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ITEM 1. BUSINESS

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

Peter Kiewit Sons', Inc.

Kiewit Construction Group Inc.
Construction Operations
Materials Operations

Kiewit Diversified Group Inc.
PKS Information Services, Inc.
Kiewit Energy Group Inc.

Kiewit Coal Properties Inc.
CalEnergy Company, Inc.(30%)
International Energy

C-TEC Corporation (62%)
Infrastructure Projects

The Company has two principal classes of commarkstolass C Construction & Mining Group stock arldss D Diversified Group stock.
The value of Class C stock is linked to the Com{maognstruction and materials operations. The vafu@ass D stock is linked to the
operations of Kiewit Diversified Group, under tieerhs of the Company's charter (see Item 5 beloW)Class C shares and most Class D
shares are owned by current employees of the Coynpanost all of the remaining Class D shares areeaa by former employees and fan
members. The Company was incorporated in Delawat®41 to continue a construction business foutné&maha, Nebraska in 1884. The
Company entered the coal mining business in 19d3lentelecommunications business in 1988. In 18@5Company distributed to its Cl:
D stockholders all its shares of MFS Communicatiénspany, Inc. ("MFS") (which later merged into Wd@om Inc.). Through
subsidiaries, the Company owns 62% of the votingksbf another telecommunications company, C-TE@@ation ("C-TEC"), and now
owns 30% of the voting stock of CalEnergy Compdng, ("CalEnergy"). C-TEC and CalEnergy are puplithded companies and more
detailed information about each of them is contdiimetheir separate Forms 10-K.

The Company also files as exhibits to this FornKlGinancial Statements and Other Information facteof the Construction & Mining
Group (Exhibit 99.A) and Diversified Group (Exhil®®.B). These exhibits generally follow the forrmdForm 10-K and consist of separate
financial statements for each Group and excerptéhar information from this Form 10-K pertainirgggach Group.

The Company reports financial information aboutrfousiness segments: construction, coal mining,gyngeneration and distribution, and
telecommunications. Additional financial informatiabout these segments, including revenue, opgraéimings, equity earnings, identifie
assets, capital expenditures, and depreciationetitep and amortization, as well as foreign operaiinformation, is contained in Note 3 to
the Company's consolidated financial stateme



KIEWIT CONSTRUCTION GROUP
CONSTRUCTION OPERATIONS

The construction business is conducted by operatibgidiaries of Kiewit Construction Group Inc. l{ectively, "KCG"). KCG and its joint
ventures perform construction services for a bmaade of public and private customers primarilyhie United States and Canada. New
contract awards during 1996 were distributed antbedollowing construction markets:

transportation (including highways, bridges, aitpprailroads, and mass transit) -- 45%, dams asérvoirs -- 17%, commercial buildings --
16%, sewage and waste disposal -- 12%, power, twaling - 4%, water supply -- 2%, and mining --.2%

As a general contractor, KCG is responsible foraberall direction and management of constructimjgets and for completion of each
contract in accordance with terms, plans, and fipations. KCG plans and schedules the projects;yres materials, hires workers as
needed, and awards subcontracts. KCG generallyresquerformance and payment bonds or other assesari operational capability and
financial capacity from its subcontractors.

Contract Types. KCG's public contracts generaltyjate for the payment of a fixed price for the woetformed. Profit is realized on the
difference between the contract price and the &ctast of construction, and the contractor beaesrigk that it may not be able to perform all
the work for the specified amount. Constructiontcacts generally provide for progress payments @& completed, with a retainage to be
paid when performance is substantially completss@oction contracts frequently contain penaltiebguidated damages for late complet
and infrequently provide bonuses for early completKCG's private contracts are of three typegdigrice, guaranteed maximum, and cost
plus. Under a "guaranteed maximum" contract, th@ractor and owner share in savings if costs a®tlean the maximum price. Under a
"cost plus" contract, the contractor is reimburi@dts costs and also receives a flat fee or @fesed on a percentage of its costs.

Government Contracts. Public contracts accounte@d3®6 of the combined prices of contracts awardedd@G during 1996. Most of these
contracts were awarded by government and qg@agernment units under fixed price contracts aftenpetitive bidding. Most public contra
are subject to termination at the election of theegnment. In the event of termination, the contmais entitled to receive the contract price
completed work and payment of termination relatest

Backlog. At the end of 1996, KCG had backlog (apéted revenue from uncompleted contracts) of $#li®n, an increase from $2.0 billion
at the end of 1995. Of current backlog, $700 milli® not expected to be completed during 1997 9861KCG was low bidder on 284 jobs
with total contract prices of $1.8 billion, an azge price of $6.4 million per job. There were 1% neojects with contract prices over $25
million, accounting for 45% of the successful balume.

Competition. A contractor's competitive positiorbesed primarily on its prices for constructionvésss and its reputation for quality,
timeliness, experience, and financial strength. ddrestruction industry is highly competitive andKa firms with dominant market power. In
1996 Engineering News Record, a construction tpadication, ranked KCG as the 9th largest U.Stremor in terms of 1995 revenue and
11th largest in terms of 1995 new contract awdtdanked KCG 1st in the transportation market astin the heavy construction category,
in terms of 1995 revenue. The U.S. Department ah@erce reports that the total value of construgbionhin place in 1996 was $569 billion.
KCG's U.S. revenues for the same period were $fi6nh or 0.4% of the total domestic market.

Joint Ventures. KCG enters into joint venturesffiently allocate expertise and resources amdwmgventurers and to spread risks assoc
with particular projects. In most joint ventureispme venturer is financially unable to bear itarghof expenses, the other venturers may be
required to pay those costs. KCG prefers to atit@sponsor of its joint ventures. The sponsor gdlyeprovides the project manager, the
majority of venturer-provided personnel, and actimgnand other administrative support services. jbi@ venture generally reimburses the
sponsor for such personnel and services on a gdtbasis. The sponsor is generally allocatedjaritysof the venture's profits and losses
and usually has a controlling vote in joint ventdeeision making. In 1996 KCG derived 75% of itejorenture revenue from sponsored j
ventures and 25% from non-sponsored joint ventl€$5's share of joint venture revenue accounte®@®36 of its 1996 total revenue.

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

Locations. KCG structures its construction operetiaround 19 principal operating offices locatedulghout the U.S. and Canada, with
headquarters in Omaha, Nebraska. Through its detieetl system of management, KCG has been algjeittily respond to changes in the
local markets. At the end of 1996, KCG had curpnfects in 32 states and 6 provinces. KCG alstigigites in the construction of
geothermal power plants in the Philippines and hasia.

Properties. KCG has 19 district offices, of whi¢hate in owned facilities and 4 are leased. KCGameases numerous shops, equipment
yards, storage facilities, warehouses, and corgirumaterial quarries. Since construction projectsinherently temporary and locat-
specific, KCG owns approximately 800 portable afficshops, and transport trailers. KCG has a kegggment fleet, including

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

MATERIALS OPERATIONS



Several KCG subsidiaries, primarily in Arizona adcegon, produce construction materials, includeady-mix concrete, asphalt, sand and
gravel. KCG also has quarrying operations in Newigle and Wyoming, which produce landscaping mateaad railroad ballast.

KIEWIT DIVERSIFIED GROUP
COAL MINING

KDG is engaged in coal mining through its subsigdi®&CP. KCP has a 50% interest in three mines, whie operated by KCP. Decker Coal
Company ("Decker") is a joint venture with West&timerals, Inc., a subsidiary of The RTZ CorporatRIrC. Black Butte Coal Company
("Black Butte") is a joint venture with Bitter Cle€oal Company, a subsidiary of Union Pacific Reses Group Inc. Walnut Creek Mining
Company ("Walnut Creek") is a general partnership ®whillips Coal Company, a subsidiary of Phillipstroleum Company. The Decker
Mine is located in southeastern Montana, the BBugtte Mine is in southwestern Wyoming, and the Waldreek Mine is in east-central
Texas.

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

Customers. The coal is sold primarily to electtitities, which burn coal in order to produce stegmgenerate electricity. Approximately 9:
of sales are made under long-term contracts, andethainder are made on the spot market. Approgign&80%, 80%, and 71% of KCP's
revenues in 1996, 1995, and 1994, respectivelye werived from long-term contracts with Commonwe&tison Company (with Decker
and Black Butte) and The Detroit Edison CompanyhMecker). The primary customer of Walnut Creethies Texas-New Mexico Power
Company.

Contracts. Customers enter into long-term contrfactsoal primarily to secure a reliable sourcesgpply at a predictable price. KCP's major
long-term contracts have remaining terms rangiomfi to 31 years. A majority of KCP's long-term trants provide for periodic price
adjustments. The price is typically adjusted thiotlie use of various indices for items such as nadde supplies, and labor. Other portion:
the price are adjusted for changes in productigegaroyalties, and changes in cost due to newsl&gin or regulation, and in most cases,
such cost items are directly passed through taulstomer as incurred. In most cases the pricesésadjusted based on the heating content of
the coal.

Decker has a sales contract with Detroit Edison @amy which provides for the delivery of a minimuf4@ million tons of low sulphur coal
during the period 1997 through 2005, with annugbrslents ranging from 5.2 million tons in 1997 t@ million tons in 2005.

KCP and its mining ventures have entered into warigreements with Commonwealth Edison Companynfi@onwealth") which stipulate
delivery and payment terms for the sale of coak @agreements as amended provide for delivery oiidi@dn tons during the period 1997
through 2014, with annual shipments ranging froérillion tons to 13.1 million tons. These delivesiinclude 20 million tons of coal
reserves previously sold to Commonwealth. Since818% amended contract between Commonwealth saak Butte provides that
Commonwealth's delivery commitments will be sagidfinot with coal produced from the Black Butte epibut with coal purchased from
three unaffiliated mines in the Powder River BadfilWyoming. The contract amendment allows Blackt8tb purchase alternate source coal
at a price below its production costs, and to plasost savings through to Commonwealth while ta@iimg the profit margins available
under the original contract.

The contract between Walnut Creek and Texas-Newidddxower Company provides for delivery of betwd@rand 90 million tons of coal
during the period 1989 through 2027. The actuad fmovided will depend on the number of power uoitsstructed and operated by TNP.
The maximum amount KCP is expecting to ship in amg year is between 1.6 and 3.2 million tons.

KCP also has other sales commitments, includingehwuith Sierra Pacific, Idaho Power, Solvay Mingr&lacific Power & Light, Minnesota
Power, and Mississippi Power, that provide fordiegvery of approximately 18 million tons througB(5.

Coal Production. Coal production began at the Dedack Butte, and Walnut Creek mines in 1972,9,%hd 1989, respectively. KCP's
share of coal mined in 1996 at the Decker, BlackéBand Walnut Creek mines was 5.5, 0.9, and 1lllomtons, respectively.

Revenue. KCP's total revenue in 1996 was $234anillRevenue attributable to the Decker, Black Butel Walnut Creek entities was $113
million, $101 million, and $18 million, respectiyel

Under a 1992 mine management agreement, KCP pég<Gasubsidiary an annual fee equal to 30% of K@Bjasted operating income. The
fee in 1996 was $37 million.

Backlog. At the end of 1996, the backlog of codb¢osold under KCP's lo-term contracts was approximately $1.6 billion, lobse



December 1996 market prices. Of this amount, $2l&mis expected to be sold in 1997.

Reserves. At the end of 1996, KCP's share of asdigoal reserves at Decker, Black Butte, and Walneek was 118, 40, and 32 million
tons, respectively. Of these amounts, KCP's sHaiteeacommitted reserves of Decker, Black Buttel Walnut Creek was 51.9, 3.6, and 23.8
million tons, respectively. Assigned reserves repne coal which can be mined using KCP's currentngipractices. Committed reserves
(excluding alternate source coal) represent KCRsimmum contractual amounts. These coal reserveatgs represent total proved and
probable reserves.

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

Competition. The coal industry is highly compe&tilKCP competes not only with other domestic ameifm coal suppliers, some of whom
are larger and have greater capital resourcesktitdh but also with alternative methods of genetpélectricity and alternative energy
sources. In 1995, KCP's production represented bfdttal U.S. coal production. Demand for KCP'alds affected by economic, political
and regulatory factors. For example, recent "ckadhlaws may stimulate demand for low sulphur c#&P's western coal reserves generally
have a low sulphur content (less than one pereantjare currently useful principally as fuel foatéred steam-electric generating units.

KCP's sales of its western coal, like sales byratfestern coal producers, typically provide forigely to customers at the mine. A signific
portion of the customer's delivered cost of coatigbutable to transportation costs. Most ofdbhal sold from KCP's western mines is
currently shipped by rail to utilities outside Man and Wyoming. The Decker and Black Butte mimesach served by a single railroad.
Many of their western coal competitors are serveti railroads and such competitors' customemsnafienefit from lower transportation
costs because of competition between railroadsdal hauling business. Other western coal produparsicularly those in the Powder River
Basin of Wyoming, have lower stripping ratios (tlge amount of overburden that must be removeddpgstion to the amount of minable
coal) than the Black Butte and Decker mines, ofe=ulting in lower comparative costs of productids.a result, KCP's production costs per
ton of coal at the Black Butte and Decker mineskaas much as four and five times greater thadystion costs of certain competitors.
KCP's production cost disadvantage has contribiatétd agreement to amend its lorigem contract with Commonwealth Edison Compan
provide for delivery of coal from alternate sournmes rather than from Black Butte. Because ofdlest disadvantages, KCP does not
expect that it will be able to enter into long-tecoal purchase contracts for Black Butte and Depkeduction as the current long-term
contracts expire. In addition, these cost disachgag may adversely affect KCP's ability to compatapot sales in the future.

Environmental Regulation. The Company is requicedamply with various federal, state and local lamg regulations concerning proteci

of the environment. KCP's share of land reclamagigpenses in 1996 was $5 million. KCP's share ofued estimated reclamation costs was
$99 million at the end of 1996. The Company dodsrpect to make significant capital expenditu@sehvironmental compliance in 1997.
The Company believes its compliance with environtagorotection and land restoration laws will ntieat its competitive position since its
competitors in the mining industry are similarlyemted by such laws.

CALENERGY COMPANY, INC.

CalEnergy develops, owns, and operates electrieppwoduction facilities, particularly those usiggothermal resources, in the United
States, the Philippines, and Indonesia. In Decerh®®6, CalEnergy and KDG acquired Northern Eleqili; an English electric utility
company. CalEnergy is a Delaware corporation formel®71 and has its headquarters in Omaha, Nedbr&HkEnergy common stock is
traded on the New York, Pacific, and London StogkHlanges. In 1996, CalEnergy had revenue of $5f®mand net income of $92
million. At the end of 1996, CalEnergy had totadets of $5.7 billion, debt of $3.0 billion, andcibolders' equity of $881 million.

Kiewit's Share. At the end of 1996, KDG owned apprately 30% of the common stock of CalEnergy. Urgienerally accepted accounting
principles, an investor owning between 20% and ®®% company's equity, generally uses the equitthate Under the equity method, KC
reports its proportionate share of CalEnergy'siegsn even though it has received no dividends f@atEnergy. KDG keeps track of the
carrying value of its CalEnergy investment. "Camgyvalue" is the purchase price of the investmgos the investor's proportionate share of
the investee's earnings, less the amortized poofigoodwill, less any dividends paid. KDG purchésgost of its CalEnergy shares at a
premium over the book value of CalEnergy's undegyiet assets. This premium will be amortized @vperiod of 20 years. The current
carrying value of KDG's CalEnergy shares is $29%ani KDG owns 19.2 million CalEnergy common st&rehich had a market value of
$644 million, based on the 1996 year- end pric83¥.50 per share on the New York Stock Exchange.

During 1996, KDG converted $66 million of CalEnemgbentures into 3.6 million CalEnergy shares amrdhmsed 4.8 million shares for $53
million (by exercising 1.5 million options at $9rhare and 3.3 million options at $12 per sha¢®)G retains one million options to
purchase CalEnergy stock at $11.625 per shareeTd®ons expire in 2001.

Acquisitions. In the last two years, CalEnergy male three significant acquisitions, in additionhte recent $1.3 billion acquisition of
Northern Electric plc (described below). In Janub®95, CalEnergy acquired Magma Power Company (&, a publicl-traded United
States independent power producer, for approxinm&@58 million. The Magma acquisition, combined@alEnergy's previously existing
assets, made CalEnergy the largest independeriiayawl! power producer in the world today (base€aliEnergy's estimate of electric
generating capacity in operation and under contstmic In April 1996, CalEnergy completed the buyt-for approximately $70 million of its
partner's interests in four electric generatingnidan Southern California. In August 1996, CalEyeacquired Falcon Seaboard Resources,
Inc. for approximately $226 million, thereby acdudr significant ownership in three natural gasdirdectric cogeneration facilities located in
New York, Texas and Pennsylvania and a relatedrgasmission pipeline



Power Generation Projects. Power generation fizsilire measured in terms of megawatts (MW) oélesttric generating capacity. Most of
CalEnergy's facilities are amaned and CalEnergy's fractional ownership intecastbe expressed in terms of MWs. CalEnergy haiegs ir
three stages:

operational (and managed by CalEnergy), under naetiin (and financed), and developmental (withoeked and awarded power sales
contracts). CalEnergy owns (I) 1,309 MW in 20 opiecafacilities with 3,201 MW of capacity, (i) 31IMW in 5 projects under construction,
with 564 MW of capacity, and (iii)) 573 MW in 6 ddepment stage projects, with 1,260 MW of capadpG has a separate ownership
interest in some of the international projects. Kbfns (i) 87 MW in the projects in operation, i§9 MW in the projects under constructi
and (iii) 458 MW in the Indonesian development stagojects.

Operations -- U.S. Geothermal Plants. Most of Calfy's operating revenues come from geothermal pplaats in Southern California,
three in the Coso area and eight in the ImperidleyaCalEnergy has ownership interests of 46%, 4886l 50% in the three Coso plants.
Following the 1996 acquisition of the remaining 50%erests in four Imperial Valley projects for $illlion, CalEnergy is now the full
owner of the eight Imperial Valley projects. Op@as of the Salton Sea Unit IV in the Imperial \égllbegan in 1996, following completion
of construction.

These twelve geothermal plants have certain comfeatnres. CalEnergy is the operator of each pkath plant has a long- term contract to
supply electric power to Southern California Edi€ompany ("Edison”). The agreements provide fohlmatpacity payments and energy
payments for a term of between 20 and 30 yearsnBtine first ten years, energy payments are basetpre-set schedule. Thereafter, while
the basis for the capacity payment remains the sdraeequired energy is Edison's then-currentipibtl "avoided cost of energy" as
determined by the California Public Utility Comniims. The initial tenyear periods expire beginning in 1996 for the firlsint and in 2000 f
the last plant. CalEnergy cannot predict the likelyel of Edison's avoided cost of energy pricethatexpiration of the fixeg¥fice periods, bl

it is currently substantially below the current egyeprices under CalEnergy's contracts. For 1996titne period-weighted average of
Edison's avoided cost of energy was 2.5 cents\Mr, lcompared to CalEnergy's comparable sellingegioc energy of 11.3 cents per kWh.
Thus, the revenue generated by each of CalEndapjfties is likely to decline significantly aftéhe expiration of the fixed-price period.

CalEnergy also owns and operates two geothermahtipg plants, one each in Utah and Nevada.

Operations -- U.S. Gas-Fired Plants. In August 188fEnergy completed the acquisition of Falcon $aath Resources, Inc., including its

ownership interest in three operating gas- firegket@ration plants located in New York, Texas anthBglvania and a related natural gas

pipeline, also located in New York, for a cash pase price of $226 million. The three cogenerafémilities total 520 MW in capacity and
sell power under long-term power purchase agreesn@aiEnergy also owns and operates a 50 MW geg-iogeneration facility in Yuma,
Arizona.

Operations -- Philippines Geothermal.
Upper Mahiao.

Construction of the Upper Mahiao Project was coneplén June 1996. The project operating compamngdsiving full capacity payments
under the "take or pay" provisions of the contgarding completion by the national power compang fifll transmission line. The plant is
presently delivering up to 40 MW over interim tremssion lines.

In 1994, construction began on the Upper Mahiageletoa 119 gross MW geothermal project on theiftiile island of Leyte. The project
was built by and is owned and operated by CE Cedntl@rmal Power Company, Inc. ("CE Cebu"), a Ppitip corporation owned by
CalEnergy. The project will sell 100% of its capggan a "take-or-pay" basis to PNOC-Energy DeveleptifCorporation ("PNOC"), which
will in turn sell the power to the National Poweororation of the Philippines ("NPC"), for distriimn to the island of Cebu, located 40 m
west of Leyte. NPC is the government-owned androtiatl corporation that is the primary supplieretdctricity in the Philippines. The
project was started by Magma, prior to its acquisiby CalEnergy. KDG has no separate ownershgrast in this project and KCG was not
involved in construction.

The total project cost was $218 million. A consariiof international banks provided approximatelg&illion in project-financed
construction loans, supported by political riskurece from the Export-Import Bank of the Unitedt®¢ ("Ex- Im Bank"). The construction
loan is expected to be converted to a term loamptly after NPC completes the full capacity transsion line, which is expected to occur in
1997. The largest portion of the term loan forphaect will also be provided by Bxa Bank. CalEnergy's equity contribution to thejpob is
$56 million. Subject to the pledge of the projemtnpany's stock to the lenders, CalEnergy has aechfag political risk insurance of its equ
investment through Overseas Private Investment&ation ("OPIC"). The financing is collateralizey &ll the assets of the project.

Under the terms of an energy conversion agreenttemt'ECA"), executed in September 1993, CE Cebliomih and operate the project for
ten years, after which the facility will be transtel to PNOC at no cost. The project is locatethad provided by PNOC at no cost. CE Cebu
will take geothermal steam and fluid, also provitlgd®NOC at no cost, and convert its thermal enargyelectrical energy to be sold to
PNOC on a "take-or-pay" basis. Specifically, PNOK e obligated to pay for the electric capac#yen if PNOC is unable to accept
delivery of the electricity. PNOC will pay to CE Rea capacity fee (which, at the plant's desigraciyp, is approximately 95% of total
contract revenues) and an energy fee based orettieiaty actually delivered to PNOC (approximat&% of total contract revenues). The
capacity fee serves to recover the capital costiseoproject, to recover fixed operating costs, #ncbver return on investment. The energy
fee is designed to cover all variable operating maghtenance costs of the power plant. Paymentsrithd ECA will be denominated in U.S.
dollars, or computed in U.S. dollars and paid ifdiphine pesos at the th-current exchange rate, except for the energy faghwill be



used to pay Philippine peso-denominated expenggsfi§ant portions of the fees will be indexedUWdS. and Philippine inflation rates.
PNOC's obligations are supported by the Philipgioeernment through a performance undertaking.

Malitbog.

In 1994, CalEnergy started construction of the Malj Project, a 216 net MW geothermal project csiirg] of three 72 net MW units, loca
on the island of Leyte. The project is being buaifltid will be owned and operated by Visayas GeotakRawer Company ("VGPC"), which
wholly owned by CalEnergy. Unit | of the Malitbogdility was "deemed complete" by PNOC in July 198@aning that construction of the
first 72 net MW unit was completed on time but tbguired transmission line was not completed andiged to VGPC. During deemed
completion, PNOC is required to pay, and in fact been paying, capacity fees under the "take of payisions of the contract. VGPC is
selling 100% of its capacity on substantially theng basis as described above for the Upper Mahi@ed®to PNOC, which will in turn sell
the power to NPC. This project was started by Magmniar to its acquisition by CalEnergy. KDG hasseparate ownership interest in this
project and KCG has not participated in construrctio

The Malitbog Project has a total project cost giragimately $280 million, including interest duriegnstruction and project contingency
costs. A consortium of international banks and ORé€e provided a total of $210 million of constrantand term loan facilities, the $135
million international bank portion of which is sugped by political risk insurance from OPIC. CalExgs equity contribution to VGPC was
$70 million. CalEnergy's equity participation isveoed by political risk insurance from OPIC.

Units Il and Il of the Malitbog Project are beingnstructed by Sumitomo Corporation, of Japan,yamtsto a fixed-price, date- certain,
turnkey supply and construction contract. Commémngaration of Units Il and 11l are scheduled torocoence in July 1997. The Malitbog
ECA is similar to the Upper Mahiao ECA describedwh All facilities (Units I, Il, and I11) will beransferred to PNOC ten years after
commercial operations begin on Unit IIl.

Operations -- England. See discussion under hedtfiteynational Energy -- Northern Electric Acquiish" below.

Construction -- Philippines and Indonesia. Seeutision of the Mahanagdong, Casecnan, and Dienggbsajinder the heading "International
Energy" below.

Geothermal power production process. Until 199@aat all of CalEnergy's projects were geothermajgats. The following is a summary of
the geothermal power production process. Firstdtheloper locates suitable geothermal resourciis, tést wells, secures permits,
negotiates long-term power contracts with an eleditility, and arranges financing. Second, thggubis constructed. Third, the facility is
operated and maintained. Project revenues fromdleeof electricity are applied to operating cosst or royalties, and principal and interest
payments on debt incurred for acquisition and coebn costs. Geothermal resources suitable fomgercial extraction require an
underground water reservoir heated to high temperat Production wells are drilled to release thatéd fluid under high pressure. Wells are
usually located within one or two miles of the powtant. From well heads, fluid flows through piipeks to a series of separators where it is
separated into water, brine, and steam. The steg@sised through a turbine which drives a genet@igenerate electricity. Once the steam
has passed through the turbine, it is then coateldcandensed back into water which is reinjectedutph wells back into the geothermal
reservoir. Under proper conditions, the geotheoaler is a renewable energy source, with minimassions compared to fossil fuel power
plants. The utilization of geothermal power is preéd by certain governments in order to minimieeimport

(e.g., the Philippines), or maximize the expony(elndonesia)

of hydrocarbons. Geothermal power facilities prédgesnjoy federal tax benefits and favorable utiliegulatory treatment in the United Sta

INTERNATIONAL ENERGY

KDG is an investor with CalEnergy in power projeictshe Philippines and Indonesia and in an electtility company in England. In each
case, KDG has a direct equity interest and alsefitsrindirectly as a 30% stockholder in CalEnergy.

