or property amiciplled to be c~buted by member(" is 

s l e 000.00 . TbiJ uxal includea amoullt1 from 2 IDd 3 above. 

(In a.ccordaDce wirh on 608.408(3), Florida Sramw, the ~"Ution of 
thia affidavit connicutea an affltmacion UDdar the pcnaltlea of perjury that 

the facts stated herein are aue.) 
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CERTIFICATE OF DESIGNATION OJ, 

REGISTERED AGENT/REGISTEBED OFFICE 

PURSUANT TO Tim PICMSIONS OP SBCilON 608.415 or 608.507, FLORIDA STAn.TT!S, 1HE 
UNDBRSIONBO LlMlT!D LIABIUTY COMPANY SUBMITS THB POU.OWJNlJ ST ATSMENT 
IN DESIONATINO nm REGISTBRJ!t) OPFICBIRBGISTERID AQENI', IN Til! STATB OP 
FLORIDA. 

Lual ! Oowom1catt.ou, LLC 

2. The name ad addreaa of the re,Uand qenc and office is: 

(OtyiSCIWZip) 

Having HDI 1tlllfWtl AI refilrvltl GJDil and to *"P' UI"Vkl of proc.u .for IM tlbow srat~d llm111d 
Jlabtltry CDI'ft/J(li'I'Y til rJw p/11&1 tUiif'JIIffd ttl dtll cutViCGU, / Mrtby a«qt W appotNmmt as rtglntrtd 
agtnr and iJI"' ID lid lit dtu cllpildl)'· I ~rrlwr a,m ID comp~ wtth 1M prt1tlis101L1 of all stiZIUIU 
rtla.ring to 1M propu tlltll ctJmp/611 pcr/Dmt111tC1 fl/ "')' d,.rtu, and/ Ml jamtlw wttlt and t#Cipl IM 
oblltartoru of my poltri.M tu ,.,isrtrwd GJDIL 

~c. ~lj)~J 
(SlpllUrt) 

Anne E. ~. Aut. Secy. 

~~Fee: $ 3! tor Dutanatton of R•ll•tered Aaeat 



t;XIIIBIJ l 

Ofllcer Atllliatioaa wltla Florida Certilkated Telepboae Compaalea 

Listed next to the individuals officers and/or managers of l.cvcl 1 Communications. I.I.C 
below are any companies certified to provide telecommunications services in Florida of which they 
have hcen an officer, director or one of the ten largest stockholders. 

James Q. Crowe 

l>oug Bradbury 

Terry Ferguson 

Metropolitan Fiber Sylleml c f Florida. Inc. (officer and director from 
November 1988 to November 1992 • became an officer of its parent) 

MFS lntelcnct of Flnrido. Inc (nllkcr nnd d•n.•rh'r 11·11111 h:h1unr~ 
IIJIJ•I '" Jtlllt' I '"'4 • hcc&unc 1111 ullkcr ul Its parent) 

WorldCom, Inc. (Chajnnan of the Board from January 1997 to June 
1997 • left to start Level 3) 

lnacom Communications. Inc. (presently u director) 

American Pioneer Telephone. Inc. ( oniccr and shareholder fmm 1985 
to 1988 - left to join M FS) 

Metropolitan Fiber Systems of Florida, Inc. (officer and director from 
November 1988 to November 1992 - became an officer of 1ts parent) 

MFS lntdt•nct uf FlunJu. lm:. (olliccr und director from February 
1994 to June 1994 - became an officer of its parent) 

WorldCom, Inc. (director from January 1997 to February 1997 - left 
to join Level 3) 

Metropolitan Fiber Systems of Florida. lm· (ollin·r und dm·,·t"' lr11111 

June IIJHQ In Fchrunry 1111)7 · len '" .1,,.,, I l'\'l'l \ l 

MFS lntclcnet of Florida. Inc . (officer wtd director from February 
1994 to February 1997 - left to join Level J) 



EXWBITJ 

Financial QuallftcatloDJ 

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. Level) is wholly-owned by its sole 

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

Communications, Inc. As a start-up company, Level 3 will rely on the financial resources of Level 

3 Communications, Inc. to provide initial capital investment and to fund operutang losses during the 

start-up phase of operations. Level3 Communications, Inc. has financed Level3 '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 Exhibit4 are copies ofLt:vel3 Communications, Inc.'s 1997 Annual 

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

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

Level3 Communications, Inc. (fonnerly known as Kiewit Diversified Group Inc.), 
previously was a subsidiary of Peter Kiewit Sons', Inc. Level 3 Communications, Inc. subsequently 
merged into Peter Kiewit Sona', Inc., and the surviving entity chanMed its nanlc to Level J 
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 fonns filed ur der the name of 
Peter Kiewit Sons o o Inc. 
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1997 FINANCIAL PERFORMANCE 

1 ')97 wa.s a 'ignifiLant ye;u for the «tmpan)'· l..uc 111 the yC"ar, .1 new lun111e'l plan wa~ 

r• t ~hilai!Ni tu f,., "' 1111 du· !""'''""" nl , """"""" Allrtn\ "'' "" r ' "''"!( rhr fr •rnewoHk o f 

Kiewit IJiverslfied Group IrK. (II. I )l ,) ·" thr luutHIAIIIIII I hr, ""'I'•"' w•' "'"·'""'" I r vrl I 

C.mnmunicatioru, Inc. The lerrer to ~tockholders, whach hcgans o n rhe la..:mg po~ge . . ulJre~n 

th.u plan anJ tht VtJftllli~ll"t l1vrl I ( 11111111111111 II IIIItH 1'1'111!! l(u wo~~~l 

For 1997, the company\ revenue~ Je..:rt"".~SCd 10 $3.32 million durmg the' 1.! month 

period from $6'>2 mil!ton 111 I ? '.16 The JLCOunung for the rcorg:mtu llon of the< ·-TI-.< · 

Companies, completed on Sept em her 30. I 'J'J7 , significantly o~ffe<.: tC'J rlus numhcr. (For morr 

tkt4iJ. s« fNltts K-7.) Earnin~ lo r 1')')7 were $l)j million , or SO.hh per ,hare. u •mpJred 

with $113 million. or $0 .90 per share. for the same period a ~r C2rlu~r. rhe dedme w:u 

anribut<lble to, among other than~: dcLrea.scs in revenueJo from KD< ;-_ tml mmrng .a..:uvillt"~: 
a sharp incrcast" in general and admuustrauve expenses within the exputdmg mlormauon 

services business: increased losses related to C4JUI!Y anvcstmenu an v.mou) .!cvdopm~ 
telecommunications u mcc-rm, and m up<wmg 111 tnlercst expcme :-:mo~hly. At the end of dt• 
yc .. t, tltr llliiiJ'.l iiY\ wutiUIII( • Af•ll .tl lo.ul IIH rr~•r.l I Oh !'<'Ill" III oovr l l ' l'llo too S '(•.' nullonn t 

a result of cash generated by oper:tuons o~nJ >~gouti~""' firurh .. lltl( J• ' " non 

Prior to csu.bli.Jhing iu new bmme~• plan, 1\D< ;\ .a.\~1) """ . red of rrwrumcnh 111 .a v<111 

of companies. comprisin~ rhe non co nsuucttnn holdings of l'ercr 1\.tcwtt .om'. lnl. Anw 
tlu).SC non ,·onstrnl llnn hll,lll l"\\<'> wa.' • 2'1 % 1111erc'r 111 ( :..IF..nrq~y ( ·nmrunv. f,., . wlu• 

January l. I ')')0 . w;u \niJ to ( •ll·.nr ri'Y 1/·or murr tnjormolfltllt. •rr /'•'X' A' II t 

LEVELl coMMUNICAnoNs ' 
\ F.I ECTFD HNAl'•II :IAl OA I'A 

Retuhl of o,.r.uoa 
~c:nur 
Earning.s from conttnlllllf( npC'to~tton• 
Net e-arnings 

Per Common Share 
E.urun~\ frorn \ llflflfH IIU~ n p r t .. ltln lt \ 

HA.)ll 
Diluted 

Net carnin~ 
Basic 
Diluted 

Divrdend.s 
Book value 

financial Position 
' li ttlll ....... , 
( :uur nl I" ''""" ool 1""1( 1<' 111 1 d r hr 
L.on15·tcrm dchr . lc~ d Jtrrnr I'""'"" 
Stockholdc.n' equaty 

1197 

s n 2 
Ill 

1.411 

.hi> 

I I _(,', 

.,, , _, ..., 

I I ' 

1.57H 

• Q, f-*'7 I 9. 1998. K'utvtr Du•mrfi" <---~1 l~~r (KDGJ. " ... ow/wry •J f'nn I 
ch..11~ "' ,.,_ ttl &wf J C."'"'~'uun""' fru T1tu 140U u tb.wm ftvm ol.. ,,r/,o 
tJ., S:,....,.,, """ F...uh.."t" r.,..,.,.uu•• b. l'rrn K"""' s.,.,: f•u fo• tJ., ,.,.,J .,..,,. 
I '1'17 """ "fo"' tJ., ..,.,./,, uj Kllf; 



T 0 0 U R STOCKHOLDERS 

T odJv. 111 the cummunrcuions ind ustry, one: of the: great opportunl!ln 111 t\nu· r •< ~ ll 

1111•1!11'U IO llllillldl! t~ 1\ fllfh laOlt'!ltlll IC'chOOiosical &hift i1 OCCUrring mat WC: bc:JIC:VC 

" .~., •mportalll .u the ~luh from telegtliJ!It to ttk!JhiJIIC!, (1(1111 III~Utfwur tn fiC'"unal 

""'l'''"'r. "' froom va(tllo m ruhc\ to rranststors and integrated circuus . 11HJ fundamental 

.Joolo '" .,., '"'"'"J:v "Jloo·.odv, h.tn~o11g th<" 111dusrrv and crc:arin~ A huge Oflf)Ortunuy for li<"W 
<'1111.111!\ .111d l'll lr<'f.H<"IICIIII.tl <Uili!'A IIIC> Wl!h \llllll l<"ll l l .&J>ll.&l. VUICOII .&lid 111 .&11.&1\1' 111<"111 

\ll<'ll~th 10 move aggres.srvd y. 

The Opportunity 
I h.11 funJ;unemalrcchnolog•cal change: rhat ia redefining the: indwrry at ru root~ Ill 1hc 

""'' ''" l•nm the IOO· v<".H old c.:i ra .1ir switching technology - that u still the: prc:dommanr 
•· • lo ooooloot: ' ooo doc II Jd ll o• HIJ i rdcphonc: <.:nm pany nc:tworlu - to the: n~cr lnrc:mc:r Protocol 

' , ,., I'·' '"'' I'·'' l..cl " ' '" ' loo "J: I ,., , , ""'"~"'' rh .. ~clvalll:lltC .,( rlocse new II' rechnolo~t•e• " I hc 
pmv<"r ol \lmpl<" e-.onom1u.. II' ncrwurlo cusr lcs.-. l'hc u l\1 ol mov1ng onlooJUI.&I ono• " """ltlo 

Jll II ' nr twurk •~ 111111 It lnwer rh~n rhmugh a rradiuo n.&l c~rcuit switched ncrwork. l>e<..w sc 

II' '~"' lu1ololty mo~kn tiiULh lllllft cflicirnt U4e of the uan1miaion "p•pt" ur llctwork. 

I I,. • "' '"' \ Wit< h"'l~ lro l"''''"ltY ""'"on.& ua<litinnal rdc:phonc: network indiicicnrly opcru And 
111.1111 1.1111\ .1 dcJ o, .ll,·d I on<" whc:-nC"vrt • • •ll•l mAde:, rqr.ardle" uf rh~ dcii\IIY ul rhc •nfurnutoon 

1><' 1111( lf.lnsnuued. I'll<' ~~·~ulr 15 w:urc:d ~.&pacrry or "qurer ' pou " a.\ th.- end ILI·cnJ « IIIII <"< uon 

remJII1~ 111 p la<.e even dunng rhosc: momc.nu when no actual infornuuon 11 bc:mg 1rarumurc:d 

Cm1vc"dv. the newer IP packet technology brc:aJu rhc: information down into pieces. places 

1hc:-m m ro de(tronrc "c:nvdopc:s" or packeu with c:lt:ctronic "addreucs." and rhc:n filh thr 

1''1" wo do d ... ~,. pK ker< of information. The packru not only fill chc: pipe. but arc: also 

1 .. . · •· .t ' '" " I' ol,. w • • t., ' I" • •• ' • " '"J'Iftrl\ oor rnlltf'l\ •hat read rhr addrc:s.s mfornurion :1110 

dau·, t t:.h._ft t '·h " c.-c .J it ll l~ d u l.ut_. ~ , lut&l r- • • • I U .t. t flu .. l t u f t wJ.,.-, ,. o~ll of tltr J'lf't ,... "' 

ullorm.awn u e reassembled. ready lo r reu :opt b y lA~ . """fHI!co "' ll>l<"&u· • All .. t "'" •• 1 .. , 

pi•· c Ill J fr4ction of 4 second. (For II morr wrkd rornp4nson o[CIInlll Sunrrlung and l 'adur 

'\u,u rhmg. JU p 11f(r I 0.) 

1 .. , ,,J,·"'·"''I ·J., ,f, tfr~r·n, .. hc:-tw<"cn u n.:Uit swuclun~ Jnd p<~cker switdun~. another 
l~t·l p 1 1d ' ull 'l'·''"'''1 nu~l 11 he tn vt, u.tl llc.' .tn 111I C' I\I .H r lu~h w.av hc-twt"c:n rwn uti C"\ 

I r.od11ounal telephone' re<.hnology would dcdia te "' -.ummll Jll C'II!IIC IJII<' ool do<· llll(low• y '" 

" '"' l .ll for the:- duratiOn or Its rn p. The: n~cr II' rcchnology would till all o l !he t,.,~, wllh 

lr.trlic, w11h l111e' o t Lars 111 each lane. IP simply makes much more d fiCJent usc: of the 

"h•ghwJv" or !IJII \IlliS\1011 p;uh. 

' \ 'J.,.,J,., I'·" kr • ' "'" ' hon~t will dnminatc: over rhc older circuit swird1ed telephone: network 

'" '"'' " 1 .. "'I' .t.t . .. .. l r-.; .. " ' " J..,.,,,..VI"t. '~" de11v that pacl<<'l ~•rch111~ tt'~:hnnlo!(y •~ 

111tp1o\1Ut:) f .l -. I C I 1h..a11 " '' ' 1111 '\Wih htU~oft If' ' lll utiiiK)' J\,tt ll thiiV. l u l'f'" ft 1 \ t;.Vt 1~ . .tU .t rt .t i Yt l 

wuh Northeast Consulung ~erviLClo, circuit swud ung tc<.hnulul)''"' • •r dooo& lolull( doru 

l ~<"durutJncc:lcost ratio every 80 momhs, while packer swrtching tc:chnolog•e~ doul-1<' rh .. 

rJ!I<I C'Ve i V ,!() lllO!lUU - lllc:.&!li!lg paCket fWitching tech iiOfogie.t lfC: improving mud 1 faster 

•h.111 , " ' 1111 ' wuchmg rcchnolog•cs. That hugt improvc:mcnl difference:. says Sevcik. 

t:" *' ''"''" '"'' f f ltl t1lph ti t p;a.._ kt"t (WIIChing ... 

"W.'rewttness.lq 
.... d ...... 

••••I•IINIIIIIft­................ -
from the ....... ph to the 
....... or from the 
... , ...... to the PC. 
• ..,. .. WIOI1IIOUI 

colt ........ .,., the 
100,......... drcutt 
twitched Mtworb." 

'"'' ' ' 
1 

I ) I '"""' ' 

Ln.,/ f J ··~~~~~'"' 
11Ni r :tu 



"IP Is the most .t111 

technluldlelaq1 
totheu......_ 
phone tKhnolog, .. 

... Into Its-··· ...... , ... 
- Wall Sueet Journal 

'"""""' .'II f Y911 

Merllet Lerwety unc.,,ec~ 
Althuut;h tlu·u· .,,,4

, ulu u .. uu• . I'HIIt411h \A..tth ulf.,llll .f tl'"' th.a t " tutt•"t-; "·uu11 ~c 'l" h .n 

htgh--quality v01a ~nd rr.~l -umc vtdro, the rn~Jonty o f tnlorm~ttun tramrnutcd hv 

c:orporacioru tO<hy - tnduding lues, data, audio and vtdro filn •~ enunt'ntly \llll~hlr fur 

paJ!rl rwhd1 lrillllOIIUIIIII 

However, if you add up ~11 ol tht' markeu , urrcndy .uldreHc<l by the lnrcruer pruvtdr" 

dau scrvtccs. Internet 2<-<-~ ur IP telephony ~nd II' vtrtual pnv:uc nt'tworlo you'll hnd 

that the total represent! Ah<ntt S41 billwn. le~• tha11 I 0 Jl<' llC"nt ••f th<" Av:ulahl<' ~loh.t f 

marker today. The reAlly stgnslicanr mark<"t " fur lu~h qu~lu v. -.c< urc \WII<.hcd rd<"phuny 

and fax. which lS nut currently addressed by cxtsllnt; II' nC'tworlo. ~nd th~r utwunr' 10 well 

over $540 billion. "11m il tht market ILVd 3 plans w ~ddrm 

~ Dltlltewdl 0Mftall11 V.... 
The tradirional rclcphune nnworlo ~till usc thC' '~Ill <' huhiJmrnt~l redmuloK_v tl•~• WJ\ 

<lrvt'lnJ>rd ~• thr 111111 ol rhr <f"lllllly, Jllllll~/IIY '" luoollr ' "" ,- r r.;ll~o l<HI.;v. v"" c" J 
diminl51ung JMOH.ent.al(r uf u unrnunu:auom rrafft< L' wr ~•<' wun<"'-\111!1 lllll< h ,hMJICI ~rowth 

in data and [;u transmr~sron. In fact , .,., bd1cve th;u t'venluAIIy voKe may be- ufler<"d 

without uuge based charge~ .u part of b:a<\IC l lllllnlllllllAII<>. a ~lle~' · rn IIHil h rhr '·'""" w.1v 

as ~mad u part of hull Internet acca~ 

Moreover, there 15 not only a fundamental sheft 111 rnhnolu~. hur ~-' ~ re< eru .;rtrd~ 111 the 

WAI I q ll l!l'"f IO!IM NAI llfllr"<f. thr 1111111\IIV 1\ .;J,., \C'r lll l( .1 " hlllllAIIII' IIIAl \ IIIII 111 llrvr' ll ll<"lll \ 

IU t lr1 1U•fl•l ftlf luy)t •ln rtlt l"t" II .UUfltiU it l l l .uul .&1 tf'"\\ 1ft tltr l n l ti!UI 1U 1 fl I~ t II III I \ \ l h J. 

.u AJ'6( 1 .wd the lkll~ "'"" "I'K'"J<' dt<'ll 11r twork. Ill h.wdlC' ~~~"""'!) lr11 rr 11r l !l .tfh, .;l""t; 
with U'adirional vora phone <.alu," noted rhe .mu.:Je, whtc.h LOnunurd. 

· rht ttl«o"'"'""'rttllo'u mtiiUtry ~"' i ha1" a uu of,,, lntrrnn trr~ffir "xrowmx 

/ ,000% a y~ttr and d.lta tra!Jir owr thr publu nt'lu'()r/t ,, dnuiJ/m,r, .umu.s/1~ Voter ,·,,IJmg, 
by roniTIIJI. 11 rxpandm~ ill a '"'f!.V-dlf!.ll ruu '/ ),t/•1 ,..,J/ ,J, , " ""'for , , ,., tf,,,,, 'l~'ln of rJ.r 

lriljfi• "" thr ru!Jiu rtrflr ·o rlt lty thr l'f'ilr ! I HI\ .u u/t/, , ,, rl/f•"• r /' 111•/r, , ,, rurn to .ulott .t 

11ru1 arclntC'rturr Jor handlmx I'Ohr. rLitil .md 111dro tr.trumtu ron . •• nd t /.r-11tup/.r r \ tL\ . 

an lll'llliy11 at l.owrn & I .o • r 

Bccau.&c the nc-w tcdutoluKY ntJkc-a rnud1 nture rffi, IC'III u\r ,,f du· 11 ~mrru"'"n prpr lty 

filling it and movmg munvc ~muunu uf 111furmarwn l;urer. II' rn lutolol(y u l><"llrr ~l·lr to 

address thr l(rtiWIIll( .it'tn.llll f111 l ~f'• l II V 1\\ \onft w-•rr ' lllllf'JIIU"' • Hllllflllf Ill drvrfop IIIHtr 

'"l't"'"'"' .. l ''" '" "' "'1'1 '1 '' '"''" ' du ,,., .J f, , , 1,,,., 1"' '''"' .. ,. 1 '""" dftot• lll ''" "'"'" '" 'II 
nuly llh 1r .uC" 

Ec~ca DriYe ca. .... To New TeciNiolotY 
The single, overriding force dur will move tht' 111du~uy ro rhr new II' rct:hno!•lK)' a~ >rrnpl<' 

economics. The dficacnua made po"iblc by rhc underly&nl( II' rec:hnulogy ~rc '" >lgn tliunr. 
thar d1t' cost rrnpllcauon1 arc cnorrnnu> ~~~d rrrduuhlr 



h ol n.lllll'k· (,,.(~y. IIlii .UH&(yJil of II~IW<II k \ll>l> \IIIIW> th~t If )'1111 W~lll Ill 111\.IVC rill· 

~mou111 ol mlormation on a CD ROM - apprmumatdy the conrcnu of .111 ctgh• volurnC" 

encyclopedia set - from ~York to Leu AngdcA, it will l'CI\t A Lllrtlrt Af'p11111111atrly S.l ' 
uvct ~ tr..JitlunaiJ'hnnt nctwork. Over an II' network, it will cost a earner approJumatdy Sl . 
With dlat kind of lower network cost structure, Level 3 bdtevcs it will be in an excellent 

pwition to offer custOmers . :gnilicanr savin~ over iu IP nt"twork 

MurC"nvcr. we bdlcVC' the marked differcnet" in costs is likely 10 w1dcn <'VCII !urth<"r a> I P 
tcchnolog1e5 coru.inuc to improve faster than the ahernartvc~. hct ~~~,>(' rnm1 cmrcprcll<'llll~l 

cflorr and apitaJ 1s hc:ing focwcd on IP tc:chnolog&C5. As a result. II' nctworlu arr unprovmt-t 

much fiuter th<~n the llldrr, lrgat-y rdcphunr nctwurlu. In uut nJIIIIInn , ntwtl II' netwmlu 

~t r lt""'ll ru t.li,plau: rile tti(Uuonal tekphunt nttwork lerhnuluttr ••vrr rirur . l~u11 ..- II' " 
" IIIJ'l )' t ht"RJII'I ~ rulunprovlng more quickly. Traci&llonal nrtwurk' 'crr.walv woll 11u1 

d"~l'l'<'~l ~11\'lllliC '"""· hut wr hdicvr rhr o r~l ""' khnldro •·•l•u· wttll .. • ..... , ,.,1 ),, "'""' 

"''" ,.II, I•••• r .111.! , .tpu~loLC 1111 the lu11d~mcrH~l .lt~ll);<' 1h.u " •><. -<llllllt; 

Th.11 is th<' power of the newer technology. However, no one has yet built a national 

wrnmunications network wing the new IP technology end-w-end. There'& a real 

nppnrcunuy. for the the first time, to build a whole network uptinuL«ltu lmcrnet l'ruttxol 

Aimed ~t husinC55. No one today has such a network. 

l'h.u 1< 1hc oppnrtUIIII)' 

level 3 Well Poallloned 
We hcllevc U:vd J is exceptionally well positioned to capitaliu on thia hratlHil " fliHirtunHy. 

At dm puuu rn time, we have aufficient t:apital and experience to build J new network 1u1n~ 

the new technology while, at the same time. not being saddled with ~ ma.u1vc •nve)tnlcllr 111 
the old technology. While other earner> w1ll have to dcvelnp rhror own <lf••rv,•n lor 

11 1.111.1~,111 1<( dH' II IrK~'\' III'IWnrk• 111 du· 1~ , r "' 1hr 1 h~llltllll( 1<'1 l.unlll~\)'· I rvt·l I t.., •n 

,., .. ·'""' '"·" \ "l'l'"rrun11y IC) heg&n wut. .1 "hl~nk unvot.~· - IU hutld II \ nctwc.rk Ill >Ill ohr 

l''"""d up mong rhe n<"W technology. 

We hJvc the c.aprtal to do 11 - approximately four billion dnliJu 1n < :.t~h to suh,tam&~lly 

prc· luml the building of our initial U.S. Jnd European netwur~'· We have J Sell(lflcd 

mdna!(Wlent team that has as much c:xpcricnet" a.s any in the 1ndwtry 111 hlllld"'!: Jdvancc.l 

tilwr ncrwork infrastructure in laq~c cHir<. " '"" rhr I 1 \ ·"'d ""~''"""'" ·'" ' " '"' "' It "' 
tit• '' l-': ltlll .. t \ ' ' lh' tlttlto rl.oet '""" ' ot l "' " lt d ftt fthfltlt,, •• l, , ,,,,,,.,t, .. f,,jl ''"t: '""l''' ' d~o 

t,,, .d t•l.fdtt tll~ IH.Uhf' l ht tPII'f'' " UIItll\ 

level 3's Plan To Capitlllize On The Opportunity 
We have laid out our smtegic plan and we are already moving fo rward. We have announced 

thdt we will hUtld the first national IP network - the first c:ommunica11om network 10 usc 

tile new technology end-to-end. combming local and long di.tancc scrvll<' We pl~n ro h111l.t 
(,,. . .J n<:'twork.• on more rhan 'iO UIICS a<rn" thc Unu.-d ~~~IC', , wh •. h - pl~n 111 IIII<"Htlllll<'•l 

''Lewef 3 ....... to be 
a ....,., tD .... . 
•tt Will opportunity 
tDbe .... dllruptlye 
In the Industry,' 
up ._,. Bruneau 

of the coneultina 
ftnn......_.nce 
............. adrtllll ...... .............. 
networt& and a killer 
bullneupa.n ... '" 

l 1\A t; .. t,. 
.~f"l I . I ')'JX 



"level 3'1 suc:cea could 
INd to appllc:Mioa 
that help c •• , •••• ....... ...,., ...... 
ltpcrappanalablt to.....,... ..... 
bu .... partners .t 
costs .... .., .......... ....,..." 

lnfor~uon Week 
/anUJry 19. 1998 

wilh ~ I 'i.llOO nulc lung distance network. lrutr o~lwnstruu ann uf dar 11r1wurk 111 tlor I." I<' ,, 
15 l.llics as cxJXctetiiU be completed 111 dar fir )! o~ruf ~wml tflllll trr ,,f I 'l'l'l wulo ph.ur.l 

comple111111 ul I hr rrm~llllll8 \J .~ . 111lr .UIIItl 1111r m.currinK hy liiO I. i\1 r hr I' lid • •I alar f11" 

<JUarter ul I 'Jl)l!, wr had sc:curcd murc than ho~lf of thr 11nnso~r v IIH<' IliiV 111(111 ' of wav. 11 ... 1 

fi led applic~IIOII' fot UIJIOCaiiUII fnr C,(, t ellll .al oflltC\ Ill thr\r d ll<" . h.1d hq,:1111 o<HI>IIlh. lhll l 

m 'i2 ol thr'r , eutr.ll otliu~s o~nd fud IIIIIIJ!rd llllr hnnnr<lllln ncgollJIInm w11 h <"ol,lt til 

the !\ell l :umpo~nac, . 

Additionally, we plan to C'Xflolllll llltCI IIJIIIIII.ill y 111 J tll•thr r I ' , rllr\ ~mlrmrttt~lllln 1 1 \ ~n 

finand~l ,rutrr~ with d \,IJOO nule 1•a11 bu"pc·.an n('rwork l 'w "'' '/' o.t po~xr f.l 1 

w(' have .. number ,,, key adv-o~mages OVC:I thr tr.adllllln.ll , .. rrlcr> dut JIC I'K'!(IIIIlln)\ '" drplo)\ 

thr new tcd111nlogy and who o1rc. an filet . layrrrug II' networks ou wp of du: rXI\11111( nr twurk, 

not .:reaung new ncrwork.~ from the ground up 

We don't have dated, legacy nerworlu and mluutructurr wuh (llllttuKin f " " ' '"'~durn o~utl tlu 

large work forLe ncccwry to mainrain them. Wr 1...111 pamur '"" "htruavr' wuhuur thr hJ~'~r.•· 
that 10 many othrt cumpo~nrcs 111 telcconununacaii•Hu Jrr , .. JJic.l wuh Wr •rr lrrr '" u d"1 

every oupcct of our comp~ny and iu nht«'IIVr' I'''"''"''"'" ahr .lriiiJn•h "' rh" m·" 1ndu>11 v. 
<t·rvin~ IIUJ tnveshol\ lw "'lllt'ttlrJIIII!( nn rhr dcvd opmclll .111d .applt,o~uon ut nrrw11rk J.~l\ 

wlrmc evemual value:. we hchcvc. will f-aJ our.s111p the anvesunenu necessary tn <.rrJir daem 

Additionally, we have ~..nmr up wuh o1 Jcsrg11 that anuupate.> o~nd embraces rhc rdc.1 rh.11 ahc 

rapid pace of technologra l o~dY.Inces will conunue. Wr uc: Jcs,grHn~ o~nd huddrn)\ ""' 
interci ty fiber opti< neawork USIII!( al (c:ur \IX IV Cltthr U>JI.!Ull\ f'l ll> ~IVC"> ll\ livr Joo \ C\'C'Il 

ume• as many open na >IMrr ' "llllu ra. ,,, •nynnr dse 111 rh.- rndu,rrv In fJu . """' adcphnnc: 

compo~nae> have: no sparo .11 .til. l'h1.> (Onununllily upgro~dcable II<"Jwork wtll hc L.1p.1hlc of 

evolving JS tcd1nology changes o111d LU.\tomer dcmanJ IIKreasc>. !Sa p.zgr /(> ) 

O ur plan u ambitious. but burldrng such J urrwork as not new 10 m Who~t " 11rw ' ' ahr 

opportunity. The new technology. The oppmtunuy to he the lin r au lmild uur cn111r n.-awork 

from the ground up with the: 11cw techno!~ .md w11h ,, nurul(<"rnr nl •··•1" rlw 1.. .. " '' 

O:JXrienr r dlld ar:H k rn "'" '" oloo " 

We Are Moving Quickly 
We have taken o1 number ut unportan t step> In rm plemclll our >I r JtegH pi .au Amonr. I ')'JH 

first and second quarter haghh~lm: 

• Sale ofCalEncrgy: OniJIIIIJf\' L 1<1<"1\11 ll""l"hr ol ,1, "·oi 1J.r •.•lr , ,f "' rnro~1 .r .. rl• 

'" ( · .. u ·llr'lzy ( · , ll ti('JII\' fool s t '" 111111<111 I hr J!lro I JA f""' '"('" ' ool lh l> [J.lll>.ldl<lll wd l 

hr m c:d 111 lu11d . 111 p.ara . d1 <" I cvd .\ bu>llleS> pl.tll 

• National Lca..ed Ncrwork: On Mard1 1J. the compo~ny entered 1ntu .111 Agreement w11h 

Frunucr Corporation undca which we will I~ apacuy for a pcraod o f up 10 five: yc.H\ 

on that company's 13.000 nulc 11'-cap~blc fiber op11c ncrwork rho~r u u rrrrndv ! ... , .. ,: 

deployed. The agreement will allow Lcvd ~ 10 hq(lll l''"v'.l"'ll 'r1'" r' •• • '"""'r" 



<:tuwmen 111 .u many as 15 cities, while we build our own network unw wh1d1 we w1ll 

nuwate ex1uing cunomen over rime. 

• Separation of Comp111iea: On March 31. rhe planned sepJW 11111 uf !It<· Cunmuu1nn 
Croup of Peter Ki~it Sons', Inc. was completed . 

• Common S!Ock Lined on Nudaq: On April I. Levd r~ common ~IIKk hegan tradtnl( 

''"The Na~daq N;uional Marker under the symbol LVLL 

• Righu-of-Way Agreement: On April 2. Level 3 announced an agrecmelll with Umon 
l'dCific Railroad. granting Level 3 access fO rights-of-way along 7.1!00 mtlcs of Union 
Pauli< ·~ 10111es we>! of the Mississippi . 

• Acquisition of Data Base 'ICchnologic:a: On Apnl I 4. Level \', >uh .. dwy. 1'1\:-. '''''c"l' 
Integration (PKS-SI). announced the acqui~ i rion ol Database Technolog•e~. The dJtabJ~c 

expertise nf 011rabase Technolosies, combiued wirh PKS-SI'l inrernarwnal reruul\ c~ 

Jml ~ysrerru tntegr:uion capability, crctlea an urSJ*IIIUIIun rhar 1a parll<ularly wr ll 

qual1fied to serve corporations' rapidly expanding database and mforrnJIIonal ~y>tcllu 
nc.-cili. Level .3 systems Integration skills. togerher wuh our pl~n11cd IP llC'tworiL,, Will 

~!low the company to otTer a full range of serv1ces ro hustncsse.~ 'eckmf( tu move 
applications from older, legacy dara networks to more dliCJent I P-hased networks. 

• XCOM Merger. On Apri123. Levcl3 acquired XCOM Technologies, a Cambridge. 
Massachusetts based local exchange carrier and commumcations software dcvdopcr . 
In addition to software thar will be useful in the company's dcvdnpmenr of its IP·b.ued 
11r1wurk. XCI lM'• '"' Jlr~dHHijlr IHI\IIIe" oprraunr, 111 Hn<lllll . • uul 111 devcloprtH'III 
111 \C'"VCI.tl ot he-r \ ICI C"\ IUIIfUIIt( trnlll 1\,nruu , .. w .. ,t..uK'""· I)' ~·.IYC'\ I f"V('I \ .I n 

uuponarH loodwiJ 111 the Northea~t Corrtdor m~rket. 

• Capi1al Raiaing: On April 28, Level .3 nuscd approximately Sl h1lllun 111 Add11 111nJI 

capual through the succcs.sful compleuon of a debt offering. 

\\ 11 !. ~~11 ' \f .. f'"Vf'"f\1 \ lwluud II \ , W r .tl f'" O il 11~1 kIn hrv.111 I fiU \ If'IIIII IU •" 11111 IH ' f W IIIk ,jiiii ii J~ 

d1e 1lt11d I.JU~IIcl ul I'I'IK ~ud lul~u11d1 \C I VI<<' hv Ill<" cud 111 "' " ,,,k ,.J., "·" 

Addressing The Needs of Larger Businesses 
I )ur primary focus is on the business market. Many busincssc.~ tod.tv t..~ve cnormmu 

lltvc,tments in legacy software wriuen over the lasr 2S years - softw;~ rc Jpplicatinru that 

.1rc m•s.~ton critical applications. Many chief inforrnarton ollicers want to move these 
'1 '1'1" JIIOII< ov('r 1n lnrcrner pl;~rfiHm~. Hut. rhc <.ompln1rv "Cllllrtllo>u' rlu t·, whne 
I . \ • I \ ' u d , , ,dtlll y. I'J\ \ I ulnr lthttlllf1 \rr VII r• ( l'k \ I \ l, • • Hilt ' trlt•• pl.l\ 

l'K~I~ •Jffcr> d range of se.rviccs mcluding computer outsourcm~. •Y~tctm 1ntegra11on .111d 
yc-ar 2000 ~olu11ons. Bur. critical and central to Level 3's hwmess. l'K.SIS offers a umquc 

dpprtMch 10 WEB enabling of legacy software. In effect, PKSJ\ help> wrporartons upgrade 
rhc11 11lder <oftwarr <o rhat - wing thc:tr existing <.omputer 'Y'"'Ill ' rhey ~,;~n me the new 
I IIH' I IU'1 ( ('I ""' •l t)t(lt'S. 

"l.eftf 3 •nd other 
rtY ................ 
COftiPIIIIts •runnlnl 
like the devtl to 
reinYetlt themselves,' 
uys telecom •rulyst 
Jelfwry Kapn. 
Question Is, can they 

keep up with Crowe?'' 
1\u,HH"\\ Wrrk 
,.,., ,J ,, / '1'111 



"The OSO pr'Oir1lm c.lll 
upon the 11111nq:ement 
of our com.,.ny to 
put their IIIOMY when 
their mouth is.'' 

l•n•r• ( ~ C:rowr 
I . , , / I /''r''"''" 
·l'ld I /IJ 

With thas lower risk. lowca cm t ~ppwada. I'K.'iiS provtJe~ • tr .. ru ,.,.( lw uur 

communications upcratiunb hc.:aauc. ;u I'KSIS'~ customer> muve tlu~u ~pplt, .111um w 

lnrernet platfo rms, they will need a network scrvace pruvadcr. 8C'UUM" thcu •ysrcnu .1rc· 

WEB enabled, rhc corpor.Hion.~ can rake full advancagc of ahr wsr bcncfil) offered hy 
level J 's IP network. 

lnnov1tlv1 Compen11tion Progr1m Aligns Menetement 1nd Stockholder lntlrnts 
I cvd \ IK"II<"Vt'' II \ fu1111r "'' • r'' ' "' 111 l.uv.r p .. n lt.nr,t oH Jtt l.h I lilt'. lu11ntt .uul tri.IU11fl•~ 

the highest qualary employee. llu .. • III LL\1 hC' J<.Lnmpll\laed dn l''" ·' " '' " ):" "rd "••• '" ••I 

acchnology workers. C learly. our abality w anract ami rctaut dtt' hcst .mJ rhc bragluesr pcoplt­

will depend 011 OUI ability IU apply III I ICW~IIVC' rc:cruilllljl .lfld lCII!lflCIUaiiOII programs. 

We hdicvc the IX'I I emrepH•nrau \ arr .lll taclccl antlrrtw111col lay a umJratuc• a hat pmvadr alar 

opportunity ro become ow11cr1 We lrcl aevr empluyrc IIWIIr l\ " "IJ'C'rllllm r mpluyrr• 

Employee-owners ~ee than~) drffcrc-ualy .md !o<'e opponuiiiiiC'\ odtel) nil \!> na.-v .lo wla.u II 

aakes lu makt' rlar hmrnn.• l(ll•w. Jlld rlarv •rc 11111 '~ll•fird wrdo workrnl( Jl .111 J\TIJ!(£'­

company. For rho5<' rc:um 1> we la~vC' Jc-"gned m 11 ' ""'!'<'"'"•""' .u11l '""'•rd I""K'•"" 101 
give every level of employee ~n upporrunaty to he< unar .111 ownrr 

lnves10rs whu arc loukuag IU purchrur ~ growth Llllllf'JIIy·, ,.,,. k JrC' arllrrc•red 111 e:~rnutK J 

superior return on rhear investment. We arc lookmg lo r cxnuiiVC'! war! a ~ \llllllar J>el\pn 1 rvr 

- individuals who warll to havt' J stakt' in thear compJHY .ami 111 oHIIpC'rformang ahc mJrker 

I 11 .. 1 11 wh y, u u dar \..& 111 4 .I.-, I rvrl \' , """""II \ l•u &. lt,.v,_., , 11 11h11t : " ' ' N,,,,I.HI d~t 

.:ornp~ny announced the hr" ~wMd ul " JH•uu> u11dn '" nrw • '"'!"'" """ "'"' ~ • 'I'''"" 
(OSO) program. The n rikc pracc fur the iniual opuuru Jwo~rd w:&~ h~.)t'd on ahc pra< c- o l 

Level .rs srock at lhr end o f the firsr day of tradang. 

Under the plan, stockholder~ receavc a market return on rhru rnvcsrrnrm he lore exr, ua rvc' 

receive any rerum on rheir oprmm. Level fs OSO program darc-.. d\' o~h!(m n• ~na!(emcnr ·, 

. , o( ,., ., khnldcr\ 1111 r rr"< h1• """"V. •I<H. k op111111 value on d ac- "'"'Jl.IIIV·, Jluluv rn 
nulpt·ff t iiJII tl u· ttt.uk ct 111 w · rwt . .l .u ll lf'on tu r d 1,, rlu· \ e .. rul o~t,f /\ (•,,.,, ' f \1\' l' l ~Uft •n•lt· , 

Normally. a •tuck optio ll grves thr holder tltC' nglat 10 purdo.t~c .1 •h•rr "' ,.,,I.. .11 .1 h>n l 

prace over a IJ>ecifietl pcraud uf ramr l ;ndcr tlar l.cvc-1 I ()'I( l piJn, rhr nrrli>C' pn'r" 

indexed to rhc pcrforman<-t' of 'i&l' 500. If l..cvd \'~ \IOLk Jllllt' don ""' olutpcdmu• dar 
<;& P SOO index. rht' optaom la.ovc no value. The O SO prnttrma <. .IIJ, on alae Ul.lll.lf(elnena of 

our <'llllfl311V 10 "pur 1hc11 lllclllev whe-re- th<'ar mouth " .. \X.'r dunk rh1> un•qur pro~1~111 
p1ovuJr• 11 u rw w.1v lu lunk .u ' out p r r l\.lllnl1 .& I t• I hrl1" .el1v,n du· llll r rr'" • d nt ,H1..1KCfllrnr 

w11h dac >IU<.klauiJ<'r \ ul d1r " "" l'•nv 

In Conclusion 
Our C hairman. Walter Scott . Jr. , has built hi1 bwan=..' ,.., a core- phrln.sophy: "!'roan 1 the 

downside. and the upsade wall tili c;ue of arsclf." Level J J) ro~kang rhc .ume prudcnr .lPI"o•c.:il nt 

protecranK irs downside hy invesung approxamatdy 80 pcn:ena ot cvcrv dollar antn II> ncawork 

,,., '"'r' aho~r wt' h<'lorvc- wrJI ,.,(\' " " '"·"'. 111 vJiuc- ovrr airnc 



\'( ',. ·' '" • crupl• ' ' .1 \I IU eu- ha~cd <a p i tal >[><'nd1nr, \ lr:ltcgy in wh1ch we drier J ) IIlli< h ul till! 

'l'<"l h!.n~ ' ' l""'1hlc 1111111 wr get ~ lirnt order from .1 ~U>IUr:tC'r 1'111, l''"hC'> 'pendut~ 1111o 

the luturc when wt: will be able 10 matd1 it to our rt:vcnue How. Wr lll>tall r rnpry dC\.troru, , 

r~'l' •n t.~, drtrr' ·' ' wt: huild our netwo rk. bur don't fi ll rhe racb with cxpt:m tve clenrumu tullil 

wr t,,,.·c lll\torrlcl\ re-ad y fur scrviu till our network. 

lim .11low1 m ro ilcncfi r from .. , dtLon n onullltL) ,· hn.ut\r rhc cqurpmr111 rlrar wr drfrr 

I""' lt.,,ll ,~ kr<"l" 1mprovm~: rn pcrlorm•ncc ovt:r ru n<" .ual kiTI'' d C'lleJ.sln!( 111 prl<<' A' .r 
" ""d1 . wr wdl hC' .&hlr ru upgrade d&C' network hy purdt.&\1111( rhr hc,r npup111C'fll .11 ria· 

luwnt pm~1blc pnct:. 

Wr will .~lout he uuurlling muhiplc oonJuiu in our nrtwurk 10 nuke 11 C'llllll'l ru upw~rlr 111 ru·w 
rcdm ology or expand exiSting capaciry 10 mccr mcreasing dem.&nd . In d lcu. our network w1ll 

h<: do1gncd w c:volvc and change as technology cvolvc:s and (ll)tulner> nc:nl... d ungc 

l"lu·,r Jrc pruclcnr steps we arc taking to msurc our down .. J e r• p1orntcd ( >ur up"J " " 

ltlllllf d 11tdv loy IIIII •hlllfy 10 fltlllll' IIIII 8ll.lfll(lt J'l~ ll II !ttl dtr dl't\lfl' !11 Willi h Wf •• r .rhl•· 

ru pcnw.uc the S'iOO billion tdcoornmunicatlona nrarkrt. 

J"lit· lllllcl.lnl<·cn .t f lt'chno)ol(iC;o) duft tl1~1 I\ rcshaplll!( the- COIII I 1111 11 1l ~fllll1\ llltj ll \11\' rod.&\' 1\ 

• I • .111111~ .1 IC' II l.II K,tJ.Jc Jncl)u\lllriC npp<~~tllllii V. We- h.&vc- clrv..J.,j><'d .1 loll \lllr>\ pl.&n JIIIIC'd 

"l"·" dv .&t apn.llizcng on th~r o pportunny. We hdtcve we hJve d oc- n~l11 p l.111 , tlu· tlr,ht 

te.un of c:xcc uuvc:s and the capital to build l groundbrokmg w mmunlc .&llom wrntum· 

Thc upporrunuy is dear. We arc as wdl posuioncd as anyone in the 111dtu rry fo r 11 

1'11<" , )ullcngc- for u~ IS 10 exccule our plan well. To nuuagc ou1 W"wrh well );, d cpl"' '"" 

, .tpn.tl wi,cJy. Tc1 crc:~tc value for you as our stockho lders. li1 budd .1 ._umpany we l.&ll .&II 

f., I''""" ol \XIc· • •r fullv <nmnunrd '" dmnt( 111'1 d1.11 .&nd rn ch •i' l'"'ll.&lr vc11u \llf' l"'rr 

l.u 11c' ( J ( .rowe 

i '•rotdrnr 11nd ( .'lnrj Exrt ut11•r ( Jff1! rr 



A Fundamental Technological Shift Is Changing 
The Communications Industry 
Industry Moving From /00-Ytar Old Circuit Switchinx Tfchnolngy 
To /\/ewer I P (Internet Protocol) uchnology 

.. In the long run, If the 

wortd keeps buJinl 
complex computer eed 
stdons, lnd If they .,. 

used for voice traffic, 
then the circuit switched 

wortd, II we know It 
todly, Is doomed." 

l\u\11\C'\\ ( niiHIHIOH .. OI[iOOS 

}{c-vu"\\ 

''l'fr•'1/lr• /'1') .. 

