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FORM 10-Q

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR

15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 1996

or
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR
15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition
period to

Commission file number 0-15658

PETER KIEWIT SONS', INC.

(Exact name of registrant as specified in its @rart

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

(402)-342-2052

(Registrant's telephone number,
including area code)

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 sslobrter period that the registrant was requirefilésuch reports(s)), and (2) has been
subject to such filing

requirements for the past 90 days. Yes X No

The number of shares outstanding of each claggedssuer's common stock, as of August 1, 1996:

Class B Common StocK .................. 263,468 sha res
Class C Common Stock ............... 10,754,013 sha res
Class D Common Stock ............... 23,181,650 sha res

PETER KIEWIT SONS', INC.
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PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Earnings

(unaudited)
Three Mont hs Ended Six Months Ended
June 3 0, June 30,

(dollars in millions,

except per share data) 1996 1995 1996 1995
Revenue $731 $697 $1,387 $1,260
Cost of Revenue (607) (591) (1,183) (1,081)

124 106 204 179

General and Administrative Expenses (66) (53) (125) (106)
Operating Earnings 58 53 79 73
Other Income (Expense):

Investment Income, net 20 14 40 30
Interest Expense, net 0 6 (15 (13)
Other, net 8 164 14 174

21 172 39 191

Equity Loss in MFS - (43) - (85)
Earnings Before Income Taxes and

Minority Interest 79 182 118 179
Provision for Income Taxes (32) (79) (46) (100)
Minority Interest in Net Income of

Subsidiaries 1) (6) 1 @
Net Earnings $ 46 $ 97 $ 71871
Earnings Attributable to

Class B&C Stock $ 29 $ 36 $ 36 $ 34
Earnings Attributable to

Class D Stock $ 17 $ 61 $ 35 $ 37
Net Earnings per Common and Common

Equivalent Share:

Class B&C $2.79 $259 $ 346 $244

Class D $.77 $287 $ 154 $1.75
Cash Dividends per Common Share:

Class B&C $ .60 $45 $ 60 $ 45

Class D $ - $ - $ -$ -

See accompanying notes to consolidated condensaucfal statements.

PETER KIEWIT SONS', INC.



Consolidated Condensed Balance Sheets

Ju

(dollars in millions, except per share data)

Assets

Current Assets:
Cash and cash equivalents $
Marketable securities

Receivables, less allowance of $18 and $12

Costs and earnings in excess of

billings on uncompleted contracts
Investment in construction joint ventures
Deferred income taxes

Other

Total Current Assets

Property, Plant and Equipment,
less accumulated depreciation and
amortization of $735 and $710
Investments

Intangible Assets, net

Other Assets

ne 30,

1996

audited)

805

610

363

3,496

December 30,
1995

$ 457
604
329

See accompanying notes to consolidated condenssucial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

Ju
(dollars in millions, except per share data)
Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable $
Short-term borrowings
Current portion of long-term debt:
Telecommunications
Other
Accrued costs and billings in excess
of revenue on uncompleted contracts
Accrued insurance costs
Other

Total Current Liabilities

Long-Term Debt, less current portion:
Telecommunications

Other

Deferred Income Taxes

Retirement Benefits

Accrued Reclamation Costs

Other Liabilities

Minority Interest

Stockholders' Equity:
Preferred stock, no par value, authorized
250,000 shares: no shares outstanding
Common stock, $.0625 par value,
$1.5 billion aggregate redemption value:
Class B, authorized 8,000,000 shares:
263,468 outstanding in 1996 and 1995
Class C, authorized 125,000,000 shares:
10,765,050 outstanding in 1996 and
10,616,901 in 1995

ne 30, December 30,
1996 1995
audited)

218 $ 240
- 45

30 36

2 6
176 121
76 79
131 139
633 666
260 264
114 106
234 236
52 54
97 100
203 220
221 214
1 1



Class D, authorized 50,000,000 shares:
23,182,425 outstanding in 1996 and
23,027,974 in 1995

1 1
Additional paid-in capital 234 210
Foreign currency adjustment 5) (6)
Net unrealized holding gain 15 17
Retained earnings 1, 436 1,384
Total Stockholders' Equity 1, 682 1,607
$3, 496 $ 3,467

See accompanying notes to consolidated condensucial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Cash Flows

(unaudited)
Six Months Ended
June 30,

(dollars in millions) 1996 1995
Cash flows from continuing operations:

Net cash provided by continuing operations $ 137 $ 208
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities 196 261
Purchases of marketable securities (156) (203)
Proceeds from sale of property, plant

and equipment, and other investments 20 9
Capital expenditures (80) (103)
Acquisitions and investments in affiliates (86) (172)
Other 2 1)
Net cash used in investing activities (104) (209)

Cash flows from financing activities:
Proceeds from long-term debt borrowings 11

31
Payments on long-term debt, including
current portion a7 (11)
Net change in short-term borrowings (45) -
Repurchases of common stock (15) (6)
Dividends paid (25) (13)
Issuance of common stock 27 26
Net cash provided by (used in)
financing activities (64) 27
Cash flows from proceeds due to sales of
discontinued packaging operations - 29
Cash and cash equivalents of MFS at beginning
of period - (22)
Effect of exchange rates on cash - 1
Net change in cash and cash equivalents (31) 34
Cash and cash equivalents at beginning of period 457 400
Cash and cash equivalents at end of period $ 426  $ 434

See accompanying notes to consolidated condensucial statements.

PETER KIEWIT SONS', INC.
Notes to Consolidated Condensed Financial Statement

1. Basis of Presentation The consolidated condelnsiatice sheet of Peter Kiewit Sons', Inc. ("PK1 subsidiaries (the "Company") at
December 30, 1995 has been condensed from the @gta@audited balance sheet as of that date. Alrdthancial statements contain



herein are unaudited and, in the opinion of manayentontain all adjustments (consisting only ofmal recurring accruals) necessary for a
fair presentation of financial position and resolt®perations for the periods presented. The Carylpaccounting policies and certain other
disclosures are set forth in the notes to the dafsed financial statements contained in the CamgsaAnnual Report on Form 10-K for the
year ended December 30, 19

Marketable securities at June 30, 1996 and DeceBher995 include approximately $60 million and $6@lion, respectively, of investmer
which are being held by the owners of various aoesibn projects in lieu of retainage. Receivataedune 30, 1996 and December 30, 1995
include approximately $56 million and $50 millimespectively of retainage on uncompleted projehtsmajority of which is expected to be
collected within one year.

Where appropriate, items within the consolidatendemsed financial statements have been reclas#ifiedthe previous periods to conform
to current year presentation.

2. Earnings Per Share:

Primary earnings per share of common stock have bemputed using the weighted average number oéslmtstanding during each
period. Fully diluted earnings per share have metnbpresented because they are not materiallyelitférom primary earnings per share. The
number of shares used in computing earnings pee stas as follows:

Three Months Ended Six Months Ended June 30, JOn&9®6 1995 1996 1995 Class B&C 10,353,305 137/24@810,305,087 13,954,135
Class D 23,205,830 21,257,541 23,221,026 21,261,632

Pursuant to the Restated Certificate of Incorponatihe stock price calculation is computed anguading the number of shares outstanding
at the end of the fiscal year.