KDG and CalEnergy have a joint venture agreemegdrding international energy projects. If both K CalEnergy agree to participati
a project, they will share equally development s@std equity required for financing the project. @project by project basis, CalEnergy will
be the development manager, managing partner ap@ct operator. The agreement expires in 2001.

Mahanagdong.

In 1994 construction began on the Mahanagdong &r@el65 gross MW geothermal project on the Bpitip island of Leyte. The project
will be built, owned and operated by CE Luzon Geatial Power Company, Inc. ("CE Luzon"), a Philigpgorporation that during
construction is owned 50% by CalEnergy and 50% BYsKAfter construction, another industrial compér@g an option to buy up to a 10%
financial interest in CE Luzon. The project willlsE00% of its capacity on a "take-pay" basis to PNOC, which will in turn sell the pavio
NPC, for distribution to the island of Ley:

The total project cost is $320 million, includimgerest during construction, project contingencste@and a debt service reserve fund. The
capital structure consists of a project financingstruction and term loan of $240 million providedOPIC, Extim Bank, and a consortium
international banks, and approximately $80 milliorequity contributions. KDG and CalEnergy must makjuity contributions of $40 millic
each. KDG and CalEnergy have arranged for politislinsurance on their equity investments thro@gHC. Political risk insurance fro



Ex- Im Bank has been obtained for the commerciadées. The financing is collateralized by all of tissets of the project. The project is
being constructed by KCG under fixed-price, dastain, turnkey supply and construction contra€tampletion of construction is expected
during 1997.

The terms of an energy conversion agreement (tB&\"Eare substantially similar to those of the Uppahiao ECA, described above. The
ECA provides for an approximately three-year cargton period and a ten-year operations periodhétend of the operations period, the
facility will be transferred to PNOC at no costl Af PNOC's obligations under the Mahanagdong E@Asapported by the Philippine
government through a performance undertaking. Bipacity fees are expected to be approximately 9f7tdta revenues at the design
capacity levels and the energy fees are expected &pproximately 3% of total revenues.

Casecnan.

In November 1995, CE Casecnan Water and Energy @oympnc., a Philippine corporation ("CE Casecnatdyted construction on a
combined irrigation and 150 gross MW hydroelegdever generation project (the "Casecnan Projectatkd in the central part of the
Philippine island of Luzon. The project will incledliversion structures in the Casecnan and DeniprRihat will divert water into a 14 mile
long tunnel. The tunnel will transfer the watemfréthe Casecnan and Denip Rivers into the PantabaRgservoir for irrigation and
hydroelectric use in the Central Luzon area. Anangtbund powerhouse at the end of the water tumitidhouse a power plant with 150 MW
capacity. A two mile long tailrace tunnel will dedir water from the water tunnel and the new poweshdo the Pantabangan Reservoir.

The project is being developed under a projecteagemt between CE Casecnan and the National lwigd&tdministration ("NIA").

CalEnergy and KDG have minimum and maximum ownersiterests in CE Casecnan of 35% to 50% each.dther shareholders, who

have no financial commitments and will not partitgin construction or operations, may receiver@sts of as much as 15% each, depending
on projected returns from the project.

The total project cost is $495 million, funded nbs issued by CE Casecnan of $371 million andegontributions of $62 million each
from KDG and CalEnergy. KDG also holds $20 millioitthe project bonds. Under the project agreent@BtCasecnan developed, financed,
and is constructing the project over an originakl§imated four-year construction period, and adireafter own and operate the project for a
20-year operations period. During the operatindgogeNIA is obligated to accept all deliveries oter and energy, and NIA will pay the CE
Casecnan a guaranteed fee for the delivery of veaigra guaranteed fee for the delivery of eletyricegardless of the amount of water or
electricity actually delivered. In addition, NIA lpay a fee for all electricity delivered in exsesf a threshold amount. NIA will sell the
electric energy it purchases to NPC. All fees teaigl by NIA to CE Casecnan are payable in U.Sadnl The guaranteed fees for the
delivery of water and energy are expected to pmwaigproximately 70% of CE Casecnan's revenuesie®end of the 20-year period, the
project will be transferred to NIA and NPC for ndd&ional consideration on an "as is" basis. Thiiffiine government has provided a
performance undertaking under which NIA's obligasiainder the project agreement are guaranteecelylttiaith and credit of the
Philippine government.

The Casecnan project is being constructed on &aoith several basis by Hanbo Corporation and Ha&migpneering & Construction Co. Ltd.
("HECC"), (together "Contractor") both of which éBeuth Korean corporations and are under commoreshiip and control. The
contractors' obligations under the constructionaa are guaranteed by Hanbo Iron & Steel Comphtdy,("Hanbo Steel"), a large South
Korean steel company. In addition, the contractablggations are secured by an unconditional, ooable, standby letter of credit issued by
Korea First Bank ("KFB") in the approximate amooht118 million. In January 1997, Hanbo CorporatidiECC and Hanbo Steel each fi
to seek bankruptcy protection in Korea. KFB's dredting has been downgraded because of the stib$taans it has made to Hanbo Steel.
Casecnan has recently received confirmation fror@8Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassurance that it will remain able to perfoutiyfits obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlltheinor its obligations under the letter of crediasecnan is presently reviewing its rig
obligations and potential remedies in respect efréitent developments regarding the ContractoK&iiand is presently unable to speculate
as to the ultimate effect of such developmentshenGasecnan project.

If the Contractor were to materially fail to penfoits obligations under the contract and if KFB &va fail to honor its obligations under the
letter of credit, such actions could have a matedaerse effect on the Casecnan project. Howdased on information currently available,
KDG does not believe its investment is impaired.

Dieng.

In December 1994, Himpurnia California Energy LttHCE") executed a joint operation contract (th@CJY) for the development of the
geothermal steam field and geothermal power fagsliat the Dieng geothermal field, located in Caniava (the "Dieng Project") with
Pertamina, the Indonesian national oil company,exgtuted a "take-or-pay" energy sales contraet"@sC") with both Pertamina and PLN,
the Indonesian national electric utility. HCE amdiadonesian partner formed a joint venture to tigvéhe Dieng Project. CalEnergy, KDG,
and the Indonesian partner have 47%, 47%, and &XeBts, respectively, in the Dieng Project.

Pursuant to the JOC and ESC, Pertamina has grank4@E the geothermal field and wells and otheilifaes presently located thereon and
the HCE will build, own, and operate the productimits. HCE will accept the field operation respbilisy for developing and supplying the
geothermal steam and fluids required to operatpldngs. The JOC is structured as a build-own-sfemagreement and will expire (subject to
extension by mutual agreement) on the date whitteigater of (i) 42 years following effectivenaxdshe JOC and (ii) 30 years following t



start of commercial generation of the final unitgaeted. Upon the expiration of the JOC, all faieii will be transferred to Pertamina at no
cost. HCE is required to pay Pertamina a produaltmwance equal to three percent of HCE's netaijpey income from the Dieng Project,
plus a further amount based upon the negotiatat\af existing Pertamina geothermal productionlifaas that are expected to be made
available by Pertamina.

Pursuant to the ESC, PLN agreed to purchase antbpalil of the project's capacity and energy otitpua "take-or-pay" basis regardless of
PLN's ability to accept such energy made avail&iole the Dieng Project for a term equal to thathef JOC. The price paid for electricity
includes a base energy price for electricity ttentd deliver or are "capable of delivering," whioheis greater. Energy price payments are
also subject to adjustment for inflation. PLN velso pay a capacity payment based on plant capaditguch payments are payable in U.S.
dollars.

Construction by KCG and CalEnergy of an initial 8V unit began in 1996 and completion is schedutedéte 1997. The total project cost
of Dieng Unit | is $160 million, including equityoatributed by KDG and CalEnergy of $20 million ea€wnstruction loan financing of $120
million was closed in October 1996; $86 millionMicCredit Suisse and $34 million by an entity owegdally by KDG and CalEnergy. Of
the latter amount, KDG and CalEnergy furnished $iian each in 1996 and expect to furnish additiciiads in 1997. The Dieng field has
been explored domestically for over 20 years an@&@agy has been active in the area for more thanykears. Pertamina has drilled a total
of 27 wells to date. CalEnergy has a significanbant of data, which it believes to be reliable@the production capacity of the field.
However, a number of significant steps, both finalhand operational, must be completed before tiemdProject can proceed further. These
steps, none of which can be assured, include caimglihe drilling of wells and the constructingtbg plant for Dieng Unit | and obtaining
required regulatory permits and approvals, compdetihe well testing, entering into a constructigne@ment and other project contracts, and
arranging financing for the other units at Dieng. td three additional units at Dieng are plannedwhich KDG has incurred $16 million in
development costs. It is anticipated that moshefdapital needed to construct and operate thegiesjects and the development stage
projects described below will be raised by profatanced debt, i.e. the loans will be repaid frawenues generated by the output of the
plants.

Development Stage Projects.

Patuha. CalEnergy and KDG are co-developing a geotél power plant at the Patuha geothermal fielthira, Indonesia. They intend to
proceed on a modular basis similar to the Diengeetowith an aggregate capacity of up to 400 M\We Total cost is estimated to be $1
billion. The Patuha Project remains subject to mer of significant uncertainties, as describedvalin connection with the Dieng Project,
and there can be no assurance that the Patuh&tRmiljeproceed or reach commercial operation.

Bali. CalEnergy and KDG are co-developing geothémesources on the island of Bali, Indonesia. Timégnd to proceed on a modular basis
similar to the Dieng Project, with an aggregateacaty of up to 400 MW. The total cost of the Balofect is estimated to be $1 billion.
CalEnergy presently intends to begin well testind exploration in early 1997 and expects to commeauanstruction of the first unit in 1998.
CalEnergy presently intends to develop the Baljdtcand other possible projects in Indonesia uaistructure similar to that contemplated
for the Dieng Project. The Bali Project remainsjeabto a number of significant uncertainties, asalibed above for the Dieng Project, and
there can be no assurance that the Bali Projecpmiteed or reach commercial operation. KDG hesadly incurred $17 million in
development costs for the Patuha and Bali projects.

Northern Electric Acquisition.

In the fall of 1996, CalEnergy and KDG took thesfisteps toward expanding their international pdwesinesses beyond the power
generation business through a tender offer foridort Electric plc by CE Electric UK plc, which i8% owned by CalEnergy and 30%
owned by KDG. In December, CE Electric acquiredaritj ownership of Northern Electric. The total aunb expected to be paid for all
Northern Electric's shares is approximately $1.@®b. CE Electric expects to acquire all the #mby the end of March 1997. As of Ma
1997, CalEnergy and KDG have made equity contiiimstto CE Electric of $410 million and $176 milliaespectively. The remaining funds
necessary to complete the acquisition will be pediunder a term loan and revolving credit facility

Northern Electric is one of the twelve regionalotfieity companies created by the privatizatiorihef electricity industry in the Unite
Kingdom in 1990. Since the regional electric conipanvere privatized, all but one has been acquiyecbmpanies, primarily from the
United States, attracted both by the regional Béist business and the strategic opportunity tdipigpate in a deregulated electricity market
in advance of the coming deregulation of the eleitgrdistribution markets in the United States avarldwide. Northern Electric is primarily
engaged in the distribution and supply of eledfyiai its authorized franchise area in northeagjl&mnd. The area covers 5,560 square miles
with a population of 3.2 million people. The hedfice is at Newcastle upon Tyne. For its fiscaliyeaded March 1996, Northern had net
assets of $432 million (pound 276 million) and @pierg revenue of $1.4 billion (pound 902 million).

As noted above, CalEnergy and KDG expect to learohmthrough Northern Electric about deregulatedgrawarkets. Northern Electric
provides expertise in supply, distribution, and keting in such markets. These capabilities may ideCalEnergy and KDG with an early
competitive advantage in preparing for electricigregulation in the United States and foreign ntarkehe acquisition further diversifies
CalEnergy and KDG's energy businesses in termacatibn, type, risks, and earnings streams.

C-TEC CORPORATION

C-TEC is a diversified international telecommunica@nd high technology company with interests @altelephone, lor- distance



telephone, cable television, and engineering anthzenications services. C-TEC is a Pennsylvaniaaratjpn and has its headquarters in
Princeton, New Jersey. C-TEC common stock is tradethe NASDAQ National Market System and the CBi&tock is quoted on
NASDAQ and traded over the counter. In 19¢- TEC had revenue of $367 million, EBITDA (earnifzgfore, interest, taxes, depreciation
and amortization) of $134 million, and net inconi&® million. At year-end 1996, C-TEC had totaletssof $917 million, long-term debt of
$205 million, and common stockholders' equity of $3nillion. The five operating divisions of C-TE@dtheir 1996 revenues are: C-TEC
Cable Systems ($160 million), Commonwealth TeleghGompany ($139 million), Commonwealth Long Dis&(®35 million),
Commonwealth Communications ($29 million), and RGNecom Services ($4 million).

Kiewit's Share. In 1993 KDG purchased a controliimgrest in C-TEC. Through a subsidiary, KDG owi2%b6 of the outstanding shares of C-
TEC common stock and 66% of the C-TEC Class B comstock. Holders of common stock are entitled te wote per share; holders of
Class B stock are entitled to 15 votes per shass khus owns 48% of the outstanding shares, entiied to 62% of the available votes.
Since KDG has voting control, KDG must consolidatd EC within its financial statements. On KDG'sdrale sheet, each asset and liability
of C-TEC is added to the similar items for the ®KDG. The 52% of C-TEC that it does not ownudsacted as a single item ("minority
interest") on KDG's balance sheet. KDG keeps toddke carrying value of its C-TEC investment. "arg value" is the purchase price of
shares plus the investor's proportionate shareeoifvestee's earnings less the amortized porfignadwill less any dividends paid. KDG's
investment in C-TEC has a carrying value of $35Bioni. The 1996 year-end public market value of KB®3.3 million shares of C-TEC (at
$23 5/8 per share of common and Class B stock)$8a5 million.

C-TEC Cable Systems. C-TEC Cable Systems is a teleldsion operator with cable television systéotsted in New York, New Jersey,
Michigan, and Pennsylvania. The company owns ardades cable television systems serving 338,00@mess and is the majority owner
and manager of cable television systems with aitiaddl 40,000 customers, ranking it among the2bpnultiple system operators in the
United States. The company must periodically seakwal of franchise agreements from local govertraethorities. To date, all of Cable
Systems' franchises have been renewed or extegeerekrally at or prior to their stated expirationsl @an acceptable terms. Competition for
the Cable Systems' services traditionally has care providers of broadcast television, video réstand direct broadcast satellite received
on home dishes. Future competition is expected tedephone companies.

Commonwealth Telephone Company. Commonwealth TelepiCompany is a Pennsylvania public utility pravidlocal telephone service

to a 19 county, 5,067 square mile service territofgennsylvania. The telephone company servic60R8 main access lines, an increase of
5.7% over 1995. The company also provides netwotkss, long distance, and billing and collectiawises to interexchange carriers. The
telephone company's business customer base isdiiresize as well as industry, with very littlencentration. The ten largest business
customers combined account for only 2.3% of revenith the largest single customer accounting fuy @bout 0.5%. The telephone
company sought and was granted status as a rlephtsne company with respect to the provisionheffielecommunications Act of 1996.
This status will afford limited protection to therapany's primarily rural customer base from a ragzdsition to local exchange competition.
In January 1997, the Pennsylvania Public Telepl@oremission approved the company's "Petition foerative Regulation and Network
Modernization Plan," which will allow the comparnyrmove from traditional rate of return regulatioret price cap formula in return for a
commitment to network modernization.

Commonwealth Long Distance. Commonwealth Long Distaoperates principally in Pennsylvania. The camggegan operations in 1990
by servicing the local service area of the CommaitheTelephone Company. In 1992 and 1993, salésesffvere opened in other areas of
Pennsylvania. During 1996, the company statewidgfication and is also certified now in 47 statéhe company provides switched
services, is a reseller of several types of sesyiard employs the networks of several long digtgmoviders on a wholesale basis.

Commonwealth Communications. Commonwealth Commtioits: Inc. provides telecommunications engineesand facilities management
services to large corporate clients, hospitalsiuanidersities throughout the Northeastern UnitedeStand sells, installs and maintains PBX
systems in Pennsylvania and New Jersey. Commortw€alhmunications also provides cable and data m&temgineering and project
management of network construction. This grougeisdp combined with Commonwealth Telephone Compautiyveill focus on the Eastern
Pennsylvania market.

RCN Telecom Services. RCN Telecom Services provitd and long distance telephone service, videgnamming and internet access to
households located in New York City and Boston. RiiNently has 417 signed building access agreeswelnich represent 82,733
households located in high density housing suaoasps, condominiums and apartment complexes iBtston and New York markets.
RCN has 36,545 video programming customers, 2 8lé@hone customers and 58 Internet customers e tfaeo markets. RCN also has
4,474 video programming customers at the Universitpelaware.

RCN's New York system operates two cable progrargrd@livery systems - one that is fiber-based aratbat uses a microwave network
acquired from Liberty Cable in New York in March@® The fiber-based customers are served by fasilidf MFS. Telephone service in
New York is provisioned on the fit-based network and through the resale of the NYNEXvork.

RCN's Boston system operates primarily on a filsegell network obtained from MFS and provides bdépt®ne and cable programming
over this network. In December, RCN signed an agesd forming a joint venture with Boston Edison end/hich the joint venture will use
and expand upon Boston Edison's 200 mile fibercaptiwork to reach a market of approximately 650,6@stomers throughout the Greater
Boston area. The joint venture will offer bundletetommunications services.

RCN New York and the RCN Joint Venture with BosEdison were granted Open Video Systems certifindtiom the Federal
Communications Commission ("FCC") in February 198fis certification allows RCN to deliver video giees in New York City an



Boston based on the Telecommunications Act of 1B8@r to this certification, RCN offered video gees using MFS' network. RCN's
telephone service is regulated by the States of Metk and Massachusetts and the FCC. In New Yo€d\Rs certified to provide
competitive local exchange services and to resej distance services. In Massachusetts, RCN isteegd to offer local exchange carrier
services and to resell long distance. RCN alsah#zority from the FCC to offer international seevi

RCN is a competitor to the incumbent telephonecaatile television companies, primarily NYNEX, Timeawder Cable and Cablevision
Systems.

C-TEC International. In January 1995, C-TEC pureldas 40% equity position in Megacable, S.A. de CMéxico's second largest cable
television operator, currently serving 174,000 subers in 12 cities.

Regulation. The Federal Telecommunications Acta#6lestablished a framework for deregulation ofcvamunications industry. The Act
should stimulate growth and competition in virtyalery component of the communications industhe FCC and state regulators must
work out the specific implementation process. Comigsare permitted to combine historically sepaliatess of business into one, and provide
combined services in markets of their own choineaddition, there will be relief from the earningstrictions and price controls that have
governed the local telephone business for manysyaaa were imposed on the cable industry in 199t é&yederal Cable Television
Consumer Protection and Competition Act of 1992 (1992 Act"). The rate regulation provisions of 1992 Act have not had a materially
adverse effect on C-TEC's financial condition agslits of operations. With the passage of the ¥@96all cable systems rates ore
deregulated as effective competition enters thechisse area, or by March 31, 1999, whichever caneser. C-TEC anticipates that certain
provisions of the 1992 Act that do not relate tie r@gulation, such as the provisions relatingeteansmission consent and customer service
standards, will reduce future operating margins.

Restructuring Plans. C-TEC pursued a restructuyiag in 1996 that would have involved the salg®table television businesses to a third
party, but abandoned that plan when it could ngbtiate an attractive transaction due to the depemarket for cable TV properties TEC
has instead announced a plan in February 199%igediself into three separate publicly held comipa:

CTCo, containing the Commonwealth Telephone CompartyCommonwealth Communications Inc.; C-TEC Miahigcontaining the cable
television operations in Michigan; and

RCN Corporation, which will consist of RCN Telec@arvices; cable television operations in New Y&y Jersey, and Pennsylvania; and
C-TEC International.

C-TEC believes that investors and the market anerilkely to understand and properly value thrqeasate businesses than the current
combined company. The plan is contingent upon véawgia favorable IRS ruling on the tax-free natof¢he spin-offs. If the reorganization
and spin-offs occur, KDG will own less than 50%tté outstanding shares voting rights of each oflihee companies, and will account for
each company using the equity method of account®ee Note 20 to the Company's consolidated fimdistatements for balance sheets and
earnings statements of the Company presentecegsitfy method accounting for the Company's investrireC-TEC had been used in prior
years.)

OTHER BUSINESSES
PKS INFORMATION SERVICES, INC.

PKS Information Services, Inc. ("PKSIS"), providEsnputer operations outsourcing and systems irtiegraervices to customers on an
international basis. PKSIS provides its outsourderyices to firms that desire to focus resourcetheir core businesses, while avoiding the
capital and overhead costs of operating their ommputer centers. Systems integration serviceshelfpmers define, develop, and
implement cost- effective information systems. P&Signed six new computer outsourcing contracts three contract extensions with
existing customers, during 1996. The systems iategr business was awarded several new contradesvielop and support customers'
mainframe and client/server applications, and toveat customers' source code to make it century cianpliant.

PKSIS opened a software engineering center at gti@ial Technological Park of Limerick, Irelandundertake large scale development
projects, system conversions, and code restrugtamal software re-engineering. PKSIS also purchaegiBridge Corporation of Shelton,
Connecticut. LexiBridge's combination of workbertobls and methodology provides a complete strateggonverting mainframe-based
application systems to client/server architectudgi]e ensuring year 2000 compliance. In 1996, 9T®BKSIS' revenue was from external
customers and the remainder was from affiliates.

SR91 TOLLROAD.

KDG has invested $12 million for a 65% interes€Cialifornia Private Transportation Company, L.P.ethdeveloped, financed, and currently
operates the 91 Express Lanes, a ten mile, foerttairoad in Orange County, California. The fullytomated highway uses an electronic toll
collection system and variable pricing to adjufistto demand. Capital costs at completion wered$18lion, $110 million of which was
funded with limited recourse debt. Revenue coligcteer the 35-year franchise period is used foratpey expenses, debt repayment, and
profit distributions. The tollroad opened in Decenth995 and achieved operating break-even in 1096r 80,000 customers have registered
to use the tollroad and weekday volumes exceedR6;6hicles per weekda



UNITED INFRASTRUCTURE COMPANY.

UIC is an equal partnership between Kiewit Infrasture Corp., a wholly owned subsidiary of KDG, @&&thtel Infrastructure Enterprises,
Inc. UIC was formed in 1993 to develop North Amaridnfrastructure projects. During 1996, UIC betgmfocus primarily on water
infrastructure projects, principally through U.Sa&fr, a partnership formed with United Utilities®la U.K. company. U.S. Water has
acquired the concession to operate facilities atiNBrunswick, New Jersey, and is actively pursisirgilar concessions nationwide. KDG
has invested $8 million through UIC in U.S. WateDG has also invested $3 million through UIC ingart Group International Inc. to
develop airport privatization projects.

KIEWIT MUTUAL FUND.

Kiewit Mutual Fund, a registered investment compamgs formed in 1994. Initially formed to manage @ompany's internal investments,
shares in Kiewit Mutual Fund are now availablegarchase by the general public. The Fund's investarently include individuals and
unrelated companies, as well as Kiewit- affiliajgiht ventures, pension plans, and subsidiarieewiMutual Fund has six series: Money
Market Portfolio, Government Money Market Portfolshort-Term Government Portfolio, Intermediatesddond Portfolio, Tax-Exempt
Portfolio, and the Equity Portfolio. In Februarydl® the Fund adopted a master- feeder structuch &athe Portfolios invests in a
corresponding series of the Kiewit Investment Trudtich now manages the underlying securities Ingisli The structure will allow smaller
mutual funds and institutional investors to poditlassets with Kiewit Investment Trust, providiogver expense ratios for all participants.
The registered investment adviser of Kiewit InvestiiTrust is Kiewit Investment Management Corsubsidiary of KDG (60%) and KCG
(40%). At the end of 1996, Kiewit Mutual Fund haat assets of $883 million.

OTHER

In February 1997, KDG purchased an office buildm@urora, Colorado for $21 million. By investing ieal estate, KDG defers taxes on a
portion of the $40 million of taxable gain othereiiecognizable with respect to the Whitney Bendifitgation settlement in 1995. KDG may
make additional real estate investments in 1991 witiew toward deferring the balance of that téxaiain. KDG has also made investments
in several development-stage companies, but dadesxpect earnings from these companies in 1997.

GENERAL INFORMATION

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

Employees. At the end of 1996, the Company anah@®rity-owned subsidiaries employed approximaifely0o00 people -- 11,200 in
construction and materials operations, 520 by noaing companies, 1,900 at C-TEC, 340 at PKSIS,3hih corporate positions. This does
not include the 4,400 employees of CalEnergy andHdon Electric plc.

ITEM 2. PROPERTIES.

The properties used in the construction segmerdeseribed under a separate heading in Item 1 aBowperties relating to the Company's
coal mining segment are described as part of thergébusiness description of the coal mining bessn The properties of the energy
generation and distribution segment are describguhe of the general business description of #i&ergy and International Energy
projects. The properties of the telecommunicateemment include those of C-TEC's Commonwealth Telee Company (switching centers,
cables and wires connecting the telephone compmity tustomers, and other telephone instrumemteguipment), C-TEC Cable Systems
(head-end, distribution and subscriber equipmani), various office and storage buildings. The Cammnsiders its properties to be
adequate for its present and foreseeable requitsmen

ITEM 3. LEGAL PROCEEDINGS.

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

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

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

No matters were submitted to a vote of securitgl@rd during the fourth quarter of 19!



EXECUTIVE OFFICERS OF THE REGISTRANT

The table below shows information as of March ¥®7labout each executive officer of the Comparsiugting his business experience
during the past five years (1992-1997). The Compmamsiders its executive officers to be its direstoho are employed by the Company or
one of its subsidiaries. The Company's directotsdadficers are elected annually and each was elemnteJune 8, 1996 to serve until his
successor is elected and qualified or until higldaasignation or removal.