A SHIFT AS IMPOI'I'ANT AS FIIOM Tn£GRAPH TO Tn.EPHONE 
OR FROM MAINFRAME TO PC 

Lcvd j shaped iu srratcgy to h111ld Art 11' -b~~ed netwurk lrurtt rh~ J(r"und "I' l •r, "'" " "' • 

funJ:uncmal shift tlut i8 ouurnnK 111 thr uamnturllt:ataum uulu~try -• ,tulr _. , t11tp111unr 

:IS that from the rclcg~ph 10 the tclcphunc ur fr<>rn the rnAiflfrAfllc 111 du· 1''"1"'"-'1 
<..omputcr. h is ~ slufi th;u l .t"vd ~ Jnd J ~rnwtrtl( numher of utd" ' " ' n prrl\ hd1cvr wdl 

._h.angc uunmunic..atrun; 

That dungc i~ .a rnuve lrnm d1c trJdll aun•l "uruut \Wit- hcd " ttcl.,..,d,, dt• t wt·rc Jc\l).(ttcd 

primarily for vot<..c communK.I!Iolt> .and whtdt h.1ve \Crved , U\ l> >rttel\ well tor d u.c '" 

a ccnrury - to "packer \WIIchcd" netwo rk.\ IJSIIll( II' ntc new tcchawloiO' llt.tkn II pombJ,· 

to move: information ;at J mu ... h lower c..mt, bcuusc II' m.ako more rth. 1cnr ""c ut 

network up~wy 

Tr.ul111o11.tl Tt·!t•)thont· Nl'lwork U!>t' " C~rcu1t Swttclun~: 

CIRCUIT SWITCHING TECHNOLOGY 
'Ole~ .................. ., ...t..il 

..... , ~.., 100,..,.... 'Ole .... 

.,.. ............ ...ea-t. 

TIIIIIJ ct lhD •••c .... • flutl _...of 

c:41PKib I• "c4rcult" l fof the ...un tfwetlon 

oltt.e trea-lu 6cNI, ~. • ......._. cMI U.S 

.. - .... dmlft -Of portio~! ol .... 

.......,._.., .... ...,....., .... c.ll, 



PACKET SWITCHING TtCHNOI.OOY 
In • pecllet ewttchecl netwofil, ..._. It no 

llll&fe, unbroliell CGIIICtiM ......... ...., 

and ...ceivet'. Whet! lnfonutloft It MM. 
It II put Into ........... a..t ... llllucl 

wltl other trHrmh ria u, .... oww -.y 

dltlweat routes at the ........... ... 

, ..... of lntonn.tion 
111/DN'I•tlto•t thdt tnot"t"l '''<t'' rJ•,. •ut,,..,. t. , •• ,,, , ,, 

lnltr /'lt"'l'l lrllol' '" .1~ h111 ,.,~lrlc ' ' ,J r r ' ' '"'' f'·'· t"il : r11• 

rlrt trorw fnwiopn a• jJ.J• ~rtJ i-.u J, fll• rrt ' ' , cuud 

U•1tJ1 .uJdmt lnfonn,IIIO't /Ill dr/11vq tu tht ftllpt>l 

di'JIInlll llltl, l'nt fhnu,tl' tlu '"'If , , .. ,, , ,/tl,n 

lf4l lf,lll bffl/ 1'1111 Ill tit 1f111•1/Jm "' 111 thf ''• 'f'f'll 

t rftf U l ( tAt t"/r"tnd/IUI I 14prm d rill., , t 

,..._ ........ tile rec;eMq encl. leuiiM ................................ 
the pipe or ...twortl, M c.-....,...-. ................... -... , ...... • ..:tt...., ce.t ._ tr:NIItr II '*'all ............... 



Simple Economics Are Driving The 
Technological Change To Internet Protocol 
f[> Trdmology !s Mud' l rss Exprmir•r Anrllmf•nJt•ing Mttth 1-~tJ irr 
I I'· '" I '"duon,tl l'l11111r N l'lwo,.k li:dnwlogy 

"Level 3'••PPI"'OIdd­
runninc II tnftlc over 1 ............... ...,, 
chuper, ltMI qlllalllr to 
mlnqelnd .......... " 

f .,ll •• ll l I 'J. J'J')H 

I )vc:r tin1c , II' uctwurlo Arr 11111111( Ito da~pl•• r rlu· u~.luwnJitdcplwur nr twotl. l•r• .u .. c t l.r1 

JIC \llllply ~hrJpct •uJ l)('l :llf)C II' t cc.hnulnt~)' " omptoVIIl!t murc <ftt" kly II' lo,,,. d 

nctworlo Jtr leu rxp <' II \I VC to~tlay ftot ll<lll fl llllllf' •ru\ll tvr tnloll flJII• IIt " '" ' • • d~ • ·• "' 
f:.tx. wludt tugcthrr reptr~etll ucJrly 7'l j>cllcllt " ' w.t.v\ '"'"nt'" , , mmullll .ll" '" ' 

h u c-x.unplr. t•H .1 J' '' ''" ln wuh h••t l1 ' '"'·' ' ·' "'l l.,nt: ,f,,Litll C' Lhrllr lt'' In'"''' ' .&lt"'tfJ rru.'"~.1 hll 
I .U IH >M worth o f oll lorlllJ fi<J il ft o rn ~""' ) u ri.. ou l.m An"clc< lt h r r q uov.1k n t " ' thr 

contcnu of ctght cm ydor)('(lt~ vulumn ) ovrr thr o. J.IIItuuo~lpuhl" •WII < l~t·d trlrf'l" ""' 

nrtwurk (1'\TN) wuul.l ''"' till' f'I11Yio lr t Hf'l''"lfflt<ll r lt ~ ~ ' 110 

lluwcvcr, to move the samr .ltttoUill of onlutm.oo o"" ""'' .111 II ' owrw .. rl.. w.,of,j ,,, ;, · "'' rl11 

provider al•oooo $.!Oil )j,, " rlu· ltt lld.luot·roo .tl , " " d olk"·' " ,. " ' .~d vJ III J I(t' th Jo II' " " ''''' 
'"""Y l'hJr Jatln nh r ,h .. uld ):(lOW \IV <" I llrnr hc<.lll\r I I' an h nulu~-:y •• ~dv~n• 1111: ' " ' ""' lo 
mo re r~podly rho~11 r r.tdHt<•n•l tclephunr tcchnol o~-:y 

, •. ~ ... "I .. "'"I hIll!-: ('II ~ I •• I •. ~~ 

$30 r 

25 

20 

15 

10 

5 

0 

Cost Of Moving lnform•tlon 
From New York To london 

--- - ·· · 
lt .... $27.08 

-- - --
PITN - PW11c ~ T.,._ NetWOfl< 

II , -..-P,otoc:ot Net..t~ 

$1.98 

IP PSTN 



Pat lu· t Sw11l l11n g lmpnn 111 ;.: F .J'> tt· r 
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!'tu lut twlldlfJ hat~ rl rrtut h rtrrprr prrjon,.,ma1"1JI 

Ctln~ than CITrUII IWtUJtn /11r rtrrprr trrtpml'f'mmt 

nJtr oftwtuh~d bllS pn tffond pn dullAr IJ ilf;" tftomt 

11urrforr. foturr fUIIIrltrd llrlltli1rit1 .,,., llf''7 illrrlr 
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PACM£1' SWITCHING TECHNOLOGIES IMPROVING FASTER THAN 
CIRCUIT SWITCHING 

2000 

An e.uy w:ay ro understand the r~re of improvrmenr of packe1 swudung ~e·c.hnulo!(l<"~ '<"''"' 
circ.u11 swirching 1echnologies is 10 measure rhr rim<" rr<(Uircd 111 .(, .. ,hlr 1hr ,..-d oro11Jih ' " • "I 

rl llo(swirchcd bir>/,ccond/doll~r) In ( lllllfHII<"I , '"I"· d1r " I'"' •'• 1" 1.11 " • ,f.,uhln rvrr' 
IH llllllllll\ Till\ I\ I.IH IWI\ .I.\ Mt llll("\ L .. w . ....... (.,.,J,.,, Mt HII (', IIIII' orl rhr lmtn.lrl\ · •I lnld 

( :1rm11 sw11ch1ng 1cchnologics doublc 1hcu pcrformancc/cos1 r~1in every 10 ro HO mun rhs 

depend ing upon rhe specific narure of rhc switch. Th~r·s impressive unul you .:ormJ cr dlJI 

packer sw11ching rcchnologics double their pcrformanc.e/cosr r.mn c-vcry I 0 1u 20 months. 

Aga1n. rhe range is depcndcnr upon rhc spcctlil narurc anJ •ppltcallon nl p.t< kr1 w.·rr, h<'> 

J'lor'r " JAA<'IIIII( drfi<'I<'II, C> Ill r:ll<' ul tnrprovrlll<'lll .I I<" Jcpl\ rrd Ill rhr ttl .rph .1l>ovr rlr<' \l('('fl("l 

drr , foJ >C. rlrr 111urr r.tp1J th<' r.uc ot improvrnrcnl 111 lh<' tC'drnoloy.•<'• l'rrl rorn rJIIl r lt mr "'"" An,l. 
J ' I<'<'J>CI onrprov('lllrnr r31C is mnr<' or npull•orr '" ohr lung rcrr11 >IIH<"» ul .t •Wrrch rng tcd uwlu);Y 

rlo.rr• '" on 11 ••I J'<'rlorrn~ru.:c l.O~t rd•11vc ru II) u1mpc11ng !cchnolog1cs. 

•'The Internet It doublin1 

in trlfflc: ""' ftvt to 
10 months, depending 
on whose statistics you 
believe. Only packet 

switched teclti1ololies, 
which double In 
pttfonnance/cott every 

10 months, uwe • 
cunce of keeping up . .. 

This steep rate of 
lmprowetnent Is 
lipaJflunt ... and It 
paralltets the triumph 
of packet swttching." 

l'r 1r1 \ , ,, .~ \ 11 .th ' ' 

f\ 11\I IIC"" l ollltt11U I1 h .• U i o1ll \ 

1{('\IC" 

Vprr,/)rr I '19-



Level 3 Is •llding The First 
National Communications Network Using 
Internet Technology End-to-End 
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Level 3's Multi-Conduit Network Is Designed 
To Be Continuously Upgradeable 
Network C m t 'volve As 7~chnology c:hanges And Customer lJrmtiiUI For L IJNII'ity lnm'ti~."S 

U.vd .i r~cognl7.t'~ rhar rh.- "m·wC'\1 - rc-d tnnlot:'<"' end ... · wdll>c r.-pl~~c-d hv e-ve-n IIC'W<'I <~ll<"~ 

romu rrow. Bn .JU><' U.vd i 1> ~ ll><"l of rh<"•c ll'dllo"l"!('<''. 11 "''~rtr ' ro <"n•u rc rh.u 11 " Ahlc ro 

dtan~ and Jd.1p1 .u rhc rc-<..hnoluK)' J1.H1,.:~• .wd .ldJI'I' h H rim r<"..I>UII , I <"Vd I" dC'\If;11111K .1 
nc-rwnrk that 1\ u 11\llflll<llL\IV IIJ');' JtfC".lhlt• Jl1t· pin \11 .11 onf r.l\l flh ll lfC' o f I he IIC"IWork will 

1nd uJC' lll ~ l..lll .ulon "' "~ ro C'I!(JII u uodoru• . .,,;, <~r>c · •I wh:, h woll 111111 • .!1v lo.1vc tihcr 

ru nnrng rhrough 11 . wtulc rhc rnr wrlll l<' ~mp11 l im I) ltvc Ill >C'\'<'11 w nn .u ru.1111 · ,p.~ r c" 

..:ondllll> :u lllml uo~dlllllll.lllclcphonr <lllli!'A ill<'> . wlllt h ' YJ'Il.l llv h~ vr .1 >~ nttlr fohn ' 'I''" 

~.~hie "diretl hunrd" 111 111 .1 " " 'dull . 

llh<"r 1• II""' "' 11\ rhud I(C'IIC' IJ I I<~ Il rh o, 

dnadc- rJus \JIIlC l.l \ 1 J'.ll C'd cvoillllllll Wlli <<lll!IIIIIC 1<1 oH,o Ill .llld j,, i.l\11 1~ J 11111l t1 <<111.! 1111 

ncr work. Lcvt•l .1 w1ll ht· .ohlc l o .1d.op1 '" 1hnc 11<'"' , h.Uif:<'' '" 1(1\C , "'r""" ''' qu.1l111 

li i i111C'I Ill I Ill .I I JnWI' I 'II> .. Wllitollll II"II IIIVI IIH oolol foi >C' I <II , jl \ 111p 1111H \1"1\ hI' 

Lcvd l1s talung 1Im \;llllc. upgradrAhl~ o~ppn•At h 10 d · dc-"ft" of 11> n c-1work d C't. ""'"' ' 
o~nd 10 iu sohwar~ o~uwm.tllon sy~1c-nu . 

............................... 
ll ......... w. .............. ...... 
1114" ................. ........ 

'h" ... c.... 

............. ....., ..... ........ ..., ........................... ..... ... ...................... ..... 

~ ...... ....., .. .... ...... ,.. .. -.......... . 

11/4" c-thllt 

................ u ........... ......... ....,. 
c......ea, et .....,. hen • ..._.. ..,., Ulef.etr 
..................... CUI11Rir ........ 

8MtediiiiiD ............. IM~ ....... ._ ... ..... 



When Charles l<;ao and George Hockham fir~r rhcom.nlrhc •uc of gla.u fiber .u J 

rdecommuniaat.ions conduit in 19(,(,, they ;wcneJ rhar "c:nnrmolu· amount> uf 

rnfurmauon - ;u m.any ;u 600 simulraneom phone ' ~11 , u •uld I><" tran.Jm111ed ~nJ 

rccc1vcd at a distance of more than one·<:JUartcr of J nulc bntJSIIc J l rhe lime. d1e11 

o umau:s evemually proved too conscrvauvc hy more dun rwu order~ of magnuude 

By 198S, systems capable of transporting more rhan 1!.000 mnulrancou~ rdephnnc c.all> 

bcrween rc:gener.u or stations spaced 25 miles Apart (a ">p~n") were gencr.ally .av.arl.ahlr 1n rhe 

marketplace. By 1987, a technique called Wavdellgth Divuron Muluplex•nR (WI lM ) Jlluwed 

multiple systems operating at differenc wavdengrhs tn sh;~rc rhc >arne gl~_s, hl><-r · ,p.an." .and 

douhll'd capaciry on some cstabli>heJ ruucc!. 

By 199S, Dense Wavelensth Divi,ion Multiplex inK (l >WI >Ml. rumr•l wuh nrw h1Khr1 

~f'Ct'tf l'lt~trunlt. IC!IIIIlt111IJ pwht'tl rht l iiJ'idty ll1111t II• 1hp.luly llt'yuml lbH.IH.Hl 
simulraneow tdephone calls on longer "spans" of abour W m1les. 

And now, active fiber amplifier technology, improved fiber and furr hcr adv-.arll:c> 111 ()\X'()M 
techniques will be comhmed by Levd '\ in a network 1n wh1d1 unr \ II .and nl tih.-r .al>o 11 11 

1hr dl.fllt'l('f ul • lu1man hau , • n , .a11y 1hr r tpuv.alr lll "' "'"" oh.a11 ·1 "" II" "' 
>~mulr.ancOIU telephone uJI.s along sp;.tn> ol up w \ ' 0 nulc~ . lim r> more rh.w (,tJIIO runn 

the capaciry and nearly 1.500 times the 'P~ll diuancc theomcJ by Kao and I !01. kh .. un 

The fiber Leve.l 3 will deploy i.J a new product tfu t en tOY' .a I 0 pen..cnr adv..tll!~l(" 111 
aapaciry and/or span durance over simil;.~rly priced Jlrcrn..ttl vc>. 

THE FIBER OPTIC STRAND .......... ., .................... . 
~ ................ li70.. A..., 
............. ..OOZ4illdMtlll ........ ... 

................ 01 ..... ..... 

.... ..... 112000 ., • _.. ...... ..... 
1M IIW...,......, .,...._ n. n=n' tor ef 

.... - .. ,.e.dM ....... 

.. Industry obserYen uy 

It Is only a nutter of 
tlnltblfortllltlrMt 
Protocol·buld Mtworils 
riYal, If not supplant, 
tnditioul circuit 
~~heel networb for 
carryln1 ~traffic." 

lnrc-r .h _ll \'r' ~·("d-: 

MJr,h I ll /'J'Jii 



Level 3 To Offer Full Range Of Services -
Including High-Quality Voice - Over Its IP Network 
Le11eiJ Will Off" Public N~twork Quality Voia S~rvias Using If> 

''The pricinc .......... 

will bt 10 lib DHD•Ic 
..... tilt ........... 
carriers will luft 
to react. TlleM ...,. 
[level 3] .,.. rully 

going to have an 
impact." FI'Mik 
Duubeck, prnl••llt, 
Comlllunicdoa 
~ Archltecta, Inc. 

Nccwork World 
Janwary 26. 1998 

COMPANY WILL CONNECT DIRECTLY WITH THE PUaJC SWITCHED 
TD.EPHONE N£TWORI(, ENAIUNG SEAMLESS, UBIQUROUS 5mlCE 

To<ily. "Voaa uvC'r II'" pruvadcn upcr.HC' 111 ~ vcrv •unal~r m.a·mcr au da(' w~v lonK d aM.III<C' 

carrieu u pcr.ucd 111 rhc ('uly day' uf lnn~t d"a~n,c <UI!liX'IItaon. pnor to 1··' 1"41 :\. • '"'' 
lmplemcntal!lan. F\cforr _. l!Ulllfllt'r ' .1 11 pJ,., (' ~ , ~11 11vrr ~ JU• kct la.~,ed IIC'I wwk . dar II ' 
pruvldC't mu•t pur< h.1sc IO<..al lineJ frum ~~~ 1111 umh('tll lutJI <.HIIC'I .1nd then daC'II • "''' Hlln ' 

must dial up 10 \ (a dr!(lb to JtCC'Sl rhc network 111 piJ<r J <JII lrvd I h.u llllt•hlll<cd Jn 

industry inarialfV(' prnnuHaral\ II' F.<l"·'l Auc". ah.11 ' '"''' ·" h,.·vr.l . wdl . .!low ,,·.unl<·" 
111tcgr.auun h('IWC'C'II dar puhh, >WII Lh('d adeplwnc nriW<IIk ' I'\ I~ ) .and II' h.l\cd ncrwor~'· 

Jtluwmg ll' ·h •. awd <Jaracn to pruvadc Ul>tumcn w11h ,,.~n.IJr.l I 0 da1111 daJIIIII(. '""'1-1 dac11 

exuung tcleplwnc C<jlllprnem , over J lower ""' I'·" kra "••r.l lll'twuak 

jw1 a.s F~ual At l<"-" lmplt'memaunn opened a he lnn~t d l\tan<C' m.arkca rn u mapellllt tll 

I 'a yean l!(O. II' Equ.d Aa ens will fa1 rll!atc the dcplovna·n• nl low('r-.:mr . I'·'' ker h.a,nl 

ncrwurb 111 provide All avpe> nf u unmuna<:UH>II' 'e" '' n . Jlld r lanllllJtc the 11n·d lor 

haL•inc»el au m~anraan mul11ple c:ornrnunac:lll<>ll ncrwc: rk· . II' 1-AIUJI At(C"' wall .al"' l.a, alll .Hc 

the devclupmcnr uf new JpplrLllluns .Uid serVILe> such JS mulr11ncdi.a nctwurka n~. C'lnarnna. 

commerce. virtual pnv:ue nctworkrng, remote cullahor.~uon. •ppla<JIIoru oubuurl lll)(. 

unified mcss;~ging, video streaming. wch-cnuhiC"tl tclcphon y. IHI(h ·tidcluv .4udao ncawmkuaK 

and more ~~ to be thought o( )ervaces. The rapaJ mnnva11on d urac:t('ll>ll< nl II' h.<>nl 

ncrworks will ensure the- rapad developmen t ol '"'" Jnd vJIIIe ... l.fr.d , .., ' •· n .Jr l" ,.,.., j J,, 

r he'r nrrwurk' 



In Jddmon to the inmauve, l.t'Vcl j was instnam<'mal tn rhe formmon of .t '1(-duu, .al 1\dvt,orv 

t :nuncil. lllll\tSt tn~ uf .1 numhC'r of leading communtl alwm cttutpmcnl manufa~.-turct> 

Jlld >CfVIlC provider>. The goal of this group ts 10 esrabltsh open dC'vtcc conrrol \I.JildJrd> lot 

rhc cqutpmcnr deployed on IP nc(W{Irlu. Such proltHoh wtll fo utu d tc f11undJ!ton lot the 

w m p:my·~ imc:gnatcd voice ~nd dar a cnmmun teaunm net wot k .tnd .arc J kcv t cdu11, .ol 

J cvrloprncm milestone on rite parh towan:t II' FA!"·'' A« "'' 

II' hj tl.ll A~,e~ will help unlock the v-.ut potential of II' nctworkmt; I :mwmcrs wtll ll<" .ahk 

w CllfOY rhc benefits oflow cost and the mbwt capabiliuc• of II' III"IWttrk• u•llltl r!ll'u t'''' ""l\ 
tdc:phonr cquipmc:nr and withulll chiiii,YIIg ll l~ltng pa11r rm or addurtt aJdrtrunJI dC'Vtln 

~u~l au r•• ~1111.1rtg IP netWork provid~rs will ctuurc tlw Jv-JtlJiuhtv of low-wst. lu~IHJII.Il llv 

I l'·ba.sed .ommunication services, and will drive the <.onrmucd Jcvclopmcnt of 11c.-w. tnnuv.ntvr 
II' -based scrvtccs. 

BRIDGING TECHNOLOGY 
XCOM, ........ br Len~ 3 ill Aptt ltM, 
hu ••IIIII Iit I ..... of u.,nllltl 
....., ..... , •••• ct .. ..... .............. .,......... .......... . 
....... ........ .... ... of twttdln ... 
...... ......... Mft'W-INMd, tt.U 
~-. ......... 



Using Their Existing Computer Systems, 
Custonas Can Access Level 3's Network 
.·~ 1 (',.,.;_ i Sulm'diary. PKS information Sen1ices, Sp~t:iaiius In Helping Companirs Gain 
I hr- Cost Benefits Of lnunut uchnoiogy 

.. Seventy percent of 
the world's butiness 
infonnatlon resides 
onlepcy.,._ 
-loftwll'ton 
outdlted COIIIputlnc 
environments -
built at a cost of 
S 1 to $5 trtiUon." 

- R•ul l'upo 
l 'rmd,nt, CEU 
f•A·~ /ttforHuJIIOn ~r-tru-1'1. /tu 

'Jixfay, IIIJIIY UHIIflaiiiC'~ lUll Jlu~lf Criii~01J b1t~IIIC"" ~ppJ.CIIlOil> , >Ulh ~' ( lL\!Otnrl ordn 

c:ntry. put~.:h:u•n14, hrlllll!( .l!ld payroll nn .1 wiJc v:Hlctv of olJrr. lq~.1c v u>rnptucr h.u.!" .Hc 

and soli ware platform~. some ol which can he J,., .tdc, ,,J,I l'hnc lc!l-'l)' pi JIIurnl\ wrrc 

usually dc>igncd ~ >taml ·.llort.. do>nl system>. wuh !uriC' Jbrluv to <.ummum .. llr wult r ,H It 

other. HowcvC'r, one of the key henclit~ of Jll II' nclwurk 1\ th.ll 11 f\I Vf' ~ tll\ lnltlrr tlt1 

ab1liry 10 J.nk wgcthcr virrually JIIY typr ol l olllf''"' 1 h~Jdw~• r Jlhl .,,ftwJrc plAdol ut 

with high·<juaJuy WOIIII\IIIh .IIIHU. 

Fax 

VENOOIS AND CUSTOMERS ABLE 
10 US£ L£VD. 3 IP N£TWORI( 
0.0. • ............... ....., ......... ..... 
..... wu ..... ,.d.., .... .....,..-
CfttaiMn fll tMt cor,........ c-.~ pill 
-to ...... .,........,..., ....... . . , ...... 

~-....-. ....... '--' 3 ., ...c-tl. 

PBX 

_j 



I r vr l , ._ •uh•rdlaty. I'KS Information Scrviu·~ ( PK.\IS), prnv1dn U llllom r ~dorrd l.r11 rr pr " " 

Inter ncr \ t:rv iLCS allowing companies 10 pro crvc thcu JOV('>tmrnr' in older. lrl'·"' u unpt.rt·r 

hardw:lfc Jnd ~frware, while lcveragu1g rhc bcndib of II' nr rw .. rl.. , I'KSI~ ' system IIH<'f,:r.ll l<>ll 

ur~.tll l t..H rml develops cost-cffcctrvc metll(x:b 10 connell >l.ind - o~lw r .1nd d u!><'tlleg3< v pl.rrt .. rrn ' 

tw 11 er' " nrldwide. In ctfcct. PKSIS helps UIIJIOr.liJom up~r .1de r he1r exrmnl\ ' :V" erm " , rhne 
,,.,.,,.n" .rrc ~urnp.uible w11h the newer Internet tec.:hnologr~ 

l'he-c "WI·.II cnahlinK" W'fVh l'' l'~\itl tl" WAY fur tlrt••· t u<runler< 11111!1<' Lcvrl \', nrr\\ o rk 

I nrlllttJJ>tl. l t·v~l ,I attd l'KSI~ grvc corporate c.:uswmrr- rhr -.tpo~hrlrrv ru npen rhnr lq:• ' 

<y<tenr' 111 wh tch they havr ,, 'uhst;rnrrai JnveM JlH'III ru rn•plt>yr r>. 11> rhru " " '"'" .- r' .1nd 

\ '(' lt<illr- ·' ' llredrd Jnd (() CIII"Y rhr ""1. speed Jtrd \CLllrltY benefits of l.evcl r, II' JICi work 

PUIS SDMC£S HD.P 
COM,.,..ES UPGRADE LEGACY 
SOflWAR£ ., .............. "' ...... ... 
....... II $ 11lr hu•.,... II b ...... ~~~~····,..-- .. 
................. a....ll.Aa .... 

CORPORATION'S APPLICATIONS 
CAN 8£ UPGRADED FOR IP 
A_,.,..., ... ,......,. a;plc......., ill wllkll 
...................................... sud! 
.................. COII!tl...,......, .,......_, u : 

IIYMIKlwtllc ~.-cu-.·~ ..... ... ....,.... ~.,.,""" ·~· .... --



COMPANY ORGANIZATION 

LEVEL 3 COMMUNICATIONS, INC. 
Eflccuvc J~nuary l'J, 1')')8, 1-\Jcwl! Divcrs1ticJ C rnup lm d1AI1!(<'d 11' nJmr loo I rvrl I 

Commumc:;&IIIHU, Inc I':01 1.1r 11N7 final year. 1hr u HIIJWIV luJ , umull,fJc cJ 1rvrnun " ' S \ \ ~ 
nullion. Folluw111g rhc ulr ut us C;~ IEncrgy l lllrlr~C> .111J bon.! \Jir. (,.<-vel .\ hJ.I "I'I"IIAIII IJir lv 

S-1 l>llhon in Cllih and a.sh M:(IIIY.IIt-nc~ . Antis ~ lulllllll Ill IOIJI J\\('1 VJiur " ' die' l'"n" 

corp..,LIIIOII , l .t<vcl ~ c'omrnuruc~11oru. lm lu., J nuruhrr ol "l'rr.rllll!{ >lfh jl.fl.lc.c,, llh i <Hi r ll~ 

level 3 Co••••lutlona, LLC 
"'"""'" .1.> "the llt"IWOrk UllllpJny." l.cvcl I ( ollllll lll llll JIIt111\ Ill . ,, luuldull\ Jll ~.!VAlli r.J 
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NIT I 

Peter Kiewit Sons', Inc. ("PKS" or the "Company") is ont of the largest construction contractors in 
Nonh America and also owru information Krvices, tc:lc:communications and coal mining businessn. The 
Company punues these activities through twO subaidiaric:a. Kiewit Construction Group Inc. (·KCG"l and 
Lcvd 3 Communications, Inc., formerly known as Kiewit Divenific:d Group lnc. n .cvd r>. The 
organiwional muaurc is shown by the following chart. 

,., .............. I 
1 

..... c .•• • UN~ I ...... Ct ............ 
... f .... I .............. 

1 
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CIIIIIU .. II ,, ... UN~ I ........ ) c.... •• , .. I c ••• ' ....... " .. I I ....... 1- ... u.c .... 
4 .... c.- I C& ... ............. l&hJhl I 

lit prlu ,Ill&. -.. 
- C...••• ..... 

The Company has two principal classes of common nock, Class C Construction & Mining 
Group Reuricrc:d FUdccmable Convertible Exchangeable Common Srock, par value $.062'> per share (rhe 
"'Cia)) C uock·) and C lau D Diveuilied Group Converrlble Exchansnble Common ~rock par value 
5.062 5 per share (the "Class D stock"). The vaJuc: of Class C stock is linked to the Company's 
construction and materials operations (the "Construction Group"). The va.lue of Class D stock is linked to 
the operations of Lcvd 3 (the "Divenified Group"), under the terms of the Company's charter (sec Item S 



~low) . All Class C shares and hiscorically most CWs 0 sham haw bftn owned by currrnr and formrr 
employees of rhr Company and th~ir family mem~n. Tht Companv was incorporarrd in Oclawarc in 
1941 to continue a conmucdon bwineu founded in Omaha. N~ruka in 1884. The Company entered 
the coal mining busincu in 1943 and chc tdecommunications bwinas in 1988. In 1995. the Company 
distributed to ia Clua 0 stodcholders all of ia shares of MFS Communications Companr. Inc. (MMFS") 
(which was lam acquired by WorldCom, Inc.). ThfOUih subtidiaria, th~ Company owns 48.S% of the 
common nock of CAble Michipn, In", .f8 . .f .. of Commonwa.lth TeJcphoM Enterprisn. Inc .. formerh· 
known u C. TEC Corporadon ("C· TEC•) and 46.1% of RCN Corporadon (colltctiwlr. rhr ·c. TEC 
Companies"), the thm companja chat resulted from the restruc:turlftl of C TEC. which wu complrtcd in 
September 1997. RCN Corporation, Cable Michigan. Inc. and Commonwealth Telephone EntrrpriKs. 
Inc. arc publicly traded companie1 and more detailed information about each of rhem is contamed in their 
Kparate Annual R.cporu on Form 1 OK. Prior ro January 2. 1998. rhe Company wu alw cnttattcd m rhc 
altcmarive energy buainaa duoush iu ownership of 2-4% of the: voting stock of CaJEnergy Company. Inc. 
rCalEnerJy") and cenain inmnacional dcwlopment projccu in conjunction with CalEnc:rgy. 

On~ 8, 1997, dw Compeny'a nockboldcn ratified the decision of thr Company·, Board 
of Di~ors (the: "PKS Board") to acpantc: the bwinas conducted by the Construction Group and the 
bwinc:ss conducted by chc Diversified Group (coUectivdy, the: "Bwinc:ss Groups") into rwo indc:pcndenr 
companies. In conncaion with the: consummation of this traniiCrion, the PKS Board declared a dividend 
of eight-tenths of one alwc of the: Company's newly created Clus R Convc:nible Common Stock, par 
value S.OI per shaft ("Clua R stock") with respect to each ouutanding share of Clu1 C nock. The 
CWs R nod is coawn:it* in ahara of CWs D stock pursuant to a defined formub. In addition. the 
~mpanr ~ annouac:ed chat dreaivc March 31, 1998, the Compeny, duoup a raolution of th~ PKS 
Board. lhaU CIYII .ch oullllndin& ....,_ of 0. C atoek co be mandatorily achanpd lchr "Sharr 
Exchanp") pumwu to ptCWWona J chi PKS Alated Ctnlfic:are of lncorponrlon (chc •Jiks Ccrdflcarr•l 
for one ouatanding share of Common Scodt. par value S.Ol ptr alwc. of PKS Holdinp. Inc. ("PKS 
Holdintts"). a rc:cc:nd)' formed, direct. wholly owned subsidiary of PKS. to which the ciJu-tenths of one 
•IIIHC' of Clua R Stoc~ would anach (collrccivtly. thr "Tranaacrion"). In connecrion with rhr 
con,ummauon of rh~ 'lranaacdon, thr Company will c:hansr na nanae to Lc:-vc:l .\ Cmnnu11111:auu1u. lm . 
and PKS Holdinp, Inc. wiU ~ its ~ to Peter Kiewit Sons', Inc. The Com pan~ hu announced 
that the PKS Board has approwed an principle a plan to fora conwrsion of all 6.538.231 shares of Class 
R Stock oumanding. Due 10 cenain provisions of the Class R atock. convc:nion will not lx forced prior to 
May 1998, and the final dccilion to force convmion would be made at that time. The: decision may ~ 
made not to fora c:omasion if ir wert decided that convc:nion ia not in thc bat interest of the then 
stoclcholdtrs of the Company. 

Thr Ttalllllction i• intcndrd to r.crararc thr Bu•inel' Group• into twu indcpcndcnf m mpanici . 
l"hc I'KS Board bc:llc:va that 1tparauon of the Bwme" <..roup• will (I) JX'IrHII Lrvd .\ w aurut 11nJ retam 
the senior managnnent and employees needed to implement and ckvdop Level 3 ·• cxpam1on plan 
(which is diiCUIKd below), (ii) enable: Lc:vc:l 3 to accas the capital markets in order to fund iu expansion 
plan on mort advancapow terms than would ~ available to U¥el 3 u pan of rh~ Company. (iii) enable 
Level 3 to pursue atratCJic investmenu and acquia.itions. as pan of the expanaion plan. which could bt 
foreclosed to Lc:vd 3 u part of the: Company and (iv) allow the directors and management of each 
Bwines5 Group to focw their anention and financial rnourccs on that Bwinc:ss Group's bwinc:ss. 
f.xcept for thc anticipated effect of the Transaction on thc management of the conatrucuon bustn~n. the 
I'KS Board docs not belirvc that the Transaction will h11ve any other •isnificant effect on thc conmucrion 
bwinas. 

For putpoiCS of this filing. chc Company has fiJcd as ahibiu to this Form 10-K. Financial 
Sr.temenu and Other Information for each of the: Consuuaion Group (Exhibit 99.A) and the: Diwnific:d 
Group or Level 3 (Exhibit 99.8). Thea ahibiu generally follow the: format of Form 10-K and consist of 
separate financial statements for each Group and cxcc:rpu of other information from this Form 10-K 
pcrtainintt 10 each Bwinc:ss Group. 



For 1991 rcaulu. d~ Company rcporu financial informadon for four bualntlllflmtnts: conmuction: 
information JCrvices; rclccommunicarional and COil mlnlna. AddltlonaJ Ananciallnformarion about th~se 
scsmenu, indudin1 rtvtnut, optnllnalllftlnp, equity wnlnp. idcntiftabl~ assns. capital ~xp~nditur~~ . 
and deprtciadon, dtpltdon and amoniudon, u wellu foreign o~rations information. i~ contained in 
Note I) co the Company'• (:OMOlidated financial statements. 

ICIIWif COIIInUC'IDt ... 

COIIInUC'IDt ....._ 

The consuuaion buainaa is conducted by optradftl aubaidiaria of IG~it Construction Group 
lnc. (coUcctivdy, "KCG"), ICCG and ia Joint ¥1ftturel perform construction Krvices for a broad ran~ of 
public and private cwtomtn pri~ly an the United States and Canada. N~ contract awards durang 
1997 welt dlittibutcd amoq the following construction markets: tramponation (including haghwa~. 
bridps, airports, railroeda, and mass transit) - 62%, power. hat. cooling - 18%. comm~rcaal buildinp -
8%, water supply- 2%. mining - 2%. sewas~ and wutc diapoaal - I% and other rnarkcu - 7% 

KCG primarily perform.s ia Krvica u a pncral conuacror. AJ a aeneral contractor. KCG is 
responsible for me overall direction and manapmtnt of construction projects and for completion of ~ach 
contract in IC(:OI'CIIMe with flfml, plana, and specifications. KCG plans and schedules th~ projects, 
procum materlala, hlta workcn as needed. and award.s subcontracts. KCG generally r~quircs 
performance and payment bond.s or other assurances of operational capabiliry and financial capac it~· from 
iu subcontractors. 

C1 tad~ KCG ~rform• iu construction work under varaous cy~s of conrracu, including 
fixed unit or lump-aum/rice. 1uarante~ muim_um price, ~d cost_-reimbursablc conrracu . ~nrracu arc 
eith~r comrcthlvcly bl and awarded or ncgonated. KCG I publac contracts generally provade for the 
paymenc o a fixed price for me work performed. Profit on a fixed-price conrract is realiud on the 
difference between me CODUKC price and the actual COlt of construction. and the contractor bears th~ risk 
that it may nor be able to perform all the work for the s~fied amount. Connruction comracu gcnerall~· 
provide for propaa payments a.s work i1 compl~t~d. with a retainage to be pa1d when performance i~ 
substantially complete. Const.ruction contracts frequently contain pcnalues or ilqu1d~ted damag~s for lace 
completion and in~uently provide bonuses for early completion. 

0.•••••111 C1 twta. Public contracts accounted for 74~ of the combined prices of contracts 
awarded co KCG during 1997. Most of these contracts were awarded by gov~rnm~nc and 
quuigovernment units under ftud price contracts after competitive bidding. Most publi .. concracu arc 
subject to termination at the election of the government. In the event of termination. th~ conrracror u 
entitled tO receiVe me COntraCt price On Completed WOrk and payment Of terminat iOn rC'latC'J UUI\ 

11m .... At the end of 1997, KCG had hacklua (aml .. aro~teJ revenue trorn uncompl~ted 
contracts) of $3.9 billion. an incrraac frnm S.L\ hllllon 1111 chc end of 1996. Of current backloa. 
approximately S 1.0 hilli••n u ""' Clf'ect~ to be completed during 1998. In 1997 KCG was low bidder on 
;: ;:(, anlu wuh tutlll concract pnccs of $3.5 billion, an a~"'le price of S 15.3 million per job. Th~re were l 9 
11C'w proJects with contract prica over S25 million, accountin1 for 76% of the succcuful bid volume. 

CI•UIIIIII, A contractor's competitive position is based primarily on iu pric~s for construccion 
•ervices and iu reputation for quality. timeliness, ex~riencc. and financial strenph. The constructaon 
industry is highly com~titiv~ and ladu firma with dominant market powt'r. In 1997 EnAHI~C'rin~& NC'w• 
R~cord . a construction trad~ publication. ranked KCG 11 the 9th larpt U.S. conuactor 111 tcrnu o l 19'J6 
rev~nuc and 12th largest in terms of 1996 new contract award•. lr ranked KCG I u 1n the cramportation 
market in r~rms of 1996 revt'nUC' . 

,..... v..e.r... KCG frequently enters into joint ventures to efficiendy allocate expertise and 
rC')ources among th~ venturers and to spread risks usociated with particular projects. In most joint 

J 



venturc5, if one nnru~r is financially unable to bear iu share of cx~nses. the other venturen ma~· he 
required to pay those cosu. KCG prefers to act as the sponsor of iu joint venture~. The sponsor 
generally provid~ the project manaset• the majoriry of vennmrprovided ~rwnncl. and accounting and 
other adminimarivc auppon acrvica. The joint ventu~ amcrally reimburses thr sponsor for such 
ptuonncl and MrvM:. on 1 MfDdlled beaia. Tht 1ponaor l1 pnerally alloca~ed • majorit)' of chr 
venture's profiu and lo.a aad uluaUy hu 1 conrrollin1 vote In Joint venture deciaion makinJ. In 1')') .. 
KCG derived 704NI of iu joint wnturc rcwnuc frOm aporuored joint ventu~s and 30% from 
nonsponsored joint ventura. KCG's share of joint venture revenue accounted for 28'hl of au I ?9- total 
revenue. 

Du nlll! The volwnc and profitability of KCG's construction work depends to a 11gnifacanr o:rem 
upon the general acacc of rhe ecoDOmia of the United Stata and Canada. and the volume of work 
nvallnblc to conrncron. FIUCNidAI cNaland cyda are cypiw of dw indumy. and auch cyclca dcrcrminr 
to alafF arcnt the drsrce of c:ompeddon for aVFllablc proJcae. KCG'a conmucclon o~rauons could bt 
adversely affected by labor atoppqa or shonqcs. adverse weather condition~. shortagrs of supplies. 
or governmental action. The voiWM of available JOYCmment work is affected by budgetary and political 
considerations. A aiP,ificant dcaasc in the amount of new sovcrnmenr contracu. for whaccver reason). 
would have a material adverse effect on KCG. 

Leclll111 KCG muctura iu conmuction o~rationa around 20 principal o~rating office5 
locarcd rhroupour rhe U.S. and Canada. with hcadquancn in Omaha. Nebraaka. Throush iu 
eccncraliud ayaccm of manapmcnt, KCG hu been eble ro quickly rtlp!'nd ro chanaca in rhe local 
markets. At the end of 1997. KCG Mel currentJrojccu in 33 ltltes and 6 Canadian provincca. KCG 
alw participates in the construction of ptherm power planu in the Philippmn and Indonesia. 

,.,lrtlll. KCG haa 20 diatrict officea. of wh1ch 16 I ff in owntd fae~luan and 4 art lcaaed 
KC<..; owm or leases numerous ahopa. tquapmenr yarda. uorase facilitiea. warehou• ·•· and conurucuon 
material quarries. Since construction projects a~ inherendy temporary and locations~cific, KCG own• 
approximarcly 9SO ponable offica. ahopt, and transport trailcn. KCG has a larse equipmcnt flcct, 
including approximately 4.SOO rrucks./iclwps. and automobiles. and 2.000 heavy construction vehicles. 
such as graders. scra~rs. backhoes, an cranes. 

Several KCG subsidiaries, primarily in Aritona and Orqon, producc conurucuon matcnah. 
including readymix concrete, asphalt, sand and gravel. KCG also has quarrying opcrauom an New 
Mexico and Wyoming. which produce landscaping materials and railroad ballast. Kiewit Mining Group 
Inc. ("KMG•), 1 aubtidiary of KCG, provida mine mana8tmenr acrvicct ro Kicwir Coal Propt'rtie• Inc .. 
a subsidiary of PKS. KMG alto owns a .. 8% internt in an undcrsround coal mine nt'ar Pdham. Alabama. 

LIVD. J ~.INC. 

Level 3 ensa~ca in the information services, telecommunications, coal mmang and energy 
busincucs. throUJh ownership of o~rating subSidiaries. joint venture inve5tmenu and ownership of 
substantial positions in public companies. Lnel 3 also holds smaller positions an a number of 
dcvclopmenr •t&F or atanup ventures. 

PKS Information Services. Inc. (" PKSIS") ia a full Krvict informauon ttchnology company that 
providea computer operations outsourcing and ayatems intesration aervacea 10 cuaw mera located 
throughout the United States as wdJ u abroad. Utilizing all computing environmenu from mainframes to 
client/server platforms, PKSIS offers custom-tailored computer ouuourcing services. PKSIS also 
provides network anci systems inrqration and nerwork manascment services for various computer 
platforms. In addition, PKSIS develops. implemenu and aupporu applications software. Through iu 



aubtl~ N£T 'IWtnty·One, Inc., PKSIS' mategy is to focw on assisting iu cusrom~rs in ~w~b ­
enabling legacy software applications, that is. migrating comput~r applications from doled compuung and 
nnworki~ environments to netWOrk platforms using Trammiuion Control Protocolllnt~rnet Protocol 
( TCP/IP ) technoiOI)' that are then acccucd wing Web browscn. 

The computer ouuourcing scrvic:a offered by PKSIS throuah iu aubaidiary PKS C etlllJlUtt't 

Services, Inc. include netWOrkina and compucin1 ~""'i'" ncetamy both for older mainframe-based 
syst.ems and ncwtr dlmc/Nrvtr .. butcf ay1tem1. PKSIS provlda lu outsourcinf services to clienu that 
domr co focua chtlr rttOUica on c:ore bwinaaa, rather chan expmding capita and incurring ov~rh~ad 
costs ro operace their own compurinJ environment. PKSIS bclirvn that it is able to utilize iu expcrrise 
and experience, u well u operating efficiencies. to provide iu ouuourcing cwtom~rs with l~cls of 
servic~ equal to or bftter t.han those achi~vable by th~ cwtomer itself. while at the ume time reducins 
th~ customer's cost for such services. This service is panicuJarly useful for those cuuomen movin8 from 
older computing platforms to more modern client/~trver nerwork1. 

PKSIS'ifMCIIU lnrearadon scrvica help cwtomen define. develop and implement cost-~fT~ctive 
informadoa eemc:a. In addition. chrough PKS Systems Integration. Inc .. PKSIS offers re~ngin«rang 
servic:a that allow companies to convert older legacy software systems to modern necwork~d computing 
systems, wich a focus on rem1in«ring softwan to enabl~ older softwar~ application and data 
repositories toM accased by Hypertext Markup Language (HTML)-based browsers (MWeb browsen") 
over the Internet or over private or limited access TCPIIP networks. 

PKSIS, through in Suite 2000-SM line of services. provides cullomera with a multi-pha:oed 
service for convenin1drosrams and application so that date-related information is accuratrly proceu~d 
and stored before an afcer the year 2000. Through the process of convening a custom~r·s l~gacy 
software for year 2000 compliance, PKSIS is able to provid~ additional insig:u and advicr ro furthrr 
stream-line and improve the customer's information ayar~ma. 

PKSIS hu eatabllahed a tofcwar~ engin«ring facility at the National Technology Park in 
Limerick, Ireland, to underu.k.c: large scale development projecu; ayscem conveuiona: and code 
restructuring and software re-cftlinecri"4. PKSIS hu also enablished rrlationships with domestic and 
international pannen co provide 1uch activities u well as establishing rec~ndy a joint v~nture in India. 