3. Summarized Financial Information:

Holders of Class B&C Stock (Construction & Miningdsp) and Class D Stock (Diversified Group) arekitmlders of PKS. The
Construction & Mining Group contains the Comparmysastruction and materials operations performeHieyit Construction Group Inc. ai
certain mining services performed by Kiewit Mini@goup Inc. The Diversified Group contains coal minproperties owned by Kiewit Coal
Properties Inc., communications companies owne@¥EC Corporation ("C-TEC"), a minority interest@alEnergy Company, Inc. ("CE"),
international energy projects and miscellaneousstments, all owned by Kiewit Diversified Group [fiKDG"). Corporate assets and
liabilities which are not separately identified wthe ongoing operations of the Construction & MaqiGroup or the Diversified Group are
allocated equally between the two groups.

A summary of the results of operations and findruiaition for the Construction & Mining Group atite Diversified Group follows. The
summary information for December 30, 1995 was @efifrom the audited financial statements of thpaeesve groups which were exhibits
the 1995 Annual Report. All other summary inforroativas derived from the unaudited financial statenef the respective groups which
are exhibits to this Form 10-Q. All significanténtompany accounts and transactions, except thiedlg between the Construction &
Mining Group and the Diversified Group, have bekmieated.

(in millions, except per share data)

Construction & Mining Group:

Three Months Ended Six Months Ended
June 30, June 30,
1996 1995 1996 1995
Results of Operations:
Revenue $570 $ 558 $1,072 $ 984
Net earnings 29 36 36 34
Earnings per share 2.79 2.59 3.46 2.44
June 30, December 30,
1996 1995
Financial Position:
Working capital $287 $248
Total assets 1,002 991
Long-term debt, less current portion 9 9
Stockholders' equity 500 467
Included within the results of operations are mine
management fees paid by the Diversified Group of $8

million and $7 million for the three months endethd 30, 1996 and 1995 and $15 million for the sbnths ended June 30, 1996 and 1¢



(in millions, except per share data)

Diversified Group:

Three Months Ended Six Months Ended
June 30, June 30,

1996 1995 1996 1995
Results of Operations:
Revenue $ 162 $ 139 $ 317 $ 278
Net earnings 17 61 35 37
Earnings per share 77 2.87 1.54 1.75

June 30, December 30,
1996 1995

Financial Position:
Working capital $ 718 $752
Total assets 2,497 2,490
Long-term debt, less current portion 365 361
Stockholders' equity 1,182 1,140

Included within the results of operations is mingnagement fees paid to the Construction & Miningugrof $8 million and $7 million for
the three months ended June 30, 1996 and 19951&nchiflion for the six months ended June 30, 1989& H995.

4. Acquisitions:

On March 6, 1996, RCN Corporation ("RCN") a sulmigiof KDG, closed an asset purchase agreementy atdh other ancillary
agreements, with Liberty Cable Company, Inc. ("ip§ to purchase an indirect 80% interest in derfaivate cable systems in New York
City and New Jersey. The cable systems providecsiption television services using microwave freggies. RCN paid sellers $27 million
on the closing date and has a contingent paymeigiagion of $15 million that it expects to pay illf

Payment of the obligation is contingent upon Lipettaining specific levels of subscribers. Thesaction was accounted for as a purchase
and Liberty's operating results have been condgelitlsince the acquisition date. Intangible assstsgnized to date are approximately $18
million, which are being amortized over period$6db 15 years. Payments of the contingent obligatidl also be included in intangible
assets. Liberty's 1995 and 1996 operating restilis {o the acquisition were not significant relatito the Company's results.

On April 1, 1996, RCN purchased Residential Commations Network from C-TEC at its book value of Slillion. Residential
Communications Network is a stan-joint effort with RCN which plans to provide @ebmmunications services to the residential mafiked
transaction was accounted for as a purchase.

On August 8, 1996 C-TEC announced a plan to redbiadale of Residential Communications NetworR@N and acquire the assets of
Liberty from RCN and merge those operations witlE=. This action coincides with C-TEC's decisiomlmse discussions concerning the
sale of its cable television unit. C-TEC has algmead in principle to exercise its option to unwthd agreement to sell to RCN its other non-
core assets: the long distance group ("CLD") antEC International which holds the 40% interest iagdcable S.A. de C.V. and a $13
million note payable by Mazon Corporativo, S.A.C& ., collateralized by additional stock of Megaleay C-TEC International"). The
agreement provides for the assets to be purchasdat the same terms and conditions under whichwlezg sold.

5. Investments:

In February 1996, the Company exercised 1.5 mili@hoptions at a price of $9 per share. The trdisamcreased the Company's
ownership interest in CE to 24%. In addition, then®any has 4.3 million options to purchase addti@®@E stock at prices of $11.625 to $12
per share. Of these, 3.3 million options at $12gb@re may be exercised if CE's common stock tratlesabove $24 per share for 180
consecutive days.

6. Other Matters:

In June 1996, the Company's stockholders apprdwvedd95 Class D Stock plan. Under the plan, the @amy may not grant benefits with
respect to more than 1 million shares of Class Bh@on Stock ("Shares") during the 10 year term efgtan. The Company may not grant
benefits with respect to more than 500,000 Sharesy two year period and may not grant benefismpone participant with respect to m
than 200,000 Shares. Stock options must have anisa@rice that is not less than the fair markdti® of the Shares on the grant date and
become exercisable at a rate of 20% per year ofree gear period. On June 30, 1996, 268,000 optiahan exercisable price of $40.40 h
been granted and remain outstanding. The Companinbluded the disclosure required in Statemeiiréincial Accounting Standards No.
123 ("SFAS 123"), "Accounting for Stock-Based Comgetion” which establishes a fair value methodcebanting for stock options and
other equity instruments. The compensation costh®iCompany's 1995 Class D Stock plan using taekBScholes model and assuming no
dividends, 0% volatility, risk-free interest rate684% and a 10 year life of the option, would have a material effect on the Company's
financial statements.

In 1994, several former shareholders of a subgidifMFS Communications Company, Inc. ("MFS") filadawsuit against MFS, KDG and
the chief executive officer of MFS, in the Unitethtes District Court for the Northern District difiois, Case No. 94-1381. Plaintiffs alleg



that MFS fraudulently concealed material informaticom them, causing them to sell their sharefiénsubsidiary to MFS at an inadequate
price. The lawsuit was settled in July 1996. KD@ paeviously agreed to indemnify MFS against aapilities arising from this lawsuit. The
settlement, net of reserves established will naenly affect the Company's financial positionresults of operations.

The Company is involved in various other lawsuitajms and regulatory proceedings incidental tditsiness. Management believes that
resulting liability for legal proceedings beyonatiprovided should not materially affect the Comypafinancial position, future results of
operations or future cash flows.

PETER KIEWIT SONS', INC.
Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

Separate management's discussion and analysizaofal condition and results of operations forKiewit Construction & Mining Group
and the Kiewit Diversified Group have been filedoast of Exhibits 99.A and 99.B to this report. Thempany will furnish a copy of such
exhibits without charge upon the written request sfockholder addressed to Stock Registrar, Réerit Sons', Inc., 1000 Kiewit Plaza,
Omaha, Nebraska 68131.

Results of Operations - Second Quarter 1996 vs SexbQuarter 1995

Revenue from each of the Company's business segriterihe three months ended June 30, compriseibliibeing (in millions):

1996 199 5
Construction $566 $54 7
Mining 62 6 1
Telecommunications 93 7 9
Other 10 1 0
$731 $69 7

Construction. Construction revenue rose 3% in du®sd quarter of 1996 compared to the same peri@895. The increase is primarily due
to new work in the form of joint ventures as wedlincreased materials sales. Contract backlogret 30, 1996 was $2 billion, of which 7%
attributable to foreign operations, principally,i@aa, the Philippines and Indonesia. Projects emvinst coast account for 36% of the total
backlog which includes San Joaquin Toll Road bagkib$58 million.