PKS Director

Name Business Experience (1992-1997 ) Age  Since
Walter Scott, Jr.  Chairman of the Board and Pres ident,

PKS 65 1964
William L. Grewcock Vice Chairman, PKS 71 1968
Robert E. Julian  Chairman, PKSIS (since 1995) 57 1987

Executive Vice President; PKS
(1992-1995) Chief Financial
Officer, PKS (1992-1995)
Treasurer, PKS (1992-1993)

Kenneth E. Stinson Executive Vice President, PKS 54 1987
Chairman (since 1993) and CEO
(since 1992) of KCG

Richard Geary Executive Vice President, KCG; 62 1988
President, Kiewit Pacific Co.

Leonard W. Kearney Vice President, KCG; 56 1989
President, Kiewit Western Co.
President, Kiewit Construction Company

(1992-1996)

Richard R. Jaros  Executive Vice President, PKS
(since 1993) 45 1993
Chief Financial Officer, PKS
(since 1995) President, KDG
(since 1996) President and CO (@]
of CE (1992-1993)
Vice President, PKS (1992)

George B. Toll, Jr. Executive Vice President, KCG
(since 1994) 60 1993
Vice President, Kiewit Pacific Co.
(1992-1994)

Richard W. Colf  Vice President, Kiewit Pacific Co. 53 1994

Bruce E. Grewcock Executive Vice President, KCG
(since 1996) 43 1994
Chairman, KMG (since 1996)
President, KMG (1992-1996)
Sr. Vice President, KMG (1992)

Tait P. Johnson  President (1992-1996) and 47 1995
sole Director (since 1992) of
Gilbert Southern Corp.

PART Il

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

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

Company Repurchase Duty. Under the Company's @attfof Incorporation effective January 1992, @mmpany has three classes of
common stock: Class B Construction & Mining GrouprMoting Restricted Redeemable Convertible ExchaloigeCommon Stock ("Class
B"), Class C Construction & Mining Group Restricieddeemable Convertible Exchangeable Common St@tags C"), and Class D
Diversified Group Convertible Exchangeable Commtotks ("Class D"). There are no outstanding Clash&res; the last Class B shares
were converted into Class D shares on Januarydli,. X8ass C shares can be issued only to Compapipge®s and can be resold only to the
Company at a formula price based on the year-eoH Balue of the Construction & Mining Group. Ther@@any is generally required to
repurchase Class C shares for cash upon stocktdgdsand. Class D shares have a formula price lmas#te year-end book value of the
Diversified Group. The Company must generally repase Class D shares for cash upon stockholderndeatahe formula price, unless the
Class D shares become publicly trac



Formula values. The formula price of the Class Brsh is based on the book value of Kiewit DiveesifGroup Inc. and its subsidiaries, plus
one-half of the book value, on a stand-alone bas$ithe parent company, Peter Kiewit Sons', Ine fdrmula price of the Class C shares is
based on the book value of Kiewit Construction @rinc. and its subsidiaries, plus one-half of thekovalue of the unconsolidated parent
company. A significant element of the Class C fdarrice is the subtraction of the book value afgarty, plant, and equipment used in
construction activities ($106 million in 1996).

Conversion. Under the Company's Certificate of tpoeation, Class C shares are convertible into<CIashares at the end of each year.
Between October 15 and December 15 of each yetass C stockholder may elect to convert some asfdlis or her shares. Conversion
occurs on the following January 1. The conversaiioris the relative formula prices of Class C &tass D shares determined as of the last
Saturday in December, i.e. the last day in the Gomis fiscal year. Class D shares may be convartedClass C shares only as part of an
annual offering of Class C shares to employeesedasof purchasing the offered shares for caskgrloyee owning Class D shares may
convert such shares into Class C shares at thecablgl conversion ratio.

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

D Stock Listing. In October 1996, the Company'si8az Directors directed management to pursuetiadiof Class D stock on a major
securities exchange or the NASDAQ National Marles@on as practical during 1998. The Board doefonesee circumstances under which
the Company would list the Class D stock prior 8. The Board believes that a listing will proviie Company with a capital structure
more suitable for the further development of KDRisiness plan. It would also provide liquidity folass D shareholders without impairing
the Company's capital base.

The Board's action does not ensure that a listir@jass D stock will occur in 1998, or at any timiée Board could delay or abandon plans to
list the stock if it determined that such actionuebbe in the best interests of all the Companyéseholders. In addition, the Company's
ability to list Class D stock will be subject tacfars beyond its control, including the laws, regigins, and listing eligibility criteria in effeet
the time a listing is sought, as well as stock raadonditions at the time. Furthermore, the Boaightndecide to couple the listing of Class D
stock with a public offering of newly-issued Cld3shares in order to raise additional capital f&@G& Such an offering could delay or alter
the listing plan.

Dividends and Prices. During 1995 and 1996 the Gompuleclared or paid the following dividends orcitsnmon stock. The table also sh¢
the stock price after each dividend payment orroth&iation event.

Dividend

Dividend Dividend Per Price Stock
Declared Paid Share Class A djusted Price
Oct. 21, 1994 Jan. 5, 1995 $0.45 C D ec. 31, 1994 $25.55
Apr. 28,1994 May 1,1995 045 C M ay 1, 1995 25.10
Oct. 27,1995 Jan.5,1996 0.60 C D ec. 30, 1995 32.40
Apr. 26,1996 May 1,1996 0.60 C M ay 1, 1996 31.80
Oct. 25, 1996 Jan. 4,1997 070 C D ec. 28, 1996 40.70

D D ec. 31, 1994 60.25
Sep. 25, 1995* Sep. 30, 1995* 19.85* D S ep. 30, 1995 40.40
Oct. 27,1995 Jan.5,1996 0.50 D D ec. 30, 1995 49.50
Oct. 25, 1996 Jan. 4,1997 050 D D ec. 28, 1996 54.25

* MFS Spin-off (see Note 6 to the Company's comisdéd financial statements).

The Company's current dividend policy is to paggutar dividend on Class C shares of about 1590% @&f the prior year's ordinary
earnings of the Construction & Mining Group, withiyaspecial dividends to be based on extraordinargiegs. Although the Board of
Directors announced in August 1993 that the Complidhyot intend to pay regular dividends on Classhlres in the foreseeable future, the
Board declared a special dividend of $0.50 per<Llashare in both October 1995 and 1996.

Stockholders. On March 15, 1997, the Company haddlfiowing numbers of stockholders and outstandingres for each class of its
common stock:

Class Stockholders Shares Outstanding
B 0 0
Cc 1,120 9,262,707
D 1,846 24,483,786

ITEM 6. SELECTED FINANCIAL DATA.

PETER KIEWIT SONS', INC.



SELECTED CONSOLIDATED FINANCIAL DATA

The Selected Financial Data of Peter Kiewit Sdns', the Kiewit Construction & Mining Group ("B&Gtock") and the Kiewit Diversified
Group ("D Stock") appear below and on the nextehpages. The consolidated data of PKS are presbated with the exception of per
common share data which is presented in the Sdl&tancial Data of the respective groups.

(dollars in millions, Fiscal Y ear Ended
except per share amounts) 1996 1995 1 994 1993 1992

Results of Operations:

Revenue (1) $ 2904 $ 2,867 $ 2,700 $ 2,050% 1,918
Earnings from continuing

operations 221 244 110 261 162
Net earnings (2) 221 244 110 261 181

Financial Position:

Total assets (1) 3,548 3,451 4,504 3,634 2,549
Current portion of

long-term debt (1) 57 42 33 15 3
Long-term debt, less

current portion (1) 332 370 908 462 30
Stockholders' equity (3) 1,819 1,607 1,736 1,671 1,458

(1) In September 1995, the Company dividendeditsstment in MFS to Class D shareholders. MFSltsesetioperations have been
classified as a single line item on the statemehé&arnings. MFS is consolidated in the 1992-1981ice sheets.

In October 1993, the Company acquired 35% of thetanding shares of C-TEC Corporation that had 57#%e available voting rights. On
December 28, 1996 the Company owned 48% of theamaig shares and 62% of the voting rights.

In January 1994, MFS, issued $500 million of 9.373éfior Discount Notes.

(2) In 1993, through two public offerings, the Camp sold 29% of its subsidiary, MFS, resulting 8187 million aftertax gain. In 1995 ar
1994, additional MFS stock transactions resultef2imillion and $35 million after-tax gains to tB@mpany and reduced its ownership in
MFS to 66% and 67%.

(3) The aggregate redemption value of common sabékecember 28, 1996 was $1.7 hillion.

KIEWIT CONSTRUCTION & MINING GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachhsf years in the period 1992 to 1996 have beeneatkfiom audited financial statements. The
historical financial information for the Kiewit Cetruction & Mining and Kiewit Diversified Groups gplements the consolidated financial
information of PKS and, taken together, includéseatounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fiscal Year Ended
except per share amounts) 1996 1995 19 94 1993 1992

Results of Operations:

Revenue $ 2286 $ 2330 %2 175 $ 1,783 $ 1,675
Net earnings 108 104 77 80 82

Per Common Share:

Net earnings 10.13 7.78 4.92 4.63 4.48
Dividends (1) 1.30 1.05 0.90 0.70 0.70
Stock price (2) 40.70 3240 2 555 2235 18.70
Book value 51.02 4290 3 1.39 2743 2331

Financial Position:

Total assets 1,036 977 963 889 862
Current portion of

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

current portion 12 9 9 10 12
Stockholders' equity (3) 562 467 505 480 437

(1) The 1996, 1995, 1994 and 1993 dividends incid@®, $.60, $.45 and $.40 for dividends declanet9i96, 1995, 1994 and 19¢



respectively, but paid in January of the subseqyeat.
(2) Pursuant to the Certificate of Incorporatidre stock price calculation is computed annuallhatend of the fiscal year.

(3) Ownership of the Class B&C Stock is restridiea@ertain employees conditioned upon the execwforpurchase agreements which
restrict the employees from transferring the st&kS is generally committed to purchase all Cla&€Etock at the amount computed, wt

put to PKS by a stockholder, pursuant to the Geatié of Incorporation. The aggregate redemptidaeraf the B&C Stock at December 28,
1996 was $456 million.

KIEWIT DIVERSIFIED GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachtaf years in the period 1992 to 1996 have beeneatkfiom audited financial statements. The
historical financial information for the Kiewit Dérsified and Kiewit Construction & Mining Groupspplements the consolidated financial
information of PKS and, taken together, includésetounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fiscal Yea r Ended
except per share amounts) 1996 1995 1994 1993 1992

Results of Operations:

Revenue (1) $ 652 $ 580 $ 537 $ 267 $ 243
Earnings from continuing

operations 113 140 33 181 80
Net earnings (2) 113 140 33 181 99

Per Common Share:

Earnings from continuing

operations 4.85 6.45 1.63 9.08 3.95
Net earnings 4.85 6.45 1.63 9.08 4.92
Dividends (3) .50 .50 - 50 1.95
Stock price (4) 5425  49.50 60.25 59.40 50.65
Book value 54.23  49.49 60.36 59.52 50.75

Financial Position:

Total assets (1) 2,523 2,488 3,549 2,759 1,709
Current portion of

long-term debt (1) 57 40 30 11 1
Long-term debt,

less current portion (1) 320 361 899 452 18
Stockholders' equity (5) 1,257 1,140 1,231 1,191 1,021

(1) In September 1995, the Group dividended itegtment in MFS to Class D shareholders. MFS' resifilbperations have been classifie
a single line item on the statements of earningsSNé consolidated in the 1992-1994 balance sheets.

In October 1993, the Group acquired 35% of thetanting shares of C-TEC Corporation that had 57%h®fvailable voting rights. At
December 28, 1996, the Group owned 48% of the andgtg shares and 62% of the voting rights.

In January 1994, MFS issued $500 million of 9.373éfior Discount Notes.

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

(3) The 1996, 1995 and 1992 dividends include $5@ividends declared in 1996, 1995 and 1992 laid j January of the subsequent year.
(4) Pursuant to the Certificate of Incorporatidre stock price calculation is computed annualiatend of the fiscal year.

(5) Unless Class D Stock becomes publicly trad&$ B generally committed to purchase all Classt@iSat the amount computed, in
accordance with the Certificate of Incorporatiomen put to PKS by a stockholder. The aggregatemptien value of the Class D Stock at
December 28, 1996 was $1,269 million.

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

This item contains information about Peter KiewanS', Inc. (the "Company") as a whole. Separatertegontaining management's
discussion and analysis of financial condition eglilts of operations for the Kiewit ConstructiorMBning Group and the Kiewit Diversifie
Group have been filed as Exhibits 99.A and 99.Bi® Form 1-K. The Company will furnish a copy of such exhihitgshout charge upo



the written request of a stockholder addresse8ttick Registrar, Peter Kiewit Sons', Inc., 1000vKid°laza, Omaha, Nebraska 68131.

The following discussion of Results of Operatiohswdd be read in conjunction with the segment imfation contained in Note 3 of the
Consolidated Financial Statements.

Results of Operations 1996 vs. 1995

Construction. KCG's construction operations casdparated into two components; construction anénadt. Revenue from construction
decreased 2% to $2,060 million in 1996. This resuftom the completion of several major projectdrduthe year, while many new contre
were still in the start-up phase. KCG's share it jeenture revenue remained at 30% of total reesrin 1996. Contract backlog at December
28, 1996 was 2.3 billion, of which 4% is attributaln foreign operations, principally Canada arelFilippines. Projects on the west coast
account for 42% of the total backlog. Revenue froaterials increased by less than 1% in 1996. Isedtdemand for aggregates in the
Arizona market was offset by a decline in precimetal sales. KCG sold its gold and silver operatioNevada to Kinross Gold Corporation
("Kinross") and essentially liquidated its metalgentory in 1995.

Opportunities in the construction and materialsisidy continue to expand along with the economyaBise of the increased opportunities,
KCG is able to be selective in the constructiorjgmts it pursues. In 1996, gross margins for cosion increased from 8% in 1995 to 10%
in 1996. This resulted from the completion of savéarge projects and increased efficiencies imsgfiects of the construction process. Gross
margins for materials declined from 13% in 1993.@86 in 1996. The lack of higher margin preciousatsesales in 1996 combined with
slightly lower construction materials margins proed the reduction in operating margin.

Coal Mining. Revenue and net earnings improved griljndue to increases in alternate source torgs tsoCommonwealth Edison Company
in 1996 and the liquidation of a captive insuraoempany which insured against black lung diseapenUiquidation, KDG received a reful
of premiums paid plus interest in excess of reseeatablished by KDG for this liability. Since 1993 amended contract with
Commonwealth provides that delivery commitments el satisfied with coal produced by unaffiliatethes in the Powder River Basin in
Wyoming. Excluding the alternate source coal saleal produced at KDG's mines did not change sizanitly from 1995 levels. KDG
expects a decline in coal revenue and earnings E¥88 as certain long-term contracts begin torexpi

Telecommunications. Revenue for the telecommuminatsegment increased 13% to $367 million for fi$4€86. C-TEC's telephone group's
$10 million, or 8% increase in sales and C-TECHdegroup's $33 million or 26% increase were thmary contributors to the improved
results. The increase in telephone group revendeeadgo higher intrastate access revenue fromrheth in access minutes, an increase of
13,000 access lines, and higher internet accessided conferencing sales. Cable group revenueasad primarily due to higher average
subscribers and the effects of rate increases it 2¢05 and February 1996. Subscriber counts asmd primarily due to the acquisition of
Pennsylvania Cable Systems, in September 1995¢gftywin County Trans Video, Inc., and the condation of Mercom, Inc. since
August 1995. The Pennsylvania Cable System anddvesccount for $23 million of the increase in cafgleenue in 1996 .

The 1996 operating expenses for the telecommuaitabusiness increased $38 million or 18% compard®95. The telephone group
experienced a 9% increase in expenses and thegmaip's costs increased 31%. The increase fdetbéphone group is primarily attributal
to higher payroll expenses resulting from additigreasonnel, wage increases and higher overtimen Abntributing to the increase, were
associated with the internet access services amslitting services for a variety of regulatory apei@tional matters. The cable group's
increase is due to increased depreciation, amtdizand compensation expenses associated withctpgisition of the Pennsylvania Cable
Systems and the consolidation of Mercom's operatidtso contributing to the higher costs were mbteeases for existing programming and
the costs for additional programming.

General and Administrative Expenses. General andrastrative expenses declined 6% to $260 millior1996. Decreases in expenses
associated with legal and environmental mattergartially offset by higher compensation and ttraxpenses as well as costs attributable
to C-TEC and the opening of the SR91 toll road.EXZE corporate overhead and other costs increggadxamately 13% in 1996. This
increase is attributable to the costs associatddtive development of the RCN business in New Yatt Boston, the acquisition of
Pennsylvania Cable Systems, the consolidation atbdfa and the investigation of the feasibility ofieas restructuring alternatives to
increase shareholder value.

Equity Earnings, net. Equity earnings in 1996 inweith 50% over 1995. An increase in KDG's proportiersinare of CalEnergy's earnings
improvements in those earnings, totaling $10 millialong with an increase in income from KCG's stuent in ME Holding, Inc. of $2
million and C-TEC's investment in Megacable S.AQI¥. of $2 million contributed to the higher eargs. Partially offsetting those gains
were losses attributable to the Casecnan projecbdrer investments. The Casecnan loss resultedtfie variance in borrowing and
investing interest rates on the funds generatethdyroject's debt offering in 1995.

Investment Income, net. Investment income imprddedhillion or 7% in 1996 compared to 1995. Gaindtensale of equity securities and a
slight increase in interest income were primardgponsible for the improved results.

Interest Expense, net. The increase in interestresgpin 1996 is primarily attributable to the CRIgbt that was capitalized through July
1996, CTEC's redeemable preferred stock, issued in thagydrania cable acquisition, which began accruimigrest in 1996, and the inter
on KCG's sho-term borrowings which were repaid in 19!



Gain on Subsidiary's Stock Transactions, net. $hgance of MFS stock for acquisitions by MFS awrdetkercise of MFS employee stock
options resulted in a $3 million net gain to KDGL®95. KDG recognized gains and losses from theaadl issuance of stock by MFS on the
statements of earnings. With the Spin-off of MR&se types of gains are no longer recognized fob M&nsactions.

Other, net. Other income in 1996 primarily relateshe gains on the disposition of property, pamd equipment and other assets. Other
income in 1995 also included the Whitney Benefitslement proceeds and the Kinross transaction gain

Income Tax (Provision) Benefit. The effective inamiax rate for 1996 differs from the statutory mat@&5% primarily because of adjustments
to prior year tax provisions, partially offset kipte taxes and nondeductible costs associatedgaitiwill amortization. In 1995, the rate was
lower than 35% due primarily to $93 million of inoe tax benefits from the reversal of certain defétax liabilities originally recognized on
gains from MFS stock transactions that were nodomgquired due to the tax-free spin-off of MFS adglistments to prior year tax
provisions.

Results of Operations 1995 vs. 1994

Construction. Revenue for the Construction Grogpaased $155 million, or 7%, to $2,330 million ®95. Revenue for the construction and
materials components increased 6% and 21%, regphgtin 1995.

Construction's improvement was attributable to % 3@crease in joint venture revenue which compriz@ of the total revenue in 1995
compared to 24% in 1994. The San Joaquin Toll Read Venture ("San Joaquin") in southern Califarcontributed $225 million and $111
million to revenue in 1995 and 1994. Contract bagkdt December 30, 1995 was $2 billion, of whicBol®Was attributable to foreign
operations, principally Canada and the PhilippifResjects on the west coast accounted for 36%eofdtal backlog which included San
Joaquin backlog of $133 million. San Joaquin isesithied for completion in 1997. The inclusion of tadditional months of materials
revenue generated by APA&izona ("APAC") companies, which were acquiredr@bruary 28, 1994, was the primary factor resulimtpe
increased materials revenue.

Gross margins for KCG increased 13% in 1995. Thsiraction and materials components each produodthsresults. Construction's
increased revenue, primarily from joint venturesréased operational efficiencies and substariishcsettlements all contributed to
improved results. Materials benefited from the siemand for construction materials in Arizona alsd from the operational efficiencies
generated by the merger of APAC and KCG's exigtiagerials business in Arizona. Also contributinghe higher margins was the
liquidation of KCG's precious metal inventory in9B9

Coal Mining. Mining revenue in 1995 decreased 46mfrl1994. Spot sales were lower in 1995 due to mldemand in KDG's spot coal
markets because of a mild winter and high hyelestricity generation in the western United StaRestially offsetting the decline in spot st
were higher alternate source coal sales in 1995alties acceleration of coal shipments to the aiilyear from future years and the shifting
certain coal shipments from mined coal to altersat@rce coal.

Direct costs, as a percentage of revenue, declifreth 1995. The increase in higher margin additiafternate sales and the decrease in
lower margin spot coal sales contributed to therowpd margins.

Telecommunications. With the spin-off of MFS, tlkéeetommunications segment consists solely of C-T&TEC's primary operations are
telephone and cable. In 1995 telecommunicationsme® increased 12% over 1994. Sales of the telepip@up increased $7 million to $129
million, a 6% increase over 1994. Increases insgxtines for local network service and rate inaesdsr intrastate access traffic were
primarily responsible for the improvement. Salestfe cable group increased 34% to $127 milliod985. The acquisition of Twin County
Trans Video, Inc. in September, and the consobdatif Mercom, Inc.'s results since August conteloi$18 million and $6 million to C-
TEC's revenue in 1995. In addition, subscriberéases of approximately 16,000 over 1994 and rateases effective in April 1995
accounted for an $8 million increase in cable reeeiRevenues from other operating groups incredséanillion or 32% compared to 1994
primarily due to the resale of long distance teteghservices to another long distance reselleraagments in switched business, 1-800
service sales and third party revenues fromEG's communication services business. The arraagewith the third party reseller termina
in the second quarter of 1995. Partially offsetitti EC's increase in revenue was the sale of thHalenservices group in 1994 which
contributed $23 million in revenue that year.

C-TEC's direct costs increased $30 million or 185%995. The telephone group's costs of revenueased primarily because of higher
payroll expenses and higher depreciation experse atquisitions of Mercom and Twin County led 786 increase in direct costs for the
cable group. In addition, higher basic programmndagts resulting from increased subscribers, chaamtitions and rate increases contributed
to the increase. Direct expenses for C-TEC's aiperating groups increased because of costs as=mbeigh the resale of long distance
services and communication services work perforfoethird parties. Partially offsetting these inases was the elimination of direct costs
associated with the mobile services group which sedd in 1994.

General and Administrative Expenses. General andrastrative expenses increased 25% in 1995. Higkaefit costs attributable to the
retired packaging employees, an increase in exgdbséegal and environmental matters and increms€sTEC's expenses were partially
offset by lower payroll expenses. C-TEC's 10% iaseein costs resulted primarily from expenses &ssutwith RCN, higher professional
fees for evaluation of strategic alternatives fona&ncing shareholder value and higher compensexpenses.

Equity Earnings, net. The significant improvemenequity earnings in 1995 was primarily attribueatd CalEnergy. The successful merger
of Magma Energy's operations in CalEnergy in 1985 wimarily responsible for the $5 million increas KDG's share of CalEnerg



earnings. Partially offsetting this increase wagauity loss of $3 million from C-TEC's investmémtMegacable which was purchased in
January 1995. Other equity investments contribirtdiyidually insignificant increases in earningsitlaccount for the remainder of the
increase.

Investment Income, net. Investment income incre@4€d to $67 million in 1995. Improvements in intrincome and declines in losses on
the sales of securities and international energjept development expenses all contributed toribeease in investment income. Interest
earned on the Whitney Benefits settlement proceedsibuted to an increase in investment incom&HEC's proceeds from its rights offeri
and the sale of its mobile services group alsordmrted to a higher average portfolio balance andeiased interest income.

Interest Expense, net. Interest expense in 199%%sdeed 34% compared to 1994. The decline was plyndare to C-TEC's prepayment of
senior secured notes in December 1994,

Gain on Subsidiary's Stock Transactions, net. $haance of MFS stock for acquisitions by MFS amdetkercise of MFS employee stock
options resulted in a $3 million net gain to KDGLi@#95. In 1994, KDG settled a contingent purchagee pbligation resulting from MFS'
1990 purchase of Chicago Fiber Optic Corporati@HO"). The former shareholders of CFO accepted BtB&k previously held by KDG,
valued at market prices, as payment of the obbgafThis transaction, along with the issuancedasfksfor acquisitions and employee stock
options, resulted in a $54 million net gain beftaees.

Other, net. In 1995, other income primarily incldde$21 million gain on the exchange of KDG's guérations in Nevada for the common
stock of Kinross Gold Corporation and KDG's setiéatproceeds of $135 million from the Whitney Bétsdftigation. Other income also
included gains and losses from the dispositionroperty, plant and equipment and other assets95 49d 1994.

Equity Loss of MFS. The expansion activities anremthin 1993 and 1995 required significant initialelopment and roll out expenses in
advance of anticipated revenues and continuedgatively affect the operating results of MFS. AfBaptember 30, 1995, KDG no longer
included MFS' results in its financial statements.

Income Tax (Provision) Benefit. The effective inamiax rate for 1995 differs from the statutory raft@5% due primarily to $93 million of
income tax benefits from the reversal of certaifeded tax liabilities originally recognized on gaifrom MFS stock transactions that were
longer required due to the tax-free spin-off of Mi&l adjustments to prior year tax provisions.984, the rate is lower than 35% primarily
due to adjustments to prior year tax provisions.

Financial Condition - December 28, 1996

Excluding C-TEC, described in a separate paragbafisw, the Company's working capital, decreased $aillion or 14% during 1996. The
cash flows from operations of $243 million partyaiiffset the $384 million used in investing actiet and $36 million used in financing
activities.

Investing activities include $102 million of capiexpenditures, including $72 million for constriect equipment and $16 million for the
remaining construction costs of the SR91 toll raad] $324 million of acquisitions and investmeiitse investments include a $176 million
investment in CE Electric, an exercise of optianpurchase CalEnergy stock for $53 million and 86ion for Philippine and Indonesian
power projects. These capital outlays were paytiffiset by $32 million of proceeds from the sal@mperty, plant and equipment and other
assets.