PKSIS' subsidiary. LexiBridge Corporation of Shelton. Conn~cticut . provides customers with a 
combination of workbench tools and methodology that provide a compl~t~ strategy for convening 
mainframe-based application systems to client/server architecture. while at the san>~ tim~ ~nsuring year 
2000 compliance. 

In 1997. 93% of PKSIS' r~venue was from external customen and the remaind~r was from 
affiliates. 

Level 3 recently has determined to incrcas~ substantially the ~mphasis it placr' '"' and thr 
resources d~ot~d to i~ information services busin~u . wirh a vi~w to bccurnins 11 taolr11u-- t..urJ pruvrd~r 
(that is. a provider of information aC'rvice• thar nwru or ln ut • tubatanual poruon of the plant. property 
and tquipm~nt ncc~n11y to pruvlde tho•e trrvices) of a broad range of integrated information servica 
'" buuneu (the ~Expansion Planh). Pursuant to the Expansion Plan. Level 3 intends to expand 
substantially its current information services business. through both the expansion of the busineu of 
PKSIS and the creation. throu~ a combination of conmuctlon. purchase and leasing of facilities and 
other asseu. of a substantial. fac11itin-based communications network that utilizes lnt~rnet Protocol or IP 
r~chnology. 

In order to grow and expand substantially the mlormarion •~rvac~s it provides. Level 3 has 
dtvrlop~d a compr~h~n•ive plan ro conarrucr, purchas~ and lease local and backbon~ faciliu~s 
nn:cno~rv co provide a wide range of communications services over a n~cwork char uses Internet Protocol 
based rechnology. These services include: 



• A number of bwinas-oriented communications services wing a combination of n~ork 
facilities Levd 3 would conuruct, purchase and lease from third parries. which services ma~· 
include fax services that are trammitted in parr over an Internet Protocol nerwork and arc 
offered at a lower priu than public circuit-switched telephone nerwork-bascd fu service and 
voice mCIIIF storins and forwudins that are truumined in parr over the ume Internet 
Prorocol tec:hnoiOI)' baaed network; and 

• Alter contttuttlon. purdwe aftd leur of JOdi and backbone fatllhirs. a tall((t of ltHrrtlt' l 

access services at varying capacit}' levds and. as technology developme-nt allows. ;u 
' rrcified ll'vela of quality of ~rrvicl' and ~tcurin• 

Level 3 believes that, ~r time, a substantial number of bwinessa will convert ex1stmg 
computer application systaru (which run on anda.lone or netWOrked computing platforms utilizing a wide 
variety of opentiJll systems, applic:ationa and daa tq)Oiitoria) to compurcr systems that communicate 
wing Internet Protocol and art aa:eaed by UICI'I employing Web browsm. Levd .~ bdin-es that such 
a convmion will ocau for the foUowint ra10n1: 

• Internet Protocol hu become a tk fo(to nerworking standard supported b~· numerous 
hardware and eoftware wndon and. u auch. provides a common protocol for connC'ctlng 
compuren utilizins a wick variety of opcrarins systems; 

• Web browiCtl can prcwidc 1 ICIAdardiud inrerhcc 10 daca and applicark 1s and rhw htlp ro 
minimize coeu ol crainifts pcnonncl ro accaa and ute that raourca: and 

• As a packet-switched teChnology. in many instances, lntemer Protocol utilizes nerwork 
capacity more efficiendy than the circuit-switched public telephone nerworr. Consc:quendy. 
cenain services provided ~r an Internet Protocol nnwork may be leu costly than the aamc 
.crvice• provided over public switched telephone nerwork. 

Level 3 funhtt believes that bwinasa will prefer to contract for assistance in malUng this conversion with 
those vendors able to provide a fuiJ rlllF of services from initial consultinJ to Internet accas with requisite 
quaiity and security kvds. 

Puuuant to the Eapanalon Plan, l.ntl J'a mttfl)' will be ro autmpr ro meet rhia cuuomer need 
by: (i) growing and expanding its existing capabilities in computer nerwork sysrems. consulting. 
" '" "'urc·inl!. and 1oftwarr rren(llin~erinjl . with p~rticular rmrhasi• on cnnvrnion nf lttt•cv mftwart 
• )' •tcn ll• tu • )' •lOIII• tltil t ,., . ., '-UIIIjlt~llbl co with 11111::1 11171 l'lutu<.ul llt:twcuk• c111cl Welo hlctWU'I• .. ._, cou , tlllcl 
(i t) creating a national end-to-end Internet Protocol based nerwork through a combinauon ot construction , 
purchase and leuing of asseu. Level 3 intends to optimize irs international nerwork to provcde Internet 
based communications services to bwinnses at low cost and high quality. and to design irs nerwork. ro 
the extent possible, to more readily include future technological upgrades than older. less flexible 
nerworks owned by competitors. 

To implement iu mategy, Lntel 3 has formulated a long term buainns plan that frovides for the 
drvdormrnt nf an tnd· to•end nftwork optimized for the Internet Protocol. Initially. IA"ve .~ will niTer iu 
u·rvu.t a nvtr facili11ea. both loatl and national. that 11r 111 parr luu•cl from third parttta tu allnw fur tht 
offering of services during the conatrucuon of Ita own factlltle~. O ver ume. it 11 anticipated that the portton 
of Lcvd 3's nerwork that includes leased facilities will decrease and the ponion of facilities that have been 
constructed, and 1ft owned, by Levd 3 will increase. Over the next 4 ro 6 yean, it is anticipated that the 
Level 3 nerwork will cncompua locaJ facilities in approximately 40 North American marktts, leased 
backbone facilities jn tpproximatdy 10 additional Nonh American matkeu, a national or inter-city nt'l'Work 
covering appro:Umatdy 15,000 miles, the establishment of local facilities in approximately I 0 European 
and 4 Asian markets and an inter-city nerwo rk covering approximately 2.000 mile) across Europe. Level 
l h11r ruh tu d••'•" and cunttrllft h• lnttt• ~W it y llftWutk utlnt muhlpl' w n4full•. t .. n l J llrllrvr• chat tht 
spare conduits will allow it to deploy future technological innovations and expand capactry wuhout 
incurring significant overbuild casu. The foregoing description of the Lcvd 3 nerwork md the Expansion 



Plan corucituta a forward-looking sratement. The acrual configuration of rhc ncrwork. includang rhc 
numhcr of markets aerved and the expanae of rhc intcr-ciry ncrworks wall depend on a vanery of facrors 
ancludang Level 3's abiliry to: access markcu; design fiber optic nerwork backbone routes; amact and 
retain qualified pcnonnel; desisn. develop and deploy enterprise support systems that will allow Level 3 
to build and operate a packet switched nnwork that interconnects wich chc public switched nerwork, 
innall fiber optic cable and facilities; obtain ri1hra-of-way. buildinaacca• ri1hu. unbundled loops and 
required aovcrnmcnr authl'riudons. franchises and permiu: and ro negotiate interconnection and peering 
agreements. 

The operations to be conducted a.s 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 authorities exercise jurisdiction over 
telecommunications both originatinl and terminating within a atatc. Generally. implementation of rhr 
Expansion Plara will require obrainin(_and mainrainin1 ccnificaca of auchoriry from regulatory bodlc1 111 
mon naca where acrvicce arc co be offtred. 

With respect to the Expansion Plan. level 3 is dcvotin1 substantially mmC" manal(emrnr limr and 
capital rnourcea to ita informetlon acrvicc• buaineu whh a view to makmg rhe antormation services 
business. over dme, the principal bwiness of Level 3. In that rnpcct. the management of Level 3 ha.s 
been condwxinJ a comprehensive review of the cxistinJ Level 3 bwinesscs to determine how those 
bwincsses wiU complement Level 3's focus on information services bwinesscs a.s a result of the 
Expansion Plan. For example, the management of Level 3 negotiated the we of irs energy interests (sec 
"CalEnergy" below) bccawe it believed that che ongoing ownership by Level 3 of an interesc in an cncr1~Y 
busincMa wu noc comptdblt wirh iu focw on rhc informarion acrvica bualnru. and bccauae sale of 
rhoac UMU provided 1 aubttandal portion of rhe money nccnaary to fund the early srag~s of tht' 
Expansion Plan. 

In ll&.hlhlon, rhc Cunacrucuon Group and Level j arc curr~ndy di~ewsing a resrrucruring of the 
current mane management arrangement berwccn the rwo Business Croups. Level 3 also is reviewing its 
involvement in a number of start-up and dcvclopment sragc bwinesscs and recently completed the sale 
of its interest in United lnfrutrucnm Company ("UIC~). Level 3 is also currently discwsing with the 
Consuuction Group the sale of Kiewit Investment Management Corp. ro the Construaion Group. Level 3 
ha.s no current intention. however, to sell. cfupose or otherwise alter iu ownership interest in the C-TEC 
Companies. · 

O n September 30. 1997, C. T EC completed a tax-free restructuring, which divided C. TEC inro 
rhrec public companies: C-TEC. which changed its name to Commonwealth Telephone Enterprises. Inc. 
<~Commonwealth Telephpne"), RCN Corporation ("RCN") and Cable Michisan. Inc. rcable Michigan·). 

•11111111 ef lite C.1'1C. c..,. ..... Commonwealth Tclephon~ owns thr followin(t 
businesses: CommonweaJrh Telephone Company (rhr rural local cxr hantrr lilrtl r r hut inr .. J. 
Commonwealth Communication• ( rhr co nutuanluuuno rugutre~lina hualneu) ; I he l'ennaylv•n•• 
, ""'I'"' 11 lvt l.u .• J el~o.h.wge ~o.arrler 1Jua1neu; •nd long d istance operauons an ct'rraan areas of 
l'ennsylvaru•. RC N owns the following businesses: iu competitive telecommunication~ services 
op~rations in New York Ciry and Boaron; iu cable television operations in New York, New Jersey and 
Pennsylvania; iu 40% interest in Mcgacable S.A. de C. V., Mexico's second brgest cable operator; and its 
long dist.ance operations (other than the operations in certain arcu of PennJylvania). Cable Michigan 
owns and operates cable television '}'Sterns in the State of Michigan and owns a 62% interest in Mercom, 
Inc .. a publicly held Michigan cable television operator. 

OwHr1lll' llf .... C.TIC C-~t••lea. In connrcr ion wirh rhe rcurucrur inl' •nd u oa rcauh of rlaC' 
convrnion of cerrain •hare• of C· T 2C held by Level J . Lcvcl 3 now holda IJ . J20.48~ ahar~• of RC N 
~ommon uock. 3.330.11 9 shares of Cable Michagan common srock. and 8.880.322 shares of 
Commonwealth Tclephont' common stock. Such ownership represenu 48.5% of the outstanding 



common arock of Cable Mlchipn, ...... ,., o( w ourstandins common stock of Commonwealth Td~honC' 
and 46.1% of the oumandina common arock of RCN. 

Each of the sJwa of RCN common stock, Cable Michipn common srock and Commonwealth 
Telephone Common Stock is uadcd on the National A.uociation of Securities [XaJen. Inc.'s National 
Marker (the •Nudlq NacionaJ Mubt"), 

In iu fllinp with the Securities and Exchange Commisaion, the board of dirccrou of C-TEC 
concluded that the dinributions were in the bat interests of the aharcholders because th(' dmriburions 
will, among other things, (ij permit (. TEC to raise financing to fund the developmrnt of thC' RCf' 
business on more advantageous economic terms than the other alternatives available. (ii l facilitatC' 
possible future acquisitions and joint venture investmenu by RCN and Cable Michigan and possibiC' 
future offerings by RCN. (iii) alJow the manasemenr of each co~pany to focus attention and financial 
resources on iu respective bwinca and permit each company to offer cmploytn incentive• that arc more 
dirccrly linked co chc performance of Ice NlpiCdvt bu1int11. (lv) faclllcaft chr ablliry of each company to 
srow In both 1lu and profhtbllhy, and (v) permit lnwtton and tht flnandal mar~u to better understand 
and evaluate C-TEC's various businesses. 

AUIUIIII .. Malllall, Slnu the owncnhap by uvd 3 of the equity and voung nghu of each of 
RCN, Cable Michigan and CoiiUDOIIWalth Telephone at the end of 1997 was less than 50%, under 
generally acc.cptcd acc:ountin& principia. Lcvd 3 wa the equity method to account for its invenmcnu in 
each of these compuia. UDder me equity method, Lcvd 3 rcporu iu proponionatc share of each of 
Commonwealth Tdcphoac's, RCN'• and Cable Michipn'a caminp, even thoush it has received no 
dividends from thOIC cotapuia. Lncl 3 keeps track of the carryin1 value of iu invcarmcnt in each of 
the C-TEC Companin. •Carryin. value" u the purchase price of the investment, plus the investor's 
proponionatc ahare of the invarecs earnings, leu the amonized portion of goodwill , leu any dividends 
paid. U¥el 3 purc:hued itt C-TEC Companies shares at a premium over thC' boo: . value' of thC' 
underlying ncr aucta. This premium is beinJ amoniud over a period of between 30 to 40 yean. At 
December 27, 1997 the c:arryins value of Level 3's Commonwealth Tdcphone shares wa~ S7S million. 
RCN shares was $21-4 miUion and Cable MidUpn shares wu U6 million. 

1111:tJI11 .. Ill c.• OI•Jinln RCN Is dcvelopinJ advanced fiber optic ncrworlu to 
provide a wide range of telecommunications aervices includins local and long distance telephone. video 
programming and data servicea (including high speed Internet acceu), primarily to reaidential cu11omen 
111 selected markets in the Boston to Wuhinsron, D.C. corridor. Cable Michigan is a cable television 
operator in the State of Michipn which, u of [Xcember 31. 1997, served approximately 204,000 
subscribers. These fipta include the approximately 42,000 subscribers served by Mercom. a 62% 
owned subsidiary of Cable Michipn. Clustered primarily around the Michipn communities of Grand 
Rapids, Traverse City, Lapeer and Monroe (Mercom), Cable Michigan's J)'Jtems aervc a total of 
approximately •oo municipalities in suburban markeu and small town•. Commonwealth Telephone 
Company is a Pennsylvania public utility providing local telephone service to a 19 counry, S.067 squarC' 
mile service territory in Pennsylvania. The telephone company services approximate!)' 2'\'J,OOO main 
acceu lines. The company also provides network acceaa, long di11ancr. and bill1ng and collrcuon 
itrvacC's to interexchange carriers. The tdephonC' company's busmeu customrr bur is diverse 10 aize 
as well as industry, with very little concentration. Commonwealth Long Distance operates principally in 
Pennsylvania, providins switched aervic:es and resale of several types of servius. using the ncrworlu of 
several long distance providcn on a wholesale buis. Commonwealth Communications Inc. provides 
tclccommunicarions enpncerins and f'adlitles manascmenr services to larat corporate clients, hospitals 
and universities thro"Jhout the Nonheutem United States and sells, installs and maintains PBX systems 
in Pennsylvania and New Jenq. In January 1995. C-TEC purchaacd a 40% rquiry posuiun in 
Mrttacahlco. Mexico'• u cond larJ~etl cable tcleviaion operator. acrvmg approximately 174,000 •ub~eraben 
Ill 1,! Clllel. 

For morr information on the business of each of RCN, Cable Michigan and Commonwealth 
Telephone, please see the individual filings of Annual Reports on Form I 0-K for each of such companies 
as filed with the Securities and Exchange Commission. 



C*L ••• 

LeveJ 3 is cnppd in coal minifta throup iu sublidiary. Kiewit Coal Propcnies Inc. ("KCP") . 
KCP has a 50% intcrat in three mina. which arc operated by KCP. OccUr Coal Compan)' c·Dccker") is 
a joint venture with Waum MiDaals, Inc., a subsidiary of The RTZ Corporation PLC. Black Buu~ Coal 
Company (.Black Bune1 is a joiac WDhft wir:b Biner Creek eo.J Compuy. a subsidiary of Union Pacific 
Resources Group Inc. Walnut Creek MinillJ Company c•waJnur Creelt) is a g~n~ral parrn~nhip with 
Phillips Coal Company, a subsidiary of PhiUips Petroleum Company. Th~ o~ck~r minC' is located in 
southeastern Montana, the Black Butte mine is in southwestern Wyoming. and thC' Walnut Cr~~k mm~ is 
in· can-central Tau. 

Pr18llln ... •stldtn The coal mines we the surface minina method. Durins surfau 
mlnln1 operadona. copllll il IIIHYtd and 11ortd for l1111 UM in land r•damarlon. Af~tr removal o( 
topsoil, overburden in vuyina dUckna.a u stripped from ahem coal tams. Srrippln! operations arr 
usually conducted by manJ of larJc, earth-moving machines called draglin~s . or b~· flrru of trucks. 
scrapers and power shovels. The exposed coal is fra.:turcd by blasting and is loadC'd into haul truck' or 
onto overland convcyon for transportation to processing and loading facilities. Coal dellv~r~d b~· rail from 
Decker oriJinata oa chc Burlinpon Nonhcm Railioad. Coal delivered by rail from Black Buttr originates 
on the Union Pacific lllbaecl. Coli il..., hauled by trudu from Black Bune ro the nearby Jim Bridaer 
Power Plane. eo.J il clclfwted by crucD from Walnut Cmk co the adjaunt facilities of thr Texas-New 
Mexico Powu Company. 

c.l1•1no. The coal produced from thr KCP mines is sold primarily to clrctric utilities, which 
burn coal in order to produce aceam to. sencrate electricity. Approximately 89% of sa Irs ar~ madr undrr 
longterm contracts, and the remainder uc made on the spot market. Approximately 79%. 80% and 80% 
of KCP's revenues in 1997, 1996 and 199S, rapeaivcly. were derived from longterm contracts with 
Commonwealth Ediloa Company (with Decker and Black Butte) and The ~roit Edison Company (with 
Decker). The primary amomer of Walnut Cmk is che Tnas·Nrw Mexico Power Company. 

C1 b Ill Cwtomcn enter into longtcrm contracts for coal piimarily to srcurr a rcliabl~ 
""Iter of 'upply 11 1 predlctablr price. KCP'a major lon11rrm contr1cu havt' rrma111ing rrrma ran~in~t 
lrnm I to j() r~•ra. A majority ofKCP'alonltC'rm conuacu providC' for J>C'rtndll JHHC .~J,uarmrnr. . l'hc 
price is typrcally adjuaed throuch the we of various indrcea for items such aa muwab. supplies. and 
labor. Other portioas of w price uc adjwtcd for chanJes in production rues, royalties, and changes in 
cost due to new !cplllcioa or ,..uJacicm. In moR cua. thnc coat items arc directly passed throup to 
thr cutromer., iniurrtd. In 111011 caaa cht priCI la abo adjuated bucd on the heatins content o( thr coal. 

Decker has a sales conuaa with Detroit Edison Company that providrs for the delivery of a 
minimum of 36 million tons of low sulphur coal during thr period 1998 through 2005. with annual 
shrpm~nu ranging from 5.2 million .tons in 1998 to 1.7 million tons in 2005. 

KCP and iu mining ventures havr rntercd into various agreements with Commonwealth Ediwn 
Company (•Commonwealth·). which stipulate delivery and payment terms for the salr of coal. Thr 
agreements as amended provide for delivery of 88 million tons durinJ the period 1998 through 2014. with 
annual ahipmenu ranpnJ from 1.8 million cons to 13. J million tons. Thcsc deliveries indudr 15 million 
rons of coal reserves prcviowly sold to Commonwealth. Since 1993, the amended contract bctwccn 
\.ommon~•lth 1nd Bl1ck Butte providrt that Commonwe1hh'• delivery commitmrnu will M aariafi~d . 
11111 with ~eu•l (lluduu1d fru111 thtl "1t411 ltuu• tnhll. hut w1tl1 ~u•l JllUl'hued ftc tltl tlu•• un•fllll•tf,f n•ln.,• In 
the Powder Jtjver Basin of WyomlnJ. Thr c.ontract amrndment allows Black buur to purchuc ahC'rnatC' 
source coal at a price bdow iu production cosu, and to pass the coat aavinp throu._" to Commonwealth 
while ma.inraininJ the profit marpna ava.ilablc under the oriJinal contract. 

Thr contract between Walnut Creek and Tcus-Ncw Mexico Po~r Company provides for 
delivery of between 42 and 90 million tons of coal during the period 1989 through 2027. The aaual tons 



provided will deptnd on rhr number of ~r uniu construCted and optrated b~· TNP The maximum 
amoum KC P is npccting to ahip in any onr ~ar is brtwttn 1.6 and 3.2 million tom. 

KC P also has other &ales commitments. includins rhoK wirh Sierra Pacific. Idaho Power. Solvay 
Minerab. Pacific Power & Upu. Minnaoca Power, and Mississippi Power. that provide for the delivery of 
approximardy 13 million tons duoup 2005. 

c..e Pri.IIIID Coal production bcpn at rhe Oeclcer, Black Butte. and Walnut C reek min~• in 
1972. 1979, and 1989, rapraivc!y. KCP'a aharc of coal mined in 1997 at the Drcker. Black Bum. and 
Walnut Creek mina wu 5.9, 1.0. and .9 million rona. resptctively. 

lten•••· KCP'a total revenue in 1997 was $222 million. Revenue anriburable to the Decker. 
Black Buuc. and Walnut Creek entities wu $114 million. $89 million. and Sl7 million. reapectivrly. 

Under a 1992 mjnc ~ment 11rrcment. KCP pays a KCG subsidiary an annual fee equal to 
30% of KCP's adjunr4 optratinsancomr. The fee in t 997 was $32 ~ill ion. 

IMI .... At the end of 1997, the backl01 of coal to be sold under KCP's longterm contracts was 
approximately S 1.4 billion. based on December 1997 marker pricn. Of this amount. S213 million is 
expected to be sold an 1998. 

1111,..., At the end of 1997. KCP's abare of asaiptd coal mrrvrs at Decker. Black Buue. 
and Walnut Crrek wu Ill, 39, and 31 million rona, mpccnwly. Of chtN amounu. KC P'a ahatt of the 
commintd rtNI'Vft of Ofcktr, 8Jack Buue. and Walnut Cntk wu •6. 2. and 23 million tons. 
rrapectlvtly. Aaslsntd racna repracnc coal that can be mined win~ KCP's current mining pracciccs. 
Committed mrrves (excluding alternate souru coal) reprt'lt'nt KCP • maximum conn. crual amounu 
These coal rrKrve estimates repmrnt total proved and probablr reaervcs. 

Lealie. Thr coal reserves and drpotiu of the manes are held pursuant to leases with the 
lcdrral government through the Bureau of Land Manasement, with two trate governments (Montana and 
Wyoming). and with numcrow privarc pania. 

C••u•hn, Tht coal in4wrry is h&ply comptritive. KCf comperes not only with other 
domestic and fomsn coal suppliers, some of whom are larger and have greater capital resources than 
KC P. but also with alrcmarivc mttbods of senemins elrctriciry and alternative enerp- sources. In I 996. 
KCP's produaion repmrnttd J.S% of rocal U.S. coal production. Demand for KCP s coal is affected lw 
economic, political and regulacory factors. For rumple. recent "clran air lawa may awnul(ltc demand l o r 
low \ulphur coal. KC P's w~11rrn coal retcrvea gen~rally have a low sulphur content (leu than one 
p•· •u-n t ) .and arc currc:nrly uarful principally .as fuel for coalfirrd ueamelcctric generating units. 

KCP's sales of iu western coal. like sales by other wes~ern coal producen, typically provide for 
delivery to customers at the mine. A significant portion of the customer's delivered cou of coal is 
attributable to transportation cosu. Most of thr coal sold from KC P's western manes is currently shipped 
b\' rail to ut.ilitica outside Montana and Wyoming. The D~ckrr and Black Butte mines ~re rach served bv 
a smglr raalroad. Many of thcar western coal compttaton a~ served by two raalroads and such 
competiwrs' cuuomers often benefit from lower tranaportation cosu bccausr of competition bcrwecn 
r.ulruads for coal haulang bualneu. O ther western coal producers. panicularly thoK in the Powder River 
!tum of Wyoming. have lowe~:::J:ring ratios (that is. rhe amount of ovrtbwdcn that must be removed in 
proponion to the amount of · lc coal) than the Black Butte and t:>edw mines. often rau.lting in lower 
comparadve costs of production. Aa a rau.lt, KCP'a production cosa per ton of coal ar the Black Bune 
and Decker mines can bt u much u four and five times greater than production coats of certain 
compcmors. KCP's production cost diudvanrasr has contributed to iu agreement to amend it~ 
longterm concract with Commonwealth Edison Company to providr for delivery of coal from alternate' 
source mines rather than from Black Butte. Becauae of rhesc cost diudvantlftt'S. KC P drH't 11111 Clp«'CI 

that 11 will be able to enter inro lo nttaerm coal purchatt wn11acu for ftlack 1\uue and Decker produt.uon 



- - -----

as the current longterm ~ntracu api~. In addition, thew coat disadvantages may advenely affect 
KCP's ability to compete for apex sales in * futu~ . 

...... 11.11111 11. filii The Comr:y Ia rcq&aired co comply with various federal nate and 
local laws and rcplatioru c:oncernina procect n of cht envbonmenc. KCP'a ahart of land reclamation 
expenses in 1997 wu $3.6 millioa. KCP'a dun of ICCnMd admattd reclama1ion com wu S I 00 
million at the end of 1997. The Company does not expect to make siJnificant capital n:penditurts for 
environmental compliance in 1998. The Company believes iu compliance with environmental protection 
and land ratoration laws will not afkct iu competitive position since iu competitors an rhc mining 
indwtry art aimilarly affected by auch laws. 

CalEnelJY develops. OWDJ, and operates dearie power production facilities. panicularly those 
using geothermal resources, in the Uniccd States, the Philippines, and Indonesia. In December 1996. 
CaiEnergy and Level 3 acquired Nonhem Electric pic. an English electric utility company. CaiEnergy is a 
Delaware corporation formed in 1971 and hu iu headquarters in Omaha. Nebraska. CalEne~· 
common stock is traded on the New York. Pacific, and London Stock Exchanges. In 1997, Cal Energy 
had rcwnue of $2.3 billion and a net loa of $84 million. Ar. the md of 1997, CaiEnergy had roral asseu of 
S7.S billion, debe of U .S billion, and ROddloldcn' equiry ofSl.-4 billion. 

At the end of 1911, Lne1 3 owned approximately 2•~ o( che common arock of CaJEnrCJY. Under 
generally accepted accounting principles. an investor owning between 20% and SO% of a company'• 
equiry. generally uses the equity method. Under the equity method. Level 3 reports its proportionate 
share of CalEnergy's eaminp. even though it hu received no dividends from Calf.nergy. Level 3 keeps 
track of the carrying value of iu CalEnergy investment. "Carrying value" is the purchase price of the 
investment, plw the inVCRor's proponionate dun of the invesuc's earninp. leu the amoniz.cd portion 
of goodwill. leu any dividends paid. Ar. December 27, 1997 the carrying value of Level 3 's Cal Energy 
ahara wu $337 miUion. On Jan&aary 2, 1998, Lcvd 3 sold its entire interat in CalEnergy along with irs 
interests in several development projKU and Norchem EJecrric pk. to CaJEnnsr for approximately S 1.16 
billion. ...._,1181 

-l'fell.-. Level 3 tw invcared Sl2 million for a 6~% equity intc~sr and S4.3 million loan 
to California Private Truuportation Company. L.P. whach developed. f1nanced. and Lurrrruly opcrares 
the 91 Express Lana, a ten mile, four lane tollroad in Orange County, CaJifornaa. T he full y automated 
highway uses an electronic roll collection syatem and variable pricing to adjwr rolls to demand. Capital 
costs at completion were S 130 million, S 110 million of which wu funded with limited recourse debt. 
Revenue collected . over the 35year franchise period is used for operating n:penscs. debt repayment , 
and profit distributions. The tollroad opened in December 1995 and achieved operating break-nco in 
1996. Approximately 100,000 cwtomers have registered to use the toUroad and weekday volumes 
rypically exceed 29.000 vehicles per day . 

........ hlftwt ..... c •• , • .,. UIC waa an equal parcnenhip between 1\tcwir lnframucturr 
Corp .. a wholly owned subsidiary ofl.cvel3. and Bcchtellnfrutructure Enterpruca, Jm . < .. Bc:chccl") . UIC 
was formed in 1993 to devdop Nonh American infrastructure projects. During 1996, UIC began ro focus 
primarily on wattt infrastructu~ pro;ecu. principally cJuoush U.S. Wacr. a parmmbjp formed with United 
Utilities PLC . a U.K. company. A. pan of the atraregic decision to concentrate on iu information services 
bwiness and the Expansion Plan, on December 31 , 1997 ~Awl 3 sold iu entire interest in UIC to Bechtel 
fo r S I 0 million . 

... ....... , ..... Kiewit Mutual Fund, a Delaware bwincss trWI and I rcaiatcrcd investment 
company, was formed in 199-4 . lni,ially formed to manage the Company's internal invcstmenn. shares in 
Kiewit Murual Fund arc now available for purchase by the general public. The Fund'• invesron currently 
include individ&aals and unrelated companies. as well u Company aff'aliatcd joint ventura, pension plans, 



a..s tht: current longterm conuaca expire. In addition, rhae COal diaadYiftfiJCI may adversely affect 
J<rr·~ •hility to compete for spot sales in the future. 

ra ....................... The Company Ia rcqulled to I.Onlply with VIIIIIIU frtlrr,al. uarr and 
local laws and repalations concerning protection of the environment. KCP's •hare ot land redamatwu 
expenm in 1997 wu $3.6 million. KCP's share of accrucd estimated nclamation com wu S I 00 
million 11 che end o( 1997. The ~y doa nor nptct ro make aipificant capital expenditures for 
environmental compliance lft 1991. TIM COmpany belltvt~ lu compliance wirh enveronmenral proccction 
and land restoration laws will not aft"ea iu comperidw position alnce lu compcthou in rhe minin1 
industry arc similarly affected by such laws. 

CalEnergy develops, owns. and operates electric power production facilities. pa"icularl~ thoK 
using geothermal resources, in &:he Uruccd States, the Philippines, and Indonesia. In December 1996. 
CalEnergy and l..ntel 3 acquired Nonhcm Elearic pic. an EnJllah dearie utiliry company. CalEnergy is a 
Delaware corporation formed in 1971 and lw iu hadqiWten in Omaha. Nebraska. CaJEnergy 
common stock is traded on the New York, PKific, and London Scock Exchan,a. In 1997, CalEnCfJ)' 
had revenue nf Sl.l billion and 1 net l011 of S84 million. At the end of 1997, CaJEncrgy had total useu of 
S7.5 billion, debt of S3.S bUUon, and acockholt4era' equity of S 1.4 billion. 

At the end of 1997. LcwJ 3 owned approumarcly 2-4% of the common stock of Cal Energy. Under 
generally acupctd KCOUndq priad •• an invcsror ownin1 between 20% and SO% of a company's 
equity. generally wa the equ.iry medaod. Under che equiry merhod, Level 3 rcpom iu proporuonare 
share of CaJEnergy's caminp, nm tboup ir hu rcaiwd no dividends from CalEncrJY. Level 3 ktcpa 
rrack of the carrying value of iu CalEnergy investment. "Carrying value" is the purchue price of rhc 
tnvcarmcnt, plua the lnvncor'a pro~rcionate aharc of the investee's earnings. les~ the amo"iz.cd ponion 
of goodwill, las ~Y. dividends p11d. At Decem"cr 27, 19?7 the . u~ryins v~lue of_Level .~·s CaiEncrp 
shares was S337 milhon. On January 2, 1998, Uvd 3 sold ttl enure tntcrcu tn UJEnergy along with m 
interests in several devdopment projects and Nonhem Electric pic. to CaiEncrgy for approximately S 1.16 
billion. 

1111 TelreM. Level 3 haa invetred Sl2 million for a 6~% equiry interest and $4.3 million loan 
to California Private Transportation Company, Lr. which developed. flnanced. and currt'nrly operates 
the 91 Express Lana, a ten mile, four lane toUroad in Orange Counry, Californta. The fully automated 
highway usca an electronic roll collection system and variable pricina to adjwt tolls to demand. Capital 
com at complerion were SUO million, S I I 0 million of which was funded wirh limited recourK debt. 
Revenue collected over the 35year franchise period is wed for opcradnJ npcnsea, dcbr repaym,.nc, 
and profit distributions. The tollroad opened in December 1995 and achieved operating break-even in 
1')9(, . Approximately I 00,000 customers have registered to uK the tollroad and weekday volumes 
typically exceed 29,000 vehiclea per day . 

....... W.wllwtlwe c •• , • .,. UIC was an equal pannenhip between Kiewit lnfrurructure 
Corp .. a whoUy owned subsidiary ofl..cvel3, and Bechtellnfrurructure EnterpriJes. Inc. c-J~cchtcl"). UK. 
wu formed in J 993 to develop Nonh American infrutructurc projecu. Durins 1996. UIC began to focw 
primarily on warcr infrutrucnm projects, principalJy through U.S. Wacu, a pannenhip formed with United 
Utilities PLC. a U.K. company. AJ part of the suatesic decision to concentrate on its information services 
husincu and the Expansion Plan, on December 31, 1997 Level 3 sold iu enrire intereSt in UIC to Bechtel 
fut SIll 111llllun. 

IGiwlt......, F-... Kiewit Mutual Fund, a Delaware bwlncaa uuat 111uJ • 1c1h111ed lttvtllmru• 
COmpany, Wal formed in } 99-4. JnitiaJJy formed tO ri'WlafC the Company's internal inveatmenta, 1h1re• Ill 

l(jewit MuruaJ Fund art now available for purctwc by rhc pneraJ ~ublic. The fund's invaron currently 
include individuaJa and unrelated companies, as well u Company affiliated joinr vcnrura, penaion plan~, 



•nd •ubeldlarlea. Klewlr Mutual Fund hu •lxMrleet Monty Marui Portfolio. Gcmrnmtnr Monf\' Marktt 
Portfolio, SbortTerm Government Porrfolio, lntermediateTerm Bond Portfolio. TuExempt Porrtolio. and 
the Equiry Portfolio. In February 1997. 1M Fund adopted a muur fcccUr structure. uch of the 
Portfoliol invrm in 1 ~otrr1pondin1 1eriea of thr Ki""'it lnvrumrnt Trust . which now manaJtl'~ thr 
underlying securhle~ holdinp. The structurr will allow smaller mutual funds and munuuonal anvnwu w 
pool their assets with Kiewit lnvemnent Trust, providing lower cxpeDK ratios for all participants. The 
registered invemnent advilcr of Kiewit Invatment Trwt is Kiewit Investment Management Corp .. a 
subaidiary of l..n-el 3 (~) and KCG <•O%). At the end of 1997, Kitwir Mutuel Fund had net uaeu of 
S 1.3 billion. AI. part of rht mateJic dec:iaion to concentrate on ill information ~rvice• business and the 
Expanaion Plan, it is anticipated thac Ltvcl 3 willacll iu intertlt in Kiewit lnveltmcnt Mana~rment Corp. 
to the Construction Group. 

Ollter. In February 1997, Level 3 purchased an office building in Aurora, Colorado tor S22 
million. By investing in real estate, Level 3 defers taxes on S40 million of taxable gain otherwise 
recognizable with respect to the Whitney Benefits litigation ~tdement in 1995. Levd 3 may make 
additional real aracc invauncnu in 1998 wirh 1 view toward deferrin1 the balance of that taxable gain. 
Ltvc:l 3 hu abo made lnvtnrnenu ln ~tVcral dtvclopmenr·aup companiea. but dOt'a not upect 
earninga from tbac compania in t 998. 

Y ... 2110. 1'111 C••••.,. The Company lw conducted a review of its computer syStems to 
identify tho~ l)'lteml tbar could be aft'ec:tcd by rhe "Year 2000" compurer iuue, and has developed and 
ia . implcmcnrin1aflan co rnolvc rht iauc. The Year. 2000 i11ue rcaulra from comp~~er programs wrincn 
With date fieJdJ 0 twO diJiU, tttbcr man four digiU, thus muhlng In the inability of the computer 
programs to distinguish between the year 1900 and 2000. 

Thr Company expecu rhar ica Year 2000 compliance project will be completed before the Year 
2000 date change. During the execution of this projeCt, the Company has and will continue to incur 
internal staff costs as well as consulting and other expenses. Thac cons will be expensed. as incurred. 
in compliance with GAAP. The cxpensa associated with this project, as well as the related potential 
effect on the Company's eaminp is not expected ro have a material effect on its future operating results 
or financial condirion. There can be no wurance, however, that the Year 2000 problem will not 
adversely affeet the Company and irs bwincu. 

PKIIS. PKS Computer Servlcea. Inc .. thr compu1rr ouuourctn~ auluuJaary of 1'1\SIS. haa 
developed a comprehensive approach to address the potenual operational raslu aswc1atcd wuh the Year 
2000, and began to implement remediation plans in I 997. Al part of its plans PKS Computer Services is: 
working with its key suppliers to verify their operational viability thf'OUih the Year 2000; reviewing building 
infrastructure components that may be affected by the Year 2000 issue, which components include fire 
alarms systems, security sy11ema, and automated building controla; identifying hardware inventories thai 
arc affected by date logic that is not Year 2000 compliant. which hardware includes mainframe 
computers. mid-range computers. micro-computers. and nerwork hardware. To the extent that vendors 
idrntify items thet ate not Year 2000 complian1. PKS Computr r Servicr• will work with 1hr hardwarr 
vrmlur w Jevclop a plan thlt will eneblr ~ununuou• upcr1111111u duough thr Ynr 1000 

PKS Computer Services il responsible for providing an operating environment in which iu 
customers applications arc run. As a result, PKS Computer Services will confirm the system software 
inventories that it is responsible for fnlnlli"l· PKS Computer Services will then develop a plan with 
each of its cwtomers that indicate that they intend to be cuaromcu in the year 2000 to provide for Year 
2000 compliance. 

1'1\~ Lotiii!Uier ~cHva~c• h C'IIrv'" 1lt~1 nt•ll ) u l 1hr ar~ulr«t \.ht~nge• lm lr a rJwo~rr lllld upC' Iolllllt: 
env~ronmcnu will be included an the costs that are ancurred for annual maantenance. 



PKS Systems Integration LLC provides a wide variety of information technology services to ir~ 
customers. In fiscal year 1997 approximately 80% of the revenue generated by PI\S1S related to pro1ccu 
involving Year 2000 assessment and renovation services performed by PKS Syuems Integration for It~ 
customers. Thac c:ontraas generaJiy require PKS Systems Integration to identify date affected fields in 
cerWn application sofiwarc of ira cwtomers and, in many casa, PKS System• lntearacion undenakea 
dfont to remediate rhote darc·aft'tcced fltldt ao char rhc appllcablt appllcarlona art able to proctu dllf· 
relared Information occurrlna on or before the Yur 2000. Thw. Year 2000 luue• affect many of the 
aervices PKS Systems lntqradon provides to its customers. This exposes PKS Systems Integration to 

potential risks that may include problems with services provided by PKS Systems Integration to irs 
customers and the potential for claims arising under PKS System• Integration customer contracts. PKS 
Systems Integration anempu to contractually limit iu exposure to liability for Year 2000 compliance 
issues. However, there can be no assurance as to the effectiveness of such contractual limitations. 

The expenses auociated with this project by PKSIS, as well as the related potential effect on 
PKSIS'• earninp it not npecced to have a material effect on iu future operatinl rcsulu or financial 
condition. There can be no usuranc:e. howtver. that the Year 2000 problem. and any lou incurred by any 
customers of PKSIS u a resulr of the Year 2000 problem will not materially and adverady affect PKSIS 
and ita busineu. 

bwlra•••lltal Peoledlea. Compliwce with federal, state, and local provisions regulating the 
discharge of materials into the environment, or otherwise relating to the protection of the environment. 
hu not and is not expected ro have a m~terial effect upon the capital npenditurca. carninJ•· or 
c:ompetidvt potldon of the Company and iu aubtidlarlte. 

1 rhJ Ill At the end of 1997, the Company and its majority-own~d subsidiari~s employ~d 
approximately 17.700 people - 16,200 in construction and materials operations. 'iOO bv coal minin~t 
companies, 800 at PKSIS, and 200 in corporacr and I evr! ' pcuitioru. Thu dur' nu1 1111 !udr 1hr 
r mt•lu)•rra uf thr C· TI!C Cmllfllllln. 

ITIM 2 . ........... 

The properria wed in rhe conmucrion •eament arc described under a aeparate heading in hem 
I above. Propenia relarin1 to the Company'• coal mining qment are described u pan of the general 
busine.ss description of rhe coal mining business. Level 3 has announced that it has acquired 46 acr~s in 
the Northwest comer of the fnt(rJocken office park and will build a campus facility that is expected to 
rvenrually encompus ov~r 500.000 square feet of office space. lnterlocken is locatrd within thr Cuv of 
Broomfield. Colorado. and within Boulder Counry. Colorado. It is anticipated that the first phase of this 
facility will be constructed by the end of June 1999. In addition, Level 3 hu leased approximately 50.000 
square feet of t~mporary office space in Louisville. Colorado to allow for the relocation of the majority of 
its ~mployees (other than those of PKSIS) while irs permanent facilities are under construction . The 
Company considers its properties to be adequate for iu preaent and fores«able rcquiremenu. 

ITEM 3. LIUL ...CIIDINU. 

C:rncral. Th .. Comp•nv •nJ Ita auh~hl l,trlea arr p11111ra to rn•m• prnJIIII( lrttttl JllmC'C'IIIIII(~ 
~l.w11grmcn1 hd1cvea that an)' rcaultanK liabll111ea lor lesal pru~eedmga. beyond amounu rcacrved, will 
not matcnally affect the Company's financial condition, future results of opcrauons, or future cash flows. 

ITEII 4. su•-- OF ...-n.10 A VOTE OF IKUIIYY ...... 

At a special meeting of stockhold~rs held on December 8, 1997. the following matters were 
submitted to a vote. 

I . Ratification of the decision of the PKS Bnard to srpuatr thr rorutrlll tinn huaanru uf PI\~ 
~nd rhr dlvrnil1rd huunru of PI\ \ enw rwu 111drprndrnt lompaoln duuu11h 1hC' lll'dara11un 



of a dividend o( eWU•tfliW ol OM ehatt of newly crtattd Clw R Convrrriblr Cnmmon 
Stock, par val~ S.Ol per aharc (•cw. R uock"). of PKS whh mpcct ro tach ouurandlns 
share of Clua C Conatruction ac Mining Group Restricted Red«mable Convertible 
Exchangeable Common Stock. par value S.062S per shan~ (MCiua C arock") . of PKS. and 
mandatory exchange of each ouutanding share of Clus C stock for one oumanding share of 
Common Stock, par value $.01 per aharc, of PKS Holcfjnp. Inc. (collectively. the 
MTransaction·). 

....... .-.: ................. .. 

......... ..-.: ..................... .. •... .., ... : ......................... .. 
'),031.714 

30.926 

11.020 

a.. D-... 
;! 1.67.'.49~ 

185.41:! 

2. Approval of amcndmcnu to tht PKS Ccnifigce (the •Initial Ccnificare Amendmenu" ). ro: (il 
create the Clau R Scodc to be dittribuced in tht Tranuclion; (li) incrcau from 50.000,000 ro 
500.000.000 the aumbtr of ahara of Clua D Divenified Group Convertible Exchan[ltable 
Common Stock. par value $.0625 per aharc c·aua D atock•), which PKS is authorized to 
issue; (iii) designate 10 shares of Class D atock u ·class D Stock, Non-Rrd«mable Series": 
and (iv) eliminate the requirement that the Ccnificate of Incorporation of PKS Holdings u in 
effect at the time of the Share Exchange be substantially similar to the PKS Certificate. 

Aaalualllllll .................. . 

N1plea tllll: ...................... . .......... :. ......................... . 

a..c.-
9.030.927 

28.676 

14 .0~7 

a.. D-.. 

21.735.628 

l47.676 

.\•,,8,\0 

3. Approval of amendmenu to the PKS Certificate to be effected only if the Transaction i1 
consummated, to: (i) rcdaipatt Clw D arock u MCommon Stock, par value $.0 I per 
share", and 0... 0 Stock, Non-Redeemable Series u MCommon Stock. Non·Red«mable 
Seriea·: (ii) authoriu the iuuaftce of stria of prcfermf atodt, the ternu of which an to be 
determined by the board of directors; (iii) modify the repurchue r ights to which the holden 
uf Clau n ltock lrC' cntitiC'd l (iv) delete the proviaions re,ardin8 C lan c uock; (v) cluJify rhe 
board of darecton; (vi) prohibit u ock.holder auum by wriuen conaen11 (vail rm1mwC'r thC' houJ 
of directors, exclusively. to call 1pecaal mceung• of the uockholden: (vau) ''"'luHc- ~ 
suprrmajority vote of stockholders to amend the by-laws; and (ix l make certain other non­
subnantive changes consistent with the implementation of the foregoing. 

a.. c-... 
~.-.: ................. .. 9.011.554 21.472. 115 

....... woe.: ...................... . '" 1.72(, 

All lttlltloM: .......................... . 31.41 0 69.293 



4. Approval of the amendment and rauremenr of rhe Ptrer IGewir Sons', Inc. 1 99~ Clau D 
stock Plan . 

.... ..... .-.: .................. . 

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

........... : .......................... . 
8.9~8.084 21.268,757 

536.914 

11 7.463 



The table below shows informarion as of March 15, 1998 abour each dirtttor and cxecurivr 
officer of the Company, indudina bia buaincu npcritnu durinJ chc paar fivt yeara. Thr Compllnv·, 
dirtcron and offiun an elected uutuaUy and tach was tltcttd on June 7. 199" ro srn·r umil hi~ 
successor is elected and quali6ed or until his death. resignation or nmovaJ . 

...... 
Walter Scon, Jr." 

Peter Kiewit, Jr. 

................. 
Chairman of the Board and President, 
PKS (for mon than the past five )Uts); 

also a direaor of Berluhuc Hathaway. 
Inc,, BurllnfOR .Jwtourett, Inc .. 
Cal£ncrJY. CoftAFa. Inc .• Commonwealth 
Telephone EntcrpriKs, Inc .. RCN 
Corporation. U.S. 8ancorp and 
VaJmont Industries. Inc. 