Gross margin on construction contracts increas&¥tdrom 8% during the same period in 1995. Inardasperational efficiencies, primarily
on joint venture projects, as well as claim setdats favorably affected construction margins. Idigoh, the growing materials business
continued to have a positive impact on margins.

Mining. Mining revenue for the second quarter 0989vas $1 million greater than the second quaft&®85. Higher alternate coal sales and
greater coal shipments offset the absence of precitetal sales. The greater coal shipments wesenhination of additional spot and
contract coal sales compared to the second quari€¥95. The precious metal inventory was esséyiiguidated during 1995 resulting in 1
sales decline.

Operating margins increased 4% over the same perib@95. The absence of lower margin precious hsedas and the increase in high
margin alternate source coal sales combined teaser operating margins. Higher shipments of cantial also contributed to the increas
margins.

Telecommunications. Revenue for C-TEC's telephooamincreased $3 million or 8% during the secoundrter of 1996 compared to the
same period in 1995. The increase is primarily hugigher local network revenue, intrastate acoegsnue, business sales and internet a
service revenue. Cable revenue increased $10 moli®2% in 1996. The acquisition of Twin Countyfs Video, Inc. ("Twin County") in
May 1995, the consolidation of Mercom, Inc. ("Memt) in August 1995, and the effects of a rate inseein February 1996, were primarily
responsible for the improved revenue figures.

The cost of revenue, excluding depreciation andrmation, for the telephone group increased 21%986. Higher compensation expense,
material costs associated with the business satksternet services, and consulting expenses Yariaty of regulatory and operational
matters contributed to the increase. The cableggamosts increased primarily due to the expenssscated with the additional Twin County
and Mercom subscribers and higher programming feaditional depreciation and amortization experestting from the Twin County and
Mercom acquisitions also contributed to a declimearnings.

General and Administrative Expenses. General andrastrative expenses increased 24% in 1996. Thaisition of Twin County, the
consolidation of Mercom, the costs associated thi¢hC-TEC restructuring and higher compensatiorerges all contributed to the increase
in expenses.

Investment Income, net. A 43% increase in investrireome is primarily attributable to improved riéswon the sale of marketable securit



The Company realized gains of $2 million on the sdlequity securities in 1996 as compared to m#i&n loss on the disposition of certain
securities in 1995.

Other, net. Other income includes gains and lossdhe disposition of property, plant and equipnant other assets, gains on subsidiary
stock transactions and other items. In 1996, tiserde of Whitney Benefit proceeds and the Kinrasssaction gain were partially offset by
increased gains on the sale of construction equipme

Equity Loss in MFS. MFS is a leading provider ofrcaunications services to business. The Company-sfiuits investment in MFS to Cla
D stockholders on September 30, 1995. Prior tesfieoff, the Company included its proportionatershaf MFS' losses in the statement of
earnings. The significant initial development aaolil out expenses associated with the expansiowigesi announced by MFS in 1993 and
1995 adversely affected MFS' 1995 results.

Provision for Income Taxes. The effective incomertte in 1996 differs from the expected statutatg of 35% primarily due to state incc
taxes. In 1995, the net operating loss limitatiohMFS and the settlement of prior period issuesuited in the higher effective rate.

Results of Operations - Six Months 1996 vs. Six Mtims 1995

Revenue from each of the Company's business segriwerihe six months ended June 30 comprised ff@viag (in millions):

1996 1995
Construction $ 1,065 $ 966
Mining 118 127
Telecommunications 183 152
Other 21 15

$1,387 $1,260

Contruction. Construction and materials revenuesegsed by $99 million or 10% during the first signths of 1996 compared to the same
period in 1995. Materials sales increased by 18&tdumore favorable weather and market conditidiso contributing to the increase was a
33% increase in joint venture revenues primaribyfmew work and the San Joaquin Toll Road project.

Gross margins on construction and materials prejecreased to 7% for the first six months of 1886pared to 6% for the same period in
1995. Increased operational efficiencies, primasityjoint venture projects, as well as claim spttats favorably affected construction
margins. In addition, the growing materials businesntinued to have a positive impact on margins.

Mining. Mining revenue decreased $9 million in fist half of 1996 compared to the same period985L The decrease is the result of fewer
precious metal sales. Precious metal inventoryegaentially liquidated in 1995 resulting in ther@ase in 1996 when compared to 1995.
Lower spot market sales were offset by an increaa#iernate source coal sales.

Operating margins increased 3% in the first hatt@6 when compared to the same period in 1995abkence of low margin precious m
sales combined with the increase in high margiradte coal raised operating margins.

Telecommunications. For the six months ended JOné®6, CTEC's telephone group experienced a $iamor 8% increase in revenue
compared to the same period in 1995. The increaseprimarily due to increases in local network mennetwork access revenues, business
sales and internet access service revenue. Cafglieue increased $24 million or 44% in 1996. Theugition of Twin County, the
consolidation of Mercom and the effects of rateéases in April 1995 and February 1996, were piilgnezsponsible for the increase in
revenue.

The cost of revenue, excluding depreciation andrémation, for the telephone group increased 6%986. The increase is primarily due to
higher payroll expense and higher consulting feesdgulatory and operational matters. The calbegs costs increased

primarily due to higher program fees, channel agdia, and subscriber growth associated with thenT®aunty and Mercom acquisitions.
Also contributing to a decline in earnings was #ddal depreciation and amortization expense regguftom the Twin County and Mercom
acquisitions.

General and Administrative Expenses. General andrastrative expenses increased 18% in 1996. Thaisition of Twin County, the
consolidation of Mercom, the costs associated thi¢hC-TEC restructuring and higher compensatiorerges all contributed to the increase
in expenses.

Investment Income, net. A 33% increase in investrirerome is attributable to improved results ondhke of marketable securities and
higher equity earnings. The Company realized gair$#2 million on the sale of equity securities 895 as compared to a $4 million loss on
the disposition of certain securities in 1995.

Improvements in the net earnings of equity metmv@stees, primarily CE, Megacable S.A. de C.V.MiEdHolding, Inc. contributed to the
improved results



Other, net. In 1996, the absence of Whitney Bempefiteeds, Kinross transaction gain and gains bsidiary stock transactions were parti
offset by increased gains on the sale of constmauipment.

Financial Condition - June 30, 1996 vs. December 30995

The Company's working capital increased $5 milbori% during the first six months of 1996. The @ase was mainly due to cash provided
by operations. The increase was offset by cash taskohd investing and financing activities.

Investing activities include $86 million of investmts, and $80 million of capital expenditures, udéhg $8 million for the construction of a
privately owned toll road. The investments primaiiiclude KDG's $27 million for an indirect 80% émést in Liberty, the exercise of CE
options to purchase CE stock for $14 million, $4lion investment in a Philippine power project 2D million investment in three
Indonesian power projects. These capital outlay® partially offset by $40 million of net proceddsm the sale of marketable securities and
$20 million of proceeds from the sale of propeptant and equipment and other assets.

Financing sources include $27 million for the ism@of Class "C" Stock and $11 million of long-tedebt borrowing for the construction
financing of a privately owned toll road. Financimges primarily consisted of $45 million for th@agment of short-term borrowings, C-
TEC's $12 million outlay for the payment of longredebt, $15 million for stock repurchases and $@5on of cash dividends.

