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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 AND EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 1995

or

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES AND 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 4 7-0210602
(State of Incorporation) (I. R.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,
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Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
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subject to such filing requirements for the pastag@s. Yes X No
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PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Earnings
(unaudited)

Three months ended Six months ended (dollars itiomsl, June 30, June 30, except per share dat®) 1994 1995 1994

Revenue $ 697 $ 656 $ 1,260 $1,194
Cost of Revenue (591) (555) ( 1,079) (1,022)
106 101 - 181 172
General and Administrative
Expenses (53) (60) (108) (115)
Operating Income 53 41 73 57

Other Income (Expense):
Gain on Subsidiary's
Stock Transactions,

net - 3 3 28
Investment Income, net 14 11 30 25
Interest Expense, net (6) (8) (24) (17
Other, net 164 8 171 11
172 14 - 180 47
Equity in Loss of MFS  (43) (21) (85) (34)

Earnings Before Income
Taxes and Minority
Interest 182 34 168 70

Provision for
Income Taxes (79) (10) (89) (25)

Minority Interest in
Net Income of
Subsidiaries (6) 2) (8) -

Net Earnings $ 97 $ 22 $ 71 $ 45

Earnings Attributable to
Class B & C Stock:
Net Earnings $ 36 $ 19 $ 34 $ 17

Earnings per

Common and

Common Equivalent

Share $2.59 $1.24 $ 244 $ 1.10

Earnings Attributable
to Class D Stock:
Net Earnings $ 61 $ 3 $ 37 $ 28

Earnings per

Common and

Common Equivalent

Share $2.87 $ .14 $ 175 $ 1.35

Cash Dividends per Common
Share:
B & C Stock $ .45 $ .45 $ 45 $ .45

D Stock $ - $ - $ -$ -



See accompanying notes to consolidated condenssucial
statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

June 30, December 31,
1995 1994
(dollars in millions) (unaudited)
Assets
Current Assets:
Cash and cash equivalents $ 434 $ 400
Marketable securities 528 910
Receivables, less allowance
of $9 and $9 311 414
Note receivable from sale of
discontinued operations - 29

Costs and earnings in
excess of billings

on uncompleted contracts 130 126
Investment in construction
joint ventures 62 69
Deferred income taxes 65 74
Other 55 93
Total Current Assets 1,585 2,115

Property, Plant and Equipment,
less accumulated depreciation and

amortization of $665 and $731 630 1,244
Investments 450 314
Intangible Assets, net 401 749
Net Assets of MFS 447 -
Other Assets 72 82

$3,585 $4,504

See accompanying notes to consolidated condensaucfal
statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

June 30, December 31,
(dollars in millions, 1995 1994
except per share data) (unaudited)

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 211 $ 344
Current portion of long-term debt:
Telecommunications 9 26
Other 5 7
Accrued costs and billings in excess
of revenue on uncompleted contracts 133 143
Accrued insurance costs 74 75
Other 151 218
Total Current Liabilities 583 813

Long-Term Debt, less current portion:
Telecommunications 290 827



Other 89 81

Deferred Income Taxes 314 302
Retirement Benefits 48 67
Accrued Reclamation Costs 103 103
Other Liabilities 123 127
Minority Interest 193 448

Stockholders' Equity:
Preferred stock, no par value,
Authorized 250,000 shares: no shares
outstanding - -
Common stock, $.0625 par value,
$1.7 billion aggregate redemption
value:
Class B, authorized 8,000,000 shares:
884,400 outstanding in 1995 and
1,000,400 in 1994 -
Class C, authorized 125,000,000 shares:
13,944,365 outstanding in 1995 and
15,087,028 in 1994 1 1
Class D, authorized 50,000,000 shares:
21,288,468 outstanding in 1995 and

20,391,568 in 1994 1 1
Additional paid-in capital 207 182
Foreign currency adjustment (4) )
Net unrealized holding gains (losses) 8 (8)
Retained earnings 1,629 1,567

Total Stockholders' Equity 1,842 1,736
$3,585 $4,504

See accompanying notes to consolidated condensaucfal statements.
PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Cash Flows

(unaudited)
Si x months ended
June 30,
(dollars in millions) 19 95 1994
Cash flows from operations:
Net cash provided by continuing operations $ 208 $ 60
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments 261 856
Purchases of marketable securities ( 203)  (909)
Proceeds from sales of property, plant
and equipment, 9 9
Capital expenditures (83) (170)
Acquisitions, excluding cash acquired ( 143)  (236)
Investment in CECI (29) (12)
Deferred development costs and other (22) 37)
Net cash used in investingﬁvities ( ﬁ) (499)
Cash flows from financing activities:
Issuances of subsidiary's stock - 3
Proceeds from long-term debt borrowings 31 659
Payments on long-term debt, including
current portion (11) (184)
Repurchases of common stock (6) (30)
Issuances of common stock 26 19
Dividends paid (13) (13)
Net cash provided by financiTg activities 27 454
Cash flows from proceeds due to sales
of discontinued packaging operations 29 7
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 34 19
Cash and cash equivalents at beginning of period 400 296

Cash and cash equivalents at end of period ~ $ 434 $315

Noncash investing activities:
Issuance of MFS stock for purchase of

telecommunications companies - $23
MFS stock transactions to settle
contingent purchase price liability - 25

See accompanying notes to consolidated condensautcial statements.
PETER KIEWIT SONS', INC

Notes to Consolidated Condensed Financial Statement

1. Basis of Presentation:

The consolidated condensed balance sheet of PeteitiSons', Inc. ("PKS") and subsidiaries (the i@mny") at December 31, 1994 has
been condensed from the Company's audited bal&ees as of that date. All other financial statera@aintained herein are unaudited and, in
the opinion of management, contain all adjustméuasisting only of normal recurring accruals) reseey for a fair presentation of financial
position and results of operations for the peripgsented. The Company's accounting policies ardigether disclosures are set forth in
notes to the consolidated financial statementsadoed in the Company's Annual Report on FornK1fer the year ended December 31, 1¢

The PKS Board of Directors preliminarily approvegdlan to make a tax-free distribution of its entenership interest in MFS
Communications Company, Inc. ("MFS") to the Classt@rkholders at a special meeting on June 9, (988 Note 5). The operating results
of MFS have been classified as a single line itenthe statements of earnings for the three antheixth periods ended June 30, 1995 and
1994. The Company's proportionate share of thassdts of MFS at June 30, 1995 of $447 million hmen reported separately in the
consolidated balance sheet.

Operating results of MFS are summarized as foll@edars in millions):

Three months ended  Six mont hs ended
June 30, June 30,
1995 1994 1995 1994
Revenue $140 $61 $258 $96
Loss from operations (59) (27) (115) (46)
Net loss (65) (32) (129) (50)
PKS equity in net
loss (43) (21) (85) (34)

At June 30, 1995 the net assets of MFS were asAsll

Assets:
Current $ 522
Networks and equipment, net 902
Other assets, net 403
Total - 1,827
Liabilities:
Current 235
Long-term debt 597
Other noncurrent 32
Total B 864
Net Assets $ 963
PKS Equity in Net Assets of MFS $ 447

Included in the net assets of MFS are $307 milibproceeds from the offering of convertible preéerstock of which the Company has no
ownership interes



The Company has approximately $93 million of defdrtax liabilities recorded on gains from MFS sttrelasactions that would no longer be
payable if the distribution is consummated.

Marketable securities at June 30, 1995 and DeceBiher994 include approximately $57 million and $6illion, respectively, of investmer
which are being held by the owners of various aoiesion projects in lieu of retainage. Receivat@esdune 30, 1995 and December 31, 1994
include approximately $56 million and $48 millimespectively, of retainage on uncompleted proj#samajority of which is expected to be
collected within one year.

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

PETER KIEWIT SONS', INC
Notes to Consolidated Condensed Financial Statement
2. Earnings Per Share:

Primary earnings per share of common stock have beputed using the weighted average number oéslwtstanding during each
period. Fully diluted earnings per share have reefnbpresented because it is not materially diftéfrem primary earnings per share. The
number of shares used in computing earnings pee stas as follows:

Three months ended  Six months ended
June 30, June 30 ,
1995 1994 1995 1994
Class B&C 13,998,740 15,232,250 13,954,135 15,306,347
Class D 21,257,541 20,446,882 21,261,632 20,497,789

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 Comparygastruction operations and certain mining servitég Diversified Group contains
coal mining properties, telecommunications subsiea a data management services company, a nyinatérest in California Energy
Company, Inc. ("CECI") and miscellaneous investraeBbrporate assets and liabilities which are apagately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group are allocated equally betwdenttvo groups.

A summary of the results of operations and findrisition for the Construction & Mining Group atite Diversified Group follows. The
summary information for December 31, 1994 was @efifrom the audited financial statements of thpeesve groups which were exhibits
the 1994 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 thiesslg between the Construction &
Mining Group and the Diversified Group, have bekmiaated.

Construction & Mining Group:
(In millions, except per share data)

Three months ended Six m onths ended
June 30, Ju ne 30,
1995 1994 1995 1994
Results of Operations:
Revenue $ 562 $528 $988 $939
Net earnings $ 36 $19 $ 34 $ 17
Earnings per share $2.59 $1.24 $2.44 $1.10
June 30, Dec ember 31,
1995 1994
Financial Position:
Working capital $ 290 $ 333
Total assets 967 967
Long-term debt, less
current portion 7 9
Stockholders' equity 503 505

PETER KIEWIT SONS', INC

Notes to Consolidated Condensed Financial Statemex



3. Summarized Financial Information (continued):

Included within earnings before income taxes isersarvice income from the Diversified Group of $ilion and $8 million for the three
months ended June 30, 1995 and 1994 and $15 midliagach of the six months ended June 30, 1995.864d.