Financing sources include $19 million of long-tedebt borrowings for the construction financing leé SR91 toll road and $27 million from
the sale of the Company's common stock. Financéeg gonsisted of the repayment of $45 million @ffskerm borrowings, $16 million for
stock repurchases and $24 million of dividends.

C-TEC's working capital decreased $92 million o¥8ih 1996. Cash provided by operations of $121liomlivere partially offset by $53
million used in investing activities and $41 miliimsed in financing activities. C-TEC's significamtesting activities which reduced working
capital, include $87 million of capital expenditsy&27 million for the acquisition of Freedom ar $nillion of net proceeds from the sale
short-term investments. It's financing activitieslude $19 million of long-term debt borrowings &b million of long-term debt payments.

In addition to the real estate activities describelbw, the Company anticipates investing betwetnhahd $85 million annually in its
construction and mining businesses. The Compaalg@sexploring opportunities to acquire additiomasinesses. The Company also
anticipates making significant investments in itergy and infrastructure businesses - includingpite venture agreement with CE covering
international power project development activitiesd searching for opportunities to acquire capitansive businesses which provide for
long-term growth. Other long-term liquidity useslude payment of income taxes and repurchasin@mpany's stock. The Company's
current financial condition, future cash flows dratrowing capacity should be sufficient for futungerating and investing activities.

In October 1996, the PKS Board of Directors dedatiwidends of $.70 and $.50 per share for Clas€B&d Class D Stock, payable in
January 1997.

In February 1997, the Company purchased an offidéibg in Aurora, Colorado for $21 million. By ieegting in real estate, KDG is able to
defer $40 million of a taxable gain recognized witkpect to the Whitney Benefits settlement. KDG make additional real este



investments in 1997 to defer the balance.

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class Bk3Sta a major securities exchange or
the NASDAQ National Market as soon as practicalrdui998. The Board does not foresee circumstamedsr which PKS would list the
Class D Stock prior to 1998. The Board believes a@hasting will provide PKS with a capital strucéumore suitable for the further
development of the Diversified Group's business pawould also provide liquidity for Class D skapolders without impairing PKS' capital
base.

The Board's action does not ensure that a listingjass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionulebbe in the best interests of all PKS' sharehrslde addition PKS' ability to list Class D
Stock will be subject to factors beyond its continetluding the laws, regulations, and listing #ility criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipdelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordaitse additional capital for the Diversified Groduch an offering could delay or alter the
listing plan.

Currently, Class C shareholders are able to coriveit shares into Class D Stock pursuant to th@g2my's Certificate of Incorporation. If
such listing occurs, Class C shareholders will ioom to be able to convert their shares into Clastock. However, the Company will no
longer be obligated to repurchase Class D Stock fodtass D shareholders.

In February 1997, C-TEC announced a plan to sep@ésabperations along business lines into threarsg¢e, publicly traded companies:
CTCao, containing the local telephone group andedl@ngineering business;
C-TEC Michigan, containing the cable television igens in Michigan; and

RCN Corporation, which will consist of RCN Telec@earvices; cable television operations in New Ydt&w Jersey and Pennsylvania; and
the investment in Megacable S.A. de C.V., a capkrator in Mexico.

RCN Telecom Services is a provider of packaged laed long distance telephone, video, and intesneéss services provided over fiber
optic networks to residential customers in Bostod Hew York City.

The restructuring will permit investors and theafiigcial market to better understand and evaluat&C'dvarious businesses. In addition, the
restructuring will allow C-TEC to raise capital fitre future expansion of the RCN business on thst efficient terms.

The plan is contingent upon receipt of a privateeteruling from the Internal Revenue Service reégag the tax-free nature of the spin-off, the
receipt of other regulatory approvals, and certdiirer conditions. If the reorganization and spifs-afccur, KDG will own less than 50% of
the outstanding shares and voting rights of eatityeand will account for each entity using thaigg method.

In March 1997, CFEC paid the minority shareholders of Freedom $1lbam of the contingent consideration outlinedthe original purchas
agreement and $15 million to acquire the remaimmigprity interest of Freedom. C-TEC also paid $lidiom to terminate a marketing
services agreement with the former minority shaledrs of Freedom.

In March 1997, a KCG sponsored construction joemture was awarded a $1.3 billion contract to retract Interstate 1-15 through the Salt
Lake City region. The project is being undertakeprieparation for the 2002 Olympic Games. KCG'sesbathis project is approximately
$700 million.

In 1995, a KDG and CalEnergy venture ("Casecnao9ed financing for the construction of a $495 imillcombined irrigation and 150 MW
hydroelectric power generation facility locatedtbha island of Luzon in the Philippines, and KDG &alEnergy have each made $62 million
of equity contributions to the project.

The Casecnan project is being constructed on &3oith several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC"), (together, "Contractor"), both of whicreaSouth Korean corporations. Hanbo CorporationEGC are under common
ownership. The contractor's obligations under thestruction contract are guaranteed by Hanbo Ir@&té&el Company, Ltd. ("Hanbo Steel"),
a large South Korean steel company. In additiomctintractor's obligations are secured by an uritondl, irrevocable standby letter of
credit issued by Korea First Bank ("KFB") in thepagximate amount of $118 million. Hanbo Corporatiblie CC and Hanbo Steel have each
filed to seek bankruptcy protection in Korea andBdcredit rating has been downgraded becausescfutbstantial loans it has made to
Hanbo Steel.

Casecnan has recently received confirmation fror@@Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassumption that it will remain able to perfdutty its obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of credit

Casecnan is presently reviewing its rights, obiaget and potential remedies in respect of the rtedevelopment regarding the Contractor



KFB and is presently unable to speculate as taltiteate effect of such developments on the Casepnaject.

If Contractor were to materially fail to perforns ibbligations under the contract and if KFB weréaibto honor its obligations under the
Casecnan letter of credit, such actions could laaveterial adverse effect on the Casecnan prajestever, based on information available,
KDG does not currently believe its investment ip&ined.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial statements and supplementary financiatimation for Peter Kiewit Sons', Inc. and Subdiidis.begin on page P1. Separate finai
statements and other information pertaining toktlesvit Construction & Mining Group and the Kiewitigersified Group have been filed as
Exhibits 99.A and 99.B to this report. The Compauily furnish a copy of such exhibits without changgon the written request of a
stockholder addressed to Stock Registrar, PetaviK&ons', Inc., 1000 Kiewit Plaza, Omaha, Nebra&&a31.

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

None.

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

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

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The information required by Part Il is incorporeisy reference from the Company's definitive pretgtement for the Annual Meeting of
Stockholders to be held on June 7, 1997. Howeegtain information is set forth under the capti@xé&cutive Officers of the Registrant”
following Item 4 above.

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS
ON FORM 8-K.

(a) Financial statements and financial statemdmdugles required to be filed for the registrantaritems 8 or 14 are set forth following the
index page at page P1.

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

Exhibit

Number Description

3.1 Restated Certificate of Incorporation, effective January 8,
1992 (Exhibit 3.1 to Company's Form 10 -K for 1991).

3.4 By-laws, composite copy, including all amendments, as of March
19, 1993 (Exhibit 3.4 to Company's For m 10-K for 1992).

11 Statement regarding computation of per share earnings.

21 List of subsidiaries of the Company.

27 Financial data schedules.

99.A Kiewit Construction & Mining Group Fin ancial Statements and

Other Information.

99.B Kiewit Diversified Group Financial Sta tements and Other
Information.

(b) A Form 8-K was filed by the Company on October 31, 1996 to



report a tender offer for shares of Northern Elegifc by the Company's affiliate, CE Electric plc.
SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized, on the 28th day of March, 1997.

PETER KIEWIT SONS', INC.

By: /s/ Richard R Jaros
Ri chard R Jaros
Executive Vice President
Chi ef Financial Oficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities indicatecher28th day of March, 1997.

/sl Walter Scott, Jr. Chai rman of the Board and President
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Index to Financial Statements and Financial Statenrg Schedule
Report of Independent Accountants
Consolidated Financial Statements as of Decemhet@36 and December 30, 1995 and for the threesysated December 28, 1996:

Consolidated Statements of Earnings

Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consolidated Statements of Changes in StockholBqrsty

Notes to Consolidated Financial Stateme



Consolidated Financial Statement Schedule forhheetyears ended December 28, 1996:
Il - Valuation and Qualifying Accounts and Reserves

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

REPORT OF INDEPENDENT ACCOUNTANTS

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

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

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

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢onsolidated financial position of Peter
Kiewit Sons', Inc. and Subsidiaries as of Decen#8er1 996 and December 30, 1995, and the consdlideseilts of their operations and their
cash flows for each of the three years in the gegioded December 28, 1996 in conformity with gelheazcepted accounting principles. In
addition, in our opinion, the financial statemecttedule referred to above, when considered inioelab the basic financial statements taken
as a whole, presents fairly, in all material respete information required to be included therein

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997, except for Note 20, as
to which the date is March 26, 1997.

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Statements of Earnings
For the three years ended December 28, 1996

(dollars in millions, except per share data) 1996 1995 1994
Revenue $2,904 $ 2,867 $2,700
Cost of Revenue (2,412) (2,426) (2,310)

General and Administrative Expenses (260) (277) (221)
Operating Earnings 232 164 169
Other Income (Expense):

Equity Earnings, net 12 8 3
Investment Income, net 72 67 35
Interest Expense, net B7) (25 (38)
Gain on Subsidiary's Stock Transactions, net - 3 54
Other, net 26 159 17

Equity Loss in MFS - (131 (102
Earnings Before Income Taxes and Minority Interest 305 -"--2—45 ------ 138
Income Tax (Provision) Benefit (84) 11 (29)
Minority Interest in Net (Income) Loss of Subsidiar ies - (12 1

Net Earnings $ 221 $ 244 $ 110



Net Earnings Attributable to Class B&C Stock
Net Earnings Attributable to Class D Stock

Net Earnings Per Common and Common Equivalent Share
Class B&C Stock

Class D Stock

See accompanying notes to consolidated financsgistents.

$ 108 $ 104 $ 77

$ 113 $ 140 $ 33

'$10.13 $7.78 $4.92

$4.85 $6.45 $1.63

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Balance Sheets

December 28, 1996 and December 30, 1995

(dollars in millions, except per share data)

Assets

Current Assets:

Cash and cash equivalents

Marketable securities

Restricted securities

Receivables, less allowance of $20 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, at cost:

Land

Buildings and leasehold improvements
Equipment

Less accumulated depreciation and amortization
Net Property, Plant and Equipment

Investments

Intangible Assets, net

Other Assets

See accompanying notes to consolidated financsisients.

1996 1995
$ 320 $ 457
426 502
25 30
357 390
80 78
91 73
59 66
46 47
1,404 1,643
32 33
196 189
1,353 1,246
1,581 1,468
(774)  (710)
807 758
897 549
368 387
72 114

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Balance Sheets
December 28, 1996 and December 30,
(continued)

(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

1995

1996 1995

$ 235 $ 240
- 45

55 36



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
no shares outstanding in 1996 and 1995
Common stock, $.0625 par value, $1.7 billion
aggregate redemption value:

Class B, authorized 8,000,000 shares: 263,468
outstanding in 1996 and in 1995

Class C, authorized 125,000,000 shares:
10,743,173 outstanding in 1996 and 10,616,901
outstanding in 1995

Class D, authorized 50,000,000 shares:
23,180,243 outstanding in 1996 and 23,024,974
outstanding in 1995

Additional paid-in capital

Foreign currency adjustment

Net unrealized holding gain

Retained earnings

Total Stockholders' Equity

See accompanying notes to consolidated financsgstents

shares:

2 6
124 121
81 79
134 127
631 654
207 264
125 106
163 236
48 54
99 100
238 216
218 214
1 1
1 1
235 210
™ (©
23 17
1,566 1,384
1,819 1,607

PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

For the three years ended December 28, 1996

(dollars in millions) 1

Cash flows from continuing operations:
Net earnings
Adjustments to reconcile net earnings
to net cash provided by continuing operations:
Depreciation, depletion and amortization
(Gain) loss on sale of property, plant and
equipment, and other investments
Gain on subsidiary's stock transactions, net
Equity (earnings) loss, net
Noncash interest expense
Minority interest in subsidiaries
Retirement benefits paid
Deferred income taxes
Change in working capital items:
Receivables
Other current assets
Payables
Other liabilities
Other

Net cash provided by continuing operations

Cash flows from investing activities:

996
221

193
(20)
(12)
©)
(68)

28
(1)

43
(3
364

1995 1994
$ 244 $ 110
152 217
(40) 5
3 (649
116 (10)
- 40
12 (50)
2 (6
(147)  (40)
2 (53)
19  (67)
- 42
80 19
- 8
433 161



Proceeds from sales and maturities of

Cash flows from financing activities:
Long-term debt borrowings $
Payments on long-term debt,

marketable securities 538 465 1,743
Purchases of marketable securities 468) (482) (1,551)
Decrease (increase) in restricted cash 6 19 (39)
Acquisitions, excluding cash acquired ( 301) (229) (254)
Proceeds from sale of cellular properties - - 182
Proceeds from sale of property, plant and
equipment, and other investments 32 29 20
Capital expenditures ( 189) (197) (548)
Investments in affiliates (53) (31) (34)
Acquisition of minority interest - - (6)
Other 11 2 @49
Net cash used in investing activities $( 424) $(428) $(501)
See accompanying notes to consolidated financsgistents.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the three years ended December 28, 1996
(continued)
(dollars in millions) 1996 1995 1994

41 $ 52 $ 693

including current portion (61) (52) (309)
Net change in short-term borrowings (45) 45 -
Issuances of common stock 27 25 21
Issuances of subsidiaries' stock 1 - 70
Repurchases of common stock (16) ® (31)
Dividends paid (24) (13) (13)
Net cash (used in) provided by
financing activities (77) 51 431
Proceeds from sales of discontinued
packaging operations - 29 5
Cash and cash equivalents of MFS at

beginning of year - (22) -
Effect of exchange rates on cash - 3 Q)
Net change in cash and cash equivalents (137) 66 95
Cash and cash equivalents at beginning of year 457 391 296
Cash and cash equivalents at end of year $ 320 $ 457 $391
Supplemental disclosure of cash flow information:

Taxes $ 133 $ 201 $115

Interest 40 35 41
Noncash investing and financing activities:

Conversion of CalEnergy convertible

debentures to common stock $ 66 $ - $ -

Dividend of investment in MFS - 399 -
Issuance of C-TEC redeemable preferred

stock for acquisition - 39 -
Disposition of gold operations in exchange for

Kinross common stock, net - 21 -
Issuance of MFS stock for acquisitions - - 71

MFS stock transactions to settle contingent

purchase price adjustment - - 25

See accompanying notes to consolidated financsisients.

PETER KIEWIT SONS', INC. AND SUBSIDIARIES



Consolidated Statements of Changes in StockholHqtsty For the three years ended December 28, 1996

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

Balance at

December 26,1993 $ 1 $ 1% 164 $ (3 ) $ 9 $1,499 $1,671
Issuances of stock - - 21 - - - 21
Repurchases of stock - - (3) - - (28) (31)
Foreign currency

adjustment - - - (4 ) - -4

Net unrealized

holding (loss) - - - - (7) - (@17
Net earnings - - - - - 110 110

Dividends:(a)
Class B&C ($.90

per common share) - - - - - (149 (19
Balanceat S
December 31,1994 1 1 182 (7 ) (8 1,567 1,736
Issuances of stock - - 29 - - - 29
Repurchases of stock - - (1) - - (5) (6)

Foreign currency
adjustment - - - 1 - -1

Net unrealized
holding gain - - - - 25 - 25

Net earnings - - - - - 244 244

Dividends:(b)
Class B&C ($1.05

per common share) - - - - - (12 (12
Class D ($.50 per

common share) - - - - - (1) (1
MFS Dividend - - (399) (399)
Balance at
December 30,1995 $ 1 $ 1 $210 $(6 ) $ 17 $1,384 $1,607

See accompanying notes to consolidated financsgstents.
PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Consolidated Statements of Changes in StockholBgtsty For the three years ended December 28,1996

(continued)

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

(dollars in millions) Stock Stock Capital AdjustméBain (Loss) Earnings Total

Balance at

December 30,1995 $ 1$ 1 $ 210 $ (6) $ 17 $1,384 $1,607
Issuances of stock - - 27 - - - 27
Repurchases of stock - - (2) - - (14) (16)

Foreign currency



adjustment - - - @ - - @

Net unrealized
holding gain - - - - 6 - 6

Net earnings - - - - - 221 221
Dividends: (c)
Class B&C ($1.30

per common share) - - - - - (13) (13)

Class D ($.50 per

common share) - - - - - (12) (12)
Balance at
December 28,1996 $ 1 $ 1 $235 $(7) $ 23  $1,566 $1,819

(@) Includes $.45 per share for dividends on CB&S Stock declared in 1994 but paid in January 1995
(b) Includes $.60 and $.50 per share for dividem€lass B&C and Class D Stock, respectively, dedlin 1995 but paid in January 1996.
(c) Includes $.70 and $.50 per share for dividesmd€lass B&C and Class D Stock, respectively, dedlan 1996 put paid in January 1997.
See accompanying notes to consolidated financsgstents.

PETER KIEWIT SONS', INC.

Notes to Consolidated Financial Statements
(1) Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include to®ants of Peter Kiewit Sons', Inc. and subsidsiewhich it has control ("PKS" or "the
Company"), which are engaged in enterprises prigneglated to construction, coal mining, energy gation and distribution, and
telecommunications. The Company consolidates C-Tafporation ("C-TEC") because it controls more tBa#o of its voting rights. Fifty-
percent-owned mining joint ventures are consolidlate a pro rata basis. Investments in other congganiwhich the Company exercises
significant influence over operating and finangalicies, including energy investments and consimagoint ventures, are accounted for by
the equity method. The Company accounts for itsesbfithe operations of the construction joint wees on a pro rata basis in the
consolidated statements of earnings. All signifidatercompany accounts and transactions have él@amated.

The results of operations of MFS Communications Gamy, Inc. ("MFS"), (which later merged into Worldi@ Inc.) have been classified ¢
single line item on the statements of earnings. MF®nsolidated in the 1994 statement of cashdl(®ee Note 6).

The Company invests in the portfolios of the KieMiitual Fund, ("KMF"), a registered investment canp. KMF is not consolidated in the
Company's financial statements.

Description of Business Groups

Holders of Class B&C Stock ("Construction & Mini@roup™) and Class D Stock (Diversified Group) amxkholders of PKS. The
Construction & Mining Group ("KCG") contains the @pany's traditional construction and materials aflens performed by Kiewit
Construction Group Inc. The Diversified Group ("KD@ontains coal mining properties owned by Kie@dal Properties Inc., energy
investments, including 30% interests in CalEnergyn@any Inc. ("CalEnergy") and CE Electric UK pI€E Electric"), investments in
international energy projects, telecommunicatioospanies owned by C-TEC, as well as other assetpo€ate assets and liabilities which
are not separately identified with the ongoing agiens of the Construction & Mining Group or thevBiisified Group are allocated equally
between the groups.

Construction Contracts

KCG operates generally within North America as aggal contractor and engages in various types mgtcaction projects for both public and
private owners. Credit risk is minimal with pub{government) owners since KCG ascertains that flnagle been appropriated by the
governmental project owner prior to commencing wamkpublic projects. Most public contracts are sabjo termination at the election of
the government. In the event of termination, KC@ntled to receive the contract price on completerk and reimbursement of terminat
related costs. Credit risk with private owners isimized because of statutory mechanics liens, ivgige KCG high priority in the event of
lien foreclosures following financial difficultiesf private owners



The construction industry is highly competitive dadks firms with dominant market power. A subsimiortion of KCG's business involves
construction contracts obtained through competitiideling. The volume and profitability of KCG's @truction work depends to a signific:
extent upon the general state of the economiesiohait operates and the volume of work availabledntractors. KCG's construction
operations could be adversely affected by labgsiges or shortages, adverse weather conditioogagks of supplies, or other
governmental action.

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

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

Coal Sales Contracts

KDG's coal is sold primarily under long-term cowtsawith electric utilities, which burn coal in @dto generate steam to produce electricity.
A substantial portion of KDG's coal sales were mawider longterm contracts during 1996, 1995 and 1994. The irahea of KDG's sales a
made on the spot market where prices are subdtamtiaer than those in the long-term contracts.ths long-term contracts expire, a higher
proportion of KDG's sales will occur on the spotrked.

The coal industry is highly competitive. KDG comgehot only with other domestic and foreign coaldiers, some of whom are larger and
have greater capital resources than KDG, but aldoalternative methods of generating electricitg alternative energy sources. Many of
KDG's competitors are served by two railroads aloé, to the competition, often benefit from lowemtsportation costs than KDG which is
served by a single railroad. Additionally, many gmtitors have lower stripping ratios than KDG, oftesulting in lower comparative costs
production.

KDG is also required to comply with various fedesdhte and local laws concerning protection ofeheironment. KDG believes its
compliance with environmental protection and lagstoration laws will not affect its competitive i@ since its competitors are similarly
affected by such laws.

KDG and its mining ventures have entered into veriagreements with its customers which stipulaligety and payment terms for the sale
of coal. Prior to 1993, one of the primary custosrgferred receipt of certain commitments by pwsitttaundivided fractional interests in
coal reserves of KDG and the mining ventures. Utldearrangements, revenue was recognized whemaassheceived. The agreements
this customer were renegotiated in 1992. In acearéavith the renegotiated agreements, there wesales of interests in coal reserves
subsequent to January 1, 1993. KDG has the oldig&ti deliver the coal reserves to the customérarfuture if the customer exercises its
option. If the option is exercised, KDG presentitends to deliver coal from unaffiliated minesthie opinion of management, KDG has
sufficient coal reserves to cover the above salemtitments.

KDG's coal sales contracts are with several eteatility and industrial companies. In the evergttthese customers do not fulfill contractual
responsibilities, KDG would pursue the availablgdleremedies.

Telecommunications Revenue

C-TEC's most significant operating groups aredgtal telephone service and cable system operatibi&C's telephone network access
revenues are derived from net access chargesatel and settlement arrangements for trafficdhiginates or terminates within C-TEC's
local telephone company. Revenues from telephomices and basic and premium cable programmingaEnare recorded in the month the
service is provided.

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

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

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

Energy Generation and Distribution

KDG engages in the development, generation, digtah and supply of electricity to customers thrioogt the world. The international pov
markets are characterized by numerous strong grabt@competitors, many of which have more extenaivd more diversifie



developmental or operating experience and gremt@ndial resources than KDG.

The successful development, construction and dperaf international power projects is contingepbn, among other things, negotiation on
terms satisfactory to KDG of financing, engineeriagnstruction, fuel supply and power sales cotdraith other project participants, receipt
of governmental permits and consents and timelyeémpntation of construction. The future growth @® is dependent, in large part, upon
the demand for additional electrical generatingacity and its ability to obtain contracts to suppbyrtions of this capacity. There can be no
assurance that developmental efforts on any péatiguoject will be successful.

The financing and development of international @ct§ entail significant political and financialkssagainst which KDG may not be able to
insure. The uncertainty of the legal environmentértain foreign countries could make it more difft for KDG to enforce its rights under
agreements relating to the projects. KDG's intéonat projects may, in certain cases, be terminbyethe applicable foreign governments.

Depreciation and Amortization

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

In accordance with industry practice, certain tetape plant owned by C-TEC valued at $238 milliodepreciated based on the estimated
remaining lives of the various classes of deprdeipboperty and straight-line composite rates. W@perty is retired, the original cost, plus
cost of removal, less salvage, is charged to aclatadidepreciation.

Intangible Assets

Intangible assets primarily include amounts alledatpon purchase of existing operations, franclasessubscriber lists. These assets are
amortized on a straight-line basis over the exgeperiod of benefit, which does not exceed 40 years

The Company adopted statement of financial accogrdiandards No. 121 ("SFAS 121"), "Accountingtfe Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed i@f1996. The Company reviews the carrying amadimtangible assets for impairment
whenever events or changes in circumstances irdibat the carrying amount may not be recoverddémsurement of any impairment wo
include a comparison of estimated future operatagh flows anticipated to be generated duringehgaining life of the asset to the net
carrying value of the asset. No impairment losse&tbeen recognized by the Company pursuant to IRAS

Pension Plans

KDG maintains defined benefit plans primarily faghaging employees who retired prior to the diggosiof the packaging operations.
Benefits paid under the plans are based on yeamsreice for hourly employees and years of seraiwd rates of pay for salaried employees.

Through December 31, 1996, substantially all of =TS employees are included in a trusteed nontortiny defined benefit plan. Upon
retirement, employees are provided a monthly pernisased on length of service and compensation.

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

KDG follows the policy of providing an accrual ferclamation of mined properties, based on the astichcost of restoration of such
properties, in compliance with laws governing striming. It is at least reasonably possible thataktimated cost of restoration will be
revised in the near-term.

Foreign Currencies

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

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

Primary earnings per share of common stock have bemputed using the weighted average number oésluaitstanding during each yi



after giving effect to Class D stock options comsétl to be dilutive common stock equivalents. Fdilyted earnings per share have not been

presented because it is not materially differemtrfiprimary earnings per share. The number of shaed in computing earnings per share
were as follows:

1996 1995 1994
Class B&C 10,655,886 13,384,434 15,697,724
Class D 23,263,688 21,718,792 20,438,806

Income Taxes

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

Use of Estimates

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

Reclassifications

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

Fiscal Year

The Company's fiscal year ends on the last SaturdBgcember. There were 52 weeks in fiscal ye@86hnd 1995 and 53 weeks in the
fiscal year 1994.

C-TEC has a calendar fiscal year.
(2) Summarized Financial Information

A summary of the results of operations and findriaition for the Construction & Mining Group atlte Diversified Group follows. These
summaries were derived from the audited financ¢a@ksnents of the respective groups which are etghibithis Annual Report.