The Company also anticipates making significanegtients in its construction, infrastructure, tefemunications and energy businesses
including its joint venture agreement with CE cangrinternational power project development adigt- and searching for opportunities to
acquire businesses which provide for long-term gnowhe Company may also exercise 3.3 million Ciomg at $12 per share if CE's
common stock continues to trade at or above $24lmme for 180 consecutive days. Other lteron liquidity uses include payment of inco
taxes and repurchasing the Company's stock. Thep&ayrs current financial condition and borrowingaeity should be sufficient for
immediate operating and investing activities.

On November 8, 1995, C-TEC announced that it weuluate strategic options for its various businasts with a view toward enhancing
shareholder value. Specifically, C-TEC evaluatedlativisability and feasibility of separating ortresturing its local telephone business, its
cable television business, and its various othermanications businesses. C-TEC engaged the invastmaeking firm Merrill Lynch & Co.
to assist with the process.

In March 1996, under the terms of an agreement, R@ided to pay C-TEC approximately $123 milliondertain of C-TEC's assets,
including CLD, C-TEC International, and Residen@ammunications Network. RCN purchased Reside@@ahmunications Network for
cash in a transaction that closed on April 1, 1996.

On August 8, C-TEC announced a plan to rescindaiee of Residential Communications Network to R@N acquire the assets of Liberty
Cable from RCN and merge those operations with C-TEhis action coincides with C-TEC's decision lmse discussions concerning the
sale of its cable television unit. C-TEC has algead in principle to exercise its option to unwthd agreement to sell to RCN its other non-
core assets, CLD and C-TEC International. The ages¢ provides for the assets to be purchased uhdeame terms and conditions under
which they were sold. C-TEC will continue to exgavays to increase its profitability and value whéould include a restructuring
transaction.

PETER KIEWIT SONS', INC.
PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

MFS Litigation.

In 1994, several former shareholders of a subgiditMFS Communications Company, Inc. ("MFS") filadawsuit against MFS, KDG and
the chief executive officer of MFS, in the Unitethtes District Court for the Northern District difiois, Case No. 94C-1381. Plaintiffs allege
that MFS fraudulently concealed material informaticom them, causing them to sell their sharefiénsubsidiary to MFS at an inadequate
price. The lawsuit was settled in July 1996. KD@ paeviously agreed to indemnify MFS against aapilities arising from this lawsuit. The
settlement, net of reserves established, will natemally affect the Company's financial positiarresults of operations.

Item 4. Submission of Matters to a Vote of Securityolders

The Corporation's annual stockholders meeting ve#s dn June 8, 1996. Stockholders were asked amthree matters: (1) the election of
the Directors; (2) the approval of the Company86lBonus Plan; and (3) approval of the Companygb X8ass D Stock Plan. Proxies were
received representing 9,813,042 of the 9,939,0@ib& Class C votes and 22,311,540 of the 23,2 ¢ligible Class D votes.

Election of Directors

Separate elections of Class C and Class D direaters held. Directors were elected to serve-year terms. A slate of nominees v



proposed by the incumbent directors. No additiommathinations were received and all the nomineesqs®eg by the board were elected. The
following table shows the votes counted for eaaidadate and the votes counted against (or withfield) each candidate.

Class C Directors Votes For Votes Ag ainst
Richard W. Colf 9,804,242 8,8 00
Richard Geary 9,804,242 8,8 00
Bruce E. Grewcock 9,773,453 39,5 89
William L. Grewcock 9,792,995 20,0 47
Tait P. Johnson 9,745,714 67,3 28
Leonard W. Kearney 9,804,242 8,8 00
Peter Kiewit, Jr. 9,804,242 8,8 00
Walter Scott, Jr. 9,804,242 8,8 00
Kenneth E. Stinson 9,804,242 8,8 00
George B. Toll 9,789,372 23,6 70

Class D Directors

James Q. Crowe 22,221,681 89,8 59
Robert B. Daugherty 22,207,171 104,3 69
Charles M. Harper 22,236,081 75,4 59
Richard R. Jaros 22,236,081 75,4 59
Robert E. Julian 22,040,736 270,8 04

Approval of the 1996 Bonus Plan
The Peter Kiewit Sons', Inc. 1996 Bonus Plan

is intended to serve as a qualified performancedasmpensation program under Section 162(m) ofiteenal Revenue Code, in order to
preserve the Company's tax deduction for compersatid to certain of the Company's executive eficBonuses are payable only after
satisfaction of pre-set financial goals.

Votes For Votes Against Abstain 28,893,338 2,608,832,959
Approval of the 1995 Class D Stock Plan

Stockholders approval of the 1995 Class D Stoch Rtz "Plan") is necessary under Section 162(nth@fnternal Revenue Code, in orde
preserve the Company's tax deduction for compersatid upon the exercise of stock options gratuextrtain employees of KDG or PKS.
A maximum of one million shares may be issued dytire ten year term of the Plan. Options must faavexercise price not less than fair
market value of Class D shares at the date of grant

Votes For Votes Against Abstain 29,492,825 2,033,880,502
Item 6. Exhibits & Reports on Form 8-K

(a) Exhibits filed as part of this report are lteelow.

Exhibit

Number

27 Financial Data Schedule (for electronic filingrposes only)

99.A Kiewit Construction & Mining Group Financiat&8ements and Management's Discussion and Analf/§imancial Condition and
Results of Operations.

99.B Kiewit Diversified Group Financial Statementsd Management's Discussion and Analysis of Fied@ondition and Results of
Operations.

(b) No reports on Form 8-K were filed by the Compduaring the second quarter of 1996.
SIGNATURES

Pursuant to the requirements of the SecuritiesEatiange Act of 1934, the registrant has duly catisis report to be signed on its behalf by
the undersigned thereunto duly authorized.

PETER KIEWIT SONS', INC.



Dat ed: August 14, 1996 \s\ Richard R Jaros
Ri chard R Jaros
Executive Vice President and
Chi ef Financial Oficer

INDEX TO EXHIBITS

Exhibit
No.

27 Financial Data Schedule (For electronic filinggmses only)

99.A Kiewit Construction & Mining Group Financiat&ements and Management's Discussion and Analf/§imancial Condition and
Results of Operations.

99.B Kiewit Diversified Group Financial Statemeatsd Management's Discussion and Analysis of Fir&@ondition and Results of
Operations



ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egdinne 30, 1996 and is qualified in
its entirety by reference to such financial statetsie

MULTIPLIER: 1,000,000

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 28 199
PERIOD END JUN 30 199
CASH 42¢€
SECURITIES 55¢
RECEIVABLES 36¢
ALLOWANCES 18
INVENTORY 17
CURRENT ASSET 1,63¢
PP&E 1,54(
DEPRECIATION 73&
TOTAL ASSETS 3,49¢
CURRENT LIABILITIES 632
BONDS 374
PREFERRED MANDATORY 2
PREFERREL 0
COMMON 0
OTHER SE 1,68(
TOTAL LIABILITY AND EQUITY 3,49¢
SALES 1,18:
TOTAL REVENUES 1,38
CGS 1,042
TOTAL COSTS 1,18
OTHER EXPENSE! 12t
LOSS PROVISION 0
INTEREST EXPENSE 15
INCOME PRETAX 11€
INCOME TAX 46
INCOME CONTINUING 71
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 71
EPS PRIMARY $3.461
EPS DILUTED $3.461

1 $3.46 represents Class C Stock earnings per sbkass D Stock earnings per share $



Exhibit 99.A
KIEWIT CONSTRUCTION & MINING GROUP
Index to Financial Statements and