Diversified Group:
(In millions, except per share data)

Three months ended  Six m onths ended
June 30, June 30,
1995 1994 1995 1994
Results of Operations:
Revenue $ 135 $128 $274 $ 255
Net earnings $ 61 $ 3 $37 $ 28
Earnings per share $2.87 $.14 $1.75 $1.35
June 30, D ecember 31,
1995 1994
Financial Position:
Working capital $ 712 $ 969
Total assets 2,633 3,549
Long-term debt, less
current portion 372 899
Stockholders' equity 1,339 1,231

Included within earnings before income taxes isemmanagement fees paid to the Construction & Mi@ngup of $7 million and $8 million
for the three months ended June 30, 1995 and 18946 million for each of the six months endedelg@, 1995 and 1994.

4. Acquisitions:

In February 1995, CECI, an equity method investempleted the purchase of Magma Power Companyc@$ie transaction, valued at $950
million was partially financed by the sale of 17limh shares of common stock at $17 per share.aksqf this offering, the Company
purchased 1.5 million shares. In addition, durimg $econd quarter of 1995, the Company purchasadditional 200,000 common shares of
CECI. The Company owns 22% of CECI's outstandingroon stock. Following these transactions, the Catyjgacumulative investment in
CECI common stock totals $146 million, $38 millionexcess of the Company's proportionate sharee6}IG equity.

C-TEC Corporation ("C-TEC"), completed the firgstof an acquisition of Twin County Trans Videos.I'Twin County") in May 1995.

Twin County provides cable television service tg0D® subscribers in eastern Pennsylvania. In cerdiidn for 40% of the capital stock of
Twin County, C-TEC paid $26 million in cash andiuied a $4 million note of its subsidiary, C-TEC @aBlystems, Inc. In addition, C-TEC
paid $11 million in consideration of a noncompejee@ment. The acquisition of the remaining shaaexpected to be completed by year

In January 1995, C-TEC entered into an agreememirichase Buffalo Valley Telephone Company. Theeggte consideration for the
purchase ($55 million) will be a combination of ke@d convertible preferred stock in the Teleph@neup of C-TEC. The transaction is
expected to close during 1995. Buffalo Valley Télepe Company provides local telephone service 8Q07access lines in central
Pennsylvania.

Also in January, 1995, C-TEC purchased, for $84ianilin cash, a 40% equity position in Megacablé\. e C.V., Mexico's second largest
cable television operator with 174,000 subscrilretgelve cities. The purchase price is subjecdjustments based on fourth quarter 1995
exchange rates.

5. Other Matters:
MFS Spin-off

PKS' management asked the Internal Revenue S€NIR®") to issue a ruling (the "Ruling™) that woutérmit PKS to make a tax- free
distribution of its entire ownership interest in Blfo the Class D stockholders (the "Spin-off')Jime 1995, PKS received the Ruling from
the IRS confirming that the Spin-off will be taxeé to the holders of Class D Stock for United&td¢deral income tax purposes. The PKS
Board of Directors preliminarily approved the ptarimplement the Spin-off (the "Plan") at a speai@eting on June 9, 1995.

In order to satisfy certain requirements of apiiegdax law relating to the Spin-off that are addex by the Ruling, PKS and Kiewit
Diversified Group Inc., a wholly owned first-tienlssidiary of PKS ("KDG") have agreed with MFS tdéeet a recapitalization of MFS
pursuant to which KDG would exchange 2,900,00(hef42,962,658 shares of MFS Common Stock curréetly by KDG for 15,000,000
shares of high-vote convertible preferred stock (MFS Recapitalization™).

The MFS Recapitalization has been approved by tR& Roard of Directors, and by a special commitfeth® MFS Board of Directors
comprised solely of independent directors of MF8nglimmation of the MFS Recapitalization is subje@pproval by the holders of MFS
Common Stock at the MFS 1995 annual stockholderetingg to be held on August 24, 1995. In connectiith obtaining approval of th



holders of MFS Common Stock, PKS has agreed toalbtd the shares of MFS Common Stock owned otrodied by it in the same mann
as the majority of the non-PKS holders of MFS ComrBtock present in person or by proxy at the mgetote. Thus, the MFS
Recapitalization will be approved only if supporteda majority of such non-PKS stockholders of ME$he MFS Recapitalization is not
approved by the holders of MFS Common Stock, th&NFeferred Stock will not be issued and the Sffinvil not occur. If the MFS
Recapitalization is approved, it would be consunedatnmediately prior to the Spin-off and PKS wodistribute to Class D stockholders
both the MFS preferred stock and all of the comistock of MFS then held by PKS.

The Plan provides for an exchange offer (the "ErgeaDffer") by PKS for Class D Stock, to be comgadebefore the Spin-off. Under an
Exchange Offer, PKS would offer to exchange Clastark for some or all of its outstanding ClasstBc& and Class C Stock ("Class B&C
Stock™) on terms similar to those upon which CRR&E Stock can be converted into Class D Stock dutire annual conversion period
provided in the Company's Certificate of Incorpumat It is presently expected that once the regifigtin statement presently on file with the
Securities and Exchange Commission is declaredtafée the Exchange Offer will be open for approately four weeks, (the "Expiration
Date") unless the Exchange Offer is extended, adreedi or modified.

The Company currently expects that, if the holdéra majority of the MFS Common Stock present irspa or by proxy and voting at the
1995 MFS annual stockholders meeting, approve tR& Recapitalization, the Spin-off dividend will Beclared as of, and paid to holders of
Class D Stock of record as of, the day after thgifation Date. If such favorable vote is not reegivthe Exchange Offer will be abandoned,
and the Spin-off will not occur. Further, PKS regsrthe right to abandon the Exchange Offer, dn bot Exchange Offer and the Spin-off, if
the PKS Board of Directors determines at any tina such abandonment would be in the best intefd3KS and its stockholders, and PKS
will abandon the Exchange Offer if it abandons $ipén-off.

PKS also reserves the right to extend the Exch@ffgr or to modify in any manner the terms and é¢oods of the Exchange Offer or the
Spin-off or to defer the consummation of the Exde®ffer or the Spin-off if the PKS Board of Dirers determines at any time that such
action would be in the best interest of PKS andtitgkholders. Modification of the terms and coiodis of the Exchange Offer may include
imposition by PKS of a limit on the number of stsoé Class B&C Stock that will be accepted by PK$hie Exchange Offer.

Kinross Transaction

On June 26, 1995, the Company exchanged its interasvholly-owned subsidiary involved in gold rimg activities for 4 million 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 vf the subsidiary and the fair market valuthefKinross stock on the date of the
transaction.

MFS Litigation

In 1994, several former stockholders of a MFS dlibgy 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 sharebrddsold 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. Fizittave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendaxpect that a trial will be held in the
fall of 1995. Prior to the initial public offeringgDG agreed to indemnify MFS against any liabitarising from the September 1992 sale; if
MFS is deemed to be liable to plaintiffs, KDG Wik required to satisfy MFS' liabilities pursuanthe indemnity agreement. Any judgement
or settlement payments would be treated as antatijus of the original purchase price and recordeddalitional goodwill. If the Spin-off is
approved by the Company's Board of Directors ambisummated, KDG would remain obligated to satisése liabilities.

Whitney Litigation:

In 1974, a subsidiary of the Company ("Kiewit")temred into a lease with Whitney Benefits,Inc., adiyng charitable corporation
("Whitney"). Whitney was the owner, and Kiewit wiag lessee, of a coal deposit underlying a 1,388 taact in Sheridan County, Wyoming.
The coal was rendered unmineable by the Surfacenli@ontrol and Reclamation Act of 1977 ("SMCRA#kich prohibited surface mining
of coal in certain alluvial valley floors signifinato farming. In 1983, Kiewit and Whitney filed aation, now titled Whitney Benefits, Inc.
and Peter Kiewit Sons' Co. v. The United StatethénU.S. Court of Federal Claims (the "Claims @§ualleging that the enactment of
SMCRA constituted a taking of their coal withousfiwcompensation. In 1989, the Claims Court ruled ¢htaking had occurred and awarded
the plaintiffs the 1977 fair market value of theperty ($60 million) plus interest. In 1991, theSUCourt of Appeals for the Federal Court
affirmed the decision of the Claims Court and th8..8upreme Court denied certiorari. The governrfileat two post- trial motions in the
Claims Court during 1992. The government requeataew trial to redetermine the 1977 value of thapprty. The government also filed a
motion to reopen and set aside the 1989 judgmewidsand to dismiss plaintiffs' complaint for lackjurisdiction. In May 1994, the Claims
Court entered an order denying both motions. Iraaly 1994, the Claims Court issued an opinion Wipiovided that the $60 million
judgment would bear interest compounded annuadynft977 until payment. The government appealed#ieuary 1994 and May 19!
orders. A hearing on the appeals was held in Fepd@05.

On May 5, 1995, the government and the plaintiffier=d into a settlement agreement. In settlenfest olaims, the government agreed to
pay plaintiffs $200 million and plaintiffs agreealdeed the coal underlying the real property togtneernment. Kiewit and Whitney agreed in
1992 that Kiewit would receive 67.5 percent of amard and Whitney would receive the remainder.R&®wit Sons' Co., a subsidiary of
KDG, received approximately $135 million on Jund.295.



Other Litigation

The Company is involved in other various lawsuitaims and regulatory proceedings incidental toitsiness. Management believes that
resulting liability for legal proceedings beyondtiprovided should not materially affect the Compafinancial position or results of
operations.

