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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the fiscal year ended Commission File
December 30, 1995 Number 0-15658

PETER KIEWIT SONS', INC.

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) (I.LR.S. Employer
Ide ntification No.)
1000 Kiewit Plaza, Omaha, Nebraska 68131
(Address of principal executive offices) (Zip Code)

(402) 342-2052

(Registrant's telephone number,
including area code)

Securities registered pursuant to Section 12(b) afie Act:
None.
Securities registered pursuant to Section 12(g) tfie Act:

Class B Construction & Mining Group Nonvoting Restrd Redeemable Convertible Exchangeable CommmrkSpar value $.0625
Class C Construction & Mining Group Restricted Rerdable Convertible Exchangeable Common Stock, alaevé.0625 Class D
Diversified Group Convertible Exchangeable Commtotls, par value $.0625

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the past@g@s. Yes [X] No []

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Ill of this Form
10-K or any amendment to this Form 10-K. [X]

The registrant's stock is not publicly traded, tratefore there is no ascertainable aggregate mmeakee of voting stock held by nonaffiliats
As of March 15, 1996, the number of outstandingehaf each class of the Company's common stock was
Class B -263,468 Class C -9,957,413 Class D -23882
Portions of the Company's definitive Proxy Statetienthe 1996 Annual Meeting of Stockholders areorporated by reference into
Part Il of this Form 10-K.
PART |
ITEM 1. BUSINESS.

Peter Kiewit Sons', Inc. (the "Company") is onehsf largest construction contractors in North Arreeand also owns energy,
telecommunications, and infrastructure businesges.Company pursues these activities through twesidiaries, Kiewit Construction Group
Inc. ("KCG") and Kiewit Diversified Group Inc. ("KB"). The organizational structure is shown by thiéofving chart.



Peter Kiewit Sons', Inc.

Kiewit Construction Group Inc.
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Kiewit Coal Properties Inc.

CalEnergy Company, Inc. (24%) Energy Projects
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The Company has two principal classes of commarkstolass C Construction & Mining Group stock arldss D Diversified Group stock.
The value of each class is linked to the sepanageations of each Group, under terms of the Comipatmarter (see Item 5 below). All Class
C shares and most Class D shares are owned byicamployees of the Company; almost all of the tieing shares are owned by former
employees and family members. The Company was pocated in Delaware in 1941 to continue a constyadiusiness founded in Omaha,
Nebraska in 1884. The Company entered the coahmimiisiness in 1943 and the telecommunicationsibssiin 1988. Through subsidiari
the Company owns 58% of the voting stock of a wiemunications company, C-TEC Corporation ("C-TE@Hd now owns 24% of the
voting stock of CalEnergy Company, Inc. ("CE"). T and CE are publicly traded companies and mdaglee information about each of
them is contained in their separate Forms 10-K.

MFS Spin-off. On September 30, 1995, the Compangamsatax- free distribution of its entire ownersimigerest in MFS Communications
Company, Inc. ("MFS") to its Class D stockholdén® Company distributed 40.1 million shares of Mie&1mon stock and 15 million shares
of MFS Series B Convertible Preferred Stock ("Pmefé Stock™"). For each Class D share, holdersvedel.741 shares of MFS common
stock and .651 share of MFS Preferred Stock.

The Company completed an exchange offer befor&pire-off. Four million Class B and Class C shareserexchanged for 1,666,384 Class
D shares, following principles derived from the Gmany's certificate of incorporation concerning aaratock conversion rights (see Item 5
below). The exchange ratio was calculated usiragivel stock formula values. Each share of ClastBksor Class C stock ($25.10) was
exchanged for .416598 share of Class D stock ($§0.2

Segment information. The Company reports finariof@rmation about three business segments: corgirnjenining, and
telecommunications. Additional financial informatiabout the Company's business segments, inclugiegating earnings, identifiable
assets, capital expenditures and depreciationetiepland amortization, as well as foreign operaimformation, is contained in Note 16 to
the Company's consolidated financial statements.

CONSTRUCTION

The construction business is conducted by operatibgidiaries of Kiewit Construction Group Inc. l{ectively, "KCG"). KCG and its joint
ventures perform construction services for a bmaade of public and private customers primarilyhie United States and Canada. New

contract awards during 1995 were distributed antbedollowing construction markets:

transportation, including highways, bridges, angaits (54%), marine (10%), sewer and waste did{6%8), water supply systems (7%),
residential (4%), mining (4%), dams and reserv(3es), oil and gas (3%), and commercial building®)2

A general contractor is responsible for the oveatabiction and management of construction projantsfor completion of each contract in
accordance with terms, plans, and specificatiof®GKlans and schedules the projects, procures iaatédrires workers as needed, and
awards subcontracts. KCG generally requires pedora and payment bonds or other assurances oftiopatacapability and financial
capacity from its subcontractors.

Contract Types. KCG's government contracts gernyepadivide for the payment of a fixed price for therk performed. Profit is realized on
the difference between the contract price and theshcost of construction, and the contractor ®éae risk that it may not be able to perform
all the work for the specified amount. Constructtmmtracts generally provide for progress paymastaork is completed, with a retainage to
be paid when performance is substantially compl@tastruction contracts frequently contain pensltieliquidated damages for late
completion and infrequently provide bonuses fotyeemmpletion. KCG's private contracts are gengralbst plus” contracts; the contracto
reimbursed for its costs and also receives adlatfr a fee based on a percentage of its costs. d&&Gperforms "guaranteed maximum"
contracts, under which the contractor and owneresimasavings if costs are less than the maximuoepr

Government Contracts. Public contracts accounte@7é6 of the combined prices of contracts awardad@G during 1995. Most of these
contracts were awarded by government and qg@agernment units under fixed price contracts aftenpetitive bidding. Most public contra
are subject to termination at the election of theegnment. In the event of termination, the contrais entitled to receive the contract price
completed work and payment of termination relatest



Backlog. At the end of 1995, KCG had backlog (apéted revenue from uncompleted contracts) of $#lidn, a decline from $2.2 billion at
the end of 1994. Of current backlog, $300 millismot expected to be completed during 1996. In 3896 was low bidder on 229 jobs with
total contract prices of $1.5 billion, an averagegof $6.7 million per job. There were 16 newjpobs with contract prices over $25 million,
accounting for 58% of the successful bid volume.

Competition. A contractor's competitive positiorbesed primarily on its prices for constructionvésss and its reputation for quality,
timeliness, experience, and financial strength. ddrestruction industry is highly competitive andKa firms with dominant market power. In
1995, Engineering News Record, a construction tpadication, ranked KCG as the 9th largest U.tmextor in terms of 1994 revenue and
13th largest in terms of 1994 new contract awdtdanked KCG 2nd in the transportation market B94 revenue. The U.S. Department of
Commerce reports that the total value of constoagpiut in place in 1995 was $527 billion. KCG's Ur&enues for the same period were
$2.0 billion, or 0.4% of the total domestic market.

Joint Ventures. KCG enters into joint venturesffwiently allocate expertise and resources amdwmgventurers and to spread risks assoc
with particular projects. In most joint ventureispme venturer is financially unable to bear itarghof expenses, the other venturers may be
required to pay those costs. KCG prefers to atit@sponsor of its joint ventures. The sponsor gdlyeprovides the project manager, the
majority of venturer-provided personnel, and actimgnand other administrative support services. jbiv@ venture generally reimburses the
sponsor for such personnel and services on a gdtbasis. The sponsor is generally allocatedjaritysof the venture's profits and losses
and usually has a controlling vote in joint ventdeeision making. In 1995 KCG derived 83% of itmjorenture revenue from sponsored j
ventures and 17% from non-sponsored ventures. K&l@'se of joint venture revenue accounted for 30%s d 995 total revenue.

Demand. The volume and profitability of KCG's counstion work depends to a significant extent ugmdeneral state of the economies of
the United States and Canada, and the volume & an@ilable to contractors. Fluctuating demand eyelre typical of the industry, and such
cycles determine to a large extent the degreempetition for available projects. KCG's construatiperations could be adversely affected
by labor stoppages or shortages, adverse weathditioms, shortages of supplies, or governmentabacThe volume of available
government work is affected by budgetary and malitconsiderations. A significant decrease in theant of new government contracts, for
whatever reasons, would have a material adversetefh KCG.

Locations. KCG structures its construction operetiaround 19 principal operating offices locatedulghout the U.S. and Canada, with
headquarters in Omaha, Nebraska. Through its detieetl system of management, KCG has been algjeittily respond to changes in the
local markets. At the end of 1995, KCG had curppjects in 30 states and 5 provinces.

Internationally, KCG participates in the constrantof a tunnel under Denmark's Great Belt Channeéleageothermal power plant in the
Philippines.

Properties. KCG has 19 district offices, of whighdte in owned facilities and 5 are leased. KCGameases numerous shops, equipment
yards, storage facilities, warehouses, and corgirumaterial quarries. Since construction projectsinherently temporary and locat-
specific, KCG owns approximately 800 portable afficshops, and transport trailers. KCG has a kegggment fleet, including

approximately 3,000 trucks, pickups, and automsb@ad 1,500 heavy construction vehicles, suchiadegs, scrapers, backhoes, and cranes.

MINING

The Company is engaged in coal mining throughutsgliaries, Kiewit Mining Group Inc. ("KMG") andi&wit Coal Properties Inc.
("KCP"). KCP has a 50% interest in three mines,clvtdare operated by KMG. Decker Coal Company ("Degke a joint venture with
Western Minerals, Inc., a subsidiary of The RTZ fiewation PLC. Black Butte Coal Company ("Black Bijtis a joint venture with Bitter
Creek Coal Company, a subsidiary of Union Pacificg@ration. Walnut Creek Mining Company ("Walnue€k") is a general partnership
with Phillips Coal Company, a subsidiary of Philipetroleum Company. The Decker Mine is locatesbirtheastern Montana, the Black
Butte Mine is in southwestern Wyoming, and the Wal@reek Mine is in east-central Texas. KCP also®two smaller coal mines. KMG
manages all the coal mines, as well as KCG's agetgin aggregate quarries. In 1995, KMG exchanteihierests in a Nevada precious
minerals mine for publicly traded stock of Kinrdssld Corporation.

Production and Distribution. The coal mines usestiiéace mining method. During surface mining opens, topsoil is removed and stored
for later use in land reclamation. After removatafsoil, overburden in varying thicknesses igteid from above coal seams. Stripping
operations are usually conducted by means of laaghmoving machines called draglines, or by fleetswtks, scrapers and power shov
The exposed coal is fractured by blasting andadédal into haul trucks or onto overland conveyorgrimsportation to processing and loac
facilities. Coal delivered by rail from Decker drigtes on the Burlington Northern Railroad. Codivdeed by rail from Black Butte originat
on the Union Pacific Railroad. Coal is also halgdrucks from Black Butte to the nearby Jim Bridgewer Plant. Coal is delivered by
trucks from Walnut Creek to the adjacent facilitidgshe Texas-New Mexico Power Company.

Customers. The coal is sold primarily to electtitities, which burn coal in order to generate stea produce electricity. Approximately 9¢
of sales are made under long-term contracts, andethnainder are made on the spot market. Approgign&80%, 71%, and 84% of KCP's
revenues in 1995, 1994, and 1993, respectivelye werived from long-term contracts with Commonwe&tison Company (with Decker
and Black Butte) and The Detroit Edison Companyhlecker). The sole customer of Walnut Creek ésThxas-New Mexico Power
Company.

Contracts. Customers enter into long-term contrfactsoal primarily to secure a reliable sourcesgpply at a predictable price. KCP's major
long-term contracts have remaining terms ranging fraim 23 years. A majority of KCP's lo-term contracts provide for periodic pri



adjustments. The price is typically adjusted thiotlie use of various indices for items such as nadde supplies, and labor. Other portion:
the price are adjusted for changes in productinesaroyalties, and changes in cost due to newl&gn or regulation, and in most cases,
such cost items are passed through directly tadistomer as incurred. In most cases the prices@sajusted based on the heating content of
the coal.

Decker has a sales contract with Detroit Edison @amy which provides for the delivery of a minimuf@ million tons of low sulphur coal
during the period 1996 through 2005, with annugbrslents ranging from 5.2 million tons in 1996 t@ illion tons in 2005.

KCP and its mining ventures have entered into warigreements with Commonwealth Edison Companynfi@onwealth") which stipulate
delivery and payment terms for the sale of coak @greements as amended provide for delivery oiid®n tons during the period 1996
through 2015, with annual shipments ranging frofrillion tons to 10 million tons. These deliveriaslude 15 million tons of coal reserves
previously sold to Commonwealth. Since 1993, thersahed contract between Commonwealth and Black putigides that Commonwealtt
delivery commitments will be satisfied, not withat@roduced from the Black Butte mine, but withlqmarchased from three unaffiliated
mines in the Powder River Basin of Wyoming and BecKhe contract amendment allows Black Butte telpase alternate source coal at a
price below its production costs, and to pass tist savings through to Commonwealth while maintejrthe profit margins available under
the original contract.

The contract between Walnut Creek Coal CompanyTaxds-New Mexico Power Company provides for delivaefrbetween 42 and 90
million tons of coal during the period 1989 throgfil7. The actual tons provided will depend onrthber of power units constructed and
operated by TNP. The maximum amount KCP is expgdtrship in any one year is between 1.6 and 3libomions.

KCP also has other sales commitments, includingahuith Sierra Pacific, Idaho Power, Solvay Mingrahd Pacific Power & Light, that
provide for the delivery of approximately 9 millidsons through 2005.

Coal Production. Coal production commenced at teekr, Black Butte, and Walnut Creek mines in 19879, and 1989, respectively.
KCP's share of coal mined in 1995 at the DeckeaaciBButte, and Walnut Creek mines was 5.2, 0.5,1a@ahnillion tons, respectively.

Revenue. KCP's total revenue in 1995 was $216anillRevenue attributable to the Decker, Black Buiel Walnut Creek entities was $109
million, $90 million, and $17 million, respectively

Backlog. At the end of 1995, the backlog of codtlsmder KCP's long-term contracts was approxinye#él6 billion, based on December
1995 market prices. Of this amount, $205 millioexpected to be sold in 1996.

Reserves. At the end of 1995, KCP's share of asdignal reserves at Decker, Black Butte, and Walneek was 124, 49, and 33 million
tons, respectively. Of these amounts, KCP's sHaiteeccommitted reserves of Decker, Black Buttel ®ealnut Creek was 57.3, 3.8, and 20.4
million tons, respectively. Assigned reserves repne coal which can be mined using KCP's currentngipractices. Committed reserves
(excluding alternate source coal) represent KCRsimmum contractual amounts. These coal reserveatgs represent total proved and
probable reserves.

Leases. The coal reserves and deposits of the mirdeeld pursuant to leases with the federal gowent through the Bureau of Land
Management, with two state governments (Montanavdydming), and with numerous private parties.

Competition. The coal industry is highly compe&tilKCP competes not only with other domestic ameifm coal suppliers, some of whom
are larger and have greater capital resourcesktiidh but also with alternative methods of genetpélectricity and alternative energy
sources. In 1994, KCP's production represented bfdttal U.S. coal production.

Demand for KCP's coal is affected by economic,tigali and regulatory factors. For example, recefgdn air" laws may stimulate demand
for low sulphur coal. KCP's western coal resenasegally have a low sulfur content (less than ceregnt) and are currently useful
principally as fuel for coal-fired steam-electriergrating units. KCP's sales of its western cdad,dales by other western coal producers,
typically provide for delivery to customers at tinéne. A significant portion of the customer's delied cost of coal is attributable to
transportation costs. Most of the coal sold fromPKQwestern mines is currently shipped by railtiities outside Montana and Wyoming.
The Decker and Black Butte mines are each servedddiygle railroad. Many of their western coal cefitprs are served by two railroads ¢
such competitors' customers often benefit from lotnensportation costs because of competition betwailroads for coal hauling business.
Other western coal producers, particularly thosténPowder River Basin of Wyoming, have lowerpging ratios (i.e. the amount of
overburden that must be removed in proportion ¢oatmount of minable coal) than the Black Butte Badker mines, often resulting in lower
comparative costs of production. As a result, K@R&luction costs per ton of coal at the Black 8aitd Decker mines can be as much as
four and five times greater than production co$tseotain competitors. KCP's production cost disad&ge has contributed to its agreeme
amend its long- term contract with CommonwealthsBdiCompany to provide for delivery of coal frorteahate source mines rather than
from Black Butte. Because of these cost disadvastagCP does not expect that it will be able t@eirto long-term coal purchase contracts
for Black Butte and Decker production as the curtemg-term contracts expire. In addition, thesstabsadvantages may adversely affect
KCP's ability to compete for spot sales in the ffeitu

Environmental Regulation. The Company is requicedamply with various federal, state and local lamg regulations concerning proteci
of the environment. KCP's share of land reclamagigmenses in 1995 was $5.7 million. KCP's sha@ofued estimated reclamation cc



was $100 million at the end of 1995. The Compargsduwot expect to make significant capital expemestdor environmental compliance in
1996. The Company believes its compliance with mmmental protection and land restoration laws madlf affect its competitive position
since its competitors in the industry are similaffected by such laws.

Intergroup Transactions. KCP, an indirect subsyddrKDG, contains the coal mining joint venturesiaelated long-term coal contracts,
mining properties, and equipment. KMG, an indidbsidiary of KCG, is the employer of senior mamaget involved in mining operations.
KMG manages the coal mines for KCP. KCP pays KMGuamual coal mining management fee equal to 30&3#'s adjusted operating
income. The fee in 1995 was $30 million. The finahresults of KCP are reflected in the formulaueabf Class D Diversified Group
common stock, while the financial results of KM@ aeflected in the formula value of the Class B&@n&truction and Mining Group
common stock.

TELECOMMUNICATIONS
C-TEC CORPORATION

C-TEC Corporation. In 1993 the Company purchaseohdrolling interest in C-TEC Corporation ("C-TECThrough its subsidiary, RCN
Corporation ("RCN"), the Company owns 44% of théstanding shares of C-TEC common stock and 60%eCtTEC Class B common
stock. Holders of common stock are entitled towote per share; holders of Class B stock are edttth 15 votes per share. The Company
thus owns 49% of the outstanding shares, but ifezhto 58% of the available votes. C-TEC commtmtls is traded on the NASDAQ
National Market System, and the Class B Stock ategion NASDAQ and traded over the counte-TEC is a Pennsylvania corporation and
traces its origin to 1897 with the founding of Coomwealth Telephone Company. C-TEC has its execofiiees in Princeton, New Jersey.
In 1995 C-TEC had revenue of $325 million, net meoof $23 million, total assets of $952 millionnépterm debt of $263 million, and
stockholders' equity of $370 million. The four ommg groups of C-TEC and their 1995 revenuestatephone ($129 million), cable ($127
million), long distance ($39 million), and commuaiions services ($29 million).

Telephone Group. The Telephone Group consistdParmsylvania public utility providing local telepteservice to a 19 county, 5,067
square mile service territory in Pennsylvania. Teéephone Group services 226,000 main access bf@gich 174,000 are residential and
52,000 are business related. In addition to progdocal telephone service, this Group providesvogt access and long distance services to
interexchange carriers. Revenue is also derivad fquipment sales and internet access services.

Cable Group. The Cable Group is a cable televisfarator with cable television systems located éwN ork, New Jersey, Michigan, and
Pennsylvania. The Cable Group owns and operatéds tebvision systems serving approximately 334,6@§tomers and manages cable
television systems with an additional 39,000 custi@nranking it among the top 20 multiple systerarapors in the United States.

The Cable Group made several acquisitions in 18B%anuary, the Cable Group purchased the asseliggins Lake Cable, Inc., which
provides cable television service to approximagB00 subscribers in northern Michigan. Also inukay, C-TEC purchased a 40% equity
position in Megacable, S.A. de C.V., Mexico's settargest cable television operator, currently senl 74,000 subscribers in 12 cities. The
Cable Group acquired Twin County Trans Video, latich provides cable television service to appmately 74,000 subscribers in eastern
Pennsylvania. As a result of a stock rights offgiim August 1995, the Group now owns 62% (an irsedeom 43%) of the voting stock of
Mercom, Inc., which provides cable television seevin Michigan and Florida.

The Cable Group must periodically seek renewatari¢hise agreements from local government autkerifio date, all of the Group's
franchises have been renewed or extended, genatailyprior to their stated expirations and oreptable terms. Competition for the Cable
Group's services traditionally has come from prexsdof broadcast television, video rentals, andatlibroadcast satellite received on home
dishes. Future competition is expected from telephmompanies.

Long Distance Group. The Long Distance Group ppalty operates in Pennsylvania. The Group begaratipas in 1990 by servicing the
local service area of the Telephone Group. In 18821993, sales offices were opened in other afedennsylvania. The Long Distance
Group provides switched services, is a resellesewkral types of services, and employs the netwafrksveral long distance providers on a
wholesale basis.

Communications Services Group. The Communicati@rgi&s Group provides telecommunications-relategireeering and technical
services in the northeastern U.S.

Regulation. Effective in February, the Federal €efamunications Act of 1996 established a framevforlderegulation of the
communications industry. The Federal Communicat@oasimission ("FCC") and state regulators must vourkthe specific implementation
process. The Act should foster competition by tetey® companies in the cable television businescablé companies in the telephone
business. The Company's local exchange telephdrsédéary, Commonwealth Telephone Company ("CTCis"$ubject to a rate-making
process regulated by the Pennsylvania Public Yiimmmission ("PPUC"). Consequently, the abilitytted Telephone Group to generate
increased income is largely dependent on its ghidiincrease its subscriber base, obtain highessage volumes and control its expenses.

The Cable Group is subject to the Federal Cablevigbn Consumer Protection and Competition Act@92, which regulated certain
subscriber rates, mandatory carriage of local lmastdstations, and retransmission consent. The sigrsficant provision of the Act requires
the FCC to establish rules to ensure that ratelsésic services are reasonable for subscribengasavithout effective competition. Fe



municipalities served by C-TEC are subject to gffeccompetition. The overall effect of the Acti®pisions on Cable Group's operations is
not yet determinable.

Restructuring. In November 1995, C-TEC announcadtliitthad engaged an investment banker to asdistewaluating strategic alternatives
for its various business units with a view towanth@&ncing shareholder value. C-TEC is now planningistribute to its shareholders in a tax-
free spin-off the Telephone Group, the CommunicetiServices Group, and certain other assets. Holiptlie spin-off, C-TEC plans to
combine its remaining businesses, which will cangfists domestic Cable Group, with a third partyguant to a tax-free, stock-for-stock
transaction. C-TEC has received a number of inggiiregarding its domestic Cable Group and is hgldiscussions with interested parties.

Subsequent Event -- Sale of Certain Businesse€t. Rnder the terms of an agreement dated March 236, RCN will pay C-TEC
approximately $123 million for certain of C-TEC'ssats, including the Long Distance Group, C-TE@rimtional, which holds the 40%
interest in Megacable, S.A. de C.V., and Reside@mnmunications Network, a start-up joint effoittRCN which plans to provide
telecommunications services to the residential etafRCN will purchase Residential Communicationsaek for cash in a transaction
expected to close in April 1996. RCN's purchasthefother businesses for cash or C-TEC stock, &'®@ption, is expected to close in the
second half of 1996. The transactions are sulgectitain conditions including the receipt of alcessary regulatory approvals. The
agreement with RCN contains a repurchase optioemuntich C-TEC can reacquire the businesses istaueturing of C-TEC's main
businesses does not occur. AdditionallyTEC retains a warrant to reacquire a six percekesin Residential Communications Network.
agreement with RCN was approved by a special comenitf the board of directors of C-TEC, composediigctors unaffiliated with either
RCN or the Company.

RCN CORPORATION

On February 20, 1996, RCN entered into an assehpae agreement, along with other ancillary agreésnevith Liberty Cable Company,
Inc. ("Liberty") to purchase an 80% interest intagr private cable systems in New York City ancestdd areas of New Jersey. These cable
systems provide subscription television servicésgusicrowave frequencies. RCN paid the sellersi®illion on the closing date, March 6,
1996. In addition, RCN delivered a $15 million nthat it expects to pay in full during 1996.

OTHER OPERATIONS
CALENERGY COMPANY, INC.

CalEnergy Company, Inc. ("CE"), formerly named @atia Energy Company, Inc., develops, construatsl, operates electric power
production facilities, primarily utilizing geotheahresources, in the western United States, thigopimies, and Indonesia. CE is a Delaware
corporation formed in 1971 and has its headquaitte@snaha, Nebraska. CE common stock is tradeth@MNew York, Pacific, and London
Stock Exchanges. In 1995, CE had revenue of $38®minet income of $63 million, before preferrdividends, total assets of $2,654
million, long-term debt of $1,294 million, and skbolders' equity of $544 million.

Kiewit Energy Company ("KEC") currently owns 24%2(2 million shares, including 1.5 million sharesghased in February 1996) of CE's
outstanding common stock. KEC has options to peel3a3 million common shares at $12 per share anilibtn common shares at $11.6:
KEC holds $64,850,000 of debentures paying 9.5%ést, convertible into 3.5 million common sharea eonversion price of $18.375 per
share. If KEC were to exercise all its options aadvert its debentures, it would own approxima8496 of CE's common shares. A 1991
agreement entitles KEC to have three members os l&tfard of directors. KEC accounts for its investiie CE common shares by the

equity method, i.e. the amount included in KEC'sa@nings is CE's net earnings multiplied by taecpntage of CE's common shares owned
by KEC, adjusted for income taxes and goodwill antbrtization.

Following its acquisition of Magma Power Companyarly 1995, CE became the largest independenhgenal power producer in the
world. Power production facilities are measureteis of megawatts (MW) of net electric generatingacity. Most of CE's facilities are co-
owned and CE's fractional ownership interest caaxpeessed in terms of MWs. CE's has projectsraetstages:

operational (and managed by CE), under constru¢éind financed), and developmental (with executetlawarded power sales contracts).
CE owns 358 MW of operating facilities having 57%Wbf aggregate capacity; most of the operatinditas are in Southern California.
Under construction are four geothermal power pttejgétthe Philippines with aggregate capacity d MW; CE owns 449 MW in the four
projects; and KEC owns 74 MW in one project. Alsaler construction in the Philippines is a 150 MVWitoelectric power project, in which
CE and KEC own 52 MW each. In the development stageseven projects in Indonesia, the Philippiaed,the United States with potential
aggregate capacity of 1,478 MW; CE expects to 086 MW in the developmental projects; and KEC expéztown 508 MW in the
Indonesian projects only.

In 1993, KDG and KCG (together "Kiewit") and CE &gl a joint venture agreement concerning theirm@tional activities, which provides
that if both Kiewit and CE agree to participataiproject, they will share all development costsadly. Kiewit and CE will each provide 50
of the equity required for financing a project deyped by the joint venture and CE will operate amhage such project. The agreement
creates a joint development structure under whinoha project by project basis, CE will be the depatent manager, managing partner an
project operator, an equal equity participant witbwit and a preferred participant in the constimticonsortium and Kiewit will be an equal
equity participant and the preferred turnkey cargton contractor.

The Company participates in the Mahanagdong prajettte Philippines in three ways: through KCG, libed member of the construction
consortium, through KEC as a direct equity invesaod indirectly through KEC's ownership inter@sCiE. In the Casecnan project in



Philippines, KCG does not participate in constiuttibut KEC participates as both a direct equitaegtor and indirectly as an equity investor
through its CE ownership. KEC also owns $20 milladrbonds issued in connection with the projecevidt expects to be a co-developer and
an equal equity participant with CE in the Diengfuha, and Bali projects in Indonesia.

Geothermal power production process. First, theeldper locates suitable geothermal resourcess deiit wells, secures permits, negotiates
long-term power contracts with an electric utiliand arranges financing. Second, the project istcocted. Third, the facility is operated and
maintained. Project revenues from the sale of etétytare applied to operating costs, rent or tgs, and principal and interest payments on
debt incurred for acquisition and construction so&teothermal resources suitable for commerciahetibn require an underground water
reservoir heated to high temperatures. Productigiisvare drilled to release the heated fluid uridgh pressure. Wells are usually located
within one or two miles of the power plant. FromlMmeads, fluid flows through pipelines to a seléseparators where it is separated into
water, brine, and steam. The steam is passed th@tgbine which drives a generator to generaetetity. Once the steam has passed
through the turbine, it is then cooled and condérseck into water which is reinjected through webgk into the geothermal reservoir. Ur
proper conditions, the geothermal power is renegvabkrgy source, with minimal emissions compardddsil fuel power plants. The
utilization of geothermal power is preferred bytaar governments in order to minimize the import

(e.g., the Philippines), or maximize the expor(endonesia)

of hydrocarbons. Geothermal power facilities alsy federal tax benefits and favorable utility uéaggory treatment in the United States.