Attorney, of cowuc.l co the law firm of 
Gallapu ac Kennedy of Phocnia. Arizona 
(for mon than the put five yean) 

William L. Grcwcock• Vice Chairman, PKS (for more than thr 
put five ~an) 

Robert B. Daugherty 

Ch;~rles M . Harper 

h:cnncth E. Stonson" 

Rjchard Geary• 

t .co' It" B. J'oll. Jr." 

Director (and formerly Chairman of the 
Board and Chief Executive Officer) 
Valmonr Industria, Inc. (for more th.&n the 
past fivt ytara) 

Former C hai rman nf the Board and C hirf 
EnnHIYCI ( Hli, c:ruf !<Jit N .. t..-. . ., llniJ111t;• 
Corp. C urrently a darector (and formerly 
Chairmal' of the Board and Chief 
Executive Officer) of ConAJra. Inc. and 
also a director of E.l . DuPont de Nemours 
and Company. Norwest Corp. and 
Valmont lndumies, Inc. 

Executive Vier Pre~ident. PI\S I for morr 
than the put live ve•u•) ; C h011rman (.,ncC' 
1993) and CEO (smce 1992), KCG ; also a 
director of ConAgra, Inc. and Valmont 
lndumics, Inc. 

Exccuti~ Vice President. KCG; President 
of Kiewit Pacific Co .. a KCG consrruction 
w h11diary (for mort than the pau fl vC' vun J 

f.xecuuve Vice President . KCG (sinct' 
1994); Vice President. K.icwi 1 Pacific Co., a 
KCG conmucrion subsidiary ( 1992- 1994) 

... 
66 

71 

7 '} 

(•'' 

62 

6 1 

091171"9- C ha1rman 
04/12/64 - Dirccror 

01 / 13/66 

0 1/1 1/68 

0 1/08/86 

0) / 0H / HI• 

04/29188 

06/05/93 



.._. ........ rx,.t••• ... ,.. Director lhtce 

JanH'' Q. C rowe• Jlrnldrm and Chief 1-.xr< u11vr Oflll-el, 4K 0(1/0~/')j 

uvel 3 (aince Auguu I. 1997): Chairman 
of the Board, WorldCom, Inc., an 
inrtrnadonal rclteommunicarlona company 
Oan&lll)' 1997-JuJy 1997): Chairman of 
the Board, MFS Communications 
Company. Inc., an inrernationaJ 
telecommunications co~any ( 1992-1996) 
(MFS wu a Diveuified rour subaidiary 
until 1995): aJw a director o 
Commonwealth Telephone Enret;,iscs, 
Inc., RCN Corporation, and Ina m 
Communicarions, !nc. 

Richard R. Jaros Executive Vice President (1993-1997) and 46 06/0S/93 
Chief FinanciaJ Officer ( 1995-1997), PKS: 
President of l...ncl 3 (1996-1997): 
Prcaident and COO of Cal Energy ( 1992-
1993); abo a director of CaJEnergy, 
CommonwcaJth Tcl~hone Enterprises, Inc., 
RCN Corporarion 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 ycau) 

Bruer E. Grcwcock" Eaecutivr V11.C flreaiJc111. KCC (auu.c l'J'J6); 44 U6/ U4/'J4 
Chaarman (aance 1996}, Prcsadent ( 1992- 1996) 
and Sr. Vice President ( 1992) of 
Kiewit Minin~ Group Inc.: alw a director 
of Kinross Go d Corporation 

Tait P. Johnson· President, Gilbcn lndwniaJ Corporation. a 48 06/03/95 
KCG connruction subsidiary (for more 
than the past five years): Prcsidem (1992-
1996) , Gilbert Southern Corp .• a KCG 
construction subsidiary 

Allan K. Kirkwood" Senior Vice President, KJewit Pacific Co., 54 06/07/97 
a KCG conmucrion subsidiary (for more 
than the past five years) 

Identified by asterislo arr the ten ~"•'"' cur ~ntlv ' " ' v"] a• nr< UIIVI' ullh ,.,. ul 1'1\ .\ l.ac:llltlvr 
, d fi, r" Atr 1 hn•r tlttl'l 1or• whn IINI ' "'l'luyed hy I' I\~ ur Ita oubu IIUII') . liru<.e 1:. G.rcw1.ock I) the son of 
\X'tl li4111 l. l ofl"Wl.U k. 

The PKS Board has an Audit Committee, a Compensation Committee and an Executive 
Committee. 

The Audit Comminee members arc Messrs. Johnwn, Kirkwood and Kiewit. The functions of the 
Audit Commincc arc ro recommend the selection of the independent auditors: review the rcsulu of the 
annual audit: inquire into important internal control. accounting and fin ancial mllltiC'ra : and r€po11 111Hl 

m~kc rccommr ndations 10 the full PK\ n,.. ,J . Thr AuJII (.ummllll!l! hllllluur IIIC'C'IIng• Ill I ')'J7. 



The Compensation Committee members are Messrs. Daugherty. Harper. and 1\iewic. none of 
whom arc employees of PKS. This committee reviews the compensation of the executive officers of PI\S. 
This committee has alto auumed the functions of the former Management Compensation Committee. 
the purpose of which was to review the compenntion, securities ownership. and bcndiu of rhr 
employees of PKS other than iu executive officers. The Compensation Comminet had ont formal 
mcctina in 1997. 

The Executive Committee members an: Messrs. Scott (Chairman). William Grewcock. Stinson. 
and Crowe. This committee exercises rhc powers of the PKS Board bcrween meetingl of the PI\S Board . 
except powers assigned to other committees. Dunng 199.,. the Executive Committee ho~d no formal 
meetings. acted by written consent action in lieu of a meeting on rwo occasions. and had levcral informal 
meetings. 

PKS does not have a nominatina comminee. The PKS Certificate provides rhar tht incumbcnr 
directora elected by holden of Clua C Stock may nominate a alate of Clua C dirrcron co be· decrrd by 
holden of Clau C Scock and chr Incumbent directors elected by holders of Class D Stock may nominate 
a slate of directors to be elected by holders of Class D Srock. for election at the annual meeting of 
stockholders. 

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

Directors who arc employea of PKS or iu subaidiarita do nor receive direccon' feca. Non· 
employee dlrcccon an paid annual dlrecrort' feea of 130,000, plua S 1.200 for aucndmg u ch meeting of 
the PKS Board, and S1.200 for attending each meeting of a committee of the PKS Board . 

...,. .. 
1TD1 5. IUIIII' ,_ ~ CGIIIIDNIIIUnY MDIIUTD I18CIIIOLDIIMATTIII. 

...,... llllur1l11 As of December 27, 1997, the Company's common uock is not listed on 
any national securities c:xchange or the Nudaq National Market. However. the Class D stock is currently 
quoted on the National Association of Securities Dealers. Inc.'s OTC Bulletin Board . During rhe fourrh 
quarter of 1997. the only quarrer during which rhis rradin~ occurrrd. rhr ranll" nf thr lutth and luw huJ 
tlllntttllltinn fur thC! C lua n IICII..k Wll S20.41 Ill S2'J II() l'hc Cumpany h .. 11111\IIUillCd that the li'IIIIIIUII 
uul k uf Lt'vcl ' Communtcatton., Inc. (renamed from l'ett'r Kiewit Son•·· Inc. tn connectton wuh the 
Transaction) will begin trading on the Nasdaq National Market on April I , 1998. 

c •• ,., IIJIUflh- Dllb. Pursuant ro the current term• of rhc PKS Certificate. the C ompany 
u generally required CO repurchue ahares at a formula price upon demand. Under rhe PKS Cerrilicatr 
dfcctive January 1992. the Company has three classes of common stock: Class B Construction & Mining 
Group Nonvoting Restricrcd Redecmablt Conveniblr Exchan~teable Common Srock C\1:~ 1• A"l. Clau (' 
<tnck. and C lau D stock. Thrrr art nn nut•r•ndin~ C lu• II "''"II. tilt l111 I 'l•u II "'"' k wr tr • """""".t 
'"'" I :1 ... I l atudt un Jo~uu.ry I, I 'J'J"/. L lau L IIOLk can he 1uued only to Company employees and 
tan be resold only to the Company at a formula price based on the yearend book value of the 
Construction Group. The Company is generally required to repurchase Class C uock for cash upon 
stockholder demand. Ow D stock has a formula price based on the yun:nd book value of the Diversified 
Group. The Company must generally repurchase Cl.us D stock for cash upon stockholder 
demand at the formula price, unless the Clau D arock become publidy traded. 

F ..... ...._ The formula price of the Class D stock is based on rhe hook valuC' of I.C'vd .~ 
:md irs subsidiaries. plus onrhalf of the book valur. on a srand1lnnr ''•'"· of rhr I'"""' • "'"I'""''· l't\" 
rr.l' fptf11UI II '"' " ' tt( '"' c t ... {' llft~ k Ia ltlllllll .... the lllluk v•lur " ' the LoiiUilllflll tl l tfUUJ' .Uld Ill 

• uh. ada.utc~ . plu, onehalf of the book value of the unconsolidated parent company. A sagnificant dement 



of the Class C formula price is the subtraction of the book value of property. plant, and equipment uu:d 1n 

construction activities (S 122 million in 1997). 

Cllflflllle Undtr tht PKS Cerrlf1cm. Clus C atock is convertible into Cla.u D stock at the end 
uf uch ytlt. Betwun October I~ and December I 5 of each year a Class C uockholder may elect to 

convert some or all of his or her shares. Conversion occurs on the following January I . The convers1on 
ratio is the relative formula prices of Class C and Class D sroclt determined as of the last Saturday in 
December. that is. the last day in the Company's fiscal year. Class D stock may be converted into Class C 
stock only as part of an annual offering of Class C stock to employees. Instead of purchasing the offered 
shares for cash, an employee owning Class 0 stock may convert such shares into Class C nock at rhr 
applicable conversion ratio. 

lllllflllll Ownenhip of Clua C nock ia generally restricted to active Companr employee~. 
Upon retirement, termination of employment, or death. Class C stock muu be resold ro rhe Com pan\' at 
the applicable fc•nnula price, but may be converted into Class D stock 1i the rermanaung event occurs 
during the annwJ conversion period. Class D stock is nor subject to ownership or transfer restricuon). 

Dlwlllll•lll• _, Prtcea. During 1996 and 1997 the Company declared or paid the followtng 
dividends on its C'>mmon nock. The table alao shows the atock price after each dividend payment or other 
valuation event. 

Dkfllllllll 
Dhilll•••,... .......... a... rrtce ...... Stock ftrice 

Oct. 27. I 995 Jan. 5, I 996 $0.60 c Dec. 30. 1995 S32.40 

Apr. 26. I 996 May I, 1996 0.60 c May I . ;996 3 1.80 

Oct. 25, 1996 Jan. 4, 1997 0.70 c Dec. 28. I 9% 40.70 

Apr. 23. 1997 May I. 1997 () 70 c M•v I . I '''' ' 111 .0 0 

th l !.!. . I •J•J" J.w. 5. I 'J'JM 0.80 c Dec. 27. 1997 51 .20 

Oct. 27. 1995 Jan. 5. 1996 0.50 D Dec. 30, 1995 9.90" 

Oct. 25. 1996 Jan. 4. 1997 0.50 D Dec. 28, 1996 10.85" 

D Dec. 27. 19?7 I I .6'i • 

• All srock prices for rhc Clau D stock reflect .& div1dend of four shart:) of Cla)s D ~ t uck for e:~ch 
oursranding )hare of Class D stock that was effective on December 26. 1997. 

The Companv's current dividend policy is to pay a regular dividend on Clau C stock of about 
I 5% to 20% of the prior year's ordinary earnings of the Construction Gtol:r'• wirh any special dividends 
to be based on extraordinary earninp. A! though the PKS Board announced in August I??.' rhat the 
Company did not intend to pay resular dividends on Clau D stock for rhe fmru·uhle lu11u c . thr 1'1-: ~ 
Board declared 11 special dividend of SO. ~0 per ah•~ uf Cl.au l> aw .. k 111 buth ( krober 1 9')~ .11HJ I ')'Jo . 

A d1v1dend of 4 shares of Class D Stock for each 1hare of Class D Stock was effected on 
December 26, 1997. 

1 

111·11 



Mntt11•1rt. On March IS. 1998. and aher givina effect to a dividend of 4 share• of C l.m D 
Stock for each ouucandi= of dw 0 acock effected on December 26. 199"'. the Com pan~· had rhc 
following nwnben of It n and ouutanding sham for each class of iu common srock: 

a.. ..... 
8 
c 
0 

... ....... ,. 
996 

2.121 
7.681.010 

146. 1>43 . "'~2 

........ ef UM'IIId ... ......._On April J. 1997. the Comran\' ~oiJ 10.000 shart) 
of Clw D stodc to Charles H~r and Robcn Daugherty and 8.000 shares o ciau D stock to Pl'tl'r 
Kiewit Jr. at a we price of S49.SO per share. Each of Mesm Harper. Daugherty and 1-.:lt'WII art memben 
of the PKS Board of Directors. The sale was effected runuant to an exemption from registration under 
tht Securities Act of I 933 contained in Section 4(2) o such Act. 



1be Sdectcd Financial DaD o(Pcm Kiewit Sons', lnc.. the Kiewit Construction 6c Mining Group c~c 
Stockw) and w DMnified Group c-D Stockw) appear bdow and on the next two p;18Ci· The consolidated 
data of PKS arc pramtcd bdow with the occprion of per common ~ daca which is p.aemed in the: 
Sdeaed F'anancial Dae2 of the respcai~ Groups. 

(dollan in cru. 
except per amouna) 122Z Iii ~[~! 1223 
Rftulr• of Operarlontt 

Rtvenue ( I) s 332 s 6~2 s ~80 s '\,\ 7 s ~ 6 -

Earnings from continuins 
104 !26 28 openuiona 83 174 

Ner caminp (2) 248 221 244 110 261 

Financial Policion: 

()) 

(2) 

(3) 

Tocal..a(l) 2.n 9 3.066 2.94~ 4.048 J.236 
Cumat ponion of 

..... rmdebt(l) 3 57 40 30 II 
l..ort~ ttrm debt. las 
current \:nion ( I ) l.l 7 .llO \ (,J H')') 4~ .2 

Stockho den' equity (.\) .:! .. U O l.lll') 1.607 1.736 1.671 

In October 1993, the Company acquired 35% of rht outarandlnl aham of C-TEC Corporation 
rhac had S7% of rhc available VOdftl riJhu. On Deumbcr 28. 1996 the Company owned 48% of 
the ouurandins dwa and 62% of the vorins righu. 

AJ a result of the C· TEC ratrueturing, the Company owm leu than '\0% of the: ouutandtng •harc• 
and voting righu of dw thrft entities, and therdort account«! for cach emiry U-'tng the cqutf)' mcthod 
in 1997. The Company c:onwlidated C.TEC from 1993 through 1996. 

The financial position and results of operations of Kiewit Consuuction 6c Mining Group have b«n 
duaific:d u discontinued operations due: to the pending spin-off from Pncr Kiewit Sons', Inc. 

In September 1995. rhc Company dividcndcd ita invnrmcnr in MFS to Clau 0 1hareholden. MFS' 
results of operations have been dwlf1ed u a single line hem on the uatemenu of earn ing, . M Fl., " 
consolid~ted in the 1993 and 1994 baJance sheeu. 

In Januarv 191)4 . Mf1S. iuueJ S~OU nulllun u l 'J .. P~% ~ntor Dtscounr Note). 

In Septem~r 1997. Level 3 asrecd to sell its energy segment to CaiEnergy Company, Inc. The 
transaction closed on January 2. 1998. 

In 1993. through two public oftmnp, the Company told 29% of its aubaidiary, MFS, rauhlns in a 
S 137 million attmu pin. In 1995 and 1 ~. add.ilionaJ MFS Kodl tranuaioru raul ted in S2 million 
and S3S million after w pina to the Computy and reduced lu ownrn hip in MFS tn MCli• anti (1"11· 

T ht aggrt RIIt rl'dtmptlon u luf' u l , .,""'"'" •"" t. "' p .,._.,nthe t .rt. 1'J'J7 Wtt) S.! . l bt1lton. 



The following adected financial data for each of tht years in rht ptriod I 99 3 ro I 99- have bten 
derived from audired financial staccmenrs. The hisrorical financial informacion for the Kiewu 
Construction & Mining and Oivcnified Groups sutplcmenu the conaolidated financial information of 
PKS and, taken T"· includes alJ KCOunu whic compriat rhc cormponding consolidated financial 
information of P . 

(dollars ·in ~illions, ) Eiiiill :Iut f.1uh:~ 
except per s arc amounu I l}97 I IJ')(, 1')')'1 I '1'14 1')').\ 

Rnuh) of Opcrarions: 
Revenue $ 2.764 s 2.303 s 2.330 s .2.1"~ s 1.783 
Net carninas ISS 108 104 7 - 80 

Per Common Share: 
Ncr carninp 

Basic 15.99 10. 13 7.78 4. ') 2 4.6.\ 
Diluted 15.35 9. 76 7.62 4.H6 4.59 

Dividrnds (I) !.SO 1.30 !.OS 0 .90 0.70 
~rock price ( .2 ) 51 .20 40.70 32.40 .25.55 .2.2.35 
Book value 64.38 51 .02 42.90 31 .39 27.43 

Financial Position: 
Toraluatu 1.341 1.038 976 ')(,"' RHfJ 
Currtnt portion of 

longtcrm debt 'i 1. •I 

Lnngrrrm drbt. leu 
21 12 ') 9 10 • utrt•nt port'"" 

..,, .. ~.khuiJcra' ct~uu~· {3) 652 562 467 'i05 480 

( I ) The 1997, 1996, 1995, 1994 and 1993 dividendi include $.80, $.70, $.60, $.45 and $.40 for 
dividendi declared in 1997, 1996, 1995, 1994 and 1993. rapcctivcly, bur pa.id in January of the 
subsequent year. 

( .::! ) Pursuant ro rhe Ccrrificarc of lmuf1leltoUHIII, thr atn1.ll l"" r Lill, ul.lllon u ~umpureJ annually at 
thr rnd uf the f1., otl \ 'C"I. 

I J J Ownership of the CWs C Sroc.k is rarricted to ccnain cmployen conditioned upon thr rxccution 
of repurchase agr"'cmcnts which rcsrricr the employees from transferring rhc stock. PKS is 
generally commjned to purdwe all C1us C ~lock at rhc amount computed, when pur ro PKS by 
a stockholder, pursuant to the Certificate of Incorporation. The aggregate redemption value of 
rhe Class C Srock ar December 27. 1997 was $527 million . 



The ~llowing adcacd financiaJ dara for each of dw yan in the period I 9')3 ro I 997 hav~ b«n d~riv~d 
from audiled financial ICilanftlll. The hiaorical fananci&l information for the Oivusified Group and J(jcwir 
Conmuction ac Minina Group supplanmu 1M coruolidaled financial information of PKS and. rak~n 
together, includes all ac:counu which comprise the correspondins consolidated financw information of PKS. 

(dollars in millions, 
except ~r ~hate amouna) 

Rcsulu of Opcracions: 
R.evmuc (I) 

Earnings from conrinwn1 operations 
N~r ttrninp (2) 

Per Common S~: 
Earnings from cor,rinuing operations 

Basic 
Diluted 
Net caminp 

Basic 
Diluted 

Dividends (3) 
Stock priu (4) 
Book valu~ 

Financial 1\uhion: 
Total asscu (I) 

Current ponion of lonsccrm debt (I) 
Lon~tmn debr. less current ponion (I) 
Stockholden' cquiry (5) 

12?7 

s 332 
83 
93 

.66 

.66 

.74 

.74 

11.65 
11 .6~ 

2.127 
3 

137 
1.578 

fisl~t;og~ t996 ~ 1')94 1?9~ 

s 652 s 580 s H7 s 26"' 
I~ 126 28 174 
113 140 33 IR I 

.90 1.1 7 .27 1.74 

.90 1.1 7 .27 1.74 

.97 1.29 .32 1.82 

.97 1.29 .32 1.81 

.10 .10 .10 
10.85 9.90 12 .0~ II .HH 
10.85 1). ')0 12 . 0~ II.'JO 

2.S~ 2.478 3.543 2.756 
57 40 30 II 

320 361 899 452 
1.257 1.140 t .nt 1.1 'JI 

( I ) In Octo~r 1993. ch~ Group acquir~d 35% of th~ outstanding shar~s of CTEC Corporation that had 
57% of th~ availabl~ voting righu. At Dccemba 28, 1996, th~ Group owned 48% of the ouatanding 
shares and 62% of th~ vocing righa. 

As a r~sult of th~ C-TEC restructuring. th~ Group owns l~ss than SO% of th~ ouutanding shares and 
voting righu of each of the three entities, and therefore accounted for each enriry using the t'quuy 
method in 1997. The Company consolidated C-TEC from 1993 to 1996. 

In Sept~mber 1995. the Group dividendcd iu investment in MFS to Class D shareholders. MFS' 
results of operations have ~n classified as a single line item on the s~atemenu of earnings. MFS is 
comolidarcd in the 1993 and 1994 balance shecu. 

In January 1994. MFS issued $500 million of 9.375% Senior Discounr Notes. 

In Septem~r 1997. the Group agr~cd to sdl1u ~nergy stgmenr ro c~IEnergy Company. Inc. The 
rran•acrion clos~d on January 2, 1998. 

t ~I In I 1)()3, through rwo public offerings. the Group sold 29% of MFS. resulting in a S 137 miJJjon after-w: 
gain. Jn 1995 and 1994, additional MFS srock transactions resulted in $2 million and S35 million 
aft~r-tax gains to the Group and reduced irs ownership in MFS to 66% and 67%. 



(3) The 1996,1995and 1993dividrlldsindudeS.IOfor dividrndsdrclarrd tn 1996. 199~and 199.\ 
bur paid in January of the subsequent year. 

(4) Pursuant to the unificate of lncorporal:ion. the stock price calculation is computed annually ar rhr 
end of thr fiacal year. 

(5) Unless Clan 0 Stock Mcomc• publicly traded. I'KS i• generally commuted ro purchase all Clas~ D 
~wck at the amount computed, in accordance with thr Cenificare of Incorporation. when pur ro PI\S 
by a stockholder. The agrcptc ttdemption value of the Clau 0 Stock ar Dcccmhrr ~ ... 1'111 .. w~· 
S 1.578 million. 



This i~m contairu information about Peter Kiewit Sons', Inc. Crh~ MCompanyM) as a whole. Separate 
ttports tonrlinlnt mlfttpmtnl't dJtcw.lon 1nd analytit uf Onanci1J €ondhion and mulu of OJtffiiiOIH 
for the Kiewit Conmuctaon 8£ Mining Group and the Diversified Group have been filed as Exhibits 99.A 
and 99.8 to this Form 10-K. A copy of Exhibit 99.A will ~ furnished without charge upon the written 
rcqucu of a nockholder addreaud ro: Stock Regiurar. Peter Kiewit Som·. Inc .. 1000 K1l'WI! Plull . 
Omah.&, Nebra.ska 68131. Exhibit 99. 8 can be obtainc·d by <.ontacung: lnvnwr Rdauom. Level .\ 
Communications, Inc., 3555 Farnam Street, Omaha, Nebraska 68131 . 

The following ditcuuion of Raulu of Operation• 1hould ~ read in conjunction wuh the s·gmenr 
information contained in Note 13 of the Conwlidated Financial Statements. 

This document contairu forwanf looking statcmcnu and information rhat arc based on the ~licfs of 
management as well as assumptions made by and information currently available 10 the Company. 
Whcn u1cd in this document, the worda "anticipate", "hclicvc", "eitim:uc" and "rxpecr - and 1imilar 
upreuiutu, ih they relate to thr Company ut ua manasrmrnt, are inrrndrd w idenuly lmw:uJ . Iuuklll~ 
statements. Such sutcments reflect the current views of the Company with rrsprCl 10 future events and 
arc subject to ccnain rilka, uncertaintiet and assumptions. Should one or more of these risks or 
uncertainties marrrialiu, or lhouJd undcrlyins auumprj,>n• prove incorre". actual rcsulu may vary 
materially from those described ln thlt document. 

eo.l Ml1l111. Rnenue from thr Group's coal mines declined S% in 1997 compared ro 1996. 
Alternate sourer coal rrvcnur declined by S 16 million in 1997. The m•ne·, prifT\ar)' customer. 
Commonwealth Edison. accelerated iu contractual commitments in 1996 for ahcrnatr source, thu' 
reducing its obligations in 1997. In addition to the decline: in tonnage shipped. thr price of coal sold to 
Commonwealth declined 1%. Rn-cnuc attributable to other conrracu increased by approximately S4 
million. The acrual amount of coal •hipped to theac customcra mcreucd S% in 1997. but rhc: price: at 
which it was sold was 4% lower than 1996. 

Margin. u a percent&~ of revenue. declined II % fr<om 1996 to 1997. Mal')tin• in 19% were h1gher 
1 h.&n normal due to thr additional hi'h marg1n alternate Jol.lrcc coal •old to Commonwealth en 1')'1(, .&nJ 
the refund of premium& from a capuvr imurance company that msured against bla<:k lung Juea)e. T he 
decline in Commonwealth shipments and an overall decline in average selling price, adversely affected 
the results for 1997. If current market conditions continue. the Group expects a decline in coal revenue 
and earnings after 1998 as certain long-term contracts begin to expire . 

............ llntoll. Rn-enuc increased by 124% to S94 million in 1997 from S4l mill10n in 1996. 
Revenue from computer outsourcing services increased 20q.o to S49 million in 1997 from S41 million in 
I C)C)(, The in crease was dur to nrw computer ouuoun:in~ contracts signed in 1997 . Revenue for 
""~"" "'"'I! ' Qii<tll II""' ' " foti <. 111illiun l10 1111)7 f,.,.., lf'u " ""' S I 111illiun in I 1) <1(, \t~nne " ""'""" f.,, 
\ <'JI 2 UlHJ r<'nuv,ulon >en 1-.e• rudc:J 1he Ktuwtlt lu1 •yatcnh 1111cgt " ' "'"' rt \IC'IIUta 

Margin. as a percent of revenue, decreased to 28% in I 997 from 41% in 1996 for the computer 
outsourcing busincu. The reduction of the gross margin was due to up-front migration costs associated 
with nrw conrracu and significant increases in pcrwnncl costs due to the tightening supply of computer 
profeSSionals. Gross margin for the systems integration bwinets was approximately 40% in 1997. A 
comparison to 1996 gross margin is not meaningful due to the stan-up nature of the busineu. 



···I 

a ••• ,.. .......... b..... -·--·· Excluding c. TEC. gcnrral and adminimatiVC' 
expense:• incrcucd 20% ro $114 million in 1997. Thr inCrt'Ut' was primarily arrriburable to a $41 millic.n 
increase in the information services bwiness' general and administrative apensc:s. The majori~· of rhe 
increase is attributable to additional compensation expense: that was incurred due to the convenion of;~ 
subsidiary•'s option and SAR plana to the c.•··· D Srock o~rion plan . The remaandcr of the lllCrC'.:Ur 
rclatr, 111 thC' inctn.Kd upenacs for new sales offices urablished an 1997 for the $~Stems sntc~ratton 
busmcss and rhe additional personnel hired in 1997 ro implement the expansion plan. 

Exduaivc of the information services buaineu. 8tncral and adminim11ivc expense• decruml .!C:.'It, 
to $62 million in 1997. A dccraat In profcuional acrvlcca and the mine mana~ttmrnc ices wrre parualh 
offacr by incrcued compcnnrlon apcntc. Due ro rhe f1vOr1blc rtwlurlon ul ctrtaw tnv~ronmenral and 
ltgal mantra, coeu that Wt'rt' pnviously accrued for these issues were rcvened in 199-. Pawall" 
offsetting this reduction were legal. tax and comullin~ expenses associated with the Cal Energy transaction 
and the separation of the Construction and Minsng t_.roup and Diversified Group. 

f4llltJ ........ Thr lossei for the Group's equiry investments increased from S9 million in 1996 
to S43 million in 1997. Had the C-TEC entities bo:n accounted for using thr equity method in 1996. 
the losses would have increucd to $13 million. The cxpcnaca •uociaccd with thr deployment and 
markerin1 of the edvanced flber nttWOrlu ln New York, Boarcm and Waehln,con D.C .. and tht ' "''• 
incurrtd in COftMCdOft with thl buyout o( I marutlnl eontriC:l with minority tharel111ldm arc primarilv 
rttpon•lbk for rht lnaeuc in equlry loua attributable to RCN from S6 million in IIJ% to $26 million 
in I '>97. The Group's aha~ of Cable Michillan'• lune• decreued to S6 million rn I ')')7 from SH million rn 
I')%. Tht) rmprovement iJ auriburablr to the gains recognized on the sale of Cable Michigan's Florid;~ 
able systems. Commonwealth Telephone's earnings were consistent with that of 1996. The Group 
recorded equiry earnings of $9 mlUion in each year attributable to Commonwealth Tdrphone. The Group 
also recorded equity loucs attributable to ~tveral developing buainCSKI. 

lin •••at •••• lnvatrnmt inco~ inaasttf 7% in 1997 aha cxdudi"l r:-TEC's S 14 million of 
investment income in 1996. Gains rt'COJniud on the sa.le of marUtable accuritics. primarily within the 
Kirwit Mutual Fund c·KMF"), increUt'd from S3 mill ion in 1996 to S9 million in 1997. In 1997. KMF 
repositioned the securitits wirhin iu portfolios to morr dmrh· ll~«"k rhC' uvrr.all mrukrr l'•rt ro~lh ntloc·rtrlll( 
rlc l'•r .. ,J,fhintrlll 1!11111• Wll• " .Jc.line In IIIIC'trat 111<1111\C .lur 10 .an ovC"r.&ll rrduurun ul voel.l e.u ncJ In· the 
~ M 1- porttolto• . 

.....,..lql1•11. Interest nptnac increased aignificantly in 1997 after excluding $28 million of 
interear anributtble to c. TEC in 1996. CPTC. tht owner-operator of a privatized toll road in California. 
incumd interest cosu of approximately $9 million and S II million in 1996 and 1997. In 1996. intere~t of 
SS million was capitalized due to the construction of the tollroad. Construction was completed in August 
1996. and all interest incurred subsequent to that date was char~ed a~ainu earnin~s . lnrereu auociated 
wrth the financin~ of the Aurora. Colorado proprrry of ~I millu111. alau umtrrhurrd ' " rht· rn•tr.nr rcr 
CIIH' ICII Cll prnac . 

.., IINiiHII. Other income in 1996 includes Sl million of other expenses attributable 10 C-TEC. 
Excluding these losses, other income declined from $8 million in 1996 ro S I million in 1997. The abacnce 
of gains on the sa.le of timberland properties and other asseu, which accounted for S6 million of income 
in I 996. is responsible for the decline. 

1.._. Tax I"MI .. II) ....... The effective in, ome tax rare for 1997 i' leu than the expccrrd 
statutO!')' rate of 35% due primarily to prior vear 111. acltu•tmrnu. parre•llr ulhrt ltl' rhr rffnr ul 
llllllllr ,leu tihJt comrtlltlliUII urtrlUI iiUIU.I&teJ With thr <011\'l'l•toll of the rnforma1100 )C'rVICe~ optton 
~rcJ ~AK plam to the Class D Stock plan. In 1996. the effecttve rate was also lower than the statutory 
ratr due to prior year tax adjustments. These adjustments were partially offset by nondeductible costs 
associated with goodwill amortization and taxes on foreign operations. In 1997 and 1996. the Group 
settled a number of disputed tax iuues related to prior years that have been included in prior year tax 
adjustments. 



Material rewnua inc:nucd 19% to $290 miUion in 1997 from S2·0 miUion in 1996. The .cquasuion 
of additional plant aita accounu for 2l'MI of tM incrHK in aalea. The remainins incre&K was a resuh of 
the strong market for material producu in Ariwna. This raised wes volume from existing plant mes and 
all~ for slightly hipaer sellin1 prices. The inclusion of S 10 million of rTVenues from rhe Oak Mountain 
facility in Alabama alao contributed to rhe increase. 

Construction marsins incrcaKd to 13% of ITVtnUC in 1997 as compared tO I 0% in 1996. The 
favorable raolurion of project uncenaintia, MVCral chanp order ~enlemcnra. and co11 uvinBJ or t'ltly 
complecion bonUM~ rccelwd durlna the ytar contriburfd to thla Increase. 

Material m&lJins dcaaaed from I 0% uf ~nlK in 1996 to 4% in 1997. Loun ar the Oak Moun rain 
facility in Alabama were tM source of the decrease. The materials margins from sources other than O ak 
Mountain remained stable u hipaer unit saJcs and selling priceJ ~re offset by increases in raw marcnah 
coscs. 

General and adntiniltrarive expenses of the Conarruction Group increased II% in 1997 afrrr 
deducting S 17 million of apaua mributablt to ME HoldinJ. Compcnaarion and profit dwing n:pcnses 
incremd $9 million and $2 million. mpcctively. from 1996. The incruse in these cosu is a direct result 
of hiJher conmucdon eaminp. 

T lu: elft'CIIVe lncOttiC' I U Ill lea In 11) 117 anJ 1')1)6 for tht C unatiiiLI IOII ( oruup d1fler h orn the 
npcCled uarurory rare of 3S% primarily due ro narc tncome raus and pnor year lilt ad,usrmenu. 

••uri •• .. 1111111 ...... Income from diKoncinlKd operation• increased to S29 million in 
1997 from $9 miUion in 1996. The acquiairion of Northern EJccrric in lare 1996 and the commencement 
of operations at the Mahanapiong pothermal faciliry in July, 1997 were rhe primary facton thar resulted 
in the increue. 

In October 1997. CaJEne'IY sold approximardy 19.1 million shares of iu common stock. Thts sale 
reduced the Group's ownership in CaJEnergy to approximately 24% but tncrcascd tU proportionate share 
of CaiEncrgy's equiry. It is the Group's policy to recognize gains or Iones on the sale of srock by irs 
invesrecs. The Group recosniud an after· tu gain of approximately S44 million from transactions in 
CaiEnergy stock in the fourth quarter of 1997. 

On July 2. 1997, the Labour Party in the United IGnadom announced rhe derails of iu proposed 
"Windfall Tax" to be levied apinn privatized British utilirie1. This one-rime tax i1 H% of tht diffrrt'nce 
hcorwetn rhc valur of North• rn FJectrk . pic. 11 rhe umt uf pnv•lh.ttwn anc.J ll1t uuluy·, <. urrcnr value !Jued 
" " pwllu over 1 period o f up ro four yean. C E Elecrn c recorded an exrraordtnary .-l,arge of 
approximately S 194 million when the tax was enacted in July, 1997. The total after-tax impact to Lcvd 3. 
directly through iu inYCSUnent in CE EJearic and indim:dy through iu inrercst in CaJEnc'1)'. was S63 
million. 



c..l • ' 1 Rcvcn~ and net eaminp improved primarily due to increased ahernate w urce tom 
sold to Commonwealth Edison Company in 1996 and the liquidation of a captive insurance compan~· 
which insured apirut black lung discuc. Upon liquidation, the Group received a refund of premiums 
paid plw interest in acaa of raerva established by the Group for this liability. Since 1993. the 
amended contract with Commonwealth provided chat delivery comminncnu would be satisfied with coal 
produced by unaffiliated mina in the Powder River Basin in Wyoming. Coal produced at thr Group·, 
mine~ did not change significantly from 1995 lcveb 

We lwllrrl• R.ewnue increased 17% to $42 million In 19% from S36 mallaon m I C)'JS. T he 
increm wu primarily due ro new ClOmputer ouaoun:inc conmcu siplcd in 1996. Less than S I million 
o( rt vt tlut WIJ pntrlttd by &he optniiOnl of cht new tyartm• inreararion bwincu. araned in February, 
1996. 

Margin. as a pen:mt of rcvm~. for the ouoourcing bwinas dccrcascd to 4 1% in 1996 from 4 S% in 
19'JS. The reduction of the marsin wu primarily due to up-front migration COIU for nl'W CUStOml'n which 
were recognized as an expenK when incurred. 

111111 h IIIII R.ewnue for the tdccommunicarions scpmt increased 13% to $367 million 
for fisc:al 1996. C-TEC's telephone poup's S I 0 million. or 8%, ancreaK in sales and C-TEC's cable: 
IJroup's $33 miWon or 26% inaa~e la muuc wert the primary conuibutora to the improved results. 
T he increau In rtltphone ~p mtnut It dut to hlfhrr inrrucate accca rn'fnue from rhe 1rowth in 
accC'u minutes. an ancra.w of 13.000 acccu lines, and hiJhcr Internet acc:cu and video c:onfrrtncinll 
,.ab . Cable group revenue: increased primarily due to higher average subscribcn and the: dTc:cu of ratr 
ancreascs in April 1995 and February 1996 . Subscriber counu increased primarily dul' 10 1he acqu~tu aon 
of Pennsylvania Cable Systems, formerly Twin County Trans Video, Inc., in ~p1embcr 1 99~ . and the 
consolidation o( Mcrcom, Inc. since Autun 1995. Pennsylvania Cable Systems and Mercom account for 
S23 million of the illCialf in cable rn'fnue in 1996. 

The 1996 operatifta expenses for the telecommunications bwincu increased $38 million 01 18% 
comparrd to 1995. The telephone: group experienced a 9% increuc in ape~ and the: cable: group'• 
wm ancreased 31 %. The: increase for the telephone 1roup wu/rimarily attributable: to higher payroll 
expenses rc:sulting from additional perwnnel, wasc incrcun an hisJlc:r ovenime. AJw contributing to 
the increase, were fees auociated with the internet access services and conauhins services fo r a varic:ty 
of rc:gulatory and operational matters. The cable group's increuc wu due to increased dc:prc:ciation, 
amortization and compensation expenKs associated with the acquisition of Pennsylvania Cable: Systems. 
and thr consolidation of Mercom's operations. Abo contributinJ to the: highc:r cosu werr rate: increases 
for existing programming and the cosu for additional prosrammins. 

GeMrel 11M MMIIIIIttMfM a.,.11111 Grncral and administrative cxprnsei declined ~% to S 18 1 
mdluun an 1996 . Oecrca~n 111 uprmr• .ttaocaatr d wuh les•l and envuonmcmal m~11en W!'r!' p:artaall\' 
offset by higher mine managtment ka paid to the Construction & Mining Group. the com aunbutable ro 
C-TEC and the opening of the SR91 toll road. C-TEC's corporate: overhead and other com increased 
approximately 13% in 1996. This incrusc is attributable to com associated with the dc:vdopment of the: 
RCN bwinas in New York and Botroa, the ~uisition of Pennsylvania Cable Syattms, tbt consolidation 
of Mercom and the invatiption of the feasibihry of variow restructuring alternatives. 

l4lllr r. ' I u .... Loua attributable: to the: Group'• equity invntmc:nu increased to $9 million in 
I '>% from S5 million in 199~ . The additional losses were attributable: to an c:ntc:rpriac engaged in the 
uen!'wable fuc:ls buainc:u and to C-T EC's invnrmc:nt in Mc:saCable S.A. de C. F .. Mexico'• second 
largest a ble tclcvaliion operator. 



11Jsntlllllllanll11 lilt. Investment income increutd 24% in l996 compami to l99~ . lncrnatd 
gain1 on rhe sale of markttable and tquity securitia and intemt income wtrt panially ofTttt by a alight 
decline in dividend income. 

llbflll .. IIIIo lll.lnrrrcu exptnM In 19961ncrrurd 43% compm·d w I'JfJ'I . T he uHre.nC' 
waJ primarily due to lntcml on thr CPiC debr rhac waa capitalir.cd thrnugh lui ~ I'J%, .anJ C. TEC') 
redetmablr r.rrfrrrrd lfodc. iuutd 111 rhr Prnnaylv•nll Cablr ~~urm• acqua~111on . that began accrumg 
uut'"" in I !I'JO . 

.. • lut 1111 1'1 .... Tr111111111, .... The ianaanc.e of MfS arock for acqr.1isitiona by MFS 
and the cxcrcitc of MFS cmploytf arock opdona a"ttuhtd In a S3 million net pin to the Group in I ?9~ . 

... lilt. The decline of other income in l996 wu primarily anribucable co the 199~ ar11lrment 
of the Whitney Bcncfiu litiption . 

..._ ....... IPutAihHJ, The dftctivr incomr rn rate lnr I'''"' Jiflrn hum rhc •t.&turnrv r;;ur 
of 3~% primarily beceute nf atljuunumra w Jlllur year tru prov111on•. paruall~· otT~ct by state taxes and 
nnnde~Ju~tlble amounu auociated with goodwill amoniz.ation. In 1995. the nee wu lower than 35c;~ due 
prunarily ro S93 rruUion of income rax bcndiu from chc R'Ytnal of cma.in dattmi cu liabilicia oriainally 
recognized on pina from MFS atock tranuctiona that weft no lonpr rtqulftd due co the caa·fm ap1n-off 
of MFS. and adjUttmeara to prior ,_, w pro¥1alone. 

•111111 lll .. lflllll • Cnallullao, Rntnue from conarruction drcrraaed 1% to S2 .303 
million in 1996. Thia muhtd from thf c:omplrcion of '"tral major projtcu durrng the y~ar. whilr num· 
new contrKU wtrt nlll in the uan·up phatt. KCG'a sher~ of joint v~murr rcvrnur r~rnaanrd ar .HI'It> ol 
total revenues in 1996. Revenue from rnateriah incruud by lru tl,;~n I% rn I 'Jf)6 . lncrcasrd drrnand 
for aurcaacca in thf Arlaona mark~r was offset by a d«lin.~ in f":cioua .mrtal aal~·· ~CG :"'ld IU ~o.ld 
and sliver operations in Nevada to Kinrou Gold Corporauon ( Krnroas ) an-J c.sscnually lrqutdated an 
metab inventory in 1995. 

Opponuniria &n che CONUUCrion and mattrlale lndumy continued to apMd aJong with the economy. 
BccauH of the lncrtaeed opponunitia, KCG wu able to M ttlecci~ in the conmuccion projccu it 
pursued. Gl'OII m&IJina for consmac:tion incraaed from 8% in 1995 to I 0% in 1996. This r~suhed from 
rhc completion of K'ftral llfF projects and increasni efficienciea in all aspecu of rhr construction 
process. Gross marsins for materiala declined from 13% in I ?95 to I 0% in 1996. The lack of higher 
marttin precious metals uJes in 1996 combined wuh slightly lower construction materials margins 
produced the reduction in operating margin. 

In 1995. the~ ofKCG', gold and ulvcr openrioru in Nevada for <4.000.000 ahara of common 
stock of Kinrou led tO a $21 million aain for KCG . Thr IJin Wll che difkftncc betwetn KCG's book 
value in the 1old and ailver optradona and che marut value of che IGnrou sham ar the time of the 
exchanac. Other income wu also primarily comprittd of mining man&Fment f«S from rhe Oivcnificd 
Group. of$37 million and UO mlllion in 1996and 1 99~. and gains on rht disposuinn nfprultt'tl\'. pl•nr 
and equipment and other aueu of S 17 million and S l l mtlliun 111 IU'JC• "'"I 1'1'1\ 

T hr ,n.,, tlvco llh umr ru r.rc tor 11)96 Jrflcn from rhr tlaturory "'"of .~5% prunarily because of 
~diu•llllrnu 10 prior ynr tu provi~tona and uatc tu~•· In 199S. th~ nrc wu higher than 35% due 
pnmaril)' ro narc income toea. 

DIIC1 I' Ill O.ual111- -.,.Income from discontinued opcruiona declined in 1996 by 36% 
ro S9 million. Losaes attributable ro the Group's interest in the Caa«nan project, additional development 
expenses for inttmarionaJ acciviria, and the cosu usociattd with the Northern Electric rranuction wrrt' 
partially offset by increased tquiry earnings from CaiEnergy. 
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The Group's wodcin& capilli, adudi"' C TEC and dilcontinued optrarion•. inctalfd $392 million or 
I 06% durina 1997. Thla 11 d&ae to tht S I :2 million of cub pntrartd by OPfrariona. primaril~· coal 
OPfradona, and the aipiflcant financlqac:dvida dcacribtd below. 

lnvatin& aamties include S..S2 million ro pwchax rnatUtable S«Urities. S42 million of invescm~ms 
and S26 miUion of capital cxpcnditura. including S 14 million for rh~ cxiuing information s~n'ICt'S busm~u 
and S6 mill ion for a corporat~ jet. Th~ investments primarily include: rh~ Group's S2.:! million investm~nt m 
th~ Pavilion Towers office: complex. loatc:d in Aurora. Colorado. and S 15 million of invc:5tmenu in 
dc:vc:loping bwinesaa. Funding a ponion of these activities wu rhe uk of markcrabk Kcurifi~~ of 
$167 million. 

Sources o( flnancina indudt S 131 million for rht l11uanet of Clu1 0 Sfock. S7l million for tht 
n chanp of Clut C ttock for Clw 0 atock and S 16 million for the financing for Pavilion T owen. Us~s 
consist primarily of St2 million for the payment of dividends. and S2 million of paym~nrs on lon ~t· t~rm 
debt. 

Prior to the execution of an ~nr with Calf.nc:rgy in Septembct. 1997. the Group invested S31 
million in rhe Dieng, Patuha and Bali ~r projccu in Indonesia. 

In Oaobcr 1996. the PKS 8olrd of Oitecron direaed PKS m.anaeemmt ro pun~ a listins of Clus D 
Stock u a way to addraa certain issua crated by PKS' rwo-dua capital stock mucturc: and rh~ n~d 
ro anracr and main the bear man.,.mrnt for PKS' bwlnaaa. Durina rhc count of iu examination 
of rhe coruequmca of a liatina of Clw 0 Scock. ma~menr concluded rhat a listing of Clau D Stock 
would not adequately address rhest issues. and instead M~an to Jtudy 1 separatio n of thr Conm uc11un 
and Minintt C. roup and the Olveralticd Gruup. At chc rcsular rnt'~llng of thr »oard on July .n. I 'J'J7. 
m.& llil(:t'rncru submitted ro the Board for consideration a p_ropou.l for Kpararion of th~ Connruetion and 
Mining Group and Diversified Group through a spin-off of the Conmucrion and Hining Group r rhe 
Transaction"). At a special m~ing on August 14, 1997. the Board approved rht Tranaacrion. 