Management's Discussion and Analysis of Financtaddtion and Results of Operations

Financial Statements:

Condensed Statements of Earnings for the threehm@mtded June 30, 1996 and 1995 and the six menttezl June 30, 1996 and 1995
Condensed Balance Sheets as of June 30,1996 aedhberc30, 1995

Condensed Statements of Cash Flows for the siximarided June 30, 1996 and 1995 Notes to Condénsmitial Statements

Management's Discussion and Analysis of Financtaddtion and Results of Operations
KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Earnings

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions,
except per share data) 1996 1995 1996 1995

Revenue $ 570 $ 558 $1,072 $984
Cost of Revenue (511) (512) (989) (921)

59 46 83 63
General and Administrative Expenses  (29) (29) (59) (61)
Operating Earnings 30 17 24 2
Other Income (Expense):
Investment Income, net 4 3 8 6
Interest Expense, net (1) - ) (1)
Other, net 15 35 29 46

18 38 35 51
Earnings Before Income Taxes 48 55 59 53
Provision for Income Taxes (19) (19) (23) (19)
Net Earnings $ 29 % 36 $ 36 $ 34
Earnings per Common and Common
Equivalent Share $ 279 $ 259 $ 3.46 $2.44

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Balance Sheets

June 3 0, December 30,

1996 1995
(dollars in millions) (unaudit ed)
Assets
Current Assets:
Cash and cash equivalents $ 99 $ 94
Marketable securities 107 120
Receivables, less allowance of $16 and $10 261 258

Costs and earnings in excess of
billings on uncompleted contracts 104 78



Investment in construction joint ventures 67 73

Deferred income taxes 68 61
Other 20 23
Total Current Assets 726 707
Property, Plant and Equipment, less accumulated
depreciation and amortization of $413 and $421 167 161
Investments 90 83
Other Assets 19 40
$ 1,002 $ 991

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable, including retainage

of $33 and $42 $ 162 $ 179
Short-term borrowings - 45
Current portion of long-term debt - 2

Accrued construction costs and billings
in excessof revenue on uncompleted

contracts 164 111
Accrued insurance costs 76 79
Other 37 43
Total Current Liabilities 439 459
Long-Term Debt, less current portion 9 9
Other Liabilities 54 56

Stockholders' Equity (Redeemable common stock, $34libn aggregate redemption value):

Common equity 504 471

Net unrealized holding gain - 1
Foreign currency adjustment (4 ) (5)
Total Stockholders' Equity 500 467
$1,002 $ 991

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Cash Flows

(unaudited)
Six Months Ended
June 30,

(dollars in millions) 1996 1995
Cash flows from operations:

Net cash provided by operations $73 $ 47
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities 67 147
Purchases of marketable securities (57) (89)
Proceeds from sales of property, plant and equipme nt 16 9
Acquisitions @) -
Capital expenditures (36) (47)
Other - 4

Net cash provided by (used in) investing activiti es (13) 16
Cash flows from financing activities:

Payments on long-term debt, including current port ion (2) (2
Net change in short-term borrowings 45) -
Issuance of common stock 27 24
Repurchases of common stock 4 @
Dividends paid (12) (13)
Exchange of Class B&C Stock for Class D Stock, net 19) (54

Net cash used in financing activities (55) (49)



Net change in cash and cash equivalents 5 14

Cash and cash equivalents at beginning of period 94 70

Cash and cash equivalents at end of period $99 $ 84

See accompanying notes to condensed financiahstats.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Condensed Financial Statements
1. Basis of Presentation:

The condensed balance sheet of Kiewit Construé&idfining Group (the "Group") at December 30, 19%sHbeen condensed from the
Group's audited balance sheet as of that datatidir financial statements contained herein aredited and have been prepared using the
historical amounts included in the Peter Kiewit Spmc. ("PKS") consolidated condensed finandiaesnents. The Group's accounting
policies and certain other disclosures are sehiorthe notes to the financial statements conthind’KS' Annual Report on Form 10-K as an
exhibit for the year ended December 30, 1995.

Although the financial statements of PKS' Constaic& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrup, legal title to such assets and responsilidr such liabilities will not be affected by
such attribution. Holders of Class B&C Stock andssID Stock are stockholders of PKS. Accordingig,RKS consolidated condensed
financial statements and related notes as weli@setof the Kiewit Diversified Group should be réadonjunction with these financial
statements.

Marketable securities at June 30, 1996 and DeceBher995 include approximately $60 million and $6ilion, respectively, of investmer
which are being held by the owners of various aoesibn projects in lieu of retainage. Receivataedune 30, 1996 and December 30, 1995
include approximately $56 million and $50 millimespectively, of retainage on uncompleted projehtsmajority of which is expected to be
collected within one year.

Where appropriate, items within the condensed fir@statements have been reclassified from theiquie periods to conform to current y
presentation.

2. Earnings Per Share:

Primary earnings per share of common stock have beputed using the weighted average number oéslmtstanding during each
period. Fully diluted earnings per share have mebpresented because they are not materiallyelitférom primary earnings per share. The
number of shares used in computing earnings pee stas 10,353,305 and 13,998,740 for the three msaertded June 30, 1996 and 1995
10,305,087 and 13,954,135 for the six months edded 30, 1996 and 1995.

Pursuant to the Restated Certificate of Incorporagif PKS, the stock price calculation is compwadually using the number of shares
outstanding at the end of the fiscal year.

3. Summarized Financial Information:

The Group's 50% portion of PKS' corporate assatdiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe thiversified Group, and items attributable to @®up are as follows:

(dollars in millions)

June 30 , December 30,
1996 1995
Cash and cash equivalents $ - $ 4
Marketable securities 5 10
Property, plant and equipment, net 5 5
Other assets 4 4
Total Assets $ 14 $ 23
Accounts payable $ 4 $ 10

Long-term debt, including current portion 9 11



Other liabilities 2

Total Liabilities $ 15 $ 21
Three Months Ended Six Months Ended
June 30, June 30,
1996 1995 1996 1995
Other income (expense), net $ - $ - $ (1) $ (1)

Corporate general and administrative costs have dkecated to the Group. These allocations wese tlean $1 million for the three months
ended June 30, 1996 and 1995 and $1 million fosithenonths ended June 30, 1996 and 1995.

Mine management income from the Diversified Growgs w8 million and $7 million for the three montimeled June 30, 1996 and 1995 and
$15 million for the six months ended June 30, 1886 1995.

4. Other Matters:

The Group is involved in various lawsuits, clainmgl aegulatory proceedings incidental to its busné&anagement believes that any resu
liability, beyond that provided, should not matdyiaffect the Group's financial position, futuresults of operations or future cash flows.

Results of Operations - Second Quarter 1996 vs. Sexl Quarter 1995
Revenue from each of the Group's business segrfweritse three months ended June 30, was (in md)ion

Three Months Ended

June 30,
1996 1995
Construction $ 566 $ 547
Other 4 11
$ 570 $ 558

Construction. Construction revenue rose 3% in du@sd quarter of 1996 compared to the same peria895. The increase is primarily due
to new work in the form of joint ventures as wedlincreased materials sales. Contract backlograt 30, 1996 was $2 billion, of which 7%
attributable to foreign operations, principally,i@aa, the Philippines and Indonesia. Projects emvinst coast account for 36% of the total
backlog which includes San Joaquin Toll Road bagkib$58 million.

Gross margin on construction contracts increas@yadrom 8% during the same period in 1995. Inadasperational efficiencies, primarily
on joint venture projects, as well as claim setdats favorably affected construction margins. Iditaah, the growing materials business
continued to have a positive impact on margins.