Item 2. Management's Discussion and Analysis of Famcial
Condition and Results of Operations:

Separate management's discussion and analysizaotfal condition and results of operations forKliwwit Construction & Mining Group
and the Kiewit Diversified Group have been filedeaghibits 99.A and 99.B to this report. The Comparily furnish without charge a copy of
such exhibits upon the written request of a stoltldroaddressed to Stock Registrar, Peter KiewisSamc., 1000 Kiewit Plaza, Omaha,
Nebraska 6813:

Results of Operations - Second Quarter 1995 vs. Sew Quarter 1994

Revenue from each of the Company's business segrwerihe three months ended June 30 comprisefibiibeing (in millions):

1995 1994
Construction $ 547 $517
Mining 62 62
Telecommunications 79 73
Other 9 4
$ 697 $ 656

Construction:

Construction revenue rose 6% in the second quaeftE995 compared to the second quarter of 1994.ifddrease is due to the performance of
additional work on joint ventures during this peki€ontract backlog at June 30, 1995 was $2.ohillof which 13% is attributable to forei
operations, principally, Canada and the Philippifsjects on the west coast account for 38% ofdte backlog which includes San Joac
Toll Road backlog of $260 million. San Joaquindeeduled for completion in 1997. Of the total bagkl$1.5 billion is not expected to be
completed during 1995. Backlog at June 1994, waa Biflion.

Gross margin on construction contracts increas@d2% from 7.4% during the same period in 1994 prilm as a result of a claim settlement
on a completed joint venture contract.

Mining:

Mining revenue, primarily coal sales, remained fflatween periods. A decrease in coal spot saleueveas offset by an increase in alternate
source coal sales. The increased margin from altersource coal sales was offset by an incredsever- margin gold sales, an increase in
coal sales to a large customer at contract preessthan those of other primary customers and o¢iaged coal sales contract prices with
certain customers. Coal spot sales and their madgnlined in 1995 as compared to 1994. The overiaihg margin was 45% in 1995 and
49% in 1994 and is expected to continue to dedinméng the remainder of 1995 due to the factorstineed above.

Telecommunications:

C-TEC's revenues increased from $73 million in 1@9879 million in 1995. C-TEC's 1994 revenue imes $8 million from its cellular
business which was sold during the third quartet9¥4. The increase is primarily attributable tdEC's Cable and Long Distance Groups
which had increased revenues of $7 million and #om, respectively. Increased Cable Group revenare primarily due to the addition of
15,000 subscribers over the 1994 period and a teviertrease of approximately $4 million resultingnfi the acquisition of Twin County in
May 1995. The Long Distance Group's sales incredaedprimarily to the resale of tariff servicesatwother long distance seller. The Group's
arrangement for sales of this product is expecaiddrminate later in 1995.

Increased Cable Group revenues were partially oiffgéncreased operating expenses associated wataddition of Twin County subscribers
and to higher basic programming costs resultinmfealditional subscribers, rate increases and newrgs, however, operating income of
this group improved in 1995. The operating incorhthe Long Distance Group also improved in 199%hasincreased revenues described
above were only partially offset by increased ofiegacosts.

C-TEC's Telephone Group revenues and operatingrinagere relatively flat between the 1995 and 1994ogs.

General and Administrative Expenses



General and administrative costs declined 12% duhe 2nd quarter of 1995 as compared to the 2adejuof 1994. The sale of C-TEC's
mobile services group and an overall reductiomédverhead costs attributable to C-TEC's currpataiing units were primarily responsible
for the decline. Partially offsetting these declimeere higher professional service fees associeitbdhe MFS spin-off.

Investment Income, net:

Investment income increased 27% for the three nsomtitled June 30, 1995 compared to the same perid@i®#. Proceeds from C-TEC's
rights offering, the sale of C-TEC's mobile sergigeoup and the settlement of the Whitney litigatiesulted in a higher average portfolio
balance and an increase in investment income.

Interest Expense, net:

Interest expense decreased by $2 million in 1986aily due to a decline in interest expense ineditoy C-TEC from the repayment of debt
in the fourth quarter of 1994.

Other Income, net:

The settlement of the Whitney litigation for $138limn and the gain from the Kinross transactior@fl million comprise the majority of
other income in 1995. The remaining income is casegr of gains and losses from the sale of operatdsgts and other miscellaneous
activities.

MFS Operations:

The telecommunications services revenue of MFSas®d from $47 million in 1994 to $117 million i896. The increase partially relates to
the acquisition of Centex, which was acquired inyM894, and to the acquisitions of RealCom andxCyhich were acquired in the fourth
quarter of 1994. The remaining increase resultedaily from increased market penetration of aHettelecommunication services of MFS.
Telecommunication services operating expenses @& MEreased to $149 million in 1995 from $59 millim 1994. The primary reasons for
the increase in these costs are the acquisitio@enfex, RealCom and Cylix in 1994, the expansudiviies of MFS Intelenet, MFS Datanet
and MFS International and costs associated with aravexpanded networks. MFS expects to incur axhditisignificant expenses expanding
its integrated, single-source telecommunicatiomgices, high speed data communications and intemetservices throughout 1995.

Third-party revenue from services offered by MF&Wwork integration services segment increased Torilion from $15 million in 1994.
The increase relates primarily to two projects.videk systems integration services operating expemsgeased at approximately the same
rate as revenues creating a small loss from opaatn both periods.

Income Taxes:

The effective income tax rate for the quarter endtlate 30, 1995 differs from the expected statutatsy of 35% due primarily to net operating
loss limitations on losses generated by MFS.

Results of Operations - Six Months 1995 vs. Six Maims 1994:

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

1995 1994
Construction $ 966 $ 922
Mining 127 119
Telecommunications 152 145
Other 15 8

$1,260 $1,194

Construction:

Construction revenues increased by 5% during tBedix months of 1995 compared to the same p@nid@94. The increase relates to
additional joint venture activity and the inclusiohan additional two months of materials revenenegated by the APAB+izona companie
which were acquired on February 28, 1994.

Gross margins on construction contracts were 5rb%985 and 1994.

Mining:



Mining revenues, primarily coal sales, increasedi7%®95. The increase in revenue is primarilyilamtiable to additional alternate source
coal sales. The increased margins from alternateceaoal sales were offset by an increase in lemangin gold sales, an increase in coal
sales to a large customer at contract prices hessthose of other primary customers and renegdtiadal sales contract prices with certain
customers. Coal spot sales and their margins atlm1995 as compared to 1994. The overall miniaggin was 47% in 1995 and 48% in
1994 and is expected to continue to decline dutiegemainder of 1995 due to the factors mentiaime.

Telecommunications:

C-TEC's revenue increased from $145 million in 1898152 million in 1995. C-TEC's 1994 revenue uriiels $15 million from its cellular
business which was sold during the third quartet9¥4. The increase is primarily attributable tdEC's Cable and Long Distance Groups
which had increased revenues of $7 million and illlon, respectively. Increased Cable Group reve=nare primarily due to an increase in
the number of subscribers and a revenue increasgpobximately $4 million resulting from the acqtie of Twin County in May 1995. The
Long Distance Group's sales increased due primtarillge resale of tariff services to another lorgjashce seller. The Group's arrangement for
sales of this product is expected to terminate iat&995.

Increased Cable Group revenues were partially oiffigéncreased operating expenses associated wgtaddition of Twin County subscribers
and to higher basic programming costs resultinmfealditional subscribers, rate increases and newnetis, however, operating income of
this group improved in 1995. The operating incorhthe Long Distance Group also improved in 199%hasincreased revenue described
above was only partially offset by increased opegatosts.

C-TEC's Telephone Group revenues and operatingrinagere relatively flat between the 1995 and 199dogs.
General and Administrative Expenses:

General and administrative costs declined 6% duhegix months of 1995 as compared to the sanmedpef 1994. The sale of C-TEC's
mobile services group and an overall reductioméndverhead costs attributable to C-TEC's currpataiing units were primarily responsible
for the decline. Partially offsetting these declimeere higher professional service fees associgitbdhe MFS spin-off.

Gain on Subsidiary's Stock Transactions, net:

The issuance of MFS stock for acquisitions by MR8 the exercise of MFS employee stock options teduh a $3 million net gain to the
Company in 1995. In 1994 the Company settled aimgant purchase price adjustment resulting from MES0 purchase of Chicago Fiber
Optics Corporation ("CFQ"). The former sharehold#r€FO accepted MFS stock previously held by tben@Gany, valued at market prices,
as payment of the obligation. This transaction glaith the issuances of stock for acquisitions amghloyee stock options, resulted in a $28
million net gain before taxes. The Company hadgeted gains and losses from sales and issuanstsalf by MFS on the consolidated
statement of earnings, but the Company is now oopltting a spin-off (See Note 5). Current accounpnnciples require recognition of the
above transactions as capital transactions whemeaoff is contemplated. If the spin-off of MFSdempleted, these types of gains will no
longer be recognized for MFS transactions.

Investment Income, net:

Investment income increased 20% for the six moettted June 30, 1995 compared to the same peri#Pih Proceeds from TEC's right
offering, the sale of C-TEC's mobile services granf the settlement of the Whitney litigation résdlin a higher average portfolio balance
and an increase in interest and dividend incomaeidhg offsetting this increase were higher losseshe disposition of marketable securities
in 1995.