Operations/United States. Most of CE's operatingmaes come from geothermal power plants in SoatGalifornia, three in the Coso area
and seven in the Imperial Valley. These operatiemse certain common features. Each plant involvesrenership or joint venture in which
CE has an approximately one-half interest anddsofterator of the plant. Each plant has long-tesmiract to supply electric power to
Southern California Edison Company ("Edison"). Hgeeements provide for both capacity payments apcyg payments for a term of
between 20 and 30 years. During the first ten yearsrgy payments are based on a pre-set sché@th@leafter, while the basis for the
capacity payment remains the same, the requiregjgpayment is Edison's theodrrent published "avoided cost of energy" asrdateed by
the California Public Utility Commission. The irdtiten-year periods expire beginning in 1996 fer filhst plant and in 2000 for the tenth
plant. CE cannot predict the likely level of Edisoavoided cost of energy prices at the expiratifaime fixed-price periods, but it is currently
substantially below the current energy prices ur@iess contracts. For 1995, the time period-weiglatesetage of Edison's avoided cost of
energy was 2.1 cents per kWh, compared to CE's amable selling price for energy of 11.34 centskWh. Thus, the revenue generated by
each of CE's ten facilities is likely to declingrsificantly after the expiration of the fixed-priperiod.

The Coso projects were refinanced through thecfatetes in a 1992 private placement. The outstandalance of the notes at the end of
1995 was $203 million. Assets of the Coso projactspledged to satisfy repayment of the notestHeubbligations are non-recourse to CE.
Six of the seven Imperial Valley projects are sabje financing agreements. The combined outstandaiances of the notes at the end of
1995 was $507 million. All of the obligations aremrecourse to CE.

CE has five other operating plants, one each indh@, Utah, and Nevada, and two in California. Apamsion to an Imperial Valley plant is
under construction. In addition, two projects ar¢hie development stage.

Construction Stage/Philippines. CE has four prej@tthe Philippines under construction.

Mahanagdong. In 1994 construction began on the Neddong Project, a 180 gross MW geothermal prajed¢he Philippine island of Leyt
The Mahanagdong Project will be built, owned andrafed by CE Luzon Geothermal Power Company, I'®&E (uzon"), a Philippine
corporation that during construction is indireatkyned 50% by CE and 50% by KEC. Up to a 10% finalnakerest in CE Luzon may be st
at completion to another industrial company atapton of such company. The Mahanagdong Projedtseil 100% of its capacity on a
"take-or-pay" basis (described below) to PNOC- gpédevelopment Corporation ("EDC"), which will inrh sell the power to the National
Power Corporation of the Philippines ("NPC"), fastdbution to the island of Luzon. NPC is the gowaent- owned and controlled
corporation that is the primary supplier of elegityi in the Philippines.

Mahanagdong has a total project cost of $320 millincluding interest during construction, projechtingency costs and a debt service
reserve fund. The capital structure consists abgpt financing construction and term loan of $24illion provided by the Overseas Private
Investment Corporation ("OPIC"), the Export-ImpBenk of the United States ("Exim Bank"), and a @stism of international banks, and
approximately $80 million in equity contributiorfolitical risk insurance from Exim Bank has beetagied for the commercial lenders. K
and CE will each make an equity investment in trehlthagdong Project of approximately $40 million.X&d CE have arranged for
political risk insurance on their equity investrreetitrough OPIC. The financing is collateralizedaliythe assets of the project.

The Mahanagdong Project is being constructed bgidianies of KCG and CE under fixed-price, daggtain, turnkey supply and construct
contracts. KCG and CE subsidiaries have 80% andi@@ests, respectively, in the contracts.

Under the terms of an energy conversion agreeragatuted on September 18, 1993 (the "Mahanagdo®g)ECE Luzon will build, own

and operate the Mahanagdong Project during thmat&d three- year construction period and a ten-g@aperation period. At the end of the
cooperation period, the facility will be transfedr® EDC at no cost. The Mahanagdong Project willdzated on land provided by EDC at no
cost. It will take geothermal steam and fluid, gisovided by EDC at no cost, and convert its thémenargy into electrical energy to be sold
to EDC on a "take-or-pay" basis. Specifically, E@{l be obligated to pay for the electric capaditat is nominated each year by CE Luzon,
irrespective of whether EDC is willing or able tccapt delivery of such capacity. EDC will pay to Czon a fee (the "Capacity Fee") based
on the plant capacity nominated to EDC in any yeduich, at the plant's design capacity, is appratety 97% of total contract revenues) i

a fee (the "Energy Fee") based on the electrigtyally delivered to EDC (approximately 3% of totahtract revenues). The Capacity |



serves to recover the capital costs of the projeagcover fixed operating costs and to coverrretun investment. The Energy Fee is desic
to cover all variable operating and maintenancésoaisthe power plant. Payments under the Maharmag&cCA will be denominated in U.S.
dollars, or computed in U.S. dollars and paid idippine pesos at the then- current exchange eateept for the Energy Fee, which will be
used to pay Philippine peso-denominated expensescdnvertibility of Philippine peso receipts ifddS. dollars is insured by OPIC.
Significant portions of the Capacity Fee and Endtgg will be indexed to U.S. and Philippine inftatirates, respectively. EDC's payment
requirements, and its other obligations under tlaamhagdong ECA, are supported by the Governmeahed®hilippines through a
performance undertaking.

Upper Mahiao. In 1994 construction began on theddppahiao Project, a 128 gross MW geothermal ptaad_eyte. The Upper Mahiao
Project will be built, owned and operated by CE €&eothermal Power Company, Inc. ("CE Cebu"), digffine corporation that is
approximately 100% indirectly owned by CE. It va#ll 100% of its capacity on a "take-or-pay" basi&EDC, on substantially the same terms
as described above for the Mahanagdong Projecthwhill in turn sell the power to NPC for distrilion to the island of Cebu, located about
40 miles west of Leyte. The Upper Mahiao Projedt mave a total project cost of $218 million. A amtium of international banks has
committed to provide $162 million in a project-fimzed construction loan. The largest portion oftéren loan for the project will also be
provided by Exim Bank. CE's equity contributionthe Upper Mahiao Project is $56 million.

Malitbog. In 1994 construction began on the Malgtitroject, a 231 gross MW geothermal project onté.efhe Malitbog Project will be
built, owned and operated by Visayas Geothermald?@ompany ("VGPC"), a Philippine general partngrshat is wholly owned,
indirectly, by CE. VGPC will sell 100% of its capiyg on substantially the same terms as describegefor the Mahanagdong Project, to
EDC, which will in turn sell the power to NPC. Thklitbog Project has a total project cost of $280iom. A consortium of international
banks and OPIC have provided a total of $210 mmilbd construction and term loan facilities. CE'siiggcontribution was $70 million.

Casecnan. In November 1995 CE closed the finaramgstarted construction on the combined irrigasiod hydroelectric power generation
project (the "Casecnan Project"), a 150 gross M\dtdwlectric power project located in the centrat p&the island of Luzon. The Casecnan
Project will include diversion structures in thes€anan and Denip Rivers that will divert water iatd4 mile long tunnel. The tunnel will
transfer the water from the Casecnan and DeniprRiméo the Pantabangan Reservoir for irrigatiod ydroelectric use in the Central Luz
area. An underground powerhouse at the end of &terwunnel will house a power plant with 150 MWaaity.

CE Casecnan Water and Energy Company, Inc., gopimé corporation ("CE Casecnan") is developing@hsecnan Project under the terms
of the project agreement between CE Casecnan arndational Irrigation Administration ("NIA"). CE aKEC have minimum and

maximum ownership interests in CE Casecnan of 35%0% each. Two other shareholders, who have andial commitments and will not
participate in construction or operations, may ree@terests of as much as 15% each, dependimyajected returns from the project. Uni
the project agreement, CE Casecnan will developnfie and construct the Casecnan Project ovettiamaéed four-year construction period,
and thereafter own and operate the Casecnan Pfojex20 year cooperation period. During the coapen period, NIA is obligated to
accept all deliveries of water and energy, antag ks the Casecnan Project is physically capdhliperating, NIA will pay the CE Casecr

a guaranteed fee for the delivery of water andaayueed fee for the delivery of electricity, retjass of the amount of water or electricity
actually delivered. In addition, NIA will pay a féer all electricity delivered in excess of a tHrelsl amount up to a specified amount. NIA
will sell the electric energy it purchases to NR{hough NIA's obligations to CE Casecnan undeiPtttgect Agreement are not dependen
NPC's purchase of the electricity from NIA. All fe® be paid by NIA to CE Casecnan are payable $1 tollars. The guaranteed fees for
delivery of water and energy are expected to pmweipproximately 70% of CE Casecnan's revenuefie®end of the cooperation period, the
Casecnan Project will be transferred to NIA and N&Gho additional consideration on an "as is" aghe Republic of the Philippines has
provided a performance undertaking under which Bli#ligations under the Project Agreement are gueea by the full faith and credit of
the Republic of the Philippines. The total costhef Casecnan Project, including development, cocisbn, testing and startup, is estimated to
be approximately $495 million.

Construction Stage/Indonesia

Dieng. In December 1994, Himpurnia California Enel¢d. ("HCE") executed a joint operation contrétie "Dieng JOC") for the
development of the geothermal steam field and geothal power facilities at the Dieng geothermaldjdbcated in Central Java (the "Dieng
Project") with Pertamina, the Indonesian nationlat@mpany, and executed a "takegay" energy sales contract (the "Dieng ESC") witth
Pertamina and PLN, the Indonesian national eleatifity. HCE was formed with an Indonesian parttedevelop the Dieng Project (the
"Dieng JV"). CE, KEC, and the Indonesian partnerehé7%, 47%, and 6% interests, respectively, iltieag JV.

Pursuant to the Dieng JOC and ESC, Pertamina vaititgo the Dieng JV the geothermal field and wefld other facilities presently located
thereon and the Dieng JV will build, own and operabdwer production units with an aggregate capadityp to 400 MW. HCE will accept
the field operation responsibility for developingdasupplying the geothermal steam and fluids reguio operate the plants. The Dieng JOC
is structured as a build-own- transfer agreemedtvah expire (subject to extension by mutual agneat) on the date which is the later of (i)
42 years following effectiveness of the Dieng JO@ i) 30 years following the date of commencenmrtommercial generation of the fir
unit completed. Upon the expiration of the propoBéehg JOC, all facilities will be transferred teffamina at no cost. The Dieng JV is
required to pay Pertamina a production allowaneektp three percent of Dieng JV's net operatigine from the Dieng Project, plus a
further amount based upon the negotiated valuisfieg Pertamina geothermal production facilitieat are expected to be made available
by Pertamina.

Pursuant to the Dieng ESC, PLN agreed to purchageay for all of the Project's capacity and enargtput on a "take-or-pay" basis
regardless of PLN's ability to accept such energgeravailable from the Dieng Project for a termatdui that of the Dieng JOC. The pri



paid for electricity includes a base energy prieeldVh multiplied by the number of kWhs the platddiver or are "capable of delivering,"
whichever is greater. Energy price payments aalbject to adjustment for inflation. PLN will alpay a capacity payment based on plant
capacity. All such payments are payable in U.Sadsl

Construction of an initial 55 MW unit is expecteditegin in the second quarter of 1996. A consortiemsisting of KCG and CE will
construct the Dieng Project and provide all relatesign, engineering and supply work pursuantdedfiprice, date certain, turnkey
construction and supply contracts. HCE will be oesible for operating and managing the Dieng PtofeE and KEC presently intend to
proceed on a modular basis with construction afehadditional units to follow Dieng Unit |, resalg in an aggregate first phase net capacity
at this site of 220 MW. The total project costldse units is estimated to be $450 million. The pbase is expected to expand the total
capacity to 400 MW. The cost of the full Dieng Fcdjis estimated to be approximately $1 billioris lanticipated that most of the capital
needed to construct and operate the Dieng progectthe development stage projects described hailble raised by project-financed debt,
i.e. the loans will be repaid from revenues gemeraty the output of the plants.

Development Stage Projects.

Patuha. CE and KEC are co-developing a geotheravaépplant at the Patuha geothermal field in Jm@gnesia. They intend to proceed on
a modular basis similar to the Dieng Project, waithaggregate capacity of up to 400 MW. The totat toestimated to be $1 billion.
Construction of the first unit is expected to beigir1996. Bali. CE and KEC are co-developing geotia resources on the island of Bali,
Indonesia. They intend to proceed on a modulastssiilar to the Dieng Project, with an aggregaigacity of up to 400 MW. The total cost
of the Bali project is estimated to be $1 billi@onstruction of the first unit is expected to beigii997. Alto Peak. CE is developing a 70 net
MW geothermal project on the Philippine island efyte. KEC is not a participant in this project.

INFORMATION SERVICES

PKS Information Services, Inc. ("PKSIS"), providesnputer outsourcing and systems integration sesvic customers on a nationwide b
PKSIS provides its outsourcing services to firme thesire to focus resources on their core busiseshile avoiding the capital and overhead
costs of operating their own computer centers.edgstintegration services help customers definegldpyand implement cost-effective
information systems. PKSIS manages a wide-areaanktf\WAN) on a nationwide basis and is engagedédesign, installation, and
maintenance of high- performance local area netsvfitRNs) and multi-tiered distributed architectutkat utilize the latest hardware and
software technologies. PKSIS develops a unifietlitecture of hardware, software, and communicattenbnologies in order to meet the
customer's specific design, operational, and manageobjectives. Better service and better valegtsa result of a total focus on integrating
capital, technology, and expert people on a scadesbPKSIS' operations and computing equipmenibaeded in an 89,000 square foot
computer center in Omaha, Nebraska. The PKSIS ctanpenter was engineered to: (i) ensure faultaolee, and

(i) enable scale economies in hardware, softwamd,people. The first point ensures non-stop ojperédr the customers. The second
promises more cost-effective computing servicen thast organizations can deliver themselves. 115189 percent of PKSIS' revenue was
from external customers and the remainder was &ffitates.

ENERGY PROJECTS

Kiewit Fuels. Kiewit Fuels Inc., an 80% owned KD@bsidiary, has acquired a patented, low-cost peoteproduce additives known as
renewable ethers (EtBE and MtBE) to make cleanaribg gasoline. Kiewit Fuels is investigating opjpmities to utilize the process.

INFRASTRUCTURE PROJECTS

California Private Transportation Company. KDG hassted $12 million in California Private Transgdion Company, which developed,
arranged financing, constructed, and now operb®eSR91 tollroad in Orange County. The tollroadnaukfor traffic in December 1995.

United Infrastructure Company. KDG is investigatidgrth American infrastructure privatization oppaorities through United Infrastructure
Company, an equal partnership with Bechtel Inftacttire Enterprises, Inc.

KIEWIT MUTUAL FUND

Kiewit Mutual Fund, a registered investment compamgs formed in 1994. Initially formed to manage @ompany's internal investments,
shares in Kiewit Mutual Fund are now availablegarchase by the general public. The Fund's investarently include individuals and
unrelated companies, as well as Kiewit- affiliaj@ieit ventures, pension plans, and subsidiarieeswiMutual Fund has five series: Money
Market Portfolio, Short-Term Government Portfoliotermediate-Term Bond Portfolio, Tax-Exempt Pditfoand the Equity Portfolio. The
registered investment adviser of Kiewit Mutual Fusdiewit Investment Management Corp., a subsididrKDG (60%) and KCG (40%).

GENERAL INFORMATION

Environmental Protection. Compliance with fedestdte, and local provisions regulating the discearigmaterials into the environment, or
otherwise relating to the protection of the envin@mt, has not and is not expected to have a mkgdiéat upon the capital expenditures,
earnings, or competitive position of the Compang &s subsidiaries



Employees. At the end of 1995, the Company anah@®rity-owned subsidiaries employed approximafely300 people -- 10,400 in
Construction, 2,000 in Mining, 1,400 in Telecomnuations, 200 in Information Services, and 300 irpocate positions.

ITEM 2. PROPERTIES.

The properties used in the construction segmerdeseribed under a separate heading in Item 1 aBowperties relating to the Company's
mining segment are described as part of the gehasithess description of that segment in Iltem abdhe properties of the
telecommunications segment include those of C- $HElephone Group (switching centers, cables angswgionnecting the telephone
company to its customers, and other telephoneuim&nts and equipment), C-TEC's Cable Group (hest}-distribution and subscriber
equipment), and various office and storage builglifithe Company considers its properties to be adedar its present and foreseeable
requirements.

ITEM 3. LEGAL PROCEEDINGS.

General. The Company and its subsidiaries aregsatidimany pending legal proceedings. Manageméieibe that any resulting liabilities
for legal proceedings, beyond amounts reservetinailmaterially affect the Company's financial diion, future results of operations, or
future cash flows.

Environmental Proceedings. In a large number ofgedings, the Company, its subsidiaries, or theidgcessors are among numerous
defendants who may be "potentially responsibleigsirtiable for the cleanup of hazardous substadepssited in landfills or other sites.
Management believes that any resulting liabilif@senvironmental legal proceedings, beyond amoresgsrved, will not materially affect the
Company's financial condition, future results oémions, or future cash flows.

Whitney Litigation. In May 1995, the lawsuit titladfhitney Benefits, Inc. and Peter Kiewit Sons' @oThe United States was settled. In
1983, plaintiffs alleged that the enactment of Slieface Mining Control and Reclamation Act of 1%i&d prevented the mining of their
Wyoming coal deposits and constituted a governrakilng without just compensation. In settlemenalbtlaims, plaintiffs agreed to deed
the coal deposits to the government and the govemhagreed to pay plaintiffs $200 million, of whiBleter Kiewit Sons' Co., a KDG
subsidiary, received approximately $135 millionJime 1995.

MFES Litigation. In March 1994, several former stholders of an MFS subsidiary filed a lawsuit agaMES, KDG, and the chief executive
officer of MFS, in the United States District Cofot the Northern District of Illinois, Case No.©@41381. These shareholders sold shares of
the subsidiary to MFS in September 1992. MFS cotagdlan initial public offering in May 1993. Plaiffis allege that MFS fraudulently
concealed material information about its plans ftbem, causing them to sell their shares at areipaate price. Plaintiffs have alleged
damages of at least $100 million. Defendants hagetamious defenses and have vigorously contestieddawsuit. Defendants expect that a
trial will be held in 1996. Prior to the initial plic offering, KDG agreed to indemnify MFS agaiasly liabilities arising from the September
1992 sale; if MFS is deemed to be liable to pl&#mtKDG will be required to satisfy MFS's liabiéis pursuant to the indemnification
agreement.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
No matters were submitted to a vote of securitglérd during the fourth quarter of 19!
EXECUTIVE OFFICERS OF THE REGISTRANT.

The table below shows information as of March ¥®6labout each executive officer of the Compargiugting his business experience
during the past five years (1991-1996). The Compamsiders its executive officers to be its direstoho are employed by the Company or
one of its subsidiaries. The Company's directotsddficers are elected annually and each was @emteJune 10, 1995 to serve until his
successor is elected and qualified or until higldeasignation or removal.

Name Business Experience (1991-1996 ) Age
Walter Scott, Jr. Chairman of the Board and Pres ident 64
William L. Grewcock Vice Chairman 70
Robert E. Julian  Executive Vice President; Chie f Financial 56
Officer (1991-1995); Treasurer (1991-1993)
Kenneth E. Stinson Executive Vice President 53
Richard Geary Executive Vice President, KCG; President, 61
Kiewit Pacific Co.
Leonard W. Kearney Vice President, KCG; President , Kiewit 55
Construction Company and Kiewi t

Western Co.



Richard R. Jaros  Executive Vice President (sinc e 1993); 44

Chief Financial Officer (since 1995);
Vice President (1991-1992); Pr esident
and COO of CE (1992-3)
George B. Toll, Jr. Executive Vice President, KCG (since 59
1994); Vice President, Kiewit Pacific
Co. (1991-1994)
Richard W. Colf  Vice President, Kiewit Pacific Co. 52
Bruce E. Grewcock President (since 1992), Sr. Vi ce President 42
(1991-1992), Vice President (1 991) of

Kiewit Mining Group Inc.

Tait P. Johnson President, Gilbert Southern Cdp. 4
PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED
STOCKHOLDER MATTERS.

Market Information. There is no established pubkding market for the Company's common stock. Harethe Company is generally
required to repurchase shares at a formula prioa demand.

Company repurchase duty. Under the Company's @atsfof Incorporation effective January 1992, @mnpany has three classes of
common stock: Class B Construction & Mining GrouprMoting Restricted Redeemable Convertible ExchalpigegCommon Stock ("Class
B"), Class C Construction & Mining Group Restricieddeemable Convertible Exchangeable Common St@tags C"), and Class D
Diversified Group Convertible Exchangeable Commtotks ("Class D"). Class B and Class C ("Class B&§lhares can be issued only to
Company employees and can be resold only to thep@oynat a formula price based on the yera-book value of the Construction & Mini
Group. The Company is generally required to repaselClass B&C shares for cash upon stockholder nign@dass D shares have a formula
price based on the year-end book value of the Bified Group. The Company must generally repurci@éass D shares for cash upon
stockholder demand at the formula price, unlesothss D shares become publicly traded.

Formula values. The formula price of the Class Brst is based on the book value of Kiewit DivegsifGroup Inc. ("KDG") and its
subsidiaries, plus one-half of the book value, staad- alone basis, of the parent company, PégsviKSons', Inc. The formula price of the
Class B&C shares is based on the book value of Ki@anstruction Group Inc. ("KCG") and its subsitls, including Kiewit Mining Group
Inc.("KMG"), plus one-half of the book value of thaconsolidated parent company. A significant eleinoé the Class B&C formula price is
the subtraction of the book value of property, plmd equipment used in construction activitiesl(tillion in 1995). A significant annual
intercompany transaction reduces the value of taedD shares and increases the value of the B&Ssshares. The primary assets of the
Company's mining segment are coal mining leasesamgdterm coal contracts owned by Kiewit Coal Rndjes Inc.("KCP"), a subsidiary of
KDG. However, the coal mining properties are madaayed operated by KMG. KCP paid mine managemestdé&30 million to KMG in
1995.

Conversion. Class C shares are convertible integdashares at the end of each year. Between Q8kmnd December 15 of each year a
Class C stockholder may elect to convert somelaf &lis or her shares. Conversion occurs on theviing January

1. The conversion ratio is the relative formulaes of Class C and Class D shares determinedthe st Saturday in December,

i.e. the last day in the Company's fiscal years€R shares may be converted into Class C shalea®part of an annual offering of Class C
shares to employees. Instead of purchasing theedffghares for cash, an employee owning Class 2sinaay convert such shares into Class
C shares at the applicable conversion ratio.

Restrictions. Ownership of Class C shares is glpeestricted to active Company employees. Updimament, termination of employment,
or death, Class C shares must be resold to the &uoyad the applicable formula price, but may beveoted into Class D shares if the
terminating event occurs during the annual coneerperiod. Class D shares are not subject to oligees transfer restrictions.

Dividends and Prices. During 1994 and 1995 the Gompuleclared or paid the following dividends orcitsnmon stock. The table also sh¢
the stock price after each dividend payment orroth&ation event.

Dividend

Dividend Dividend Per Pric e Stock
Declared Paid Share Class Adju sted Price
Oct. 29, 1993 Jan. 6,1994$0.40 B&C Dec. 25,1993 $22.35
Apr. 22,1994 May 1,1994 045 B&C Mayl ,1994  21.90
Oct. 21, 1994 Jan. 5, 1995 0.45 B&C Dec. 31,1994 25.55
Apr. 28,1994 May 1,1995 0.45 B&C Mayl ,1995 25.10
Oct. 27, 1995 Jan.5,1996 0.60 B&C Dec. 30, 1995 32.40

D Dec. 25,1993 59.40

D  Dec. 31,1994 60.25



Sep. 25, 1995* Sep. 30, 1995* 19.85* D  Sep. 30, 1995 40.40
Oct. 27,1995 Jan.5,1996 050 D  Dec. 30, 1995 49.50

* MFS Spin-off (see p. 2)

Although the Board of Directors announced in Audi93 that the Company did not intend to pay ragilildends on Class D shares in the
foreseeable future, on October 27, 1995, the Bdadthred a special dividend of $0.50 per sharelass®D shares payable on January 5,
to stockholders of record on that date.

Stockholders. On March 15, 1996, the Company hadditowing numbers of stockholders and outstandingres for each class of its
common stock:

Class Stockholders Shares Outstanding
B 4 263,468
C 1,140 9,957,413
D 1,723 23,222,259

ITEM 6. SELECTED FINANCIAL DATA.

PETER KIEWIT SONS', INC.
SELECTED CONSOLIDATED FINANCIAL DATA

The Selected Financial Data of Peter Kiewit Sdns', ("PKS"), the Kiewit Construction & Mining Greu("B&C Stock") and the Kiewit
Diversified Group ("D Stock") appear below and ba hext four pages. The consolidated data of PK$=sented below with the exception
of per common share data which is presented iséhected Financial Data of the respective groups.

(dollars in millions, Fiscal Year Ended except peare amounts)1995 1994 1993 1992 1991
Results of Operations:
Revenue (1) $2,902 $ 2,704 $ 2,050 $ 1,918 $ ZAings from continuing

operations 244 110 261 162 49
Net earnings (2) 244 110 261 181 441

Financial Position:

Total assets (1) 3,463 4,492 3,634 2,549 2,632
Current portion of

long-term debt (1) 42 33 15 3 15
Long-term debt, less

current portion (1) 370 908 462 30 110

Stockholders' equity (3)1,607 1,736 1,671 1,4584,3

(1) In September 1995, the Company dividendeditestment in MFS to Class D Shareholders. MFSltsestioperations have been
classified as a single line item on the statemehézarnings. MFS is consolidated in the 1994-198iarce sheets.

In October 1993, the Company acquired 35% of thietanding shares of C-TEC Corporation that have 67 #e available voting rights. In
December 1994, the Company increased its ownetsif% and 58%, respectively.

In January 1994, MFS Communications Company, IMFS"), issued $500 million of 9.375% Senior Disobilotes.

(2) In 1993, through two public offerings, the Caang sold 29% of its subsidiary, MFS, resulting 187 million aftertax gain. In 1995 ar
1994, additional MFS stock transactions resulteg2imillion and $35 million after-tax gains to tBe@mpany and reduced its ownership in
MFS to 66% and 67%.

(3) The aggregate redemption value of common sab&kecember 30, 1995 was $1.5 billion.

KIEWIT CONSTRUCTION & MINING GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachhs years in the period 1991 to 1995 have beeneatk:fiom audited financial statements. -



historical financial information for the Kiewit Cetruction & Mining and Kiewit Diversified Groups gplements the consolidated financial
information of PKS and, taken together, includésetounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fiscal Ye ar Ended
except per share amounts)1995 1994 1993 1992 1991

Results of Operations:

Revenue $ 2,330% 2,175% 1,783 $ 1,675 %$ 1,834
Net earnings 104 77 80 82 23
Per Common Share (1):

Net earnings 7.78 4.92 4.63 448 1.12
Dividends (2) 1.05 0.90 0.70 0.70 0.30
Stock price (3) 3240 2555 22.35 18.70 14.40
Book value 4290 31.39 27.43 23.31 19.25

Financial Position:

Total assets 987 963 889 862 849
Current portion of

long-term debt 2 3 4 2 7
Long-term debt, less

current portion 9 9 10 12 13

Stockholders' equity (4) 467 505 480 437 400

KIEWIT CONSTRUCTION & MINING GROUP
SELECTED FINANCIAL DATA
(continued)

(1) In connection with the January 1992 reorgaiopaiach share of previous Class B and Class €kStas exchanged for one share of new
Class B&C Stock and one share of new Class D Siohrefore, for purposes of computing Class B&Ccktoer share data, the number of

shares for 1991 is assumed to be the same asniesgonding number of shares of previous ClassdBGlass C Stock. Fully diluted earnir
per share have not been presented because itiisatetially different from earnings per share.

(2) The 1995, 1994 and 1993 dividends include $$645 and $.40 for dividends declared in 1995, 18%d 1993, respectively, but paid in
January of the subsequent year. 1991 reflectsetids paid by PKS on its previous Class B and GIaS#ock that have been attributed to

Kiewit Construction & Mining Group and Kiewit Diveified Group based upon the relative formula vahlfesach group which were
determined at the end of the preceding year.