The acpaation of the Conmuction and Minins Group and the DMrsified Group was contingnu upon 
a number of conditioru, iracludinJ the favorable ratification by a majority of both Clau C and C last D 
shareholden and the receipt by thc Company of an Internal Rnenuc Strvicc: ruling or other assurance 
acceptable to rhe Board char the sq>ararion would be ru-frc:e to U .S. sha~hold~n. On D~ccmber 8. 
I <>97. PKS' Claaa C and Cla11 0 sharcholdcra approved the transaction and on March -, , 19'JH PKS 
rn :rived a favorabl~ ruling from the Internal R~venue Serv1c~. The Tran~action " anticipated to b~ 
dTcct iv~ on March 31 . 1998. 

In connection with the salt of appro•imarcly I 0 million Clan 0 tharc• w employer a an 1997. thr 
Company h .. rtralntd rhe riJht to purchut the rcltvant C lua 0 sham at tbr then curr~nc Clus D 
Stock price if rhe Transaction is dcfinirively abandoned by formaJ action of the PKS Board or the 
employees voluntarily rerminare chtir employment on variow dares prior ro January I , 1999. 

Lc-vrl 3 hu recently decided to substanually incrca.K m cmpham on and rcwurc~s to IU mformation 
~crv1ccs to busmeu. Pursuant to the plan. Level 3 int~nds to ~xpand subsranriaJly iu currrnt information 
s~rvic~s busin~ss. through rhe expansion of iu cxiaring business and the creation. through a combination 
of conmuetion, leasing and purchuc of facilities and other asKu. of a subnanriaJ faciliries-bucd 
internet communications nerwork. 



Usin& chit n~twork Lncl ) lnc~nda 10 provide: (a) a ransc: of incc:rnc:t accc:u acrv~ec• at var~·m~ 
upaciry levds and, u cec:hnolosr devdopmc:nt allows, at specifi~ levds of quaJiry of service and 
security and (b) a number of buainas oriented communications service~ which may include fax service. 
which are transmirred in pan over private or limited acceu Transmiuion Control Prococol/lnternC't 
Protocol ("TCP/IP") nctWOrk.a and are offered at lower price~ than public telephone nerwork-bucd fax 
Krvice, and voice maup acorin1 and forwardin1 over the aamc TCP/IP·based ncrworlu. 

Levd 3 beliewa that over rime, a substantial number of buaincues will converr exiuing computer 
application systems to computer syscems which communiutc: usin1 TCP/IP and arc acceuc:d by usc:n 
employing Wch bruwaera. uvel 3 further b~lirvea that bu .. neuca will prefer 10 conmu:l for umrancc: In 

making this convenion with those vendon able to provide a fuJI range: of servicn from initial consulting 
to internet access with requisite quality and accurity levels. 

Ltvel 3 anric.ipata rhat rht capha.l apenditum required to Implement thi. npansion plan will be 
substantial. Ltvtl 3 estimates that the. com may be in cxcas of SSOO million in 1998 and could 
exceed SI.S biDion in 1999. Levcl3's current financial condition. borrowing capacity and proceeds from 
the CaJEnergy tranuction described below should be sufficient for imm~iate operating. implementation 
and investing activities. However, Level 3 expects ro raise capital from boch che equiry and debt markers 
due to the significant capital ~uimnenu of the information services expansion plan. 

In connection with the &pension Plan, Levd 3 expects to dcwcc: NbtwuialJy mo~ managcmenr 
time and capital rao&Uta ro ia fnformadon servica bwlnaa with a view ro ma.ldn1 the informacion 
services bualnaa, owr dmt, rhe prindp-1 bwlnas of Levell In rhar mpcct, m&niJemcnr ia conducting 
a comprehensive rmew of tbc cxisans J...nd 3 businesses to cktcrmine how those bwinesscs will 
complement Level 3's focus on information services. If it is d~cided thar an cxisring busin~ss is nor 
<nmparihlr wirh thr informacion u~tvicr- buainru and if a naitablr huyrr <·•n hr fnuaul . I f'Vr l \ mA~· 
Jiapoat ol ch.u builncu. 

In January 1998, Level 3 and CaJE.ncrgy dosed the we of Level 3's en~rgy users ro CaJEnergy. 
Level 3 received procccdJ of S 1,1 59 million and cxpecu to tuOJDiU an after·tax gain of approximately 
S324 million in 1998. The after·tu proceeds from this transaction of approximately S967 million will be 
used to fund th~ cxpar~~ion plan of the information services business. 

In January 1998, Clus C shareholden convened 2.3 million shares, with a ~demption value of 
S 121 million. inro I 0. 5 million shares of Clus 0 Stock. 

In February 1998, Uvd 3 announced that it was moving iu corporate hcadquarten to Broomfield, 
Colorado, a northwest suburb of Denver. The campus facility is ~~p«t~ to encompus over 500,000 
squar~ ftet of office space at a conmucrion cost of over S70 million. Levd 3 is leasing space in the 
D~nver area whilt the campus is under conmuction. Tht first phuc of ~he complex i& sch~duled for 
completion in rhe summer of 1999. 

In MaH:h I 'J')It, JlK~ announced rhar iu Clua D ~ux.k wall ~gan rradang on Apral I un 1 he Nudaq 
Nauonal Market under the symbol -LVLT". The Nasdaq listing will foUow the separation of Level 3 and the 
Conmuction Group of PKS. which is expected to be complettd on March 31 . 1998. In ccnnecuon wi!h 
the separation. PKS' consrruction sub1idiary will be renamed "Peter Kiewit Sons'. Inc." and PKS Clus D 
Stock will become the common stock of Level 3 Communications, Inc. 

PKS' ccrrificace of incorporation gives stockhold~n che right to exchange their Class C Srock for 
Class D Srock under a set convenion formula. Thar right will be diminat~ u a r~sulr of rhc: separarion 
.,( l r vfl \ atul rhc Cunurucalon Gwup. Tu rrpl•cr th•r conVC'ttltln ril(ht , C.t ... C ''"' khuldrr• rcu•avttl 
o. ~ mallaon Ah.Hcs of a new Class R uock in January. 11)911. which is convcruhlt' 111111 Clau I: ~wck 111 

accordance with terms ratified by stocXholdera in o~cember 1997. 



Tht PKS Board of Oircccon hu approved in principle 1 plan to fora conwnion of all shares of Clm 
R ttod ouucand!"" Due to Cfllllin ptONions of the C1us R scock. conwnion will not M fore~ prior to 
May 1998, and tbt final deciaion co fora conwrsion would M made by Lnel 3 's Board of Directors at 
that time. Levd 3's Boan:l may c:hooK not co fora conversion if it wtre to decide that conversion is not in 
the best interests of the stockholdtrs of Lnel 3. If, as curn:nrly anticipated, Lnd 3 's Board determtnes 
to force conversion of the Clus R stock on or before June 30. 1998, ~ruin adjustments will M made to 
the cost sharing and risk allocation provisions of the separation agreement Mtwctn Lt'Vd 3 and the 
Construction business. 

If Lncl 3', 8oiJd of Oirteum dtffrmintt 10 foru convcralon of the Claas R swck. rach ahare of 
Clatt R acock will bt convertlhlt Into S2S worth of Ltvtl 3 (Clau 0) common arock. bucd upon tht' 
averqe trading pri~ of the Lewl 3 conmon stock on the Nudaq NationaJ Market for tht' last fifteen 
trading oays of the month prior to the determination by the Board of Directors to force converuon . Whrn 
the spin-off occun. Lnel 3 will increa1c raid in capitlll and rcduu nrtahu••l urnintt• lo ~· dtr l ~u , ... Ju r ul 
r hr \.Ia a• R •hal1'•· 

lmmediatdy prior to the spin-off of the Kiewit Conmuaion and Minin8 Group. thr Company will 
recognize 1 pin fCII.III to rhe dUfertnct bttwttn the carryln1 vaJut of the Construction and Mining Group 
and ha fair Valut. The Company will then reflect the fair value of Kiewit Construction and Mining Group 
as a dividend to aharcboldcR. 



Financial arat~m~nra and auppl~mentary financial informacion for r~r~r Ki~wit Som'. Inc. ;anJ 
Subsidiaries bcain on paae Pl . Separate financial atat~menu and other informauon penaintng to rh~ 
IGewit Construction & Minins Group and the Divmi6cd Group haft been filed as E.xhibiu 99.A and 99.8 
to this repon. Th~ Company will furniah a copy of such exhibits without charg~ upon the written ~qu~st 
of a stockholder addrased to Stock Rqinrar. Peter Kiewit Sons' , Inc .• 1000 Kiewit Piau. Omaha. 
Nebraska 68131 . 

The financial suremenu of an equity method investcc (RCN) are ~quired by Rule 3.0? and ar~ 
incorporated by ~fe~nce from RCN's Form I 0-K for the y~ar ended December 31 . 1997. filed und~r 
Commission No. 000-22825. 

ITDI t . 

None. 

ITDI 10. 
1TD1 11. 
ITDI 12. 
11111 11 

....,.. 

The inf'onudon requ!Nd by Pan Ill ia incorporated by rd'mnu ro the Company's ddiniri~ proxy 
statement for rbc 1998 Annual Meccift! of Stockholden to be filed with rhe S«uriri~s and Exchange 
Commission. However, cenain information is set fonh under the caption · Di.ectors and Executive 
Officers of the ~inrant· following hem 4 above. 

PUT IV 

ITDI 14. Dl~ flltJCIIL ITifmiiiT ICHDULD, ._ ..... ON,.. I-lL 

(a) Financial surcmcnu and financial ararcmenr ac:htduJca required to be m~d for rhe 
regimant under Items 8 or 1<6 arc act fonh foUowins the index paac at pap Pl. 

Exhibits filed as a pan of thiJ report are liued hrlnw. E.xhihiu incorpnrurrl hv rr f,.rrnc r Hr 
1111! 11 ~ l f'el Ill J'AI I'IIthP l Pl 

Exhibit Number 

3.1 

3.2 

I ·I 

Description 

~stated Cenificatc of Incorporation. effective January 8, 1992 (Exhibit 3. I to 
Company's Form 10K for 1991). 

Cenificate of Amendment of Restated Certificate of Incorporation of ~er IGewit 
Sons'. Inc .. dfective December 8. 1997. 

lh·lawo , , "'"1'"'"., , up)'. 1tu.luJ111~ •II aiiiCIIIdnce nh. "" ul M11h h 1'), 1'1'1.\ 
tf.xhabu 3.4 to Company'• Form I 0-K for 1992). 



10.1 Sepamion Apmnmt, daled December 8, 1997, by and amo"' PKS. Kkwit 
Divasi.fied Group Inc., PKS Holdinp Inc. and I<Wir CoMruction Group Inc. 

I 0 .2 Amendment No. 1 to Separation Agreement, dated March 18. 1997. b~· and 
among PKS. Kimt Divenif'ied Group Inc .. PKS Holdings. Inc. and Kiewit 
Corutruaion Group Inc. 

21 Liar of aubeidiaria of the Company. 

23 Consenu of Cooptn & Lybrand LLP 

1 7 Financial data Khcdules. 

99.A Kiewit ConstrUCtion & Mining Group Financial Stalemcnu and Other Information. 

99.8 Divenif'icd Group FinancjaJ Statemenu and Other Information. 

(bJ No rcpom on form 8K wert filed by rhc Company during the fourth qua ncr of 199"'. 



Punuant to the requimncnu of Sccrion 13 or I S(d) of the Securities Exchange .Act of 19 34. the 
Registrant has duly caused this rc:pon to be signed on iu behalf by the undenignc:d. thereunto duly authorized. 
on the 30th day of Man:h, 1998. 

PETER KIEWIT SONS'. INC. 
8y: /II Walccr Scon, i'· 
Nanw: Wllrtr SCOtt. r. 
Tirlf: Chairman of the 8oatd 

flunuam w the requtrc:mcnu ot the S«uruiea ExchanJC Act of 19.H . thu report hu been itgned 
bc:low by the followmg pmons on behalf of the registrant and in the capacities indicated on the 30th day of 
March, 1998. 

Waher Scoct, Jr. 

Is/ R. ~ Bracfbug 
R. Dou~radbwy 

lsi ERJC I MQmNS£N 
Eric J. Mortcn~en 

I$/ RJCHA&Q W CoLE 
Richard W. Cnlf. Olrector 

l si lAMES Q. CsoWf 
James Q. Crowe. Dirc:aor 

lsi Rotur B. QAUGHEJm 
Raben B. Daugherty. Director 

l si Rlqww Gwr 
Rlcwd Geary. Director 

Iii Bauq E. GUJ'COQC 
Bruce E. Grcwcock. Director 

~'.u...L.Lo"' L G ll£'fi(' {X K 

W1lll.olln L. Grcwcock. Director 

Is/ CwRJ.£S M. HARPu 
Charles M. Harper. Director 

Chairman of rhc .Bo.td and Praadttu 
(principal executive officer) 

Ex.ecuuw V&ec: President of I...ewl 3 
Communications. Inc. 
(principal financial officer) 

Conuollcr 
(principal accounrina offtcl'r) 

taL R.!oww R. t,wJ) 
Richard R. Jaroa. Ducccor 

lsi TAli c IQHNSON 
Tait P. Johruon, Director 

/$/ AllAN K. flJIU(WOOQ 
Allan K. Kirkwood. Dirrctor 

lsi PEIU KlEWII. I R. 
Pncr IGcwit. Jr .• Director 

lsi K£NNmt E. SDNSQN 
Kenneth E. Stinson. Director 

Ill LW!tijt 8. lULL lk 
George: B. Toll, Jr .. Director 



Index to Financial Statemrnu 

Report of Jndtptndtnt Accounranu 

Fmancial StatrmrntJ 11 of Drcem~r 27. 1997 and Drcrm~r 28 . 1996 and 
for the three ycara ended Prumber 27. 19?7: 

Consolidated Statements of Earnings 
Consolidated Balan« Shccu 
Consolidated Statcmcnta of Cuh Flows 
Consolidated Statcmcnu of Chanaes in Stockholdcn' Equity 
Notrs to Consolidated FinandaJ Statcmcnu 

p. ~ 

p. 3 
p. 4 
p. 6 
p. 8 
p. 9 

Schedules not indicated above havr been omined ~causr of thr abKncc: of the conditions under whtch 
thc:y arc required or bccawc the information called for is shown in thr con50iidatc:d financial statements 
or in the notes thereto. 



The Board of Directors and Stockholden 
Peter Kiewit Son a' , Inc. 

We have audited the consolidated financial &tatemenu of Peter Kirwit Sona', Inc. and Subaidiariea a• 
liu~d in the indtx on rhe prtetdina paJf of thla form IO·K. Theac financial uattmrnu arc tht 
responsibility o( the Company'• manasfmenl. Our responsibility is to express an opinion on these 
financial statemcnu based on our audiu. 

We conducted our audiu in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain rcuonablc anurancc abour whether the financial 
sraremenra arc free of material misstatemenr. An audir mcludel exarmn111~. on a resr basu. evrdence 
supporting the amounu and diaclosurea in the financial natemenu. An audu also includes assessing the 
accounting principles wed and sipificanr estimates made by managemcnr, aa wdl aa cvaluarinJ the 
overall financial acatemcnl pmcntacion. We belinc rhlf our audiu provide a reaaonabl~ ha•h fnr 11111 

opinion, 

In our opinion, the financial statements referred to above presenr fairly. in all material respects. the 
consolidated financial position of Peter IGcwit Sons', Inc. and Subsidiaries as of December l i. 1997 and 
December 28. 1996, and the consolidated rcsulu of their operations and rherr ··aah flows for eaLh of rhe 
dm·" yeu• 111 rhc period ended December 27. 1')97 Ill conformu~· wuh I(Cill'rally ~n:l'pteJ ~Lwunltlll( 
princrples. 

Omaha. Nebraska 
March 30. 1998 



....... _.,INC. .. ..... 
o ..... ~ ...... , •• , ... .,....._. 

For the three years ended December 27, 19')7 

(do!Jaa jn mjlljoN, Q£SS?J PC£ tbars deY) 

General and A.dminiarrarivc Ex~nlt'a 

OJ~nulng Earnings 

Other (Expense) Income: 
Equity loaa, net 
lnvaunent income, net 
lnterat a:pcn~t, net 
Gain on subsldiaty's stoCk aansactions, net 
Other, net 

Equiry Loss in MFS 

Earninp Befort Income r ..... Mlnoriry lnterat 
and Dlacontlnued Operations 

Income Tax Benefit (Provision) 

Mm11rin· lntfl't'Jt 111 Ntt Lou (Income) of Subsidiaries 

Income from Continuing Operations 

Discontinued Operations: 
Construction, net of income cu 
(expense) of ($107), ($72) and ($60) 
Ene~. net of income w benefit (cxpenK) 

of S I. ($9) and ($8) 
Income (rom r1i~rcmtinut'tl Opc-r.atlum 
N r e I ll llllllt:• 

Urnings Per Share: 
Continuing Operations: 
Cla.u D Stock 
Basic 

Diluted 
Net Income: 

Class C Stock 
Basic 
nu ..... .t 

l lo~u I ) ~tuck 
Basic 
Diluted 

Sec accompanyins nota to consolidated financial statements. 

1297 

s 332 
(125) 
IS-

(! 141 

43 

(43) 
4~ 

(15) 

_ _l 
(12) 

- -

31 

4K 

____i 

83 

1926 

s 6S1 
!.1811 
.!hH 

!181 ) 

87 

(9) 
S6 
(33) 

_____f2 
20 

--
HI-

(.3) 

--
104 

IOH 

___!1 
_lli 
s 221 

I~~)~ 

s S80 
_____L.iij I 

.!.\'> 

---112.0) 

4S 

()l 
4) 

(23) 
3 

_ill 
14~ 

.......... U.llJ 

.,., 
79 

02) 

126 

104 



PITD MIIWif .... ,INC .. ..,....,_. 

Cnun•ll•• lrh ..... 
Decem~ 27. 1997 and Oeamber 28. 1996 

(dg!laq lo m!lllppa) 

Current Assets: 
Cash and cash equivalents 
Markttabk ICCUritics 
Restricted securities . 
Rcccivabla, las allowance of$-, and $3 
lnvaunenc in discontinued operations - energy 
Other 

Total Cur~nt AIKu 

Property, Plant and Equipment. at COlt: 

Land 
Bulldlnp and Ieuthoid lmprownw.nu 
Equipment 

Less accumulated depredation and amortiz.ation 

Net Property. Plant and Equipment 

Investments 

Investments in Oiac:ontinued Operations - Construction 

Intangible Aaets. net 

l Jthcl Asseu 

See NOle 17 for 1997 pro forma balance sheet information. 
See accompanying notes to consolidated financial Jtatemenu. 

s 

• 

1997 1996 

87 s 147 
678 372 

22 17 
42 76 

643 608 
___.u ~ 

1.•W4 1.246 

I ~ IH 
122 159 
~ _.8.li} 

412 987 
_ill!~) I.H~l 

184 642 

383 189 

652 562 

1 1 J~J 

~ ~ 
um ~ 



PE1D ....-_., IIC. .. lUI II 'IIID 

Cnulf1t1f l1lnn .... 
Decanber 27. 1997 and Dec.cmbtr 28. 1996 

(continued) 

(dollan In million•) 

Liabilities and Swc:kho1dcrs' Equiry 

Current U.blllda: 
Accounu payable 
Current portion of long-term debt: 

Telecommunications 
Other 

Accrued reclamation and other mining cons 
Deferred income wes 
Other 

Total Current Uabilicill 

Long-Term Oebt, laa cumnt portion: 
Tdrcommunications 
Othl'r 

Deferre·d Income Taus 

Accrued Reclamation Com 

Other Liabilities 

Minoriry Interest 

Stoc.kholdcn' Equity: 
Preferred stoek,~value, authoriz.cd 250.000 ihvcs: 

no &hares ou · in 1997 and 1996 
Common acock, S.06 S par value. S2.1 billion agreptc 

redemption value: 
Clus B. authoriud 8,000,000 dwa: - ouutanding in 

1997 and 263.468 outstanding in 1996 
Clau C. authoriud 1 2~.000.000 aharca: 

10.132.343 ouutanding in 1997 and 10.743. 1 7) 

ouutanding in 1996 
Clus D. authorized 500,000,000 dwes: 

135.517.140 oumandins in 1997 and 115.901 .21 S 
- ouatandina in 1996 

Class R. authoriud 8,500.000 lhara: 
ouutandinB in 1997 and I 996 

A.t.tir lun•l r •itl In carltal 
h11c1~11 ~uuency adjuumc:m 
Net unrcaliud holding gain 
Retained caminf 

Total Stockholders Equiry 

Stt Note 17 for 1997 pro forma balance sheet information. 
S«' accompanying notes to consolidated financialstatemenu. 

s 31 

3 
19 
I 5 

__.ll 
89 

83 

100 

139 

8 

427 
('I 

.! 
_l.Z22 
_l.2JO 

~ 

!')<}(, 

s .. ,, 
ss 

2 
19 
s 

____.£ 
147 

107 
11.'\ 

148 

98 

216 

218 

235 
(7) 

.! .' 
~ 
___lll2 

~ 



PllD IIIWif -· ... - -­
Cunlflllflttl ••llllfc.ll,... 

For chc thrw yan ~nded Occem~r li, 1997 

!d2lliU iD millifiZD!l 122' 

Cash flows from continuirtB optrations: 
Income from conrinui.ns operatioru s 83 
Adjusunena to rcconcilt income from 
concin~tiona 10 "" 
cuh p by c:onrin::f optrationa: 
Depredation, depletion amortization 24 
Gain on sale of p~, plant and 

equipment, and invatmrnu (9) 
Gain on aubsidiaty'a atodt uanuctions, net 
Comptruarion expcnK attribuablc to atodt optioru l l 
Equity loaa. net 43 
Minority intcrat in aubeidiaria (.) 
Rctircmmr bcnefia peJd (7) 
FcdmJ income cu rJunda 146 
Dd'tmd lnconw ... I I 0 \1 
Chan~ in working capital items: 

Rf'l:t'iv•blrs ('}) 

l lt hi' I • Ill ICHII aueta (I ) 

l'ayablea (3) 
Other liabilities (5) 

Other __6 
Net ash provided by conrinui.ns optrarioru 182 

Cash Aows from in~ aaivicia: 
Proceeds from ala an maturities of markttablr 

lt'CUri tics lb, 

Purrh•,r• nf mttlu,c.hlr ~u1111e• ( 4~2) 

lndcaac tn reauteccd JCCuntics (l) 
lnvcscmcnu and acquisitioru, net of ash acquired (42) 
Proceeds from sale of property. plant 

and equipment, and ocher invatmcnu I 
~ita! exptnditurcs (26) 
0 cr _____j 

Net cash wed in investing JCtivities S (J~ I l 

St't' accompanyintt nocn co conaolcJ.acrd finanoal •••u rrnenu 

1296 I ')')~ 

s 10<4 s l l(l 

l.l2 ')(, 

(3) ( "') 

(3) 

10 130 
ll 

(6) (l) , .. 
I (o/11 I I •, ~I 

( l ) II 
6 
') (3) 

13 34 

-- _____w 
196 .:!73 

_\,tl 383 
(31 1) (440) 

(l) (l) 
(59) (136) 

14 
(11 7) (118) 

--'.Bl _Jl) 
S! 112! SUOI J 



,._IIIWIT _., 11C. ... IIIIIAIUB 

Cu nlf1t1f A ' •• tf Celli..._ 
For the th~ yan ended Decanbcr 27. 1997 

(continued) 

(dollars in mjlljom) 

Cash flows from financing activities: 
Lontt·term debt borrowinp 
Paymenu on long·term ddn. includang curr~nt ponron 
!nuances of common stock 
Issuances of subsidiaries' stock 
Rcpurclwa of common ROCk 
DIYidtnd• peJd 
Exchange of C1au C Stock f'or C1us 0 Stock. Mt 

Net cash provided by (Uied in) financina Ktivitia 

l.uh flows from diKontinucd opendons: 
Dr~comanued energy opcradom 
I nvestmenu in dilCOntinucd energy operations 
Proceeds from sales of diacontinued paclcagift8 operations 

Net cash used in discontinued operations 

C..h and wh equlvaltnu of C T!C In 1997 and MPS In 199~ 
at beginning of year 

Efft"ct of nchan~ rates on cuh 

Net change in cash and cash equivalents 

Cash and cash cqujvaJenu ar begin nang of year 

Cuh and cuh eqwvalcnca ac mel of ya~ 

Supplemental disclosure of cash flow informacion: 
Taxes paid 

'"'"'"'' , ..... t 

Noncash investing and finmcing aaiviucs: 
Conversion of CalEncrgy convertible debcnnua 

to common stock 
Dividend of investment in MFS 
I nuance of C. TEC redeemable preferred ~tock 

for acquisition 

'\ct" accomp•nyin~ notes to con10lldated financialnatemcnu. 

1927 

s 17 
(2) 

138 

(ll) 
_n 

2!3 

3 
(31) 

--
(28) 

(76) 

- -
(60) 

~ 

L-IZ 

s 62 
I' 

s 

!226 1 99~ 

s ·'H ~ 4C) 

(60) ( 4'1} 

2 
I 

(I I) (j) 
(I I ) 

__lQ _ill 
(13) I ~4 

~ 8 
(282) (101) 

-- ____l2 
(277) (64) 

(22) 

- -
(216) 42 

___.l!U _.llJ. 

~ L..W 

s ~5 s U l 
HI \\ 

s 66 s 
399 

39 



. PI'ID IIIWIT .....,, IIC. a. -••ra C••n•••••• .......... ., err ..... 11 .,ldl.hler~' ~ 
For the three years ended December 27. 1997 

Clau Clua N~r 
sacc D Addi•ional Forrian Unrcaliud 

Common Common Paid-in Currency Hold ina ~rain~ 

l~all1a 111 mllllaDrl 1118 as!U Willi 6QhiiiDIIDI wilD 'l.swl f.llDillll ]QIII 

Balance at 
Orcrmllcr .1 I . 199o6 s s s IH2 s (7) s (Hl Sl .% ., s ,,., _1(, 

bsuances of stock s 29 29 

Repurchases of stock s (I) s (5) s (6) 

Forelsn currency 
adjwrmtnr s 

Ncr unrealized 
holding gain s :!5 :!5 

Net earnings s 244 244 

Oividends:(a) 
Class C ($1 .05 

per common share) ( 12) ( Ill 

Class D ($.1 0 per 
common share) (II l ( II ) 

MFS Dividend . . 1~?9) __J,ill ) 
Balance at --- ---
December 30, 1995 210 (6) 17 1,384 1.607 

luuancr• of Jtoclc s 27 ].7 

Repurchaaea nf llOCk (2) ( 14) ( 16) 

Foreign currency 
adjustment (I) (I) 

Net unrealized 
holding gain 6 6 

Ncr earnings 22 1 .:!21 

Dividends: (b) 
Class C (S 1.30 

per common shan) (13) (13) 

Class 0 (S. l 0 per 
common share) - - - - -- -- __...W) _ill) 

1\.altUI<C' 41 

December 28. 1996 s s s 135 s (7) s .!J SU66 s I. It 19 

See accompanying nota to consolidated financial sQtemenu. 



P11D...,. _., 1C.-. IIIIUD 

C1 rnlhllll. I llllef? • I .. ·~llllllillfl' f4lllr 
For the thlft yean ended Decanbu 27. I 997 

(continued) 

Clua Clua Net 
B&C D Adcfjrional Foreign Unrealized 

Common Common Paid-in Currencv Holding Rc:rar.:c:d 
!dollars in mill ionsl ~~~~ ~~~k ~il!ital Adjystm£.1!1 ~aio !Loss! E.H III OK,' Tmal 

Balance: at 
December 28, 1996 s s $ 235 s (7) s 23 s 1.566 s 1.819 

lt~uances of 1tock 172 172 

.P~pu rchases of stock m (.:! ) 

Option Activity 27 17 

Class D Srock Split 7 (7) 

FortiJn currency 
adjuatmenr 

Net unrealized 
holding lou (l i J (2 1) 

Net earninp 248 248 

Dividends: (c) 
Class C ($1.50 per 

common share) -- -- -- -- ___11.3) (! 3) 

Ralancc: a t 
December 27, 1997 s ·I 8 ~ I ' Zl I • 1 1 .z22 1 ,,239 

(a) Includes $.60 and $.10 per share for cfjvidcnds on Class C and C1us D Stock, respectively. declared 
in 1995 bur paid in January 1996. 

(b) lnduda S.70 and S. IO per share for dividends on Clw C and Clw D Srock. rapccrivd y. drclarcd 
in 1996 but paid in January I 997. 

ld Includes S.80 per share for dividends on O w C declared in 1997 but paid 10 January 199H. 

Sec accompanying nora to consolidated financial statements. 



PEIIIIIIWtT_.,, IIC. .. Rlllllt UD 

(11 117 If ......... AlnMI ... P1l11ln 

Ptt••llllutl Onnl~lll11 

The consolidated financial natemenu include the accounu of Pfter K.it'Wit Sons'. Inc. and 
subsidiaries in which it has control ("PKS" or "the Company"), which arc engaged in enterprises 
primarily related to conuruction. coal mininJ. energy scneration. information servi;:es. and 
telecommunicadont. Plfty-~rcent·9Wned minin1 joint ventures arc consolidated on a pro rata basi•. 
lnvestmenu in other companies in which the Company eurciacs sisnificant influence over 
o~rating and financial policies, including construction joint ventures and energy projects, arc 
accounted for by the equity method. The Company accounts for iu share of the o~rations of the 
conttruction joint vennua on a pro rata basas in the consolidated ararcmenu of earning•. All 
aipificant inctrcOmpany acc:ouna and cranaacriont have been eliminated. 

In 1997, the Company ~p-eed to ~ell its CftftJY UICtl to CaJEnefJY Company, Inc. (•CaJEncrgy") 
and to spin-off the construction business. Therefore, the users and liabilities. and results of 
opcratlona, of both bualnl'aata have bcl'n cl•t~ified aa dlacontinucd openuiuna on the conaolidatc,l 
balance sheet, natements of earnings and cash flows. (Sec notes 2 and 3) 

On September 5, 1997, C-TEC Corporation ("C-TEC") announced that au board of directors had 
approved the planned I'CIUliCtUiin& of C-TEC into three publicly traded companies. The transaction 
was cffeaive Scpcanbcr 30, 1997. As a raulr of rhe restructuring plan, the Company owns less 
than S~ of the ouacandillf ahara and voc.in1 ripu of each entity, and therefore has accounred 
for each entiry usins the eqwty mcchod u of the bcJinning of 1997. In accordance wirh Generally 
Accepted Accountins Principia, C-TEC's financial position. results of o~rations and cash flows 
11rr con101id.recJ in the 1996 and 199~ financial natrmcnu. 

The rcsulu of operations of MFS Communications Company, Inc. (" MFS "), ( wh~eh later merged into 
WorldCom Inc.) prior to iu spin-off on September 30. 1995. have been classified as a .ingJc line 
ircm on the statements of caminp. 

The Company invau in rbc portfolio~ of the IGt'Wit Mutual fund, ("KMf"), a r~istered investment 
company. KMF is not conaolidatcd in the Company's financial aracemenu. 

Dele•..._ If lu111111 .....,. 

Holden o(Ciau C ~tock CCorutrucuun til Muung Group .. ) '"".1 Clau lJ ~tm.k ( .. l>,vcmficd Group") 
arc nockholdcrs of PKS. The Construction ~ MininJ Group ("KCG") contatns the Company's 
traditional construction and materials o~rations performed by J<jcwir Construction Group Inc. The 
Diversified Group throup Levd 3 Communications, Inc. (formerly IGewit Diversified Group Inc.) 
("Level 3") conwnt cOal mjninJ propmia owned by Kiewit Coal Propenin Inc., cnc'J)' 
investmenu, including a 24% interest in CalEnergy and a ~ interat in CE Electric UK pic (•CE 
Electric"), investments in international eneriY projects, information services busineucs, 
telecommunications companies owned by C-TEC. as well as other uscu. Corporate assets and 
liabilities which arc not separately identified with the ongoing operations of rhc Construction ~ 
Minin11 Group ur tht Oivenificd Group ur allocated equally hctwccn the groupa. 



PIIIIIIIIWIT_., IC. __ .. _ 

Cllttlllln Oukalll 

KCG optrata pnrrally within the United Sratea and Canact. as a seneral conrractor and en~attes 
in varit~us types of COIUU'Uction projtcU for both public and private owners. Credit risk i~ mintmal 
with public (government) owners since KCG asartains t~t funds have been appropriated by the 
governmental project owner prior to commencing work on public projecu. Most public contracts are 
subjcct to termination at the election of the government. In the event of termination. KCG is entitled 
to receive the conma price on completed work and ~imbuncmcnt of termination related com. 
Credit risk with private owners is minimized bccawc of acatutory mechanica liena. which aivr KCG 
high prioriry in the CYtnt of lien forccloaurtl followlna flnanclal difficult ita of prlv~re ownera. 

Tht ~nerrucdon lndUJrry II hlply competitive and law firma with dominant market power. A 
subatandtl portion ofKCG'a buainea involvea conatruction contracts obtained through compet itive 
bidding. The volume and profitability of KCG'a corutruct.ion work dependa to a significant extent 
upon the scncral nate of the economics in which it o~rata and the volume of work available to 
contractors. KCG's construction o~ratioru could be advencly affected by labor stoppages or 
shortages. advenc weather condit.ioru, shonap of aupplia, or other govcrnmcntaJ action. 

KCG rcc.izc• revenue on lonperm conatrucrlon conrracu and joint vcnturca on the 
~rccncaac-Of-c:omplecion method bued upon ensinecrin1 estimate& of the work ~rformcd on 
individutl conuacu. Provision~ for loUt'S arc rccosnized on uncompleted contracts when they 
become known. Clainu for addirionaJ revenue 1ft recognized in the ~riod when allowed. It is at 
least reasonably pouiblc that engineering estimates of thr work pcrformrd nn indi"idu11l " '""'" '' 
will be rcvited in thr nru term 

Level 3's coal is aold primarily under lon1·tcrm conrracu with electric uriliria, which burn coal in 
order to pncratc atum to produce electricity. A aubswniaJ ponion of Ln'el 3 's coal sales were 
made under loft1·cmn conmcu durina 1997. 1996 and 1995. The remainder of Level 3 ·, sales arc 
made on the 1por marker where prices arc substantially IOftr than those in the long-term contracts. 
As the long-term contracts expire, a hisfter proponion of ln'cl 3's sales will occur nn the 1p01 

market. 

l"h" , ""I lnduury •• ht~hly wmpeuuvc. Level j compete• not only with othrr do mestic and foreign 
coal supplieu, some of whom arc larger and have greater capital resources than Level 3, but also 
with alternative methocb of Fncratin1 electricity and aJrcrnarivc encrsr tourccs. Many of Ln'el 3'• 
competitors are served by rwo railroada and. due to the competition. often benefit from lower 
trantportation coati than l..tvcJ 3 which is served by a single railroad. Additionally, many 
com~itors have lower stripping ratios than Level 3. often resulting in lower comparativ~ costs of 
production. 

Level 3 is also required to comply with varioua federal . atate and local laws concernin~ protection nf 
thr environment. Level 3 hclinca iu compliance with environmental protecuon and land 
rcJioi iiiiCIO lawa will not affect ita competitive poaiuon since iu competitors arc s1milarly affected by 
such laws. 
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Level 3 and iu minins v~nturcs hav~ ~nr~r~ inro variow •s~menu with iu cuuomen wh1ch 
stipulat~ deliv~ry and payment terma for the aak of coal. Prior to 1993. one of che primary 
cunomen deferred rtetlpt of ccnaln c:ommitmen11 by purchaaina undivided fractional lnrcreau 111 

coal mervtt of I.AYel 5 and the mlnlna ventura. Under the qrccmenta, revenue was rccogniud 
when wh wu recelwd. The qmmcnta with this custom~r were renegotiared in 1992. In 
accordance wich chc renegotiated agJftmenu, theft were no wcs of int~resu in coal reserve~ 
subsequent to January 1, 1993. Lcvel 3 hu the obliption ro deliver the coal reserve) to the 
customer in the future if the cultomcr exercises iu option. If thr option " rxercised. Lrvrl .\ 
presenrlv intends to ddiver coal from unaffiliated mmes. In the opmaon of thr management. Lcvrl 3 
has sufficient coal rcKrves ro cover the above ules commirmenu. 

Lcvel 3'• coal lila conma• are whh tntral tJtctrlc utlllcy and lndumial companlea. In tht tvtut 
rhat thltt CUIJOI'MII do not fulfill conrttetutl rttponalbllltla. level 3 would pursue the available 
lcJal ttmtdJa . ................. _ .. , .... 
Informacion services revenue is primarily derived from rhe compurer outsourcing businen and rhr 
sysrcnu intcgrarion bwineu. Level 3 provides ouuourcing service. typically rhrough ..:onrracu 
ranging from 3-S yean, to firms rhar desire to focw their resources on their core bwinesJCs. Under 
these conrracu. Lncl 3 recopiza rcvmue in the month the service is provided. The systems 
integration bwineu helps cwtomen define. develop and implement cosr-effc:~tive information 
systems. Revenue from these services is bill~ on a time and materials basis or perccmagr of 
completion basis depending on the extent of the services providrd. 

, ...................... . 
In 1996 and 1995 C-TEC's most siJnificant opcratinJ pups arc iu local telephone service and 
cable system opcrarions. C-TEC'a telephone netWOrk ICUII rcwnun arc derived from net access 
characs. toll rata and ~ultment arransementa for traffic that originates or termrnates within 
C-TEC's local telephone company. Revenues from telephone services and basic and premium 
cable programming services arc record~ in the month rhe Krvice is provided. 

Thr rclecommunicarions industry is subject w local. sure and frderal rrgularion . Comct~uend~·. !he 
o~bilit)' of rhr telephone and cable group• to generate ancrcucd volume and profits is largcl~· 
drpcndent upon regulatory approval to expand cwromer basa and increase prices. 

Competition for rhe cable pup'• aerviccs traditionally h111 come from broadcast rclevision. video 
rentals and direct broadcut aarcllhe received on home dishes. Future competition is expected 
from telephone companies. 

Concentration of credit risk with respect to accounts rcccivahlc arc lamated ,Jur 111 ahr Juprraum ul 
umomcr hast amonl' Mt:OIJraphat areaa and nn1edlea prov1de:d by rum• of contract• and statute,. 

As noted previously, the invesrrncnr in C-TEC lw been accounted for wing the equity mcrhod in 
1997. 
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Property. plant and equipment arc recorded at COJt. Depreciation and amortiz.arion for rhc ma1oriry 
of r.he Company's property, plant and equipment au computed on accdcrarcd and ura•tthr-llnc 
methods. Depletion of mincra.l propenies is provided primarily on an unit~·of-cxtracrion bui~ 
determined in relation to estimated resetvCJ. 

Intangible UKU primarily induck amounu allocated upon pure~ of ~xisting operarions. 
franchises and subscriMr lilts . These useu au amoniz.cd on a srrai~thtlinc basi~ ovcr rht' 
expected period of benefit. which doca not exceed 40 ~an. 

The Comp&ny micwa cbe carryina amount of lonall\'td UltU for impairment whenever cvenu or 
chanp in circumsanca indicate that the carry1ngamount may not ~ recovt:rable. Meuuremenr 
of any imp&irmcnt would include a comparison of estimated fuwre operating cash flows anticipated 
to be generated during the remaining life of the autt to the net carrying value of thc aucr. ..................... 
wei 3 follows the policy of providillJ an acauaJ for reclamation of mined propertieJ. based on the 
estimated cott of ratoradon of such propenies, in complian« with laws aoverninaauip mininJ. h 
is at least reasonably pouible that the estimated cost of resto:1tion will be revised in the ncar-term. 

Generally. local currendca of foreign aubaidiariea arc rhc funcrional currencaca for financial 
· reponing purposa. Aueu and liabilities au uarulated into U.S. dollars at ycar-cnd cxchangc 

rates. R.nenue and cxpcnacs au translated U5ing average cxchangc rates prevailing during thc 
year. Gains or loucs resulting from currency translation arc recorded as adjuumenu ro 
srockholden' equity . 

•• ~ ..... ., ............... Actlller 

Thc Company tecoJniu:t 1aina and louC't frurn thr ulc. 1uuancr and rcpurchur nf \ICil'k hy II& 

aub .. d iarln. 

In 1997. the Company adopted Statement of Financial Accounting Standards ("SFAS") No. 128. 
"Earnings Per Share". The Statement establishes standards for computing and presenting earnings 
per share and requires the ratatcment of prior per shan data presented. Buic earning~ per share 
havc hccn computed u1in1 rhc weighted 1veragr number of sharC'J during each pc'riod . Oilurcd 
urnll•t;• pr r aharr Ia rompurrd hy 111clud•ns und1 optiona 1nd ~. unvr r11hlr drltentu• r• «lluu.lcrrd 
ro bc daluuvc common arock cquavalrnu. 
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Pottntially dUutiYC MOCk opdont arc cakulattd In a«ordanu wich the trcuury atock method which 
a11umn that proc:ftd. from tht nercl~e of aJI opciona art uNCI to rcpurchuc common uock 11 
rhc aver~~r rnarkn val~. Tht number of aham rcmaJnlna after the proceed. arc cxhauaced 
rcprcacnr the pocenrially dilurive effect of rhc oprioru. The potmcially dilurive convcniblc dd,cncurcs 
arc calculated In accordance with the •if converrcd· method. This method anumc-• that the ahcr-tu 
inrcresr expcnac associated wirh rhc ddxnrurcs is an addirion ro ancomr and the ddxnrurct arc 
converted into equity with the rcsuhing common sharcs being aggrcprcd wirh rhc wc1ghtcd 
average shares ouutandiDJ. 

The followlna dtcaJie dM carnlnp ptr eharc alculaciona for C1w C Scock and Clw D Srock: 

Cla11 C Stock 1997 

Nc1 m~nmc availablt to common aharcholdtn (in millmn) S I~~ 

Add: lnteresr c.<pcnsc, net of tax effecr auociared with 
convenible debentures 

Ncr income for diluted aharea 

Total number of wciahccd averaac shares ouutandins 
used ro comr.utc ~aaic earnings per share 
1111 '"""'."' ,, 

Addirional dtlurive aharcs usununt; ~onvc:tuutl ut 
convenible debentures 

Total number of shares wed ro compute diluted carninp 
per shan 

Ncr Income 
Basic earning• per share 
Diluted earnings per share 

9.728 

441 

10,169 -
s 15.99 -S I ~ .35 -

1296 1225 

S lOt! s 104 

s 108 s 104 - -
, O.(r'i(r I 'UR4 

_ill _____l!1 

11,093 13.696 -
S IO. U s :-.78 -s 'J. -c, s - (>2 

"lnrercsr cxpcnac anriburablc ro convertible debenrures wu leu than S I million in I 996 and 1995. 
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qw DSrocis 1297 !')I}(; JC)')~ 

Income from con~ opendooa a.ilabk co common s 83 s 10,. $ llC• 
sharehc*im (in millions) 

Add: lntaat c:xpcruc. net of cu dl'ea auociared with 
convocrtibk debentwa . --

lnwme from concinuint opcn0ona fOr fully diluted ahara 83 104 120 

Income from dbcondnu.l Gpll'ldona __!Q ____l __ 14 

Net Income s 93 s 113 s 140 - - -
Total nwnber of~ fta1F lhara ouo used 

ro oompwc baic c:aminp per shire (in ) 124.647 116.006 108.594 

AddiQonal dilwiw IIDdt opciona 539 311 

Additional dilutM .twa .....w. CIOCMI'Iion ~ 
convertible dcbenrwa . _lli --

I utal numbt-r o( aharn wwd to computt dlJutrd rauuniP 
pet share. 1.2~. 186 llu~~~ ~ I~.H~ I - - -

ContinW,. OpcrMiocll: 
Bask eaminp per lharc s .66 s .90 s 1.17 
Diluted eaminp per ~hare ~ s .20 rrn - -

Discontinued OpcraOons: 
Basic earnings pet~ s 08 s .07 $ .12 
Dilutal clllninl(& per shalt' T"7H rill rn - -

Net Income: 
8uk caminp per shirr $ .74 H s 1.29 
Diluted caminp per .hare 1J4 ril9 - - -

"Interest cxpcrue amibuablc ro con~blc debentures was less than Sl million in 1995. 
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Effective December 26, 1997, the PKS Board of Directors approved a dividend of four shares of 
Class D Stock for every one share of Clus 0 Stock held. AJI shan information and per share data 
have been restated to reflect this dividend. 

Deferred income caa are provided for the temporary diffcrnca between the financial reponing 
buis and tax buit of me Compeny's aueu and liabilida winJ enacted tu rata in effect for the 
year in which the differences arc expected to reverse. 

U.tlfllll .... 

The prcpuation of financial atatanenu in conformicy with pnerally accepted accounting principles 
rcquira a=••r to rUb aamaca and UIWilpcions that affect the reported amounu of 
aueu aNJ de and ditdotutt of conrinpnt UICU and liabilitia at the date n( me financial 
mtemenu and me reported amounu of revenues and expensa during the reportinJ period. 
Actual resulu could differ from those estimates. 

1111..., ...._. Ann , .... Pr•••••n••• 
In june 1997, w Financial Aa:ounting Standards Board (MFASB~) iuued SFAS No. 130. 
"Rcportiftl Comprehensive Income", which requires that changes in c<~mprehensive income be 
shown in a financial natancnt chat is displayed wim the same prominence u other financial 
statemenu. 