Interest Expense, net:

Interest expense increased by $7 million in 19%& deficiency interest expense of $11 million imedrin 1995 was partially offset by a
decline in interest expense incurred by C-TEC duhé repayment of debt in the fourth quarter 419

Other Income, net:

The settlement of the Whitney litigation for $138lion and the gain from the Kinross transactior@fl million comprise the majority of
other income in 1995. The remaining income is casegr of gains and losses from the sale of operatdsgts and other miscellaneous
activities.

MFS Operations:

MFS' telecommunications services revenue increas8d21 million from $69 million in 1994. The in@ge primarily relates to the
acquisitions of Centex, RealCom and Cylix in 19Bde remaining increase resulted primarily from éased market penetration of all other
telecommunication services of the Company. MFSttenunications services operating expenses inatd¢ask?84 million from $88 millio
in 1994. The increase relates in part to the ad@ns of Centex, RealCom and Cylix in 1994. In iidd, operating expenses increased du



expansion activities of MFS Intelenet, MFS Dataared MFS International and costs associated with aredvexpanded networks. MFS
expects to incur additional significant expensgsaexling its integrated, single- source telecomnatitns services, high-speed data
communications and international services througt6a5.

Third-party revenue from services offered by MF&Wwork integration services segment, increase®8rillion from $27 million in 1994.
The increase relates primarily to two projects.videk systems integration services operating expemsgeased at approximately the same
rate as revenues producing a small loss from dpesain both periods.

Income Taxes:

The effective income tax rate for the first six rifmof 1995 differs from the expected statutorg &t35% due primarily to net operating i
limitations on losses generated by MFS.

Financial Condition - June 30, 1995 vs. December 31994

The Company's working capital, exclusive of MFS;réased $17 million or 2% during the first six nfenof 1995. The decrease was mainly
due to cash flows from operations, including theitWéy settlement of $135 million, being offset bgrsficant investing activities of $209
million.

Investing activities include $83 million of capikpenditures and $172 million of investments. Hvestments include C-TEC's $84 million
outlay for 40% of Megacable and $38 million outfay Twin County, KDG's $29 million purchase of CEC$tock, $8 million outlay for a
19% interest in a healthcare software developmemipany and an additional $6 million investment ihalippine power project.

Financing sources for the six months include $1Mianiof borrowings for the construction financin§a privately owned toll road, $17
million of C-TEC borrowings on the Cable Group'salving credit agreement and $26 million from tlaéesof the Company's common stock.
Financing uses consisted of $5 million of paymemstockholders' notes, $6 million for stock refmages, and $13 million of Constructior
Mining Group stock dividends.

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

In addition to the C-TEC activities described beltlne Company anticipates investing between $458&5dmillion annually in its
construction and mining businesses, making sigaifi¢over $50 million in 1995) investments in iteeegy businesses - including its joint
venture agreement with CECI covering internatigg@ader project development activities and searchingpportunities to acquire capital
intensive businesses which provide for long-terowgh. Other long-term liquidity uses include payrmehincome taxes and the repurchase
of stock. The Company's current financial conditéord borrowing capacity should be sufficient faufe operating activities and investing
activities, however, in the event of an MFS spifi-tife Construction & Mining Group may incur debtdrder to fund stock conversions.

C-TEC intends to utilize its available cash andbewng credit balances to fund operating activiti@sance the pending acquisition of Buffalo
Valley, and to develop full service networks.

See the "Other Matters" note to the consolidatediensed financial statements with respect to th& B{kn-off.
PETER KIEWIT SONS', INC.
PART Il - OTHER INFORMATION
Item 1. Legal Proceedings:

In 1974, a subsidiary of the Company ("Kiewit")tered into a lease with Whitney Benefits,Inc., adiyng charitable corporation
("Whitney"). Whitney was the owner, and Kiewit wiag lessee, of a coal deposit underlying a 1,38 taact in Sheridan County, Wyoming.
The coal was rendered unmineable by the Surfacenili@ontrol and Reclamation Act of 1977 ("SMCRA#hich prohibited surface mining
of coal in certain alluvial valley floors signifinato farming. In 1983, Kiewit and Whitney filed action, now titled Whitney Benefits, Inc.
and Peter Kiewit Sons' Co. v. The United StatethénU.S. Court of Federal Claims (the "Claims @§ualleging that the enactment of
SMCRA constituted a taking of their coal withousfeompensation. In 1989, the Claims Court ruled #htaking had occurred and awarded
the plaintiffs the 1977 fair market value of theperty ($60 million) plus interest. In 1991, theSUCourt of Appeals for the Federal Court
affirmed the decision of the Claims Court and th8..8upreme Court denied certiorari. The governrfileat two post- trial motions in the
Claims Court during 1992. The government requeateew trial to redetermine the 1977 value of thapprty. The government also filed a
motion to reopen and set aside the 1989 judgmevnidsand to dismiss plaintiffs’ complaint for lackjurisdiction. In May 1994, the Claims
Court entered an order denying both motions. Irrl@aly 1994, the Claims Court issued an opinion Wwipiovided that the $60 million
judgment would bear interest compounded annuadyft977 until payment. The government appealedrédieuary 1994 and May 19!
orders. A hearing on the appeals was held in Fepdg05.

On May 5, 1995, the government and the plaintiffieeed into a settlement agreement. In settlenfesit olaims, the government agreec



pay plaintiffs $200 million and plaintiffs agreealdeed the coal underlying the real property togtineernment. Kiewit and Whitney agreed in
1992 that Kiewit would receive 67.5 percent of amard and Whitney would receive the remainder.R&®@wit Sons' Co., a subsidiary of
Kiewit Diversified Group Inc., received approximigt&135 million on June 2, 1995.

Item 6. Exhibits & Reports on Form 8-K:
(a) Exhibits filed as part of this report are lgteelow:

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 Statemeatsd Management's Discussion and Analysis of Fird@ondition and Results of
Operations.

(b) No reports on Form 8-K were filed by the Compduaring the second quarter of 1995.
SIGNATURES

Pursuant to the requirements of the SecuritiesEtiange 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, 1995 /s/ R E. Julian
Robert E. Julian
Executive Vice President
Chi ef Financial Oficer

PETER KIEWIT SONS', INC. AND SUBSIDIARIES
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 Fird@ondition and Results of
Operations.

Exhibit 99.A
KIEWIT CONSTRUCTION & MINING GROUP

Index to Financial Statements and
Management's Discussion and Analysis
of Financial Condition and Results of

Operations

Financial Statements:

Condensed Statements of Earnings for the threehm@mded June 30, 1995 and 1994 and the six menttezl June 30, 1995 and 1994
Condensed Balance Sheets as of June 30, 1995 aedtber 31, 1994

Condensed Statements of Cash Flows for the sixlmartded June 30, 1995 and 1994 Notes to Condé&nsmukial Statemen



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

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Earnings
(unaudited)

Three months ended S ix months ended
June 30, June 30,
(dollars in millions) 1995 1994 1 995 1994
Revenue $ 562 $ 528 $ 988 $ 939
Cost of Revenue (516) (485) (925) (878)
46 43 B 63 61
General and Administrative
Expenses (29) (29) (61) (62)
Operating Income (Loss) 17 14 2 Q)
Other Income (Expense):
Investment Income, net 3 4 6 6
Interest Expense - 1) Q) 1)
Other, net 35 12 46 22
38 15 - 51 27

Earnings Before

Income Taxes 55 29 53 26
Provision for Income Taxes (19) (10) (19) 9)

Net Earnings $ 36 $ 19 $ 34 $ 17

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Balance Sheet s
June 30, December 31,
1995 1994
(dollars in millions) (unaudited)
Assets
Current Assets:
Cash and cash equivalents $ 84 $ 70
Marketable securities 100 156
Receivables, less allowance of
$7 and $7 244 260

Costs and earnings in excess of
billings on uncompleted

construction contracts 130 101
Investment in construction
joint ventures 62 69
Deferred income taxes 54 59
Other 21 23
Total Current Assets 695 738

Property, Plant and Equipment,
less accumulated depreciation and

amortization of $404 and $395 161 140
Deferred Income Taxes - 4
Other Assets 111 85

$ 967 $ 967

Liabilities and Stockholders' Equity



Current Liabilities:
Accounts payable, including retainage
of $42 and $41 $ 169 $ 179
Current portion of long-term debt 2 3
Accrued construction costs and
billings in excess of revenue

on uncompleted contracts 119 106
Accrued insurance costs 74 73
Other 41 44

Total Current Liabilities 405 405
Long-Term Debt, less current portion 7 9
Deferred Income Taxes 5 -
Other Liabilities 47 48

Stockholders' Equity (Redeemable
Common Stock, $372 million
aggregate redemption value)

Common equity 508 513
Net unrealized holding losses - 2)
Foreign currency adjustment (5) ()
Total Stockholders' Equity 503 505
$ 967 $ 967

See accompanying notes to condensed financiahstats.
KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Cash Flows

(unaudited)
S ix months ended
June 30,
dollars in millions) 1 995 1994
Cash flows from operations:
Net cash provided by operations $ 47 $ 42
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities 147 138
Purchases of marketable securities (89) 97)
Proceeds from sales of property, plant
and equipment 9 6
Capital expenditures 4an 41)
Acquisition of APAC-Arizona, Inc. - 47
Other 4) )
Net cash provided by (usedﬁ) T
investing activities 16 (48)
Cash flows from financing activities:
Payments on long-term debt, including
current portion ) (4)
Issuances of common stock 24 19
Repurchases of common stock 4) 9)
Dividends paid ( 13) (13)
Exchange of Class B&C Stock for Class D
Stock, net ( 54) (42)
Net cash used in financing activities ( E) (49)
Effect of exchange rates on cash - 2)
Net change in cash and cash equivalents 14 (57)
Cash and cash equivalents at beginning
of period 70 99

Cash and cash equivalents at end of period  $ 84 $ 42



See accompanying notes to condensed financiahstaits.
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 31, 19%&lbeen condensed from the
Group's audited balance sheet as of that datatidlr financial statements contained herein aredited and have been prepared using the
historical amounts included in the Peter Kiewit Somc. ("PKS") consolidated condensed finandiatesnents. The Group's accounting
policies and certain other disclosures are sel iorthe notes to the financial statements conthind®’KS' Annual Report on Form 10-K as an
exhibit for the year ended December 31, 1994.