Accordingly, the dividends may bear no relatio nship to the
dividends that would have been declared by t he Board in
that year had the new Class B&C Stock and t he Class D
Stock been outstanding.

(3) Pursuant to the Restated Certificate of Incorp oration, the
stock price calculation is computed annually a tthe end of

the fiscal year.

(4) Ownership of the Class B&C Stock is restridiea@ertain employees conditioned upon the execuforpurchase agreements which
restrict the employees from transferring the st&kS is generally committed to purchase all Cla&€Etock at the amount computed, wt
put to PKS by a stockholder, pursuant to the Redt@ertificate of Incorporation. The aggregate negkion value of the B&C Stock at

December 30, 1995 was $359 million.

KIEWIT DIVERSIFIED GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachtaf years in the period 1991 to 1995 have beeneatkfiom audited financial statements. The
historical financial information for the Kiewit Dérsified and Kiewit Construction & Mining Groupspplements the consolidated financial
information of PKS and, taken together, includésetounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fiscal Ye ar Ended
except per share amounts)1995 1994 1993 1992 1991

Results of Operations:

Revenue (1) $ 580 $ 537 $ 267% 243% 215
Earnings from
continuing operations 140 33 181 80 26

Net earnings (2) 140 33 181 99 418



Per Common Share (3):
Earnings from

continuing operations 6.45 1.63 9.08 3.95 1.26
Net earnings 6.45 1.63 9.08 492 20.30
Dividends (4) .50 - .50 1.95 0.70
Stock price (5) 49.50 60.25 59.40 50.65 47.85
Book value 49.49 60.36 59.52 50.75 47.93

Financial Position:

Total assets (1) 2,490 3,537 2,759 1,709 1,801
Current portion of

long-term debt (1) 40 30 11 1 8
Long-term debt,

less current portion (1)361 899 452 18 97
Stockholders' equity (6)1,140 1,231 1,191 1,021 996

KIEWIT DIVERSIFIED GROUP
SELECTED FINANCIAL DATA
(continued)

(1) In September 1995, the Group dividended itestment in MFS to Class D Shareholders. MFS' resifilbperations have been classified
as a single line item on the statements of earnM§s is consolidated in the 1994- 1991 balancetshe

In October 1993, the Group acquired 35% of thetanting shares of C-TEC Corporation that have 57#eavailable voting rights. In
December 1994, the Group increased its ownersip¥ and 58%, respectively.

In January 1994, MFS issued $500 million of 9.37Séior Discount Notes.

(2) In 1993, through two public offerings, the Gpoapold 29% of MFS, resulting in a $137 million aftax gain. In 1995 and 1994, additional
MFS stock transactions resulted in $2 million a8 illion after-tax gains to the Group and reduite@dwnership in MFS to 66% and 67%.

(3) In connection with the January 1992 reorgaipateach share of previous Class B and Class €kStas exchanged for one share of new
Class B&C Stock and one share of new Class D Stohrefore, for purposes of computing Class D Stmarkshare data, the number of
shares for 1991 is assumed to be the same asniesgonding number of shares of previous ClassdBGlass C Stock. Fully diluted earnir
per share have not been presented because itiisatetially different from earnings per share.

(4) The 1995 and 1992 dividends include $.50 forddinds declared in 1995 and 1992 but paid in Jgfahe subsequent year. 1991
reflects dividends paid by PKS on its previous €Bsand Class C Stock that have been attribut&detwit Diversified Group and Kiewit
Construction & Mining Group based upon the relafmenula values of each group which were determatetie end of the preceding year.
Accordingly, the dividends may bear no relationdioiphe dividends that would have been declarethéyBoard in that year had the new
Class D Stock and the new Class B&C Stock beertandig.

(5) Pursuant to the Restated Certificate of Incrapion, the stock price calculation is computeduatly at the end of the fiscal year.

(6) Unless Class D Stock becomes publicly trad&® B generally committed to purchase all Classt@iSat the amount computed, in
accordance with the Restated Certificate of Incation, when put to PKS by a stockholder. The aggpee redemption value of the Class D
Stock at December 30, 1995 was $1,151 million.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This item contains information about Peter KiewdanS, Inc. (the "Company") as a whole. Separatertegontaining management's
discussion and analysis of financial condition eeslilts of operations for the Kiewit ConstructiorMining Group and the Kiewit Diversifie
Group have been filed as Exhibits 99.A and 99.Bite Form 10-K. The Company will furnish a copysaich exhibits without charge upon
the written request of a stockholder addresse8ttick Registrar, Peter Kiewit Sons', Inc., 1000wKid’laza, Omaha, Nebraska 68131.

The following discussion of Results of Operatiohewdd be read in conjunction with the Consolidat@tancial Statements.
Results of Operations 1995 vs. 1994

Construction. Construction revenue increased byt$ifllion or 7% in 1995. Contributing to the incseawere joint venture revenues and the
inclusion of two additional months of materials@aue generated by the APAC-Arizona ("APAC")

companies which were acquired on February 28, 1994. The
Company's share of joint venture revenue rose by 32 % in 1995 and



accounted for 30% of total construction revenue in 1995 and 24%

in 1994. The San Joaquin Toll Road Joint Ventuga(' Joaquin") in southern California contribute@%#hillion and $111 million to reveni
in 1995 and 1994. Contract backlog at Decembefl 895 was $2 billion, of which 10% is attributabteforeign operations, principally,
Canada and the Philippines. Projects on the wesit@zcount for 36% of the total backlog whichules San Joaquin backlog of $133
million. San Joaquin is scheduled for completiod997.

In 1995, gross margins rose 16% from $170 millimi994 to $197 million in 1995. The growing matkriamarket had a significant effect on
margins. Increased operational efficiencies, as agejoint ventures, including substantial clairttleenents, also impacted margins.

Mining. Mining revenue in 1995 increased slightlgrh 1994. Spot sales were lower in 1995 due toaedldemand in the Company's spot
market area because of a mild winter and high hetiotricity generation in the Western United Stateales of precious metals were greater
in 1995 when compared to 1994 as a result of thedation of essentially all of the precious métakntory. Alternate source coal sales were
also higher in 1995 due to the acceleration of sbhgiments to the current year from future yeadstar shifting of certain coal shipments
from mined coal to alternate source coal.

Direct costs, as a percentage of revenue, declifieth 1995 as a result of the additional altersatgrce coal sales. Lower margin metal sales
and renegotiated coal contracts partially offsethttgher margins on additional alternate sourcé salas.

Telecommunications. With the spin-off of MFS, theldcommunications segment now consists solely ®EC-Corporation ("C-TEC"). C-
TEC's primary operations are telephone and cabl£995 telecommunication revenue increased 12% 18@4. Sales of the telephone group
increased $7 million to $129 million, a 6% increaser 1994. Increases in access lines for localorkt service and rate increases for
intrastate access traffic were primarily resporesfbl the improvement. Sales for the cable grogpeiased 34% to $127 million in 1995. The
acquisition of Twin County Trans Video, Inc. ane ttonsolidation of Mercom, Inc.'s results since ésigontributed $18 million and $6
million to C-TEC's revenue in 1995. In additionbsariber increases of approximately 16,000 oved 184 rate increases effective in April
1995 account for an $8 million increase in cableneie. Revenues from other operating groups ineded$7 million or 32% compared to
1994 primarily due to the resale of long distareteghone services to another long distance resetiprovements in switched business, 800
service sales and third party revenues fromEG's communication services business. The arraagewith the third party reseller termina
in the second quarter of 1995. Partially offsetttigTEC's increase in revenue was the sale of th@lenservices group in 1994 which
contributed $23 million in revenue that year.

C-TEC's direct costs increased $30 million or 15%995. The telephone group's costs of revenueased primarily because of higher
payroll expenses and higher depreciation experse atquisitions of Mercom and Twin County led 786 increase in direct costs for the
cable group. In addition, higher basic programndagts resulting from increased subscribers, chaamtitions and rate increases contributed
to the increase. Direct expenses for C-TEC's aiperating groups increased because of costs akmberih the resale of long distance
services and communication services work perforfoethird parties. Partially offsetting these inases was the elimination of direct costs
associated with the mobile services group which sedd in 1994.

General and Administrative Expenses. General andrastrative expenses increased 18% in 1995. Area®e in expenses for environmental
and legal matters was partially offset by lowernp#lyexpenses and an overall decline in C- TECtegal and administrative costs.

Gain on Subsidiary's Stock Transactions, net. $hgance of MFS stock for acquisitions by MFS awrdetkercise of MFS employee stock
options resulted in a $3 million net gain to then@any in 1995. In 1994 the Company settled a cgatihpurchase price obligation resulting
from MFS' 1990 purchase of Chicago Fiber Optic Goafion ("CFQ"). The former shareholders of CFOepted MFS stock previously held
by the Company, valued at market prices, as payofehe obligation. This transaction, along witlke issuances of stock for acquisitions and
employee stock options, resulted in a $28 milliehgain before taxes. The Company has recognized gad losses from sales and issua

of stock by MFS on the statement of earnings. WighSpin-off of MFS, these types of gains will nogder be recognized for MFS
transactions.

Investment Income, net. Investment income incre84éd to $79 million in 1995. Improvements in intramcome and equity earnings,
primarily from CalEnergy Company, Inc. ("CE"), addclines in losses on the sales of securities mednational energy project development
expenses all contributed to the increase in investrimcome. Proceeds from the C-TEC rights offedind the sale of its mobile services
group, along with the Whitney Benefits settlemenrtdbuted to a higher average portfolio balanoca iacreased interest income. The
Company also recognized equity earnings, net oflgdbamortization, from CE of $10 million in 199%mpared to $5 million in 1994. This
increase is primarily attributable to the succdssferger of Magma Energy operations into CE in 1988995, losses on the sale of secui
declined 87% from 1994 primarily due to the realien of the Company's investment portfolio fromefil rate securities to mutual funds
portfolios with differing investment objectives. Bdopmental expenses declined 75% in 1995 primdrily to the reimbursement of prior
year expenses and the capitalization of current ge@unts

Interest Expense, net. Interest expense in 199%&deed 33% compared to 1994. The decline is ptiyrduie to C-TEC's prepayment of
senior secured notes in December 1994,

Other, net. In 1995, other income primarily inclade$21 million gain on the exchange of the Com[saggid operations in Nevada for the
common stock of Kinross Gold Corporation and setfet proceeds of $135 million from the Whitney Bfisditigation. Other income als



includes gains and losses from the dispositiorroperty, plant and equipment and other assets95 aad 1994.

Equity Loss in MFS. MFS is a leading provider ofrcaunication services to business. Through its dpgraubsidiaries, MFS provides a
wide range of high quality voice, data, networktegsintegration and other enhanced services. Thep@ay's losses associated with MFS
continued to increase, primarily because of thelacated expansion activities announced in 19931888. These expansion activities req
significant initial development and roll out expessn advance of anticipated revenues and contimoegatively effect the operating results
of MFS. After September 30, 1995, the date of thie-8ff, the Company no longer includes MFS' resiiitits financial statements.

Income Tax Benefit (Provision). The effective inaiax rate for 1995 differs from the statutory rat@5% due primarily to $93 million of
income tax benefits from the reversal of certaifedted tax liabilities originally recognized on gaifrom previous MFS stock transactions
that are no longer required due to the tax-free-sffiof MFS and adjustments of prior year tax psgons. In 1994, the rate is lower than 35%
primarily due to adjustments to prior year tax ps@ns.

Results of Operations 1994 vs. 1993

Construction.  Construction revenue incre ased by $386
million or 22% in 1994. The Company's share of joint venture
revenue also rose 22% in 1994 and accounted for 24% of total

construction revenue in 1994 and 1993. Severatlaogptracts awarded in 1992 and early 1993 con&ribto the overall increase in revenues,
the largest of which was San Joaquin. Also contiriguto the increase were revenues generated fiemAPAC acquisition. Contract backlog
at December 31, 1994 was $2.2 billion, of which 168&6 attributable to foreign operations, principaanada and the Philippines. Projects
on the west coast accounted for 40% of the toteklbg.

Direct costs associated with construction contramtseased $404 million or 26% to $2.0 billion iB94. Costs as a percentage of revenue
were approximately 92% and 89% for 1994 and 1993.

In 1994, the margins were adversely affected by @esrruns and a more competitive market envirortm®&i$20 million reduction of
reserves previously established for the Denmarkelproject favorably impacted 1993 margins.

Mining. Mining revenue increased $16 million or T4.994. This increase was primarily due to anéase in spot sales. Mining gross prc
were 46% in 1994 and 47% in 1993.

Alternate source coal sales by Black Butte and Betk1994 were consistent with 1993. Alternatersewoal consists of coal purchased
from unaffiliated mines located in the Powder RiBasin area of Wyoming and from a mine in which@@npany has a 50% interest. In
1994, alternate source coal sales accounted for@0®venues and 47% of gross profits compared % &8nd 51% in 1993.

Telecommunications. C-TEC generated telecommumicatievenue for the Company of $291 million and $dl8on in 1994 and 1993. The
1993 figures represent activity from the acquisititate. C-TEC's telephone group and cable groupéhahue of $122 million and $95
million. The cellular group, sold in 1994, the lodigtance group and communications services greapmted the balance. Overall, C-TEC's
revenues increased 5% in 1994. Increases in iateratcess revenues for the telephone group, adfifional subscribers for the cable gre
and increased business and residential marketrpdinatfor the long distance group all contributedhe increase in revenue.

The cost of revenue for C-TEC included in the Conyfmresults was $189 million and $42 million ir@2%nd 1993. The costs in 1994 are
primarily attributable to the telephone group - $8illion and the cable group - $71 million. TEC's cost of revenue increased at a highet
than revenue in 1994. The costs associated withldeiwng the long distance business, primarily thering of four new sales offices in late
1993, advertising expenses and promotional anddigacampaigns designed to obtain a greater mahieat were the reasons for the
increase.

General and Administrative Expenses. General andrastrative expenses in 1994 exceeded those & b9%6%. The inclusion of a full
year of (-TEC's operations is responsible for the majorftthe increase. Overall, C-TEC's general and adstrative expenses remained
fairly consistent in 1994. The remaining increasgeneral and administrative expenses was attblaita an increase in payroll expenses
partially offset by lower professional fees.

Gain on Subsidiary's Stock Transactions, net. B41¢he Company settled a contingent purchase pdpestment resulting from MFS' 1990
purchase of CFO. The former shareholders of CF@med MFS stock previously held by the Companyyeglat market prices, as payment
of the obligation. This transaction, along with €S issuance of stock for the Cylix and RealConuéitions and MFS employee stock
options, resulted in a $54 million pre-tax gairtte Company. Deferred taxes were provided on thases.

Investment Income, net. The improvement in investnmecome was directly attributable to a decling88 million in losses from the sale ¢
writedown of derivative and other securities. Raltioffsetting the decline in losses was a $5imilldecrease in interest and dividend incc
and the recognition of $4 million of developmergapenses associated with the international enewjggis being jointly developed by the
Company and CE



Interest Expense, net. Interest expense increégeificantly in 1994. The interest on the debt ased in the C-TEC acquisition, $33 million,
was primarily responsible for the increase.

Other, net. Debt prepayment penalties incurred iyEC were primarily responsible for the decline.

Income Tax Benefit (Provision). The effective inaoiax rate for 1994 and 1993 differed from theustay rate of 35% due primarily to
adjustments of prior year tax provisions. Dividenalusions and mineral depletion deductions alsdritiuted to the lower effective rate in
1993.

Financial Condition - December 30, 1995

The Company's working capital, exclusive of MFS;réased $19 million or 2% during 1995. The decreasemainly due to cash used to
fund investing activities. The decrease was p#ytafset by cash flows from operations, includihg receipt of the Whitney settlement of
$135 million.

Investing activities include $161 million of capiexpenditures, $260 million of investments and $§3bion of deferred development costs.
The investments primarily include C- TEC's $84 ioilloutlay for 40% of Megacable and $37 millionlaytfor Twin County, KDG's $85
million investment in two Philippine power projec&9 million purchase of CE stock, $8 million ist@ent in geothermal power plants in
Indonesia and $6 million for a 19% interest in altreare software development company. These autleye partially offset by $29 million
of proceeds from the sale of property, plant andpgent and other investments.

Financing sources include $30 million of lotegm debt borrowing for the construction financofa privately owned toll road, $45 million
short-term borrowings and $25 million from the saléhe Company's common stock. Financing usesistaasof C-TEC's $27 million outlay
for the net payment of lontgrm debt, $6 million of payments on stockholdeates, $6 million for stock repurchases and $18amibf Class
B&C Stock dividends.

In 1995, the Company received the final paymen® ($@lion) for the sale of certain discontinued kaging operations.

In addition to the telecommunications activitiescéed below, the Company anticipates investirtggben $45 and $85 million annually in
its construction and mining businesses, includipgastunities to acquire additional materials busges. The Company also anticipates
making significant investments in its infrastruet@nd energy businesses - including its joint venagreement with CE covering
international power project development activitiesd searching for opportunities to acquire capitansive businesses which provide for
long-term growth. Other long-term liquidity useslide payment of income taxes and repurchasin@tmepany's stock. The Company's
current financial condition and borrowing capaahpuld be sufficient for future operating and irtirgs activities.

In October 1995, the PKS Board of Directors dedatiwidends of $.60 and $.50 per share for Clas€B#&d Class D Stock, respectively,
payable in January 1996.

In November 1995, C-TEC announced that it had eedjag investment banker to assist with evaluatirsgegic alternatives for its various
business units with a view toward enhancing shddelhwalue. C-TEC is now planning to distributdtsshareholders in a tax-free spin-off
the Telephone Group, the Communications Servicesiirand certain other assets. Following the sflirGeTEC plans to combine its
remaining businesses, which will consist of its @stic Cable Group, with a third party pursuant texafree, stock-for-stock transaction. C-
TEC has received a number of inquiries regardimgdmestic Cable Group and is holding discussidattsimterested parties.

In March, under the terms of an agreement, RCN @atpn ("RCN") will pay C-TEC approximately $123llion for certain of C-TEC's
assets, including the Long Distance Group, C-TE€rivational, which holds the 40% interest in Med@eaS.A. de C.V., and Residential
Communications Network, a starp-joint effort with RCN which plans to provide@éebmmunications services to the residential maFkeéN
will purchase Residential Communications Netwonkdash in a transaction expected to close in A@46. RCN's purchase of the other
businesses for cash or C-TEC stock, at RCN's opsagxpected to close in the second half of 198&. transactions are subject to certain
conditions including the receipt of all necessagulatory approvals. The agreement with RCN costairepurchase option under which C-
TEC can reacquire the businesses if a restructwfi@ TEC's main businesses does not occur. Additip, C-TEC retains a warrant to
reacquire a six percent stake in Residential Conications Network. The agreement with RCN was appddey a special committee of the
board of directors of C-TEC, composed of directmaffiliated with either RCN or the Company.

Also in March, RCN entered into an asset purchgseement, along with other ancillary agreementhWwiberty Cable Company, Inc.
("Liberty") to purchase an 80 percent interestentain private cable systems in New York City aakbsted areas of New Jersey. The
transaction closed on March 6, 1996. The cableegysiprovide subscription television services usiigrowave frequencies. RCN deposited
$27 million in an escrow account which was releasethe closing date. In addition, RCN issued a®ilbon promissory note that is
expected to be paid in 1996.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial statements and supplementary financiatimation for Peter Kiewit Sons', Inc. and Subdiidis.begin on page P1. Separate finai
statements and financial statement schedules édighwit Construction & Mining Group and the Kievibiversified Group have been filed



Exhibits 99.A and 99.B to this report. The Compauily furnish a copy of such exhibits without changgon the written request of a
stockholder addressed to Stock Registrar, PeteviK&ons', Inc., 1000 Kiewit Plaza, Omaha, Nebra&&s31.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE.

None.

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT.
ITEM 11. EXECUTIVE COMPENSATION.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The information required by Part lll is incorporditey reference from the Company's definitive pretgtement for the Annual Meeting of
Stockholders to be held on June 8, 1996. Howeegtain information is set forth under the capti@xé&cutive Officers of the Registrant”

following Item 4 above.

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS

ON FORM 8-K.

PART IV

(a) Financial statements and financial statememtdgles required to be filed for the registrantarritems 8 or 14 are set forth following the

index page at page P1.

Exhibits filed as a part of this report are listedow. Exhibits incorporated by reference are iat#d in parentheses.

Exhibit

Number  Description

3.1 Restated Certificate of Incorporation,
January 8, 1992 (Exhibit 3.1 to Company
1991).

3.4 By-laws, composite copy, including all
of March 19, 1993 (Exhibit 3.4 to Compa
for 1992).

21 List of subsidiaries of the Company.

27 Financial data schedules.

99.A Kiewit Construction & Mining Group Fina
and Financial Statement Schedules and M
Discussion and Analysis of Financial Co
Results of Operations.

99.B Kiewit Diversified Group Financial Stat
Financial Statement Schedules and Manag
Discussion and Analysis of Financial Co
Results of Operations.

(b) No Form 8-K was filed during the fourth qua
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Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, on the 29th day of March, 1996.

PETER KIEWIT SONS', INC.

By: /s/ Richard R. Jaros



Richard R. Jaros
Executive Vice President
Chief Financial Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities indicatecher29th day of March, 1996.

/sl Walter Scott, Jr. Chairman of the Boa rd and President
Walter Scott, Jr. (principal executiv e officer)
/sl Richard R. Jaros Director, Executive Vice President-
Richard R. Jaros Chief Financial Off icer

(principal financia | officer)
/sl Eric J. Mortensen Controller
Eric J. Mortensen (principal accounti ng officer)

/sl Richard W. Colf
Richard W. Colf, Director

/sl James Q. Crowe /sl Tait P. Johnson
James Q. Crowe, Director Tait P. Johnson, Di rector
/sl Robert B. Daugherty /s/ Robert E. Julia n
Robert B. Daugherty, Director Robert E. Julian, D irector
/sl Richard Geary /sl Leonard W. Kear ney
Richard Geary, Director Leonard W. Kearney, Director
/sl Bruce E. Grewcock /sl Peter Kiewit, J r.
Bruce E. Grewcock, Director  Peter Kiewit, Jr., Director
/s/ William L. Grewcock /sl Kenneth E. Stin son
William L. Grewcock, Director Kenneth E. Stinson, Director
/sl Charles M. Harper /sl George B. Toll, Jr.
Charles M. Harper, Director George B. Toll, Jr. , Director

LIST OF SUBSIDIARIES

OF

PETER KIEWIT SONS', INC.
DECEMBER 30, 1995

Peter Kiewit Sons', Inc. (Delaware)

Kiewit Construction Group Inc. (Delaware) Kiewit @siruction Company (Delaware) Kiewit Pacific Coe(Bware) Kiewit Mining Group
Inc. (Delaware) Kiewit Western Co. (Delaware) Gitb®outhern Corp. (Delaware) Kiewit Diversified GmInc. (Delaware) PKS Informati
Services, Inc. (Delaware) Continental Holdings IfW#yoming) CCC Canada Holding, Inc. (Delaware) Thantinental Group of Canada, It

(Ontario)

Continental Kiewit Inc. (Delaware)

Kiewit Energy Group Inc. (Delaware) Kiewit Coal Pagties Inc. (Delaware) Black Butte Coal Compar32)

(joint venture)

Decker Coal Company (50%) (joint venture)
Kiewit Energy Company (Delaware)
CalEnergy Company, Inc. (24%) (Delaware)

Peter Kiewit Sons' Co. (Nebraska) RCN Corporatfad?4) (Delaware) C-TEC Corporation (50%) (Pennsyi@p@ommonwealth Telephone
Company



(Pennsylvania)
C-TEC Cable Systems, Inc. (Delaware)
The subsidiaries listed above include "significamtbsidiaries as defined in Rule 1-02(w) of RegoiaS-X, and certain other subsidiaries.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Index to Financial Statements
and Financial Statement Schedule
Report of Independent Accountants

Consolidated Financial Statements as
of December 30, 1995 and December 31, 1994 aritiédathree years ended December 30, 1995:

Consolidated Statements of Earnings

Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consolidated Statements of Changes in StockholBqrsty

Notes to Consolidated Financial Stateme
Consolidated Financial Statement Schedule forhiheetyears ended December 30, 1995:
lI--Valuation and Qualifying Accounts and Reserves

Schedules not indicated above have been omittemlise®f the absence of the conditions under whiep &re required or because the
information called for is shown in the consolidafedncial statements or in the notes thereto.