Also in 1997, the FASB iuued SFAS No. 131. "Da.closures about Segments of an Enterprise and 
Related Information", which chanp the way public companies report information about segments. 
SFAS No. 131. which it based on the manasement approach to segment reponing includes 
rcquircmcnu to report sclected sqment information quanerly. and enticy wide disclosures about 
producu and services, major customers, and geosraphic data. 

These stattmcnu are effective for financial statemenu for periods beginning after December 15. 
1997. Muagcment doa not expect adoption of these statemenu to materially affect the 
Company's financial statemenu. 

Where appropriate, items within the consolidated financial statements and notes thereto have been 
reclassified from previous yean to conform to current year presentation. 

The Company's fiscal year ends on rhc lau Saturday in December. There were 52 weclu in fiscal 
yean 1997. 1996 and 1995. 
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In October 1996, the PKS &o.rd of Dlrcccora directed PKS manapmenr ro pursur a liarins of 
Class D Stock 11 a way to addreu ccn.ain iiiUCI creattd by PKS' rwo-dus capiralsrock mucture and 
the need to amaa and retain the best man~ent (or PKS' businesses. During the course of 
its examination of the conseque.nccs of a listins of Class D Stock. management concluded that a 
listing of Class D Stock would not adequately addn:u these iuua, and instead began to study a 
separation of the Connruction and Minins Group and the Divenificd Group. At the regular m~ing 
of the Board on July 23, 1997, ~ment submitted to the Board for consideration a proposal for 
Kpararion of rhe Construaion and Mining Group and Divenificd Group thruush a spin-off of the 
Conmuction and Miniq Group ("chc TranNCtion"). At a apccial meeting on August 14. 1997. the 
Board approved chc Tru~~edon. 

The separation of the Conuruction and Mining Group and the Diversified Group waJ contingent 
upon a number of conditions, includin1 the favorable ratification by a majoriry of both Class C and 
Class D shareholdtn and the receipt by the Company of an Infernal ~enue Service ruling or 
ocher assurance acccpabJe to rht Board that che aepararion would be tax-free to U.S. 
sharcholdtn. On December 8, 1997, PKS' Class C and C1w D sharcholden approved the 
transaction and on March S, 1998 PKS rec:eived a favorable ruling from the Internal Revenue 
Service. The Tranaaaion u ~ricipar~ ro be dkctift on March 31. 1998. AJ a resulr of chese 
events the Companv lw rcfleaed the financial poairion and raulu of optmiona of the IGcwit 
Construction and Miniq Group 11 diacontinued operaciona on the consolidatt:d balance ahccu and 
comolidatcd statements of eaminp for all periods preKntcd. The activities of thr Construction 
:111d Mining Group han bun removed from the aratemenu of cash flow•. Thr financial sratrmrnu 
of tG~it Construction and Mining Group can be found 1n Exhibit 9'J.A of thi• documenc. 

The following i• awnmarizcd financial information of tht IGcwit CoiUtruction and M.ning Group: 

Operation• (dollan in millions) 

RC'venUC' 
NC't incomr 

Financial Posirion ~dollars in million•l 

Currrnt a&Ktl 
0 1hr t UIC'U 
lo1al UIC'" 

Current liabilities 
Other liabilities 
Minority inwat 

Total liabilities 

N.,, '""'' 

1997 

s 2.76<6 
1~5 

1996 

s 2.303 
108 

1997 

s 1.057 
284 

! I 11\4 I 

579 
99 
II 

689 

s 652 

1995 

s 2.330 
104 

1996 

s 764 
274 

~ I ,OJII 

397 
79 

476 

s 562 
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lmmcdiaccly prior ro the apin-off of the IGcwit Conmuction and Mining Group. rhe Company will 
rccopizc a pin equal to che dift'trtncc bctwffn the carryin1 value of the Construction and Mining 
Group and au fair value. The Company will chen rcfltet the fair value of IGcwir Conmuction and 
Mining Group aa a dmdcnd to aharcholdcrs. 

Level 3 has rec:cady decided to aubswuially increase its emphasis on and nsources to iu 
information Krvica busincu. Pun~ant to the plan, Level 3 intends ro expand substantially iu 
currenc information Krvius busineu. through the expansion of iu cxining busineu and the 
creation, throuJh a combination of construction, leasing and purchaK of facil iun and other dseu. 
of a 1ubnancial facilitin-baacd internet communications nnwork (the · Expansion Plan"). 

Uun1 chc MfWOfk Lmt 3 in .... ro prcwidt (t) a ranp of lnrcrncc acccu Krvica ac varyins 
capaciry IeYda and. u cechftolosy dtwiOpmcnr lllowl, ar apeclfled ltvel• of quallry of wrvicc and 
5CCUrity and (b) a num~ of busincu oriented communications Krvius which may lncludt fu 
Krviu, which arc transmitted in pan ~r private or limited access Transmission Control 
Protocolllnremcr Protocol ("TCP/IP") networks and an offered at lower prices than public 
telephone nnwork-b&Kd fax Krviu, and voiu message storing and forwarding over the same 
TCPIIP-bascd nnworks. 

IJ) .... X Ill._. llllftMIII 

In connection with cht E.xpanaion Plan, 1Aw1 3 opccu ro devote aubatantially more manasemcnr 
rime and capira.l raourca co iu inf'ormarion acrvica businas with a view co maiUng rhe 
information Krvices busincu, over time, rhe principal bwincu of Level 3. kn that respect. rhc 
nt~lllll_&rmrnr i• conducting a comprehensive- rcovirw of the exjsring Level 3 bwinenes to determine 
how tho•c bu•lntaM• will c:omplt ntent l.trvfl \ 'a folll' un informauon Krvices. I( 11 is dectded that 
an existing bwincu is nor compatible wuh rhc tn(ormauun aervh.c• ltu•lncu 111141 r( a "ut•hlr huvr r 
can be found, Level 3 may dispose of that busincu. 

On September 10, 1997, LcvcJ 3 and CaiEnerJY entered into an agr«mcnr wherrby Cal Energy 
conmctcd ro purdwc Level 3'a CMIJY invaunmu for Sl.ISS million. subject to adjustmenu. 
These ene"')' invntmenu include approximately 20.2 million sham of CaiEncrgy common stock 
(assuming rhe exercise of I million options held by Lcvel3). LcveJ 3's 30% ownership interest in CE 
Electric and Level 3 's invesrmenu. made jointly wirh CaiEnergy, in international power projects in 
llllhlllf•rA And thr Philippinrs The transaction wu subject to the satisfactory completion of cenain 
provi1ions o( the .agrce111c111 •nc.l eluiC!d 1111 J•r1uary ~ . 191)11 . Thett aueu ' omprr1rd thr C" nergy 
segment of Level 3. Therd'orc, the Company hu rctlected rhc.e aa.c:n, the urnwK• 11111.1 luaoca 
attributable ro rhac uscu, and the rcbred caah flow items as discontinued opcrauons on thc 
balance sheeu, naccments of arninp and caah flowa for all periods presented. 

In order to fund rhc purchase of these aucu. CaiEnergy sold, in October 1997, approximately 19.1 
million shares of iu common stock ar a priu of $37.875 per share. This we nduced Level 3's 
ownenhip jn Cal Energy ro approximately 24% bur incn&Kd its proponionatc ahan of Cal Energy's 
equi tY. It is rhr Company's policy lO recosniu gains or loua on the sale of IIOCk by irs invcste~. 
l.covf! l ,\ r"' "llnhetl an aftt t-tu 11•in of approlimatcly U-4 million from tranucrions in CalEnergy 
11ock rn 1hr founh quancr of t •J•n 
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Th«' Asr«menr with CaiEneiJ)' included a proviaion wherd,y CaiF.nergy and Lt>Vd .~ shared 
equally any procccda from the offerins above or below a apccified amuun• Th«' utTmn~ wa' 
conducted at a price above that provided in the agreement and therefore. l.t"\'cl ·' IClCI\'l'd 

· additional proceeds of S16 million at the time of closinJ. 

Level 3 npecu ro rtCOPiu an afwr·w pin on rhc diapoaidon of ira cncrJ>· as~u in I 998 of 
approximately Ul~ millioa. The Wr·W proc:ctda (rom rht ttanucdon o( approximarcly S967 
million will be used co fund the npamion plan of the information ICfVic.a bwineu. 

Thr followins ia summariud financial information for diacontinued energy operations: 

lnwms from Qipptjpysd Opsqtiops 

Opcgdone 

Equiry in: 
CaiEnnsr camiap, net 
CE Electric carninp. net 
lnt C"rnarional cncrty projccta earninp. net 

lnvntnum lncomt ftunt C:•ll!.ttttiY · 
Income cu cxpcniC 

Income hom operationa 
Qlf.ocrax SrCM'k rqnwtioN 

Gain on invest~ stock activiry 
Income tax cxpcnac 

l:,maordmuy lAM - Wlnd(all Tu 

Lncl 3 ·, share hom CaJEnerar 
Lcvtl 3 'a aharc from CE EIKfric 
Income wr benefit 

Extraordinary loss 

!nvnsmsnu lp Qjesgmlpycd Qpcr~rjom 

lnvcarment in CaiEncfJY 
lnvcatment in CE Elcaric 
lnvcatmenr in international cnciJY projects 
Restricted KCUritia 
Deferred income tu liabiliry 

Total 

1227 

s 16 
17 
s 

---.r!l 
s 29 -
s 68 
_lli) 
s 44 -
s (39) 

CSI) 
__l! 
s (63) 

12?6 

s 20 
(l) 
m ., 

~~ 

s 9 -
s 

s -
s 

. 
s -
1227 

s 337 
13S 
186 

2 
___ill) 
s 643 -

s 10 

6 
(, 

___!!!I 
s 14 -
s 
s -
s 

. s- --
1226 

s 292 
176 
149 

8 
_ill) 
s 608 -
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At De«mber 27, 1997, Lcwl 3 owned 19.2 million Wrtl or 2•% o( CaiEnrr~r'• ouur~"dins 
common nock and had a cumulative invatmrnr in CalEnrrv common atock of S.H7 million. 
Ca.IEnrrgy common stock iJ traded on the New York Stock Exchange. On Otcember 27. 1997. the 
market value o( ~13's investment in CaJEncrgy common atock was S~48 million. 

The foUowins iJ summarized financial information of Ca.IEnergy Company. Inc.: 

Opsrasjopt C4pUap jp milliona) 

Rn-enue 
Income befo~ extraordinary item 
Extraordinary item - WindfaJI tax 

J...n.d 3'ss~: 
Income befo~ extraordinary item 
Goodwill amonizacion 

1227 

s 2.271 
S2 

(136) 

18 
(2) 

Equity in income of Cal Energy bd'ore extraordinary Item ~ 
Extraordinary item - Windfall tax l:.:Jl2) 

Financial Potjtjon Cdo!lan in mjmonal 

Current aucu 
Other atMU 

Total uscu 

Current liabilities 
Other liabilities 
Minority interest 

Total liabilities 

Nctaucu 

Lt-vrl .~ 'a share: 
t-.quuy In ne~ liur" 
Goodwill 

Investment in CaiEncrgy 

1996 

s 576 
92 

22 
(l) 

1?'1~ 

s 2.053 
....ui5 

7.488 

1.440 
4.494 
~ 
~ 

~ 1.~~~ 

s 337 

$ JJ j 

s 399 
62 

s 

13 
(3) 

1?% 

?45 
~ 

5.713 

1.232 
.' .301 
~ 
~ 

s §§I 

s 267 
15 

$ l~U 

In December 1926. CE Electric, which is 70% owned by CalEnrrgy and 30% owned by Lcvd 3. acquired 
nutorir~· ownenhip of rhe outatanding ordinary aharc capital of Northern Elccrric, pic. punuant to a ten· 
Jr.r uiTrr (tit, "Tt!u.lrr OfT~r) commcnccd in the United Kin1do'!" by CE Electric in November 1996. As 
of March 1997. Cl:. l:.lectrtc cffecuvely owned I 00% of Norchcrn a ordinary shares. 
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~ of December 27. 1997, CalEneiJY and l..ncl 3 had contributed to CE Elecuic approxlmartl~· 
S410 million and $176 million. rapcai~ly, of the approximately ~ 1.3 billion rt'quircd to acquire aJI 
of Northern's ordinary and prefcrcncr shara in connection with the Tendt'r Offt'r ThC" rt'mai nin~ 
funds neccauy to C:OiliWIUIWe the Tender Ofttr wert provided by a term loan and a re"olvmg tacaluy 
agreement obrained by CE Eleccric. Level 3 hu not pwanteed, and is nor otherwise subject ro recourse 
for, amounu borrowed under thac fldlitia. 

On July 2. 1997. the Llbour Party in the United KinJdom announced the details of iu prop<*d 
MWindfall Tax" ro bt levied apiftlt privatized British uriliria. This one-rinK ru is 23% of the differtna 
btrween the ~ue of Northern Elearic:. pic. at the rime of privatization and the utiliry's current value 
based on pronu over a period of up to four yean. CE EJecuic recorded an extraordinary char~ of 
approximately $194 million when the ax wu enacted in July 1997. The total after-tax impact ro Level 
3 dll'fCdy JhfOUih iu invatmcnr in C£ EJearic and indirecdy duoush iu interest in CaiEneiJY. was $63 
m1UI6n. 

The following is summarized financial Information o( CE !A«uk u of Df4.fmbtt ,J I , I??? and 
Dw~mbcr 3 I . I 996: 

Qe5rations !!iollan in milli2DI~ 1')')'1 I?~<· 

R.evmue S I.S64 s 37 
Income btfort exuaordirwy item ')8 
Extraordinary irem- Wandfa.ll tax (I 94J 

l.rvd .r. ahart: 
Income belor~ nuwr~Jinaty hem s I" s 
M~ent fee pajd to CalE.nciJY ~2) 

1- Fl 

Extraordinary iran - WindfaLl ax s (SBJ s 

Finan~iil f21isioo {dolla!l in million!! 12?7 12,26 

Current uacu s 419 s S83 
Other uaeu :! I') I 9 1.772 

Total uaeu 2.'HH 23~') 

Current liabilities 1.166 785 
Other liabiliria 1.265 718 
Prcfermf stock 56 153 
Minority interest I 12 

Tmal liahiliriea 2.487 1.768 

N~t ISJ('U s "" I s 'i87 

Level 3 's dare: 
Equity in ~ uaeu s 1.\ ~ s 17(, 
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(J) Dlnililll ••• r..., O,rnlln1 (Mill.) 

CE Elcaric'a 1995 and 1996 opcratinJ rauhs prior to the acquisition we~ nor significant ~larivc ro 
Ltvel 3'a raul11 afctr pvinallftct co certain pro forma ldjwcmenn related to the acquisitions. 
primarily lncNIMd unoniudon and inllrtll ••penac. 

In 1993, Level 3 and CalEnefJY formed a ventu~ to develop power projects ouuide of the United 
States. Since 1993. conttructJOn hu beJun on the Mahanasdong. usecnan and Dieng power 
projects. The ~ project is a 16S MW pothermal power faciliry located on the 
Philippine Wand of Leytc. The Cuecnan project u a combined irrigation and I SO MW 
hydroelectric~ JCGCntion facility located on the island of Luzon in the Philippines. Dieng Unit 
I is a 55 MW pthcrmal facility on the Indonesian island of Java. An additional five units arc 
n~ co be c:oucruaed on 1 modular buis It the Oiens site, as geothermal rcsourccs arc 
dMiopld. In Junt 1997, Ltw1 5 and Calint~ doMd 1 $400 million rcvolvins credit faciliry ro 
finance the clcwlopmeat lftd coruttutdon ol 1M rtmainiftllndon•ian pro)tcta. The credir faciliry 
is collateralized by the Indonesian aueu and is nonrecoune to Lntll 

Generally, COltS auociated with the devdopment, financing and const. Jction of the international 
energy projccu have b«n capitalized by each of the projects and will be amonizcd over the life of 
each project. 

The foUowinJ is aummarized financial information for the international energy projects: 

Financial Position 
hhdl1u lu millismal MlbiDU~SZD& ~IIS,DID Qic[!& O£her !oral 

1117 

Currmc..u s .. 2 s 3~ s 87 s 67 s S30 
Orher wcu _ill ~ _ill 171 __!!..!. 

Total uaeu 29-4 -482 321 238 1.3-41 

Cur~nt liabilities II 12 88 61 172 
Other liabilities 186 .H 2 _ill S6 __I,L 

Total liabilities (with recourse 
only to the projecu) _.!.2.? .._.lli 211 11 7 _.2Q2 
Net UICU s 97 s 98 s I 16 s I 21 s 432 - - - -

Level 3 •• shan: 
Equity in net usetl s 48 s .. 9 s -46 s .. , s 186 - - - - -
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Financial Position 
!dszllata io milliszoal Mabaoudszo& ~IIS:SiDID Qjeo& Qsbli' I1.ml 

1111 

Current UlttS s 1 s 441 s IS s 10 s 467 
Other assetS _m ---11 ___ll.8 ---l6 ~ 

Total assets 240 <692 133 <66 ?II 

Current liabilitin 15 9 24 II 59 
Other liabilitin __ill _.ill _.l5 --- _j{H) 

Totalliabllicin (with recounc 
only to the projects) _l.68 ____jli ~ __u ~ 

Netasaeu s 72 s 111 Lli L..ll s 292 - - -
Ln-el 3 '• ahart: 

Equity in net assets s 36 s 55 s 36 s 17 s 144 
Loan to Project -- -- ~ --- __5. 

s 36 s 55 s 41 s 17 s 149 - - - --
In late 1995. the Casccnan joint ventu~ closed financing for the construction of the project with 
bonds iuued by the project company. The diffe~nce between the intcmt npc111e on the dtbt 
and rhc inremr earned on rhe unwtd funcb/rlor to payment of conarrucrion cosu resulted in a 
loss to the vcntu~ ofS12 million in 1997 an 1996. l.evel3's sha~ of these lours were $6 million 
in each year. The Mahanagdong facility commenced operation in July. 1997 Lc-vd Ys 
proportiunatc 1harr of the earnlna• attributable w Mahanasdona wa• S7 million I'J'J7 . Nu •nc:umc­
or loues we~ incurred by the internauonal projecu in 199S. In addition to the equny earnangs and 
losses. uvel 3 has project development and insurance expenses, an<! received management fcc 
income ~lated to the international projects in all yean. 

In late 1995. a Ln-cl 3 and Cal£ne'Ji vcntu~. CE Casccnan Warer and Energy Company. Inc. 
("CE Casccnan .. ) closed financing and commcnud construction of a $495 million irrigation and 
hydroelectric power projeCt located on the Philippine island of Luzon. U:vcl 3 and Cal Energy each 
made S62 million of cquiry contributions to the project. 

The CE Casccnan projeCt wu being constructed on a joint and several buis by Hanbo 
Corporation and Hanbo Engineering & Construction Co. Ltd. On May 7, 1997. CE Cuccnan 
announced that it had terminated the Hanbo ContraCt. In connection with the contract termination, 
CE Casccnan made a $79 million draw request under che later of cteefjc issued by Ko~a Fim Bank 
("KFB") to pay for cenaift tnnaition coau and other damaaa wwkr the Hanbo Contract. KFB fajJcd 
ro honor the draw rcqucn; the rnaucr is being litigated. If KFB would not be required to honor iu 
ohlijlationJ under !he lrucr of credit. such aclion may have a material advenc- dTen on thc- CF. 
l '.&•elllilll prujc-lr. Level 3 doca not expect the outeomr of the liugauun to dTrct Ill tlnancual 
posuion due to the transaction with CaJEncrgy. 



In September 199S, the PKS Board of Direcron approved a plan to make a tax-free dimibution of 
iu entire ownenhip inrerat in MFS to the Class D stockholders (the MSpin-off") effective on 
September 30, 199S. Stwa were distributed on rhe buis of approximately .348 shares of MFS 
Common Stock and approximately .130 ahara of MPS Preferred Srock for each shart of 
ouutandina C1ua 0 Srock. 

The net invacmcnt in MFS dinributcd on September 30. 199~ wu approximately S399 million. 

Operating raulu of MFS through September 30. 1995 arc summarized u follows : 

(dollara jn millional 

Rncnue 
LoN from optradon• 
Nttiou 
Lcvcl3's share of loa in MFS 

l?n 

I 412 
(176) 
(196) 
(131) 

Included in the income tax benefit on the statement of earnings for the year ended December 30. 
199S. is S93 miUion of ru benefits from the rcvenal of certain deferred tax liabilities recognized on 
gains from previous MFS stock transactions that were nor rued due ro rhc Spin-ofT. 

IIJ 1111 • lu.lflllrJ'I ..._ Tr111111111, ..e 
Stock issuances by MFS for acquisitions and employn uock option•. reduced Level .r. ownership 
in MFS prior to the Spln-ofr in I 995 to 66% from 67% in 1994. As a result , Level 3 reco,nized a 
gain of S3 million in 199S rcpraenting the incrcaac in Lcvd 3's proportionate dwe of MFS cquiry. 
Deferred income tue1 had been csrablished on rhis pin prior to the Spin-ofT. 

Ill WniiiDFII...,. F*VIIIIelf,_n 11lllln t 111111'11 

The following merhoda and usumprions were used to detcrmane classification and fair values of 
financial insrrumenu: 

c.~~• c..llltulnhntl 

Cuh cquivaJenu. pnenlly conaiat of funds invellcd in rhe Klewir Mutual Fund-Monty Market 
Portfolio and hliftiY liquid lnauumenq purchucd with an oriJinal maturity of three months or less. 
The securities arc stated at cost. which approximarn fair value. 
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Level 3 bas classified all markeubl~ securiti~s. restricted ~~curiti~s and mark~tabl~ non-curr~nt 
inv~stm~nu not accounted for under th~ equity method u availablt-for-ul~. R~uncr~d secunu~s 
primarily include invatmenu in variow portfolios of tb~ Kiewit Mutual Fund that ar~ rntrict~d to 
fund certain reclamation liabilities of iu coal minina ventures. Du~ to th~ anticipat~d incrus~ in 
capical expn~dirwa, LcwJ 3 hu rcdauified its invatmenu in marketable equiry ~teurities from 
non-curran to currcac in 1997. The amortized cott of the a«uritia wed in computin~ unrcaliud 
and raliacd pina and loua is determined by specific identification. Fair value1 arc eatimat~d bu~d 
on quoced rnarkct prices for the a«uritia on hand or for similar inv~atmenu. N~c unrealiud 
holdina pina and loua art rqK>rttd u a separate component of stockholders' equiry. net of cax. 

At D«cmbtr 27. 1997 and D«cmbcr 28. 1996 ch~ amoniud cutt . unrealiud holding lP'"' and 
lout•. and ntimaccd fair valua of marknable securiti~s. r~scnctcd securici~s and mark~tabl~ 
non-current invatmenu ~rc u follows: 

Unraliud Unmliud 
Amortiud Holdln1 Holding Fair 

! dgllaa iD IDilliRDI! ~211 ~liDI LOS!£! Val!.!~ 

.l.2.2L 

Markttablt Securities: 
J\irwit Mutual Fund: 
~hurt - t erm llovernmtnt s 2.H s s s 234 
Intermediate term bond 195 3 198 
Tax cumpt 154 3 1~7 

~iry 7 .. II 
Co tmlir.ed DIOIIJIF oblipdona I I 
Equity KCUrttia 48 9 57 
Other securities _.lQ --- --- ___lO 

~ ~ i ~ 

Rtatricrtd Securhin: 
J\t~wu Mutual Fund: 

Intermediate term bond s 10 s s s 10 
Equity _..u - --- __u 

~ s I ~ 
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lnvenmenu coauist of the following at December 27, 1997 and December 28, 1996: 

(dol!an in mmjone) 

Commonwealth Telephone Enterprltta Inc. 
RCN Corporation 
Cable Michigan 
Plll vi lton Tower• 
l:.qutcy sccuriries (Note 6) 
C-TEC invesrmmu: 

Mepcable 5.A. de C .V. 
Other 

Other 

1927 

s 7t; 
214 
46 
22 

-~ 
~ 

!?% 

s 

"'5 

74 
12 
~ 
1.-W 

On Scprembcr 5. 1997. C-TEC announced chat in board of dirccton had approved the planned 
rcmucruring of C-TEC into three publicly traded companies effective September 30. I 997. Under 
the terms of the remuauring C-TEC dwcholden received arock in the followina companlca: 

• Commonwtllth Telephone EnmpriMI. Inc., contalnln1 the loa.! telephone group and rclared 
en1lneerln1 bwinesa: 

• Cable Michigan. Inc .. conrainin1rhe Cjblr rrlrvuulll IIJ>erar ioru in Mach&ga"l: and 

• I{CN Corporation, Inc., which consists of RCN Telecom Services; C-TEC's existing cable systems 
in the Bonon-Wuhlnpon D.C. corridor; and rhe invauntnr in Mepcable S.A. de C.V .. a cable 
operator in Mexico. RCN Telecom Services is a provider of packqed local and long diatancc 
telephone, video, and inrcrntr KCal ttrvica provided OYer fiber optic nerworlu to residential 
cwtomera in Botton, New York Clry and Wuhanpn D.C. 

As a result of the rarructuring. Level 3 owns leu rhan ~0% of rhr nuruandinJt ahatra and v'"'"K 
rip:hrs of each rntirv. and rhrrefurC! •u:-l'uunu f01 c:ad1 c:nruy u""K the: C:'JUIIY method ;u of the: 
hr tt" '""'tl uf I 1J'J 'f. C -'fEC'a fananc1al pomion. results of operations and cash flows arc 
w nsoltdated in the 1996 and 1995 conwlidared financial statrmenu. 



m ........... ,....., 
The followlnaleeummarlud financial informacion of che chr« encicieJ created at result of thC' 
C· TEC mtruccurin1: 

Oosgsions Cdollan jn millions) 

Rcvtnut 
Net incomt available to common stockholden 

Level 3 's share: 
Net income 
Goodwill amortization 

Equiry in net incomt 

Rewnue 
Net loas available to common srockholders 

Level 3 's share: 
Net lou 
Goodwill amortization 

Equiry in ntt lou 

-~ .... 
Rn-enue 
Nee (lou) income available co common stockholden 

Level 3 's share: 
Net (lou) income 
Goodwill amortization 

Equiry in nee (loas) income 

1297 

s 197 
20 

s 81 
(4) 

(2) 
___Li) 

I ~~~ 

s 127 
(52) 

(26) 

--
~ ,,~1 

1226 

s 186 
10 

10 
___ll) 
$ ? 

s 76 
(8) 

(4) 
__ji) 

I 181 

$ 105 
(6) 

(3) 
___jj) 

~ ,~1 

1225 

s 174 
31 

s 60 
(10) 

(5) 
__w 
I '21 

$ 91 
2 

I 
-----1 
L.l 
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Commonwahh 
Telephone CabiC' RCt\ 
Eo,,QZ,im Mi,bi,ao Ca[~IJ[iiUilD 

fiDIDSiiill!szliSiSZD 'iD milli2Dil 122Z 1226 1227 1996 19'l- It)')(, 

Current useu s 71 s 51 s 23 s 10 s 698 s 14 .'\ 
Other aueu _lQJ~ _ill ..ll2 .JiJ .......i8j 

Total aucu 37 .. 317 1 .. 3 149 1.151 628 

Current liabUitics 76 59 16 24 ?o '7 
Other liabilities 260 189 166 190 708 17'i 

Minoriry interest -- -- ___15 __l..S ~-'i 
Total liabilities ___..ll6 ~ _l2Z ~ ~ ....2lZ 

Net assets (liabilities) ~U2 ~) ~) Ull~ 

Level 3'a Share: 
Equlry In nrt , .. , .. s 18 s 33 $ (26) s (38) s 173 s 189 
Goodwill _jz _jJ _n _n ___Jl _u 

~1...21 ~ 1..JZ u.u UlU 

On Occcmber 27, 1997 the market value of Level 3's investmenu an Commonwulrh TdC'phonC'. 
Cable Mic:hipn and RCN was $215 million. $76 million and $485 million. respective!~·. 

In February 1997, Level 3 purchased the Pavilion Towers office buildings in Aurora. Colorado for 
$22 million. 

lnvntmcnu in 1996 aho include C-TEC'a •o% ownership of Mrpcablr S.A. dr C.V .. Mexico's 
(C'cond lartnt cable operator. accounted for using the equity method. 

Intangible aueu consist of the following at December 27. 1997 and December 28. 1996: 

(dollap jo mmjoN> 

CPTC intangibles and other 
C-TEC: 

Goodwill 
~r.nchlat and aubacriber liau 
Other 

Lns accumulated amortization 

1227 

s 23 

12% 

s 23 

198 
229 
~ 

4H4 
__il.ll) 

1.-W 
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Ar December 27. 1997 and December 28, 1996, lon1·11rm dtbr WN 11 fQIInw•1 

ttfolleg lA m!!Upu) 

CPTC Long·term Dcbr (with m:ouru only ro CPTC): 
Benk Not~ 

(7. 7% du~ 2008) 

lnstitutionel Note 
(9.4S% due 2017) 

OCTA Debt 
(9.0% due 2006) 

Subordineted Dcbr 
(?.S% No Maturiry) 

Other. 
Pavilion Towm Debt (8.4% due 2007) 

~..u.dl.aaa 

C-TEC longr~rm D~br lwuh recourse onl~· ro C-TECl : 
Credit Agr~cmenr - Narional Bank for Cooperatives 

(7.Sl% due 2009) 
Senior Secured Nota 

(9.6S% due 1999) 

Term Credit Agreement - Morgan Guaranty Trusr Company 
(7% due lOOl) 

Less current ponion 

1927 

s 65 

8 

___6 
I 14 

15 
6 

____j 
26 

- -
- -

140 
___ll) 

UJZ 

1296 

$ 65 

6 

"'I ---108 

I 
___6 

7 

110 

134 

___l_B 

~ 

377 
--l.t?l 

~ 
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In AuJWt 1996, CPTC convened iu construction financing note into a term note . with a 
consonium of banks ("Bank Debe·). The interest rare on rhe Bank Debt ia ba1cd on Ll80R flhn 11 

varying rate with inrerest payable quarterly. Upon completion of cht SR9t toll toad. CI'TC rnttrrtl 
into an inrcmt rift twap llrlftllmtnt with cht Nmt pen ln. The 1wap npl~• in Januar~· 2004 and 
n ... the lnetmt ra.tt on me .... k Debt from 9.21% to 9.71% during the term of the swap 
apecmc:nt. 

The institutionaJ note is with Connecticut General Life Insurance Compan)'. a subsidiary of 
CIGNA Corporation. The note convened into a rerm loan upon completion of the SR91 toll road. 

Subttaatially aU the uam of CPTC and the pannm' c:qwry intc:rat in CPTC accure the rerm debt . 

Oranp Cowley Truuponadon Authoriry holcb Sl mUUon of aubordinatc:d debt which is due tn 

varyin1 amountJ O¥tt 10 yean. lnrerat a«rua at 9% and is payable quanerly ~innintt in 2000. 

In July 1996, CPTC borrowed from thr p~rtnen S~ mllleon w facelwue the ~ompleuon of the 
proitct. In 199?, CrTC borrowed an addnional S4 million from the panners in order to comply 
with equity IIWntenancc provisions of the contracts with the State of California and in lender.. The 
debt is smcralJy subordinated to aJI other debt of CPTC. lntemt on the aubordinatc:d debt 
compounds annually at 9.5~ and i• payable only u CPTC aenc:raca ncm cash nOW$. 

CPTC capitalized interat of S- million. $5 million and $7 million in 1997. 1996 and 1995. 

In June 1997. a mortsasc: with Metropolitan Life wu established. The Pavilion Towen builcLng in 
Aurora. CO collateralizes this ciebt. 

Scheduled macuridll ol'lona·mm debe duouth 2002 a~ u foUowa (in mlllioru): 1998 - S3: 1999-
S6: 2000- $5: 2001 - 16 and S8 in 2002. 
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An analysis of the income ax benefit (provision) attribucabk to earnings from continuing opcratiom 
befo~ income taxes and minority interest for the th~ years ended December 1..,. . 1997 follows: 

h~2ll1o ID milli2111l 122Z 122~ 1 9?~ 

Cwrtnr: 
U.S. f'tderaJ s (S-4) s (61) s (66) 

Fo~isn (4) (4) 

Stare _.11) ___l.fl) ____(j) 
(55) (71) (73) 

Deferred: 
u.s. federal 103 67 145 
Fo~ip 3 
Srau - ___.1. ~ 

_JJU -AI _ll2 

L.JI 1...JJ> L.l2 
The United States and fo~ign components of earnings from continuin1 opcratiom for tax reporting 
purpote•. befcue equity lou in MFS (rrcordt'd nt't of taxi. manority interrat and llllUmt' taxc) 
followa: 

,~21110 iD milli2Dil 122Z 122~ 122~ 

United Stares s 31 s 106 s 187 
Foreign -- _J ___J 

1....U ~ ~ 

A reconciliation of the actual income tax benefit (provision) and the tax computed by applying the 
U.S. federal rare (35%) to the earnings from continuing operations before equtry lou it~ MFS 
(tteardcd net of tax), minority interest and income taxa for the rh~ yean ended Dcc~mber 27. 
1997 follows: 

~doll!£! io milli2!!1l 1227 1?96 122~ 

Computed tax at statutory rate s (II ) s (37) s (67) 
State income taxes (I) (3) 
Depletion 3 3 ~ 
Goodwill amonization (3) (2) 
Tax exempt interest 2 2 2 
Prior ~ tax adjwrmcnu 62 44 51 
Compensation expense attributable ro options (7) 
MFS deferred tax 93 
Taxes on foreign operations (2) I 
Otht'r - - __j]_) ___il l 

1-..Jia 1,._U) 1......Z.:l 
During the rhrcc yean ended December 27 . 1997, the Company ~ttded a number of disputed tax 
iuuca related ro prior yean that have been included in prior year rax adjwrmenu. 
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Possible wra, Myond rbo.c provided on remimnca of undimibured earnmgs of foreign 
subsidiaries, are nor cxpcacd to be material. 

The componenu of the net deferred ru liabllirie• for che ~au ended 
December 28, 1996 wac u follows: 

Dec~mber ~-. I 'l'r and 

(do!laq jo mmjops) 

Deferred ru liabiiities: 
lnvmmcou in securities 
lnvcmnenu in joint ventura 
Aasct biNI · eccunualated dcpreciacion 
Coal Illes 
Other 

Toea! ckfmed tax liabilities 

Deferred rax uaeu: 
Compcnaarion - rcrircmenr bcnefiu 
Investment in subsidiaries 
Provision for estimated cxpcnta 
Nec operadn1l01Mt of aubtldlarla 
Forel1n iJid ttneral buainas w crediu 
Alternative minimum tax crediu 
Other 
Valuation allowances 

Total deferred tax asaeu 
Nrr drfrrred ru llabilitif' 

1111 ll•ci•••••FI'..., 

J2'l7 

$ '7 

3.~ 
H 
41 

__.16 
!50 

15 
8 
7 

3 

9 

--
d 

I')')(, 

s I I 
4~ 

!2~ 
I~ 

_..16 
312 

29 
2 

26 
6 

67 
16 
19 

_l!l) 

r:ffi 

PKS is pncralJy committed co purchuc all common scock in accordance wich rhe urrificare of 
Incorporation. l11uancca and repurchucs of common sham. including conversions, for the three 
years ended December 27. I 997 were as follows: 

Shares iuued in I 995 
Shares repurchued in 1995 
Class B&C shares converted co Class D 'ham 
Sham illucd in 1996 
Shares repurchased in 1996 
Class B&C sham converted to Class D shares 
Shares issued in 1997 
""•t•• tf' J'IIIl "•••J i ll I yq7 
Llau b&L tharc• convened to Clast. D shares 

C lau 
B&C Stosk 

1.021.875 
136.057 

6,092.877 
896,640 
146.893 
623.47') 
fj()\ ,1)24 

H . ..!"t(, 
1.723.966 

Clau 
D Ssosk 

'>30.610 
210.735 

12.847.155 

1.276.080 
2.0'>2.42') 

1\.IU.U I '> 
14.80~ 

6.517.715 

The 1996 activity includes JS0.995 Clus 0 shares convening to 47,007 Class C shares. The 1997 
activity includes 1,880 Class D ahara converting to 510 Class C sh~. 
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In Dtctmbtr 1991, atockholckra approved am~ndmenu ro the 1995 Clan D Srock Plan ("the 
Plan•). The amended plan. among other things. increases the number of shares reKrved for issuance 
upon the exercise of stock based awards to 35.000.000. incrcaKa the maximum number of opuom 
granted to any oner.anicipant to 5.000,000. provides for the acceleration of vc111ng in the event of 
a chantc in concro , allowa for thc grant of arock based awards to directors of Level 3 and mher 
~nona providlngKrvices to Level 3. and allows for the grant of nonquaJified arock options with an 
exercise price las than the fair markn value of Clw D Srock. 

In Dccanbcr 1997, Lcvcl 3 conventd boch option and uock apprtel1ulon rl1hu plana of a 
aubtldlary, ro tht Clue D Stock plan. Thla convtrtlon muhed in the issu•nce of 3.7 million 
opdona tb purdwt C1w 0 Stock at $9 per ah.rr. level 3 recognized an expense. and a 
corrapondiq inCrcaK in cquii)'. u a result of the transaction. This incruae in cquiry and rhe 
convtnion of the stock appreciation ri~hu liability to cquiry arc reflected u opuon acrivity an the 
Statement of Chan1•• in Stockholders Equiry. The options vest over three yean and expire in 
December 2002. 

l..cvcl 3 hu elccccd to adopt only rhe required ditdoturc provition• and nor rhe optional cxpcntt 
rccosnidon provision• under SFAS No. 123 "Accouncina for Stock BaKd Compensation". which 
cscabliahcd a fair value bated method of accoundna for teock option• and other equity innrumenu. 
The fair value of rhc opciona ouuwidin1 wu calculated using che BW:k-Scholes method wing risk­
free interar rates raDJiq from 5.5% co 6.n% and expected livn of 7~% of thr. roral lifr. of rhr 
option. l..e-vd 3 used an expected volariliry rate of 0%. which ia •llowl'll ''" I'''"'"'' r n1uir• u11Je1 
SFAS No. 123. Oncr. ltvtl ,, ·, alock h lhlfJ. vuloullhy (,.,ron will be mcorporared 10 determming 
l•lt ''•lull. I.e vel J ·, net rn' ome and earnmg~ per share for 1997 and 1996 would have been 
reduced h .> the pro forma amounu shown below had SFAS No. 123 been applied. 

1997 

Nee Income of Level 3 
AJ ~poned s 93 
Pro Forma 93 

Buic Ea rnin~• rr.r Shut 
1\• lt .. putteJ s .74 
Pro J·orma .74 

Diluted Earning per Share 
AJ Reported s .74 
Pro Forma .74 

Thr. 1995 historic.! and pro forma amounts did nor varv aa rhr "I'"""' tt•.aturll 111 
vcsrcd. 

1226 

s 11.3 
II..' 

s .97 
.97 

s .97 
.96 

I '1'1"1 haJ 1101 
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Transactions involviq arock options granted under the Plan are summariz.ed u follows: 

Sh•rs• 
Option Price Weitzhted AvJt. 

Psr Share O llliOO rnc\· 

Balance December 31, 1994 

Options granted 
Options cancelled 
Options exercised 

Balance Decem~r 30. 1995 

Oprionaaranced 
Opdone Ca.nce1Jed 
Option• exercised 

Balance Dccem~r 28, 1996 

Options granted 
Options cancelled 
Options exercised 

Balance Decem~r 27, 1997 

Optiont exerduble 
Decem~r 30. 1995 
Decemher 28. 199(o 
l>r\.cmher 17 . 19'J / 

1.340.000 

1,3<60.000 

195.000 
(I S.OOO) 

2.220.000 

7.495.465 
(53.000) 

(2.318.465) 
7 .3<6<6,000 

!6~.000 
1.295.269 

s 
$8.08 

S9.90 
8.08 

$8.08 - S9.90 

S9.00 -$10.85 
9.90 

8.08- 9.90 
S8.08 -S10.85 

s 
8.08 

8.08 - 9.90 

s 

S8.08 

$11 .011 

$9.90 
8.08 

$8.81 

$9.93 
9.90 
8.93 

$9.91 -
s 
8.08 
8.70 

The weishted avtraJe remaininJiife for the 7.3<64.000 options ouuranding on Decem~r 27. 1997 
is 8.3 ~an. 

(13) ....... , .......... , •• c .. 

The Company conducts in continuing operations primarily in three reponablr segments: information 
)ervice~. telecommunications and coal mining. O ther primarily include~ CPTC and corporate 
overhead not attributable to a specific Kgment and marketable KCurities. 

Equity earnings is included due to the significant equity invesrmenu in the telecommunications 
business. 

In 1997, 1996 and 1995 Commonwealth Edi•on (' nmptHII' Q" "''""'.! I no 'I'""· .' Yh· .wJ .U'tu of 
Lcvrl 3 's rev en ur~ . 

Industry and geographic data for the construction and energy businesKs have been recora~d 
under discontinued operations. 
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A summary of the Company's operations by industry and geographic region is as follows: 

Telecom-
Information munications Coal Discontinued 

'd2Um iD millioDil ~rviw '~-T~~ !:nsisial Minin& Otb£r O~!]tions Consolidarcd 

llll 

Revenue s 94 s s 222 s 16 s s 331 
Operating Earninp (16) 82 (23) 4 .~ 

Equity Louca. net (23) (20) (4j) 

ldcnrifiablc Aueu 61 336 499 588 1.295 2. 779 
Capital Expenditures 14 3 9 26 
Depreciation, 

Depletion & 
Amonizadon 8 8 8 24 

u. 
Rrvcnuc $ 42 s 367 s 234$ 9 s s 6S 2 
Operarina Earnings (3) 31 94 (35) 87 
Equity l.oJ&cs. ncr (I) (I) (7) (9) 

Identifiable ~u 29 1.100 387 380 1.170 3.066 
Capital Expenditures II 87 1 17 11 7 
~reciation, 

cpletlon & 
Amonization 10 106 12 132 

181 

Rrvcnuc s 36 $ 325 s 216 $ 3 s $ 580 
Operating Earnings 4 37 77 (73) 45 
Equity Losses. net (3) (2) (S) 
Identifiable Nleu 34 1.143 368 614 786 1.945 
Capital Expenditures 6 72 4 36 118 
D6rteiadon, 

epletion ~ 
Amoniution 81 7 .\ ')6 
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(lit 

s ll(• s j s s '18() 

s 114 .s_.,..J .s __ s )80 

s 37 s 77 s (73) s s 4S 

s 37 s 77 s !73) s s iS 

s 1.1.0 s 368 s 614 s 614 s 2.773 
_ill ~ 

11.1~~ J J~a ~ ~u a 7a~ ~ 6.2~" 

~cl 3 receives certain mine nw1agement services from the Conmuccion & Mining Group. The 
expense for thCJC serviCCJ wu $32 million for 1997, $37 million for 1996 and S30 million for 1995, 
and ia recorded in acneraJ and administrative expensea. The rnenue earned by the Construction and 
Mining Group ia inducted ih discontinued operatioru. 

I he ~urymg .and c~umated fair values of Lncl 3 's financial instrumenu are as follows: 

122Z 122(z 
Carrying Fair u rrying Fair 

hi2llaa io milli2o1l ~m2YD5 Valw£ Amoyos Value 

Cash and cash equivalents (Note 6) s 87 s 87 s 14 7 s 147 
Marketable securities (Note 6) 67R (,711 J7.! J7.2 
RC'stticiC'll ~ecuri1i~• (No1eo 6) ~l 22 17 17 
lnvC'stmcnr an equity securities (Notes 6 & 7) 75 75 
lnvenmcnt in C -TEC entities (Note 7) 335 776 355 315 
lnvesrmcnu in diacontinued operation' (Nore 3) 643 85-4 608 960 
Lons·lcrm debr (Notn 6 & 9) 1-40 140 377 384 
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The followiRJ is financial information of me Company had C. TEC been accounted for urilizintt th(' 
equity method u of December 27. 1997 and December 28. 1996 and for each of ch(' thr('(' ,·can 
ended December 27. 1997. The 1997 financialuaremenu includ(' C-TEC accoumc.-d for u11l111n~ 
th(' ('quiry merhod and arc.- presenced here for comparative purposes only. 

Opsrasjona (dol!ap jp miUWru) 

Revenue 
Cost of Revenue 

General and Administrative Expenses 

Operatina Earnjnp 

Othtr (Eapm~~) lnoomt1 
Equhy earnlnp (loua), net 
lnvesrment income, net 
Interest apeNC. net 
Gain on subsidiary's uoclt transactions. net 
Other. net 

Equity Loss in MFS 

E.lrnings from Continuing Operations 
before Income Taxes and Minority Interest 

1ncomr Tu Benrfit 

Minonry Interest in Net Loss of Subsidiaries 

Income from Continuing Operations 

Income from Discontinued O perations 

NC't b arnings 

1997 

s 332 
---LJ.D) 

157 

_illi l 

43 

(43) 
45 

(15) 

(12) 

31 

111 

__J 

83 

!65 

a •~a 

1226 

s 285 
____.(ill ) 

151 

_ill) 

56 

(J 3) 
4:! 
CSJ 

____ll 
35 

91 

II 

, 

104 

_____liZ 

s ~~I 

122~ 

8 

7 
30 
(I) 
3 

_ill 
159 

36 

'JU 

126 

s j14 
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Current AIKu: 
Cub and cuh cqu.ivalenta 
Marketable securitia 
Resrricred securities 
Receivables 
lnveatmem in Oiacominued Operations - Energy 
Other 

Tow Current ANm 

Nee Property. Plant and Equipment 
ln\IIICBMnu 
lnYIIUDiftU ln DUc:ondnucd Operariona - Conarruc:rion 
lntanJible Aucu. net 
Other Assets 

Cumnr Liabilities: 
Ac.counu payable 
Current ponion of lona·tcrm dcbr 
Accrued reclamation and other mining costs 
Other 

Total Current liabilirin 

Lun1·1crm Dcbr. leu current portion 
Deferred Income Taxes 
Accrued Reclamation Costs 
Ocher Liabilirin 
Minority lnreresr 

Srockholden' Equity 

1927 

s 87 
678 

22 
42 

643 
___.ll 

1.494 

184 
383 
652 

11 
__ _..15 

~ .:. ~ ... ~ 

s 31 
3 

19 
__j6 

H') 

137 
83 

100 
139 

I 

...k.U2 
~ ,.ZZ2 

1996 

s 71 
32'> 

17 
34 

608 
~ 

1.067 

174 
4~8 
%2 

2.'\ 
____:C} 

~ ~. ~ ~J 

s 41 
2 

19 
~ 

HI) 

113 
4:" 
98 

163 
4 

...J.lli 
~ ,.JJJ 
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The followins information rcpraenrs the pro forma financial position of Level 3. after reflecting the 
impact of the rranuctiona with CaiEnersr (Note 3). the convenion of Clus C shares to Clan D 
shares (Note 19) and tranuctions related to the spin-ofT of the Conltrucrion and Mining Gr.•up 
(Note 2). all of which took place or arc expected to happen in the first quaner of 1998. 