Although the financial statements of PKS' Constauc& 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 Diversified Group should be réadonjunction with these financial
statements.

Marketable securities at June 30, 1995 and DeceBiher994 include approximately $57 million and $6illion, respectively, of investmer
which are being held by the owners of various aoiesion projects in lieu of retainage. Receivatdedune 30, 1995 and December 31, 1994
include approximately $56 million and $48 millioespectively, of retainage on uncompleted projebesmajority of which is expected to be
collected within one year.

Where appropriate, items within the condensed firrstatements have been reclassified from theique periods to conform to current y:
presentation.

2. Summarized Financial Information:

The Group's 50% portion of PKS' corporate asseaddiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group, is as follows (in millions):

June 30, December 31,
1995 1994
Cash and cash equivalents $ - $ 25
Marketable securities 2 15
Property, plant and
equipment, net 5 5
Other assets 5 16
Total Assets $ 12 $ 61
Accounts payable $ 24 $ 30
Convertible debentures 1 1
Notes to former stockholders 3 6
Other liabilities 3 2
Total Liabilities $ 31 $ 39
Three months ended Six m onths ended
June 30, Ju ne 30,
1995 1994 1995 1994

Investment income,

net of interest

expense $ - $1 $ - $1
Other costs,net Q) (1) (2 ) 2)

Corporate general and administrative costs have dkecated to the Group. These allocations wersifiion and $7 million for the three
months ended June 30, 1995 and 1994, and $1 mélhidr$13 million for the six months ended Junel®®5 and 1994. Due to a realignment
of the corporate overhead departments significaltlgf the administrative functions and persomprelviously allocated to the Group are now
located at the Group.

Mining service income from the Group's mine senageeement with the Diversified Group was $7 millemd $8 million for the thre



months ended June 30, 1995 and 1994, and $15 mfilioeach of the six months ended June 30, 1965.884.
3. Other Matters:
Kinross Transaction

On June 26, 1995, the Group exchanged its intarestvholly-owned subsidiary involved in gold migiactivities for 4 million common
shares of Kinross Gold Corporation, ("Kinross"publicly traded corporation. The Group recognizek?a 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.

MFS Spin-off

PKS' management asked the Internal Revenue S€MR®") to issue a ruling (the "Ruling™) that wouteérmit PKS to make a tax- free
distribution of its entire ownership interest in Blfo the Class D stockholders (the "Spin-off')Jime 1995, PKS received the Ruling from
the IRS confirming that the Spin-off will be taxeé to the holders of Class D Stock for Unitede&itééderal income tax purposes. The PKS
Board of Directors preliminarily approved the ptarimplement the Spin-off (the "Plan") at a speai@eting on June 9, 1995.

In order to satisfy certain requirements of apjiedax law relating to the Spin-off that are addel by the Ruling, PKS and Kiewit
Diversified Group Inc., a wholly owned first-tienlssidiary of PKS ("KDG") have agreed with MFS tdeet a recapitalization of MFS
pursuant to which KDG would exchange 2,900,00thef42,962,658 shares of MFS Common Stock curréedly by KDG for 15,000,000
shares of high-vote convertible preferred stock (1FS Recapitalization™).

The MFS Recapitalization has been approved by th8 Board of Directors, and by a special committeth® MFS Board of Directors
comprised solely of independent directors of MF8nglimmation of the MFS Recapitalization is subje@pproval by the holders of MFS
Common Stock at the MFS 1995 annual stockholderetintg to be held on August 24, 1995. In connectitth obtaining approval of the
holders of MFS Common Stock, PKS has agreed toalbtd the shares of MFS Common Stock owned otrodied by it in the same mann
as the majority of the non-PKS holders of MFS Comr8tock present in person or by proxy at the mgetate. Thus, the MFS
Recapitalization will be approved only if supporteda majority of such non-PKS stockholders of ME$he MFS Recapitalization is not
approved by the holders of MFS Common Stock, th&NRFeferred Stock will not be issued and the Sffinvidl not occur. If the MFS
Recapitalization is approved, it would be consuneddtmediately prior to the Spin-off and PKS wodistribute to Class D stockholders
both the MFS preferred stock and all of the comistogk of MFS then held by PKS.

The Plan provides for an exchange offer (the "ErgeaOffer") by PKS for Class D Stock, to be comgdebefore the Spin-off. Under an
Exchange Offer,PKS would offer to exchange Clastdxk for some or all of its outstanding Class Bc8tand Class C Stock ("B&C Stocl
on terms similar to those upon which Class B&C Btoan be converted into Class D Stock during thuahconversion period provided in
the PKS Certificate of Incorporation. It is predgmrixpected that once the registration statemezgetly on file with the Securities and
Exchange Commission is declared effective, the Brgk Offer will be open for approximately four wedkhe "Expiration Date") unless the
Exchange Offer is extended, abandoned, or modified.

PKS currently expects that, if the holders of aarigj of the MFS Common Stock present in persohyoproxy and voting at the 1995 MFS
annual stockholders meeting, approve the MFS Redimgition, the Spin-off dividend will be declarad of, and paid to holders of Class D
Stock of record as of,the day after the Expirafi@te. If such favorable vote is not received, thettange Offer will be abandoned, and the
Spin-off will not occur. Further, PKS reserves thght to abandon the Exchange Offer, or both theharge Offer and the Spin-off, if the
PKS Board of Directors determines at any time sli@h abandonment would be in the best interesk&f &d its stockholders, and PKS will
abandon the Exchange Offer if it abandons the $ffin-

PKS also reserves the right to extend the Exch&ifgr or to modify in any manner the terms and ébows of the Exchange Offer or the
Spin-off or to defer the consummation of the Exde®ffer or the Spin-off if the PKS Board of Dirers determines at any time that such
action would be in the best interest of PKS andtitskholders. Modification of the terms and coiodis of the Exchange Offer may include
imposition by PKS of a limit on the number of steaoé Class B&C Stock that will be accepted by PK$hie Exchange Offer.

Litigation

The Group is involved in various lawsuits, clainmgl aegulatory proceedings incidental to its busné&anagement believes that any resu
liabilities for legal proceedings beyond that pamd should not materially affect the Group's finahgosition or results of operations.

KIEWIT CONSTRUCTION & MINING GROUP

Item 2. Management's Discussion and Analysis of Famcial
Condition and Results of Operations

Results of Operations- Second Quarter 1995 vs. Second Quarter 19!



Construction

Construction revenue rose 6% in the second queftE995 compared to the second quarter of 1994.ifddrease is due to the performance of
additional work on joint ventures during this peki€ontract backlog at June 30, 1995 was $2.ohillof which 13% is attributable to forei
operations, principally, Canada and the Philippif¥sjects on the west coast account for 38% ofdted backlog which includes San Joac
Toll Road backlog of $260 million. San Joaquindeeduled for completion in 1997. Of the total bagkl$1.5 billion is not expected to be
completed during 1995. Backlog at June 1994, waa Biflion.

Gross margin on construction contracts increas&d2% from 7.4% during the same period in 1994 prilm as a result of a claim settlement
on a completed joint venture contract.

Other, net

In 1995 the Kinross transaction resulted in a $2liam gain to the Group. Also contributing to tirereased earnings was $2 million of
additional gains recognized on the sale of opgyadssets.

Results of Operations - Six Months 1995 vs. Six Mtims 1994
Construction

Construction revenues increased by 5% during teedix months of 1995 compared to the same pénid®94. The increase relates to
additional joint venture activity and the inclusiohan additional two months of materials revenaeegated by the APAG@+izona companie
which were acquired on February 28, 1994.

Gross margins on construction contracts were 5r5%85 and 1994.
Other, net

The Kinross transaction resulted in a $21 milliaingo the Group in 1995. Also contributing to éags in 1995 and 1994 were mine service
fees from the Diversified Group of $15 million agdins on the disposition of operating assets ar&¥$5 million, respectively.

Financial Condition - June 30, 1995 vs. December 31994

The Group's working capital decreased $43 milliod2% during the first six months of 1995. A sigedint portion of the decline was due to
the conversion and repurchase of 2.1 million shaf€dass B&C Stock totaling $58 million and dividepayments of $13 million. Cash
flows from operations of $47 million, and cash fofwom investing activities, primarily the net peetls from sales of marketable securitie
$58 million, partially offset by capital expendiasrof $47 million, resulted in a net $14 milliorciease in cash for the period.

The Group anticipates investing between $40 andn§ifllbn annually in its construction business gnachasing additional shares of an
electrical contractor - the Group is committed @8@Bownership by 1997. Other long-term liquidity siggclude payment of income taxes and
repurchases and conversions of common stock.