REPORT OF INDEPENDENT ACCOUNTANTS

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

We have audited the consolidated financial statésrneemd the financial statement schedule of PetewKiSons', Inc. and Subsidiaries as i
in the index on the preceding page of this FornK1These financial statements and the financidéstant schedule are the responsibility of
the Company's management. Our responsibility &xfiess an opinion on these financial statememntdiaancial statement schedule base
our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts,¢onsolidated financial position of Peter
Kiewit Sons', Inc. and Subsidiaries as of DecenderL995 and December 31, 1994, and the consalideselts of their operations and their
cash flows for each of the three years in the geginded December 30, 1995 in conformity with gelheazcepted accounting principles. In
addition, in our opinion, the financial statemechedule referred to above, when considered inioel&b the basic financial statements taken
as a whole, presents fairly, in all material respethe information required to be included therein

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 19, 1996

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Statements of Earnil



For the three years ended December 30, 1995

(dollars in millions, except per share data) 1995 1994 1993
Revenue $ 2,90 2% 2,704 $ 2,050
Cost of Revenue (2,47 4) (2,314) (1,742)
42 8 390 308
General and Administrative Expenses (26 6) (225) (154)
Operating Earnings 16 2 165 154
Other Income (Expense):
Gain on Subsidiary's Stock Transactions, net 3 54 211
Investment Income, net 7 9 43 17
Interest Expense, net (2 5 (38) (14)
Other,net 15 7 16 24
21 4 75 238
Equity Loss in MFS (13 1) (102) (13)
Earnings Before Income Taxes and
Minority Interest 24 5 138 379
Income Tax Benefit (Provision) 1 1 (290 (118)
Minority Interest in Net (Income) Loss of
Subsidiaries (1 2) 1 -
Net Earnings $ 24 4 $110 $261

Net Earnings Attributable to Class
B&C Stock $ 10 4 $77 $ 80

Net Earnings Per Common and Common
Equivalent Share:
Class B&C $ 7.7 8 $4.92 $4.63

Class D $ 6.4 5 $1.63 $9.08

See accompanying notes to consolidated financ#tsients.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Balance Sheets
December 30, 1995 and December 31, 1994
(dollars in millions, except per share data) 1 995 1994

Assets

Current Assets:

Cash and cash equivalents $ 457 $ 400
Marketable securities 604 910
Receivables, less allowance of $12 and $9 329 414
Note receivable from sale of discontinued

operations - 29
Costs and earnings in excess of billings on

uncompleted contracts 78 126
Investment in construction joint ventures 73 69
Deferred income taxes 66 74
Other 59 81
Total Current Assets 1, 666 2,103

Property, Plant and Equipment, at cost:



Land 33 30

Buildings 98 206
Equipment 1, 246 1,739
1 377 1975
Less accumulated depreciation and amortization ( 710) (731)
Net Property, Plant and Equipment 667 1,244
Investments 538 313
Intangible Assets, net 515 749
Other Assets 77 83
$3, 463 $ 4,492

See accompanying notes to consolidated financssients.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Balance Sheets

December 30, 1995 and December 31, 1994

(dollars in millions, except per share data) 1 995 1994
Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 240% 344
Short-term borrowings 45 -
Current portion of long-term debt:

Telecommunications 36 26

Other 6 7
Accrued costs and billings in excess of

revenue on uncompleted contracts 121 143
Accrued insurance costs 79 75

Other 139 206
Total Current Liabilities 666 801
Long-Term Debt, less current portion:
Telecommunications 264 827

Other 106 81
Deferred Income Taxes 236 302
Retirement Benefits 54 67
Accrued Reclamation Costs 100 103
Other Liabilities 216 127
Minority Interest 214 448

Stockholders' Equity:
Preferred stock, no par value, authorized
250,000 shares:
no shares outstanding in 1995 and 1994 - -
Common stock, $.0625 par value,
$1.5 billion aggregate redemption value:
Class B, authorized 8,000,000 shares: 263,468
outstanding in 1995 and 1,000,400
outstanding in 1994 - -
Class C, authorized 125,000,000 shares:
10,616,901 outstanding in 1995 and
15,087,028 outstanding in 1994 1 1
Class D, authorized 50,000,000 shares:
23,024,974 outstanding in 1995 and

20,391,568 outstanding in 1994 1 1
Additional paid-in capital 210 182
Foreign currency adjustment ®
Net unrealized holding gain (loss) 17 (8)
Retained earnings 1, 384 1,567

Total Stockholders' Equity 1, 607 1,736



$3, 463 $ 4,492

See accompanying notes to consolidated financsgstents
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the three years ended December 30, 1995

(dollars in millions) 1995 1994 1993

Cash flows from continuing operations:

Net Earnings $ 244 $ 110 $ 261
Adjustments to reconcile net

earnings to net cash provided by

continuing operations:

Depreciation, depletion and amortization 152 217 99
(Gain) loss on sale of property, plant
and equipment, and other investments (40 ) 5 23
Gain on subsidiary's stock transactions,
net 3 ) (54) (211)
Equity (earnings) loss 116 (10) (10
Noncash interest expense - 40 -
Minority interest in subsidiaries 12 (50) (3)
Decline in market value of investments - - 21
Retirement benefits paid (2 ) ®) (@7
Deferred income taxes (147 ) (40) 57
Change in working capital items:
Receivables 3 (49) 9
Other current assets 19 (67) (48)
Payables - 42 47
Other liabilities 80 19 13
Other - 8 45
Net cash provided by continuing operations 434 165 286

Cash flows from investing activities:
Proceeds from sales and maturities of

marketable securities 60 5 1,876 4,927
Purchases of marketable securities (61 3) (1,718) (5,231)
Acquisitions, excluding cash acquired (23 1) (254) (146)
Proceeds from sale of cellular properties - 182 -

Proceeds from sale of property, plant and

equipment, and other investments 2 9 20 38
Capital expenditures (16 1) (513) (192)
Investments in affiliates (2 9) (34) (14
Acquisition of minority interest - (6) 2)
Deferred development costs and other 3 8) (49) (35
Net cash used in investing activities $ (43 8)$ (496) $ (655)

See accompanying notes to consolidated financsisients.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

For the three years ended December 30, 1995

(continued)
(dollars in millions) 199 5 1994 1993
Cash flows from financing activities:
Long-term debt borrowings $ 52 $693 $ 21
Payments on long-term debt,
including current portion ( 52) (309) (8)
Net change in short-term borrowings 45 - (80)

Issuances of common stock 25 21 24



Issuances of subsidiaries' stock - 70 458
Repurchases of common stock 6) ((31) (59
Dividends paid ( 13) (13) 27)

Net cash provided by financing activities 51 431 334

Cash flows from discontinued packaging

operations:
Proceeds from sales of discontinued

packaging operations 29 5 110
Other cash provided by

discontinued packaging operations - - 20

Net cash provided by discontinued

packaging operations 29 5 130
Cash and cash equivalents of MFS

at beginning of year ( 22) - R
Effect of exchange rates on cash 3 Q) 2)
Net increase in cash and cash—;quivalents g? ml-(—)4 ------ 93

Cash and cash equivalents at
beginning of year 4 00 296 203

Cash and cash equivalents at end of year $4 57 $400 $ 296

Supplemental disclosure of cash
flow information:

Taxes $2 01 $ 115 $ 83
Interest 35 41 7
Noncash investing and financing activities:
Dividend of investment in MFS $3 9 $ - $ -
Issuance of C-TEC redeemable preferred
stock for acquisition 39 - -
Disposition of gold operations in
exchange of Kinross common stock 21 - -
Issuance of MFS stock for acquisitions - 71 -
MFS stock transactions to settle contingent
purchase price adjustment - 25 -

See accompanying notes to consolidated financ#tsients.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Statements of Changes in StockholBqtsty For the three years ended December 30, 1995

Class Class Net B & C D Additional Foreign UnreaizZCommon Common Paid-in Currency Holding Retained

Stock Stock Capital Adjustment G ain (Loss) Earnings Total
(dollars in millions)
Balance at

December 26,

1992 $1 $1 $145 $3 $ $1,308 $1,458

Issuances

of stock - - 24 - - - 24
Repurchases

of stock - - 5) - - (49) (54)
Foreign

currency

adjustment - - - (6) - - (6)
Net

unrealized

holding gain - - - - 9 - 9
Net earnings - - - - - 261 261

Dividends:(a)
Class B&C
($.70 per



common share) - - - - - (12) (12)

Class D ($.50
per common

share) - - - - - (10) (10)

Balance at
December 25,
1993 1 1 164 ?3) 9 1,499 1,671

Issuances of
stock - - 21 - - - 21

Repurchases
of stock - - 3 - - (28) (31)

Foreign
currency
adjustment - - -4 - - (4)

Net

unrealized

holding

(loss) - - - - ( 17) - 1

Net
earnings - - - - - 110 110

Dividends:(b)

Class B&C

($.90 per

common

share) - - - - - 14) @149

Balance at
December

31,1994%$1$1%$182%(7)$(8) $1,567$ 1,736
See accompanying notes to consolidated financsients
PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Statements of Changes in StockholHqtsty For the three years ended December 30, 1995

(continued)

Class Class Net B & C D Additional Foreign UnreatizZCommon Common Paid-in Currency Holding Retaibeatk Stock Capital
Adjustment Gain (Loss) Earnings Total

Balance at
December
31,1994 $1 $ 1 $ 182 $(7) $ (8) $ 1,567 $1,736

Issuances
of stock - - 29 - - - 29

Repurchases
of stock - - @ - - (5B) (©6)

Foreign
currency
adjustment - - - 1 - - 1

Net

unrealized

holding gain - - - - 25 - 25
Net earnings - - - - - 244 244

Dividends: (c)
Class B&C



($1.05 per
common
share) - - - - - (12) (12)

Class D

($.50 per

common

share) - - - - - (11) (1)

MFS
Dividend - - - - - (399) (399)

Balance
at
December

30,1995$1$1%$210%(6)$17 $1,384 $ 1,607
(@)Includes $.40 per share for dividends on Cla&€ Btock declared in 1993 but paid in January 1994.
(b)Includes $.45 per share for dividends on Cla&€ Btock declared in 1994 but paid in January 1995.

(c)Includes $.60 and $.50 per share for dividemd€lass B&C Stock and Class D Stock, respectivaddglared in 1995 but paid in January
1996.

See accompanying notes to consolidated financsgisients.
PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
(1) Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include to®ants of Peter Kiewit Sons', Inc. and subsidgaiiewhich it owns more than 50% of the
voting stock ("PKS" or "the Company"), which aregaged in enterprises primarily related to constomgtmining and telecommunications.
Fifty-percent-owned mining joint ventures are cditsded on a pro rata basis. Investments in otbherganies in which the Company
exercises significant influence over operating financial policies and construction joint ventueee accounted for by the equity method. In
addition, the Company accounts for its investméntsternational energy projects using the equigtmd. The Company accounts for its
share of the operations of the construction joéritures on a pro rata basis in the consolidateenstats of earnings. All significant
intercompany accounts and transactions have basaimated.

Construction Contracts

The Company operates generally within North Amesisa general contractor and engages in vario@s typconstruction projects for both
public and private owners. Credit risk is minimathwpublic (government) owners since the Comparmgdains that funds have been
appropriated by the governmental project ownerrgda@commencing work on public projects. Most paldontracts are subject to termination
at the election of the government. In the evenieohination, the Company is entitled to receivedbetract price on completed work and
reimbursement of termination related costs. Crgshtwith private owners is minimized because atibry mechanics liens, which give the
Company high priority in the event of lien forealoss following financial difficulties of private avers.

The construction industry is highly competitive dadks firms with dominant market power. A subsi@rnortion of the Company's business
involves construction contracts obtained throughmpetitive bidding. The volume and profitability tife Company's construction work
depends to a significant extent upon the geneaite sif the economies in which it operates and theme of work available to contractors.
The Company's construction operations could beradiyeaffected by labor stoppages or shortagesradwveather conditions, shortages of
supplies, or other governmental action.

The Company recognizes revenue on long-term castgirucontracts and joint ventures on the percent#ecompletion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recoagphbn uncompleted contracts when they
become known. Claims for additional revenue areggized in the period when allowed. It is at leasisonably possible that engineering
estimates of the work performed on individual caats will be revised in the near term.

Assets and liabilities arising from constructionivtes, the operating cycle of which extends oseveral years, are classified as current i
financial statements. A o-year time period is used as the basis for classifio of all other current assets and liabilit



PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
Coal Sales Contracts

The Company's coal is sold primarily under longrt&ontracts with electric utilities, which burn t@aorder to generate steam to produce
electricity. A substantial portion of the Compangtal sales were made under long- term contracteg @995, 1994 and 1993. The
remainder of the Company's sales are made on ttersgrket where prices are substantially lower tiwse in the long-term contracts. As
the long-term contracts expire, a higher proportibthe Company's sales will occur on the spot mtark

The coal industry is highly competitive. The Compaompetes not only with other domestic and foreigal suppliers, some of whom are
larger and have greater capital resources tha@dngpany, but also with alternative methods of gatireg electricity and alternative energy
sources. Many of the Company's competitors areeddny two railroads and, due to the competitioterobenefit from lower transportation
costs than the Company which is served by a siagi®ad. Additionally, many competitors have lovetripping ratios than the Company,

often resulting in lower comparative costs of prctthn.

The Company is also required to comply with varitederal, state and local laws concerning proteatiothe environment. The Company
believes its compliance with environmental protttind land restoration laws will not affect itsrmqetitive position since its competitors .
similarly affected by such laws.

The Company and its mining ventures have entettedverious agreements with its customers whichutdip delivery and payment terms for
the sale of coal. Prior to 1993, one of the primargtomers deferred receipt of certain commitmbntsurchasing undivided fractional
interests in coal reserves of the Company and thengwentures. Under the arrangements, revenueaeeagnized when cash was received.
The agreements with this customer were renegotint2€92. In accordance with the renegotiated ageses, there were no sales of interests
in coal reserves subsequent to January 1, 1993Cohgany has the obligation to deliver the coadmess to the customer in the future if the
customer exercises its option. If the option isreised, the Company presently intends to delivat ftom unaffiliated mines and a mine in
which the Company has a 50% interest. In the opinfomanagement, the Company has sufficient caalrves to cover the above sales
commitments.

The Company's coal sales contracts are with segbgetric utility and industrial companies. In #went that these customers do not fulfill
contractual responsibilities, the Company wouldsperthe available legal remedies.

Telecommunications Revenues

C-TEC Corporation's ("C-TEC"), most significant o@ng groups are its local telephone service afdecsystem operations. C-TEC's
telephone network access revenues are derivedrfedraccess charges, toll rates and settlementgammeents for traffic that originates or
terminates within C-TEC's local telephone compdsvenues from telephone services and basic andyreaable programming services
are recorded in the month the service is provided.

The telecommunications industry is subject to lpstite and federal regulation. Consequently, biléyaof the telephone and cable groups to
generate increased volume and profits is largely
PETER KIEWIT SONS', INC.

Notes to Consolidated Financial Statements
dependent upon regulatory approval to expand custbases, increase prices and limit expenses.

Competition for the cable group's services traddity has come from broadcast television, videdaisrand direct broadcast satellite received
on home dishes. Future competition is expected tedephone companies.

Concentration of credit risk with respect to acasueceivable are limited due to the dispersiooustomer base among geographic areas anc
remedies provided by terms of contracts and sttute

Depreciation and Amortization

Property, plant and equipment are recorded at Baegireciation and amortization for the majoritytteé Company's property, plant and
equipment are computed on accelerated and striightaethods. Depletion of mineral properties isvidled primarily on an units-of-
extraction basis determined in relation to estimaéserves.

In accordance with industry practice, certain thtape plant owned by C-TEC valued at $233 milliodegpreciated based on the estimated
remaining lives of the various classes of deprdeipboperty and straight-line composite rates. W@perty is retired, the original cost, plus
cost of removal, less salvage, is charged to aclatedidepreciatior



Intangible Assets

Intangible assets primarily include amounts alledaipon purchase of existing operations, frandamsksubscriber lists and development
costs. These assets are amortized on a straighbdisis over the expected period of benefit, whimds not exceed 40 years.

The Company reviews the carrying amount of intalegdssets for impairment whenever events or chainggs cumstances indicate that the
carrying amount may not be recoverable. Measurewfeanty impairment would include a comparison dineated future operating cash
flows anticipated to be generated during the remagilife of the asset to the net carrying valu¢haf asset.

Pension Plans

The Company maintains defined benefit plans prilpéor packaging employees who retired prior to disposition of the packaging
operations. Benefits paid under the plans are basgears of service for hourly employees and yehservice and rates of pay for salaried
employees.

Substantially all of C-TEC's employees are incluited trusteed noncontributory defined benefit pldpon retirement, employees are
provided a monthly pension based on length of serand compensation.

The plans are funded in accordance with the remgrgs of the Employee Retirement Income Securityohd974.
PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
Reserves for Reclamation

The Company follows the policy of providing an aerfor reclamation of mined properties, basednendstimated cost of restoration of s
properties, in compliance with laws governing striming. It is at least reasonably possible thataktimated cost of restoration will be
revised in the near-term.

Foreign Currencies

The local currencies of foreign subsidiaries ageftmctional currencies for financial reporting poses. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revand expenses are translated using average gechates prevailing during the year.
Gains or losses resulting from currency translagianrecorded as adjustments to stockholders'yequit

Subsidiary Stock Sales and Issuances
The Company recognizes gains and losses from teg aad issuances of stock by its subsidiaries.
Earnings Per Share

Primary earnings per share of common stock have bemputed using the weighted average number oéstrtstanding during each year.
Fully diluted earnings per share have not beereptes because it is not materially different frorimary earnings per share. The number of
shares used in computing earnings per share wéo@ss:

1995 1994 1993
ClassB & C 13,384,434 15,697,724 17,290,971
Class D 21,718,792 20,438,806 19,941,885
Income Taxes
Deferred income taxes are provided for the di fferences

between the financial reporting and tax basis ef@ompany's assets and liabilities using enacterhatas in effect for the year in which the
differences are expected to reverse.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsveinges and expenses during the reporting perioaiahcesults could differ from those
estimates



PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
Reclassifications

Where appropriate, items within the consolidatedficial statements and notes thereto have beassédw@d from previous years to conform
to current year presentation.

Fiscal Year

The Company's fiscal year ends on the last SaturdBgcember. There were 52 weeks in fiscal ye@85knd 1993 and 53 weeks in the
fiscal year 1994.

C-TEC has a calendar fiscal year.
(2) MEFS Spin-off

The PKS Board of Directors approved a plan to neatax- free distribution of its entire ownershigeirest in MFS Communications
Company, Inc. ("MFS"), effective September 30, 1983he Class D stockholders (the "Spin-off") afpacial meeting on September 25,
1995.

The Spin-off was completed after PKS and Kiewit@aified Group, Inc., a wholly owned first tier sidiary of PKS ("KDG"), agreed with
MFS to effect a recapitalization of MFS pursuanivtich KDG exchanged a portion of the MFS Commarcktheld by KDG for certain
high-vote convertible preferred stock. In additipripr to completing the Spin- off, PKS purchasddiional shares of MFS Common Stock
which were subsequently distributed to the Classdakholders.

PKS completed an exchange offer prior to the Sffinvhereby 4,000,000 shares of Class B Stock amd<CC Stock (Class B&C") were
exchanged for 1,666,384 shares of Class D Sto¢krams similar to those under which Class B&C Stoak be converted into Class D Stock
during the annual conversion period provided fathin Company's Certificate of Incorporation. Thevarsion ratio used in the exchange was
calculated using final 1994 stock prices adjustedlf95 dividends.

After the recapitalization of MFS and the exchanffer discussed above, shares were distributeti®@ibasis of approximately 1.741 share
MFS Common Stock and approximately .651 sharesk® Mreferred Stock for each share of outstandiagsdD Stock.

The net investment in MFS distributed on Septen3iBer1 995 was approximately $399 million.

The results of operations of MFS have been claskds a single line item on the statements of mgsrfor the three years ended December
30, 1995. MFS is consolidated in the 1994 balaheetsand the 1994 and 1993 statements of cash.flows

PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements

Operating results of MFS through September 30, HRbfor fiscal years 1994 and 1993 are summassddllows:

(dollars in millions) 1995 1994 1993
Revenue $ 412 $ 287 $ 141
Loss from operations (176) (136) (31)
Net loss (196) (151) (16)
PKS' share of loss in MFS  (131) (102) (13)

Included in the income tax benefit on the consddidastatement of earnings for the year ended DeeeBth 1995, is $93 million of tax
benefits from the reversal of certain deferredlighilities, recognized on gains from previous M§t8ck transactions, that will not be taxed
due to the Spin-off.

(3) Acquisitions

During 1995, the Company and its subsidiaries aeduhe entities described below. The Company basuated for the transactions as
purchases and consolidated the operating resolte #ie acquisition dates. Purchase prices in exafabe fair market values of net assets
acquired have been recorded as goodwill, in intalegissets



C-TEC completed the first step of an acquisition @fiTf County Trans Video, Inc. ("Twin County") in M&®95. Twin County provides cal
television service to 74,000 subscribers in eadtemmsylvania. In consideration for 40% of the @dsitock of Twin County, G-EC paid $2!
million in cash and issued a $4 million note ofstdsidiary, C-TEC Cable Systems, Inc. In addit©f[EC paid $11 million in consideration
of a noncompete agreement. The remaining outstgradimmon stock of Twin County was acquired in Segter 1995 in exchange for $52
million stated value redeemable preferred stocB-GIEC. The preferred stock has a stated dividetedaB5%, beginning January 1, 1996.
The fair value of the preferred stock, as deterchimg an independent appraiser, is $39 million angcorded in other liabilities. Goodwill of
$18 million is being amortized over 10 years.

Pursuant to a stock rights offering in August 1995TEC acquired majority voting control of Mercomg¢. ("Mercom") through the exercise
of stock rights and over subscription privilegesmediately prior to the rights offering, C- TEC cath43% of the outstanding common stock
of Mercom and accounted for it under the equityhodt For the aggregate consideration of approxim&emillion, C-TEC increased its
ownership interest to 62% and accordingly constdid&ercom in its financial statements. C-TEC'altotvestment exceeded the underlying
equity of Mercom by $11 million which is amortizeder 15 years.

PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements

The following unaudited pro forma information shathie results of the Company as though the C-TEQiaitipns occurred at the beginning
of 1995 and 1994. These results include certainsaaients, primarily increased amortization, anehadbnecessarily indicate future results,
nor the results of historical operations had thguésitions actually occurred on the assumed dates.

(in millions, except per share data) 1995 1994
Revenue $2,920 $2,741
Net Earnings 239 102
Earnings Per Share of Class D Stock 6.23 1.26

(4) Gain on Subsidiary's Stock Transactions, net

In May 1993, MFS sold 12.7 million shares of comnstock to the public at an initial offering price%20 per share for $233 million, net of
certain transaction costs. An additional 4.6 millghares were sold to the public in September 1898 price of $50 per share for $218
million, net of certain transaction costs. Subs#diytall of the net proceeds from the offeringsidied MFS' growth.

In 1994, the Company settled a contingent purchase adjustment resulting from MFS' 1990 purchasghicago Fiber Optic Corporation
("CFQO"). The former shareholders of CFO accepte®Mtock previously held by the Company, valueduatent market prices, as payment
of the obligation.

The above transactions, along with the stock issemby MFS for acquisitions and employee stockoogtireduced the Company's owner:
in MFS to 71%, 67% and 66% at the end of 1993, Htiflat September 30, 1995. As a result, the Coyngaognized gains of $211 millic
$54 million and $3 million in 1993, 1994 and 19@presenting the increase in its proportionate sbialFS equity. Deferred income taxes
had been established on these gains prior to timreddip

(5) Disclosures about Fair Value of Financial lnstents
The following methods and assumptions were usetermine classification and fair values of finah@nstruments:
Cash and Cash Equivalents

Cash equivalents generally consist of highly ligmistruments purchased with an original maturityrwée months or less. The securities are
stated at cost, which approximates fair value.

PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
Marketable Securities and Non-current Investments

The Company has classified all marketable secaritied non-current investments not accounted foertine: equity method as available-for-
sale. The amortized cost of the securities usedmputing unrealized and realized gains and lassastermined by specific identification.
Fair values are estimated based on quoted mariesgdor the securities on hand or for similar stweents. Fair values of certificates of
deposit approximate cost. Net unrealized holdinigggand losses are reported as a separate compdrstatkholders' equity, net of te



PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements

The following summarizes the cost, unrealized hgdjains and losses, and estimated fair valuesadfetable securities and non-current
investments at December 30, 1995 and Decembei934, 1

Unrealized Unrealized
Amortized Holding Holding Fair

(dollars in millions)  Cost Gains Losses Value
1995

Kiewit Mutual Fund:

Short-term government  $ 121 $ 2 $ - $ 123
Intermediate term bond 90 5 - 95
Tax exempt 138 4 - 142
Equity 10 2 - 12
Equity securities 8 3 - 11
U.S. debt securities 58 - - 58
Federal agency securities 8 - - 8
Municipal debt securities 14 - - 14
Corporate debt securities 134 - - 134
Collateralized mortgage

obligations - 2 - 2
Certificates of deposit 5 - - 5
$586 $ 18 $ - $ 604

Non-current Investments:

Equity securites $ 68 $ 10 $ - $ 78
1994

Kiewit Mutual Fund:

Short-term government $ 69 $ - $1 $ 68
Intermediate term bond 232 - 5 227
Tax exempt 39 - 1 38

Equity securities 4 - 1 3
U.S. Debt securities 322 - 3 319
Federal agency securities 77 - - 77
Municipal debt securities 15 - - 15
Corporate debt securities 145 - 2 143
Collateralized mortgage
obligations 12 1 3 10
Certificates of deposit 10 - - 10

$925 $1 $16 $910

Non-current Investments:

Equity securities $ 59 $ 5 $2 $62

PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements

For debt securities, amortized costs do not vaggiicantly from principal amounts. Realized gaarsl losses on sales of marketable
securities were $1 million and $3 million in 19%&2, million and $18 million in 1994 and $31 milli@md $64 million in 1993.

At December 30, 1995 the contractual maturitiehefdebt securities are as follows:

(dollars in millions) Amortized Cost Fair Value
U.S. debt securities:
Less than 1 year $ 42 $ 42
1-5 years 16 16
$ 58 $ 58

Federal agency securities:



Less than 1 year $ 8 $ 8

Municipal debt securities:

1-5 years $ 11 $ 11

5-10 years - -

Over 10 years 3 3
$ 14 $ 14

Corporate debt securities:

Less than 1 year $ 33 $ 33

1-5 years 81 81

5-10 years 20 20
$ 134 $ 134

Certificates of deposit:

Less than 1 year $ 4 $ 4
1-5 years 1 1
$ 5 $ 5

Maturities for the mutual fund, equity securitieglacollateralized mortgage obligations have nonljgesented as they do not have a single
maturity date.

Short-term Borrowings.
Short-term borrowings approximate fair value duéhshort period of time to maturity.
PETER KIEWIT SONS', INC.
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Long-term Debt

The fair value of debt was estimated using thegmeantal borrowing rates of the Company for delihefsame remaining maturities. With
exception of C-TEC, the fair value of debt approaies the carrying amount. C-TEC's Senior Securegdd\and the Credit Agreement with
National Bank for Cooperatives have an aggregateddue of $253 million

(6) Retainage on Construction Contracts

Marketable securities at December 30, 1995 and eee 31, 1994 include approximately $62 million &&d million of investments which
are being held by the owners of various constragbimjects in lieu of retainage.

Receivables at December 30, 1995 and Decembe©94,iticlude approximately $50 million and $48 mifliof retainage on uncompleted
projects, the majority of which is expected to b#ected within one year.

(7) Investment in Construction Joint Ventures

The Company has entered into a number of constru@int venture arrangements. Under these arraagemif one venturer is financially
unable to bear its share of the costs, the othsuvers will be required to pay those costs.

Summary joint venture financial information follows

Financial Position (dollars in millions) 1 995 1994

Total Joint Ventures

Current assets $ 655 $ 563
Other assets (principally construction
equipment) 52 50
707 613

Current liabilities ( 584) (503)



Net assets $ 123 $ 110

Company's Share

Equity in net assets $ 67 $ 67
Receivable from joint ventures 6 2
Investment in construction joint ventures ~ $ 73 $ 69

PETER KIEWIT SONS', INC.
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Operations (dollars in millions) 199 5 1994 1993

Total Joint Ventures

Revenue $1, 211 $1,034 $906
Costs 1, 108 937 841
Operating income $ 103 $ 97 $ 65

Company's Share

Revenue $ 691 $ 523 $430
Costs 622 473 372
Operating income $ 69 $ 50 $ 58

Management of the nonsponsored Denmark tunnelgirogenpleted a cost estimate in 1993 which inditatéavorable variance in the
estimated costs of the project. As a result of tbist estimate and negotiations with the ownerQbmpany's management reduced reserves
by $20 million which had been maintained to proviclethe Company's share of estimated losses oprtiject. Based on 1995 estimates,
management believes that the resolution of thertainéies in completing the tunnel should not mathr affect the Company's financial
position, future results of operations or futurstcélows.

(8) Investments

In February 1995, CalEnergy Company, Inc. ("CEgdjnferly named California Energy Company Inc., anitggmethod investee, completed
the purchase of Magma Power Company. The cashagtos, valued at $950 million, was partially fiad by the sale of 17 million shares
of CE common stock at $17 per share. As part sfdffiering, the Company purchased 1.5 million shalme addition, during the second
quarter of 1995, the Company purchased an additzifitg000 common shares of CE. At December 30, 19@5Company owns 21% of Cl
outstanding common stock and has a cumulative imargt in CE common stock of $153 million, $37 naifliin excess of the Company's
proportionate share of CE's equity. The excesssinvent is being amortized over 20 years. Equitpiags, net of goodwill amortization,
were $10 million, $5 million and $7 million in 1995994 and 1993. CE common stock is traded on the Xork Stock Exchange. On
December 30, 1995, the market value of the Compamyestment in CE common stock was $211 million.

PETER KIEWIT SONS', INC.
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In 1995, 1994 and 1993, the Company also recordedetids in kind of $1 million, $5 million and $5iltron declared by CE consisting of
voting convertible preferred stock. The stock dérds brought the Company's total investment in edible preferred stock to $65 million.
In March 1995, CE exchanged the preferred stocRfo¥% Convertible Subordinated Debentures (the &dalres") that pay interest semi-
annually. The Debentures mature in December 208&enconvertible into CE common stock at a conerrgrice of $18.375 per share any
time prior to maturity. CE may prepay the Deberdufehe share price of CE stock is at least 150% @ conversion price for any 20 trading
days out of any 30 consecutive trading days.

On February 20, 1996 the Company exercised 1.50miCE options at a price of $9 per share. Thestation increased the Company's
ownership interest in CE to 24%. In addition, tr@mr@any has 4.3 million options to purchase addii@E stock at prices of $11.625 - $12
per share

The following is summarized financial informatioh@alEnergy Company Inc.:

Financial Position (dollars in millions) 1995 1994



Current assets $ 418 $518

Other assets 2,236 613
Total assets 2,654 1,131
Current liabilities 564 309
Other liabilities 1,546 578
Redeemable preferred stock - 64
Total liabilities 2,110 951
Net assets $ 544 $ 180
Operations (dollars in millions) 1995 1994 1993
Revenue $ 399 $186 $132

Net income available to common
stockholders $ 62 $ 32 $ 43

In 1995, a $3 million purchase increased the Comipanterest in an electrical contracting busines$9%. The cumulative investment in
common stock, accounted for on the equity methatd|g $26 million, $3 million in excess of the Caang's share of equity. The excess

investment is being amortized over 15 years. Thraoting business is not publicly traded and dagshave a readily determinable market
value. The Company is committed to acquire 80% aship by 1997.

PETER KIEWIT SONS', INC.
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In January 1995, C-TEC purchased, for $84 millioeash, a 40% equity position in Megacable, S.ACDé. ("Megacable"), Mexico's
second largest cable television operator with 108 fubscribers in twelve cities. C-TEC accountstfoinvestment using the equity method.

The excess cost over the underlying net assetsegilhble, approximately $94 million, is being amzerd on a straight line basis over 15
years. (-TEC's share of Megacable's earnings, net of gdbdmiortization was a $3 million loss in 1995.

Pursuant to a joint venture agreement with CEQbmpany is an equity investor in the Mahanagdoraghggemal power project and the
Casecnan powetr/irrigation project in the PhilipginBoth projects are under construction. To daggtbmpany has invested $89 million in

the Philippine projects. The Company also expectetan equity investor with CE in additional gesthal projects in Indonesia. To date
investments in these projects total $9 million.