General and Administrative Expenses. General andrastrative expenses in 1996 were consistent thitise in 1995. A decline in travel
expenses was offset by an increase in compensatjzense.

Investment Income, net. The increase in investimzoime is primarily attributable to the improvedubts of the Group's equity method
investee, ME Holding, Inc.

Other, net. Other income includes gains and logsdhe disposition of property, plant and equipreamd other assets and mine management
income from the Diversified Group. Gains on thees#l construction equipment and mine managementiecwvere fairly stable in 1996 as
compared to 1995. The decline in other incomerisatly attributable to the $21 million gain recorgr on the Kinross transaction in 1995.

Income Taxes. The effective income tax rate for@Gneup was 39% and 35% for the second quarter ® 5d 1995. In 1996, the effective
rate is higher than the expected statutory ratagmily due to state income taxes.

Results of Operations - Six Months 1996 vs. Six Mdims 1995
Revenue from each of the Group's business segrwerte six months ended June 30, was (in millions)

Six Months Ended
June 30,
1996 1995

Construction $1,065 $968



Other 7 16

Construction. Construction and materials revenneeased by $97 million or 10% during the firstsignths of 1996 compared to the same
period in 1995. Materials sales increased by 18&tdumore favorable weather and market conditidiso contributing to the increase was a
33% increase in joint venture revenues primaribynfmew work and the San Joaquin Toll Road project.

Gross margins on construction and materials prejecreased to 7% for the first six months of 1886pared to 6% for the same period in
1995. Increased operational efficiencies, primasityjoint venture projects, as well as claim sptdats favorably affected construction
margins. In addition, the growing materials businesntinued to have a positive impact on margins.

General and Administrative Expenses. General andrastrative expenses declined 3% in the six moetided June 30, 1996 compared to
the same period in 1995. An overall decline in adstiative expenses, particularly computer opegatixpenses, was partially offset by an
increase in compensation expense.

Investment Income, net. The increase in investimzoime is primarily attributable to the improvedubts of the Group's equity method
investee, ME Holding, Inc., and the absence ofdess the sale of securities incurred in 1995 ainfilion being partially offset by a $1
million decline in interest income.

Other, net. Other income is primarily compriseddb million of mine management fees and $12 milbdgains on the sale and disposition
of construction equipment in 1996. In 1995 mine agg@ment fees were also $15 million, gains on eqgeiprdisposals were $7 million and
the gain on the Kinross transaction was $21 million

Income Taxes. The effective income tax rate for@neup was 39% and 35% for the first six month§@96 and 1995. In 1996, the effective
rate is higher than the expected statutory ratagmily due to state income taxes.

Financial Condition - June 30, 1996 vs. December 30995

The Group's working capital increased $39 milliori6% during the first six months of 1996. The gase was primarily due to the issuance
of common stock totaling $27 million, net proceéas the sale of marketable securities of $10 worilliproceeds from the sale of property,
plant and equipment and other assets of $16 milimh$72 million of cash provided by operationgtiBBy offsetting these sources were
capital expenditures of $36 million, the repaymefi$45 million on short-term borrowings, the excgarior Class D Stock and repurchase of
Class B & C stock totaling $23 million and dividepayments of $12 million.

The Group anticipates investing between $40 andn§illbn annually in its construction business,liding opportunities to acquire
additional businesses and may purchase additibaa¢s of the electrical contractor, ME Holding,.I@ther long term liquidity uses include
the payment of income taxes, repurchases and cgiomsrof common stock and the payment of dividefmts. Group's current financial
condition and borrowing capacity together with eiptited cash flows from operations should be defiiicfor immediate cash requirements
and future investing activitie



Exhibit 99.B
KIEWIT DIVERSIFIED GROUP
Index to Financial Statements and
Management's Discussion and Analysis of Financtaddtion and Results of Operations
Financial Statements:

Condensed Statements of Earnings for

the three months ended June 30, 1996 and 199%arsixtmonths ended June 30, 1996 and 1995 Comdi@&asance Sheets as of June 30,
1996 and December 30, 1995

Condensed Statements of Cash Flows for the siximarided June 30, 1996 and 1995 Notes to Condénsmitial Statements

Management's Discussion and Analysis of
Financial Condition and Results of Operations

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Earnings

(unaudited)
Three Mon ths Ended Six Months Ended
June 30, June 30,
(dollars in millions,
except per share data) 1996 1995 1996 1995
Revenue $ 162 $139 $317 $278
Cost of Revenue (98) (79) (197) (162)
64 60 120 116
General and Administrative Expenses (45) (31) (81 (60)
Operating Earnings 19 29 39 56
Other Income (Expense):
Investment Income, net 16 11 32 24
Interest Expense, net (6) 6 @13 @12
Other, net 2 136 1 143
12 141 20 155
Equity Loss in MFS - (43) (85)
Earnings Before Income Taxes and
Minority Interest 31 127 59 126
Provision for Income Taxes (13) (60) (23) (81)
Minority Interest in Net Income
of Subsidiaries Q) ®) (1) 8)
Net Earnings $ 17 $61 $35 $ 37
Earnings Per Common & Common
Equivalent Share $ .77 $2.87 $1.54 $1.75
See accompanying notes to condensed financiahstats.
KIEWIT DIVERSIFIED GROUP
Condensed Balance Sheets
June 30 , December 30,
1996 1995

(dollars in millions) (unaudit ed)

Assets



Current Assets:

Cash and cash equivalents $ 327
Marketable securities 448
Receivables, less allowance of $2 and $2 90
Deferred income taxes 10

Other 37

Total Current Assets 912

Property, Plant and Equipment,
less accumulated depreciation and

amortization of $322 and $289 638
Investments 520
Intangible Assets, net 348
Other Assets 79

$ 2,497

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable $ 56
Current portion of long-term debt:
Telecommunications 30
Other 2
Accrued costs and billings in excess
of revenue on uncompleted contracts 12
Accrued reclamation and other mining costs
Other 73
Total Current Liabilities 194
Long-Term Debt, less current portion:
Telecommunications 260
Other 105
Deferred Income Taxes 235
Retirement Benefits 52
Accrued Reclamation Costs 96
Other Liabilities 152
Minority Interest 221

Stockholders' Equity (Redeemable common stock

$1,148 million aggregate redemption value):

Common equity 1,168
Foreign currency adjustment 1
Net unrealized holding gain 15
Total Stockholders' Equity 1,182
$ 2,497

See accompanying notes to condensed financiahstats.

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Cash Flows
(unaudited)

(dollars in millions)

Cash flows from operations:
Net cash provided by continuing operations

Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments
Purchases of marketable securities
Capital expenditures
Acquisitions and investment in affiliates
Proceeds from sale of assets and other

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from long-term debt borrowings
Payments on long-term debt, including
current portion

21

Six Months Ended

June 30,
1996 1995
$77 $ 161
129 114
(99) (114)
(44)  (56)
(96) (168)

6 (1)

(15) ©



Issuance of common stock - 2
Repurchases of common stock (11) 2)
Exchange of Class B&C Stock for Class D Stock, net 19 54
Payments of dividends (13)

Net cash provided by (used in) financing activiti es (9) 76
Cash flows from proceeds due to sales of

discontinued packaging operations - 29
Cash and cash equivalents of MFS at beginning of pe riod - (22)
Effect of exchange rates on cash - 1
Net change in cash and cash equivalents (36) 20
Cash and cash equivalents at beginning of period 363 330
Cash and cash equivalents at end of period $ 327 $ 350

See accompanying notes to condensed financiahstaits.
KIEWIT DIVERSIFIED GROUP
Notes to Condensed Financial Statements
1. Basis of Presentation:

The condensed balance sheet of Kiewit Diversifiedup (the "Group") at December 30, 1995 has beaedauwsed from the Group's audited
balance sheet as of that date. All other finargt@lements contained herein are unaudited andbdemreprepared using historical amounts
included in the Peter Kiewit Sons', Inc. ("PKS"hsolidated condensed financial statements. Thef@@ccounting policies and certain o
disclosures are set forth in the notes to the firstatements contained in PKS' Annual Repoiffarm 10K as an exhibit for the year end
December 30, 1995.