The Group's working capital position at June 3®5l9ogether with anticipated cash flows from ofieres and existing borrowing capacity,
should be sufficient for immediate cash requiremamid future investing activities, however, in ¢vent of a MFS spin-off, the Group may
incur additional debt to fund the stock conversions

See the "Other Matters" note to the condensed dinbatatements with respect to the MFS spin-off.
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 threelme@mded June 30, 1995 and 1994 and the six mentiesi June 30, 1995 and 1994
Condensed Balance Sheets as of June 30, 1995 aedDer 31, 1994

Condensed Statements of Cash Flows for the siximarided June 30, 1995 and 1994 Notes to Condénsmitial Statements

Management's Discussion and Analysit



Financial Condition and Results of Operations

Other Income (Expense):
Gain on Subsidiary's Stock

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Earnings
(unaudited)

Three months ended  Si

June 30,
(dollars in millions) 1995 1994 19
Revenue $135 $128 $
Cost of Revenue (75) (70) (
60 58 -
General and Administrative
Expenses (31) (39)
Operating Income 29 19
Transactions, net - 3
Investment Income, net 11 7
Interest Expense, net  (6) )
Other, net 136 4
141 7
Equity in Loss of MFS ~ (43) (21)

Earnings Before
Income Taxes and
Minority Interest
in Net Income of
Subsidiaries 127 5

Provision for Income Taxes (60) -

Minority Interest in Net
Income of Subsidiaries (6) 2)

Net Earnings $ 61 $3 3

See accompanying notes to condensed financiahstats.

KIEWIT DIVERSIFIED GROUP

Condensed Balance Sheets

June 30,
1995
(dollars in millions) (unaudited)
Assets
Current Assets:
Cash and cash equivalents $ 350
Marketable securities 428
Receivables, less allowance of
$2 and $2 77

Note receivable from sales

of discontinued operations -
Deferred income taxes 11
Other 34

Total Current Assets 900

x months ended

June 30,
95 1994
274 $255
156) (144)
118 111
(62)  (68)

56 43

3 28

24 19
(23)  (16)
140 4
144 35
(85) (34)
115 44
(70)  (16)

® -
37 $ 28

December 31,
1994

$ 330
754

157
29
95

1,380



Property, Plant and Equipment,
less accumulated depreciation and

amortization of $261 and $336 469 1,104
Intangible Assets, net 385 733
Investments 370 259
Net Assets of MFS 447 -
Other Assets 62 73

$2,633 $3,549

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 42 $ 165
Current portion of long-term debt:
Telecommunications 9 26
Other 3 4
Accrued costs and billings in excess
of revenue on uncompleted contracts 14 37
Accrued reclamation and other
mining costs 17 20
Other 103 159
Total Current Liabilities 188 411
Long-Term Debt, less current portion:
Telecommunications 290 827
Other 82 72
Deferred Income Taxes 309 306
Retirement Benefits a7 67
Accrued Reclamation Costs 102 102
Other Liabilities 83 85
Minority Interest 193 448

Stockholders' Equity (Redeemable
Common Stock, $1.3 billion
aggregate redemption value)

Common equity 1,330 1,238
Foreign currency adjustment 1 -
Net unrealized holding gains (losses) 8 (@)
Total Stockholders' Equity 1,339 1,231
$2,633 $3,549

See accompanying notes to condensed financiahstaits.

KIEWIT DIVERSIFIED GROUP
Condensed Statements of Cash Flows

(unaudited)
S ix months ended
June 30,
(dollars in millions) 1 995 1994
Cash flows from operations:
Net cash provided by continuing operations  $ 161 $ 19
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments 114 718
Purchases of marketable securities ( 114) (812)
Acquisitions, excluding cash acquired ( 139) (189)
Investment in CECI (29) (12)
Capital expenditures (36) (129)
Deferred development costs and other (21) (29)
Net cash used in investing activities ( 225) (453)
Cash flows from financing activities:
Issuances of subsidiary's stock - 3
Proceeds from long-term debt borrowings 31 659
Payments on long-term debt, including
current portion 9) (180)
Issuances of common stock 2 -
Repurchases of common stock 2) (20)

Exchange of Class B&C Stock for Class



D Stock, net 54 42
Net cash provided by finan(ﬁg activities 76 504

Cash flows from proceeds due to sales
of discontinued packaging operations 29 7

Cash and cash equivalents of MFS

at beginning of period (22) -
Effect of exchange rates on cash 1 1)
Net change in cash and cash equivalents 20 76
Cash and cash equivalents at beginning

of period 330 197
Cash and cash equivalents at end of period $ 350 $273

Noncash investing activities:
Issuance of MFS stock for the purchase of
telecommunications companies and

minority interest $ - $23
MFS stock transaction to settle
contingent purchase price liability - 25

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

The condensed balance sheet of Kiewit Diversifiedup (the "Group") at December 31, 1994 has beadawsed from the Group's audited
balance sheet as of that date. All other finarstatements contained herein are unaudited andbdesreprepared using historical amounts
included in the Peter Kiewit Sons', Inc. ("PKS"neolidated condensed financial statements. Theg@@eccounting policies and certain o
disclosures are set forth in the notes to the firdrstatements contained in PKS' Annual Repoftarm 10K as an exhibit for the year end
December 31, 1994.

The PKS Board of Directors preliminarily approvegdlan to make a tax-free distribution of its entsenership interest in MFS
Communications Company, Inc. ("MFS") to the Classt@ckholders at a special meeting on June 9, {988 Note 4). The operating results
of MFS have been classified as a single line itenthe statements of earnings for the three andheixth periods ended June 30, 1995 and
1994. The Group's proportionate share of the regta®f MFS at June 30, 1995 of $447 million haserbreported separately in the
condensed balance sheet.

Operating results of MFS are summarized as foll@edars in millions):

Three months ended  Six mon ths ended
June 30, Jun e 30,
1995 1994 1995 1994
Revenue $140 $61 $258 $96
Loss from operations (59) (27) (115) (46)
Net loss (65) (32) (129) (50)
Group's Equity in
Net Loss (43) (21) (85) (34)

At June 30, 1995 the net assets of MFS were asAsll

Assets:
Current $5 22
Networks and equipment, net 9 02
Other assets, net 4 03
Total _1,8 27
Liabilities:
Current 2 35

Long-term debt 5 97



Other noncurrent 32

Total 8 64
Net Assets $9 63
Group Equity in Net Assets of MFS $ 4 a7

Included in the net assets of MFS are $307 milibproceeds from the offering of convertible preéerstock of which the Group has no
ownership interest.

The Group has approximately $93 million of defertax liabilities recorded on gains from MFS stocnsactions that would no longer be
payable if the distribution is consummated.

Although the financial statements of PKS' Constaic& 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 stabe 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.

KIEWIT DIVERSIFIED GROUP
Notes to Condensed Financial Statements
2. Summarized Financial Information:

The Group's 50% portion of PKS' corporate asseaddiahilities and related transactions, which aveseparately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group, is as follows (in millions):

June 30, D ecember 31,
1995 1994
Cash and cash equivalents $ - $ 25
Marketable securities 2 15
Property, plant and equipment, net 5 5
Other assets 5 16
Total Assets $ 12 $ 61
Accounts payable $ 24 $ 30
Convertible debentures 1 1
Notes to former stockholders 3 6
Other liabilities 3 2
Total Liabilities $ 31 $ 39
Three months ended Six mo nths ended
June 30, Ju ne 30,
1995 1994 1995 1994
Investment income, net $ - $1 % - $1
Other costs,net Q) @) @ 2)

Corporate general and administrative costs have dkacated to the Group. These allocations wermilion for each of the three months
ended June 30, 1995 and 1994, and $2 million andiién for the six months ended June 30, 1995 B8@4. Due to a realignment of the
corporate overhead departments, substantiallyf éleoadministrative functions and personnel prasip allocated to the Group are now
located at the Group.

Mining service expense from the Group's mine seragreement with the Construction & Mining Groupsva million and $8 million for th
three months ended June 30, 1995 and 1994, anchifiidh for each of the six months ended June 3®5land 1994.

3. Acquisitions:



In February 1995, California Energy Company, IN€ECI"), an equity method investee, completed thecpase of Magma Power Company.
The cash transaction valued at $950 million wasighrfinanced by the sale of 17 million sharescommon stock at $17 per share. As part
of the offering, the Group purchased 1.5 millioarss. In addition, during the second quarter 06189 Company purchased an additional
200,000 common shares of CECI. Following thesestiations, the Group's cumulative investment in C&®hmon stock totals $146 millic
$38 million in excess of the Group's proportiorstiare of CECI's equity.

C-TEC Corporation ("C-TEC") completed the firstpstef an acquisition of Twin County Trans Video, I(€Twin County") in May 1995.

Twin County provides cable television service tg0D® subscribers in eastern Pennsylvania. In cerdiidn for 40% of the capital stock of
Twin County, C-TEC paid $26 million in cash anduied a $4 million note of its subsidiary, C-TEC @aBlystems, Inc. In addition, C-TEC
paid $11 million in consideration of a noncompejee@ment. The acquisition of the remaining shaaexpected to be completed by year

In January 1995, C-TEC entered into an agreememirichase Buffalo Valley Telephone Company. Theeggte consideration for the
purchase ($55 million) will be a combination of le@sd convertible preferred stock in the Teleph@neup of C-TEC. The transaction is
expected to close during 1995. Buffalo Valley Télepe Company provides local telephone service 8Q07access lines in central
Pennsylvania.

Also in January 1995, C-TEC purchased, for $84ianilin cash, a 40% equity position in Megacabld,. e C.V., Mexico's second largest
cable television operator with 174,000 subscrilretgelve cities. The purchase price is subjeadjustment based on fourth quarter 1995
exchange rates.