Investments also include equity securities clasgifis non-current and carried at the fair valug7&f million.

(9) Intangible Assets

Intangible assets consist of the following at DelbbenB0, 1995 and December 31, 1994:

(dollars in million) 1995 1994

Goodwill $ 216 $ 483
Franchise and subscriber lists 224 145
Licenses and right-of-way - 15
Noncompete agreements 86 15
Deferred development costs 47 65
Toll road franchise costs 109 75
Other 4 19
686 817

Less accumulated amortization (171) (68)
$515 $ 749

PETER KIEWIT SONS', INC.
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(10) Shor-Term Borrowings



The Company has established lines of credit witbblBank of Switzerland for $35 million, Bank of Aarica for $50 million and Banque de
Nationale de Paris for $30 million. Under thesesagnents the Company had $45 million outstandirigeaember 30, 1995 at a weigh
average interest rate of 5.78%.

(11) Long-Term Debt At December 30, 1995 and Deaart, 1994, long-term debt was as follows:

(dollars in millions) 1995 1994
Telecommunications:

C-TEC Long-term Debt (with recourse only to C-TEC)
Credit Agreement - National Bank for Cooperatives

(7.51% due 2009) $ 119 $ 128
Senior Secured Notes -
(9.65% due 1999)
(includes unamortized premium of $5 and $6 bas ed on
imputed rate of 6.12%) 150 156
Term Credit Agreement - Morgan Guaranty Trust Comp any
(7% due 2002) 19
Promissory Note - Twin County Acquisition
(5% due 2003) 4
Revolving Credit Agreements and Other 8 4
MFS Long-term Debt (with recourse only to MFS):
9.375% Senior Discount Notes, Due 2004,
with semi-annual interest payments 1999-2004 - 549
Notes Payable, Due 1995, (Prime plus 1.5%) - 16
300 853
Other PKS Long-term Debt:
9.5% to 11.1% Notes to former stockholders due 199 6-2001 6 12
6.25% to 8.75% Convertible debentures due 2002-200 5 8 8
Construction loans and other 98 68
112 88
412 941
Less current portion (42) (33)
$370 $908
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In March 1994, C-TEC's telephone group enteredard35 million Credit Agreement with the NatioBalnk for Cooperatives ("National").
The funds were used to prepay outstanding borraswvith the United States of America. Substantiallythe assets of C-TEC's telephone
group are subject to liens under this Credit Agrestnin addition, the telephone group is restriétedh paying dividends in excess of the
prior year net income.

The Senior Secured notes are collateralized bygpkedf the stock of C-TEC's cable group. The nobesain restrictive covenants which
require, among other things, specific debt to dksh ratios.

Mercom, a consolidated subsidiary of C-TEC, hadgeel the common stock of its operating subsidiasesollateral for the Term Credit
Agreement ("Agreement") with Morgan Guaranty Trdsimpany ("Morgan"). In addition, a first lien onr@@n material assets of Mercom i
its subsidiaries has been granted to Morgan. Thedxgent contains a restrictive covenant which reguviercom to maintain a specified ¢
to cash flow ratio.

In connection with the acquisition of Twin Countyahfs Video, Inc., C-TEC Cable Systems, Inc., a Whmkned subsidiary of GEC, issue
a $4 million 5% promissory note. The note is unsedu

C-TEC's cable group has Revolving Credit agreemehish are collateralized by a pledge of the stoicthe cable group subsidiaries. At
December 30, 1995 the borrowings available undeatireement total $12 million. The commitmentsradeiced on a quarterly basis throt
maturity in September 1996. The cable group hadlongs of $7 million (6.7% weighted average ingnate) as of December 1995.

The convertible debentures are convertible durintper of the fifth year preceding their maturiptel Each annual series may be redee



in its entirety prior to the due date except dutimg conversion period. Debentures were conventieds9,935, 12,594 and 14,322 shares of

Class C common stock and 69,022, 12,594 and 14322s of Class D common stock in 1995, 1994 aA8 18s part of the exchange offer
completed prior to the MFS Spin-off, all holdersl®0 and 1991 debentures and 1993 D debenturgsnted their debentures into Class C

and Class D common stock. At December 30, 19954380shares of Class C common stock are reservddtime conversions.

Other PKS debt consists primarily of construction financing
of a privately owned toll road which will be conv erted to
term debt upon completion of the project. Variable interest
rates on this debt ranged from 7% to 10% at Dece mber 30,
1995. The Company capitalized $7 million of int erest in

1995.

Scheduled maturities of long-term debt through 28@0as follows (in millions): 1996 - $42; 199757$ 1998 - $63; 1999 - $64 and $17 in
2000.
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(12) Income Taxes

An analysis of the income tax benefit (provisiorjdre minority interest for the three years endeddnber 30, 1995 follows:

(dollars in millions) 1995 1994 1993
Current:
U.S. federal $ (127) $(554) $ (52)
Foreign - (10) (2)
State 9) (5) @)
(136) (69)  (61)
Deferred:
U.S. federal 146 27 (59)
Foreign 4) 5 1
State 5 8 1
147 40 (57)
$ 11 $ (29) $(118)

The United States and foreign components of easnifiog tax reporting purposes, before equity los8IFS (recorded net of tax), minority

interest and income taxes follow:

(dollars in millions) 1995 1994 1993
United States $ 370 $ 224 $385
Foreign 6 16 7

$ 376 $ 240 $392

A reconciliation of the actual income tax bengfitqvision) and the tax computed by applying the.fe8eral rate (35%) to the earnings
before equity loss in MFS (recorded net of taxanity interest and income taxes for the three yeaded December 30, 1995 follows:

(dollars in millions) 1995 1994 1993
Computed tax at statutory rate ~ $ (132) $ (84) $ (137)
State income taxes (8) 3) 4)
Depletion 3 4 4
Dividend exclusion - 3 4
Tax exempt interest 3 4 -
Prior year tax adjustments 56 54 13
MFS deferred tax 93 - -
Goodwill amortization 4) 2) 1
Other - (5) 1

$ 11 $ (29) $ (118)

PETER KIEWIT SONS', INC.
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The Company files a consolidated federal incomeeaxrn including its domestic subsidiaries asvedld by the Internal Revenue Code.
Possible taxes, beyond those provided on remittaotandistributed earnings of foreign subsidigrae not expected to be material.

The components of the net deferred tax liabilities for the
years ended December 30, 1995 and December 31, 1994
were as follows:

(dollars in millions) 1995 1994
Deferred tax liabilities:

Investments in securities $ 15 $ (5
Investments in joint ventures 8 69
Investments in subsidiaries 10 99
Asset bases - accumulated depreciation 194 200
Deferred coal sales 39 11
Other 26 32
Total deferred tax liabilities 292 406

Deferred tax assets:

Construction accounts 3 12
Insurance claims 37 39
Compensation - retirement benefits 28 21
Provision for estimated expenses 24 10
Net operating losses of subsidiaries 5 84
Alternative minimum tax credits of
subsidiary 5 13
Other 26 51
Valuation allowance (6) (52)
Total deferred tax assets 122 178
Net deferred tax liabilities $ 170 $ 228

(13) Employee Benefit Plans

The Company makes contributions, based on colledtargaining agreements related to its constructmnations, to several multi-employer
union pension plans. These contributions are iredud the cost of revenue. Under federal law, they@any may be liable for a portion of
plan deficiencies; however, there are no knowncilsicies.

The Company's defined benefit pension plans corerguily packaging employees who retired priorhie tlisposition of the packaging
operations. The expense related to these plangp@aeximately $7 million, $1 million and $7 millian 1995, 1994 and 1993.

C-TEC maintains a separate defined benefit plasdibstantially all of its employees. The prepaidgien cost and expense related to this
plan is not significant at December 30, 1995 anddb&er 31, 1994, and for the three years endednbee30, 1995.
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The Company also had a long-term incentive plansisting of stock appreciation rights, for certamployees. This plan concluded in 1994.
The expense related to this plan was $2 million&®hillion in 1994 and 1993.

Substantially all employees of the Company, with ¢ixception of C-TEC employees, are covered utdeCbmpany's profit sharing plans.
The expense related to these plans was $3 miidmillion and $2 million in 1995, 1994 and 1993.

(14) Postretirement Benefits

In addition to providing pension and other suppletaebenefits, the Company provides certain headtle and life insurance benefits
primarily for packaging employees who retired ptiothe disposition of certain packaging operatiand CTEC employees who retired pri
to 1993. Employees become eligible for these btmiéfihey meet minimum age and service requiremenif they agree to contribute a
portion of the cost. These benefits have not beaddd.

In March 1995, the Company settled its liabilitythviespect to certain postretirement life insurameeefits. The Company purchased
insurance coverage from a third party insurancepzom for approximately $14 million to be paid ogewen years. The settlement did not
have a material impact on the Company's finan@altpn, results of operations or cash flo



The net periodic costs for health care benefiteviess than $1 million in 1995, $1 million in 198dd $4 million in 1993. In all years, the
costs related primarily to interest on accumuldttedefits.

The accrued postretirement benefit liability aPetember 30, 1995 was as follows:

Health

(dollars in millions) Insurance
Retirees $ 31
Fully eligible active plan participants -
Other active plan participants
Total accumulated postretirement

benefit obligation 31
Unrecognized prior service cost 19
Unrecognized net loss 7)
Accrued postretirement benefit liability $ 43
The unrecognized prior service cost resulted from certain

modifications to the postretirement benefit plangackaging employees which reduced the accumufaistietirement benefit obligation.
The Company may make additional modifications mfilture.
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A 7.7% increase in the cost of covered health barefits was assumed for fiscal 1995. This ragssimed to gradually decline to 6.2% in
the year 2020 and remain at that level thereaftd2 increase in the health care trend rate wauldsiase the accumulated postretirement
benefit obligation ("APBO") by less than $1 millian year-end 1995. The weighted average discotmused in determining the APBO was
6.75%.

(15) Stockholders' Equity

Class B and Class C shares can be issued onlyrmp&ty employees and can be resold only to the Coyngisa formula price based on the
book value of the Construction & Mining Group. TBempany is generally required to repurchase ClaasdBClass C shares for cash upon
stockholder demand. Class D shares have a formigka fpased on the book value of the Diversifieduprorhe Company must generally
repurchase Class D shares for cash upon stockhidaeand at the formula price, unless the ClassdBestbecome publicly traded. Although
almost all the Class D shares are owned by empsogee former employees, such shares are not siibjeamership or transfer restrictions.

For the three years ended December 30, 1995, isss@md repurchases of common shares, includingecsions, were as follows:

Class B Class C Class D

Common Commo n Common

Stock Stock Stock
Shares issued in 1993 - 1,027, 657 748,026
Shares repurchased in 1993 76,600 2,217, 122 841,808
Shares issued in 1994 - 1,018, 144 777,556
Shares repurchased in 1994 180,000 2,247, 186 396,684
Shares issued in 1995 - 1,021, 875 2,675,553
Shares repurchased in 1995 736,932 5,492, 002 42,147
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(16) Industry and Geographic Data

The Company operates primarily in three reportabtgments: construction, mining and telecommuninatiMFS' results have been classi
as a single line item on the statements of earrangsconsolidated on the balance sheet in 1994 998.

A summary of the Company's operations by geogragt@a and industry follow:



Geographic Data (dollars in millions) 1995 1994 1993

Revenue:
United States $2,535 $2 425 $1,823
Canada 281 233 175
Other 86 46 52
$2,902 $2 , 704  $ 2,050
Operating earnings:
United States $ 145 $ 151 $ 129
Canada 7 14 3
Other 10 - 22
$ 162 $ 165 $ 154
Identifiable assets:
United States $2,521 $3 832 $2,901
Canada 90 102 82
Other 116 27 29
Corporate (1) 736 531 622
$3,463 $4 492 $3,634

(1) Principally cash, cash equivalents, marketabtaurities, notes receivable from sales of disooetl operations and investments in all
years.
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Industry Data (dollars in millions) 1995
Revenue:
Construction $ 2,297
Mining 247
Telecommunications 325
Other 33
$2,902

Operating earnings:

Construction $ 81
Mining 107
Telecommunications 37
Other (63)

$ 162

Identifiable assets:

Construction $ 910
Mining 415
Telecommunications 1,141
Other 261
Corporate (1) 736

$ 3,463

Capital expenditures:

Construction $ 79
Mining 4
Telecommunications 72
Other 6
Corporate -

$ 161

Depreciation, depletion and amortization:

Construction $ 56
Mining 7
Telecommunications 81
Other 5

1994 1993
$2,143 $1,757
246 230
201 48
24 15
$2,704 $2,050
$ 55 $ 85
106 98
27 6
(23)  (39)
$ 165 $ 154
$ 896 $ 816
396 440
2,551 1,682
118 74
531 622
$4,492 $3,634
$ 61 $ 48
3 5
426 127
12 5
11 7
$ 513 $ 192
$ 49 $ 43
11 13
149 35
6 6



Corporate 3 2 2

$ 152 $ 217 $ 99

(1) Principally cash, cash equivalents, marketabtaurities, notes receivable from sales of disooetl operations and investments in all
years.
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(17) Summarized Financial Information

Holders of Class B&C Stock (Construction & Miningdsp) and Class D Stock (Diversified Group) areltmlders of PKS. The
Construction & Mining Group contains the Compartsaslitional construction and materials operatioeggrmed by Kiewit Construction
Group Inc. and certain mining services performedlawit Mining Group Inc. The Diversified Group c@ins coal mining properties owned
by Kiewit Coal Properties Inc., communications camigs owned by C-TEC, a minority interest in CE aniscellaneous investments.
Corporate assets and liabilities which are not ieply identified with the ongoing operations of tBonstruction & Mining Group or the
Diversified Group are allocated equally betweendtwips.

A summary of the results of operations and findrmiaition for the Construction & Mining Group atlte Diversified Group follows. These
summaries were derived from the audited financaksnents of the respective groups which are eghibithis Annual Report.

All significant intercompany accounts and trangatdi except those directly between the Constru&idtining Group and the Diversified
Group, have been eliminated.

(dollars in millions except per share) 1995 1 994 1993

Construction & Mining Group:

Results of Operations:

Revenue $2,330 $ 2,175 $1,783
Net Earnings $ 104 $ 77 $ 80
Earnings Per Share $778 % 492 $ 463
Working capital $ 248 % 333 $ 372
Total assets 987 963 889
Long-term debt,less current portion 9 9 10
Stockholders' equity 467 505 480

Included within the results of operations is minenagement income from the Diversified Group of &fiion, after-tax, in 1995, 1994 and
1993.
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(dollars in millions except share data) 1995 1994 1993
Diversified Group:

Results of Operations:

Revenue $ 580 $ 537 $ 267
Net Earnings $ 140 $ 33 $181
Earnings per Share $6.45 $1.63 $9.08

Financial Position:

Working capital $ 752 $ 969 $ 993
Total assets 2,490 3,537 2,759
Long-term debt, less current portion 361 899 452

Stockholders' equity 1,140 1,231 1,191



Included within results of operations is mine maragnt fees paid to the Construction & Mining Grafi$19 million, after-tax, in 1995,
1994 and 1993.

(18) Other Matters

In June 1995, the Company exchanged its intereswholly- owned subsidiary involved in gold miniagtivities for 4,000,000 common
shares of Kinross Gold Corporation ("Kinross"),ublicly traded corporation. The Company recogniaeéd®1 million pre-tax gain on the
exchange based on the difference between the kadok wf the subsidiary and the fair market valuthefKinross stock on the date of the
transaction. This gain is included in other incaméhe consolidated statements of earnings.

In May 1995, the lawsuit titted Whitney Benefitacl and Peter Kiewit Sons' Co. v. The United Statas settled. In 1983, plaintiffs alleged
that the enactment of the Surface Mining Contral Reclamation Act of 1977 had prevented the miifhtpeir Wyoming coal deposits and
constituted a government taking without just congagion. In settlement of all claims, plaintiffs agd to deed the coal deposits to the
government and the government agreed to pay gfai®200 million, of which Peter Kiewit Sons' Ca.KDG subsidiary, received
approximately $135 million in June 1995 and recdrilén other income on the consolidated stateméetarnings.

In 1994, several former stockholders of a MFS dlibsy filed a lawsuit against MFS, KDG and the ¢lerecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C-1381. These sharebaddsold shares of the subsidiary to MFS
in September 1992. MFS completed an initial pubffering in May 1993. Plaintiffs allege that MF&rdulently concealed material
information about its plans from them, causing thersell their shares at an inadequate price. #ffaihave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendapect that a trial will be held in 1996.
Prior to the initial public offering, KDG agreedittdemnify MFS against any liabilities arising frahee September 1992 sale; if MFS is
deemed to be liable to plaintiffs, KDG will be répd to satisfy MFS' liabilities pursuant to thelé@mnity agreement.
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The Company is involved in various other lawsuitaims and regulatory proceedings incidental toitsiness. Management believes that
resulting liability, beyond that provided, shouldtmaterially affect the Company's financial pasitifuture results of operations or future
cash flows.

In many pending proceedings, the Company is omaioferous defendants who may be "potentially respparties” liable for the cleanup
of hazardous substances deposited in landfillst@raites. The Company has established resencs/& its probable liabilities for
environmental cases and believes that any additiamdities will not materially affect the Compsis financial condition, future results of
operations or future cash flows.

It is customary in the Company's industries towes#ous financial instruments in the normal cowbbusiness. These instruments include
items such as letters of credit. Letters of craditconditional commitments issued on behalf ofGbhenpany in accordance with specified
terms and conditions. As of December 30, 1995Cpany had outstanding letters of credit of apimaxely $140 million.

A subsidiary of the Company, Continental Holdings.] remains contingently liable as a guarant@®5# million of debt relating to various
businesses which have been sold.

The Company leases various buildings and equiponasfeer both operating and capital leases. Minimumeatgpayments on buildings and
equipment subject to noncancelable operating leds®sg the next 29 years aggregate $88 million.

In November 1995, C-TEC announced that it had eedjag investment banker to assist with evaluatiregegic alternatives for its various
business units with a view toward enhancing shddelhwalue. C-TEC is now planning to distributatioshareholders in a tax-free spin-off
the Telephone Group, the Communications Servicesiirand certain other assets. Following the sflirGeTEC plans to combine its
remaining businesses, which will consist of its @stic Cable Group, with a third party pursuant texafree, stock-for-stock transaction. C-
TEC has received a number of inquiries regardimg@mestic Cable Group and is holding discussidtisinterest parties.

(19) Subsequent Events

In March 1996, RCN Corporation ("RCN") a subsidiaf{KDG, entered into an asset purchase agreeralenty with other ancillary
agreements, with Liberty Cable Company, Inc. ("8 to purchase an 80 percent interest in cenpaivate cable systems in New York City
and selected areas of New Jersey. The transadtisadcon March 6, 1996. The cable systems proviliecsiption television services using
microwave frequencies. RCN deposited $27 millioarinescrow account which was released on the dgakite. In addition, RCN issued a
$15 million promissory note that is expected tgphel during 1996.

In March, under the terms of an agreement, RCNpaijl C-TEC approximately $123 million for certain@TEC's assets, including Long
Distance Group, -TEC International, which holds the 40% interesviegacable, S.A. de C.V., and Residential CommuiticatNetwork, ¢



start-up joint effort with RCN which plans to prdei telecommunications services to the residentiaket. RCN will purchase Residential
Communications Network for cash in a transactiopeexed to close in April 1996. RCN's purchase efdther business for cash or C-TEC
stock, at RCN's option, is expected to close instt@ond half of 1996. The transactions are subjes¢rtain conditions including the receip
all necessary regulatory approvals. The agreemghtRCN contains a repurchase option under whichiEG can reacquire the businesses
restructuring of C-TEC's main businesses does catro Additionally, C-TEC retains a warrant to rgaite a six percent stake in Residential
Communications Network. The agreement with RCN ag®moved by a special committee of the board afotlirs of C-TEC, composed of
directors unaffiliated with either RCN or the Compa

SCHEDULE II
PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Valuation and Qualifying Accounts and Reserves

Additions  Am ounts
Balance, Chargedto Ch arged Balance
Beginning Costs and to End of
(dollars in millions) of Period Expenses Re serves Other Period

Year ended December 30, 1995

Allowance for doubtful

trade accounts $9 $ 5 $ 2 $ - % 12
Reserves:
Insurance claims 75 18 (14) - 79

Retirement benefits 67 3 (2) (14) (a) 54
Year ended December 31, 1994

Allowance for doubtful

trade accounts $ 7 $5 $ 3 $- %9
Reserves:

Insurance claims 67 19 (11) - 75
Retirement benefits 71 2 (6) - 67

Year ended December 25, 1993

Allowance for doubtful

trade accounts $7 $ 5 $ ® $1 $7
Reserves:

Insurance claims 66 14 (13) - 67
Retirement benefits 74 12 17) 2 71

(a) The Company settled its liability with resptrtertain postretirement life insurance benefitpbrchasing insurance coverage from a 1
party insurance compan



ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-K for the period egddecember 30, 1995 and is
qualified in its entirety by reference to such finel statements.

MULTIPLIER: 1,000,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 30 199
PERIOD END DEC 30 199
CASH 457
SECURITIES 604
RECEIVABLES 341
ALLOWANCES 12
INVENTORY 18
CURRENT ASSETS 1,66¢
PP&E 1,377
DEPRECIATION 71C
TOTAL ASSETS 3,46:
CURRENT LIABILITIES 66€
BONDS 37¢
COMMON 2
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 1,60¢
TOTAL LIABILITY AND EQUITY 3,46:
SALES 2,547
TOTAL REVENUES 2,90z
CGS 2,23(
TOTAL COSTS 2,47¢
OTHER EXPENSE 26€
LOSS PROVISION 0
INTEREST EXPENSE 25
INCOME PRETAX 24F
INCOME TAX (11)
INCOME CONTINUING 24/
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 244
EPS PRIMARY $7.78!
EPS DILUTED $7.781

1$7.78 represents Class C Stock earnings per sbkass D Stock earnings per share $¢



EXHIBIT 99.A
KIEWIT CONSTRUCTION & MINING GROUP
Index to Financial Statements
and Financial Statement Schedule and Managemeistsg3ion and Analysis of Financial Condition ares®&ts of Operations
Report of Independent Accountants
Financial Statements as of December 30, 1995 awdrbiger 31,1994 and for the three years ended Deaxe3fh 1995:

Statements of Earnings

Balance Sheets

Statements of Cash Flows

Statements of Changes in Stockholders' Equity Niot€nancial Statements

Financial Statement Schedule for the three yeatede®December 30, 1995:
[I--Valuation and Qualifying Accounts and Reserves
Management's Discussion and Analysis of Financtaddtion and Results of Operations

Schedules not indicated above have been omittealisef the absence of the conditions under whiey are required or because the
information called for is shown in the financiaht&ments or in the notes thereto.

REPORT OF INDEPENDENT ACCOUNTANTS

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

We have audited the financial statements and ttanfiial statement schedule of Kiewit ConstructioM#&ing Group, a business group of
Peter Kiewit Sons', Inc. (as defined in Note 1hesk financial statements) as listed in the indethe preceding page of this exhibit to Form
10-K. These financial statements and financial statéraehedule are the responsibility of the Compamgaagement. Our responsibility is
express an opinion on these financial statementdiaancial statement schedule based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove, when read in conjunction with the consdéid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, immalterial respects, the financial position of Kie@onstruction & Mining Group as of
December 30, 1995 and December 31, 1994, and $hégef its operations and its cash flows for eafcthe three years in the period ended
December 30, 1995 in conformity with generally gded accounting principles. In addition, in ourrapn, the financial statement schedule
referred to above, when considered in relatioméotiasic financial statements taken as a wholegepts fairly, in all material respects, the
information required to be included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 19, 1996

KIEWIT CONSTRUCTION & MINING GROUP
Statements of Earnings

For the three years ended December 30, 1995

(dollars in millions, except per share data) 1 995 1994 1993



Revenue $ 2,330 $ 2,175 $ 1,783
Cost of Revenue ( 2,127) (1,995) (1,588)

General and Administrative Expenses (116) (121) (113)
Operating Earnings 87 59 82
Other Income (Expense):
Investment Income (LosSs) 17 13 Q)
Interest Expense 2) 2) 3)
Other, net 62 46 40

Earnings Before Income Taxes 164 116 118
Provision for Income Taxes (60) (39 (38)
Net Earnings $ 104 $ 77 $ 80

Net Earnings Per Common and Common
Equivalent Share $ 7.78 $ 492 $ 4.63

See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP
Balance Sheets
December 30, 1995 and December 31, 1994

(dollars in millions) 1 995 1994
Assets

Current Assets:

Cash and cash equivalents $ 94 ¢ 70
Marketable securities 120 156
Receivables, less allowance of $10 and $7 258 260
Costs and earnings in excess of billings on
uncompleted construction contracts 78 101
Investment in construction joint ventures 73 69
Deferred income taxes 61 59
Other 23 23
Total Current Assets 707 738
Property, Plant and Equipment, at cost:
Land 16 15
Buildings 38 36
Equipment 528 484
582 535
Less accumulated depreciation and
amortization ( 421)  (395)
Net Property, Plant and Equipment 161 140
Other Assets 119 85
$ 987 $ 963

See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP
Balance Sheets

December 30, 1995 and December 31, 1



APAC-Arizona, Inc. acquisition -

(47)

(dollars in millions) 1 995 1994
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable, including retainage
of $42 and $41 $ 179  $179
Short-Term borrowings 45 -
Current portion of long-term debt 2 3
Accrued construction costs and billings
in excess of revenue on uncompleted contracts 111 106
Accrued insurance costs 79 73
Other 43 44
Total Current Liabilities 459 405
Long-Term Debt, less current portion 9 9
Other Liabilities 52 44
Stockholders' Equity (Redeemable Common Stock,
$359 million aggregate redemption value)
Common equity 471 513
Foreign currency adjustment (5) (7)
Unrealized holding gain (loss) 1 (2)
Total Stockholders' Equity 467 505
$ 987 $963
See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP
Statements of Cash Flows
For the three years ended December 30, 1995
(dollars in millions) 1995 1994 1993
Cash flows from operations:
Net earnings $ 104 $ 77 $ 80
Adjustments to reconcile net
earnings to net cash provided
by operations:
Depreciation and amortization 56 52 48
(Gain) loss on sale of property,
plant and equipment and other
investments (33) (11) 15
Change in other noncurrent
liabilities 6 5 7
Deferred income taxes - 3) 4
Change in working capital items:
Receivables 1 (21) 5
Costs and earnings in excess of
billings on uncompleted
construction contracts 23 (26) (22)
Investment in construction
joint ventures 4) 12 (33)
Other current assets ) (5) 7
Accounts payable 3 19 9)
Accrued construction costs
and billings in excess of
revenue on uncompleted contracts 5 19 (8)
Other liabilities 4 3) 3
Other 9) (19) (10)
Net cash provided by operations 153 96 87
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities 197 266 773
Purchases of marketable securities  (158) (245) (741)
Proceeds from sale of property,
plant and equipment 15 26 14
Capital expenditures (79) (76) (54



Investment in affiliates 2) (1) 9)
Other - - 3)

Net cash used in investing
activities $(27) $ (77) $(20)
See accompanying notes to financial statements.

KIEWIT CONSTRUCTION & MINING GROUP

Statements of Cash Flows

For the three years ended December 30, 1995

(continued)

(dollars in millions) 1995 1994 1993
Cash flows from financing activities:
Long-term debt borrowings $ 3 % 2 $ 2
Short-term debt borrowings 45 - -
Payments on long-term debt,

including current portion 4) 4 (@2
Issuances of common stock 24 20 16
Repurchases of common stock 3) (1) (@14
Dividends paid (13) (13) (10)
Exchange of Class B&C Stock for

Class D Stock, net (155) 42) (26)
Other - -
Net cash used in financing activities (103) @7 (34
Effect of exchange rates on cash 1 Q) 2)

Net increase (decrease) in cash and
cash equivalents 24 (29) 31

Cash and cash equivalents at
beginning of year 70 99 68

Cash and cash equivalents at
end of year $ 94 $70 $ 99

Supplemental disclosures of cash
flow information:

Taxes $ 69 $49 $ 54

Interest 2 2 3
Noncash investing activity:

Disposition of gold operations

in exchange for Kinross
common stock, net $ 21 $ - % -

See accompanying notes to financial statements.