All significant intercompany accounts and trangatdi except those directly between the Constru&idining Group and the Diversified
Group, have been eliminated. Included within trsults of operations are mine management fees paidebDiversified Group to the
Construction and Mining Group of $24 million, after, in 1996 and $19 million, after-tax, in 199%al994.

(dollars in millions, except per share data) 19 96 1995 1994

Construction & Mining Group:

Results of Operations:

Revenue $ 2,286 $2,330 $2,175
Net earnings 108 104 77
Earnings per share 10.13 7.78 4.92
Financial Position:

Working capital $ 374 $ 248 $ 333
Total assets 1,036 977 963
Long-term debt, less current portion 12 9 9
Stockholders' equity 562 467 505

PETER KIEWIT SONS', INC.

Notes to Consolidated Financial Statements

(2) Summarized Financial Information (cont.)

(dollars in millions, except per share data) 1996 1995 1994

Diversified Group:



Results of Operations:

Revenue $ 652 $ 580 $ 537
Net earnings 113 140 33
Earnings per share 485 6.45 1.63
Financial Position:
Working capital $ 399 $ 741 $ 969
Total assets 2,523 2,488 3,537
Long-term debt, less current portion 320 361 899
Stockholders' equity 1,257 1,140 1,231

(3) Industry and Geographic Data

The Company operates primarily in four reportalelgnsents:

construction, coal mining, energy generation arsttithution, and telecommunications. Other primairigiudes KDG's information services
business, California Private Transportation Compary, ("CPTC"), the owner- operator of the SRILrumad in Southern California,
corporate expenses not attributable to a spe@fiment, and marketable securities. MFS is includdke 1994 telecommunications
identifiable assets, capital expenditures and aégtien and amortization balances.

Equity earnings is included due to the significaguity investments in the energy generation anlilgigion businesses.
A summary of the Company's operations by industiy geographic region is as follows:

KCG KDG

Industry Data Construc- Coal Telecom- Elimi- Comsg@lollars in millions) tion Mining Energy munidahs Other nations dated

1996
Revenue $ 2286 $234% - % 367 $ 51 $(34) $2,904
Operating Earnings 105 94 (2 31 (35) 39 232
Equity Earnings, net 8 - 14 @ © - 12
Identifiable Assets 1,036 387 649 1, 100 387 (11) 3,548
Capital Expenditures 72 2 - 87 28 - 189
Depreciation, Depletion

& Amortization 61 12 - 106 14 - 193

PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
(3) Industry and Geographic Data (cont.)

KCG KDG

Industry Data Construc- Coal Telecom- Elimi- Comsg@lollars in millions) tion Mining Energy munidahs Other nations dated

1995
Revenue $2,330 $216 $ - $ 3 25 $39 $ (43) $ 2,867
Operating Earnings 87 77 (2) 37 (67) 32 164
Equity Earnings,net 3 - 10 3 @ - 8
Identifiable Assets 977 368 356 11 43 621 (14) 3,451
Capital Expenditures 79 4 - 72 42 - 197
Depreciation, Depletion

& Amortization 56 7 - 81 8 - 152
1994
Revenue $ 2,175 $225 $-$ 2 91 $21 $(12) $ 2,700
Operating Earnings 59 76 - 27 (22) 29 169
Equity Earnings,net 2 - 5 - 4 - 3
Identifiable Assets 963 407 219 25 75 347 (7) 4,504
Capital Expenditures 76 3 - 4 26 56 (13) 548
Depreciation, Depletion

& Amortization 52 11 - 1 49 5 - 217

PETER KIEWIT SONS', INC.



Notes to Consolidated Financial Statements

(3) Industry and Geographic Data (cont.)

KCG KDG
Geographical Data Construc- Coal Telecom - Elimi- Consoli-
(dollars in millions) tion Mining Energy municati ons Other nations dated
1996
Revenue
United States $2,000 $234 $- $ 367 $51% (4 $2,648
Canada 175 - - - - - 175
Other 111 - - - - (30) 81
$2,286 $ 234 $- $ 367 $ 51 $(34) $2,904

Operating Earnings

United States $ 84 $ 94 $(3) $ 31 $(335) $39 $ 210
Canada 7 - - - - - 7
Other 14 -1 - - - 15
$105% 94 $(2) $ 31 $(35) $ 39 $ 232
Identifiable Assets
United States $ 924 $ 387 $323 $1,100 $387 $(11) $3,110
Canada 90 - - - - - 90
Other 22 - 326 - - - 348
$1,036 $ 387 $649 $1,100 $387 $(11) $3,548
1995
Revenue
United States $2,007 $ 216 $ - $ 325 $39 $(8) $2,579
Canada 237 - - - - - 237
Other 86 - - - - (35) 51
$2,330 $ 216 $ - $ 325 $ 39 $(43) $2,867
Operating Earnings
United States $ 70 $ 77% - $ 37 $(67) $ 32 $ 149
Canada 7 - - - - - 7
Other 10 - (2 - - - 8
$ 87% 77%(2) $ 37 $(67) $32 $ 164
Identifiable Assets
United States $ 867 $ 368 $260 $1,143 $621 $(14) $3,245
Canada 90 - - - - - 90
Other 20 - 96 - - - 116
$ 977 $ 368%$356 $1,143 $621 $(14) $3,451

PETER KIEWIT SONS', INC.

Notes to Consolidated Financial Statements

(3) Industry and Geographic Data (cont.)

KCG KDG

Geographical Data

Construc- Coal Telecom- Elimi- Consoli- (dollarsnmillions) tion Mining Energy munications Other inats dated

1994

Revenue
United States $1,915 $225 $ - $ 291 $21% (8)$2444



Canada 214 - - - - - 214
Other 6 - - - - (B 42

$2,175 $225 $ - $ 291 $ 21 $(12)$ 2,700

Operating Earnings

United States $ 45 $ 76 $ - $ 27 $(22) $29 $ 155
Canada 14 - - - - - 14
$ 59%$76%- % 27 $(22) $29 $ 169
Identifiable Assets
United States $ 834 $407 $219 $2,575 $347 $(7)$4,375
Canada 102 - - - - - 102
Other 27 - - - - - 27
$ 963 $407 $219 $2,575 $347 $(7)$ 4,504
(4) Investments
Investments consist of the following at December@®6 and December 30, 1995:
(dollars in millions) 1996 1995
KDG
CalEnergy Company Inc. $ 292 $ 218
CE Electric UK, plc (Note 5) 176 -
International energy projects 149 96
Equity securities (Note 8) 75 59
C-TEC investments:
Megacable S.A. de C.V. 74 77
Other 12 10
Other 28 10
KCG
ME Holding Inc. 33 29
Equity securities of Kinross Gold
Corporation (Note 8) 28 30
Other 30 20

In 1996, KDG exercised 1.5 million CalEnergy opBat a price of $9 per share and 3.3 million Catgyeptions at a price of $12 per share.
In addition, KDG converted its $66 million of 9.5@onvertible Subordinated Debentures into 3.6 milkbares of CalEnergy common stock.
At December 28, 1996, KDG owns 19.2 million share80% of CalEnergy's outstanding common stocktesla cumulative investment in
CalEnergy common stock of $292 million, $25 millionexcess of KDG's proportionate share of CalEyiergquity. The excess investment is
being amortized over 20 years. Equity earningsphgbodwill amortization, were $20 million, $10lidn and $5 million in 1996, 1995 and
1994, KDG also recognized investment income frofE@ergy debt securities of $4 million, $6 millionca$5 million in 1996, 1995 and
1994. CalEnergy common stock is traded on the Nevk Btock Exchange. On December 28, 1996, the maekee of KDG's investment in
CalEnergy common stock was $644 million.

KDG has 1 million options to purchase additionalEPeergy stock at a price of $11.625 per share whigtire in 2001.

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

Financial Position (dollars in millions) 1996 1995
Current assets $ 945 $ 418
Other assets 4,768 2,236
Total assets 5,713 2,654
Current liabilities 1,232 162
Other liabilities 3,301 1,948
Minority interest 299 -
Total liabilities 4,832 2,110

Net assets $ 881 $ 544




KDG's Share

Equity in net assets $ 267 $ 116
Goodwill 25 37
Convertible debentures - 65
Investment in CalEnergy $ 292 $ 218
Operations (dollars in millions) 1996 1995 1994
Revenue $ 57 6 $399 $ 186
Net income available to common stockholders 9 2 62 32
KDG's Share

Net Income 2 2 13 7
Goodwill Amortization ( 2) 3) 2)
Equity in net income of CalEnergy $ 2 0 $ 10 $ 5

In 1993, KDG and CalEnergy formed a venture to tlgvpower projects outside of the United Statesc&il993, construction has begun on
the Mahanagdong, Casecnan and Dieng power projgatsMahanagdong project is a 165 MW geothermalgpdacility located on the
Philippine island of Leyte. The Casecnan projeet t®mbined irrigation and 150 MW hydroelectric gowgeneration facility located on the
island of Luzon in the Philippines. Dieng Unit ld$5 MW geothermal facility on the Indonesiannsl@f Java. Up to three additional
facilities at Dieng are in development. The ventas® has conducted significant additional develepndrilling at the Patuha and Bali site
Indonesia, and continues to pursue power projgobipnities around the world. In 1996, KDG and QaE)y agreed to extend the power
project venture for another five years. KCG is eutly constructing the Mahanagdong and Dieng tesli

Generally, costs associated with the developmaran€ing and construction of the international gggrrojects have been capitalized by each
of the projects and will be amortized over the éfeeach project.

The following is summarized financial informatiaor the International energy projects:

Financial Position

(dollars in millions) Mahanagdong Casechan Dieng Other Total

1996

Current Assets $ 1 $ 441 $ 15 % 10 $ 467

Other Assets 239 51 118 36 444
Total Assets 240 492 133 46 911

Current Liabilities 15 9 24 11 59

Other Liabilities 153 372 35 - 560

Total Liabilities
(with recourse only

to the projects) 168 381 59 11 619
Net Assets $ 72 $ 111 $74 $ 35 $292
KDG's Share
Equity in Net Assets $ 36 $ 55 $36 $ 17 $144
Loan to Project - - 5 - 5

$ 36 $ 55 $41 $ 17 $149

Financial Position

(dollars in millions) Mahanagdong Casecnan Dieng Other Total

1995

Current Assets $ - $ 493 $ 3% 1 $497

Other Assets 148 8 18 3 177
Total Assets 148 501 21 4 674

Current Liabilities 15 7 6 1 29

Other Liabilities 79 371 - - 450

Total Liabilities



(with recourse only

to the projects) 94 378 6 1 479

Net Assets $ 54 $ 123 $ 15 $ 3 $195
KDG's Share

Equity in Net Assets $ 27 $ 61 $7 $1 %096

In late 1995, the Casecnan joint venture closeahfiing for the construction of the project with ienssued by the project company. The
difference between the interest expense on theatebthe interest earned on the unused funds forjpeyment of construction costs resulted
in a loss to the venture of $12 million and to KB3$6 million in 1996. No income or losses weredirred by the international projects in
1994 or 1995.

The Casecnan project is being constructed on &3oith several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC"),(together "Contractor") both of which éeuth Korean corporations. Hanbo Corporation an@€&&re under common ownership.
The contractors' obligations under the construatimmtract are guaranteed by Hanbo Iron & Steel GomwplLtd. ("Hanbo Steel"), a large
South Korean steel company. In addition, the caihtra obligations are secured by an unconditiamalyocable standby letter of credit
issued by Korea First Bank ("KFB") in the approxtmamount of $118 million. Hanbo Corporation, HE&@ Hanbo Steel have each filed
to seek bankruptcy protection in Korea and KFB&litrrating has been downgraded because of theasitiad loans it has made to Hanbo
Steel.

Casecnan has recently received confirmation fror@8@Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassumption that it will remain able to perfdutty its obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of credit

Casecnan is presently reviewing its rights, obiigest and potential remedies in respect of the itetbevelopments regarding the Contractor
and KFB and is presently unable to speculate &setaltimate effect of such developments on thee@aan project.

If Contractor were to materially fail to perforns ibbligations under the contract and if KFB weréaibto honor its obligations under the
Casecnan letter of credit, such actions could laaveterial adverse effect on the Casecnan prajestever, based on information available,
KDG does not currently believe its investment ipained.

Investments also include C-TEC's 40% interest igadbable S.A. de C.V., Mexico's second largest daldeision operator, and KCG's
investment in the electrical contractor, ME Holding., both accounted for using the equity method.

(5) Acquisitions

In 1996, CE Electric made an unsolicited $1.3 dmllbffer to acquire Northern Electric plc ("North#&, a regional electricity distribution and
supply company in the United Kingdom. CE Elects@ivned 70% by CalEnergy and 30% by KDG. As of Ddwer 24, CE Electric had
acquired a majority of Northern's shares. At Decen#8, 1996 KDG had invested $176 million in CEdale. The remaining funds
necessary for CE Electric to complete the acqoisitill be provided under a term loan and revolvimgdit facility.

CE Electric has accounted for the transaction@srehase and recorded goodwill of $397 million esenting the purchase price in excess of
the fair market value of the assets acquired. duelgill is being amortized over a 40 year period.

The following is summarized financial informatioh@E Electric as of December 31, 1996:

Financial Position (dollars in millions) 1996
Current assets $ 583
Other assets 1,772

Total assets 2,355
Current liabilities 785
Other liabilities 718
Preferred stock 153
Minority interest 112

Total liabilities 1,768

Net assets $ 587

KDG's equity in net assets $ 176



In March 1996, Kiewit Telecom Holding Inc. ("KTH"3 subsidiary of Kiewit Diversified Group Inc., en¢d into an asset purchase
agreement, along with other ancillary agreemenit$, biberty Cable Company, Inc. to purchase an 808rest in Freedom New York,
L.L.C. ("Freedom") for $27 million.Freedom providgsbscription television services using microwaegfiencies in New York City and
selected areas of New Jersey. In conjunction wstdecision to close discussions concerning treeafdls cable television unit and favorable
regulatory conditions due to the Telecommunicatidasof 1996, C-TEC purchased Freedom from KTH imgast 1996 essentially at KTH's
cost. The purchase price was allocated on the ba#ie fair value of property, plant and equipmamd identifiable intangible assets acqui
and liabilities assumed. C- TEC is also liabledprto $15 million of additional purchase price ifEBdom attains specified subscriber levels.
The contingent consideration is not included indhiginal purchase price or the fair value adjustitaend is accrued as it is earned.

CE Electric and Freedom's combined 1995 and 1986atipg results prior to the acquisitions weresighificant relative to the Company's
KDG's results after giving effect to certain prorfa adjustments related to the acquisitions, piilynenrcreased amortization and interest
expense.

(6) MFS Spin-off

In September 1995, the PKS Board of Directors api@ plan to make a tax-free distribution of it§ire ownership interest in MFS, to the
Class D stockholders (the "Spin-off") effective ®aptember 30, 1995.

PKS completed an exchange offer prior to the Sfifinvhereby 4,000,000 shares of Class B Stock amd<C Stock ("Class B&C") were
exchanged for 1,666,384 shares of Class D Stodkrams similar to those under which Class B&C Stoak be converted into Class D Stock
during the annual conversion period provided fathim Company's Certificate of Incorporation.

The conversion ratio used in the exchange was leadcliusing final 1994 stock prices adjusted f@5L6ividends.

After the exchange offer discussed above, shares distributed on the basis of approximately 1.3dares of MFS Common Stock and
approximately .651 shares of MFS Preferred Stoclkeéah share of outstanding Class D Stock.

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

Operating results of MFS through September 30, Eo@bfor fiscal 1994 are summarized as follows:

(dollars in millions) 1 995 1994

Revenue $ 412 $ 287
Loss from operations (176) (136)
Net loss (196) (151)
KDG's share of loss in MFS (131) (102)

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

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

In 1994, KDG settled a contingent purchase prigasichent resulting from MFS' 1990 purchase of Céickiber Optic Corporation ("CFO'
The former shareholders of CFO accepted MFS stomkiqusly held by KDG, valued at current marketps, as payment of the obligation.

The above transaction, along with the stock issesiby MFS for acquisitions and employee stock ogtioeduced KDG's ownership in MFS
to 67% and 66% at the end of 1994 and at SepteBthelr995. As a result, KDG recognized gains of $f#ion and $3 million in 1994 and
1995 representing the increase in its proportioshsge of MFS' equity. Deferred income taxes hahl@stablished on these gains prior tc
Spin-off.

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

Cash equivalents generally consist of funds invkstehe Kiewit Mutual Fund-Money Market Portfolamd highly liquid instruments
purchased with an original maturity of three mondh¢ess. The securities are stated at cost, wdpginoximates fair value.

Marketable Securities, Restricted Securities ang-current Investment



The Company has classified all marketable secsyitestricted securities and marketable non-cuineeistments not accounted for under the
equity method as available-fsele. Restricted securities primarily include irtw@nts in various portfolios of the Kiewit Mutualiid that ar
restricted by agreement to fund equity contribwgitminternational energy projects and certainamaattion liabilities of its coal mining
ventures. The amortized cost of the securities irsedmputing unrealized and realized gains anseess determined by specific
identification. Fair values are estimated baseduwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamaigonent of stockholders' equity, net of tax.

The following summarizes the amortized cost, urizedlholding gains and losses, and estimated &hireg of marketable securities, restric
securities and marketable non-current investmerideeember 28, 1996 and December 30, 1995.

Unrealized Unrealized
Amortized Holding Holding Fair
(dollars in millions) Cost  Gains Losses Value
1996
Kiewit Mutual Fund:
Short-term government $ 122 $ - $ - $ 122
Intermediate term bond 75 2 - 77
Tax exempt 135 2 - 137
Equity 5 2 - 7
U.S. debt securities 13 - - 13
Corporate debt securities
(held by C-TEC) 47 - - 47
Collateralized mortgage
obligations - 1 - 1
Other securities 20 2 - 22
$ 417 $ 9 $ - $ 426
Restricted Securities:
Kiewit Mutual Fund:
Short-term government $ 8 $ - $ - $ 8
Intermediate term bond 8 - - 8
Equity 7 2 - 9
$ 23 % 2 $ - $ 25

Non-current Investments:
Equity securities $ 79 % 26 $ (2 $ 103

PETER KIEWIT SONS', INC.

Notes to Consolidated Financial Statements

(8) Disclosures about Fair Value of Financial lastents (cont.)

Unrealized Unrealized
Amortized Holding Holding Fair
(dollars in millions) Cost  Gains Losses Value
1995
Kiewit Mutual Fund:
Short-term government $106 $ 2 $ - $ 108
Intermediate term bond 82 5 - 87
Tax exempt 138 4 - 142
Equity 4 1 - 5
U.S. debt securities 15 - - 15
Federal agency securities
(held by C-TEC) 8 - - 8
Municipal debt securities 1 - - 1
Corporate debt securities
(held by C-TEC) 113 - - 113
Collateralized mortgage
obligations - 2 - 2
Other securities 21 - - 21
$ 488 $ 14 $ - $502

Restricted Securities:

Kiewit Mutual Fund:
Short-term government $ 15 $ - $ - $15
Intermediate term bond 7 - - 7



Equity 6 1 - 7
Municipal debt securities 1 - - 1

Non-current Investments:
Equity securities $ 76 $ 13 $ - $89

Other securities primarily include bonds issuedh®s/Casecnan project and purchased by KDG.

For debt securities, amortized costs do not vaygiicantly from principal amounts. Realized gaarsl losses on sales of marketable and
equity securities were $3 million and $- millioni896, $1 million and $3 million in 1995 and $2 linih and $18 million in 1994.

At December 28, 1996 the contractual maturitiehefdebt securities are as follows:

(dollars in millions) Amortized Cos t Fair Value
U.S. debt securities:
Less than 1 year $ 2 $ 2
1-5 years 11 11
$ 13 $ 13

Corporate debt securities:
1-5 years $ 47 $ 47

Other securities:
5-10 years $ 20 $ 22

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

Long-term Debt

The fair value of debt was estimated using theeimemtal borrowing rates of the Company for delihefsame remaining maturities. With
exception of C-TEC, the fair value of debt approaies the carrying amount. C-TEC's Senior Securegds\and the Credit Agreement with
National Bank for Cooperatives have an aggregateddue of $251 million (See Note 1:

(9) Retainage on Construction Contracts

Receivables at December 28, 1996 and Decembe®96,iticlude approximately $139 million and $111limil of retainage on uncompleted
projects, the majority of which is expected to bélected within one year. Included in the retainag®unts are $53 million and $61 million
of securities which are being held by the ownergasfous construction projects in lieu of retainaglkeese securities are carried at fair value
which is determined based on quoted market primethé securities on hand or for similar investraeNtet unrealized holding gains and
losses, if any, are included as a separate compohstockholders' equity, net of tax.

(10) Investment in Construction Joint Ventures

KCG has entered into a number of construction je@mture arrangements. Under these arrangementss ¥enturer is financially unable to
bear its share of the costs, the other venturdfbairequired to pay those costs.

Summary joint venture financial information follows

Financial Position (dollars in millions) 1996 1995

Total Joint Ventures

Current assets $ 435 $ 655

Other assets (principally construction equipment) 47 52
482 707

Current liabilities (347) (584)

Net assets $ 135 $ 123



KCG's Share

Equity in net assets $ 73 $ 67
Receivable from joint ventures 18 6
Investment in construction joint ventures $ 91 $ 73
PETER KIEWIT SONS', INC.
Notes to Consolidated Financial Statements
(10) Investment in Construction Joint Ventures {gon
Operations (dollars in millions) 1996 1995 1994
Total Joint Ventures
Revenue $ 1,370 $ 1,211 $ 1,034
Costs 1,201 1,108 937
Operating income $ 169 $ 103 $ 97
KCG's Share
Revenue $ 689 $ 691 $ 523
Costs 619 622 473
Operating income $ 70 $ 69% 50
(11) Intangible Assets
Intangible assets consist of the following at Deben®8, 1996 and December 30, 1995:
(dollars in millions) 1 996 1995
C-TEC:
Goodwill $ 198 $ 199
Franchises and subscriber lists 229 224
Other 34 96
CPTC intangibles and other 40 39
501 558
Less accumulated amortization (133) (171)
$ 368 $ 387
(12) Long-Term Debt
At December 28, 1996 and December 30, 1995, lomg-tkebt was as follows:
(dollars in millions) 1996 1995
Telecommunications
C-TEC Long-term Debt (with recourse only to C-TEC)
Credit Agreement - National Bank for Cooperatives
(7.51% due 2009) $ 110 $ 119
Senior Secured Notes
(9.65% due 1999) 134 150
Term Credit Agreement - Morgan Guaranty Trust Com pany
(7% due 2002) 18 19
Promissory Note - Twin County Acquisition - 4
Revolving Credit Agreements and Other - 8
262 300

Other



CPTC Long-term Debt (with recourse only to CPTC):

Bank Note
(7.7% due 2008) 65 51
Institutional Note
(9.45% due 2017) 35 35
OCTA Debt
(9.0% due 2006) 6 6
Subordinated Debt
(9.5% No Maturity) 2

108 92

Other Long-term Debt:
9.6% to 11.1% Notes to former stockholders

due 1999-2001 3 6
6.25% to 8.75% Convertible debentures
due 2002-2006 10 8
Other 6 6
19 20
389 412
Less current portion (57) (42
$ 332 $ 370

Telecommunications.

In March 1994, C-TEC's telephone group enteredara35 million Credit Agreement with the NatioBaink for Cooperatives. The funds
were used to prepay outstanding borrowings witlouaragencies of the U.S. government. Substantidllihe assets of C-TEC's telephone
group are subject to liens under this Credit Agrestnin addition, the telephone group is restriétedth paying dividends in excess of the
prior years net income.

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

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

In connection with the acquisition of Twin Countyafis Video, Inc. in 1995, C-TEC Cable Systems, lmevholly owned subsidiary of C-
TEC, issued a $4 million 5% promissory note. Theeweas unsecured. In September 1996, the note aveelted in settlement of certain
purchase price adjustments.

C-TEC's cable group had Revolving Credit agreemehisiwwere collateralized by a pledge of the staicthe cable group subsidiaries wh
expired in December 1996.

Other.

In August 1996, CPTC converted its constructiomrficing note into a term note with a consortiumaniks (Bank Debt). The interest rate on
the Bank Debt is based on LIBOR plus a varying véth interest payable quarterly. Upon completidthe toll road, CPTC entered into an
interest rate swap arrangement with the same pafittee swap expires in January 2004 and has anlyimgeinterest rate of 6.96%.

The institutional note is with Connecticut Gendrifé Insurance Company, a subsidiary of CIGNA Cogtion. The note converted into a
term loan upon completion of the toll road.

Substantially all the assets of CPTC and the pegtequity interest in CPTC secure the term debt.

Orange County Transportation Authority holds $6lionil of subordinated debt which is due in varyimyaants over 10 years. Interest accrues
at 9% and is payable quarterly beginning in 2000.

The remaining subordinated debt was incurred in 1886 to facilitate the completion of the projelthe debt is payable to the partners and is
generally subordinated to all other debt of CPTerest on the subordinated debt compounds anraizdiy% and is payable only as CPTC
generates excess cash flo'



CPTC capitalized interest of $5 million, $7 milliamd $4 million in 1996, 1995 and 1994.

The PKS convertible debentures are convertiblengu@ctober of the fifth year preceding their magudate. Each annual series may be

redeemed in its entirety prior to the due date pixdaring the conversion period. Debentures werveded into 59,935 and 12,594 shares of

Class C common stock and 69,022 and 12,594 shaf&ass D common stock in 1995 and 1994. As patthefexchange offer completed
prior to the MFS Spin-off, all holders of 1991 dab&es and 1993 Class D debentures converteddbkéntures into Class C and Class D
common stock. At December 28, 1996, 436,833 stadr€éass C common stock are reserved for futurezexsions.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997 - $57; 1998605 1999 - $62; 2000 - $18 and $19 in
2001.