Although the financial statements of PKS' Constaurc& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrctup, legal title to such assets and responitbdr 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 condensed
financial statements and related notes as wel@setof the Kiewit Construction & Mining Group shtdbe read in conjunction with these
financial statements.

Where appropriate, items within the condensed fir@statements have been reclassified from theiquie periods to conform to current y
presentation.

2. Earnings Per Share:

Primary earnings per share of common stock have bemputed using the weighted average number oéslmtstanding during each
period. Fully diluted earnings per share have menbpresented because they are not materiallyetitférom primary earnings per share. The
number of shares used in computing earnings pee stas 23,205,830 and 21,257,541 for the three msaertded June 30, 1996 and 1995
23,221,026 and 21,261,632 for the six months edded 30, 1996 and 1995.

Pursuant to the Restated Certificate of Incorponatif PKS, the stock price calculation is compwtadually using the number of shares
outstanding at the end of the fiscal year.

3. Summarized Financial Information:

The Group's 50% portion of PKS' corporate asseddiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe fhiversified Group, and specifically attributaiitems are as follows:

(dollars in millions)

June 3 0, December 30,
1996 1995
Cash and cash equivalents $ - $ -
Marketable securities 5 10
Property, plant and equipment, net 5 5

Other assets 5 3



Total Assets $ 15 $ 18

Accounts payable $ 12 $ 23
Long-term debt, including current portion 2 3
Other liabilities 2
Total Liabilities $ 16 $ 26
Three Months Ended Six Months Ended
June 30, June 30,

1996 1995 1996 1995
Other income (expense), net$-$-$ (1) $1

Corporate general and administrative costs have akecated to the Group. These allocations wermiifon and $1 million for the three
months ended June 30, 1996 and 1995 and $3 mélhidr$2 million for the six months ended June 3@618nd 1995.

Mine management fees paid to the Construction &ifjrGroup were $8 million and $7 million for the¢le months ended June 30, 1996
1995 and $15 million for the six months ended J3®el996 and 1995.

4. Acquisitions:

On March 6, 1996, RCN Corporation ("RCN") a sulmidiof KDG, closed an asset purchase agreemenig alih other ancillary
agreements, with Liberty Cable Company, Inc. ("8 to purchase an indirect 80% interest in dertaivate cable systems in New York
City and New Jersey. The cable systems providecsipti®n television services using microwave freggies. RCN paid sellers $27 million

on the closing date and has a contingent paymdigiation of $15 million that it expects to pay llf Payment of the obligation is continge
upon Liberty attaining specific levels of subscr&€lhe transaction was accounted for as a purarabéiberty's operating results have been
consolidated since the acquisition date. Intangiskeets recognized to date are approximately $lli®@miwhich are being amortized over
periods of 5 to 15 years. Payments of the contihgeligation will also be included in intangiblesass. Liberty's 1995 and 1996 operating
results prior to the acquisition were not significeelative to the Group's results.

On April 1, 1996, RCN purchased Residential Commations Network from C-TEC at its book value of &Lillion. Residential
Communications Network is a staup-joint effort with RCN which plans to provide@éebmmunications services to the residential mafked
transaction was accounted for as a purchase.

On August 8, 1996 C-TEC announced a plan to resbiedale of Residential Communications NetworR@N and acquire the assets of
Liberty Cable from RCN and merge those operatioitls @-TEC. This action coincides with TEC's decision to close discussions concet
the sale of its cable television unit. C-TEC hawalgreed in principle to exercise its option taimal the agreement to sell to RCN its other
non-core assets: the long distance group ("CLDY)@fTEC International which holds the 40% inteiadlegacable S.A. de C.V. and a $13
million note payable by Mazon Corporativo, S.A.@& ., collateralized by additional stock of Megaleay C-TEC International"). The
agreement provides for the assets to be purchasbst the same terms and conditions under whichviezg sold.

5. Investments:

In February 1996, the Group exercised 1.5 millidhdptions at a price of $9 per share. The trammadticreased the Group's ownership
interest in CE to 24%. In addition, the Group hasnillion options to purchase additional CE statlprices of $11.625 to $12 per share. Of
these, 3.3 million options at $12 per share magxezcised if CE's common stock trades at or ab@dep®r share for 180 consecutive days.

6. Other Matters:

In June 1996, PKS' stockholders approved the 1988s® Stock plan. Under the plan, PKS may nottdgsanefits with respect to more than
1 million shares of Class D Common Stock ("Shardsif)jng the 10 year term of the plan. PKS may mahgbenefits with respect to more
than 500,000 Shares in any two year period andmoagrant benefits to any one participant with etfgo more than 200,000 Shares. Stock
options must have an exercise price that is nettlesn the fair market value of the Shares on thetglate and become exercisable at a re
20% per year over a five year period. On June 896,1268,000 options, at an exercisable price 6{4Rthave been granted and remain
outstanding. The Group has included the disclosegaired in Statement of Financial Accounting Stadd No. 123 ("SFAS 123"),
"Accounting for Stock-Based Compensation" whictaklshes a fair value of accounting for stock amiand other equity instruments. The
compensation cost for PKS' 1995 Class D Stock psamg the Black-Scholes model and assuming no eindd, 0% volatility, risk-free
interest rate of 6.84% and a 10 year life of thigoop would not have a material effect on the Gretipancial statements.

In 1994, several former shareholders of a MFS slidogi filed a lawsuit against MFS, KDG and the ¢leirecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 941-381. Plaintiffs allege that MFS fraudulently coaleel materia
information about its plans from them, causing thersell their shares of the subsidiary to MFSrein@adequate price. The MFS lawsuit v



settled in July 1996. KDG had previously agreethtemnify MFS against any liabilities arising frahe lawsuit. The settlement, net of
reserves established, will not materially affee @roup's financial position or results of openasio

The Group is involved in other various lawsuitgiicis and regulatory proceedings incidental toltsitess. Management believes that any
resulting liability for legal proceedings beyonétiprovided should not materially affect the Greupiancial position, future results of
operations or future cash flows.

Results of Operations - Second Quarter 1996 vs. Sexl Quarter 1995

Revenue from each of the Group's business segrfweritse three months ended June 30, comprisedtteving (in millions):

1996 1995
Mining $ 58 $ 50
Telecommunications 93 79
Other 11 10

Mining. Mining revenue for the second quarter 098 9vas $8 million greater than the second quaft&®85. Higher alternate coal sales and
greater coal shipments were responsible for thee@rse. The greater coal shipments were a comhinatiadditional spot and contract coal
sales compared to the second quarter of 1995.

Operating margins increased 1% over the same pirib895. Contributing to the increase in margirsavincreases in high margin alternate
source coal and contract coal sales which weréaflgroffset by increases in lower margin spot ceales.