KIEWIT CONSTRUCTION & MINING GROUP

Statements of Changes in Stockholders' Equity f@three years ended December 30, 1995

(dollars in millions, except per share data) 1995 1994 1993

Common equity:

Balance at beginning of year $ 513 $ 483 $ 438
Issuances of stock 24 20 16
Repurchases of stock 3) @1 (@19
Exchange of Class B&C Stock for

Class D Stock, net (155) (42) (26)
Net earnings 104 77 80

Dividends (per share: $ 1.05 in 1995, $.90 in



1994, and $.70 in 1993) (a) (12 (14 (@11

Balance at end of year $ 471 $ 513 $ 483

Other equity adjustments:

Balance at beginning of year $ ® % G s @
Foreign currency adjustment 2 4 @
Unrealized holding gain (loss) 2 Q) -
Balance at end of year $ 4% B 3 3
Total stockholders' equity $ 467 $ 505 $ 480

(a) Dividends include $.60, $.45, and $.40 for diérids declared in 1995, 1994 and 1993 but paidrinaly of the subsequent year.
See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(1) Basis of Presentation

The Class B&C Stock and the Class D Stock are dedigp provide stockholders with separate secanigflecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction businessl certain mining services ("Construction & MiniBgoup") and its other businesses
("Diversified Group"), respectively. Dividends dmetClass B&C Stock are limited to the legally aahlié funds of PKS less the Class D
formula value which is to be reduced by any dividkenon Class D Stock declared during the current yasbject to this limitation, the Board
of Directors intends to declare and pay dividerishe Class B&C Stock based primarily on the Cartsiion & Mining Group's separately
reported financial condition and results of openadi

The financial statements of the Construction & M@iGroup include the financial position, resultopérations and cash flows for PKS'
construction business and certain mining servicnasses held by its wholly-owned subsidiary, Kte@dnstruction Group Inc., and a
portion of the PKS corporate assets and liabilgied related transactions which are not separatehtified with the ongoing operations of
Construction & Mining Group or the Diversified GqmuThese financial statements have been preparneg e historical amounts included
in the PKS consolidated financial statements.

Although the financial statements of PKS' Constaic& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrdup, legal title to such assets and responsilidr such liabilities will not be affected by
such attribution. Holders of Class B&C Stock and<sID Stock are stockholders of PKS. Accordindig,RKS consolidated financial
statements and related notes should be read inrotign with these financial statements.

(2) Summary of Significant Accounting Policies
Principles of Group Presentation

These financial statements include the accountiseo€onstruction & Mining Group ("the Group"). TBeoup's and Diversified Group's
financial statements, taken together, compristhalliccounts included in the PKS consolidated firmrstatements. All significant
intercompany accounts and transactions, excepe tthiosctly between the Group and the Diversifiedupr, have been eliminated.
Investments in construction joint ventures and oteenpanies in which the Group exercises signifidaffuence over operating and financial
policies are accounted for by the equity method Glnoup accounts for its share of the operatioriketonstruction joint ventures on a pro
rata basis in the statements of earnings.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
Construction Contracts

The Group operates generally within the Unitedestaind Canada as a general contractor and engagasaus types of construction proje
for both public and private owners. Credit riskrisiimal with public (government) owners since th@@ ascertains that funds have been
appropriated by the governmental project ownerrgdacommencing work on public projects. Most palglontracts are subject to termination
at the election of the government. In the everenhination, the Group is entitled to receive thateact price on completed work and
reimbursement of termination related costs. Crgshtwith private owners is minimized because atibry mechanics liens, which give the
Group high priority in the event of lien foreclosarfollowing financial difficulties of private owne



The construction industry is highly competitive dadks firms with dominant market power. A subsimiortion of the Group's business
involves construction contracts obtained throughmpetitive bidding. The volume and profitability thfe Group's construction work depends
to a significant extent upon the general statdefedconomies in which it operates and the volumeask available to contractors. The
Group's construction operations could be adversédcted by labor stoppages or shortages, advezather conditions, shortages of supplies,
or other governmental action.

The Group recognizes revenue on long-term construcbntracts and joint ventures on the percentdgmmpletion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recgphbn uncompleted contracts when they
become known. Claims for additional revenue areggized in the period when allowed. It is at leastsonably possible that engineering
estimates of the work performed on individual caats will be revised in the near term.

Assets and liabilities arising from constructiotivties, the operating cycle of which extends oseveral years, are classified as current i
financial statements. A one-year time period igusethe basis for classification of all other eatrassets and liabilities.

Depreciation and Amortization
Property, plant and equipment are recorded at Begireciation and amortization are computed onlacaied and straight-line methods.
Foreign Currencies

The local currencies of foreign subsidiaries ageftmctional currencies for financial reporting poses. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revand expenses are translated using average gechates prevailing during the year.
Gains or losses resulting from currency translagianrecorded as adjustments to stockholders'yequit

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
Earnings Per Share

Primary earnings per share of Class B&C Stock Heeen computed using the weighted average numtsdranés outstanding during each
year. The number of shares used in computing pyimamings per share was 13,384,434 in 1995, 15,884n 1994 and 17,290,971 in 1¢
Fully diluted earnings per share have not beereptesl because it is not significantly differenifrprimary earnings per share.

Income Taxes

Deferred income taxes are provided for the diffeemmbetween the financial reporting basis and &sistof the Group's assets and liabilities
using enacted tax rates in effect for the yeartiictvthe differences are expected to reverse.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

Reclassifications

Where appropriate, items within the financial stagats and notes thereto have been reclassifiedgremous years to conform to current
year presentatiot

Fiscal Year

The Group's fiscal year ends on the last Satund@eicember. There were 52 weeks in fiscal years 398 1993 and 53 weeks in the fiscal
1994.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements

(3) Corporate Activitie:



Financial Structure

Cash, cash equivalents and marketable securitiesallecated to the Group and the Diversified Grbaped on the desired capital structure
of the two groups at December 28, 1991. Finanté&ément impacts of dividends paid to holders as8IB&C Stock and repurchases and
issuances of Class B&C Stock in 1995, 1994 and 1898 reflected in their entirety in the Grouptsaficial statements.

PKS, in addition to specifically attributable itenhsis corporate assets, liabilities and relatednmecand expense which are not separately
identified with the ongoing operations of the Grauphe Diversified Group. The items attributatdehe Group and the Group's 50% portion
of PKS is as follows:

(dollars in millions) 1995 1994
Cash and cash equivalents $ 4 $ 7
Marketable securities 10 15
Accounts receivable 1 61
Property, plant and equipment, net 5 5
Other assets 3 8
Total Assets $ 23 $ 96
Accounts payable $ 10 $ 39
Long term debt including current portlon 11 12
Other liabilities 2
Total Liabilities $ 21 $ 53
1995 1994 1993
Net investment income (expense) $ - $ 6 $ 4
Other income (expense) 1 ) 1

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
Corporate General and Administrative Costs

A portion of corporate general and administratigets has been allocated to the Group based uptaincareasures of business activities,
as employment, investments and sales, which mettathgement believes to be reasonable. The allosatiere $1 million, $21 million, ar
$26 million in 1995, 1994 and 1993. Due to a reatfignt of the corporate overhead departments, sulaha all of the administrative
functions and personnel previously allocated toGheup are now located at the Group.

Income Taxes

All domestic members of the PKS affiliated group arcluded in the consolidated U.S. income taxrrefiled by PKS as allowed by the
Internal Revenue Code. Accordingly, the provisionihcome taxes and the related payments or refahtds« are determined on a
consolidated basis.

The financial statement provision and actual caglpayments have been reflected in the Group'shenBiversified Group's financial
statements in accordance with PKS' tax allocatwity for such groups. In general, such policy pdeg that the consolidated tax provision
and related cash flows and balance sheet amountdlacated between the Group and the Diversifieal, for group financial statement
purposes, based principally upon the financial ineptaxable income, credits, preferences and atineunts directly related to the respective
groups. The provision for estimated United Statestine taxes for the Group does not differ matgriatim that which would have been
determined on a separate return basis.

(4) Disclosures about Fair Value of Financial lnstents
The following methods and assumptions were usetermine classification and fair values of finah@nstruments:
Cash and Cash Equivalents

Cash equivalents generally consist of highly ligmistruments purchased with an original maturityhwée months or less. The securities are
stated at cost, which approximates fair value.

KIEWIT CONSTRUCTION & MINING GROUP



Notes to Financial Statements
Marketable Securities and Non-current Investment

The Group has classified all marketable securéietsnon- current investments not accounted for uihdeequity method as available-for-
sale. The amortized cost of the securities usednputing unrealized and realized gains and losseedetermined by specific identification.
Fair values are estimated based on quoted mariesgdor the securities on hand or for similar stweents. Fair values of certificates of
deposit approximate cost. Net unrealized holdinggjand losses, if any, are reported as a sepavatponent of stockholders' equity, net of
tax.

The following summarizes the cost, unrealized hgdjains and losses, and estimated fair valuesadfetable securities and non-current
investments at December 30, 1995

and December 31, 1994.

Unrealized Unreal ized
Amortized Holding Holdi ng Fair
(dollars in millions) Cost Gains  Loss es Value
1995
Kiewit Mutual Fund:
Short-term government$ 22 $ - $ - $ 22
Intermediate term bond 13 1 - 14
Tax exempt 8 1 - 9
U.S. debt securities 57 - - 57
Municipal debt securities 13 - - 13
Certificates of deposit 5 - - 5
$118 $ 2 $ - $ 120

Non-current investments:

Equity securites $ 30 $ - $ - $ 30
1994
Kiewit Mutual Fund:
Short-term government$ 27 $ - $ - $ 27
Intermediate term bond 30 - 1 29
Tax exempt 34 - 1 33
U.S. debt securities 46 - - 46
Municipal debt securities 11 - - 11
Certificates of deposit 10 - - 10
$158 $ - $ 2 $ 156

For debt securities, amortized costs do not vagiicantly from principal amounts. Realized gaaml losses on sales of marketable
securities were each less than $1 million in 1$d5million and $2 million in 1994 and $2 million &®25 million in 1993.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements

The contractual maturities of the debt securitiesas follows:

Amortized Cost Fair Value
U.S. debt securities:
less than 1 year $ 41 $ 41
1-5 years 16 16
$ 57 $ 57

Municipal debt securities:

less than 1 year $ 4 $ 4
1-5 years 7 7
5-10 years -
over 10 years 2 2
$ 13 $ 13

Certificates of deposit:
less than 1 year $ 4 $ 4



1-5 years 1 1

Maturities for the mutual fund and equity secusti@ve not been presented as they do not havela siaturity date.
Short-term Borrowing
Short-term borrowings approximate fair value duéhshort period of time to maturity.
Long-term Debt

The fair value of debt was estimated using theeimemtal borrowing rates of the Group for debt efsahme remaining maturities and
approximates the carrying amount.

(5) Retainage on Construction Contracts

Marketable securities at December 30, 1995 and Beee 31, 1994 include approximately $62 million &&d million, respectively of
investments which are being held by the ownersagbus construction projects in lieu of retainage.

Receivables at December 30, 1995 and Decembe994,iticlude approximately $50 million and $48 roiflj respectively, of retainage on
uncompleted projects, the majority of which is eotpd to be collected within one year.

(6) Investment in Construction Joint Ventures

The Group has entered into a number of construgion venture arrangements. Under these arrangesmi€one venturer is financially
unable to bear its share of the costs, the oth@uvers will be required to pay those costs.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements

Summary joint venture financial information follows

Financial Position (dollars in millions) 1995 1994

Total Joint Ventures

Current assets $ 655 $ 563
Other assets (principally
construction equipment) 52 50
707 613
Current liabilities (584 ) (503)
Net assets $ 123 $ 110

Group's Share

Equity in net assets $ 67 $ 67
Receivable from joint ventures 6 2
Investment in construction
joint ventures $ 73 $ 69

Operations (dollars in millions) 1995 1994 1993
Total Joint Ventures

Revenue $1,211 $ 1,0 34 $ 906
Costs 1,108 9 37 841

Operating income $ 103 $ 97 $ 65



Group's Share

Revenue $ 691 % 5 23 $ 430
Costs 625 4 73 372
Operating income $ 66 9% 50 $ 58

Management of the nonsponsored Denmark tunnelgirogenpleted a cost estimate in 1993 which inditatéavorable variance in the
estimated costs of the project. As a result of ¢tbist estimate and negotiations with the owner@tmup's management reduced reserves by
$20 million which had been maintained to providetf@e Group's share of estimated losses on thegirdased on 1995 estimates,
management believes that the resolution of thertaioges in completing the tunnel should not miatsr affect the Group's financial
position, future results of operations or futurstcélows.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(7) Other Assets

Other assets includes the Group's equity methogsinvents, equity securities classified as non-otirievestment in partnerships and the net
goodwill recognized in the APAC acquisition. In 9@ $3 million purchase increased the Group'sesten an electrical contracting busir

to 49%. The cumulative investment in common stackounted for on the equity method, totals $26iom}I$3 million in excess of the
Group's share of equity. The excess investmergiiggbamortized over 15 years. The contracting lassiris not publicly traded and does not
have a readily determinable market value. The Gisgpmmitted to acquire 80% ownership by 1997 eD#ssets also include securities
classified as non- current and carried at theviaine of $30 million.

(8) Short-Term Borrowings

The Group has established lines of credit with drBank of Switzerland for $35 million, Bank of Aniea for $50 million, and Banque de
Nationale de Paris for $30 million. Under thesalitragreements the Group had $45 million outstagndim December 30, 1995 at a weigh
average interest rate of 5.78%.

(9) Long-Term Debt

At December 30, 1995 and December 31, 1994, lomg-tkebt consisting of a portion of PKS' notes tarfer stockholders and convertible
debentures which have been allocated to the Grodphee Diversified Group as follows:

(dollars in millions) 1995 1994
9.5%-11.1% Notes to former stockholders,
1996-2001 $ 3 $6
6.25%-8.75% Convertible debentures, 2002-2005 8 6
1 1 12
Less current portion ( 2) (3
$ 9 $ 9

The convertible debentures are convertible durintper of the fifth year preceding their maturigtel Each annual series may be redeemed
in its entirety prior to the due date except duting conversion period. Debentures were conventieds9,935, 12,594 and 14,322 shares of
Class C common stock in 1995, 1994, and 1993, ctispty. As part of the exchange offer completeidpio the MFS Spin-off (See Note

15), all holders of 1990 and 1991 debentures cdedeheir debentures into Class C and Class D camstozk. At December 30, 1995,
360,453 shares of Class C common stock are res@owéature conversions.

Scheduled maturities of long-term through 2000aarfollows (in millions): 1996 - $2; 1997 - $1; B9%$1; 1999 - $3 and $4 in 2000.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(10) Income Taxes

An analysis of the provision for income taxes iieto earnings for the three years ended DeceBiet995 follows



(dollars in millions) 1995 1994 1993

Current:

U.S. federal $ (58) $ (33) $ (28)

Foreign 4 (8) (2

State (6) (1) (4)
60 (42) (@)

Deferred:

U.S. federal 6 - 4)

Foreign ) 1 (1)

State 1 2 1
"""" S s )
$ (60) $ (39) $ (38)

The United States and foreign components of eashiiog tax reporting purposes, before income téaksw:

(dollars in millions) 1995 1994 1993

United States $ 159 $ 101 $ 111

Foreign 5 15 7
$ 164 $ 116 $ 118

A reconciliation of the actual provision for incontaxes and the tax computed by applying the U &erfd rate (35%) to the earnings before
income taxes for the three years ended Decembdro3®, follows:

(dollars in millions) 1995 1994 1993
Computed tax at statutory rate $ (57) $ (41) $ (41)
State income taxes (8) 3) 1)
Prior year tax adjustments 5 3 -
Other - 2 2
Effect of federal income tax

rate change - - 2

$ (60) $ (39) $ (38)

Possible taxes, beyond those provided, on remétantundistributed earnings of foreign subsidsdee not expected to be material.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements

The components of the net deferred tax assets@ead@mber 30, 1995 and December 31, 1994 werdlas/$o

(dollars in millions) 1995 1994
Deferred tax assets:
Construction accounts $ 3 $ 12
Investments in construction joint ventures 28 14
Insurance claims 32 29
Compensation - retirement benefits 4 6
Other 7 14
Total deferred tax assets 74 75

Deferred tax liabilities:

Investments in securities 8 -

Other 7 12
Total deferred tax liabilities 15 12
Net deferred tax assets $ 59 $ 63

No valuation allowance has been recorded relatinbe deferred tax assets because they are rdalizadber the tax sharing policy of Pk



(11) Employee Benefit Plans

The Group makes contributions, based on colledtargaining agreements related to its constructp@rations, to several multi-employer
union pension plans. These contributions are iredud construction contract costs. Under federa) tae Group may be liable for a portion
of future plan deficiencies; however, there ar&known deficiencies.

The Group also had a long-term incentive plan,kstgpreciation rights, for certain employees. Tl goncluded in 1994. The expense
related to this plan was $1 million in 1994 andn§iftion in 1993. Substantially all employees of {Beoup are covered under the Group's
profit sharing plans. The expense related to théses was $3 million in 1995 and $1 million in 198dd 1993.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(12) Stockholders' Equity

Ownership of the Class B&C Stock is restrictededa@n employees conditioned upon the executioepfirchase agreements which restrict
the employees from transferring the stock. PKSeisegally committed to purchase all Class B&C Staicthe amount computed pursuant to
the Restated Certificate of Incorporation. Issuarared repurchases of common shares, including csinws, for the three years ended
December 30, 1995 were as follows:

B&C
Stock
Shares issued in 1993 1,027,657
Shares repurchased in 1993 2,293,722
Shares issued in 1994 1,018,144
Shares repurchased in 1994 2,427,186
Shares issued in 1995 1,021,875
Shares repurchased in 1995 6,228,934

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(13) Industry and Geographic Data

The Group's operations are primarily conductedni@ business segment; construction contracting fdlleeving is derived from geographic
information in the PKS consolidated financial stadats as it relates to the Group.

Geographic Data (dollars in millions) 1995 19 94 1993
Revenue:
United States $1,963 $1, 896 $1,556
Canada 281 233 175
Other 86 46 52
$2,330 $2, 175 $1,783

Operating earnings:

United States $ 70 % 45 $ 57

Canada 7 14 3

Other 10 - 22
$ 87 3% 50 $ 82

Identifiable assets:

United States $ 878 $ 847 $ 794
Canada 90 102 82
Other 19 14 13

$ 987 $ 963 $ 889



(14) Related Party Transaction

The Group performs certain mine management serfacebe Diversified Group. The income from thesevices was $30 million in 1995
and $29 million in 1994 and 1993.

KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(15) Other Matters

In June 1995, the Group exchanged its intereswwhdally- owned subsidiary involved in gold miningtiities for 4,000,000 common shares
of Kinross Gold Corporation ("Kinross"), a publidiaded corporation. The Group recognized a $2liamipre-tax gain on the exchange
based on the difference between the book valueeo$tbsidiary and the fair market value of the &&srstock on the date of the transaction.

The PKS Board of Directors approved a plan to neataxfree distribution of its entire ownership interesMFS Communications Compal
Inc. ("MFS"), effective September 30, 1995, to @lass D stockholders (the "Spin-off") at a spemiakting on September 25, 1995.

The Spin-off was completed after PKS and Kiewit@aified Group Inc. ("KDG"), a wholly owned firdet subsidiary of PKS, agreed with
MFS to effect a recapitalization of MFS pursuanivtich KDG exchanged a portion of the MFS Commarckstheld by KDG for certain
high-vote convertible preferred stock. In additipripr to completing the Spin-off, PKS purchasedifdnal shares of MFS Common Stock
which were subsequently distributed to the D stotdidrs.

PKS completed an exchange offer prior to the Sfifinvhereby 4,000,000 shares of Class B&C Stock vesxehanged for 1,666,384 shares of
Class D Stock on terms similar to those upon whkikdss B&C Stock can be converted into Class D Stheing the annual conversion per
provided for in PKS' Certificate of Incorporatiofhe conversion ratio used in the exchange was lea¢rliusing final 1994 stock prices
adjusted for 1995 dividends.

The Group is involved in various lawsuits and clgiimcidental to its business. Management beligvaisany resulting liability, beyond that
provided, should not materially affect the Grodpiancial position, future results of operationsfuture cash flows.

The Group leases various buildings and equipmeti¢uboth operating and capital leases. Minimumalgrayments on buildings and
equipment subject to noncancellable operating fedsang the next 29 years aggregate $12 million.

It is customary in the Group's industry to useaasifinancial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit aneditional commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. As of December 30, 1995, the Groupdwatdtanding letters of credit of approximately $1@8ion.

SCHEDULE Il
KIEWIT CONSTRUCTION & MINING GROUP
Valuation and Qualifying Accounts and Reserves

Additions Amounts
Balance Charged to Charged Balance
Beginning Costs and to End of

(dollars in millions) of Period Expenses Reservése®Period

Year ended December

30, 1995

Allowance for doubtful

trade accounts $7 $ 5 8 2% - $10
Reserves:

Insurance claims 73 18 14) 2 79

Year ended December
31,1994

Allowance for doubtful
trade accounts $ 5 $4 % 2 $-8%7



Reserves:
Insurance claims 65 19 (11) - 73

Year ended December
25, 1993

Allowance for doubtful
trade accounts $ 2 $ 4 3 1) $- %5

Reserves:
Insurance claims 66 13 (13) () 65

KIEWIT CONSTRUCTION & MINING GROUP

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The financial statements of the Construction & MmiGroup (the "Group") include the financial pasitj results of operations and cash flows
for the construction business and certain miningises of Peter Kiewit Sons', Inc. ("PKS") and atjum of the corporate assets and liabilit
and related transactions which are not separatelytified with ongoing operations of the Constroiet& Mining Group or the Diversified
Group. The Group's share of corporate assets abifities and related transactions includes amotmtsflect certain financial activities,
corporate general and administrative costs andiectaxes. See Notes 1 and 3 to the Group's finestat@ments.

Revenue from each of the Group's business segmweastén millions):

1995 1994 1993
Construction $2,299 $2,148 $ 1,757
Other 31 27 26
$2,330 $2,175 $1,783

Results of Operations - 1995 vs. 1994

Construction. Construction revenue increased byl $iflion or 7% in 1995. Contributing to the incseawere joint venture revenues and the
inclusion of two additional months of materials@aue generated by the APAC-Arizona ("APAC") compamwhich were acquired on
February 28, 1994. The Group's share of joint wentevenue rose by 32% in 1995 and accounted far &Xotal construction revenue in
1995 and 24% in 1994. The San Joaquin Toll Roadt ¥@nture ("San Joaquin") in southern Califormatributed $225 million and $111
million to revenue in 1995 and 1994. Contract bagldt December 30, 1995 was $2 billion, of whicholi® attributable to foreign operatio
principally, Canada and the Philippines. Projectshe west coast account for 36% of the total lagkthich includes San Joaquin backlog of
$133 million. San Joaquin is scheduled for comptetn 1997.

In 1995, gross margins rose 16% from $170 millimi994 to $197 million in 1995. The growing matkriamarket had a significant effect on
margins. Increased operational efficiencies, as agejoint ventures, including substantial clairttleenents, also impacted margins.

General and Administrative Expenses. General andrastrative expenses decreased 4% in 1995. Declimpayroll, computer operations
and depreciation expense were partially offsetighdr insurance and professional service fees.

Investment Income. Slight improvements in interlesbme, earnings from equity investments and fde&ses on the sale of securities
contributed to the increase in investment income.

Other, net. In 1995 the exchange of the Group'd gpkrations in Nevada for 4,000,000 shares of comsiock of the Kinross Gold
Corporation led to a $21 million gain for the Groiijhe gain was the difference between the Growgssshn the gold operations and the
market value of the Kinross shares at the tim&efexchange. Other income is also primarily conegrizf mine management fees from the
Diversified Group, $30 million and $29 million ir®25 and 1994, and gains on the disposition of ptgpplant and equipment and other
assets.

KIEWIT CONSTRUCTION & MINING GROUP

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

Income Taxes. The effective income tax rate forGineup was 37% and 34% in 1995 and 1994. In 198%ttective rate was higher than the
statutory rate primarily because of state incormeda

Results of Operations- 1994 vs. 199.



Construction. Construction revenue increased byl $88lion or 22% in 1994. The Group's share of faianture revenue also rose by 22% in
1994 and accounted for 24% of total constructioemeie in 1994 and 1993. Several large contractsdmdan 1992 and early 1993
contributed to the overall increase in revenue)dhgest of which was San Joaquin. Also contrilutmthe increase were revenues generated
from the APAC acquisition. Contract backlog at Daber 31, 1994 was $2.2 billion, of which 16% isihtitable to foreign operations,
principally, Canada and the Philippines. Projectshe west coast account for 40% of the total lmagkl

Direct costs associated with construction contrexteased $409 million or 26% to $2.0 billion i894. Costs as a percentage of revenue
approximated 92% and 89% for 1994 and 1993, reispdct

In 1994, the margins were adversely affected by @esrruns and a more competitive market envirortm®&i$20 million reduction of
reserves previously established for the Denmarkelproject favorably impacted 1993 margins.

General and Administrative Expenses. Moderate asas in professional services fees, insurance andtether administrative departments
were primarily responsible for the 7% increaseéneral and administrative costs.

Investment Income. Investment income increased 8orfillion in 1994 from a $1 million loss in 199Bhe improvement is directly
attributable to the decline in losses from the saleé writedown of derivative and other securiti@srf $18 million in 1993 to $2 million in
1994,

Other, net. Significantly higher equipment salesde increase in the gains recognized on the §gmperty, plant and equipment in 1994 to
$13 million from $8 million in 1993.

Income Taxes. The effective income tax rate for@Gneup was 34% and 32% in 1994 and 1993. In 19@S3effective rate is lower than the
expected statutory rate due to the effect of theFd income tax rate change on deferred tax assets

KIEWIT CONSTRUCTION & MINING GROUP

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

Financial Condition - December 30, 1995

The Group's working capital decreased $85 millio@&%6 during 1995. The decline was primarily duéh® conversion and repurchase of
million shares of Class B&C stock totaling $158lmil and dividend payments of $13 million. Thes®ficing activities were partially offset
by $24 million in proceeds from the sale of stook 45 million of short-term borrowings. In additito the cash used in financing activities,
the Group had capital expenditures, net of salesgads, of $64 million. Partially funding theseflmuts was $153 million of cash provided
by operations and $39 million of net proceeds @nsile and maturity of marketable securities.

The Group anticipates investing between $40 andn§illon annually in its construction business,liding opportunities to acquire
additional materials businesses and purchasindiaddi shares of an electrical contractdhe Group is committed to 80% ownership in 1!
Other long term liquidity uses include the paymefiincome taxes and repurchases and conversiactnafon stock. The Group's current
financial condition and borrowing capacity togethdth anticipated cash flows from operations shdwddsufficient for immediate cash
requirements and future investing activities.

In October 1995, the PKS Board of Directors deda&.60 per share dividend on Class B&C Stock lplayia January 199t



EXHIBIT 99.B
KIEWIT DIVERSIFIED GROUP
Index to Financial Statements
and Financial Statement Schedule and Managemeistsg3ion and Analysis of Financial Condition ares®&ts of Operations
Report of Independent Accountants
Financial Statements as of December 30, 1995 awdrbiger 31, 1994 and for the three years ended Deed, 1995:

Statements of Earnings

Balance Sheets

Statements of Cash Flows

Statements of Changes in Stockholders' Equity Niot€énancial Statements

Financial Statement Schedule for the three yeatede®December 30, 1995:
[I--Valuation and Qualifying Accounts and Reserves
Management's Discussion and Analysis of Financtaddtion and Results of Operations

Schedules not indicated above have been omittealisef the absence of the conditions under whiey are required or because the
information called for is shown in the financiaht&ments or in the notes thereto.

REPORT OF INDEPENDENT ACCOUNTANTS

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

We have audited the financial statements and ttafiial statement schedule of Kiewit Diversified @, a business group of Peter Kiewit
Sons', Inc. (as defined in Note 1 to these findrat@tements) as listed in the index on the prexgdage of this exhibit to Form 10-K. These
financial statements and financial statement sdeeahe the responsibility of the Company's manageng@ur responsibility is to express an
opinion on these financial statements and finaratatement schedule based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove, when read in conjunction with the constéid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, inmalterial respects, the financial position of Kieiversified Group as of December 30, 1995
and December 31, 1994 and the results of its dpesaaind its cash flows for each of the three yematise period ended December 30, 199
conformity with generally accepted accounting pipies. In addition, in our opinion the financiaht#ment schedule referred to above, when
considered in relation to the basic financial stedets taken as a whole, presents fairly in all meteespects, the information required to be
included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska

March 19, 1996, March 19, 1996,
except for Note 18, as to

which the date is March 27, 1996.