4. Other Matters:
MFS Spin-off

PKS' management asked the Internal Revenue S€MR®") to issue a ruling (the "Ruling™) that woyteérmit PKS to make a tax-free
distribution of its entire ownership interest in Blfo the Class D stockholders (the "Spin-off')Jime 1995, PKS received the Ruling from
the IRS confirming that the Spin-off will be taxeé to the holders of Class D Stock for United Sté#deral income tax purposes. The PKS
Board of Directors preliminarily approved the ptarimplement the Spin-off (the "Plan") at a speaig@eting on June 9, 1995.

In order to satisfy certain requirements of apiedax law relating to the Spin-off that are addel by the Ruling, PKS and Kiewit
Diversified Group Inc., a wholly owned first-tienlssidiary of PKS ("KDG") have agreed with MFS tdéeet a recapitalization of MFS
pursuant to which KDG would exchange 2,900,00(hef42,962,658 shares of MFS Common Stock curréetly by KDG for 15,000,000
shares of high-vote convertible preferred stock (MFS Recapitalization™).

The MFS Recapitalization has been approved by th8 Board of Directors, and by a special committeth® MFS Board of Directors
comprised solely of independent directors of MF8nglimmation of the MFS Recapitalization is subje@pproval by the holders of MFS
Common Stock at the MFS 1995 annual stockholdeetintg to be held on August 24, 1995. In connectitth obtaining approval of the
holders of MFS Common Stock, PKS has agreed toalbtd the shares of MFS Common Stock owned otrodied by it in the same mann
as the majority of the non-PKS holders of MFS Comr8tock present in person or by proxy at the mgetate. Thus, the MFS
Recapitalization will be approved only if supporteda majority of such non-PKS stockholders of ME$he MFS Recapitalization is not
approved by the holders of MFS Common Stock, th&NFeferred Stock will not be issued and the Sffinvidl not occur. If the MFS
Recapitalization is approved, it would be consuneddtmediately prior to the Spin-off and PKS wodistribute to Class D stockholders
both the MFS preferred stock and all of the comistogk of MFS then held by PKS.

The Plan provides for an exchange offer (the "ErgeaOffer") by PKS for Class D Stock, to be comgdebefore the Spin- off. Under an
Exchange Offer,PKS would offer to exchange Classtazk for some or all of its outstanding Class Bc8tand Class C Stock ("Class B&C
Stock™) on terms similar to those upon which CRR&C Stock can be converted into Class D Stock dutire annual conversion period
provided in the PKS Certificate of Incorporationisl presently expected that once the registratiatement presently on file with the
Securities and Exchange Commission is declaredtafée the Exchange Offer will be open for approately four weeks (the "Expiration
Date") unless the Exchange Offer is extended, adreedi or modified.

PKS currently expects that, if the holders of aarigj of the MFS Common Stock present in persohyoproxy and voting at the 1995 MFS
annual stockholders meeting, approve the MFS Redimgition, the Spin-off dividend will be declarad of, and paid to holders of Class D
Stock of record as of,the day after the Expirafiate. If such favorable vote is not received, thettange Offer will be abandoned, and the
Spin-off will not occur. Further, PKS reserves tlght to abandon the Exchange Offer, or both thenarge Offer and the Spin-off, if the
PKS Board of Directors determines at any time slieh abandonment would be in the best interesk&f &hd its stockholders, and PKS will
abandon the Exchange Offer if it abandons the $ffin-

PKS also reserves the right to extend the Exch&ifgr or to modify in any manner the terms and ébows of the Exchange Offer or the
Spin-off or to defer the consummation of the Exde®ffer or the Spin-off if the PKS Board of Dirers determines at any time that such
action would be in the best interest of PKS andtitgkholders. Modification of the terms and coiodis of the Exchange Offer may include
imposition by PKS of a limit on the number of steaoé Class B&C Stock that will be accepted by PK$hie Exchange Offer.

MFS Litigation



In 1994, several former stockholders of an MFS slidy filed a lawsuit against MFS, KDG and theeftexecutive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C-1381. These sharebrddsold shares of the subsidiary to MFS
in September 1992. MFS completed an initial pubffering in May 1993. Plaintiffs allege that MF&érdulently concealed material
information about its plans from them causing thersell their shares at an inadequate price. Higifiave alleged damages of at least $100
million. Defendants have meritorious defenses atehid to vigorously contest this lawsuit. Defendamtpect that a trial will be held in the
fall of 1995. Prior to the initial public offeringkDG agreed to indemnify MFS against any liabitarising from the September 1992 sale; if
MFES is deemed to be liable to plaintiffs, KDG wik required to satisfy MFS' liabilities pursuanttie indemnity agreement. Any judgement
or settlement payments would be treated as antatjus of the original purchase price and recordeddalitional goodwill. If the Spin-off is
approved by the PKS Board of Directors and is comeated, KDG would remain obligated to satisfy thiéegilities.

Whitney Litigation

In 1974, a subsidiary of the Group ("Kiewit"), ergd into a lease with Whitney Benefits, Inc., a \Wyog charitable corporation ("Whitney'
Whitney was the owner, and Kiewit was the lesséa,apal deposit underlying a 1,300 acre tracthiarislan County, Wyoming. The coal w
rendered unmineable by the Surface Mining Contndl Reclamation Act of 1977 ("SMCRA"), which prohid surface mining of coal in
certain alluvial valley floors significant to farng. In 1983, Kiewit and Whitney filed an actionwtitled Whitney Benefits, Inc. and Peter
Kiewit Sons' Co. v. The United States, in the WCBurt of Federal Claims ("Claims Court"), allegitihgit the enactment of SMCRA
constituted a taking of their coal without just quensation. In 1989, the Claims Court ruled thatkéng had occurred and awarded plaintiffs
the 1977 fair market value of the property ($60ioml) plus interest. In 1991, the U.S. Court of &pfs for the Federal Circuit affirmed the
decision of the Claims Court and the U.S. Supremmarttenied certiorari. The government filed twaipdrial motions in the Claims Court
during 1992. The government requested a new trieddetermine the 1977 value of the property. Thegiment also filed a motion to
reopen and set aside the 1989 judgment as voidbagidmiss plaintiffs' complaint for lack of juristion. In May 1994, the Claims Court
entered an order denying both motions. In Febr884, the Claims Court issued an opinion which hed that the $60 million judgment
would bear interest compounded annually from 19m# payment. The government appealed the Febri@®¢ and May 1994 orders. A
hearing on the appeals was held in February 1995.

On May 5, 1995, the government and the plaintiffieeed into a settlement agreement. In settlenfesit olaims, the government agreed to
pay plaintiffs $200 million and plaintiffs agreemldeed the coal underlying the real property togineernment. Kiewit and Whitney agreed in
1992 that Kiewit would receive 67.5 percent of amard and Whitney would receive the remainder.R&®wit Sons', Co. a subsidiary of
KDG, received approximately $135 million on Jund.295.

Other Litigation

The Group is involved in other various lawsuitgiicls and regulatory proceedings incidental toutsitess. Management believes that any
resulting liability for legal proceedings beyonatiprovided should not materially affect the Grsujiancial position or results of operations.

KIEWIT DIVERSIFIED GROUP

Item 2. Management's Discussion and Analysis of Famcial
Condition and Results of Operations

Results of Operations - Second Quarter 1995 vs. Sewl Quarter 1994

Revenue from the Group's segments for the secoadeguwere (in millions):

1995 1994
Mining $ 47 $53
Telecommunications 79 73
Other 9 2

$ 135 $128

Mining

Mining revenues, primarily coal sales, decreaséd 11995. The decrease in revenue is primarilybaitable to a reduction in coal spot si
partially offset by additional alternate sourcelsades. The increase in alternate source coas sads primarily responsible for margins as a
percentage of revenue increasing 2% from 1994 % 19%he higher margins from alternate source calalsswere offset by an increase in coal
sales to a large customer at contract prices fessthose of other primary customers, renegotiedadisales contract prices with certain
customers and reduced coal spot sale margins. Totwgp@&xpects margins to decline during the remainfi@995 due to the factors
mentioned above.

Telecommunications

C-TEC's revenues increased from $73 million in 199479 million in 1995. -TEC's 1994 revenue included $8 million from itdwaalr



business which was sold during the third quartet9¥4. The increase is primarily attributable tdEC's Cable and Long Distance Groups
which had increased revenues of $7 million and $#bom, respectively. Increased Cable Group revenare primarily due to the addition of
15,000 subscribers over the 1994 period and a teviertrease of approximately $4 million resultingni the acquisition of Twin County in
May 1995. The Long Distance Group's sales incredsedrimarily to the resale of tariff servicesatwther long distance seller. The Group's
arrangement for sales of this product is expeaigdriminate later in 1995.

Increased Cable Group revenues were partially oiffigéncreased operating expenses associated wgtaddition of Twin County subscribers
and to higher basic programming costs resultinmfealditional subscribers, rate increases and newnetis, however, operating income of
this group improved in 1995 as compared to 1994. Gferating income of the Long Distance Group mgmoved in 1995 as the increased
revenues described above were only partially offgahcreased operating costs.

C-TEC's Telephone Group revenues and operatingrinagere relatively flat between the 1995 and 199dogs.
General and Administrative Expenses

General and administrative costs declined 20% duhe second quarter of 1995 as compared to tlemdeyuarter of 1994. The sale of C-
TEC's mobile services group and an overall redadtiche overhead costs attributable tGEC's current operating units and other divers
businesses were primarily responsible for the declPartially offsetting these declines were higirefessional service fees associated with
the MFS spin-off.

Investment Income, net

Investment income increased 27% for the three nsomtisled June 30, 1995 compared to the same peridi®#. Proceeds from C-TEC's
rights offering, the sale of C-TEC's mobile sergigeoup and the settlement of the Whitney litigatiesulted in a higher average portfolio
balance and an increase in investment income.