(13) Income Taxes

An analysis of the income tax (provision) beneéfdre minority interest for the three years endeddnber 28, 1996 follows:

(dollars in millions) 1 996 1995 1994
Current:
U.S. federal $ ( 126) $ (127) $ (54)
Foreign 9 - (o
State a7n (9 (5
( 152) (136) (69)
Deferred:
U.S. federal 68 146 27
Foreign 3 @ 5
State 3 5 8
68 147 40
$ (84) $ 11 $(29)

The United States and foreign components of easnifiog tax reporting purposes, before equity losBIFS (recorded net of tax), minority
interest and income taxes follows:

(dollars in millions) 199 6 1995 1994
United States $ 284 $ 370 $ 224
Foreign 21 6 16

$ 305 $ 376 $ 240

A reconciliation of the actual income tax (provigjdenefit and the tax computed by applying the. fe8eral rate (35%) to the earnings
before equity loss in MFS (recorded net of taxanity interest and income taxes for the three yeaded December 28, 1996 follows:

(dollars in millions) 1996 1995 1994
Computed tax at statutory rate $ (107) $ (132) $ (84)
State income taxes 9) (8) 3)
Depletion 4 3 4
Dividend exclusion 3 - 3
Tax exempt interest 2 3 4
Prior year tax adjustments 40 56 54
MFS deferred tax - 93 -
Goodwill amortization 5) 4) 2)
Taxes on foreign operations (5) - -
Other (@) - (5)

$ (84) $ 11 $ (29)

During the three years ended December 28, 1996&;dhepany settled a number of disputed issues tetatprior years that have been
included in prior year tax adjustments.

The Company files a consolidated federal incomeeturn including its domestic subsidiaries asvedid by the Internal Revenue Code.
Possible taxes, beyond those provided on remittaotandistributed earnings of foreign subsidigrae not expected to be material.

The components of the net deferred tax liabiliteeghe years ended December 28, 1996 and Dece30ha®95 were as follow



(dollars in millions) 1 996 1995
Deferred tax liabilities:

Investments in securities $ 19 $ 15
Investments in joint ventures 16 25
Investments in subsidiaries 15 10
Asset bases - accumulated depreciation 226 257
Coal sales 15 42
Other 26 21
Total deferred tax liabilities 317 370
Deferred tax assets:
Construction accounting 15 3
Insurance claims 34 33
Compensation - retirement benefits 35 32
Provision for estimated expenses 28 24
Net operating losses of subsidiaries 8 5
Foreign and general business tax credits 61 59
Alternative minimum tax credits 16 20
Other 24 30
Valuation allowance (8) (6)
Total deferred tax assets 213 200
Net deferred tax liabilities $ 104 $170

(14) Employee Benefit Plans

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

KDG's defined benefit pension plans cover primaudgkaging employees who retired prior to the digimn of the packaging operations.
The income (expense) related to these plans wasxipmtely $1 million, ($7) million and ($1) millimin 1996, 1995 and 1994. The accrued
pension liability associated with the plan is nghfficant at December 28, 1996 and December 39519

C-TEC maintains a separate defined benefit plasdbstantially all of its employees. The prepaidgien cost and expense related to this
plan is not significant at December 28, 1996 anddbwber 30, 1995, and for the three years endednilme?8, 1996.

Effective December 31, 1996, C-TEC will no longecraie benefits under the defined benefit pensian fidr employees other than those
consisting primarily of the telephone group. Theptayees will become fully vested in their benefitaied through that date. C-TEC
recognized a curtailment gain of approximately $4ion which primarily resulted from the reductiaf the projected benefit obligation.

The Company also had a long-term incentive plansisting of stock appreciation rights, for certamployees. This plan concluded in 1994.
The expense related to this plan was $2 millioh9d84.

Substantially all employees of the Company, with ¢lxception of C-TEC employees, are covered utdeCbmpany's profit sharing plans.
The expense related to these plans were $3 mitid®96 and 1995 and $2 million in 1994.

(15) Postretirement Benefits

In addition to providing pension and other suppletakebenefits, KDG provides certain health care l#ednsurance benefits primarily for
packaging employees who retired prior to the digjposof certain packaging operations and C-TEC leyges who retired prior to 1993.
Employees become eligible for these benefits i tiieet minimum age and service requirements tielf aigree to contribute a portion of the
cost. These benefits have not been funded.

In March 1995, KDG settled its liability with resgigo certain postretirement life insurance besefihe Company purchased insurance
coverage from a third party insurance company pareximately $14 million to be paid over seven pedhe settlement did not have a
material impact on KDG's financial position, resuwf operations or cash flows.

The net periodic costs for health care benefitevess than $1 million in 1996 and 1995 and $lianilin 1994. In all years, the costs related
primarily to interest on accumulated benefits.

The accrued postretirement benefit liability, priityafor packaging employees who retired prior e tdisposition of the packaging operatir
as of December 28, 1996 was as follows:

Health
(dollars in millions) Insurance



Retirees $ 30
Fully eligible active plan participants -
Other active plan participants -

Total accumulated postretirement benefit obligatio n 30
Unrecognized prior service cost 17
Unrecognized net loss 5)
Accrued postretirement benefit liability $ 42

The unrecognized prior service cost resulted freniain modifications to the postretirement bengtin for packaging employees which
reduced the accumulated postretirement benefigatiin. KDG may make additional modifications ie flature.

A 7.7% increase in the cost of covered health bareefits was assumed for fiscal 1997. This ratsssimed to gradually decline to 6.2% in
the year 2020 and remain at that level thereaftd2 increase in the health care trend rate wauldsiase the accumulated postretirement
benefit obligation ("APBO") by $1 million at yeane 1996. The weighted average discount rate usddtermining the APBO was 7.5%.

(16) Stockholders' Equity

Class B and Class C shares can be issued onlyrmp&ty employees and can be resold only to the Coyngisa formula price based on the
book value of the Construction & Mining Group. TGempany is generally required to repurchase ClaasdBClass C shares for cash upon
stockholder demand. Class D shares have a formigka fpased on the book value of the Diversifieduprorhe Company must generally
repurchase Class D shares for cash upon stockhidaeand at the formula price, unless the Classdbestbecome publicly traded. Class D
shares are not subject to ownership or transfénictsns. However, almost all Class D shares @&id by employees and former employees.
For the three years ended December 28, 1996, isss@md repurchases of common shares, includingecgions, were as follows:

ClassB ClassC Class D
Common Common Common
Stock  Stock Stock
Shares issued in 1994 - 1,018,14 4 777,556
Shares repurchased in 1994 180,000 2,247,18 6 396,684
Shares issued in 1995 - 1,021,87 5 2,675,553
Shares repurchased in 1995 736,932 5,492,00 2 42,147
Shares issued in 1996 - 896,64 0 410,485
Shares repurchased in 1996 - 770,36 8 255,216

(17) Class D Stock Plan

Under the 1995 Class D Stock Plan ("the Plan")Gbmpany may grant stock options, stock appredciatights or other benefits of up to 1
million shares of Class D Common Stock ("Sharesf)rdj the ten year term of the plan. The Company nw grant more than 500,000
Shares in any two year period and may not granoaeyparticipant more than 200,000 Shares. Stottkrgomust have an exercise price that
is not less than the fair market value of the Sharethe grant date and become exercisable at @ff@0% per year over a five year period.
Stock options expire if not exercised within termsgefrom the date of grant. Grants of 1995 optisase conditioned upon approval of the
Plan by PKS shareholders which was obtained in 1906.

Transactions involving stock options granted urilerPlan are summarized as follows:

Optio n Price  Weighted Avg
Shares Per Share  Option Price

Balance December 31, 1994 - $ - $ -
Options Granted 268,000 40.40 40.40
Options Cancelled - - -

Options Exercised - - -
Balance December 30, 1995 268,000 $ 40.40 $ 40.40
Options Granted 179,000 $ 49.50 $49.50
Options Cancelled (3,000) 40.40 40.40
Options Exercised - - -
Balance December 28, 1996 444,000 $40.40 - $ 49.50 $ 44.07

Options exercisable
December 30, 1995 - $ - $ -



December 28, 1996 53,000 40.40 40.40

The weighted average remaining life for the 444,6ptons outstanding on December 28, 1996 is S%dsye

The Company has elected to adopt only the requiiszlosure provisions and not the optional expeasegnition provisions under Statement
of Financial Accounting Standards No. 123, "Accaumfor Stock-Based Compensation”, that establishédr value method of accounting
for stock options and other equity instruments. Etmpensation cost for 1996 and 1995 that woule Heeen recognized in the consolidated
statements of earnings if the fair value based atettad been applied to the grants of options nmad®96 and 1995 is not material.

(18) Fair Value of Financial Instruments.

The estimated fair value of the Company's finanicistruments are as follows:

(dollars in millions) 1996 1995
Carrying Fair Carrying Fair
Amount Value Amount  Value

Cash and cash equivalents (Note 8) $ 320 $ 32 0 $ 457 $ 457

Marketable securities (Note 8) 426 42 6 502 502

Restricted securities (Note 8) 25 2 5 30 30

Escrowed securities in lieu of

retainage (Note 9) 53 5 3 61 61

Investment in equity securities

including CalEnergy (Notes 4 and 8) 395 74 7 242 300
CalEnergy convertible debenture - - 65 65
Long-term debt (Notes 8 and 12) 389 39 6 412 428

(19) Other Matters

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class DkSta a major securities exchange or
the NASDAQ National Market as soon as practicalrdpf998. The Board does not foresee circumstameesr which PKS would list the
Class D Stock prior to 1998. The Board believes a@hating will provide PKS with a capital strucéumore suitable for the further
development of KDG's business plan. It would alsavigle liquidity for Class D shareholders withontpairing PKS' capital base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionulebbe in the best interests of all PKS' sharehrslde addition, PKS' ability to list Class D
Stock will be subject to factors beyond its continetluding the laws, regulations, and listing #itity criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotimpdelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordaatee additional capital for KDG. Such an offeromuld delay or alter the listing plan.

Class C shareholders are currently able to cortieit shares into Class D Stock pursuant to the gamy's Certificate of Incorporation. If
such listing occurs, Class C shareholders will ioom to be able to convert their shares into Clastock. However, the Company will not be
obligated to repurchase Class D shares.

In 1994, several former shareholders of a subgidifMFS filed a lawsuit against MFS, KDG and théet executive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 940-381. Plaintiffs allege that MFS fraudulently coalesl materia
information from them, causing them to sell théiaies of the subsidiary to MFS at an inadequate pfihe lawsuit was settled in July, 1996.
KDG had previously agreed to indemnify MFS anddhief executive officer against any liabilitiessanig from this lawsuit. The settlement,
net of reserves established, did not materiallga@fKDG's financial position, results of operati@ancash flows.

In June 1995, KCG exchanged its interest in a whmlned subsidiary involved in gold mining actiesifor 4,000,000 common shares of
Kinross Gold Corporation, a publicly traded corgimna

KCG recognized a $21 million pre-tax gain on thet@nge based on the difference between the boak wélthe subsidiary and the fair
market value of the Kinross stock on the date efttansaction. This gain is included in other ineasn the consolidated statements of
earnings.

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

The Company is involved in various other lawsuitajms and regulatory proceedings incidental tiitsiness. Management believes that
resulting liability, beyond that provided, shouldtmaterially affect the Company's financial pasitifuture results of operations or future
cash flows



In many pending proceedings, the Company is omeioferous defendants who may be "potentially resptnparties” liable for the cleanup
of hazardous substances deposited in landfilldtwrcsites. The Company has established resencewé its probable liabilities for
environmental cases and believes that any additiadmities will not materially affect the Compstis financial condition, future results of
operations or future cash flows.

It is customary in the Company's industries towe@us financial instruments in the normal cowtbusiness. These instruments include
items such as letters of credit. Letters of craditconditional commitments issued on behalf ofGbenpany in accordance with specified
terms and conditions. As of December 28, 1996Chmpany had outstanding letters of credit of apipnaxely $125 million.

The Company leases various buildings and equiponasfeer both operating and capital leases. Minimumeatgpayments on buildings and
equipment subject to noncancelable operating ledis®sg the next 24 years aggregate $68 million.

(20) Subsequent Events

In January 1997, approximately 1.7 million share€lass B&C Stock, with a redemption value of $7illion, were converted into 1.3
million shares of Class D Stock.

In February 1997, KDG purchased an office buildm@urora, Colorado for $21 million. By investing ieal estate, the Company is able to
defer $40 million of the taxable gain with respexcthe Whitney Benefits settlement. KDG may makditt@hal real estate investments in
1997 to defer the balance.

Also in February 1997, C-TEC announced a plan pausge its operations along business lines inteteeparate, publicly traded companies:
CTCao, containing the local telephone group andedlangineering business;
C-TEC Michigan, containing the cable television igens in Michigan; and

RCN Corporation, which will consist of RCN Telec@arvices; cable television operations in New Yotk Jersey, and Pennsylvania; and
the investment in Megacable S.A. de C.V., a capkrator in Mexico. RCN Telecom Services is a previof packaged local and long
distance telephone, video, and internet accesgesrprovided over fiber optic networks to resididitustomers in Boston and New York
City.

The restructuring will permit investors and theafiigcial market to better understand and evaluat&C'dvarious businesses. In addition, the
restructuring will allow C-TEC to raise capital fitre future expansion of the RCN business on mificent terms.

The plan is contingent upon receipt of a privateeteuling from the Internal Revenue Service regay the tax-free nature of the spin-off, the
receipt of other regulatory approvals, and certdlirer conditions. If the reorganization and spifsafccur, KDG will own less than 50% of
the outstanding shares and voting rights of eatityeand will account for each entity using the #guethod.

The following is financial information of PKS hadTEC been accounted for utilizing the equity methothe consolidated financial
statements as of December 28, 1996 and Decemb&B38,and for the three years ended December 28, 19

(dollars in millions) 1 996 1995
Assets
Current Assets:

Cash and cash equivalents $ 244 $ 408
Marketable securities 379 382
Restricted securities 25 30
Receivables, less allowance of $17 and $10 315 343
Costs and earnings in excess of billings

on uncompleted contracts 80 78
Investment in construction joint ventures 91 73
Deferred income taxes 49 57
Other 32 33
Total Current Assets 1 ,215 1,404
Property, Plant and Equipment, net 339 328
Investments 1 ,166 823
Intangible Assets, net 38 38
Other Assets 47 76

$2 ,805 $ 2,669

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 197 $ 212
Short-term borrowings - 45



Current portion of long-term debt 2 6
Accrued costs and billings in excess of revenue

on uncompleted contracts 112 111
Accrued insurance costs 81 79
Other 71 75
Total Current Liabilities 463 528
Long-Term Debt, less current portion 125 106
Deferred Income Taxes 62 125
Retirement Benefits 45 51
Accrued Reclamation Costs 99 100
Other Liabilities 188 144
Minority Interest 4 8
Total Stockholders' Equity 1 ,819 1,607

$2 ,805 $ 2,669

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

(20) Subsequent Events (cont.)

(dollars in millions) 19 96 1995 1994
Revenue $ 2, 567 $ 2,577 $ 2,413

Cost of Revenue (2, 192) (2,249) (2,119)

375 328 294

General and Administrative Expenses ( 174) (201) (152)
Operating Earnings 201 127 142
Other Income (Expense):

Equity Earnings, net 8 20 4)
Investment Income, net 58 52 28
Interest Expense, net 9) 3) (5)
Gain on Subsidiary's Stock Transactions, net - 3 54
Other, net 31 154 21

Equity Loss in MFS - (131) (102)
Earnings Before Income Tax;;;nd N
Minority Interest 289 222 134
Income Tax (Provision) Benefit (70) 22 (24)
Minority Interest in Net Loss of Subsidiaries 2 - -
NetEarnings $ 221 $244$ 110

On March 21, C-TEC paid the minority shareholddrSreedom $15 million for the contingent considenatutlined in the original purchase
agreement (Note 5) and $15 million to acquire #maaining minority interest of Freedom. These am®will be allocated to goodwill and &
expected to be amortized over a period of approm#® years. C-TEC also paid $10 million to teratea marketing services agreement
with the former minority shareholders of FreedomT'EXC will charge this amount to operations for thearter ended March 31, 1997.

On March 26, 1997, a KCG sponsored constructiart mgnture was awarded a $1.3 billion contracetmnstruct Interstate 1-15 through the
Salt Lake City region. The project is being undegtain preparation for the 2002 Olympic Games. KCBare of this project is
approximately $700 million.

SCHEDULE II
PETER KIEWIT SONS', INC. AND SUBSIDIARIES

Valuation and Qualifying Accounts and Reserves

Additions Amounts



Balance Charged to Charged Balance

Beginning Costs and to End of
(dollars in millions) of Period Expenses Reserves Other Period
Year ended December 28, 1996

Allowance for doubtful

trade accounts $ 12 $ 13 $ 5) %$ - $2
Reserves:
Insurance claims 79 22 (20) - 81
Retirement benefits 54 - (6) - 48

Year ended December 30, 1995

Allowance for doubtful

trade accounts $ 9 $ 5 $ 2 $ - $12
Reserves:
Insurance claims 75 18 (14) - 79
Retirement benefits 67 3 (2) (14 54

Year ended December 31, 1994

Allowance for doubtful

trade accounts $ 7 $ 5 $ 3 $ - $9
Reserves:
Insurance claims 67 19 (11) - 75
Retirement benefits 71 2 (6) - 67

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



Peter Kiewit Sons', Inc.

Calculation of Earnings per share

For the three years ended December 28, 1996
(dollars in thousands except per share data)

Class C Stoc
1996 1995
Actual weighted shares

outstanding for the period 10,655,886 13,384,434

Dilutive stock options using

average market price - -
Total number of shares

used to compute

primary earnings

per share 10,655,886 13,384,434

Additional dilutive stock
options using ending
market price - -

Additional dilutive shares
assuming conversion of

convertible debentures 370,159 311,622

Total number of shares

used to compute fully

diluted earnings

per share 11,026,045 13,696,056

Net income available
to common
shareholders $ 107,917 $ 104,079

Add: Interest expense,

net of tax effect

associated with

convertible debentures 402 282

Net income for fully
diluted shares $ 108,319 $ 104,361

Primary earnings
per share $ 1013 $ 7.78

Fully diluted earnings
per share* $ 982 $ 762

*Fully diluted earnings per share for Class C Stimck996 varies less than 3% from primary earnimgsshare prior to roundin

Exhibit 11

(c>
k Class D Stock
1994 1996 1995 1994

15,697,724 23,201,190 21,718,792 20,438,806

- 62,498 - -

15,697,724 23,263,688 21,718,792 20,438,806

- 10,087 - -

230,576 - 51,420 83,711

15,928,300 23,273,775 21,770,212 20,522,517

$ 77,204 $ 112,802 $ 140,099 $ 33,313

164 - 93 163

$ 77,368 $ 112,802 $ 140,192 $ 33,476

$ 492% 485 $ 645 $ 1.63

$ 486 $ 485 $ 644 $ 1.63




EXHIBIT 21

LIST OF SUBSIDIARIES
OF
PETER KIEWIT SONS', INC.
DECEMBER 28, 1996

Peter Kiewit Sons', Inc. (Delaware)

Kiewit Construction Group Inc. (Delaware) Kiewit @struction Company (Delaware) Kiewit Industrial @Delaware) Kiewit Pacific Co.
(Delaware) Kiewit Mining Group Inc. (Delaware) KigWestern Co. (Delaware) Gilbert Southern CorpeléWare)

Kiewit Diversified Group Inc. (Delaware) PKS Infoation Services, Inc. (Delaware) Kiewit Diversifieldldings Inc. (Delaware) Continen:
Holdings Inc. (Wyoming) CCC Canada Holding, Ince{(@vare) Continental Kiewit Inc. (Delaware) Kiewihergy Group Inc. (Delaware)
Kiewit Coal Properties Inc. (Delaware) Black Buzteal Company (50%) (joint venture) Decker Coal Camp(50%) (joint venture) Kiewit
Energy Company (Delaware) CalEnergy Company, B@%) (Delaware) Kiewit Energy International (Bermaydltd. (Bermuda) Kiewit
Energy U.K. Inc. (Delaware) CE Electric UK Holdin¢g0%) (U.K.) CE Electric UK plc (U.K.) Northern &ttric plc (51%) (U.K.) Peter
Kiewit Sons' Co. (Nebraska) Kiewit Telecom Holdirgs. (90%) (Delaware) C-TEC Corporation (50%) (Reyivania) Commonwealth
Telephone Company (Pennsylvania) C-TEC Cable Systkro. (Delaware)

The subsidiaries listed above include "significantbsidiaries as defined in Rul-02(w) of Regulation -X, and certain other subsidiari



ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-K for the period egddecember 28, 1996 and is
qualified in its entirety by reference to such finel statements.

MULTIPLIER: 1,000,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 28 199
PERIOD END DEC 28 199
CASH 32C
SECURITIES 451
RECEIVABLES 377
ALLOWANCES 20
INVENTORY 18
CURRENT ASSET 1,40¢
PP&E 1,581
DEPRECIATION 774
TOTAL ASSETS 3,54¢
CURRENT LIABILITIES 631
BONDS 332
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 2
OTHER SE 1,801
TOTAL LIABILITY AND EQUITY 3,54¢
SALES 2,49(
TOTAL REVENUES 2,90¢
CGS 2,12¢
TOTAL COSTS 2,41z
OTHER EXPENSE! 232
LOSS PROVISION 0
INTEREST EXPENSE 37
INCOME PRETAX 30¢
INCOME TAX 84
INCOME CONTINUING 221
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 221
EPS PRIMARY $10.13!
EPS DILUTED $10.13!

1$10.13 represents Class C Stock earnings per sblaiss D Stock earnings per share; $
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KIEWIT CONSTRUCTION & MINING GROUP

Kiewit Construction Group Inc. ("KCG") is primarilgngaged in the construction business. KCG is dlwbwned subsidiary of Peter Kiewit
Sons', Inc. ("PKS"). KCG is a Delaware corporationmed in 1985. PKS is a Delaware corporation fainme1941. Both have principal
offices in Omaha, Nebraska. PKS has two princifsdses of common stock, Class C Construction & ijrieroup stock and Class D
Diversified Group stock. The value of each cladgleed to the separate operations of each Grongewuterms of PKS' charter (see "Market
for Common Equity and Related Stockholder Matteedbw). All Class C shares and most Class D steeeswned by current employees of
PKS; almost all of the remaining Class D shareoanmeed by former employees and family members.

Additional financial information about the consttioo segment, including revenue, operating earniimgntifiable assets, capital expenditt
and depreciation, depletion and amortization, dsageforeign operations information, is contaimedNote 3 to Kiewit Construction &
Mining Group's financial statements.

KIEWIT CONSTRUCTION GROUP
CONSTRUCTION OPERATIONS

The construction business is conducted by operatibgidiaries of Kiewit Construction Group Inc. l{ectively, "KCG"). KCG and its joint
ventures perform construction services for a bmaadje of public and private customers primarilyhie United States and Canada. New
contract awards during 1996 were distributed antbedollowing construction markets:

transportation (including highways, bridges, aitpprailroads, and mass transit) -- 45%, dams asérvoirs -- 17%, commercial buildings --
16%, sewage and waste disposal -- 12%, power, twaling - 4%, water supply -- 2%, and mining --.2%

As a general contractor, KCG is responsible foraberall direction and management of constructimjgets and for completion of each
contract in accordance with terms, plans, and fipations. KCG plans and schedules the projects;yres materials, hires workers as
needed, and awards subcontracts. KCG generallyresquerformance and payment bonds or other assesari operational capability and
financial capacity from its subcontractors.

Contract Types. KCG's public contracts generaltyjate for the payment of a fixed price for the woetformed. Profit is realized on the
difference between the contract price and the ctst of construction, and the contractor beagsrigk that it may not be able to perform all
the work for the specified amount. Constructiontcacts generally provide for progress payments @& completed, with a retainage to be
paid when performance is substantially completes@oction contracts frequently contain penaltiebguidated damages for late complet
and infrequently provide bonuses for early completKCG's private contracts are of three typesdigrice, guaranteed maximum, and cost
plus. Under a "guaranteed maximum®" contract, theractor and owner share in savings if costs a®tlean the maximum price. Under a
"cost plus" contract, the contractor is reimburi@dts costs and also receives a flat fee or @fesed on a percentage of its costs.

Government Contracts. Public contracts accounted@3®6 of the combined prices of contracts awarded@G during 1996. Most of the:



contracts were awarded by government and qg@agernment units under fixed price contracts aftenpetitive bidding. Most public contra
are subject to termination at the election of theegnment. In the event of termination, the contrais entitled to receive the contract price
completed work and payment of termination relatest

Backlog. At the end of 1996, KCG had backlog (apéted revenue from uncompleted contracts) of $#li®n, an increase from $2.0 billion
at the end of 1995. Of current backlog, $700 milli® not expected to be completed during 1997 9861KCG was low bidder on 284 jobs
with total contract prices of $1.8 billion, an azge price of $6.4 million per job. There were 1%/meojects with contract prices over $25
million, accounting for 45% of the successful balume.

Competition. A contractor's competitive positiorbesed primarily on its prices for constructionvésss and its reputation for quality,
timeliness, experience, and financial strength. ddrestruction industry is highly competitive andKa firms with dominant market power. In
1996 Engineering News Record, a construction tpaddication, ranked KCG as the 9th largest U.Stremtor in terms of 1995 revenue and
11th largest in terms of 1995 new contract awdtdsnked KCG 1st in the transportation market astin the heavy construction category,
in terms of 1995 revenue. The U.S. Department ah@erce reports that the total value of construgbionhin place in 1996 was $569 billion.
KCG's U.S. revenues for the same period were $fi6nh or 0.4% of the total domestic market.

Joint Ventures. KCG enters into joint venturesffwiently allocate expertise and resources amdwmgventurers and to spread risks assoc
with particular projects. In most joint venturefspie venturer is financially unable to bear itarghof expenses, the other venturers may be
required to pay those costs. KCG prefers to atit@sponsor of its joint ventures. The sponsor gdlyeprovides the project manager, the
majority of venturer-provided personnel, and actimgnand other administrative support services. jbi@ venture generally reimburses the
sponsor for such personnel and services on a régdtbasis. The sponsor is generally allocatedjarityaof the venture's profits and losses
and usually has a controlling vote in joint ventdezision making. In 1996 KCG derived 75% of itmjowenture revenue from sponsored i
ventures and 25% from non-sponsored joint ventl€$5's share of joint venture revenue accounte®@®36 of its 1996 total revenue.