KIEWIT DIVERSIFIED GROUP
Statements of Earnings

For the three years ended December 30, 1995



(dollars in millions, except per share data) 199 5 1994 1993

Revenue $5 80 $ 537 $ 267
Cost of Revenue 3 58) (327) (154)
2 22 210 113
General and Administrative Expenses (1 80) (133) (70)
Operating Earnings 42 77 43
Other Income (Expense):
Gain on Subsidiary's Stock Transactions, net 3 54 211
Investment Income, net 62 30 18
Interest Expense, net ( 23) (36) (11)
Other, net 1 28 (1) 13
1 70 47 231
Equity Loss in MFS 1 31) (102) (13)
Earnings Before Income Taxes and
Minority Interest 81 22 261
Income Tax Benefit (Provision) 71 10 (80)
Minority Interest in Net (Income)
Loss of Subsidiaries ( 12) 1 -
Net Earnings $1 40 $ 33 $181

Net Earnings Per Common and
Common Equivalent Share $6. 45 $1.63 $9.08

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Balance Sheets
December 30, 1995 and December 31, 1994
(dollars in millions) 19 95 1994

Assets

Current Assets:

Cash and cash equivalents $ 363 $ 330
Marketable securities 484 754
Receivables, less allowance of $2 and $2 81 157
Note receivable from sale of

discontinued operations - 29
Deferred income taxes 5 15
Other 36 83
Total Current Assets 9 69 1,368
Property, Plant and Equipment, at cost:
Land 17 15
Buildings 61 171
Equipment 7 17 1,254

7 95 1,440

Less accumulated depreciation

and amortization (2 89) (336)
Net Property, Plant and Equipment 5 06 1,104
Investments 4 59 258
Intangible Assets, net 4 99 733
Other Assets 57 74

$24 90 $3,537



See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Balance Sheets
December 30, 1995 and December 31, 1994

(dollars in millions) 1 995 1994
Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 61 $ 165
Current portion of long-term debt:

Telecommunications 36 26

Other 4 4
Accrued costs and billings in excess of

revenue on uncompleted contracts 10 37
Accrued reclamation and other mining costs 18 20
Other 88 147
Total Current Liabilities 217 399
Long-Term Debt, less current portion:
Telecommunications 264 827
Other 97 72
Deferred Income Taxes 235 306
Retirement Benefits 54 67
Accrued Reclamation Costs 99 102
Other Liabilities 170 85
Minority Interest 214 448

Stockholders' Equity (Redeemable Common Stock,
$1,151 million aggregate redemption value)

Common equity 1, 125 1,238
Foreign currency adjustment (1) -
Net unrealized holding gain (loss) 16 )
Total Stockholders' Equity 1, 140 1,231
$2, 490 $ 3,537

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Statements of Cash Flows
For the three years ended December 30, 1995

(dollars in millions) 1995 1994 1993

Cash flows from continuing operations:
Net earnings $ 140 $ 33 $ 181
Adjustments to reconcile net earnings

to net cash provided by continuing

operations:
Depreciation, depletion and amortization 96 165 51
(Gain) loss on sale of property, plant

and equipment, and other investments  (7) 16 8
Gain on subsidiary's stock transactions,

net ?3) (54) (211)
Equity (earnings) loss 119 @) (13)
Non-cash interest expense - 40 -

Minority interest in subsidiaries 12 (50) 33)



Decline in market value of investments -

Retirement benefits paid 2)

Deferred income taxes (147)

Change in working capital items:
Receivables 11
Other current assets -
Payables )
Other liabilities 69

Other 4)

Net cash provided by continuing
operations 281

Cash flows from investing activities:
Proceeds from sales and maturities

of marketable securities 408
Purchases of marketable securities (455)
Acquisitions, excluding cash acquired (229)
Proceeds from sale of cellular properties -
Proceeds from sale of property, plant

and equipment, and other investments 14
Capital expenditures (82)
Investments in affiliates (29)
Acquisition of minority interest -
Deferred development costs and other (38)

Net cash used in investing activities $ (411) 0§44 (634)

See accompanying notes to financial statements

KIEWIT DIVERSIFIED GROUP

Statements of Cash Flows

For the three years ended December 30, 1995

(dollars in millions) 1995

Cash flows from financing activities:

Long-term debt borrowings $
Payments on long-term debt, including
current portion (

Net change in short-term borrowings
Issuances of common stock

Issuances of subsidiaries' stock
Repurchases of common stock

Dividends paid

Exchange of Class B&C Stock for Class D

Stock, net 1
Other
Net cash provided by financing activities 1

Cash flows from discontinued
packaging operations:
Proceeds from sales of discontinued
packaging operations
Other cash provided by discontinued
packaging operations
Net cash provided by discontinued
packaging operations

Cash and cash equivalents of MFS at
beginning of year (

Effect of exchange rates on cash

Net increase in cash and cash equivalents

Cash and cash equivalents at
beginning of year 3

Cash and cash equivalents at end of year $3

- 25
(6 (@17
(37) 53
(28) 8
(48) -
23 51
2 36
24 27
69 196

1,610 4,155

(1,473) (4,490)

49

49)

2

©)

55

54

29

(207)  (146)
182 -

7 25

(450)  (139)
B3 3
(6) -

(49)  (36)
1994 1993
$ 691 $ 19
305 (M)
- (80)
1 8
70 458
(20)  (40)
- (17
42 26
@ 3
478 370
5 110
- 20
5 130
133 62
197 135
$330 $197



Supplemental disclosure of cash
flow information:

Taxes $1 32 $66 $ 29

Interest 33 39 4
Noncash investing and financing activities:

Dividend of investment in MFS $3 9 $ - % -
Issuance of C-TEC redeemable preferred stock

for acquisition 39 -
Issuances of MFS stock for acquisitions - 71

MFS stock transactions to settle contingent

purchase price adjustment - 25

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP

Statements of Changes in Stockholders' Equity f@three years ended December 30, 1995

(dollars in millions, except per share data) 1995 1994 1993
Common equity:
Balance at beginning of year $ 1,238 $ 1,182 $ 1,017
Issuances of stock 5 1 8
Repurchases of stock 3) (20) (40)
Exchange of Class B&C Stock for Class
D Stock, net 155 42 26
Net earnings 140 33 181
Dividend of investment in MFS (399) - -
Dividends (per share: $.50 in 1995(a),
$.50 in 1993) (11) - (10)
Balance at end of year 1,125 1,238 1,182
Other equity adjustments:
Balance at beginning of year ) 9 4
Foreign currency adjustment 1) - 4)
Net unrealized holding gain (loss) 23 (16) 9
Balance at end of year 15 ©) 9
Total stockholders' equity $ 1,140 $ 1,231 $ 1,191

(a) Dividend declared in 1995 but paid in Janu&96L
See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
(1) Basis of Presentation

The Class B&C Stock and the Class D Stock are dedigp provide stockholders with separate secanigflecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction businessl certain mining services ("Construction & MiniBgoup") and its other businesses
("Diversified Group").

The financial statements of the Diversified Grooglide the financial position, results of operagiamd cash flows for PKS' businesses other
than its Construction & Mining Group businessedd by a whollyewned subsidiary, Kiewit Diversified Group Inc. ©G") and a portion ¢
the PKS corporate assets and liabilities and el sactions which are not separately identifigtl the ongoing operations of the
Diversified Group or the Construction & Mining GqmuT hese financial statements have been prepanegl e historical amounts included

in the PKS consolidated financial statements.

Although the financial statements of PKS' DivegsifiGroup and Construction & Mining Group separateport the assets, liabilities and
stockholders' equity of PKS attributed to each syrcup, legal title to such assets and responitbdr such liabilities will not be affected by
such attribution. Holders of Class D Stock and €B&C Stock are stockholders of PKS. Accordinghe PKS consolidated financial
statements and related notes should be read inroatign with these financial statemer



(2) Summary of Significant Accounting Policies
Principles of Group Presentation

These financial statements include the accountiseoDiversified Group ("the Group"). The Group'si@onstruction & Mining Group's
financial statements, taken together, comprisefdtie accounts included in the PKS consolidatedrfcial statements. The Group's
enterprises include coal mining, telecommunicatiolasga management services, energy productioniaheétiand sales. The Group's only
reportable segments are coal mining and telecontations.

Fifty-percent-owned mining joint ventures are cditsded on a pro rata basis. Investments in otbherganies in which the Group exercises
significant influence over operating and finangialicies are accounted for by the equity methodhddition, the Group accounts for its
investments in international energy projects usiregequity method. All significant intercompany agnts and transactions, except those
directly between the Group and the Construction iy Group, have been eliminated.

Coal Sales Contracts

The Group's coal is sold primarily under long-teromtracts with electric utilities, which burn caalorder to generate steam to produce
electricity. A substantial portion of the Group&des were made under long-term contracts during, 18994 and 1993. The remainder of the
Group's sales are made on the spot market whexespaire substantially lower than those in the l@mg contracts. As the lortigrm contract
expire, a higher proportion of the Group's saldsagcur on the spot market.

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements

The coal industry is highly competitive. The Gragmpetes not only with other domestic and foreigal suppliers, some of whom are lar
and have greater capital resources than the Ghaiglso with alternative methods of generatingteiigity and alternative energy sources.
Many of the Group's competitors are served by tioaads and, due to the competition, often betfiefin lower transportation costs than the
Group which is served by a single railroad. Addititly, many competitors have lower stripping ratioan the Group, often resulting in lower
comparative costs of production.

The Group is also required to comply with varioeddral, state and local laws concerning proteaifdhe environment. The Group believes
its compliance with environmental protection analaestoration laws will not affect its competitigesition since its competitors are
similarly affected by such laws.

The Group and its mining ventures have enteredvatmus agreements with its customers which stijgudielivery and payment terms for the
sale of coal. Prior to 1993, one of the primaryteoeers deferred receipt of certain commitments dogipasing undivided fractional interests
in coal reserves of the Group and the mining verstudnder these arrangements revenue was recogwisadcash was received. The
agreements with this customer were renegotiatd®®?2. In accordance with the renegotiated agreesntirdre were no sales of interests in
coal reserves subsequent to January 1, 1993. TonegpGias the obligation to deliver the coal reseteghe customer in the future if the
customer exercises its option. If the option isreised, the Group presently intends to deliver émah unaffiliated mines and a mine in wh
the Group has a 50% interest. In the opinion ofagament, the Group has sufficient coal reservesver the above sales commitments.

The Group's coal sales contracts are with seveetrie utility and industrial companies. In theeew that these customers do not fulfill
contractual responsibilities, the Group would perthe available legal remedies.

Telecommunications Revenues

C-TEC Corporation's, ("C-TEC"), most significantsppting groups are its local telephone servicecate system operations. C-TEC's
telephone network access revenues are derivedrfedraccess charges, toll rates and settlementgemaants for traffic that originates or
terminates within C-TEC's local telephone compdsvenues from telephone services and basic andyreaable programming services
are recorded in the month service is provided.

The telecommunications industry is subject to lpstite and federal regulation. Consequently, tiléyaof the telephone and cable groups to
generate increased volume and profits is largefeddent upon regulatory approval to expand custtrases, increase prices and limit
expenses.

Competition for the cable group's services tradiity has come from broadcast television, videdalsrand direct broadcast satellite received
on home dishes. Future competition is expected tedephone companies.

Concentration of credit risk with respect to acasueceivable are limited due to the dispersiooustomer base among geographic areas anc
remedies provided by the terms of contracts artdtsta



KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
Depreciation and Amortization

Property, plant and equipment are recorded at Begireciation and amortization for the majorityttoé Group's property, plant and equipn
are computed on accelerated and straight-line rsthidepletion of mineral properties is providedrmtiily on an units-of-extraction basis
determined in relation to estimated reserves.

In accordance with industry practice, certain thtape plant owned by C-TEC valued at $233 milliodepreciated based on the estimated
remaining lives of the various classes of deprdeipboperty and straight-line composite rates. Wieperty is retired, the original cost, plus
cost of removal, less salvage, is charged to actatedidepreciation.

Intangible Assets

Intangible assets primarily consist of amountscalted upon purchase of existing operations, fraecand subscriber lists and development
costs. These assets are amortized on a straighibdisis over the expected period of benefit, whimds not exceed 40 years.

The Group reviews the carrying amount of intangdseets for impairment whenever events or chamgeisdumstances indicate that the
carrying amount may not be recoverable. Measurewfeanty impairment would include a comparison dineated future operating cash
flows anticipated to be generated during the remagilife of the asset to the net carrying valu¢haf asset.

Pension Plans

The Group maintains defined benefit plans primaolypackaging employees who retired prior to thepdsition of the packaging operations.
Benefits paid under the plans are based on yeamsreice for hourly employees and years of seraiwdrates of pay for salaried employees.

Substantially all of C-TEC's employees are incluited trusteed noncontributory defined benefit pldpon retirement, employees are
provided a monthly pension based on length of serand compensation.

The plans are funded in accordance with the remgrgs of the Employee Retirement Income Securityohd974.
Reserves for Reclamation

The Group follows the policy of providing an acdrfa reclamation of mined properties, based onetbtmated cost of restoration of such
properties, in compliance with laws governing strijming. It is at least reasonably possible thataktimated cost of restoration will be
revised in the near term.

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
Foreign Currencies

The local currencies of foreign subsidiaries ageftmctional currencies for financial reporting poses. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revand expenses are translated using average gechates prevailing during the year.
Gains or losses resulting from currency translasienrecorded as adjustments to stockholders'yequit

Subsidiary Stock Sales and Issuances
The Group recognizes gains and losses from the aalgissuances of stock by its subsidiaries.
Earnings Per Share

Primary earnings per share of Class D Stock haga bemputed using the weighted average numberasésioutstanding during each year.
The number of shares used in computing primaryiegsrper share were 21,718,792, 20,438,806 andl1885 in 1995, 1994 and 1993.
Fully diluted earnings per share have not beereptesl because it is not significantly differentfrprimary earnings per share.

Income Taxes



Deferred income taxes are provided on the tempdliffisrences between the financial reporting basid the tax basis of the Group's assets
and liabilities using enacted tax rates in effectthe year in which the differences are expeate@verse.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

Reclassifications

Where appropriate, items within the financial stagats and notes thereto have been reclassifiedgremous years to conform to current
year presentatiot

Fiscal Year

The Group's fiscal year ends on the last Satund@eicember. There were 52 weeks in fiscal years 398 1993 and 53 weeks in the 1994
fiscal year.

C-TEC has a calendar fiscal year.
KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
(3) MFS Spin-off

The PKS Board of Directors approved a plan to netaxfree distribution of its entire ownership interesMFS Communications Compal
Inc. ("MFS"), effective September 30, 1995, to @lass D stockholders (the "Spin-off”) at a speniakting on September 25, 1995.

The Spin-off was completed after PKS and KDG agreitd MFS to effect a recapitalization of MFS puastito which KDG exchanged a
portion of the MFS Common Stock held by KDG fortaer high-vote convertible preferred stock. In aiddi, prior to completing the Spin-
off, PKS purchased additional shares of MFS Com@imck which were subsequently distributed to thes€D stockholders.

PKS completed an exchange offer prior to the Sfiinvbereby 4,000,000 shares of Class B and ClaS$o€k ("Class B&C Stock) were
exchanged for 1,666,384 shares of Class D Stodkrams similar to those upon which Class B&C Stoak be converted into Class D Stock
during the annual conversion period provided fathin Company's Certificate of Incorporation. Thevarsion ratio used in the exchange was
calculated using final 1994 stock prices adjustedlf95 dividends.

After the recapitalization of MFS and the exchanfjer discussed above, shares were distributeti®@ibasis of approximately 1.741 share
MFS Common Stock and approximately .651 sharesk® Mreferred Stock for each share of outstandiagdD Stock.

The net investment in MFS distributed on Septen30er1 995 was approximately $399 million.

The results of operations of MFS have been claskds a single line item on the statements of egsrfior the three years ended December
30, 1995. MFS is consolidated in the 1994 balaheetsand the 1994 and 1993 statements of cash.flows

Operating results of MFS through September 30, HRbfor fiscal years 1994 and 1993 are summassddllows:

(dollars in millions) 1995 1 994 1993
Revenue $412 % 287 $141
Loss from operations a7e) ( 136) (31)
Net loss (196) ( 151) (16)
Group's share of loss in MFS (131) ( 102) (13)

Included in the income tax benefit on the statenoéearnings for the year ended December 30, 1i8¥83 million of tax benefits from the
reversal of certain deferred tax liabilities, reszgd on gains from previous MFS stock transactitve will not be taxed due to the Spin-off.

KIEWIT DIVERSIFIED GROUP



Notes to Financial Statements

(4) Corporate Activities
Financial Structure

Cash, cash equivalents and marketable securitiesallecated between the Groups based upon theedeasipital structure of the two Groups
at December 28, 1991. Financial statement impdal&/mlends paid to holders of Class D Stock amulirehases and issuances of Class D
Stock in 1995, 1994 and 1993 were reflected irr thefirety in the Diversified Group's financial tetaments.

PKS, in addition to specifically attributable itenhss corporate assets, liabilities and relatednecand expense which are not separately

identified with the ongoing operations of the Grauphe Construction & Mining Group. The items igttitable to the Group and the Group's
50% portion of PKS is as follows:

(dollars in millions) 1995 1994
Cash and cash equivalents $ - $ 86
Marketable securities 10 15
Property, plant and equipment, net 5 5
Other assets 3 14
Total Assets $ 18 $ 120
Accounts payable $ 23 $ 67
Long-term debt, including current portion 3 7
Other liabilities - 2
Total Liabilities $ 26 $ 76
1995 199 4 1993
Net investment income (expense) $ - $ 7% 6
Other income (expense) - 4 @

Corporate General and Administrative Costs

A portion of corporate general and administratiosts has been allocated to the Group based uptaircereasures of business activities, !
as employment, investments and sales, which metiathgement believes to be reasonable. These alesaiere $5 million, $8 million ar
$10 million in 1995, 1994 and 1993. Due to a reatignt of the corporate overhead departments, @pat the administrative functions and
personnel previously allocated to the Group are lomated at the Group.

Income Taxes

All domestic members of the PKS affiliated group arcluded in the consolidated U.S. income taxrrefiled by PKS as allowed by the

Internal Revenue Code. Accordingly, the provisionihicome taxes and the related payments or refohtdsc are determined on a
consolidated basis.

The financial statement provision and actual cagtpayments have been reflected in the Group'€Candtruction & Mining Group's
financial statements in accordance with PKS' téocation policy for such groups. In general, suohqy provides that the consolidated tax
provision and related cash flows and balance sdreeunts are allocated between the Group and thst@aetion & Mining Group, for group
financial statement purposes, based principallynupe financial income, taxable income, creditgfgnences and other amounts directly
related to the respective groups. The provisiorefitiimated United States income taxes for the Gdogs not differ materially from that
which would have been determined on a separaterbasis.

(5) Acquisitions

During 1995, the Group and its subsidiaries acgluine entities described below. The Group has adeduor the transactions as purchases
and consolidated the operating results since thaisition dates. Purchase prices in excess ofdinarfarket values of net assets acquired
been recorded as goodwill, in intangible assets.

C-TEC completed the first step of an acquisition @fiTf County Trans Video, Inc. ("Twin County") in M&®95. Twin County provides cal
television service to 74,000 subscribers in eadtemmsylvania. In consideration for 40% of the @dsitock of Twin County, G-EC paid $2!
million in cash and issued a $4 million note ofstésidiary, C-TEC Cable Systems, Inc. In addit+TEC paid $11 million in consideration
of a noncompete agreement. The remaining outstgradimmon stock of Twin County was acquired in Segter 1995 in exchange for $52
million stated value redeemable preferred stocB-GIEC. The preferred stock has a stated dividetedaB5%, beginning January 1, 1996.
The fair value of the preferred stock, as deterohimg an independent appraiser, is $39 million angcorded in other liabilities. Goodwill



$18 million is being amortized over 10 years.

Pursuant to a stock rights offering in August 1995TEC acquired majority voting control of Mercomg¢. ("Mercom") through the exercise
of stock rights and over subscription privilegesmediately prior to the rights offering, C-TEC owln43% of the outstanding common stock
of Mercom and accounted for it under the equityhmdt For the aggregate consideration of approxin&# million, C-TEC increased its
ownership interest to 62% and accordingly constdid&ercom in its financial statements. C-TEC'altotvestment exceeded the underlying
equity of Mercom by $11 million, which is being artived over 15 years.

The following unaudited pro forma information shatlve results of the Group as though the C-TEC adtipuis occurred at the beginning of
1995 and 1994. These results include certain adprstis, primarily increased amortization, and donsatessarily indicate future results, nor
the results of historical operations had the adfijpins actually occurred on the assumed dates.

(in millions, except per share data) 1995 1994
Revenue $ 598 $574
Net earnings 135 25

Earnings per share of Class D stock 6.23 1.26

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
(6) Gain on Subsidiary's Stock Transactions, net

In May 1993, MFS sold 12.7 million shares of comnstock to the public at an initial offering price%20 per share for $233 million, net of
certain transaction costs. An additional 4.6 millghares were sold to the public in September 1898 price of $50 per share for $218
million, net of certain transaction costs. Subs#diytall of the net proceeds from the offeringsidied MFS' growth.

In 1994, the Group settled a contingent purchaee @djustment resulting from MFS' 1990 purchas€litago Fiber Optic Corporation
("CFQO"). The former shareholders of CFO acceptedMtock previously held by the Group, valued atentrmarket prices, as payment of
the obligation.

The above transactions, along with the stock issemby MFS for acquisitions and employee stockoogtireduced the Group's ownership in
MFS prior to the Spin-off in 1995 to 66% and to 6@%@ 71% at the end of 1994 and 1993. As a rabeliGroup recognized gains of $3
million, $54 million and $211 million in 1995, 19%hd 1993 representing the increase in the Graupfsortionate share of MFS equity.
Deferred income taxes had been established on tja@se prior to the Spin-off.

(7) Disclosures about Fair Value of Financial lnstents
The following methods and assumptions were us&termine classification and fair values of finah@nstruments:
Cash and Cash Equivalents

Cash equivalents generally consist of highly ligmistruments purchased with an original maturityrwée months or less. The securities are
stated at cost, which approximates fair value.

Marketable Securities and Non-current Investments

The Group has classified all marketable securéiesnon- current investments not accounted for uhdeequity method as available-for-
sale. The amortized cost of the securities usedmputing unrealized and realized gains and lassastermined by specific identification.
Fair values are estimated based on quoted marikesgor the securities on hand or for similar stweents. Net unrealized holding gains and
losses are reported as a separate component khetders' equity, net of tax.

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements

At December 30, 1995 and December 31, 1994 the wostalized holding gains and losses and estinfatedalues of marketable securities
and noncurrent investments were as follows:

Unrealized Unr ealized
Amortized  Holding H olding Fair
(dollars in millions)  Cost  Gains Losses Value



1995:

Kiewit Mutual Fund:

Short-term government $ 99 $ 1 $ - $ 100
Intermediate term bond 76 4 - 80
Tax exempt 130 4 - 134
Equity 10 2 - 12
Equity securities 8 3 - 11
U.S. debt securities 2 - - 2
Federal agency securities 8 - - 8
Municipal debt securities 1 - - 1
Corporate debt securities 134 - - 134
Collateralized mortgage

obligations - 2 - 2

$468 $ 16 $ - $ 484

Non-current Investments:

Equity securities $38 $ 10 $ - $ 48
1994:
Kiewit Mutual Fund:

Short-term government $ 42 $ - $ 1 $ 41
Intermediate term bond 202 - 4 198
Tax exempt 5 - - 5
Equity securities 4 - 1 3
U.S. debt securities 275 - 3 272
Federal agency securities 77 - - 77
Municipal debt securities 5 - - 5
Corporate debt securities 145 - 2 143
Collateralized mortgage

obligations 12 1 3 10

$767 $ 1 $14 $ 754

Non-current investments:

Equity securities $5 $ 5 $ 2 $ 62

For debt securities, amortized costs do not vagiicantly from principal amounts. Realized gaaml losses on sales of marketable
securities were $1 million and $2 million in 1992, million and $16 million in 1994, and $29 milli@md $39 million in 1993.

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
At December 30, 1995, the contractual maturitiehefdebt securities are as follows:

(dollars in millions) Amortized Co st Fair Value

U.S. debt securities:
Less than 1 year $ 2 $ 2

Federal agency securities:
Less than 1 year $ 8 $ 8

Municipal debt securities:

1-5 years $ - $ -

5-10 years - -

Over 10 years 1 1
$ 1 $1

Corporate debt securities:

Less than 1 year $ 33 $ 33

1-5 years 81 81

5-10 years 20 20
$ 134 $134

Maturities for the mutual fund, equity securitieslacollateralized mortgage obligations have nonlggesented as they do not have a si



maturity date.
Long-term Debt

The fair value of debt was estimated using theeimantal borrowing rates of the Group for debt efthme remaining maturities. With the
exception of C-TEC, the fair value of debt approaies the carrying amount. C-TEC's Senior Securegdd\and the Credit Agreement with
National Bank of Cooperatives have an aggregate/édiie of $253 million

(8) Investments

In February 1995, CalEnergy Company, Inc. ("CEgdjnferly named California Energy Company, Inc., quity method investee, completed
the purchase of Magma Power Company. The cashagtos, valued at $950 million, was partially fiad by the sale of 17 million shares
of CE common stock at $17 per share. As part sfdffiering, the Group purchased 1.5 million shalesddition, during the second quarter
of 1995, the Group purchased an additional 200¢a®@mon shares of CE. At December 30, 1995, the isomned 21% of CE's outstanding
common stock and had a cumulative investment it@&mon stock of $153 million, $37 million in excedshe Group's proportionate shi
of CE's equity. The excess investment is being &imsal over 20 years. Equity earnings, net of godidmnortization, were $10 million, $5
million and $7 million in 1995, 1994 and 1993. G&tranon stock is traded on the New York Stock Exclea@n December 30, 1995, the
market value of the Group's investment in CE comstook was $211 million.

KIEWIT DIVERSIFIED GROUP
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In 1995, 1994 and 1993, the Group also recordedelids in kind, of $1 million, $5 million and $5 liien declared by CE consisting of
voting convertible preferred stock. The stock darids brought the Group's total investment in cdiblerpreferred stock to $65 million. In
March 1995, CE exchanged the preferred stock fif¥9Convertible Subordinated Debentures (the "Debent) that pay interest semi-
annually. The Debentures mature in December 208&enconvertible into CE common stock at a conerrgrice of $18.375 per share any
time prior to maturity. CE may prepay the Deberdufehe share price of CE stock is at least 150% @ conversion price for any 20 trading
days out of any 30 consecutive trading days.

On February 20, 1996 the Group exercised 1.5 mili& options at a price of $9 per share. The t@msaincreased the Group's ownership
interest in CE to 24%. In addition, the Group hasnillion options to purchase additional CE statlprices of $11.625-$12 per share.

The following is summarized financial informatioh@alEnergy Company Inc.:

Financial Position (dollars in millions) 1995 1994
Current assets $ 41 8 $ 518
Other assets 2,23 6 613
Total assets 2,65 4 1,131
Current liabilities 56 4 309
Other liabilities 1,54 6 578
Redeemable preferred stock - 64
Total liabilities 2,11 0 951
Net assets $ 54 4 $180
Operations (dollars in millions) 1995 1994 1993
Revenue $ 399 $186 $ 132

Net income available to
common stockholders $ 62 $32 $ 43

In January 1995, GEC purchased, for $84 million in cash, a 40% eqpdsition in Megacable S.A. De C.V. ("Megacablé/gexico's secon
largest cable television operator with 174,000 stibers in twelve cities. C-TEC accounts for itggatment using the equity method. The
excess cost over the underlying assets of Megacapeoximately $94 million, is being amortizedastraight line basis over 15 years. C-
TEC's share of Megacable's earnings, net of gobdwmibrtization was approximately a $3 million laigs1995.

KIEWIT DIVERSIFIED GROUP
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Pursuant to a joint venture agreement with CEQhaup is an equity investor with CE in the Mahar@agglgeothermal power project and the
Casecnan power/irrigation project in the PhilipginBoth projects are under construction. To degeGtoup has invested $89 million in the
Philippine projects. The Group also expects torbequity investor with CE in additional geothermedjects in Indonesia. To date

investments in these projects total $9 million.

Investments also include equity securities clasdifis non- current and carried at the fair valu®48f million.