Interest Expense, net

Interest expense decreased by $1 million in 1988ayily due to a decline in interest expense ineditoy C-TEC from the repayment of debt
in the fourth quarter of 1994.

Other, net

The 1995 settlement of the Whitney litigation ahd subsequent payment by the government result®ti3s million of other income to the
Group.

MFS Operations

The telecommunications services revenue of MFSeased from $47 million in 1994 to $117 million i89b. The increase partially relates to
the acquisition of Centex, which was acquired inyM894, and to the acquisitions of RealCom andxCyhich were acquired in the fourth
quarter of 1994. The remaining increase resultedayily from increased market penetration of aHettelecommunication services of MFS.
Telecommunication services operating expenses @& MEreased to $149 million in 1995 from $59 millim 1994. The primary reasons for
the increase in these costs are the acquisitio@enfex, RealCom and Cylix in 1994, the expansuiivities of MFS Intelenet, MFS Datanet
and MFS International and costs associated with aravexpanded networks. MFS expects to incur axhditisignificant expenses expanding
its integrated, single-source telecommunicatiomgices, high speed data communications and intemetservices throughout 1995.

Third-party revenue from services offered by MF&Wwork integration services segment increased Tor§ilion from $15 million in 1994.
The increase relates primarily to two projects.videk systems integration services operating expemsgeased at approximately the same
rate as revenues creating a small loss from opaatn both periods.

Income Taxes

The effective income tax rate for the quarter entlate 30, 1995 differs from the statutory rate5$#63due primarily to net operating loss
limitation on losses generated by MFS.

Results of Operations - Six Months 1995 vs. Six Mtims 1994

Revenue from the Group's segments for the firstrginths of 1995 and 1994 were (in millions):

1995 1994

Mining $107 $106
Telecommunications 152 145



Other 15 4

$274 $255

Mining

Mining revenues primarily coal sales, increasedii%®©95. The increase in revenue is primarily bttréble to additional alternate source ¢
sales offset partially by reduced coal spot sdles.increase in alternate source coal sales wamgly responsible for margins as a
percentage of revenue increasing 8% from 1994 & T%he higher margins from alternate source cdaksaere offset by an increase in coal
sales to a large customer at contract prices hessthose of other primary customers, renegotiededisale contract prices with certain
customers and reduced coal spot sales margingGidg expects margins to decline during the renginfl 1995 due to the factors
mentioned above.

Telecommunications

C-TEC's revenue increased from $145 million in 1898152 million in 1995. C-TEC's 1994 revenue urgdd $15 million from its cellular
business which was sold during the third quartet9¥4. The increase is primarily attributable tdEC's Cable and Long Distance Groups
which had increased revenues of $7 million and @illlon, respectively. Increased Cable Group revesnare primarily due to an increase in
the number of subscribers and a revenue increasgpobximately $4 million resulting from the acqti of Twin County in May 1995. The
Long Distance Group's sales increased due primtarillge resale of tariff services to another lorgjashce seller. The Group's arrangement for
sales of this product is expected to terminate iat&995.

Increased Cable Group revenues were partially oiffigéncreased operating expenses associated wgtaddition of Twin County subscribers
and to higher basic programming costs resultinmfealditional subscribers, rate increases and newneis, however, operating income of
this group improved in 1995 as compared to 1994. dperating income of the Long Distance Group mgmoved in 1995 as the increased
revenues described above were only partially offyahcreased operating costs.

C-TEC's Telephone Group revenues and operatingrinagere relatively flat between the 1995 and 199dogs.
General and Administrative Expenses

General and administrative costs declined 9% dutiedirst six months of 1995 as compared to tmeesperiod of 1994. The sale of C-TEC's
mobile services group and an overall reductiomédverhead costs attributable to C-TEC's currpatating units and other diversified
businesses were primarily responsible for the declPartially offsetting these declines were higirefessional service fees associated with
the MFS spin-off.

Gain on Subsidiary's Stock Transactions, net

The issuance of MFS stock for acquisitions by MR8 the exercise of MFS employee stock options teduh a $3 million net gain to the
Group in 1995. In 1994 the Group settled a contib@erchase price obligation resulting from MFRQ®urchase of Chicago Fiber Optics
Corporation ("CFQ"). The former shareholders of Ck@epted MFS stock previously held by the Groapyed at market prices, as payment
of the obligation. This transaction along with theuances of stock for acquisitions and employeeksbptions, resulted in a $28 million net
gain before taxes. The Group had recognized gaiddosses from sales and issuances of stock by dRe condensed statement of
earnings, but the Group is now contemplating a-sffiiSee Note 4). Current accounting principleguiee recognition of the above
transactions as capital transactions when a spiis-obntemplated. If the spin-off is completedzgh types of gains will no longer be
recognized for MFS transactions.

Investment Income, net

Investment income increased 26% for the six moettted June 30, 1995 compared to the same periPih Proceeds from TEC's right
offering, the sale of C-TEC's mobile services grand the settlement of the Whitney Benefits litigatresulted in a higher average portfolio
balance and an increase in interest and dividecmhie. Partially offsetting this increase were highsses on the disposition of marketable
securities.

Interest Expense, net

Interest expense increased by $7 million in 19%& deficiency interest expense of $11 million imedrin 1995 was partially offset by a
decline in interest expense incurred by C-TEC dubé repayment of debt in the fourth quarter 419

Other, net

The resolution of the Whitney Benefits litigationdathe subsequent payment by the government in 6&3@8ted in $135 million of other
income for the Grouf



MFS Operations

MFS' telecommunications services revenue increas8a21 million from $69 million in 1994. The inase primarily relates to the
acquisitions of Centex, RealCom and Cylix in 19Bde remaining increase resulted primarily from éased market penetration of all other
telecommunication services of MFS. MFS' telecommaiions services operating expenses increasedtbrilion from $88 million in

1994. The increase relates in part to the aconisitof Centex, RealCom and Cylix in 1994. In additioperating expenses increased due to
expansion activities of MFS Intelenet, MFS Dataared MFS International and costs associated with aredvexpanded networks. MFS
expects to incur additional significant expenseaexing its integrated, single- source telecommuiuina services, high-speed data
communications and international services througta5.

Third-party revenue from services offered by MF&Wwork integration services segment, increase®8rillion from $27 million in 1994.
The increase relates primarily to two projects.videk systems integration services operating expemsgeased at approximately the same
rate as revenues producing a small loss from dpesain both periods.

Income Taxes

The effective income tax rate for the quarter entlate 30, 1995 differs from the statutory rate5$63due primarily to net operating loss
limitations on losses generated by MFS.

Financial Condition - June 30, 1995 vs. December 31994

The Group's working capital, exclusive of MFS, gesed $26 million or 4% during the first six montid995. The increase was mainly due
to cash flows from operations, including the reteiithe Whitney settlement of $135 million, andlegrovided by financing activities being
partially offset by cash used in investing actesti

Investing activities include $36 million of capikpenditures and $168 million of investments. Hvestments include C-TEC's $84 million
outlay for 40% of Megacable, and $38 million outfay Twin County, KDG's $29 million purchase of CECstock, $8 million outlay for a
19% interest in a healthcare software developmemipany and an additional $6 million investment ihalippine power project.

Financing sources for the six months include $5lianiof stock conversions and sales, $14 milliéiorrowings for the construction
financing of a privately owned toll road and $17liom of C-TEC borrowings on the Cable Group's feirgy credit agreement. Financing
uses consisted of C-TEC's $6 million outlay for plagment of long-term debt, $3 million of paymeaisstockholders' notes and $2 million
for stock repurchases.

In 1995, the Group received the final payment (8@8on) for the sale of certain discontinued pagiey operations.

In addition to the C-TEC activities described beltlne Group anticipates making significant (oved $illion in 1995) investments in its
energy businesses - including its joint ventureeagrent with CECI covering international power pcogevelopment activities - and
searching for opportunities to acquire capitalrstee businesses which provide for long-term grov@tther long-term liquidity uses include
payment of income taxes and repurchasing the Ggatiptk. The Group's current financial conditiod Borrowing capacity should be
sufficient for future operating and investing aittes. In the event of an MFS spin, the Group neeive additional funds related to stock
conversions from the C Group.

C-TEC intends to utilize its available cash andbewng credit balances to fund operating activiti@sance the pending acquisition of Buffalo
Valley, and to develop full service networks.

See the "Other Matters" note to the condensed dinhatatements with respect to the MFS -off.



ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egdinne 30, 1995 and is qualified in
its entirety by reference to such financial statetsie

MULTIPLIER: 1,000,000

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 30 199
PERIOD END JUN 30 199
CASH 434
SECURITIES 52¢
RECEIVABLES 32C
ALLOWANCES 9
INVENTORY 0
CURRENT ASSET 1,56¢
PP&E 1,29¢
DEPRECIATION 665
TOTAL ASSETS 3,58¢
CURRENT LIABILITIES 58¢
BONDS 37¢
COMMON 2
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 1,84(
TOTAL LIABILITY AND EQUITY 3,58¢
SALES 1,09¢
TOTAL REVENUES 1,26(
CGS 97¢€
TOTAL COSTS 1,07¢
OTHER EXPENSE! 10¢€
LOSS PROVISION 0
INTEREST EXPENSE 24
INCOME PRETAX 16€
INCOME TAX 89
INCOME CONTINUING 71
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 71
EPS PRIMARY $2.441
EPS DILUTED $2.44%

1$2.44 represents Class C Stock earnings per sbkags D Stock earnings per share; $
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