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

Locations. KCG structures its construction operaiaround 19 principal operating offices locataduighout the U.S. and Canada, with
headquarters in Omaha, Nebraska. Through its detieetl system of management, KCG has been algjeittily respond to changes in the
local markets. At the end of 1996, KCG had curpnfects in 32 states and 6 provinces. KCG alstigiaaites in the construction of
geothermal power plants in the Philippines and hasia.

Properties. KCG has 19 district offices, of whi¢hdre in owned facilities and 4 are leased. KCGowmeases numerous shops, equipment
yards, storage facilities, warehouses, and corsirumaterial quarries. Since construction projegtsinherently temporary and locat-
specific, KCG owns approximately 800 portable afficshops, and transport trailers. KCG has a kegggment fleet, including

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

MATERIALS OPERATIONS

Several KCG subsidiaries, primarily in Arizona adcegon, produce construction materials, includeady-mix concrete, asphalt, sand and
gravel. KCG also has quarrying operations in Newigle and Wyoming, which produce landscaping mateaad railroad ballast.

OTHER MATTERS

Under a 1992 mine management agreement, Kiewit Bagderties Inc. ("KCP"), a subsidiary of KiewitV@rsified Group Inc., pays a KCG
subsidiary an annual fee equal to 30% of KCP'sstéljioperating income. The fee in 1996 was $37anill

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MA TTERS

Market Information. There is no established pubkding market for PKS' common stock. However, RK&enerally required to repurchase
shares at a formula price upon demand.

Company Repurchase Duty. Under PKS' Certificatemodrporation effective January 1992, PKS has thtagses of common stock: Class B
Construction & Mining Group Nonvoting Restrictedd@emable Convertible Exchangeable Common Stoclag¥I"), Class C Constructi

& Mining Group Restricted Redeemable Convertibleltangeable Common Stock ("Class C"), and ClassverBified Group Convertible
Exchangeable Common Stock ("Class D"). There areutstanding Class B shares; the last Class B shagee converted into Class D shares
on January 1, 1997. Class C shares can be isslietbdaCG employees and can be resold only to PK&farmula price based on the year-
end book value of the Construction & Mining Gro®KS is generally required to repurchase Class @star cash upon stockholder
demand. Class D shares have a formula price basttegear-end book value of the Diversified GrdRKS must generally repurchase Class
D shares for cash upon stockholder demand at theufa price, unless the Class D shares becomeghubiaded.



Formula values. The formula price of the Class &t is based on the book value of Kiewit ConstvandBroup Inc. and its subsidiaries,
one-half of the book value, on a staaldne basis, of the parent company, Peter KiewisSdnc. A significant element of the Class C fata
price is the subtraction of the book value of propeplant and equipment used in construction #&@i ($106 million in 1996). The formula
price of the Class D shares is based on the bdolk wd Kiewit Diversified Group Inc. and its subsides, plus one-half of the book value of
the unconsolidated parent company.

Conversion. Under PKS' Certificate of Incorporafi@tass C shares are convertible into Class D stedrihe end of each year. Between
October 15 and December 15 of each year a Clatsckh®lder may elect to convert some or all ofdrisier shares. Conversion occurs or
following January 1. The conversion ratio is thiatige formula prices of Class C and Class D shdetermined as of the last Saturday in
December, i.e. the last day in PKS' fiscal yeaas€ID shares may be converted into Class C shalseapart of an annual offering of Class
C shares to employees. Instead of purchasing feesdfshares for cash, an employee owning Classgabies may convert such shares into
Class C shares at the applicable conversion ratio.

Restrictions. Ownership of Class C shares is gdpeestricted to active KCG employees. Upon retiemt, termination of employment, or
death, Class C shares must be resold to PKS apiileeable formula price, but may be converted Qtass D shares if the terminating event
occurs during the annual conversion period. Claskd@es are not subject to ownership or transfricgons.

D Stock Listing. In October 1996, PKS' Board of é@itors directed management to pursue a listingassD stock on a major securities
exchange or the NASDAQ National Market as soonrastigal during 1998. The Board does not foresemigistances under which PKS
would list the Class D stock prior to 1998. The Rblelieves that a listing will provide PKS wittcapital structure more suitable for the
further development of Kiewit Diversified Group'sgdiness plan. It would also provide liquidity fola€s D shareholders without impairing
PKS' capital base.

The Board's action does not ensure that a listir@jass D stock will occur in 1998, or at any timié&e Board could delay or abandon plans to
list the stock if it determined that such actionuebbe in the best interests of all of PKS' shalddrs. In addition, PKS' ability to list Class D
stock will be subject to factors beyond its contmatluding the laws, regulations, and listing @dility criteria in effect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipdelisting of Class D stock with a public
offering of newly-issued Class D shares in ordarise additional capital for Kiewit Diversified @rp. Such an offering could delay or alter
the listing plan.

Dividends and Prices. During 1995 and 1996 PKSadedlor paid the following dividends on its Classddhmon stock. The table also shows
the stock price after each dividend payment orroth&ation event.

Dividend
Dividend Dividend Per Price Stock
Declared Paid Share Clas s Adjusted  Price

Oct. 21,1994 Jan. 5,1995  $0.45 c Dec. 31, 1994 $25.55
Apr. 28,1994 May1,1995  0.45 c May 1, 1995  25.10
Oct. 27,1995 Jan.5,1996  0.60 c Dec. 30, 1995 32.40
Apr. 26,1996 May 1,1996  0.60 C May 1, 1996 31.80
Oct. 25,1996 Jan. 4,1997  0.70 c Dec. 28, 1996 40.70

PKS' current dividend policy is to pay a regularidiend on Class C shares of about 15% to 20% oftioe year's ordinary earnings of the
Construction & Mining Group, with any special dieiads to be based on extraordinary earnings.

Stockholders. On March 15, 1997, PKS had the fahgwmumbers of stockholders and outstanding sHaresach class of its common stock:

Class Stockholders Shares Outstanding

B 0 0
C 1,120 9,262,707
D 1,846 24,483,786

KIEWIT CONSTRUCTION & MINING GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachtf years in the period 1992 to 1996 have beeneatkfiom audited financial statements. The
historical financial information for the Kiewit Cetruction & Mining and Kiewit Diversified Groups gplements the consolidated financial
information of PKS and, taken together, includéseatounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fisca | Year Ended
except per share amounts) 1996 1995 1994 1993 1992
Results of Operations:

Revenue $2,286 $2,330 $ 2,175 $1,783 $1,675



Net earnings 108 104 77 80 82

Per Common Share:

Net earnings 10.13 7.78 492 4.63 4.48
Dividends (1) 130 1.05 0.90 0.70 0.70
Stock price (2) 40.70 32.40 25,55 2235 18.70
Book value 51.02 42.90 31.39 27.43 2331

Financial Position:

Total assets 1,036 977 963 889 862
Current portion of

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

current portion 12 9 9 10 12
Stockholders' equity (3) 562 467 505 480 437

(1) The 1996, 1995, 1994 and 1993 dividends incid@®, $.60, $.45 and $.40 for dividends declaneti996, 1996, 1994 and 1993,
respectively, but paid in January of the subseqyeat.

(2) Pursuant to the Certificate of Incorporatidre stock price calculation is computed annuallhatend of the fiscal year.

(3) Ownership of the Class C Stock is restrictedeain employees conditioned upon the executiormurchase agreements which restrict
the employees from transferring the stock. PKSeisegally committed to purchase all Class C Stodcke@tamount computed, when put to F
by a stockholder, pursuant to the Certificate abhporation. The aggregate redemption value ofXf8tock at December 28, 1996 was $456
million.

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

The financial statements of the Construction & MmiGroup (the "Group") include the financial pasitj results of operations and cash flows
for the construction business of Peter Kiewit Sdng. and certain PKS corporate assets and liig@siland related transactions. The Group's
share of corporate assets and liabilities andeaélainsactions includes amounts to reflect cefta@amcial activities, corporate general and
administrative costs and income taxes. See Nog®l 13 to the Group's financial statements.

Results of Operations - 1996 vs. 1995

Construction. The Construction and Mining Grougsmations can be separated into two componentstremtion and materials. Revenue
from construction decreased 2% to $2,286 millioa996. This resulted from the completion of severajor projects during the year, while
many new contracts were still in the start-up ph@be Group's share of joint venture revenue reathat 30% of total revenues in 1996.
Contract backlog at December 28, 1996 was 2.3hillof which 4% is attributable to foreign operasipprincipally Canada and the
Philippines. Projects on the west coast accound 28t of the total backlog. Revenue from materiatséased by less than 1% in 1996.
Increased demand for aggregates in the Arizonaeharis offset by a decline in precious metal sdlae.Group sold its gold and silver
operation in Nevada to Kinross Gold Corporationifiléss™) and essentially liquidated its metals imteey in 1995.

Opportunities in the construction and materialastdy continue to expand along with the economyaBse of the increased opportunities,
the Group is able to be selective in the constoagtirojects it pursues. In 1996, gross margingdmstruction increased from 8% in 1995 to
10% in 1996. This resulted from the completion@feyal large projects and increased efficienciedliaspects of the construction process.
Gross margins for materials declined from 13% 83L& 10% in 1996. The lack of higher margin prasimetals sales in 1996 combined
with slightly lower construction materials margim®duced the reduction in operating margin.

General and Administrative Expenses. General andrastrative expenses increased 1% in 1996. Ineseascompensation and travel
expenses were partially offset by lower insuracoepputer operations and other administrative exggens

Investment Income. Investment income increased 242896 compared to 1995. The increase is primarily to ME Holding's equity
earnings increasing from $2 million in 1995 to $#lion in 1996 and $2 million from other equity iestments. Partially offsetting this
increase was a slight decline in interest incorne, td a decrease in the average cash balance doeiygar.

Interest Expense. The increase in interest expefrs2 million in 1996 is primarily attributable the short-term borrowings outstanding
during the year.

Other, net. In 1995, the exchange of the Groudd @od silver operations in Nevada for 4,000,008res of common stock of Kinross led t
$21 million gain for the Group. The gain was thiéedence between the Group's book value in the gotiisilver operations and the market
value of the Kinross shares at the time of the argk. Other income was also primarily compriseghiole management fees from the
Diversified Group, of $37 million and $30 million iL996 and 1995, and gains on the dispositionabgnty, plant and equipment and other
assets of $17 million and $12 million in 1996 ark®4.



Provision for Income Taxes. The effective incomertte for 1996 differs from the statutory rate36£6 primarily because of adjustments to
prior year tax provisions and state taxes. In 1895 rate was higher than 35% due primarily toestatome taxes.

Results of Operations - 1995 vs. 1994

Construction. Revenue for the Construction Groupaased $155 million, or 7%, to $2,330 million ®95. Revenue for the construction and
materials components increased 6% and 21%, regpbgtin 1995. Construction's improvement was lattiable to a 32% increase in joint
venture revenue which comprised 30% of the totemee in 1995 compared to 24% in 1994. The Sanudodemll Road Joint Venture ("San
Joaquin®) in southern California contributed $228iom and $111 to revenue in 1995 and 1994. Cattbacklog at December 30, 1995 was
$2 billion, of which 10% was attributable to formigperations, principally Canada and the Philippif&rojects on the west coast account for
36% of the total backlog which includes San Joatpaicklog of $133 million. San Joaquin is schedditeccompletion in 1997. The inclusion
of two additional months of materials revenue gatest by APAC-Arizona ("APAC") companies, which were acquiredr@bruary 28, 199«
was the primary factor resulting in the increasedeamals revenue.

Gross margins for the Group increased 13% in 19B6.construction and materials components eachupestisimilar results. Construction's
increased revenue, primarily from joint venturesréased operational efficiencies and substariishcsettlements all contributed to
improved results. The materials segment benefitad the robust demand for construction materialrinona and also from the operational
efficiencies generated by the merger of APAC wiith Group'’s existing materials business in Arizétiso contributing to the higher margins
was the liquidation of the Group's precious metaéntory in 1995.

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

Investment Income. Slight improvements in intemesbme, earnings from equity investments and redilegses on the sale of securities
contributed to the increase in investment income.

Other, net. In 1995 the Group's gold and silveraens for Kinross common stock led to a $21 mrillgain for the Group. Other income v
also primarily comprised of mine management feesifthe Diversified Group, $30 million and $29 nahiin 1995 and 1994, and gains on
the disposition of property, plant and equipment atiher assets of $12 million and $13 million i®%%nd 1994.

Provision for Income Taxes. The effective incomertte for 1995 differs from the statutory rate36f4 due primarily to state income taxes.
In 1994, the rate approximates the federal stajutde.

Financial Condition - December 28, 1996

The Group's working capital increased $126 millbor51% during 1996. The increase was primarily @u®163 million of cash provided by
operations, the issuance of common stock total®Wrsillion, proceeds from the sale of propertynpland equipment of $25 million, the sale
of notes receivable of $13 million and the net pexts from the sale of marketable securities of B&m Partially offsetting these sources
were capital expenditures of $72 million, the rapant of $45 million of short-term borrowings, thechange of Class C Stock for Class D
Stock and repurchase of Class C Stock totalingm$ilion, and dividend payments of $12 million.

The Group anticipates investing between $40 andn§illen annually in its construction business. T&®up is also exploring opportunities
to acquire additional businesses and is commitiguitchase additional shares of the electricalreotdr, ME Holding Inc. in 1997. Other
long term liquidity uses include the payment ofome taxes, repurchases and conversions of comrmck anhd the payment of dividends.
The Group's current financial condition and bormgvcapacity together with anticipated cash flovesrfroperations should be sufficient for
immediate cash requirements and future investitigiges.

In October 1996, the PKS Board of Directors dedaelividend of $.70 per share on Class C Stockalga on January 4, 1997 to
shareholders of record on January 3, 1997. Alsaimuary 1997, approximately 1.7 million sharesles€ C Stock, with a redemption value
of $71 million, were converted into Class D Stock.

Also in October 1996, the PKS Board of Director®died management to pursue a listing of Classobk3in a major securities exchange or
the NASDAQ National Market as soon as practicalrdui998. The Board does not foresee circumstamedsr which PKS would list the
Class D Stock prior to 1998. The Board believes d@hasting will provide PKS with a capital struceumore suitable for the further
development of the Diversified Group's business.plawould also provide liquidity for Class D skaolders without impairing PKS' capital
base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionwebbe in the best interests of all PKS' sharehslda addition, PKS' ability to list Class D
Stock will be subject to factors beyond its contietluding the laws, regulations, and listing ddility criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipdelisting of Class D Stock with a public
offering of newly- issued Class D shares in ordeaiaise additional capital for the Diversified Gposuch an offering could delay or alter the
listing plan.



Class C shareholders are currently able to coriveit shares into Class D Stock pursuant to PK8&ifiate of Incorporation. If such a listir
occurs, Class C shareholders will continue to Be tabconvert their shares into Class D Stock.

In March 1997, a Group sponsored construction jeémture was awarded a $1.3 billion contract tomstruct Interstate 1-15 through the Salt
Lake City region. The project is being undertakepiieparation for the 2002 Olympic Games. The Grosipare of this project is $700
million.

KIEWIT CONSTRUCTION & MINING GROUP

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

Report of Independent Accountants
Financial Statements as of December 28, 1996 acdrbiger 30, 1995 and for the three years ended Dene?8, 1996:

Statements of Earnings

Balance Sheets

Statements of Cash Flows

Statements of Changes in Stockholders' Equity Niot€snancial Statements

Financial Statement Schedule for the three yeatedeBDecember 28, 1996:
Il - Valuation and Qualifying Accounts and Reserves

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

REPORT OF INDEPENDENT ACCOUNTANTS

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

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

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

In our opinion, the financial statements referdlbove, when read in conjunction with the constdid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, immalterial respects, the financial position of Kie@onstruction & Mining Group as of
December 28, 1996 and December 30, 1995, and shégef its operations and its cash flows for eafcthe three years in the period ended
December 28, 1996 in conformity with generally gted accounting principles. In addition, in ourrdph, the financial statement schedule
referred to above, when considered in relatioméoltasic financial statements taken as a wholegpts fairly, in all material respects, the
information required to be included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997, except for Note 15, as
to which the date is March 26, 1997.

KIEWIT CONSTRUCTION & MINING GROUP

Statements of Earning



For the three years ended December 28, 1996

(dollars in millions, except per share data) 19 96 1995 1994
Revenue $ 2 ,286$ 2,330% 2,175
Cost of Revenue (2 ,064) (2,127) (1,995)

General and Administrative Expenses (117) (116) (121)
Operating Earnings 105 87 59
Other Income (Expense):
Investment Income 21 17 13
Interest Expense @ @ (@
Other, net 58 62 46
75 77 57
Earnings Before Income Taxes 180 164 116
Provision for Income Taxes (72) (60) (39)
Net Earnings $ 108 $ 104 $ 77

Net Earnings Per Common and Common
Equivalent Share $1 0.13 $ 7.78 $ 4.92

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

Balance Sheets
December 28, 1996 and December 30, 1995
(dollars in millions) 1996 1995
Assets

Current Assets:

Cash and cash equivalents $ 173 $ 94
Marketable securities 54 59
Receivables, less allowance of $17 and $10 289 319
Costs and earnings in excess of billings on

uncompleted construction contracts 80 78
Investment in construction joint ventures 91 73
Deferred income taxes 64 61
Other 13 13
Total Current Assets 764 697
Property, Plant and Equipment, at cost:

Land 15 16
Buildings 37 38
Equipment 542 528

594 582

Less accumulated depreciation and amortization (429) (421)
Net Property, Plant and Equipment 165 161
Other Assets 107 119

See accompanying notes to financial statements.

KIEWIT CONSTRUCTION & MINING GROUP



Balance Sheets
December 28, 1996 and December 30, 1995
(continued)
(dollars in millions) 1996 1995

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable, including retainage of $33 and $ 42 $ 164 $ 180
Short-term borrowings - 45
Current portion of long-term debt - 2
Accrued construction costs and billings in excess

of revenue on uncompleted contracts 112 111
Accrued insurance costs 81 79
Other 33 32
Total Current Liabilities 390 449
Long-term Debt, less current portion 12 9
Other Liabilities 72 52

Stockholders' Equity (Redeemable Common Stock,
$456 million aggregate redemption value):

11,006,641 shares outstanding in 1996 and 10,880, 369
shares outstanding in 1995
Common equity 568 471
Foreign currency adjustment 5) (5)
Unrealized holding (loss) gain Q) 1
Total Stockholders' Equity 562 467

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

Statements of Cash Flows
For the three years ended December 28, 1996

(dollars in millions) 19 96 1995 1994

Cash flows from operations:

Net earnings $ 108 $ 104 $ 77
Adjustments to reconcile net earnings to

net cash provided by operations:

Depreciation and amortization 61 56 52
Gain on sale of property, plant and

equipment and other investments a7 @33 (11
Equity earnings, net (8) 3) 2)
Change in other noncurrent liabilities 18 6 5
Deferred income taxes (6) - 3)
Change in working capital items:

Receivables 37 - (25)

Costs and earnings in excess of billings

on uncompleted construction contracts 1) 23 (26)

Investment in construction joint ventures 18) @ 12

Other current assets 2 ) 5)

Accounts payable (18) 3 19

Accrued construction costs and billings in

excess of revenue on uncompleted contracts 1 5 19

Other liabilities 11 4 3)
Other 7 @\ @7

Net cash provided by operations 163 152 92

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

marketable securities 160 82 176
Purchases of marketable securities (157) (42) (151)
Proceeds from sale of property, plant

and equipment 25 15 26
Capital expenditures (72) (79) (76)
APAC-Arizona, Inc. acquisition - - 47

Sale of note receivable and other 14 2) Q)



Net cash used in investing activities $ (30) $ ®6Y3)
See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP

Statements of Cash Flows

For the three years ended December 28, 1996

(continued)

(dollars in millions) 1 996 1995 1994
Cash flows from financing activities:

Long-term debt borrowings $ 3 $ 3% 2
Short-term debt borrowings, net (45) 45 -
Payments on long-term debt, including

current portion 2) 4 @

Issuances of common stock 27 24 20
Repurchases of common stock (5) (3) (11)
Dividends paid (12) (13) (13)
Exchange of Class C Stock for Class D Stock, net (20) (155) (42)
Other - - 1

Net cash used in financing activities (54) (103) (47)
Effect of exchange rates on cash - 1 Q)
Net change in cash and cash equivalents 79 24 (29)
Cash and cash equivalents at beginning of year 94 70 99
Cash and cash equivalents at end of year $ 173 $ 94 $70

Supplemental disclosures of cash flow information:

Taxes $ 78 $ 69 $49
Interest 2 2 2
Noncash investing activity:

Disposition of gold operations in exchange for
Kinross common stock, net $ - $21 % -

See accompanying notes to financial statements.

KIEWIT CONSTRUCTION & MINING GROUP

Statements of Changes in Stockholders' Equity fi@ttiree years ended December 28, 1996

(dollars in millions, except per share data) 1996 1995 1994
Common equity:
Balance at beginning of year $471 $ 513 $ 483
Issuances of stock 27 24 20
Repurchases of stock (5) 3) (11)
Exchange of Class C for Class D Stock, net (20) (155) (42)
Net earnings 108 104 77
Dividends (per share: $1.30 in 1996,

$1.05 in 1995 and $.90 in 1994)(a) (13) (12) (14)
Balance at end of year 568 471 513

Other equity adjustments:

Balance at beginning of year 4) ® @3
Foreign currency adjustment - 2 4
Unrealized holding (loss) gain 2) 2 1

Balance at end of year ® @ @©



Total stockholders' equity $ 562 $467 $505

(a) Dividends include $.70, $.60, and $.45 for diérids declared in 1996, 1995 and 1994 but paidrinaly of the subsequent year.
See accompanying notes to financial statements.
KIEWIT CONSTRUCTION & MINING GROUP
Notes to Financial Statements
(1) Basis of Presentation

The Class C Stock and the Class D Stock are designgrovide stockholders with separate securigéiecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction and makrbusinesses ("Construction & Mining Group") atsdother businesses ("Diversified
Group"), respectively. Dividends on the Class CcBtare limited to the legally available funds of Pless the Class D formula value whicl
to be reduced by any dividends on Class D Stocladst during the current year. Subject to thistitidn, the Board of Directors intends to
declare and pay dividends on the Class C Stocldiqasmarily on the Construction & Mining Group'spseately reported financial condition
and results of operations.

The financial statements of the Construction & M@iGroup include the financial position, result®pérations and cash flows for PKS'
construction and materials businesses held byhtdlyvowned subsidiary, Kiewit Construction Groupzl, and certain PKS corporate assets
and liabilities and related transactions. Thesarfaial statements have been prepared using tha@ib@étamounts included in the PKS
consolidated financial statements.

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 C Stock and €£@sStock are stockholders of PKS. Accordingly, BiS consolidated financial statements
and related notes should be read in conjunctioh thi¢se financial statements.

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

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

The Group invests in the portfolios of the Kiewittal Fund, ("KMF"), a registered investment compatMF is not consolidated in the
Group's financial statements.

Construction Contracts

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

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

The Group recognizes revenue on long-term congtrucbntracts and joint ventures on the percentdgmmpletion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recxphbn uncompleted contracts when they
become known. Claims for additional revenue aregaized in the period when allowed. It is at leastsonably possible that engineer



estimates of the work performed on individual caats will be revised in the near term.

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

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

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

Earnings Per Share

Primary earnings per share of Class C Stock hage bemputed using the weighted average numberaoésloutstanding during each year.
The number of shares used in computing primaryiegsrper share was 10,655,886 in 1996, 13,384/43995 and 15,697,724 in 1994.
Fully diluted earnings per share have not beergptesl because it is not significantly differentfrprimary earnings per share.

Income Taxes

Deferred income taxes are provided for the tempadidferences between the financial reporting basid tax basis of the Group's assets and
liabilities using enacted tax rates in effect tog fear in which the differences are expectedverse.

Use of Estimates

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

Reclassifications

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

Fiscal Year

The Group's fiscal year ends on the last Satund@ecember. There were 52 weeks in fiscal year$ 88@ 1995 and 53 weeks in fiscal
1994,

(3) Corporate Activities
Financial Structure

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

(dollars in millions) 1996 1995
Cash and cash equivalents $8 $ 4
Marketable securities 5 10
Property, plant and equipment, net 5 5
Other assets 1 2
Total Assets $19 $21
Accounts payable $8 $ 8

Long-term debt including current portion 12 11



Total Liabilities $20 $19

1996 1995 1994
Net investment income $ - $ - $6
Other expense - - 1)

Corporate General and Administrative Costs

A portion of PKS' corporate general and administeatosts has been allocated to the Group baseu egrtain measures of business activity,
such as employment, investments and sales, whickageanent believes to be reasonable. The allocatierns $1 million in 1996 and 1995
and $21 million in 1994. Due to a realignment &f torporate overhead departments at the beginhihg95, substantially all of the
administrative functions and personnel previoudilycated to the Group are now located at the Group.

Income Taxes

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

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

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

Cash equivalents generally consist of funds invkstehe Kiewit Mutual Fund-Money Market Portfolamd highly liquid instruments
purchased with an original maturity of three mordh&ess. The securities are stated at cost, wdpgnoximates fair value.

Marketable Securities and Non-current Investments

The Group has classified all marketable securétiebmarketable non- current investments not aceoluior under the equity method as
available-for-sale. The amortized cost of the séesrused in computing unrealized and realizedgjand losses is determined by specific
identification. Fair values are estimated baseduwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamaigonent of stockholders' equity, net of tax.

The following summarizes the amortized cost, urizedlholding gains and losses, and estimated &hireg of marketable securities and
marketable non-current investments at Decembet 23 and December 30, 1995.