(9) Intangible Assets

Intangible assets consist of the following at DebenB80, 1995 and December 31, 1994:

(dollars in millions)

Goodwill

1995
$ 199

Franchise and subscriber lists 224
Noncompete agreements 86
Licenses and rights-of-ways -
Deferred development costs 47
Toll road franchise costs 109

Other

Less accumulated amortization

(10) Long-Term Debt

669
(170)
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At December 30, 1995 and December 31, 1994, lomg-tkebt was as follows::

(dollars in millions)
Telecommunications:

C-TEC Long-term Debt (with recourse only
to C-TEC):
Credit Agreement - National Bank for
Cooperatives (7.51% due 2009) $

Senior Secured Notes -
(9.65%, due 1999)
(includes unamortized premium of $5 and
$6 based on imputed rate of 6.12%)

Term Credit Agreement - Morgan Guaranty
Trust Company
(7% due 2002)

Promissory Note - Twin County Acquisition
(5% due 2003)

Revolving Credit Agreements and Other

MFS Long-term Debt (with recourse only to MFS):
9.375% Senior Discount Notes, Due 2004,
with semi-annual interest payments 1999-2004

Notes Payable, Due 1995, (Prime plus 1.5%)

Other Long-term Debt:

9.5% to 11.1% Notes to former stockholders
due 1996-2001

6.25% to 8.75% Convertible debentures

Construction loans and other

Less current portion

1995

119

150

19

1994

$ 128

156



$ 361 $ 899

In March 1994, C-TEC's telephone group enteredara 35 million Credit Agreement with the NatioBank for Cooperatives ("National”).
The funds were used to prepay outstanding borraswvith the United States of America. Substantiallythe assets of C-TEC's telephone
group are subject to liens under this Credit Agrestnin addition, the telephone group is restriétedch paying dividends in excess of the
prior year net income.

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements

The Senior Secured notes are collateralized bygpkedf the stock of C-TEC's cable group. The nobesain restrictive covenants which
require, among other things, specific debt to dksh ratios.

Mercom, a consolidated subsidiary of C-TEC, hadgeel the common stock of its operating subsidiasesollateral for the Term Credit
Agreement ("Agreement") with Morgan Guaranty Trdsimpany ("Morgan"). In addition, a first lien onr@@n material assets of Mercom i
its subsidiaries has been granted to Morgan. Thedxgent contains a restrictive covenant which reguviercom to maintain a specified ¢
to cash flow ratio.

In connection with the acquisition of Twin Countyahfs Video, Inc., C-TEC Cable Systems, Inc., a Whmkned subsidiary of GEC, issue
a $4 million 5% promissory note. The note is unsedu

C-TEC's cable group has Revolving Credit agreemehish are collateralized by a pledge of the stoicthe cable group subsidiaries. At
December 30, 1995, the borrowings available urtteagreement total $12 million. The commitmentsradeiced on a quarterly basis
through maturity in September 1996. The cable gimaghborrowings of $7 million (6.7% weighted averagterest rate) as of December
1995.

The convertible debentures are convertible durintper of the fifth year preceding their maturiptel Each annual series may be redeemed
in its entirety prior to the due date except dutimg conversion period. Debentures were conventiedd9,022, 12,594 and 14,322 shares of
Class D common stock in 1995, 1994, and 1993. partof the exchange offer completed prior to tHeSVBpin-off, all holders of 1990 and
1991 debentures and 1993 D debentures convertgdigieentures into Class C and Class D common stock

Other long-term debt consists primarily of constiut financing of a privately owned toll road whielill be converted to term debt upon
completion of the project. Variable interest rateshis debt ranged from 7% to 10% at Decembefl895. The Group capitalized $7 million
of interest in 1995.

Scheduled maturities of long-term debt through 28@0as follows (in millions): 1996 - $40; 19975651998 - $62; 1999 - $61 and $13 in
2000.
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(11) Income Taxes

An analysis of the income tax benefit (provisiorjdre minority interest for the three years endeddnber 30, 1995 follows:

(dollars in millions) 1995 1994 1993
Current:
U.S. federal $ (69) $ (21) $ (24)
Foreign @4 @ 3
State ?3) 4) (3)
(76)  (27) (27)
Deferred:
U.S. federal 140 27 (53)
Foreign 3 4 -
State 4 6
147 37 (53)
$ 71 $ 10 $ (80)

The United States and foreign components of easrfimigtax reporting purposes, before equity los8IFS, (recorded net of tax), minori



interest and income taxes follow:

(dollars in millions) 1995 1994 1993
United States $ 211 $123 $274
Foreign 1 1 -

$ 212 $124 $274

A reconciliation of the actual income tax bengfitdvision) and the tax computed by applying the.e8eral rate (35%) to the earnings
before equity loss in MFS, (recorded net of taxiparity interest and income taxes for the threeryemded December 30, 1995 follows:

(dollars in millions) 1995 1994 1993
Computed tax at statutory rate $ (74) $ (43) $ (96)
State income taxes - - 3)
Depletion 2 3 3
Dividend exclusion - 2 3
Goodwill amortization 3) 2) 1
Tax exempt interest 2 3 -
Prior year tax adjustments 51 51 12
MFS deferred tax 93 - -
Other - 4) -

$ 71 $ 10 $ (80)

Possible taxes beyond those provided on remittasfcesdistributed earnings of foreign subsidiaaes not expected to be material.
KIEWIT DIVERSIFIED GROUP
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The components of the net deferred tax liabiliteeghe years ended December 30, 1995 and Dece®ibd©94 were as follows:

(dollars in millions) 1995 1994
Deferred tax liabilities:

Investments in securities $ 7 $ -
Investments in joint ventures 37 83
Investments in subsidiaries 9 101
Asset bases - accumulated depreciation 191 196
Deferred coal sales 39 11
Other 23 24
Total deferred tax liabilities 306 415
Deferred tax assets:

Insurance claims 5 10
Compensation - retirement benefits 24 16
Provision for estimated expenses 22 10
Net operating losses of subsidiaries 5 84
Alternative minimum tax credits of subsidiary 5 13
Other 19 43
Valuation allowances (4) (52)
Total deferred tax assets 76 124
Net deferred tax liabilities $ 230 $ 291

(12) Employee Benefit Plans

The Group's defined benefit pension plans covenamily packaging employees who retired prior to digposition of the packaging
operations. The expense related to these plansp@eximately $7 million, $1 million and $7 millidn 1995, 1994 and 1993.

C-TEC maintains a separate defined benefit plasdbstantially all of its employees. The prepaist@nd expense related to this plan is not
significant at December 30, 1995 and December 394 ,1and for the three years ended December 3G, 199

The Group also had a lo-term incentive plan, consisting of stock appreoratights, for certain employees. This plan conetliah 1994. Th



expense related to this plan was $1 million in 18684 1993.

Substantially all employees of the Group, with ¢éixeeption of C-TEC employees, are covered undeGtioeip's profit sharing plans. The
expense related to these plans was less than fidnnm 1995 and $1 million in 1994 and 1993.
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(13) Postretirement Benefits

In addition to providing pension and other suppletakbenefits, the Group provides certain healtle ead life insurance benefits primarily
for packaging employees who retired prior to threpdsition of certain packaging operations and C-E&E{loyees who retired prior to 1993.
Employees become eligible for these benefits i tiieet minimum age and service requirements tielf aigree to contribute a portion of the
cost. These benefits have not been funded.

In March 1995, the Group settled its liability withispect to certain postretirement life insurareeeiits. The Group purchased insurance
coverage from a third party insurance company faraximately $14 million to be paid over seven gedihe settiement did not have a
material impact on the Group's financial positionresults of operations or cash flows.

The net periodic costs for health care benefitevess than $1 million in 1995, $1 million in 198dd $4 million in 1993. In all years, the
costs related primarily to interest on accumuldtendefits.

The accrued postretirement benefit liability a®ettember 30, 1995 was as follows:

Health

(dollars in millions) Insurance
Retirees $ 31
Fully eligible active plan participants -
Other active plan participants

Total accumulated postretirement benefit obligat ion 31
Unrecognized prior service cost 19
Unrecognized net loss (@)

Accrued postretirement benefit liability $ 43

The unrecognized prior service cost resulted fremiain modifications to the postretirement bengfin for packaging employees which
reduced the accumulated postretirement benefigatitin. The Group may make additional modificationthe future.

A 7.7% increase in the cost of covered health bareefits was assumed for fiscal 1995. This ratsssimed to gradually decline to 6.2% in
the year 2020 and remain at that level thereaftd2 increase in the health care trend rate wauldsiase the accumulated postretirement

benefit obligation ("APB") by less than $1 milliat year-end 1995. The weighted average discoumused in determining the APB was
6.75%.
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(14) Stockholders' Equity

PKS is generally committed to purchase all Classtéxk in accordance with the Restated Certifichlearporation. Issuances and
repurchases of common shares, including conversionthe three years ended December 30, 1995 asefellows:

D Stock
Shares issued in 1993 748,026
Shares repurchased in 1993 841,808
Shares issued in 1994 777,556
Shares repurchased in 1994 396,684
Shares issued in 1995 2,675,553
Shares repurchased in 1995 42,147

(15) Industry and Geographic Dz



The Group's operations are conducted domestiaaliyd reportable business segments: mining anddeieunications.
In 1995, 1994 and 1993 Commonwealth Edison Compangunted for 23%, 22% and 44% of the Group's ngaen
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The information below summarizes the Group's oparatin different industries:

Industry Data (dollars in millions) 199 5 1994 1993
Revenue:
Mining $ 2 16 $ 225 $ 210
Telecommunications 3 25 291 48
Other 39 21 9
$ 5 80 $ 537 $ 267
Operating earnings (loss):
Mining $ 7 7% 76% 75
Telecommunications 3 7 27 6
Other 7 2) (26) (38)
$ 4 2 $ 77% 43

Identifiable assets:

Mining $ 37 4 $ 370 $ 420
Telecommunications 1,14 2 2551 1,682
Other 25 9 118 68
Corporate (1) 71 5 498 589

$2,49 0 $3,537 $2,759
Capital Expenditures:
Mining $ 4 $ 3% 5
Telecommunications 7 2 426 127
Other 6 16 3
Corporate - 5 4

$ 8 2 $ 450 $ 139
Depreciation, depletion and amortization:
Mining $ 7% 11 $ 12
Telecommunications 8 1 149 35
Other 5 4 3
Corporate 3 1 1

$ 9 6 $165 $ 51

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

(16) Related Party Transaction

The Group receives certain mine management serfrizesthe Construction & Mining Group. The expeif@ethese services was $30 milli
for 1995 and $29 million for 1994 and 1993.
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(17) Other Matters

In May 1995, the lawsuit titted Whitney Benefitacl and Peter Kiewit Sons' Co. v. The United Statas settled. In 1983, plaintiffs alleged
that the enactment of the Surface Mining Contral Beclamation Act of 1977 had prevented the miihtpeir Wyoming coal deposits and
constituted a government taking without just congagion. In settlement of all claims, plaintiffs agd to deed the coal deposits to the
government and the government agreed to pay @fai®200 million, of which Peter Kiewit Sons' Ca.KDG subsidiary, receive



approximately $135 million in June 1995 and recdriién other income on the statement of earnings.

In 1994, several former stockholders of an MFS &lidy filed a lawsuit against MFS, KDG and theeaftexecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C-1381. These sharebaddsold shares of the subsidiary to MFS
in September 1992. MFS completed an initial pubffering in May 1993. Plaintiffs allege that MF&drdulently concealed material
information about its plans from them, causing thersell their shares at an inadequate price. #ffaihave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendapect that a trial will be held in 1996.
Prior to the initial public offering, KDG agreedittdemnify MFS against any liabilities arising frahee September 1992 sale; if MFS is
deemed to be liable to plaintiffs, KDG will be réxd to satisfy MFS' liabilities pursuant to thelé@mnity agreement.

The Group is involved in various other lawsuitgiicls and regulatory proceedings incidental toutsitess. Management believes that any
resulting liability, beyond that provided, shouldt materially affect the Group's financial positidmture results of operations or future cash
flows.

In many pending proceedings, the Group is one ofarous defendants who may be "potentially resptagiaarties"” liable for the cleanup of
hazardous substances deposited in landfills or sitess. The Group has established reserves ta dsyerobable liabilities for environmental
cases and believes that any additional liabilitidsnot materially affect the Group's financial gition, future results of operations or future
cash flows.

A subsidiary of the Group, Continental Holdings.|memains contingently liable as a guarantor & Bbllion of debt relating to various
businesses which have been sold.

The Group leases various buildings and equipmeti¢iunoth operating and capital leases. Minimumalgrdyments on buildings and
equipment subject to noncancelable operating lestisg the next 8 years aggregate $76 million.

It is customary in the Group's industries to usgoues financial instruments in the normal courséwdiness. These instruments include items
such as letters of credit. Letters of credit aneditoonal commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. As of December 30, 1995, the Groupdadtanding letters of credit of approximately $3fion.

In November 1995, C-TEC announced that it had eedjag investment banker to assist with evaluatiragegic alternatives for its various
business units with a view toward enhancing shadelhwalue. C-TEC is now planning to distributdtsshareholders in a tax-free spin-off
the telephone group, the communications servicegpgrand certain other assets. Following the sffifeeTEC plans to combine its
remaining businesses, which will consiste of itmdstic cable group, with a third party pursuard tax-free, stock- for-stock transaction. C-
TEc has received a number of inquiries regardimigd@mestic cable group and is holding discussiatisinterested patrties.
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(18) Subsequent Event

In 1996, RCN Corporation ("RCN"), a majority ownsabsidiary, entered into an asset purchase agreéeabemg with other ancillary
agreements, with Liberty Cable Company, Inc. ("8 to purchase an 80 percent interest in cenpaivate cable systems in New York City
and selected areas of New Jersey. The transadtiseadcon March 6, 1996. These cable systems praulscription television services using
microwave frequencies. RCN deposited $27 millioamnescrow account which was released on the gakite. In addition, RCN issued a
$15 million promissory note that is expected tgphel during 1996.

Under the terms of an agreement dated March 28,1R8N will pay C-TEC approximately $123 millionrfoertain of C-TEC's assets,
including the long distance group, C-TEC Internadip which holds the 40% interest in Megacable,. §AC.V., and Residential
Communications Network, a starp-joint effort with RCN which plans to provide@ebmmunications services to the residential maFkeéN
will purchase Residential Communications Netwonkdash in a transaction expected to close in A®86. RCN's purchase of the other
businesses for cash or C-TEC stock, at RCN's opsaexpected to close in the second half of 199&. transactions are subject to certain
conditions including the receipt of all necessagulatory approvals. The agreement with RCN costairepurchase option under which C-
TEC can reacquire the businesses if a restructwfi@®gy TEC's main businesses does not occur. Additip, C-TEC retains a warrant to
reacquire a six percent stake in Residential Conications Network. The agreement with RCN was apgddyy a special committee of the
board of directors of C-TEC, composed of directoraffiliated with either RCN or the Group.

SCHEDULE I
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Balance Charged to Amounts Balance
Beginning Costs and Charged to End of

(dollars in millions) of Period Expenses Reservése®Period
Year ended December 30, 1995

Allowance for doubtful

trade accounts $ 2 $ - $ - % - $2
Reserves:
Retirement benefits 67 3 (2) (14)(a) 54

Year ended December 31, 1994

Allowance for doubtful

trade accounts $ 2 $1 $ 1 $- $2
Reserves:
Retirement benefits 71 2 (6) - 67

Year ended December 25, 1993

Allowance for doubtful

trade accounts $5 $1 $ @ $- $2
Reserves:
Retirement benefits 74 12 an 2 71

(2)The Group settled its liability with respectc@rtain postretirement life insurance benefits bscpasing insurance coverage from a third
party insurance company.

KIEWIT DIVERSIFIED GROUP
Management's Discussion and Analysis of Financtaddtion and Results of Operations

The financial statements of the Diversified Grotthé Group”) include the financial position, resulf operations and cash flows for the
businesses of PKS other than its construction legsiand certain mining service businesses, anadi@a portion of the corporate assets and
liabilities and related transactions which are sejtarately identified with ongoing operations & @roup or the Construction & Mining
Group. The Group's share of corporate assets abiflities and related transactions includes amotmtsflect certain financial activities,
corporate general and administrative costs, comstaek transactions and income taxes. See Noted B amthe Group's financial stateme

Results of Operations 1995 vs. 1994

Mining. Mining revenue decreased 4% in 1995 prilyatue to a decrease in spot sales. Spot salesloweee due to reduced demand in the
Group's spot market area because of a mild wimehégh hydro-electricity generation in the Westemited States. The decrease in spot
sales was partially offset by an increase in adtErisource coal sales due to the accelerationabsbipments to the current year from future
years and the shift of certain coal shipments froimed coal to alternate source cc

Direct costs, as a percentage of revenue, decrddsexb a result of the additional alternate soooze sales.

Telecommunications. With the Spin-off of MFS, theldcommunications segment is now solely comprigget 6EC. C- TEC's primary
operations are telephone and cable. In 1995, telaumication revenue increased 12% over 1994. 94ld® telephone group increased $7
million to $129 million, a 6% increase over 19%crieases in access lines for the local networkiceand rate increases for intrastate access
traffic were primarily responsible for the improveni. Sales for the cable group increased 34% t@ $iiltion in 1995. The acquisition of
Twin County Trans Video, Inc. and the consolidatidéiMercom, Inc.'s results since August contribus&8 million and $6 million to G-EC's
revenue in 1995. In addition, subscriber increa$egpproximately 16,000 over 1994 and rate increaéective in April 1995 account for an
$8 million increase in cable revenue. Revenues fotmer operating groups increased $17 million, % 32crease over 1994 primarily due to
the resale of long distance telephone serviceadthar long distance reseller, improvements in@veitl business, 800 service sales and third
party revenues from C-TEC's communication senvimesness. The arrangement with the third partyllesserminated in the second quarter
of 1995. Partially offsetting C- TEC's increasa@amenue was the sale of the mobile services gnod994 which contributed $23 million in
revenue that year.

C-TEC's direct costs increased $30 million or 15%995. The telephone group's cost of revenueasect primarily because of higher
payroll expenses and higher depreciation expersea€quisitions of Mercom and Twin County led 8786 increase in direct costs for



cable group. In addition, higher basic programmndogts resulting from increased subscribers, chaamfitions and rate increases contributed
to the increase. Direct expenses for C-TEC's aiperating groups increased because of costs as=mbeidh the resale of long distance
services and communication services work perforfoethird parties.

KIEWIT DIVERSIFIED GROUP
Management's Discussion and Analysis of Financtaddition and Results of Operations
Partially offsetting these increases was the elitidm of direct costs associated with the mobilgises group.

General and Administrative Expenses. General andrastrative expenses increased 35% in 1995. Arease in expenses for environmental
and other legal matters was partially offset bywerall decline in C-TEC's general and administeatiosts.

Gain on Subsidiary's Stock Transactions, net. $hgance of MFS stock for acquisitions by MFS awrdetkercise of MFS employee stock
options resulted in a $3 million net gain to the@r in 1995. In 1994 the Group settled a contingenthase price obligation resulting from
MFS' 1990 purchase of Chicago Fiber Optic CorporafifCFQ"). The former shareholders of CFO accepM&® stock previously held by

the Group, valued at market prices, as paymerteobbligation. This transaction, along with theuasces of stock for acquisitions and
employee stock options, resulted in a $28 milliehgain before taxes. The Group has recognized gaid losses from sales and issuances of
stock by MFS on the statement of earnings. WithSpm-off of MFS, these types of gains will no lendpe recognized for MFS transactions.

Investment Income, net. Investment income incred8d@s to $62 million in 1995. Improvements in irgrand dividend income, equity
earnings, primarily from CE and declines in losseghe sales of securities and international enprgject development expenses all
contributed to the increase in investment incomec&eds from the C-TEC rights offering and the séliés mobile services group along with
the Whitney Settlement proceeds all contributed Iigher average portfolio balance and increastedast income. The Group also
recognized equity earnings, net of goodwill amattim from CE of $10 million in 1995 compared tor§ilion in 1994. This increase is
primarily attributable to the successful mergeMafgma Energy operations into CE in 1995. In 1985sés on the sale of securities declined
92% from 1994 primarily due to the reallocatioritefportfolio from fixed rate securities to mutdahd portfolios with differing investment
objectives. Developmental expenses declined 758995 primarily due to the reimbursement of prioaryexpenses and the capitalization of
current year amounts.

Interest Expense, net. Interest expense in 199%edsed 36% as compared to 1994. The decline isphndue to CTEC's prepayment of tt
senior secured notes in December 1994,

Other, net. In 1995, other income primarily incladettlement proceeds of $135 million from the \Wyt Benefits litigation. Other income
also includes gains and losses from the dispositigoroperty, plant and equipment and other aseet895 and 1994.

KIEWIT DIVERSIFIED GROUP
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Equity Loss in MFS. MFS is a leading provider ofrtaunication services to business. Through its dpgraubsidiaries, MFS provides a
wide range of high quality voice, data, networktegsintegration and other enhanced services. Thaf3 losses associated with MFS
continued to increase, primarily because of thelacated expansion activities announced in 19931888. These expansion activities req
significant initial development and roll out expessn advance of anticipated revenues and contmoegatively effect the operating results
of MFS. After September 30, 1995, the date of thie-8ff, the Group will no longer include MFS' rdtsuin its financial statements.

Income Tax Benefit (Provision). The effective inaiax rate for 1995 differs from the statutory rat@5% due primarily to $93 million of
income tax benefits from the reversal of certaifeded tax liabilities originally recognized on gaifrom previous MFS stock transactions
that are no longer required due to the tax-frem-sffiof MFS and adjustments of prior year tax pstmns. In 1994, the rate is lower than 35%
primarily due to adjustments to prior year tax ps@ns.

Results of Operations 1994 vs. 1993

Mining. Mining revenue increased 7% in 1994. Thisrease was primarily due to an increase in spes sklining gross profits were 47% in
1994 and 50% in 1993.

Alternate source coal sales by Black Butte and Betk1994 were consistent with 1993. Alternatersewoal consists of coal purchased
from unaffiliated mines located in the Powder RiBasin area of Wyoming and from a mine in which@®npany has a 50% interest. In
1994, alternate source coal sales accounted for@3#venues and 50% of gross profits comparedie @8nd 54% in 1993.

Telecommunications. C-TEC generated telecommumwicatievenue for the Group of $291 million and $4fion in 1994 and 1993. The
1993 figures represent activity from the acquisititate. C- TEC's telephone group and cable grodpédwaenue of $122 million and $95
million. The mobile services group, sold in 199k tong distance group and communications sengomsp generated the balance. Ove



C-TEC's revenues increased 5% in 1994. Increaseteirstate access revenues for the telephone g8o8@0 additional subscribers for the
cable group and increased business and residerdi#et penetration for the long distance grougatitributed to the increase in revenue.

The cost of revenue for C-TEC included in the Gteupsults was $189 million and $42 million in 198¢ 1993. The costs in 1994 are
primarily attributable to the telephone group - $8iflion and the cable group - $71 million. T&=C's cost of revenue increased at a higher
than revenue in 1994. The costs associated witbldeiwng the long distance business, primarily thering of four new sales offices in late
1993, advertising expenses and promotional anddigccampaigns designed to obtain a greater mahieat were the reasons for the
increase.

General and Administrative Expenses. General andrastrative expenses in 1994 exceeded those & b9P0%. The inclusion of a full
year of (-TEC's operations is responsible for the majorftthe increase. Overall, C-TEC's general and adstrative expenses remained
fairly consistent in 1994. The remaining increasgéneral and administrative expenses was attbleita an increase in payroll expenses
partially offset by lower professional fees.

KIEWIT DIVERSIFIED GROUP
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Gain on Subsidiary's Stock Issuances, net. In 19@4Group settled a contingent purchase pricestnt resulting from MFS' 1990
purchase of CFO. The former shareholders of CF@med MFS stock previously held by the Group, vélaemarket prices, as payment of
the obligation. This transaction, along with the $MiSsuance of stock for the Cylix and Realcom aitiohs and MFS employee stock
options, resulted in a $54 million pre-tax gairtte Group. Deferred taxes were provided on thesesga

Investment Income, net. The improvement in investnmecome was directly attributable to a decling®2 million in losses from the sale ¢
writedown of derivative and other securities. Raltioffsetting these items was a $3 million deseemn interest and dividend income and the
recognition of $4 million of developmental expenassociated with the international energy projbeiag jointly developed by the Group
CE.

Interest Expense, net. Interest expense incredgaficantly in 1994. The interest on the debt ased in the C-TEC acquisition, $33 million,
was primarily responsible for the increase.

Other, net. Debt prepayment penalties incurred iyEC were primarily responsible for the decline.

Income Tax Benefit (Provision). The effective inaoiax rate for 1994 and 1993 differed from theustay rate of 35% due to adjustments of
prior year tax provisions. Dividend exclusions anidieral depletion deductions also contributed toldwer effective rate in 1993.

KIEWIT DIVERSIFIED GROUP
Financial Condition - December 30, 1995

The Group's working capital, exclusive of MFS, gesed $66 million or 9% during 1995. The increaas mainly due to cash flows from
operations, including the receipt of the Whitneitlsment of $135 million and the net proceeds fsiotk conversions. The increase was
partially offset by the use of cash for investirgj\aties.

Investing activities include $82 million of capikpenditures, $258 million of investments, $3dioml of deferred development costs and
purchases of marketable securities of $47 millidme investments primarily include C-TEC's $84 nuiilioutlay for 40% of Megacable and
$37 million outlay for Twin County, KDG's $85 milih investment in two Philippine power projects, $2iflion purchase of CE's stock, $8
million investment in geothermal power plants iddnesia and $6 million for a 19% interest in a tieare software development company.
The capital outlays were partially offset by $14liom of proceeds from the sale of property, plant equipment and other investments.

Financing sources include $157 million of stockwensions and sales and $30 million for the consivadinancing of a privately owned toll
road. Financing uses consisted of C-TEC's $27 aniltiutlay for the net payment of long-term debtp$iBion of payments on stockholders'
notes and $3 million for stock repurchases.

In 1995, the Group received the final payment (B@iion) for the sale of certain discontinued pagke operations.

In addition to the C-TEC activities described beldlne Group anticipates making significant invesitaen its infrastructure,
telecommunications and energy businesses - ingutirjoint venture agreement with CE coveringlinégional power project development
activities and searching for opportunities to acgjgapital intensive businesses which providedagtterm growth. Other long-term liquidity
uses include payment of income taxes and repumfpaise Group's stock. The Group's current finaramaldition and borrowing capacity
should be sufficient for future operating and irtirgg activities.

In October 1995, the PKS Board of Directors dedaepecial $.50 per share dividend payable tos@eshareholders in January 19



In November 1995, C-TEC announced that it had eedjag investment banker to assist with evaluatirsgegic alternatives for its various
business units with a view toward enhancing shddelhwalue. C-TEC is now planning to distributdtishareholders in a tax-free spin-off
the telephone group, the communications servicegpgrand certain other assets. Following the sffiGaEC plans to combine its
remaining businesses, which will consist of its @stic cable group,with a third party pursuant taxafree, stock-for-stock transaction. C-
TEC has received a number of inquiries regardimgdmestic cable group and is holding discussidtisinterested parties.

In March 1996, under the terms of an agreement, R@iNbay C-TEC approximately $123 million for cam of CTEC's assets, including t
long distance group, C-TEC International, whichdsahe 40% interest in Megacable, S.A. de C.V.,Residential Communications
Network, a sta-up joint effort with RCN which plans to providdegeommunications services to the residential mafReN will purchase
Residential Communications Network for cash inaas$action expected to close in April 1996. RCNizlpase of the other asset for cash or
C-TEC stock, at RCN's option, is expected to clagbe second half of 1996. The transactions abgestito certain conditions including the
receipt of all necessary regulatory approvals. dgreement with RCN contains a repurchase optioemuntlich C-TEC can reacquire the
businesses if a restructuring of C-TEC's main lrssias does not occur. Additionally, C-TEC retainseant to reacquire a six percent stake
in Residential Communications Network. The agregmeétin RCN was approved by a special committeénheflioard of directors of C-TEC,
composed of directors unaffiliated with either RGNhe Group.

Also in March 1996, RCN entered into an asset pasetagreement, along with other ancillary agreesnerith Liberty Cable Company, Inc.
("Liberty") to purchase an 80 percent interestanain private cable systems in New York City aakksted areas of New Jersey. The
transaction closed on March 6, 1996. These calskes)s provide subscription television servicesgisiticrowave frequencies. RCN
deposited $27 million in an escrow account whicls weleased on the closing date. In addition, RGNdd a $15 million promissory note t
is expected to be paid during 1996.
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