Telecommunications. Revenue for C-TEC's telephooagmincreased $3 million or 8% for the second tprak996 compared to the same
period in 1995. The increase is primarily due ghler local network revenue, intrastate access t®jdsusiness sales and internet access
service revenue. Cable revenue increased $10 moli®2% in 1996. The acquisition of Twin Countyfis Video, Inc. ("Twin County") in
May 1995 and the consolidation of Mercom, Inc. (tbEm") in August 1995 and the effects of a ratedase in February 1996, were
primarily responsible for the improved revenue fi&gi

The cost of revenue, excluding depreciation andrimation, for the telephone group increased 21%986. Higher compensation expense,
material costs associated with the business satksigernet services, and consulting expenses Yariaty of regulatory and operational
matters contributed to the increase. The cablepgamosts increased primarily due to the expenssscated with the additional Twin County
and Mercom subscribers and higher programming fedditional depreciation and amortization experesutting from the Twin County and
Mercom acquisitions also contributed to a declmearnings.

General and Administrative Expenses. General andrastrative expenses increased 45% in 1996. Thaisition of Twin County, the
consolidation of Mercom, the costs associated thi¢hC-TEC restructuring and higher compensatiorerges all contributed to the increase
in expenses.

Investment Income, net. A 45% increase in investrirmome is primarily attributable to improved réswn the sale of marketable securities.
The Company realized gains of $2 million on the sdlequity securities in 1996 as compared to m#i®n loss on the disposition of certain
securities in 1995.

Other, net. The decline of other income in 199@iisctly attributable to the 1995 settlement of Whkitney litigation for $135 million.

Equity Loss in MFS. MFS is a leading provider ofrcaunications services to business. PKS spun-offfiisstment in MFS to Class D
stockholders on September 30, 1995. Prior to the gfff, the Group included its proportionate shafdMFS' losses in the statement of
earnings. The significant initial development aalll out expenses associated with the expansiowmitiesi announced in 1993 and 1995
adversely affected MFS' results.

Provision for Income Taxes. The effective incomertte in 1996 differs from the expected statutatg of 35% primarily due to state incc
taxes. In 1995 the net operating loss limitatioh®1BS and the settlement of prior period issuesulited in the higher effective rate.

Results of Operations - Six Months 1996 vs. Six Mtims 1995
Revenue from each of the Group's business segrfurte six months ended June 30 comprised thewiitlg (in millions):

1996 1995

Mining $ 111 $ 111
Telecommunications 183 152



Other 23 15

$ 317 $ 278

Mining. Mining revenue was flat in the first half 8996 compared to the first half of 1995. Loweotsmarket sales, primarily due to
competition within the coal industry and greatedtoyelectric power generation in the western Uni¢ates was offset by an increase in
alternate source coal sales.

Operating margins increased 2% in the first half@96 compared to the first half of 1995. The iaseeis directly attributable to the
additional higher margin alternate source coalssale 996.

Telecommunications. For the six months ended JOn&®6, revenue of C-TEC's telephone group inex&8S million or 8% compared to
the same period in 1995. This increase is primaittly to increases in local network service, netvamdess revenues, business sales and
internet access service revenue. Cable revenuesised $24 million or 44% in 1996. The acquisitibfwin County and the consolidation of
Mercom and the effects of rate increases in A@85.and February 1996, were primarily responsibtetfe increase in revenue.

The cost of revenue, excluding depreciation andrémation, for the telephone group increased 6%986. The increase is primarily due to
higher payroll expense and higher consulting feesdgulatory and operational matters. The calbegs costs increased primarily due to
higher program fees, channel additions and sulecgiiowth associated with the Twin County and Mar@cquisitions. Also contributing to
the decline in earnings was additional depreciagioth amortization expense resulting from the Twaui@@y and Mercom transactions.

General and Administrative Expenses. General andrastrative expenses increased 35% in 1996. Thaisition of Twin County, the
consolidation of Mercom, the costs associated thi¢hC-TEC restructuring and higher compensatiorerges all contributed to the increase
in expenses.

Investment Income, net. A 33% increase in investrirerome is attributable to improved results ondhke of marketable securities and
higher equity earnings. The Company realized gair$#2 million on the sale of equity securities 895 as compared to a $4 million loss on
the disposition of certain securities in 1995. Imy@ments in the net earnings of equity method iteess primarily CE and Megacable S.A.
C.V. contributed to the improved results.

Other, net. The decline of other income in 199@iiisctly attributable to the 1995 settlement of Wikitney litigation for $135 million.

Provision for Income Taxes. The effective incomertte in 1996 differs from the expected statutatg of 35% primarily due to state incc
taxes. In 1995 the net operating loss limitatioh®1BS and the settlement of prior period issuesylted in the higher effective rate.

Financial Condition - June 30, 1996 vs. December 30995

Due to the significant investing activities desedtbelow, the Group's working capital decreasedr#®bn or 5% in the first six months of
1996.

Investing activities include $96 million of investmis and $44 million of capital expenditures, idahg $8 million for the construction of a
privatley owned toll road. The investments primaiiiclude C-TEC's $13 million outlay for a noterfidiewit Construction and Mining
Group, which is receivable from Mazon Corporati8di. de C.V., KDG's $27 million indirect investmentLiberty, the exercise of CE
options to purchase CE stock for $14 million, $4lion investment in a Philippine power project 2D million investment in three
Indonesian power projects. These capital outlay® partially offset by net proceeds from the sdlmarketable securities of $30 million and
$4 million of proceeds from the sale of propertyanp and equipment and other assets.

Financing sources include $19 million for the exaygof Class B&C Stock for Class D Stock and $1llionifor the construction financing
of a privately owned toll road. Financing uses tstnsf $13 million for the payment of dividends,1$tillion for stock repurchases and $1
million of payments on stockholder notes and C-EEK1'2 million outlay for the payment of long-termbd.

The Group anticipates making significant investraentits infrastructure, telecommunications andrgpéusinesses - including its joint
venture agreement with CE covering internationavgroproject development activities - and searcliimgpportunities to acquire businesses
which provide for long-term growth. The Group mésoeexercise 3.3 million CE options at $12 per shR€E's common stock continues to
trade at or above $24 per share for 180 consecdéiys. Other longterm liquidity uses include payment of income ta&ad repurchasing t!
Group's stock. The Group's current financial caadiand borrowing capacity should be sufficientiffmediate operating and investing
activities.

On November 8, 1995, C-TEC announced that it weulluate strategic options for its various businasts with a view toward enhancing
shareholder value. Specifically, C-TEC evaluatedlativisability and feasibility of separating ortresturing its local telephone business, its
cable television business, and its various othermanications businesses. C-TEC engaged the invastmaeking firm Merrill Lynch & Co.
to assist with the proces



In March 1996, under the terms of an agreement, R@ded to pay C-TEC approximately $123 milliondertain of C-TEC's assets,
including CLD, C-TEC International and Residen@aimmunications Network. RCN purchased Residentah@unications Network for

cash in a transaction that closed on April 1, 1996.

On August 8, C-TEC announced a plan to rescindaiee of Residential Communications Network to R@N acquire the assets of Liberty
Cable from RCN and merge those operations with C-TEhis action coincides with C-TEC's decision lmse discussions concerning the
sale of its cable television unit. C-TEC has algead in principle to exercise its option to unwthd agreement to sell to RCN its other non-
core assets, CLD and C-TEC International. The ages¢ provides for the assets to be purchased uhdeame terms and conditions under
which they were sold. C-TEC will continue to exgavays to increase its profitability and value whéould include a restructuring
transaction.
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