(dollaq in mmjonJ) 

Curren1 AtNtt 
Cuh & marketable JCCurhiea 

1997 
Hjngrictl 

S 76S 

Investment in discontinued operations - energy 643 
Other current aaaeta 86 

Total Current Assets 1.494 

Propcny, Plant & Equipment, net I 84 

lnvearment in Discontinued Operations - Construction 6S2 

s 1,779 

Current Liabilities s 89 

Non-current Liabillrica 

Minoritv !merest 

2 . .!JO 

~ 6.ZZ2 

A4jyumcpn 

s 122 (a) 
1.159 (b) 
(643) (b) 

638 

(122) (a) 
350 (c) 

!880) !dl 

1....,W) 

s 191 (b) 

JH ( b ) 

350 (c) 
(BIUH (d) 

1....Uil 

(a) Reflect conversion of 2.3 million Clau C shares to JO.S million ClauD shares. 
(b) Reflect sale of cnersr assers to CaiEnergy and related income tax liabiliry. 
Il l Reflect f3ir va lue 1ain nn thr distribution of th(' Cnn~truc11nn •n1i Mtnlltl( t.ruup 
•·II Jtr ll"'' ' I''" ull otf th" I nttUIIHihm •UIII Mlttllll! (, ,.,.,,. 

1997 
Crg Fgrma 

s 1.046 

_____&, 
1.132 

184 

-~ 

s ;!,765 

s 181 

4S9 

2 .024 

i •• ,~~ 
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In connection with rhc Ale of approximarcly I 0 million Cl111 0 aha rca co cmploytca in 1997, rhr 
Compuy hu retained the rilht ro purch&K the rclcvan1 Clua 0 thatca 11 rhe then current Clua 
D Srock pria if rhe Transaction is definitively abandoned by formal action of the PKS Board or the 
rmployna voluntarily terminate their employment on various dates prior to January I. 199'J. 

In May 1995. the laWJuit titled Whitney Bcnefiu. Inc. and Peter Kiewit Sons' Co. v. The Untted 
Stares wu settled. In 1983, pla.inrifli aliCJCd that rhe enactment of the Surface Mining Control and 
Rtdama. don Aa of 1977. had prcventtd the miniftJ of their Wyomina coal dtpoait and conuitutcd 
a ptmmtnt taldna whhout jwt compenMtion. In tttdcnMnt of all claima. plalntifli qrted co drrd 
rhe coal depotltt to rhc f'!.'rnmcnt and the 1cmrnmcnt apccd ro pay plaintlfTa S200 million, uf 
which Peter Kiewit Sons Co., a Level 3 subsidiary, received approximately S 135 million in June 
1995 and recorded it in other income on the sutemenu of earnings. 

The Company is involved in variow ocher laWiuiu. claims and resulatory proceedings incidental to 
its bwiness. Manapment believes char any resultinr liability. beyond char provided. should not 
marcriaJiy affecr rht Company'• financial potition, future resulu of OJKraciona or future caah flow•. 

Level 3 leases variow buildinp and equipment under both operating and capital leaKs. Minimum 
rental payments on buildinp and equipment subject to noncancelable oJXraring leases during rhe 
next 7 re•ra ... , ... ,c S29 milliun. 

It is cwtomary in Level 3's indwuies to usc various financial instruments in the normal course of 
bwiness. These instruments include icems such as letters of :redit . Lenen of credit arc 
ondirionaJ commitments iasued on behalf of Level 3 in accordance wich specified terms and 
conditions. AJ of December 27. 1997. Level 3 had outstandingletten of credir of approximaccly 
$22 milJion. 

(11) .... a ....... 1,.. 

In January 1998, approximately 2.3 million shares of Class C Srock. wuh a redempuon value of 
$1 22 million. were converted into 10.5 million shares of Class D Srock. 

1 •. March 1998. PKS announud that its Class D Srock will bcsin trading on April I on the Nudaq 
Narional Market under the tymbol "LVLT". The Nudeq liatlng will follow the aepmtion of tht' 
Level 3 and the Construction Group of PKS. which it expected co be completed on Ma·ch 31. 19'JM. In 
connection wirh the separation, PKS' construction subsidiarv will ~renamed "Peter Kiewit Son5·, 
Inc." and PKS Clua D noc.k will become rhe common nock of Lt-vel 3 Communicarions. Inc 

PKS' anificate of incorporation gives srockholden the right ro exchange their Class C Stock for Class 
D Stock under a scr convcnion formw. That right will ~ eliminated as a resulr of the 
separation of Level 3 and the Construction Group. To replace thar convcnion right. Class C 
stockholden reaivcd 6.5 million shares of a new Class R stock in January, 1998, which is 
convertible into Class D Stock in accordance with tmnS ratified by stockholden in Dcccm~r 1997. 

~ I 
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The PKS Board of Directors hu approved in principle a plan to force conversion of all shares of 
Clua R stoc.k ouutandins. Due to cenain provisions of the: Clw R stock. conversion will not be 
forced prior to May 1998, and the: final decision to force: conversion would bt" made by Levd .~ 's 
Board of Directors at that time. Lc:vd 3's Board may choose nor to force convers&on i f 11 were 10 

decide that conversion is not in the best interests of l....t'Vd 3 stockholders. If. as currend'" 
anticipated, Lc:vel 3's Board determines to force conversion of the Clw R stock on or before jun~ 
30. 1998, certain adjumnena wiU be: made: to the cost sharing and risk allocation provisions of thr 
sc:paration .-mcnr bccwecn Level 3 and the Connnaction buainttl. 

If Lewt 5'a Board of Dlrtetota detmnlna to force conversion of rhc Class R stock. c:ach share of 
Class R stock wiU be: convertible into S2~ wonh of Level 3 (Class D) common stock. basc:d upon the 
average trading price of the Level 3 common stock on the Nasdaq National Marker for the last 
fifteen trading days of the month prior to the: determination by the Board of Directors to force 
conversion. When the spin-off occurs, l..evd 3 will increase: paid in capital and reduce retained 
earnings by the fair value of the C1w R shares. 
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Thi• Form 10-K/A amends rhe Form 10-K filed by Pner ~t Sons' , Inc. (rhr "Compan~·") on 
March 31. 1998, as ammdc:d by a Form I 0-K/ A Amendment No. I to Form I 0-1\ filed b\' rhr G.:np;~m· on 
April 23. 1998. This Form 10-K/A i.s being filed solely to ICt forth the informauon rcqutrcd b~· Parr Ill (!rem~ 
10, 11. 12 and 13) of Form 10-K. becauae a ddiniri~ proxy suremau containing such mformauon will nor 
be filed within 120 days after lhc end of me fisca.l year covm:d by the Company's ongmal Form I 0-1\ film~. 
Thi.s Form 1 O-K/A ammda Put Ill of~ Company's oripnal Form 1 0-K filin~ on I~·· and .. 11 orhrr porriom of 
the Company's original 10-K filing remain in dfect. 

O n March 31. 1998, rM Company exchanged for all of iu then ouucanding Class C Sr<Xk for all of 
rhe t.apual uock of a aubtidiary (the ·eonmuction Subsidiary~) holding the uock of KJcv.·tr Conmuctton 
Group Inc. ("KCG"), the construction aubtidiary of thC' Compauy (thC' "Split-Off") In cunnrc:ton wirh the 
Split-Off. the Company was renamed ·~...eve1 3 Communiatioru, Inc." and the Corutruwon ~ubmlwv 
was renamed "Pncr Kiewit Sons', Inc.· (In thi.s Form 10-K/A. the ConstruCtion )ubstdtary J) rcferrrd w a) 
"Nrw PKS"). 

rn:M 11. IIIWIIBIEfJ 

Sa fonh below i.s information as of April 27, 1998 about each dtrcctor and cxecuii\'C' ufftLcr of rhr 
Company. including his businea apmma during the past fi~ yean. 

Walter Scott. Jr. 66 
James Q. c~ <68 
R. Duuglaa 1\radhury 47 
1\.cvm J. O'Hara 37 
Terrence J. Ferguson 55 
Robert B. Oaupny 75 
William L Grewcock 72 
Charle5 M. Harper 70 
Richard R. Jaros <66 
Roben E. Julian 58 
David C. McCoun <60 
1\C'nnl'th E. Stin10n ~S 
Mt had B. Vanncy (d 

Pwirjgn 

Chairman of the Boan:t 
Praidmt. Chid Ex«ucive Ofrtar and Director 
EucutivC' Vier President, C hief Financaal Officer and OtrC'ctor 
Exccuu vC' Vice Prcatdt"nl and C hi<"f O~rar in~ Offiu·r 
Senior Vtce Prc:stdc:nl. (~cneral Courucl and Sru<'IJn· 
Director · 
Direaor 
Direaor 
Direaor 
Director 
Director 
Dirccror 
Ditc:ctor 

Walta Scott, Jr. has been the: Chairman of 1hr Board of the: Company •tncc ~pccmbcr I 'J79, and .a 
director of the Company Iince April 1964. Mr. Scott has been ~Tman Emerirw of N~ PKS stncC' the Spin­
Off. Mr. Scon u allo 1 director of Bcdcahi~ Harhaway Inc., Burtin1fon Raourca Inc. , U!Enrrgy Company. 
Inc. ("CaiEntfl)'"), CoftAan, Inc .. , Commonwralrh Telephone EnrerpriJCa Inc. (WCommonwcaJdl 
Telephone"), RCN Corporation ("RCN"), U.S. Bancorp and Valmonr lnduarria. Inc. 

Jemt• Q. C rowt h .. bc:c:n the President and C hief Executive Officer of the Company aincc 
Aut:~u•• I'I'J'J, end • JiJt!~.-tut uf tltr ( um1••nv "'u' Junt' 19'H Mr C rnwr wu Pr<'lidrnt and Chief 
Executive Officer of M F) Cummuntcauona Compouty. lm ( "MI:~ · ) ""'" Junr I '1'1 \ '" Junr 1'11)7 M1 
C rowe also served as C h.Urman of chr Board of WorldCom. Inc . ( "WurldCun{) lrum Jo~nu .. cy I 'J'17 unctl 
July 1997, and as Chairman of rhe Board of MFS from 1992 1hrough 1?%. Mr. C ruwc u pre•endy J 

director of Commonwealth Telephone, RCN and lnaCom Communtcauons. Inc. 



R. ~ Bndbury has bttn Ex~cuttvr V~e~ Prnldcn1 and Ctucf Fmancral OAic~r of lht' Cnmp.1m 
sine~ Aup1 1997 and 1 dir«tor of 1hr Company smcr March 1998. Mr. Bradbury Kn·rd u Chief Fm.1nnal 
ORicrr of MFS from 1992 to 1996, Scmor Vice PraHknt of MFS from 199~ 10 1995. and Ex~cuuvC' \ 'rcr 
President of MFS from 1995 to 1996 

K.fta J. 01M hu been Eaccuriw Vect Praid(';';: ,•f cht Company aincr AujlUII 1')1)7, 11nJ Uud 
Operaq ORicer ofche Company Iince March 1998. Pri:J! •o rhar, Mr. O 'Hara wrvrd aa flrrsadrnr and Clurf 
Execudw Officer of MFS Global Network Strvlcn. Inc. h :Jm 199~ co I 997 . and as Stnu>r \ ·,, (' l'rl'•ukm "' 
MFS and Praidtnc of MFS Dewlopmtnl. Inc. from Occobc."r I C)9~ 1o Au~tu~• I'''" I'""' I''''" '" ,.,.,:. h. 
was a Vier Presiden1 of MFS Trlrcom. lm I"MF\ Tl'lttorn"t 

'lemrww J. faaueoe hu been Scmor Viet Pmiden1. General CounKI and ~cretan· of rht 
Company ainu Aup 1991. Prior to that hr wu a Senior Vice Prcaidrnr of MFS from ~prrm~r I 'JIJ2 
10 February 1997. Gencnl Courud from January 199:: co February 1997 and Stc~ca~· from Novembc."r 
1991 to February I 997. 

Robtn B. o.u,Mny has been a director of che Company ainc~ Janua~· 1986. Mr. Dau~hcrrv ha' 
been a Director ofValmonc lndustrica, Inc. for mo~ than th~ pasr fiv~ \<nn. and formrrh- wa• C l1.11rnun nl 
the 8oatd and ChiefExecuriw Officer ofValmonr lndumi~s. Inc. 

WUUam L Gtlllit4d& hu b«n a dir«tor of th~ Company ainu January 1968. Prior 10th~ Split-Off. 
Mr. Grewcock was Vice Chairman of the Company for mo~ than fi~ yean. 

Charta M. H.,.. hM bttn 1 director of tht Compeny aln£t Januat\· I 1JM(,. Mr. Harper was 
Chllrmen of the Board oiiUR N..,.ICO Holdlnp Corp. ("RJR Nabisco") from May 1993 10 Ma~· 1996 and 
Chltf' f.ltcutlw Oflletr of I(Jit Nabilco from May 1993 10 December 199~. Prior ro 1h.at. Mr. Hu~r w:u 
Chairman of che Boa.rd and Chid' Eucutive Offic~r of ConAgra. Inc. Mr. Harper " currcndy a drrecror of 
ConAgra. Inc .. E.l. DuPont de Ntmoura and Compan)·· Norwnt Corporalton and Valmonr lndwrrio. Inc. 

Richard R. jarOI tw b«n a di~or of 1h~ Compan)' since jun~ 1993 and iervrd ;a) Prnidcn1 of thC' 
Company from 1996,to 1997. Mr. Jaros atrwd as Eucuti~ Vice Praidenr of th~ Company from 199.~ to 
1997 and Chief Financial Offiar of tht Company from 1995 to 1997. H~ also Krved 11 Prnidrnt and Cha~f 
Operating Officer of CaiEnaJy from 1992 to 1993. and is pteKntly a di~1or of C.IEnertcr· Commonwealth 
Telephone and RCN. 

Robert E. Juliaa hu been a di~or of rh~ Companv sine~ March \1 . I '>11H Mr lult~an l11a ahu I>C"I'n 
Chairman of tht &o.rd ofPKSIS ainu 199'\. From I '>112 "' 1'1'1"1 Mr lul .. n •rrvrJ u l:.uwuvt' Vrc~ l'rc"dcnt 
and Chirf Finalldal om ... , uf rlu• C Hnlf)llrl)'. 

David C. McCoun hu been a dir«tor of tht Company ainct March 31. I 998. Mr. McCoun tw a1ao 
Krved as Chairman and Chief Extcurivr Offic~r of Commonwealth Telephone. Cable Michigan. Inc. and 
RCN sance October 1997. From 1993 10 1997 Mr. McCoun atrwd as Chairman of 1h~ Board and Chief 
f.xccu1iv~ Offia:r of C-TEC Corporation. Mr. McCoun is also a di~cror of Mercom. Inc. 

Kcnnab E. SWuoa tw been a dir«tor of th~ Company sine~ January 1987. Mr. Sumon ha1 l>('('n 
Chairman of the Board and Chief Exccu1ivr Officer of N~ PKS ainc~ 1hr Splu-Ofl. l'ram '" rhr ~pln ·Ofl. 
Mr. Stinson wu E.cuti~ Via Prnidcnr of rhr Cumpany fur more chan lht' lur five yean . Mr. ~unwn I) alw 
a cltrrcrnr uf ConAfra, Inc. and Valmonr lndwmc,, Inc. 

Michac.l 8. Yaaaey hu b«n a dirtttor of the Company aincc March .~I. 199fl. Ht hat Krv~d 
as Chairman of the Boant. Pmidcnt and Chief Executive Offiur of Amrrica f 1r11 Companies L.L.C. for 
more than the lut five ytlll. Mt. Yanney la also a di~ctor of Burlington Northern San1a F~ Corporation. 
RCN. Fortll Oil Corporation and Mid-America Apartm~nt Communitin. Inc. 
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The cable below &howl the annual compmurion of d)( chid" n«uci~ officer and rhe ncxr tour mmc 
highly compenearcd cucuciw olliccn of the Company for the 1997 fucal year tchr ~Nanwd lu·.uu'·<' 
Oftkin•), 

hnnu.a1 Compcnwcjon 

Other AnnuJI 
Name and Compcn•JIItln 
Pnnc•eal 1!21i1i2D :iSI[ Salnx m Bunu~ !~ ! ~~ · 
Walrer Scon, Jr. 1997 872.551 2.000.000 I 9 1.111'1 
Chief Eaa""d¥f OfRcer 1996 715.000 2.000.000 27(,,40() 

199S 6~0.000 I .lSO,(J()(J I ~~. HOtl 

Kenneth E. Stinson 1997 476.669 I.SOO.OOO 
Executive Vice Prcsidenc 1996 402.SOO 900.000 
President 199S 3S 1.300 600.000 

Richard Geary 1997 28S.919 770.000 
Exccurivt Vice 1996 270,7SO (,00,000 
Jlrealdent of KCG 199S 2S2.800 S2S.OOO 

Geo~e B. Toll, Jr.•:• 1997 2S7.70S 6SO.OOO 
Execucive Vice 19% 231.250 soo.ooo 
'''""•'""' .. r Kr.G 

I,,.,., Jll l.l.,ll 41Hl.IHHI 

Allan K. IGrlcwood 1997 221.250 360.000 
~nior Vice Pmidmr of 1996 192.3SO 31 0,()()(, 
Kiewit Pacifac:. a KCG 1995 166.1SO 240.000 
subsidiary 

(I) Other Annual Compensation mcaru perquisites and ocher pcnonal bcnefiu received by ach 
of the Named Executive Officers, if over $50.000. The only rqx>nable amounn are rhc non­
husinets we of Company aircraft auribucable 10 Mr. Scor1. Aircnfi uu~e value' ur calculated 
under federal income cax regulauons and arc reponed u taxable 1ncomt' by Mr. ~1.011. 

Uch of the Named Execuci~ Officers ocher chan Mr. Scort set fonh above is now employed b~· New 
PKS and is no longer an office. r of rh~.Company. Mr. Scou continue~ u Chairm.1n of rhc Board of rhe Company. 
bur is no lonpr fht Chief Eacaativc Officer of the." Company. Richard R. Jaros, who rn1gncd as an Execurivc 
Vice Jlmident of the Company dl'rctivc July 31. 1997. received a aalary of S4~H . ~74 .md a honut of S261 .. \~fl 
for fiscal YQJ" 1997. Mam. Crowe, Bradbury. O 'Hara and Fcrgwon. the four current cxccuuve officers of the 
Company who~ cmpl~ by the Company durintt 1997. welt' paid ~ann for I (J<J7 of Sl 44.129. 
SIOZ.S64. S82.051 and S52.019 retpcctivch•, ami nn othrr reponablt' compcnuunn . .tunntt l'l'>" l:.ach ~uch 
cxecuuvc officer wu employed by rhc Comp•ny for on I)• pan of fiacal year I 'J'J7 . 

DurinJ 1997, eadt of the directors of the Company who were nor employed by thr Company during 
1997 reaived direaon fca coDJisting of an annual rcuiner of $30.000 (pro-raced in the asc of Mr. Crowe, 
who wu employed by the Company for pan of 1997) and fees of S 1,200 per board meeting and S I. SOO for 
the annual shareholder'• meeting. 



C1•111111t111 C1 •ullllrtiB _......., '-lrtrntlu 

!'nor to the Splu-Off, the Compcnuuon Commtnee of the Lompany lUIUiiteJ of Mcur. 
Daugherty and Harper and Mr. Peter IGcwit, Jr .• none of whom is an officer or employee of Pl\5. Each of 
Meun. DauJheny, Harper and Kiewit pwchued Common Stock from PKS in 199i. Sec ·cerrain 
Rtlarionships and Related TllftiiCtioftl: 

After the Split-Off. the Compensation Committee of the Company comisu of Mesm. Yannc~·. 
McCoun and Jaros. none of whom is an officer or employee of the Company. Each of Messrs. Yanne~· and 
McCoun purchased Common Stock from the Company in 1997. Mr. Jaros has entered IntO a sepuation 
a~rec:ment with the Company, punuant to which. among other things. hc ha1 received ccrt;un st"venncc 
payrncrm. Sec "Certain Rclationahipa and Rclatrd Tranucuoru ." 

a....t II c.INIArrlltllmllll 

The Complny's 199~ Scoc:k Plan (dw •plan") provkla that upon a changt 1n control of thc 
Company (u defined in the Plan), (i) all IWIIds under the Plan shall become immediately vested and (ii) the 
Committee may c:ancel any ouaandina awards under the Plan upon ten days' advance written notice. and 
pay the value of such awuds to the boTdm thereof in cash or stock. Mcssn. Crowe. Bradbury. O'Hara and 
Ferguson arc all participanu in the Plan. 

The foUowi .. able 1m fonh ccnain information with rapect to the bcndicial ownenhip of 
Cammon Srock u of March 31, 1998 by che Company's directon. ccnain n«Utivc officm and dirmon 
and executive oflicm u a poup. and ach penon known by tht' Company to bendldally own morr than 
S% of the ouutanding Common Stock. 

Walter Scott, Jr.':' 
JarncsQ. C~ 
R. Douglu Brldbury 
Kevin J. O'Hm''' 
Robert B. Daushcnr 
William L. Gmvcoclc'•• 
Charles M. Ha~r 
Ill• h•hl It j .. ,.,. .• 
Kobcrr E. Julian 
David C. McCoun 
Kenneth E. Stinson 
Michael B. Yannc:y 
Dircaon and Executive Officcn 

as a Group 
Don2ld L. Snum"' 

' I P•• llultl 1 % 

Num~r of Sh.re~ uf 
Lommoo :>ux;k 

17.686.247 
5.666.360 
1.2n.S9S 

878.080 

5.762.070 
9'i ,OOO 

I . 7 'iII , ' •1'1 
I . 'J'J(,, 7'J0 

57.500 
I 50,280 
50.000 

35.886,556 

9.111.875 

PC'tCC'III ,.f 
Common !>tu~ b. 

12. 1% 
3.9% 

3.9% 

24.2% 

6.2% 

( I ) The address of each ~non set forr.h above other than Mr. Sturm •~ c/o the Cv.npany, 3555 farnam 
Scrc:et. O maha, Nebraslu 68131 . 



(2) Includes 49,8SO ahara of Common Srock held by the Suunne Scott Irrevocable Trull u ro whteh 
Mr. Scan ahala voring and invatmt'nt powen. and 30.769 ahares of Common Srock 10 I:K' owned 
by Mr. Scott as a n:suJt of the conversion of tht' 80.000 ahan:s of Clast R Stock owned currenrh· t" 
Mr. Scott. uawnillJ a Conversion Value (as ddincd in the Level 3 Ccnificate of lncorporarion) of 
S25 and a srodc prier of S65 per share. 

(5) lnduclll 25,000 •ham of Common Scock hfld by Ktvin J. O'Hara Family LTD Panncnhip. 

(4) Includes Sn,320 ahara of Common Srock held by Grewcock Family limirtd Jlanncnhip. lndudrs 
175.61 S shares of Common Stock hdd by the Bill 8c Bm1iea Gff'Wcock Foundauon :u to whrch 
Mr. G~ 1harea voting and investment powen. and 630 aharea of Common Srock ro I:K' owned 
by Mr. Gr~cock as a n:suh of the conversion of the 1.638 ahare) of Clast R Srock owned current!~· 
by Mr. Gff'Wcock, assuming a Conversion Value of S25 and a stock price of S6S per share. 

(5) Induda 185,000 shares of Common Srock hdd by the Jaros Family limited Pannmhip. Includes 
I .000,000 ahara of Common Scock aubjea to optiona granrtd ro Mr. Jaros. 5« ·ecnai:'l 
RfladoftlhJpt tnd IWattd 'JltnNCtlom." 

(6) Mr. Snum'a buain. ..W.. ia 3033 fMc Pim Awnuc. Denver. Colol'ldo 80206. 8aKd on thr 
Company's recorda a of February 28. 1998, Mr. Sturm owna 7,805,1 SS ahan:s of Common Srock. 
and hu vorins and investment powt'r with respect to 1.306.720 shares held br rrusu and 
pannenhips csrabliahcd for family memben. 

RDI11 C:UIMi~------

In c:onncction with hia mmrion u Chief Eaccutive Officrr of the Company. Mr. c~ entered into 
an enppnwtt ~~ (lht •Bnwtmtnt Aptemtnt") whh chf Company. Under rhc F.nppmc:m 
Apemcnt, che Compeny acquired fiom Mr. Crowe, Mr. Bradbury and Mr. ftiJWOn. Broadband CaphaJ 
Group. LLC.. a company formtd to dnodop inmtnwnt opponunftla, for 1 purchuc prier of S68.523. thr 
own~rs· cash invutm~nt in that company. Punuant ro th( Engagement Ag~rrent. thr Company sold 
'I,(Hln.ono ,J .. re• of \.unrmuu ~"""" rn Mr Cmwe and I .HO,()()(I aharr• nf Cnmmon Srnck 111 Mr. Rradhur\'. 
10 each case at SIO.H'\ per •hare. The l:.ng.agemr111 Asrcemenr al~o pruvaded thar liar ( .umpo&ll)' wuuld 
make available for aak, from time to time prior to the consummation of the Spin-Off. to cena10 e10ploycc) of 
the Company dcsipatcd by Mr. c~. indudillJ Mr. O'Hara and Mr. Ferguson. in connection with the 
implcmenwion of me current bwineu plan of th~ Company (·Employees·). up to an agsregare of 
5,250,000 shares of Common Stock at $10.85 per dure. 

The Company enrmd into apecmenu with each Bwineu Plan Empi())U that provided that rh~ 
Company may rqMUdwc any Common Srock sold ro the Bwincu Plan Employtt if rhr Buaincu Plan 
F.mployn- resigns at any rime before January I. 1999. 

On Augu•r ~. IIJ'J7. rhe Company purd1ucJ ~ jc:r •ur. •~h lrum ~ ooompotm' '"utroollr.t l11 M1 < ruwr 
for $5.7 million, the price paid by the company for the aircraft 10 June 191J7. The Company and Mr. Crowe 
have entered into an airaaft opcratins lcuc, under which Mr. ~ may lease the aircraft for penoru.l usc 
at rates specified by cmain Federal Aviation Adminiamtion replariona. The Company anticipates that 
Mr. CraM will lcuc appracimaceJy 15% of rhc aircraft'a annual Ri,t.r rime, and Will pay the Company 
approximatdy $70,000 per year at ~ current leaK rar.e. 

The Company entered into a acparation agreement with Mr. Jaroa, a director of the Company, in 
connrction wirh the rcsiparion of Mr. ,aros u Presidrnr of Ki~wit Div~nified Group Inc .. a aubsidiary of 
rile ( :umtu•ny. efTecrlve~ July 31 . I '197 Jrul11r rhr 111Jllftfion •llr«ernt'nt . rht' ' ""'C•nv p••cl Mr larru S I R 
mlllwn 1111 July ,, I. 111J •greed Itt I'•Y M1 ) ~t ill\ llet' h11lllll «' ul hi• I 1) 1)7 ••I•• v ! 'fo I H . '\ IICI J lo!'rWI'!'rl Aul(u•• 1 
and December 3 I, 11)1)7 and 1 bonu• paymenr ol S262,3~0 when thr Comp11ny Jrlilllr ru LUUIIIIIIII)' 

executive bonus paymcnu in 1998. The Company also &~reed to amend the option agrcemenu with Mr. 
Jaros with respect ro the options to purchuc 750,000 ahata of Common Srock at $8.08 per share granted 



to Mr. Jaros in 1995. and the options to purchase 250,000 share, of Common Sux:k ar S'J •)() prr •lurr 
gran red ro Mr. Jaros in 1996, to provide that those oprions would be fully vested on July 31 . I 'J'r. ;~nJ 
wouiJ be exw:i1ablc IJ any time durint cbc tcn-yar term of the orisinal option 1Jrttmenu. 

In December 1996. w Company llfUd to KJI SO.OOO •ham of Common Stuc~ 10 Mr. HarJltr. 
50.000 slaua of Common Scock to Mr. Dauprty and -60,000 •ham of Common Stock co Mr. Kal'WII . an 
each c.ue at S9. 90 per share. ThoK stock purchuc rransacrions were con1ummarcd in March I 997 

In Ocrobcr 1997. rhe Company sold 50.000 shares of Common Srock to Mr. Yanney ;~nd 50.000 
shares of Common Srock to Mr. McCoun, in each case at S I 0.85 per share. 

The Company loaned GeofF B. Toll, Jr. $800,000 during 1994 in connection wirh the purchase 
of a re1idenc~ and relocation apcn~a. The fuJI principal amounr of his demand note payable 10 the 
Company ia currently oumandina. Mr. Toll wu a director and necurivr officer of rhe Company prior 10 
1he Split-Off. bur is no longer either a director or cxccurive officer of the Company. 



Punuanr co die reguinmcna of Scc::ion 13 or 15(d) of rh~ Sccuritin E.xdunt:c A4 1 ut I'J\<t. 1 he 
Rtprranr hM duly CIIUIId lhil NpOft to be aiJned on irt behalf by r~ un«knipwd. rtw~umo duh· aurhonud. 
on tht 27• day of April, 1991. 

LEVEl 3 COMMUNICATIONS. INC 

8)·: 1•1 }amn 2.· C rowe 
Jamn Q. rowe 
Praid~nr 

Punuanr 10 dw requimnma of the Securitia Exchanp Aa of 1934. rhit rqxm hu b«n ••ttnrd 
bdow by the ~ pmont on behalf o( rhc r,P..ranr and In rht CIJ*ill~• ind•carrd on rhr 27rh da\' of 
April. 1998. 

Is/ lAMES Q, C!g£r 
JamaQ. CtOM 

'" R. Ooucw BMQ1vax 
R. Oouglaa Bl'ldbury 

lsi E&!C I. MOJif,NSE.t'i 
Eric J. Monauen 

lsi WAuy, Scarr. IL 
Walr~r Scon, Jr .• Director 

W.. WIUJAM L GR£WCQCK 
Wilham L Grewcodt. Direct.or 

Is/ 8Jgwp & IAIQ$ 
Richard R. j1101. Director 

tal DA\'lU c. Ml:CUUIO 
Oav&d C. Mc<.:uun. l>trnrcor 

1${ MICHAU, 8, ¥ANNEX 
Michael 8. Yanncy. Director 

CNj'lD'D of lhc BoNd and Prg•dcm 
(Director and Princapal Eucurivt' Offic~r) 

Qaid' FjMQCjal Offic.cr 
(Director and Princapal Financaal Oft'aar) 

Cgpngllcr 
(Principal Accoununt: Off&ccrl 

Is/ Bott:n B. DAL'GHER n 
R.obm 8. Oa~rt)'. Pi" ctor 

~--
Cha.rln M. Hupcr. l>unwr 

/If Roaw E, !ULJAN 
Robm E. Julian. Director 

Ia/ KENNETH E STINSON 
K~nMrh E l\rin10n. Oirector 



Punuant co dw ~~~of Scaion 13 or 15(d) of thr Sccunun Exchan~c A .. , ot 1•1\ .. . th,· 
Reptrant hit ~uly CIUIId dUI NpOft 10 bt Nped on iu bthalfby rht undmiptd. rhrrrunro dul\' aurhonzcd. 
on the 21• day of April, l 991. 

lEVEL 3 COMMUNICATIONS. INC 

8~· : 1&1 Jamn 8· Crowe 
Jamn Q. rowe 
Pmidrnr 

Punuant ro dw rwquimnfnct of dw Securities £xchantr kt of 193<4. rhit rqx»n lw brrn 1i~rd 
bdow by the f'ollowina pmon6 on httlall' of rht r.ptranr and ln rht capeclrin indicartd on rhr 27rh da~ of 
April. 1998. 

w l.wq Q, Ceg"f 
jamaQ. CIOM 

W R. Qoucw BIAJ)IUay 
R. Oouglu Bl'ldbury 

lsi EBJC I. MORUNSEt' 
Eric J. Monaucn 

lsi WA1.:ru Scorr, IL 
Waltrr Scon, Jr .. Director 

U/_ WilliAM L GR£WCQCK 
Willwn L. Grrwcock. Director 

Ia! 8JcHetp & lAID$ 

IIi ..DAVID C. McCuUKJ 
Dav1d C. McCoutr, L>1rec:1ur 

Is/ M!QMA B YAt(Nn 
Michael B. Yanncy. Dircaor 

Qyi'lD'O of We: 8gwi and l'rgjdcm 
(Director and Principal E.ucuriw Officrr) 

Pid fiDNKial Ofticcr 
(Oireaor and Principal Financ1al Offic:crJ 

CporroUcr 
(Principal Aa:ounlln[t Officer) 

laJ Botw 8, QAVGI1ER!) 

R.obm 8 . Da~rty. Dirrcror 

Ia! (.:HABI [$ M. ~-----­
C harln M . Ha~r. I >unwr 

I&! RolEn E. I ULlAN 

R.obm E. Julian. Oirutor 

Ia! KENNETH E SDN§QN 
Krnnnh E. Srin~n. Dii'Klor 



LEVEL 3 COMMUNICATIONS. INC 

By: /,/ Jam()~· Crow(' 
James Q. row<' 
Praic:knr 

PurNIM 10 dw ~u oJ tbt Sccuriria Exchanp Act of 1934. chit ITJXlrl hu b«n ~~~(d 
bdow by tbt fo1Jowins petiOfW on bthal( o( dw .... ranr and In dw captciur• indacarrd on rh( 27rh dav ul 
April. 1998. 

/s/ )AH£5 Q. Qqr 
jamaQ.CIOM 

Is/ R. I>oUGW BMotuiX 
R. Douglaa Bradbury 

Is! Eatc I. MomNSUS 
Eric J. Monaucn 

Is/ WA1Iu Scqrr. IL 
Walt(r Scon. Jr .. Dircaor 

aL. WilliAM L Guwcoq: 
WiUwn L Grrwtodt. Director 

lsi 8Jgwp & IMQS 
Ridwd R. )1101. Dirmor 

IJI. ....0..A\'l1J C. M cCouRJ 
Davad C. Mc<.:oun, Uim:cur 

Is/ M!QWl. 8 YAwg;y 
Michael B. YanMy. Dircaor 

CbajPD'O of lhc Bswd and Prg!dcm 
(Oircaor and Principal Eucuriv( Offiwl 

Oaid financial Offiw 
(Director and Principal Firuncaal Oft'tar) 

Cppupllcr 
(Principal Accounung Officer) 

'" Boem B. DAVGH[Jt D 
R.obm 8. Da~rt)'. Di~Cior 

taJ c'"''' rs M HAIU'u 
Charla M. H~r. llunwr 

Is! Roaw E. IUUAN 
R.obm E. Julian. Director 

Is/ KENNETH E. SDNSOt) 
KcnMth E Stinwn. Dit«tor 



EXHIBIT4 

Maaa1erialaad Tecbaical Qualifieatioas 



MANAGEMENT BIOGRAPHIES 

James Q . Crowe 

James Q. Crowe is President and CEO of Level 3 C'ommumca11on11, Inc .. fonncrly known as K1cw1t 

Diversified Group lnc., a wholly owned subs1diary of Peter Kiewit Sons', Inc. (PKS). Level 3 1s a 

diversified corporation w1th mterests m construction. mmmg. telecommumcallons. energy and 

mfrastructurc pnvatization and development. 

Mr. Crowe previously held the position of Chairman and CEO ofMFS C'ommumcat1on11 Company. Inc. 

(MfS) from July 1986 until December 1996. When the company merged wtth WorldCom. Inc. m 1996. he 

was then elected Chairman of the Board ofWorldCnm 

MFS was the parent corporation of a family of companies serving the communications needs of business 

and government, and was a unit of PKS until September 1995 when it was spun ofT and became an 

independent. publicly owned corporation. Prior to founding MFS, Mr. Crowe was Group Vice President of 

Morrison Knudsen Corporation. 

Mr. L'ruwe presently serves un the board of dtrectors of Level 3 Commun1cattons, Inc., Peter Ktewtt Sons' 

Inc .. RCN Corporation, Commonwealth Telephone Enterprises, Inc .• and lnacom Communicattons. Inc. 

Mr. Crowe graduated from Rennselaar Polytechnic Institute with a Bachelor of Science degree in 

mechanical engineering. He also holds a Master of Business Administration degree from 

" ' ' f'Jlt'tdinc t lnivonaity 



Kevin J. O'Hara 

Kevin J. O'Hara is the Executive Vice President and COO of l.cvcl 1 \omm•m•c•tionN, hK . 

rcspon~•bk for expanding Level 3's presence in the telecommunications industry. Prior to joining Level 

3, Mr. O'Hara was President and CEO of MFS Global Network Services ("GNS"). GNS was the service 

arm of MFS responsible for the planning, development, engineering and operations of all MFS networks 

and services worldwide. 

Previously, Mr. O'Hara held the position of President, MFS Development. and Vice President 

Network Services for MFS Telecom. Prior to joining MFS at the end of 1989, Mr. O'Hara held 

manajlemcnt ro11ition" with Peter K icwit Sun11 ·, Jm:. in Omuhu, Nchrnskn fur r11ne ycnrs. In l11s lust 

position before joining MFS, Mr. O'Hara served as the area manager for Kiewit Network Technologies, 

Inc. with responsibility for the physical construction of the MFS networks. Mr. O'Hara earned a Bachelor 

of Science degree in Electrical Engineering from Drexel University, Philadelphia and a Masters Dc~rcc in 

1Ju11111olili Atlmlllllitrallon from the Unrverslly of Ch1cago. 



R. Douglas Bradbury 

R. Douglas Bradbury has been Executive Vice President and Chief Financial Officer of Level 3 

< ·llmmunications. Inc . since August I, 1997. Prior to joining Level 3, Mr. Bradbury was the Chief 

Financial Officer ( 19lJ2-1996), Executive Vice President ( 1995-1996), and/or Senior Vice President 

( 1992-199S) of MFS Communications Company, Inc. He was Senior Vice President- Corporate Affa1rs 

for MFS Telecom from 1988-1992. 

Before joining MFS in 1988, Mr. Bradbury served as Executive Vice President and Chief 

Operating Officer at American Pioneer Telephone, Inc., a regional long distance carrier based in Orlando. 

Florida, and a Vice President ofManufacturm Hanover Trust Company in New York City and Milan, 

11.11 y 



Terreace J. Fera•aoa 

Since September 1997, Terrence J. Ferguson has acted as Senior Vice President, General Counsel 

and Secretary of Level3 Communications, Inc. (Mr. Ferguson also holds the position of Senior Vice 

President. General Counsel and Secretary of Level 3 Communications. LLC.) Mr. FerKu&on prcvmusly 

wu Senior Vice President ftom September 1992 to February 1997. General Counsel from January 1992 to 

February 1997 nnd Secretary from November \991 to February 1997 of MFS Communic:.tions Company, 

Inc. ("MFS"), an integrated communications provider of both local and long distance services to business 

and government customers. 

Prior to his work with MFS, Mr. Ferguson was Senior Corporate Attorney for Peter Kiewit 

Sons', Inc., a leading construction, mining, energy and telecommunications company, from 

December 1981 to September 1992. Mr. Ferguson wu also a member ofthe Kutak Rock law firm 

from September 1976 to January 1981 . 

Mr. Ferguson received his law degree from Georgetown University Law Center in 1967, 

and received a Bachelor of Science Degree from Creighton University in 1964. 



Nell J. Eckatela 

Since January 1998, Neil J. Eckstein has been Vice President, Assistant General Counsel of Level 

3 Communications, Inc. Mr. Eckstein is also Vice President ofLeveiJ Communications. LLC. From 

September 1989 until January 1998, Mr. Eckstein was an associate in the corporate department of Wi llkie 

Farr & Gallagher, an intemati\>nallaw firm headquartered in New York. New York. While an assoctate ut 

Willkte Farr & Gallagher, Mr. t:.ckstc:111 ~on~cnlrutcJ 1111hc: ttrc:ttb ulu11pu1ato lltlllll\ c, III C if:!C III <~ tul 

acquisitions and general corporate representations, with an emphasis on representing clients in the 

competitive tclccommunicationa indu1try. 

Mr. Eckstein received his law degree from Fordham University School of Law in 1989, and 

received a Bachelor of Arts degree, Cum Laude, w1th H1gh Honors m Politics from Brande1s Uru vcrs11y m 

1986. 



Daniel P. Caruso 

Mr. Caruso is Senior Vtce President responsible for Level 3 ' s Network Services organization. 

This organization designs, engineers, constructs and operates Level 3 's communications network . 

Prior to joining Lcvel3. Mr. Caruso waa responsible for WorldCom 's Local Service network plm11ung 

and service delivery organization. This organi7..ution was charged with devc:lopmg new local markets, 

implementing CLEC networks in WorldCom's local markets, planning for the local switch and tiher 

networks, developing business support systems to enable scaling oflocalswitched services, and provisiomng 

local switched service. 

Prior to this assignment. Mr. Caruso managed network development groups. These groups were 

responsible for driving MFS' network expansions into new geographical markets in the northeast and ccntrul 

regions of the U.S. Mr. Caru10'1 rcapon1ibilities included overseeing the business plan and "build versus 

buy" analysis; securing franchise and right-of-way agreements; acquirin~ start-up compctstivc access 

providers; negotiating joint venture agreements; and overseeing network construction. 

Before joining MFS in January 1993, Mr. Caruso spent several years at Ameritech. Hi a mn8t rcrcnl 

po1ition at Ameritech wu with their corporate development group analyzing Ameritech ·sentry in cable TV. 

security alarm services. and other ventures Mt \ urll!w ulso held scvcrul cngsnccnng, opcrallons, and 

financial positions within Ameritech 's operating units. 

Mr. Caruso holds an MBA degree from University of Chicago and a B.S. in Engineering from the 

University of Illinois at Champaign/Urbana. 



Michael R. Frank 

Mr. Frank is currently Senior Vice President of Human Resources for Level 3 Communications. 

Prior to this assignment he was Senior Vice President of Human Resources for MFS 

Communications from 1994 - 1997. Additionally he has held senior level Human Resources 

positions at the Walt Disney Company, Pepsico and General Mills over the past 20 years. 

Mike hu been active in numerous industry, functional and civic organizations and is an occasional 

speaker for those organizations. Mike received his Bachelor's Degree from Creighton University in Omaha. 



Since January 1998, Matthew J. Johnaon hu been Vice President, Corporate Legal of Level 3 

Communications, Inc. From 1995, Mr. Johnson was Vice President, Legal of Peter Kiewit Sons', Inc., one 

of North America's largest and most respected construction organizations. From 1991-1994 Mr. Johnson 

served as Corporate Counsel for Peter Kiewit Sons', Inc. 

Mr. Johnson received his law degree from the Univenity of Texas in 1980, and received a Bachelor 

of Arts degree from the University of Nebraska in 1978. 



Mike Joan 

Mr. Jones is Senior Vice President and CIO for Level 3 Communications. Mike's organiz.ation 1s 

responsible for the development, support and operations of all of Level 3 's information and network 

management systems. 

Prior to joining Level 3, Mr. Jones was Vice President and Chief Information Officer for 

Corporate Express, Inc. in Broomfield Colorado. Corporate Express 1s a S4 billion mtemational 

corporation providing essential business products and services to large organizations. 

Prior to joining Corporate Exprcsa Mike wu the Director of Bill ina Syatema for Sprint 

International, and an Associate Partner with Andersen Consulting. 

Mike hu a degree in Accounting lllld Computer Sc1ence from Southwestern Oklahoma State 

Univcnity. 
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Proposed lntereuhanae Tariff 



Level 3 Communications, LLC 

COMMUNICATIONS SERVICES 

fiTLE SHEET 
FLORIDA TELECOMMUNICATIONS TARIFF 

Fl. t•.s.c. No. t 
Oriainal Sheet t 

This tariff contains tbe rates, rulet and reaulationa governing communication services within the 
state of florida provided by Level 3 Communications, LLC with principal offices at 1450 Infinite 
Drive, Louisville, Colorlldo 80027. 

Issued : 
By: Terrence J. Ferguson 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 

Effective: 



Level 3 Communications, LLC 

COMMUNICATIONS SERVICES 

CHECK SHEET 

Fl. P.S.C. No. 1 
Ori&lnal Sheet 2 

The Sheets 1 to 58 are effective as of the dale shown. Reviled paae11 u named below contAin ttll 
chWlKCI from the orl&lnal tarift' th!l are In effect on the date thereof. 

SHEET 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

Issued: 
By: 

REYISIQ~ SI:IEEI 
Original 15 
Original 16 
Original 17 
Ori&inal 18 
Oriainal 19 
Oriainal 20 
Original 21 
Original 22 
Oriainal 23 
Original 25 
Oriainal 26 
OrialnaJ 27 
Original 28 
Original 

Tc~J. F~n 
Level 3 Communications, LLC 
3555 Farnam Street 
Uuudm, N H 6M 131 

REYISIO~ SHEET REVISIQN 
Original 29 Original 
Original 30 Origina: 
Original 31 Original 
Oriainal 32 Original 

OrialnaJ 33 Original 
OriainaJ 34 Oriainal 
Original 35 Origind 
Original 36 Original 
Original 37 Original 
Original 38 Original 
Oriainal 39 Original 
Oriainal 40 Original 
Original 

Effective: 



Level 3 Communications. LLC 

COMMUNICATIONS SERVICES 

TABLE OF CQNIENTS 

Title Page 

Check Sheet 

Table of Contents 

Section 1 -Technical Terms and Abbreviations 

Section 2 - Rules and Regulations 

Se<:tion 3 - O.Cription of Service A Rate• 

3.1 Description of Services 
3.2 Usage Rates 
3.3 Rate Schedules 
3.4 Rates Based on Timing 
3.5 Rates 8ued on Calculation of Distance 
3.6 Minimum Call Completion Rate 
3.7 Spc<:ial Service Arranacments 
3.8 Exemptions and Spc<:ial Rates 

INUHX 

Issued: 
By: Terrence J. Ferguson 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha. NE 6R Ill 

Effective: 

Fl. P.S.C. No. I 
OriainaJ Sheet 3 

2 

3 

7 

9 

32 

32 
32 
32 
34 
35 
36 
37 
38 

jl) 



Level 3 CommunJcatJont, LLC 

COMMUNICATIONS SERVICES 

EXPLANATION OF SYMBOLS 

fl. P.S.C. No. I 
Original Sheet 4 

1'he followina aymbolalhall bo UIOd in chi• tariff for tho pul'p\)IC indicated below: 

[) Delete or Discontinue 
I Change Resulting In An Increase To A Customer's Bill 
M Moved from Another Tariff Location 
N New 
R Change Resulting In A Reduction To A Customer's Bill 
T Chulae In Text or ReauJation But No Chanae In Rate or Charge 

Issued : 
13y: Terrence J. Ferauson 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 

Effective: 



Level 3 Communications, LLC 

COMMUNICATIONS SERVICES 

IARIFFFORMAI 

Pl. P.S.C. No. I 
Original Sheet S 

(A) Sbc!ct NymhmiQa • Sheet numben appear in the upper riaht comer of the page. Sheets are 
numbered teqUCDtially. However, new sheets are occasionally added to the tariff. When a 
new sheet is added between sheets already in effect. a decimal is added. For example, a new 
sheet added between sheets 14 and 15 would be 14 .1. 

(B) Sheet Revision Numbers- Revision numbers also appear in the upper right comer of each 
page. These numbers are used to determine the most current sheet venion on file with the 
FPSC. For example, the 4th reviiOd Shoot 14 01110111 tht Jrd mhlld Sheet 14. OetliUJe of 
vlriow 1utpenajon periods, deferrals, etc. the Pf'SC follows ln their tariff approval process, 
the most current sheet number on file with the Commission is not aJways the tariff page in 
effect. Consult the Check Sheet for the sheet currently in effect. 

Terrence J. Ferguson 
Level 3 Com'llunications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

--- -----
Eflcc tlvc:: 



Level 3 Conur.unicadoM. LLC 

COMMUNICATIONS SERVICES 

TARIFF FORMAT Ccopl'd.l 

Fl. P.S.C. No. I 
Original Sheet 6 

(C) ParJIIIIPb Nymbc;rios Segucnce ·There arc nine level• ofplllll"'ph coding. Each Jovol uf 
codina laaubllrvient to ita next hip level: 

2. 
2.1. 
2.1.1. 
2.1.1.A. 
2.l.l.A. l. 
2. l.l .A.l .(a). 
2.l.l.A.l .(a).l. 
2.l .l .A.l .(a).l.(i). 
2.l.J.A.l.(a).l.(i).(l ). 

(D) Cbcck Sbg;ll - When a tariff filing is made with the FPSC, an updated check sheet 
accompanies the tariff filing. The cbc<:k sheet lists the sheets contained in the tariff, with a 
cross rcfermce to tbc current revision number. When new pages arc added, the check sheet 
is cblnpd to reflect the revision. All revisions rude in a aivon filina arc deaipated by an 
utcriak (•). 1'bere will be no other .ymbola Uled on this paao if theae arc the only changes 
made to lt (i.o., the format, etc. remains the same, just revised revision levels on some pages). 
lbetaritfuser should refer to the latest check sheet to find out if a particular sheet is the most 
current on file with the FPSC. 

Issued: 
By: Terrence J. FCIJUIOD 

~13CommwruaWoM, LLC 
3555 Farnam Street 
Omaha. NE 68131 

Effective: 



Levell Communications, LLC Fl. P.S.C. No. I 
onainaJ Sheet 1 

COMMUNICATIONS SERVICES 

Certuln tcnnll UICd a&cncrally throua&hout thla tlll'lfT urc dc~erlbcd below. 

Advance Payment 
Part or all of a payment required before the start of service. 

CommunicatiOQI Seryim 
The Company's intrastate telephone services offered pursuant to this tariff. 

Com DAD)' 

Level 3 Communications, LLC the issuer of lhis tariff. 

Customer 
The periOD, finn, or corporation which orden ICI'Vice for the Comp~ny's communications 
services and iJ rapoallble for the payment of ctwaes and compliance with the Company's 
regulations. 

Joint User 
A penoo. firm or corporation which is designated by the Customer as a user of services 
fumilhed to the CUitomcr by the Company, and to whom 1 portion of the charJes for lef'Vice 
will be billed \mder a joint WJer arranaement u apccifted herein. 

A Local Access and Transport Area established pursuant to the Modification of Final 
Juda&mcnt entered by the United Statca Olatrlct Court for the l>uctrk t uiTolumbia In Civil 
Action No. 82-0192; or any other acographic area designated as a LATA in the National 
Excbanae Carrier Association, Inc. TariffF.C.C. No.4. 

Local Exchange Carrier. The local phone companies that provide local transmission 
services. 

Recurrina Cbaracs 

Issued: 
By: 

The monthly ciw'ges to the Customer for services which continue for the agreed upon 
duration of the service. 

T~J.F~n 

~13Communications,LLC 

3SSS Farnam Street 
OmAhA, NF ftM Ill 

Effective: 



Level 3 Communications, LLC Fl. P.S.C. No. I 
Oriainal Sheet 1 

COMMUNICATIONS SERVICES 

Terms used vcnmally tbrouahout tbja Iarifl'(cont'd) 

Service Com""!'fm'S" Date 
The first date on which the Company notifies the Customer that the requested service is 
available for Ule, ualeu extended by the Customers ret\asal to accept service which doc• not 
confonn to I&IDdlrdllet forth in the Service Order or this tariff, In which cue the Service 
Commencement Date is the dale of the Customer's acceptance. The Company and the 
Customer may mutually agree on a substitute Service Commencement Date. 

Service Order 

Issued: 
By: 

The written request for communications service~ executed by the Cusaomer and the 
Company in tho fonnat devised by the Company. The sianing of a Service Order by the 
Customer IDd ~by the Company initiates the respective obliptions of the parties 
u set forth tbereiD ad pursuant to this tariff, but the duration of the service is calculated 
from the Service Commencement Date. 

A Customer, Joint User, or any other penon authorized by the Customer to use service 
provided under this tariff. 

Te~nceJ.Fe~n 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 

Effective: 



Level 3 CommunicatioDJ, LLC Fl. P.S.C. No. I 
Oriainal Sheet 9 

COMMUNICATIONS SERVICES 

2.1 Updcntkjoa oftbe Compooy 

Issued: 
By: 

2.1 .1 Ap,plicatioo 

(A) Thi1 Wiff applies to intrutate intcrexchanac communicationa ICrViccs 
fumiJbed by Level 3 to customen witiUn the State of Florida in accordance 
with the conditions set forth below. This tariff applies only for the use of the 
Company's services for communications between and among points within 
the State of Florida. 

(B) Scrvicel offered under this W!cT arc not offered for the purpose of 
compledna calla between two poinll within the aamc local callina area or 
metlopolitiD exchange area. u defined in the tariffs of the Local Exchange 
Telecommunications Company or Companies serving those points. 

T~J. F~n 
Level 3 ommunloAtln1111. I .J .\ 
3~55 Fwnum Street 
Omaha. NE 681 3 t 

Effective: 



Level 3 Communications, LLC Fl. P.S.C. No. I 
Oriainal Sheet I 0 

COMMUNICATIONS SERVICES 

2 .1 Undertakina ofthc Company Ccont'd.) 

Issued: 
By: 

2.1 .2 ~ 

The Company undertakes to furnish communications services in accordance with the 
tenna and wnditionlset forth in this tariff. 

2.1.3 Shortge of Facilities 

A1116Crvicc ia subject to the availability of suitable facilities. The Company reserves 
the right to limit the length of communications or to discontinue furnishing services 
when neceaary because of the ltck of tranJmiuion medium ClpiCity or becaUJC of 
any CIUMI beyond ita control. 

2.1.4 ICON egct Cgpditions 

(A) Service is provided on the basis of a minimum period of at least one month, 
24-bours per day. For the purpose of computing charges in this tariff, a 
month is considered to have 30 days. 

(8) Customen may be required to enter into written service orders which shall 
contain or reference a specific description of the ser1ce ordered, the rates to 
be cbaraed, the duration of the services, and the terms and conditions in this 
tariff. Customer will also be required to execute any other documents as may 
be reasonably requested by the Company. 

T~J.F~n 

Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 



Level 3 Communications, LLC Fl. P.S.C. No. I 
Original Sheet 1 I 

COMMUNICATIONS SERVICES 

2.1 UodstakiM oftbc Compagy Ccoot'd.) 

Issued: 
By: 

2.1.4 Tct1QIIOd ConditiQQI Ccoot'd.l 

(C) At the expiration of the initial tenn specified in each Service Order, or in any 
cxtc111ion thereof, service ahall continue on a month-to-month hm'i" 111 the 
current rates unless tcnninatcd by either party upon 30 days written notice. 
Any tennination lhall not relieve Customer of ita oblisation to pay any 
ciwges incurred UDder the Service Order lftd thJs tariff prior to termination. 
The righU ud obliptions which by their nature extend beyond the 
termination oftbe term of the Servic:c Order shall survive such termination. 

(D) In any action bet\Wen the parties to enforce any provision of this tariff, the 
prevailing party sbal1 be entitled to recover its legal fees and court costs from 
the non-prevailina pmy in addition to other relief a court may award. 

(E) This tariff shall be iDterpreted and aovemed by the laws of the State of 
Florida without reprd for its cboic:c of laws provision. 

Tcrrenc::e J. Ferguson 
Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68 I 31 

Effective: 



l .cvcl 3 Communi~utiona, LLC H 1,.s .c . No. 1 
Original Sheet 12 

COMMUNICATIONS SERVICES 

2.1 Undmaking oftbc Compeny lcoot'd.l 

Issued: 
By: 

2.1.5 Liabmty oftbe ComiJYlv 

(A) Except as otherwise stated in this Section, the liability of the Company for 
damaaes arising out of either: ( 1) the furnishing of its Services, including but 
not limited to mistakes, omiaiont, intcrrupciOM, delays, or enors, or other 
defecta, repraentadona, or Ule ofthnc la'Vicel, or (2) the failure to furnilh 
the service, whether caused by IICts or omission. shall be limited to the 
extension of allowances to the Customer for interruptions in service. 

(B) Except for the extension of allowance~ to the CUJtomer for interruptions in 
service, the Complny shall not be liable to a CUitomer or third pllty for any 
diNct, indirect, incidental, special, couequential, exemplary or punitive 
damaps, iDcludiDa but not limiced to, any act or omission, failure to perform, 
delay, interruption, failure to provide any servi" or any failure or breakdown 
ofT facUltica auociated with the ~ervicc . 

(C) The liability oftbe Company for enors in billing that result in overpayment 
by the Cultomer shall be limited to a credit equal to the amount erroneously 
billed or, in the event that payment has been made and services has been 
discounted, to a refund of the amount erroneously billed. 

T crrence J. FeiJUIOD 
Level 3 Communications. LLC 
H.S.S Farnam Strcot 
Omaha, NE 68131 

Effective: 



Level 3 Commuaicldona, LLC Fl. P.S.C. No. I 
OriainaJ Sheet 13 

COMMUNICATIONS SERVICES 

2.1 Uodertakina oftbc Cgmpeny CCOJU'd.l 

Issued: 
By: 

2.1.5 Liabilitv of tbc Compoqy (coot' d.l 

(D) The Company shall not be liable for any clAims for lou or damages 
involving: 

I. Any act or omission of: (a) the Customer, (b) any other entity 
furnishing service, equipment or facilities for usc in conjunction with 
services or facilities provided by the Company; or (c) common 
carriers or Wll'ehousemeo; 

2. Any delay or failure of performance or equipment due to causes 
beyond the Company's control, including but not limited to, acts of 
Ood, fires, floods. earthquakes, hurricanes, or other catastrophes; 
national emergeaaclo•. ln•urrcction•. rinll', wors or other civil 
commotions; strikes, lockouts, work stoppages or other lobor 
dlfllculties; criminal actiona taken apinst the Company; 
uaavaUability, failure or malf\mction of equipment or fecllitica 
pnMded by the Customer, any underlyina carrier, the LEC or other 
third parties; and any law, order, rqulation or other action of any 
governing authority or agency thereof; 

3. Any unhawtul or uJuaulhuall.od UIK! uf tho f'cunrnny'" fncililics nnd 
services; 

4. Libel, slander, invuion of privacy or infrinaemcnt of patents, trade 
aecrets, or copyrights arising from or in connection with the 
transmission of communications by means of Company-provided 
facilities or services; or by means of the combination of Company­
pr<)VIdcd fadlilic• or scrviccs with Customer-provided facilities or 
services; 

Terrence J. Ferguson 
Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 

Effective: 



Level 3 Communications, LLC Fl. P.S.C. No. t 
Oriainal Sheet 14 

COMMUNICATIONS SERVICES 

2.1 Updptakjns of the Company <coot' d.> 

Issued: 
By: 

2.1.5 Liability oftbc Onwnv (gmt' d.) 

S. Breach in the priVKy or security of communications transmitted over 
the Company's facilities; 

6. Chanaea In any of the facilities, operations or procedures of the 
Company that render any equipment, facilities or services provided 
by tbl CuiComer obsolete. or require modificat.ion or alteration of 
IUdl equipment. &cillties or lei'Vica. or otherwise affect their use or 
perf()llftlla, except where reuonable notice is promited by the 
eomp.y IDd is DOt provided to the Customer. in which event the 
Comp.ny's liability iJ lintited u ICt forth in puagnph A of this 
Subsection 2.3-.1. 

7. Defacement of or damage to Customer premises resulting from the 
furniJbiDa of ICI'Vices or equipment on such premises or the 
ialtallldon or removal thereof; 

8. Injury to property or injury or death to penon.•. including claims for 
peymentl made under Worken' Compensation law or under any plan 
for employee disability or death benefits, arising out of, or caused by, 
any act or omiuion of the Customer, or the construction, installation, 
maintenance. presence. use or removal of the Custoner's facilit ies or 
equipment connected. or to be connected to the Company's facilities; 

9. Any intentional. wronafulact of a Company employee when such act 
is not within the scope of the employee's raponaibilities for the 
Company and/or is not authorized by the Company; 

T crrcnce J. f CfJUIOD 
Level 3 Commuaications. 'LLC 
3SSS Famam Street 
Omaha. NE 68131 

Effective: 



Level 3 Communic:ldoal, LLC Fl. P.S.C. No. I 
Oriainal Sheet IS 

COMMUNICATIONS SERVICES 

2.1 Undq1Akjng oftbe Compegy Cconfd.l 

l1111ucll : 
By: 

2.1.5 LiabilllY oflbo CqmD'Qy Cc;oot'd.l 

10. Any representations made by Company employees that do not 
comport. or that are inconsistent, with the provisions of this Tariff; 

11. Any act or omission in connection with the provision of 911 , E91 1, 
or limillr III'Vices; 

12. Ally noncompletion of calls due to network busy conditjons; 

13. Any calla not actually attempted to be complct~ llurlnw any period 
that service is unavailable. 

(E) The Complny shall be indemnified, defended and held hannless by the 
Cuatomer or end u.er from and apiDit any and all claims, loss, demands, 
suits, expeue, or adler IICtion or ay li..,Uity whatloever, including attorney 
fees, whether suffered, nwde, instituted, or auerted by the Customer or by 
any other party, for any penonal injury to or de nth of any pcrl'lon ur penonH, 
and for any lo11, damaac or l!cJtruction of nny property. including 
enviroomental contamination, whether owned by the Customer or by any 
ott. pllty, CIUiod or claimed to have been caUJed ctilwtly or indirectly by 
tbe fnttalbldon, operation. failure to operate, maintenance, pretence, 
condition, location. use or removal of ay Company or Customer equipment 
or facilities or service provided by the Company. 

Terrence J. Ferguson 
Levell Communications, LLC 

3555 P~m~m Street 
Omaha, NE 681 3 1 

Ufl'" llvc: 



Level 3 Communications, LLC fl. P.S.C. No. 1 
OriainaJ Sheet 16 

COMMUNICATIONS SERVICES 

2.1 Updertakina oftbe Company Ccoot'd.> 

Issued: 
By: 

2.1.5 Li&bilitv oftbe Company (c;ogt'd,) 

(F) The Company does not guarantee nor make any warranty with ~pect to 
installations provided by it for use in an explosive atmosphere. The 
Company shall be indemnified, defended and held hannless by the Customer 
from and apin1t any IDd all claims, loss, demands, suits, or other action, or 
any liability whlaomr, iDcludina auomey feea, whether suffered, made, 
instituted or Uterted by tbe CUitomer or by 1ft)' OCher peny, for any penonal 
injury to or death of any penon or penons, and for any loss, damage or 
destruction of any property, including environmental contamination, whether 
owned by the Customer or by any other party, caused or claimed to have been 
caused directly or indirectly by the installation, operation, failure to operaae, 
maintenaDce, praence, condition, location, use or removal of any equipment 
or facilities or tbc .-vice. 

(G) The Compmy asstiiDCI no responsibility for the availability or performance 
of any cable or satellite systems or related facilities under the control of other 
entities, or for other facilities provided by other entities used for service to the 
Customer, even if the Company has acted as the Customer's agent in 
II1'IDiin& for such facilities or lei'Viccs. Such facilities arc provided subject 
to such depee of protectioD or oonpreemptibility as may be provided by the 
other entities. 

(H) Any claim of whatever nature against the Company shall be deemed 
conclusively to have been waived unless presented in writing to the Company 
within thirty (30) days after the date of the occurrence that gave rise to the 
claim. 

T~J.F~n 
Level 3 Communicati001. LLC 
3555 Farnam Street 
Omaha. NE 68131 

Effective: 



Level 3 Communications, LLC Fl. P.S.C. No. l 
Oriainal Shoot 17 

COMMUNICA 110NS SERVICES 

2.1 UmlerseJdna oftbc Company Ccont'd.> 

2 .I. s Liability of tbe Company Ccoot' d.> 

(I) 1HECOMP ANY MAKES NOW ARRANTIES OR REPRESENTATIONS, 
EXPRESS OR IMPLIED ElmER IN FACT OR BY OPERATION OF 
LAW, STA nJTORY OR OTHERWISE, INCLUDING WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE. 
EXCEPT THOSE EXPRESSLY SET FORTH HEREIN. 

---------------------------------------------------Issued : Effective: 
By: Terrence J. Ferguson 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 



Level 3 Communic:ations, LLC Fl. P.S.C. No. I 
Ori11lnal Sheet 18 

COMMUNICATIONS SERVICES 

2.2 Prohibited u., 

Issued: 
By: 

(A) The ~ervlcoa tho Company offers lhall not be used for any unlawful purpose or for 
any use for which the Customer bas not obtained all required governmental 
approvals, autborizaaion, licenses, consents aDd permits. 

(B) The Company may require applicants for service who intend to use the Company's 
offeriD& for resale and/or for shared use to file a letter with the Company confinning 
that their use of the Company's offerings complies with relevant laws and 
regulations, policies, orders, and decisions. 

(C) The Company may require a Customer to immediately shut down its transmiuion if 
IUCb VlnlmiuioD il oauliaa imlrfcnnce to oehen. 

(D) A customcr,joint Ulel', or authorized user may not assign. or transfer in any manner, 
the ICrVice or any riahts associated with the service without the written coi\ICnt of the 
Company. 1be Company will pcnnit a Customer to transfer its existing service to 
another entity if the existina Customer bas paid all charges owed to the Company for 
reauJat.ed commuoications services. Such a transfer will be treated as a 
diiCOIIIIOCtion of exiltina ICrVicc and installation of new ICI'Vicc, and non-recurring 
inltallldon c._..•ICited in this tariff will apply. 

TCI'I'CDCeJ.FerJUJOn 
Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effcc:tivc: 



Level 3 Communications, LLC 

COMMUNICATIONS SERVICES 

2.1 Obliaatioos oftbc C""fli!M7 

2.3.1 Liability oftbc Cllltomer 

Fl. P.S.C. No. I 
Original Sheet 19 

(A) The CUI&omcr will be liable for damages to the facilities of the Company and 
for all iDcideolal and consequential damages caused by the ncaligent or 
lntendonaJ ICtl or omJuions oftbc CUitomcr, ita officers, employees, agents, 
invitees, or contractor~ where such Ktl or omiuionl arc not the direct result 
of the Compmy's negligence or intentional milconduct. 

(B) To the extent caused by any negligent or intentional act of the Customer as 
delcribed in (A), preceding, the Customer shall indemnify, defend and hold 
barmless the Com.,.ny from and apinlt all claims, actions, damages, 
lilbWdel, COitlllld expeiiiCI, includina reuooablc attorneys' fees, for (I) 
lilY &c., deltrucdon or damlp to property of any third p~rty, (2) the death 
of or injury to penons, iDcludina, but not limited to, employees or invitees 
of either pmy, and (3) any liability incurred by the Company to any third 
pmy pursuant to this or any other tariff of the Company, or otherwise, for 
any interruption of, interference to, or other defect in any service provided by 
tbe Compay to such third party. 

Issued: Effective: 
By: Terrence J. Ferguson 

Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 68131 



Level 3 Communicadoat, LLC Fl. P.S.C. No. I 

Orialnal Shoot 20 

COMMUNICATIONS SERVICES 

2.3 Oblivetjons oflhc CYitpiDCr Ccont'd,) 

Issued: 
By: 

2.3.1 Ljlbililf oftbc C•'f9DM7 Ccoot'd.l 

C) The Customer all not uaert any claim .,.m.t any other customer or UJer 

of the Compay's ICfVices for damages resulting in whole <r. in part from or 
lrising in connection with the furnishing of service under this Tariff 
iDcludina but not limited to mistakes, omissions, interruptions, delays, errors 
or other defec:ts or misrepresentations, whether or not such other customer or 
u.r concributed in any way to the occurrence of the damages, unless such 
danutpt were c:aUIOd 10lely by the neaJiaent or intentional act or omiuion 
of the other customer or user and not by any act or omission of the Company. 
NothiJia ill tbiJ Tlrift' is intended either to limit or to expand Customer's right 
to assert .ny claiml against third parties for damages of any nature other than 
those delcribed in the preceding sentence. 

Teueoce J. Ferguson 
Level 3 Communications. I.LC 
HH l flflliUII Mlt~l 

Omaha, NE 68131 

Effectjve: 



COMMUNICATIONS SERVICES 

fl. P.S.C. No. I 
Orijlnal Sheet 21 

2.4 AsJygocc Payrncnta 

To safquard its intcrelta, tbe Company may require a Customer to make an advance 

p1yment before III'Vicel and flcilitia 111 fumilhcd. The .tvara p1ymcnt will not exceed 
an amount up to one month o(etdcstrd monthly uup ct.pt. In addition. where special 
construction is involved, tbe lldvance payment may a1Jo iDclude an amount tqual to the 
estimated non-recurrina charaa for the special constructioo ad recurring chlrges (if any) 
for a period to be set between the Company and the Customer. The .dvance payment will 
be credited tu the Cuatomer'a initial bill. 

2.5 CYilWDFr Dcpojta 

Issued: 
By: 

The compuy wW DOt reqUIIt CIUIIomet deposita, unleM abe oUitomer doe• not meet 
minimum crcd!t requirements. 

Terrence J. Ferauson 
Level 3 Communications. LLC 
3555 Farnam Street 
Omaha, NE 68131 

.Effec tive: 
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COMMUNICATIONS SERVICES 

2.6 Pavment ArrarJ&ements 

Issued: 
By: 

2.6.1 Payment for Service 

The Cuatomer il NlpOnlible for the payment of lllduqa for ICI'Vi~ f\arnilbcd by 
the Comp~ny to the CUitolller. 

(A) :J.aa 

The Customer is responsible for payment of any sales, use, gross receipts, 
excise, ICCCII or other local, state and federal taxes. ctwaes or sun:baraes 
(howev., dell.,...,.) (excludina tax• on the Compeny's net Income) 
impoMd on 01 blled upon the provilion,lllle or UN ofComp~ny'• avicel. 
All taxes are listed u ICp8r8te items and are not included in the quoted rates. 

2.6.2 Bming and Collcctiop ofCbaraes 

The Customer is rapoosible for peyment of all ctwaes incurred by the Customer or 
other usen for llrViceeiDd facilid• fumilhed to the CUitOmer by the Company. 

(A) Non-recurring charaes are due and payable within 30 days after the date of 
the invoice. 

(B) The Company shall present invoices for Re<:urring Charges monthly to the 
Customer, in advance of the month in which service is provided, and 
Recurrina Chirps lhall be duo and payable within 30 day• after the date of 
the invoice. When billlDa is baed upon customer usage, usage charges will 
be biDed monthly for the preceding billing period. 

TenenceJ. F~n 
Level 3 Communications, LLC 
355~ Jlarmun Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

2.6 Payment Arrangements Ccont' d. l 

l lfsuoJ: 
By: 

2.6.2 Billig and Collection ofClw&cs (r.gru'd,) 

(C) When III'VIce does not bealn on the first day of the month, or end on the last 
day of the month. the cfwae for the fraction of the montl! in which service 
was furnished will be calculated on a pro rate basis. For this purpose, every 
month is considered to have 30 days. 

(D) Billiaa of the Customer by the Company will beain on the Service 
Commencement Date, which ia the day on which the Company notifies the 
Cuatomer that the service or fldlity is available for use, except that the 
Service Commencement Date may be postponed by mutual agreement of the 
parties. or if the terVIcc or facility does not conform to standards set forth in 
this tariff or the Service Order. Billing acaues throuah and includes the day 
that the service, circuit, arrangement or component ia diiCOntinuod. 

(B) If any port!onoftbe payment is received by the Company after the date due, 
or if any portion ofthe payment is ~ived by the Company in funds which 
are not immediately available upon presentment, then a late payment penalty 
shall be due to the Company. The late payment penalty shall be the portion 
oftbe payment not received by the date due, multiplied by a late factor. The 
late factor S:.all be the lesser of: 

( 1) a nte of 1.5 percent per month; or 

(2) the higheat interest rate which may be applied under state law for 
commercial transactions. 

(F) The Customer will be assessed a charge of twenty-five dollars ($25.00) for 
each check submitted by the Customer to the Company which a financial 
institution refuses to honor. 

Te~ceJ. F~n 
Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

2.6 Payment ArranKemepts Ccoot'd.l 

Issued: 
By: 

2.6.2 BIIUna and Collg;dgg gfChgct Cconfd.) 

(G) Customers have up to 30 days (commencing S days after remittance of the 
bill) to initiate a dispute over charges or to receive credits. 

(H) If service is disconnected by the Company in accordance with section 2.6 .3 
followina and later restored, restoration of service will be subject to all 

applicable inNIIation chqcl. 

2.6.3 Discootiouaoce of Scryicc for CaUIC 

(A) Upon nonpayment of any amount• owing to the Company, the Company 
may, by giving 24 hours prior written notice to the Cuatomcr, discontinue or 
suspend service without iDcuning any liability. 

(8) Upon violatioll of any of the other material terms or conditions for furnishing 
service tho CompiD)' may, by aivina 24 houn prior notice in M'itina to the 
Customer, diiCOfttinue or supend service without incurrinaany liability if 
such violation continues durina that period. 

(C) Upon condemnation of any materlul portion of' tho liu:lllt lo11 u11cd hy the 
Company to provide service to a Customer or if a casuaJty renders aJI or any 
material portion of such facilities inoperable beyond feasible repdir, the 
Company, by notice to the Customer, may discontinue or suspend service 
without incurrina any liabiHty. 

Tcrrcoce J. Ferguson 
Level 3 Communications, LLC 
3555 Farnam Street 
Omaha. NE 681 3 I 

Effective: 
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COMMUNICATIONS SERVICES 

2.6 Payment ArpnfWO'C"" CCoot'd.) 

ls:mcJ . 
By: 

(D) Upon the Cuswmer's insolvency, assignment for the benefit of creditors, 
filina for blnlauptcy or reoraanization, or failir.a to ditc:harae an involuntary 
petition within the time permitted by law, the .Company may Immediately 
discontinue or suspend service without incurrina any liability. 

(E) Upon any governmental prohibition or required alteration of the services to 
be provided or any violation of an applicable law or regulation, the Company 
may immediately discontinue service without incurring any liability. 

(F) ID tbe eYeDt of fraudulent ute of the Company' a network. the Company may 
without DOdce IUipend or di1e011tinuc ~«Vice. The Customer will be liable 
for all related costs as set forth in Section 2.9 of this tariff. The Customer 
will also be responsible for payment of any reconnection charges. 

(G) Upon the Company's discontinuance of service to the Customer, the 
Company, in addition to all other remedies that may be available to the 
Company at law or in equity or under any other provision of this tariff, may 
declare all ftdurc monthly and other c:twaes which would have been payable 
by tbe CUitOmer dwina the remainder of the tenn for which such services 
would have otberwiae been provided to the Customer to be immediately due 
and payable (discounted to present value at six percenl). 

Terrence J. ferguson 
Level 3 Communications, LLC 
3555 Farnam Sum 
Omaha, NE 68131 

I ( fT~c ll vc. 
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COMMUNICATIONS SERVICES 

2.6 Payment Arran&ementa Ccoot'd.l 

Issued: 
By: 

2.6.4 Notice to Compapy for Caoccllation of Scryice 

Cusaomen delirina to terminate ICI'Vtce shall provide Company thirty (30) days 
written notice of desire to terminate service. 

Terrence J. Ferguson 
I.Qvol J CottUtlunlcolluua, LI .C 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

2. 7 Allowances for lntcrryptioos in ~ 

Issued: 

A ICI'Vice iJ interrupted wbeD it bccoma unusable to the CUI10mer. e.a .• the Customer 
is unable to tl'lnlmlt or receive. becauae of a failure of a component furnished by the 
Company under this tariff. In accordance with the Commission's rules, the Company is 
liable only for service interruptions of24 houn or greater. lfthe Company is aware of an 
outage Company may credit a Customer's account for loss of service. The Company will 
consider such situations on a cue by case buis. 

2. 7 .I Limjta&iOQI on A!IOWIIICCI 

No credit allowance will be made for any interruption of service: 

A. 

B. 

c. 

D. 

due to the ncallacncc of, or noncompliance with the provisions of this Tariff 
by. any person or entity other than the Company. intludina but not limited 
to the Customer or other common carrien connected to the ICI'Yice of the 
Complny; 

due to the failure of power, equipment, systems, or services not provided by 
the Compeny; 

due to circumstances or causes beyond the control of the Company; 

durina 1DY period In which the Compil'ly Is not aiven full and free acceu to 
its facilities and equipment for the purposes of investigating and correcting 
interruptions; 

Effective : 
llv· Tern!h~t J. f' P tWIIIIIIII 

Level 3 Commwucations, LLC 
3555 Farnam Street 
Omaha. NE 68131 
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COMMUNICATIONS SERVICES 

2.7 Al!owaocc:s for lptcrrypliooa ip Service Ccopt'd.l 

Issued: 
By: 

2.7.1 Limitations on Allowapces (coot' d.) 

E. durin& IDY period when the Customer hu released service to the Com.,.ny 
for mei-..nco purpote1 or for implemenlation of a Customer order for a 
chlnp In terVice arranaemenu; 

F. thAI ~""" ur continue• l!uc tn the cu.tumor'N fniluro tu Alllhurl:t~ 
replacement of any element of special construction; and 

G. that wu not reported to the Company within fifteen (I 5) days of the date that 
service wu affected. 

2.7.2 Applkatigp of Credits for lotcayptiooa of Service 

A. When the Com(Mln)' dctenulnca thnt nn lntcrruJ>tlun In ~~ervico hu occurred 
and that a credit to a Customer's charges are due as described in this Tariff, 
the Compay will apply that credit directly to tbc Customer's account. Such 
Credits a to be calculated by multiplyina the fixed monthly. recwrina rate 
(if any) for the affected Service by the ratio that the number of hours the 
Interruption bean to no hours. (for the purpose of this computation, each 
month is deemed to have 720 hours.) Credit will be rounded to the nearest 

hour. 

B. Except as o~isc explicitly provided for in this Tariff, credits Wld credit 
r.ilowances arc the Customer's sole and exclusive remedy for any and all 
lntcrruptJonaln service. 

Tcrrcncc J. Ferguson 
Level 3 Communications. LLC 
3SSS Famam Street 
Omaha, NE 68131 

Effective: 



COMMUNICATIONS SERVICES 

lfl. P.S.C. No. I 
Original Sheet 29 

2. 8 Cancellation of Scryicc;ITermjoation Uabmty 

Issued: 
By: 

If a Customer cancels a Scrvite Order or tcnninatciiCI'Vica before the completion of the 
term for uy rwon whaUoevtr ocher than aiii'VIoe lnterrupdon (u defined In Section 2. 7), 
Customer...- to .. y to Company taminltion liability cblraes, which arc defined below. 
These cblraes shall become due and owing as of the effective date of the cancellation or 
termination. 

T~J.F~n 
Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 681 3 1 

Effective: 
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COMMUNJCA TIONS SERVICES 

2.8 Cancellation ofScryic;c/Tmnination Liability Ccont'd.) 

Issued: 
By: 

2.8.1 Impigetjqp Liabmty 

Customer's tenninatJon Uablllty for CIDCellation of service shaH be equal to: 

(11) all unptaid Non·'""urrina charJea reuonably cxpcndr:~ by Cumpnny to 
establish service to Customer, plus; 

(b) any discoonection, early ~!Jation or termination charges reasonably 
incUI'I'Cd and paid to third pertiea by Company on behalf of Customer, plus; 

(c) all Recurring Charges specified in the applicable Service Order for the 
be1anc:e of the then cunent tenn discounted at the prime rate announced in the 
Wall Street Joumal on the third business day following the date of 
C~Deellation; 

(d) minus a reasonable allowance for costs avoided by the Company as a direct 
result of Customer's cancellation. 

Tenenc:eJ. F~n 

Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

2.9 Cus\Qmc Liability for U111utboril.Cd Use of the Network 

Issued: 
By: 

2.9.1 UMnthnrjpd UK oftbe Network 

Unauthorized use of the Network occurs when a person or entity that does not 
have actual, apparent. or implied authority to use the Network, obtains the 
Company's services provided under this tariff. 

Terrence J. Ferguson 
Level 3 Communications, LLC 
3555 Farnam Street 
Omaha, NE 6il 3 1 

Effective: 
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COMMUNICATIONS SERVICES 

SECTION 3 Qescriotioo of Services and Rates 

Issued: 
By: 

3.1 Delcdption of Scryicg 

Carrier provides iDterexcbaDae telecoama1nicatio services. Calls are rated baled 
on tbe duntioD of tbe call. In llddition, a IDOIOiy recurring charge may apply. 
Unleu odlerwile indicated, races are identified in this tariff u per minute rates. 

3.2 Uyac Berc;a 

Ualela oct.wile lDdicated berein, all calls are billed in one mimlte initial and one 
miJUe lddidoall billiDa incremeru. 

3.3 Rate SGW•n 

This leCtion set1 forth the rates and charaea applicable to Carrier's service 
offerings. 

3 .3.1 H•ua I•lermmwnitre•iqpe Scryjcca 

Message Telec:ommunications Services c·MTs•) consist of the f~mishing of 
outbound message telephone service between telephone stations located within 
the ... te. MTS ia available on both a switched and dedicated basis . 

A. 1 +Lon& Djlllpqj Telecommunications Services 

Rate per minute: $0.11 

TenenceJ. F~o 
Level 3 Communications, LLC 
3SSS Farnam S~ 
Omaha, NE 68131 

Effective: 
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Issued: 
By: 

COMMUNICATIONS SERVICES 

3.3 Rate Schedules (Cont'd) 

3.3.2 800 Service 

800 Service is an inbound-only service in which cal len located within the State 
may place toll-free calls to a telephone in the 800 area code assigned to the 
Customer. 800 Service is available on both a switched and dedicated basis. 

A. Rttc Plan 

Rate per minute: $0.11 

Terrence J. Ferguson 
Level 3 Communications. LLC 
3555 Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

3.4 Rates Cbaraed Bascxl on Ijmina of Calls 

Issued: 
By: 

3.4.1 lnjtial apd Ad4jtiopal PcriOO 

Calli that terminate between billin& increments will be rounded to the next highest 
increment For example, a call with a 6 second increment lasting 35 seconds will be 
rounded to 36 seconds, while a 37 second long call will be rounded to 42 seconds. 

3.4.2 RoundipK 

Once the call duration i1 computed in billing increments, the appropriate per minute 
chlrpe u lll&ed in tbe l'lte Khedulet will bo 1ppllod to the call. Calla with char~&c• 
that include a hction of a cent will be rounded to the neAt hlahclt cent. For 
example, a Customer making a call with a computed charge of $1 .434 will be 
charged $1.44. 

Terrence J. Ferguson 
Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

1. ~ BaJsUI Bumlllpqu Ca!cyla&hm of D!awu:s: 

Issued: 
By: 

Wbcrc the charges for IOI'Vicc arc specified baaed upon distance, the following rules apply: 

3.5.1 Distance between two pointl is meuured u airline distance between the Rate 
Centers of the originating and tenninating telephone Jines. The Rate Center is set of 
geographic coordinated. as referenced in National Exctwlge Canier Association, Inc. 
Tariff FCC No. 4, associated with each NPA-NXX combination (where NPA is the 
~~~ ~ and NXX Ia tho llrllt th~ tll"lta of a !'ICVcn·tH~it telephone number). 
Where their is no telephone number associaled with an access line on the Company's 
network (such u dedicaled 800 or WA TS ICCell line), Lhc Company will apply tho 
Rate Center of the CUitOmlr's main bUHna telephone number. 

3.5.2 The airline diJtaDce between -!ly two Rate Centen is determined as follows: 

(A) Obtain the "V" (vertical) and "H" (hori7.ontol) coordinntci'l for cnch 
lUte C..: enter frum tho ubuvo-rofcrcmcc:d N t:l' A tarifl'. 

(B) Compute the difference between the "V" coordinates of the two mte 
ccnten; and the difference between the two "H" coordinates. 

(C) Square e.ch difference obtained in step (B) above. 

TcneoccJ.F~n 

Level 3 Communicationa, LLC 
3SSS F~m~m Street 
Omaha, NE 68131 

Effective: 



Levell Communications, LLC Fl. P.S.C. No. I 
Original Sheet 36 

COMMUNICATIONS SERVICES 

3.5.2 Bates Based Upon Calculation ofPistance Ccont'd.l 

(D) Add tho llquart of the "V" difference and the aquare of the "H" 
dltrerence obtained in step (C). 

(E) Divide the sum of the squares by I 0. Round to the next t..gher whole 
number if any fraction is obtained. 

(F) Obtain the square root of the whole number result obtained a~vo. Round lO tho 
next hiper whole nwnbcr if any friction i1 obtained. Thlala the aJrllne mileage. 

(0) Formula • I (V1 - V2)2 
+ (H1 - H2)2 

.\ 10 

3.6 Mjnimwn Call Completion Rate 

Issued: 
By: 

A CUIIOmer 01n expect a call completion rate (number of calls completed/number of calls 
attempted) of DOt leu than 99.5% during peak use periods for the Company services. 

TerrcnceJ.Fcrguson 
Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha, NE 681 31 

Effective: 
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COMMUNICATIONS SERVICES 

3. 7 Special Service Aaaniemeots 

Issued: 
By: 

Customer-specific service arrangements, which may include engineering, installation, 
construction, facilities, assembly and/or other special services, may be furnished in 
lddition to exiatina tariff ofTerinp. Rata, terma, and condltiona plus any ldditionaJ 
replldona, if ~pplkllble for the lpiOialiiMoe arnnaementa will be developed upon 
the customer's request. Unless otherwise specified, the regulations for the special 
service arranaements are in addition to the applicable regulations specified in other 
sections of this tariff. The necessary tariff revisions will be filed to reflect the special 
service arrangements. 

Terrence J. Fergu.~n 
Level 3 Communlcatlon.t, LLC 
3SSS Farnam Street 
Omaha, NE 68131 

Effective: 
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COMMUNICATIONS SERVICES 

3.8 Exemptions and Special B••n 

h~ued: 

lly 

3.8.1 DiacoYD" for Headna lm&»lrecl Customm 

A telephone toll message which is communicated using a telecommunications device 
for the deaf (fOD) by properly certified hearing or speech impaired persons or 
properly certified business establishments or individuals equipped with TDDs for 
communicatina with hearing or speech impaired pcnons will m:cive, upon roquo1t, 
credit on chlrpl for car1ain intrlltl&t toll Olllt piiCid bot ween TOOt. The credit to 
be pven on aiUbllquent bill tor IUCh call• pliiCed between IDDs will be equal to 
epplylna tbe ewning rate during busiacss day hours and the night/weekend rate 
during the evening rate period. Discounts do not apply to surcharges or per call add 
on charges for operator service when the call is placed by a method that would 
nonr.ally incur the surcharge. 

3.8.2 Qpcg&pr Assistance for HandiCIIIJOd PmoDJ 

0.,..0, llldon IUI"Chlqes will be waived for operator usistance provided 
to a caller who identified him or henelf u boln" handicapped and unable to 
dial tho call boc:aUJC of a handicap. 

3.8.3 Dim;tory Apjstanc;e for Hepdjc:gped Pcnoos 

Tbere is no charge for Directory Asaistance for the first SO calls in a monthly billing 
period from handitapped penons. Such persons must contact the Company for credit 
on their directory usistance calls. 

3.8.4 DiJCOUQts for Iclccommupications Relay Service 

For intrastate toll calls received from the telecommunications relay lef'Vice, there will 
be a SO perccmt clilcount ofl'the applicable rate for a voice non relay call except that 
where either the calling or called party indicates that either party is both hearing and 
visually impaired, the call will be discounted 60 percent off the applicable rate for 
o voice non relay call. 

l'crrouge J. f'eraUIOn 
Level .J Conununications, LLC 
JSSS Farnam Street 
Omaha, NE 68131 

EllCx:tlvc: 
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l••uod : 
By: T crrencc J. Forauaon 

Level 3 Communications, LLC 
3SSS FlnWD Street 
Omaha, NE 68131 
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Shortage ofFKilitiel . .... ........................... . .... .. .... . ...... . ... . .. . 10 
Speci~Senricc~cmcnb ........ ............ ... . .. ............. . ... .... .... 37 
TariffFonnat .............. . .. . ...... ... . ... ....... ....... . ..... .. . . . . . ....... 5 
Taxes ......... .. ...... . ..... . ... . ... .. . ... . ........................... . .... 22 
T ennination Liability .............. . . ..... .. . .. . ............................ 29, 30 
TennsarxiCoraclitioaa ..•••...................••••. • . .. . ........ . ... . .......... JO 
u~ U•ottt. N~ . . ... .............. . .. . .... ... .......... . ....... JJ 
Undertaldna oflhl Colnplny . . . . . . . . . . . . . . . . . . . .. ........ . ... . .... . .. .. . ...... . 9 
User ..... .. .... . ........ . ... . .. . ....................... . . ................... 8 
Written Service Orden . .... . ........... .. . . . .. . . .... .. . ........ . ....... ... ..... I 0 

:.144 'ItO ' 

Issued: 
By: Te~J.F~n 

Level 3 Communications, LLC 
3SSS Farnam Street 
Omaha. NB 68131 

Effective: 
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VIA OYERNJGHT DELIVERY 

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

July 23, 1998 

DEPOSIT 

B817• 

TtrnDCt J, ,.,. ... 
Senior Vice President 

General Counsel 
TEL: (402) S36-3624 
FAX: (402) S36-3645 

tcrry.fcrauaon@L3.com 

DATE 

JUL2 ~ m8 

Re: Application ofLevel3 Communications, LLC for Authority to 
Provide lnterexchanae Ielecommunicatjons Service jn Florida 

Dear Ms. Bay6: 

Enclosed for filing on behalf of Level 3 Communications, LLC ("Level 3 .. ) please find an 
original and six (6) copies of Level 3's application for authority to provide interexchangc 
tui!Jcuuuuullh.Jttlimlli liotvlug 111 J"lotida. Ahm cnclm;cd is a check in the amount of$250.00 to cover 
the application filing fee. 

1.0 

Please date-stamp the extra copy and return it to the undersigned in the enciQ¥<1 'Self- · 
addressed, stamped envelope. Should you have any questions concerning this filing, pi~~ d~:~ot 
hesitate to contact me. r· ,-

N 
;-• ,l.-

r_ 

l t·v t·l :1 t 'nttllllllnlr '*tlll1111, L.I,.C . 
1450 Infinite Drive 

Louisville, CO 80027 

HOAWUT BANk MONTANA, N.A. 
lfO Nil" lit U lll llllll:t I 

HIUINQtl, Ml INIIOI 
fl3..527112t 

No.003000224 

PAY 22-JUL-98 3000224 ********250.00 

L .. .... ~ 1 
Y ars And 00 Cents***************************• 

~:-=so HUndred F'ft Doll 

~Ruo 
RI·~A PUBLI C SERVICE COMMlS~lON 

2540 SHUMARD OAK BLVD 

T~SEE, FL 32399-0866 
Unlted States 

) 