Unr ealized Unrealized
Amortized Ho Iding Holding Fair
(dollars in millions) Cost G ains  Losses Value

1996
Kiewit Mutual Fund:
Short-term government $ 22 % - $ - %22
Intermediate term bond 10 - - 10
Tax exempt 9 - - 9
U.S. debt securities 13 - - 13

$ 54 % $ $ 54
Non-current investments:
Equity securities $ 30 $ - % (2) %28

1995
Kiewit Mutual Fund:
Short-term government $ 22 % - $ - %22



Intermediate term bond 13 1 - 14

Tax exempt 8 1 - 9
U.S. debt securities 13 - - 13
Municipal debt securities 1 - - 1

$ 57 % 2 3 $ 59

Non-current investments:
Equity securities $ 30 % - $ - $30

For debt securities, amortized costs do not vaygiicantly from principal amounts. Realized gaarsl losses on sales of marketable
securities were each less than $1 million in 198% #0996, and $1 million and $2 million in 1994.

The contractual maturities of the debt securitiesas follows:

Amortized Co st Fair Value
U.S. debt securities:
less than 1 year $ 2 $ 2
1-5years 11 11
$ 13 $ 13

Maturities for the mutual fund and equity secusti@ve not been presented as they do not havela siaturity date.
Long-term Debt

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

(5) Retainage on Construction Contracts

Receivables at December 28, 1996 and Decembe96,iticlude approximately $139 million and $111limil of retainage on uncompleted
projects, the majority of which is expected to béected within one year. Included in the retainageunts are $53 million and $61 million
of securities which are being held by the ownergasfous construction projects in lieu of retainagleese securities are carried at fair value
which is determined based on quoted market primethe securities on hand or for similar investraeNtet unrealized holding gains and
losses, if any, are reported as a separate compohsiockholders' equity, net of tax.

(6) Investment in Construction Joint Ventures

The Group has entered into a number of construion venture arrangements. Under these arrangei&€one venturer is financially
unable to bear its share of the costs, the othauvers will be required to pay those costs.

Summary joint venture financial information follows

Financial Position (dollars in millions) 1996 1995

Total Joint Ventures

Current assets $ 435 $ 655
Other assets (principally construction equipment ) a7 52
Tag2 707
Current liabilities (347) (584)
Net assets $- 135 --;_-123

Group's Share

Equity in net assets $ 73 $ 67
Receivable from joint ventures 18 6
Investment in construction joint ventures $ 91 $ 73

KIEWIT CONSTRUCTION & MINING GROUP



Notes to Financial Statements
(6) Investment in Construction Joint Ventures (cont

Operations (dollars in millions) 1996 1995 1994

Total Joint Ventures

Revenue $ 1,370 $1,211 $1,034
Costs 1,201 1,108 937
Operating income $ 169 $ 103 $ 97

Group's Share

Revenue $ 689 $ 691 $ 523
Costs 621 625 473
Operating income $ 68 $ 66 $ 50

(7) Other Assets

Other assets consist of the following at DecemiBer1296 and December 30, 1995:

(dollars in millions) 1996 1995
ME Holding Inc. $ 33 $ 29
Equity securities of Kinross Gold Corporation (No ted) 28 30
Investment in partnership 15 12
APAC goodwill 15 16
Notes receivable 1 24
Other 15 8

$ 107 $119

Other assets include marketable equity securitessified as non- current, an equity method investnn a partnership which fabricates
offshore oil platforms and the net goodwill recaggd in the APAC acquisition. The investment in M&lding Inc., accounted for on the
equity method, totals $33 million, $2 million in@sss of the Group's share of equity. The excegstment is being amortized over 15 years.
The contracting business is not publicly traded @oels not have a readily determinable market valhe.Group is committed to acquire 80%
ownership in 1997. The Group's share of ME Holdimgtome, net of goodwill amortization, was $4 rail, $2 million and $1 million in

1996, 1995 and 1994.

(8) Long-Term Debt

At December 28, 1996 and December 30, 1995, lomg-tkebt consisting of a portion of PKS' notes tarfer stockholders which have been
allocated to the Group and the Diversified Groug eonvertible debentures as follows:

(dollars in millions) 1996 1995
9.6%-11.1% Notes to former stockholders, 1999-2001 $ 2 $3
6.25%-8.75% Convertible debentures, 2002-2006 10 8
12 11
Less current portion - 2)
$12 $9

The convertible debentures are convertible durintper of the fifth year preceding their maturigtel Each annual series may be redeemed
in its entirety prior to the due date except dutimg conversion period. Debentures were conventieds9,935 and 12,594 shares of Class C
common stock in 1995 and 1994, respectively. As giathe exchange offer completed prior to the M¥in-off all holders of 1990 and 1991
debentures converted their debentures into ClaasdCClass D common stock. At December 28, 1996,8&836shares of Class C common
stock are reserved for future conversions.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997 - $-; 1998 ; $999 - $1; 2000 - $1 and $- in 2001.

(9) Income Taxe



An analysis of the (provision) benefit for inconasés relating to earnings for the three years ebdmgmber 28, 1996 follows:

(dollars in millions)

Current:
U.S. federal
Foreign
State

Deferred:
U.S. federal
Foreign
State

1996 1995 1994

$(62) $(58) $(33)
G 4 ©
1 6 O

(78) (60) (42)

76 -
®d 0 1
2 1 2

et

$(72) $(60) $(39)

The United States and foreign components of easnifiog tax reporting purposes, before income téaksws:

(dollars in millions) 1
United States $
Foreign

$

996 1995 1994

155 $ 159 $101
25 5 15

180 $ 164 $116

A reconciliation of the actual (provision) bendfit income taxes and the tax computed by applytiegd.S. federal rate (35%) to the earnings

before income taxes for the three years ended Deeed8, 1996 follows:

(dollars in millions) 19

Computed tax at statutory rate $
State income taxes

Prior year tax adjustments

Other

96 1995 1994

(63) $ (57) $(41)
® ©® O
() 5 3

1 -2

Possible taxes, beyond those provided, on remétantundistributed earnings of foreign subsidgrare not expected to be material.

The components of the net deferred tax assetbiéoyears ended December 28, 1996 and Decembe®3@® wiere as follows:

(dollars in millions)
Deferred tax assets:
Construction accounting
Investments in construction joint ventures
Insurance claims
Compensation - retirement benefits
Other

Total deferred tax assets
Deferred tax liabilities:
Investments in securities
Other

Total deferred tax liabilities

Net deferred tax assets

1996 1995

$ 15 $ 3
30 28
32 32
6 4
10 7
93 74
7 8
20 7
27 15

$ 66 $ 59

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

(10) Employee Benefit Plans

The Group makes contributions, based on colledtargaining agreements related to its constructperations, to several multi-employer
union pension plans. These contributions are iredud the cost of revenue. Under federal law, theu@ may be liable for a portion of fut.



plan deficiencies; however, there are no knowncilsicies.

The Group also had a long-term incentive plan,kstgpreciation rights, for certain employees. Tl goncluded in 1994. The expense
related to this plan was $1 million in 1994. Subtitdly all employees of the Group are covered urtde Group's profit sharing plans. The
expense related to these plans was $3 million 86Ehd 1995 and $1 million in 1994.

(11) Stockholders' Equity

Ownership of the Class C Stock is restricted ttag@employees conditioned upon the execution piirehase agreements which restrict the
employees from transferring the stock. PKS is gahyecommitted to purchase all Class C Stock atatim®unt computed pursuant to the
Certificate of Incorporation. Issuances and repasels of common shares, including conversionshiothiree years ended December 28, !
were as follows:

Class C

Stock
Shares issued in 1994 1,018,144
Shares repurchased in 1994 2,427,186
Shares issued in 1995 1,021,875
Shares repurchased in 1995 6,228,934
Shares issued in 1996 896,640
Shares repurchased in 1996 770,368

(12) Industry and Geographic Data

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

Geographic Data (dollars in millions) 1996 1995 1994
Revenue:
United States $ 2,000 $2,007 $1,915
Canada 175 237 214
Other 111 86 46
$ 2,286 $2,330 $2,175

Operating earnings:

United States $ 84 $ 70 % 45
Canada 7 7 14
Other 14 10

$ 105 $ 87 $ 59

Identifiable assets:

United States $ 924 $ 867 $ 834
Canada 90 90 102
Other 22 20 27

$ 1,036 $ 977 $ 963

(13) Related Party Transaction

The Group performs certain mine management serfacale Diversified Group. The income from thesevices was $37 million in 1996,
$30 million in 1995 and $29 million in 1994 andéxorded in other income in the statements of agmi

(14) Other Matters

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class DkSta a major securities exchange or
the NASDAQ National Market as soon as practicalrdui998. The Board does not foresee circumstamedsr which PKS would list the
Class D Stock prior to 1998. The Board believes d@hasting will provide PKS with a capital struceumore suitable for the further
development of the Diversified Group's business.plawould also provide liquidity for Class D skaolders without impairing PKS' capital
base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plan



list the stock if it determined that such actionulebbe in the best interests of all PKS' sharehrslde addition, PKS' ability to list Class D
Stock will be subject to factors beyond its continetluding the laws, regulations, and listing #ility criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotimpdelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordaatee additional capital for the Diversified Gro@uch an offering could delay or alter the
listing plan.

Class C shareholders are currently able to coriveit shares into Class D Stock pursuant to PK8&ifiate of Incorporation. If such a listir
occurs, Class C shareholders will continue to be tabconvert their shares to Class D Stock.

In June 1995, the Group exchanged its intereswwhally-owned subsidiary involved in gold miningtiadties for 4,000,000 common shares
of Kinross Gold Corporation, a publicly traded cmrgtion.

The Group recognized a $21 million gee¢ gain on the exchange based on the differenweska the book value of the subsidiary and the
market value of the Kinross stock on the date eftthnsaction.

In September 1995, the PKS Board of Directors amm@ plan to make a tax-free distribution of itire ownership interest in MFS
Communications Company, Inc., to the Class D stolddrs (the "Spin-off") effective September 30, 399

PKS completed an exchange offer prior to the Sgiiinvbereby 4,000,000 shares of Class C Stock wechanged for 1,666,384 shares of
Class D Stock on terms similar to those upon whkikdss C Stock can be converted into Class D Stadkgl the annual conversion period
provided for in PKS' Certificate of Incorporatiorhe conversion ratio used in the exchange was leagrliusing final 1994 stock prices
adjusted for 1995 dividends.

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

The Group leases various buildings and equipmeti¢uboth operating and capital leases. Minimumalgrayments on buildings and
equipment subject to noncancellable operating fedsang the next 24 years aggregate $10 million.

It is customary in the Group's industry to useaasifinancial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit aneditoonal commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. The Group has informal arrangementk wihumber of banks to provide such commitmentfA3ecember 28, 1996, the Group
had outstanding letters of credit of approxima®&l@1 million.

(15) Subsequent Event

In January 1997, approximately 1.7 million share€lass C Stock, with a redemption value of $7lioml were converted into
approximately 1.3 million shares of Class D Stock.

On March 26, 1997, a Group sponsored joint ventre awarded a $1.3 billion contract to reconstitetrstate 1-15 through the Salt Lake
City region. The project is being undertaken inparation for the 2002 Olympic Games. The Groupgsesbf this project is approximately
$700 million.

SCHEDULE II
KIEWIT CONSTRUCTION & MINING GROUP

Valuation and Qualifying Accounts and Reserves

Additio ns Amounts
Balance Charged to Charged Balance
Beginning Costs a nd to End of
(dollars in millions) of Period Expens es Reserves Other Period

Year ended December 28, 1996

Allowance for doubtful

trade accounts $ 10 $ 1 2 $ (5 $ -%17
Reserves:
Insurance claims 79 2 2 (20) - 81

Year ended December 30, 1995

Allowance for doubtful
trade accounts $ 7 3 5 $ (2 $ - %$10

Reserves:



Insurance claims 73 1 8 (14) 2 79
Year ended December 31, 1994

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

Reserves:
Insurance claims 65 1 9 (11) - 73
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KIEWIT DIVERSIFIED GROUP

Kiewit Diversified Group Inc. ("KDG") is engaged the coal mining, energy generation and distribyttelecommunications, and other
businesses. KDG is a wholly owned subsidiary oéPKtewit Sons', Inc. ("PKS"). KDG is a Delawaregoration formed in 1985. PKS is a
Delaware corporation formed in 1941. Both haveqpal offices in Omaha, Nebraska. PKS has two fadclasses of common stock, Class
C Construction & Mining Group stock and Class D @&#ified Group stock. The value of each clasqigelil to the separate operations of (
Group, under terms of the PKS' charter (see "Mdke€Common Equity and Related Stockholder Mattéedbw). All Class C shares and
most Class D shares are owned by current emplafdeisS; almost all of the remaining Class D shamesowned by former employees and
family members.

PKS entered the coal mining business in 1943. B81BDG started a telecommunications business, IB@munications Company, Inc.
("MFES"). During its development stage, KDG furnidhaost of MFS' capital. MFS had its initial pubtiffering in 1993. In 1995, PKS
distributed to its Class D stockholders all itsrelseof MFS (which merged into WorldCom Inc. at é@mal of 1996). In 1993, KDG purchase
controlling interest in C-TEC Corporation, a publitraded telecommunications company. KDG curreotins 62% of the voting stock, but
only 48% of the common stock of C-TEC (which hae tlasses of common stock, one with multiple vpisshare). In 1991, KDG began
purchasing shares of the publicly traded CalEn€&€gmpany, Inc. ("CalEnergy") and now owns 30% of¥iiting stock. Both C-TEC and
CalEnergy are publicly traded companies and mot&ldd information about each of them is contaimetheir separate Forms 10-K. The
description in this Exhibit 99.B of the CalEnergydaC-TEC businesses is a condensed version of tihe complete business descriptions in
their respective Forms 10-K.

KDG reports financial information about three besis segments:

coal mining, energy generation and distributiord tslecommunications. Additional financial infornoat about these segments, including
revenue, operating earnings, equity earnings, ifietnie assets, capital expenditures and depretiatiepletion and amortization, as well as
foreign operations information, is contained in &8tto the KDG's consolidated financial statements.

COAL MINING

KDG is engaged in coal mining through its subsigi®&CP. KCP has a 50% interest in three mines, whie operated by KCP. Decker Coal
Company ("Decker") is a joint venture with West&timerals, Inc., a subsidiary of The RTZ CorporatRIrC. Black Butte Coal Company
("Black Butte") is a joint venture with Bitter Cle€oal Company, a subsidiary of Union Pacific Reses Group Inc. Walnut Creek Mining
Company ("Walnut Creek") is a general partnership whillips Coal Company, a subsidiary of Phillipetroleum Company. The Decker
Mine is located in southeastern Montana, the BBugtte Mine is in southwestern Wyoming, and the Waldreek Mine is in east-central
Texas.

Production and Distribution. The coal mines usestiiéace mining method. During surface mining opens, topsoil is removed and stored
for later use in land reclamation. After removatapsoil, overburden in varying thicknesses ipgted from above coal seams. Stripping
operations are usually conducted by means of laay#t-moving machines called draglines, or by fleetswtks, scrapers and power shov



The exposed coal is fractured by blasting andddéal into haul trucks or onto overland conveyordrimsportation to processing and loac
facilities. Coal delivered by rail from Decker drigtes on the Burlington Northern Railroad. Codivéeed by rail from Black Butte originat
on the Union Pacific Railroad. Coal is also halgdrucks from Black Butte to the nearby Jim Bridgewer Plant. Coal is delivered by
trucks from Walnut Creek to the adjacent facilitidshe Texas-New Mexico Power Company.

Customers. The coal is sold primarily to electtitities, which burn coal in order to produce stemgenerate electricity. Approximately 9:
of sales are made under long-term contracts, andethainder are made on the spot market. Approrign80%, 80%, and 71% of KCP's
revenues in 1996, 1995, and 1994, respectivelye werived from long-term contracts with Commonwe&tison Company (with Decker
and Black Butte) and The Detroit Edison CompanyhMlecker). The primary customer of Walnut Creethes Texas-New Mexico Power
Company.

Contracts. Customers enter into long-term contrfactsoal primarily to secure a reliable sourcegpply at a predictable price. KCP's major
long-term contracts have remaining terms rangiomfi to 31 years. A majority of KCP's long-term tants provide for periodic price
adjustments. The price is typically adjusted thfotlie use of various indices for items such as naddée supplies, and labor. Other portion:
the price are adjusted for changes in productirestaroyalties, and changes in cost due to newsl&gn or regulation, and in most cases,
such cost items are directly passed through tadistomer as incurred. In most cases the prices@sajusted based on the heating content of
the coal.

Decker has a sales contract with Detroit Edison @amy which provides for the delivery of a minimuf4@ million tons of low sulphur coal
during the period 1997 through 2005, with annugbrslents ranging from 5.2 million tons in 1997 t@ illion tons in 2005.

KCP and its mining ventures have entered into wariEgreements with Commonwealth Edison Companynfif@onwealth") which stipulate
delivery and payment terms for the sale of coak @greements as amended provide for delivery oiidi@n tons during the period 1997
through 2014, with annual shipments ranging froénillion tons to 13.1 million tons. These delivegiinclude 20 million tons of coal
reserves previously sold to Commonwealth. Since818% amended contract between Commonwealth saak Butte provides that
Commonwealth's delivery commitments will be sagidfinot with coal produced from the Black Butte eyibut with coal purchased from
three unaffiliated mines in the Powder River BadiWyoming. The contract amendment allows Blackt8t purchase alternate source coal
at a price below its production costs, and to plasost savings through to Commonwealth while ta@iimg the profit margins available
under the original contract.

The contract between Walnut Creek and Texas-Newiddexower Company provides for delivery of betwd@rand 90 million tons of coal
during the period 1989 through 2027. The actua fmovided will depend on the number of power uodisstructed and operated by TNP.
The maximum amount KCP is expecting to ship in amg year is between 1.6 and 3.2 million tons.

KCP also has other sales commitments, includingehwuith Sierra Pacific, Idaho Power, Solvay Mingr&lacific Power & Light, Minnesota
Power, and Mississippi Power, that provide fordiegvery of approximately 18 million tons througf(s.

Coal Production. Coal production began at the Dedack Butte, and Walnut Creek mines in 1972,9,%hd 1989, respectively. KCP's
share of coal mined in 1996 at the Decker, BlackéBand Walnut Creek mines was 5.5, 0.9, and 1lll@mtons, respectively.

Revenue. KCP's total revenue in 1996 was $234anillRevenue attributable to the Decker, Black Buiel Walnut Creek entities was $113
million, $101 million, and $18 million, respectiyel

Under a 1992 mine management agreement, KCP pé&g<Gasubsidiary and annual fee equal to 30% of K@Bjasted operating income.
The fee in 1996 was $37 million.

Backlog. At the end of 1996, the backlog of coabéosold under KCP's long-term contracts was apmrately $1.6 billion, based on
December 1996 market prices. Of this amount, $2i&mis expected to be sold in 1997.

Reserves. At the end of 1996, KCP's share of asdigoal reserves at Decker, Black Butte, and Walneéek was 118, 40, and 32 million
tons, respectively. Of these amounts, KCP's sHaiteeacommitted reserves of Decker, Black Buttel ®alnut Creek was 51.9, 3.6, and 23.8
million tons, respectively. Assigned reserves repne coal which can be mined using KCP's currentngipractices. Committed reserves
(excluding alternate source coal) represent KCRsimmum contractual amounts. These coal reserveatgs represent total proved and
probable reserves.

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

Competition. The coal industry is highly compe&tilKCP competes not only with other domestic ameifm coal suppliers, some of whom
are larger and have greater capital resourcesktitdh but also with alternative methods of genegpélectricity and alternative energy
sources. In 1995, KCP's production represented bfdttal U.S. coal production. Demand for KCP'alds affected by economic, political
and regulatory factors. For example, recent "clsdhlaws may stimulate demand for low sulphur c#@@P's western coal reserves generally
have a low sulphur content (less than one peregntlare currently useful principally as fuel forl-fired stear-electric generating unit



KCP's sales of its western coal, like sales byrotfesstern coal producers, typically provide forigety to customers at the mine. A signific
portion of the customer's delivered cost of coaltisbutable to transportation costs. Most of¢bal sold from KCP's western mines is
currently shipped by rail to utilities outside Mani and Wyoming. The Decker and Black Butte mimesach served by a single railroad.
Many of their western coal competitors are servetidm railroads and such competitors' customeendfenefit from lower transportation
costs because of competition between railroadsdal hauling business. Other western coal produparsicularly those in the Powder River
Basin of Wyoming, have lower stripping ratios (tlge amount of overburden that must be removedapgation to the amount of minable
coal) than the Black Butte and Decker mines, ofesulting in lower comparative costs of productids.a result, KCP's production costs per
ton of coal at the Black Butte and Decker mineslma@as much as four and five times greater thadyat@dn costs of certain competitors.
KCP's production cost disadvantage has contribatétd agreement to amend its lorigem contract with Commonwealth Edison Compan
provide for delivery of coal from alternate sournmes rather than from Black Butte. Because ofdluest disadvantages, KCP does not
expect that it will be able to enter into long-tecoal purchase contracts for Black Butte and Depkeduction as the current long-term
contracts expire. In addition, these cost disachgag may adversely affect KCP's ability to compatapot sales in the future.

Environmental Regulation. The Company is requiseddmply with various federal, state and local land regulations concerning proteci

of the environment. KCP's share of land reclamagigrenses in 1996 was $5 million. KCP's share ofustl estimated reclamation costs was
$99 million at the end of 1996. The Company dodsenpect to make significant capital expenditu@ssihvironmental compliance in 1997.
The Company believes its compliance with environtalgorotection and land restoration laws will nffeat its competitive position since its
competitors in the mining industry are similarlyeated by such laws.

CALENERGY COMPANY, INC.

CalEnergy develops, owns, and operates electrieppvoduction facilities, particularly those usiggothermal resources, in the United
States, the Philippines, and Indonesia. In Decerh®®6, CalEnergy and KDG acquired Northern Eleqili; an English electric utility
company. CalEnergy is a Delaware corporation forme®71 and has its headquarters in Omaha, Nedr&@HKEnergy common stock is
traded on the New York, Pacific, and London StogkHanges. In 1996, CalEnergy had revenue of $51®mand net income of $92
million. At the end of 1996, CalEnergy had totadets of $5.7 billion, debt of $3.0 billion, andcibolders' equity of $881 million.

Kiewit's Share. At the end of 1996, KDG owned apprately 30% of the common stock of CalEnergy. Urgienerally accepted accounting
principles, an investor owning between 20% and 5®% company's equity, generally uses the equitthate Under the equity method, KC
reports its proportionate share of CalEnergy'siegs even though it has received no dividends f@atEnergy. KDG keeps track of the
carrying value of its CalEnergy investment. "Camgyvalue" is the purchase price of the investmgos the investor's proportionate share of
the investee's earnings, less the amortized poofigoodwill, less any dividends paid. KDG purchéseost of its CalEnergy shares at a
premium over the book value of CalEnergy's undegyiet assets. This premium will be amortized @vperiod of 20 years. The current
carrying value of KDG's CalEnergy shares is $29%oni KDG owns 19.2 million CalEnergy common shgrerhich had a market value of
$644 million, based on the 1996 year- end pric83¥.50 per share on the New York Stock Exchange.

During 1996, KDG converted $66 million of CalEnemgbentures into 3.6 million CalEnergy shares amrdhmsed 4.8 million shares for $53
million (by exercising 1.5 million options at $9rpghare and 3.3 million options at $12 per sh&B)G retains one million options to
purchase CalEnergy stock at $11.625 per shareeTopons expire in 2001.

Acquisitions. In the last two years, CalEnergy hele three significant acquisitions, in additiohe recent $1.3 billion acquisition of
Northern Electric plc (described below). In Janub®95, CalEnergy acquired Magma Power Company (&, a publicl-traded United
States independent power producer, for approxim&@58 million. The Magma acquisition, combinedm@alEnergy's previously existing
assets, made CalEnergy the largest independeritegawl power producer in the world today (base€aliEnergy's estimate of electric
generating capacity in operation and under contstmic In April 1996, CalEnergy completed the buyt-for approximately $70 million of its
partner's interests in four electric generatingnidan Southern California. In August 1996, CalEyeacquired Falcon Seaboard Resources,
Inc. for approximately $226 million, thereby acduog significant ownership in three natural gaseimdectric cogeneration facilities located in
New York, Texas and Pennsylvania and a relatedrgasmission pipeline

Power Generation Projects. Power generation fizsilire measured in terms of megawatts (MW) otlesttric generating capacity. Most of
CalEnergy's facilities are amaned and CalEnergy's fractional ownership intecastbe expressed in terms of MWs. CalEnergy haiegis ir
three stages:

operational (and managed by CalEnergy), under ngetgin (and financed), and developmental (withceted and awarded power sales
contracts). CalEnergy owns (1) 1,309 MW in 20 ofiacafacilities with 3,201 MW of capacity, (i) 31IMW in 5 projects under construction,
with 564 MW of capacity, and (iii)) 573 MW in 6 ddepment stage projects, with 1,260 MW of capadipG has a separate ownership
interest in some of the international projects. KBfns (i) 87 MW in the projects in operation, {59 MW in the projects under constructi
and (iii) 458 MW in the Indonesian development stagojects.

Operations -- U.S. Geothermal Plants. Most of Calfy's operating revenues come from geothermal pplaets in Southern California,
three in the Coso area and eight in the ImperidleyaCalEnergy has ownership interests of 46%, 4886l 50% in the three Coso plants.
Following the 1996 acquisition of the remaining 50%erests in four Imperial Valley projects for $illlion, CalEnergy is now the full
owner of the eight Imperial Valley projects. Oparas of the Salton Sea Unit IV in the Imperial \égllbegan in 1996, following completion
of construction.

These twelve geothermal plants have certain comfeatnres. CalEnergy is the operator of each pkanth plant has a lo- term contract t



supply electric power to Southern California Edi€ompany ("Edison”). The agreements provide fohlmatpacity payments and energy
payments for a term of between 20 and 30 yearsnBtine first ten years, energy payments are basetpre-set schedule. Thereafter, while
the basis for the capacity payment remains the sira@equired energy is Edison's then-currentiphibtl "avoided cost of energy"” as
determined by the California Public Utility Commits. The initial tenyear periods expire beginning in 1996 for the folsint and in 2000 fc
the last plant. CalEnergy cannot predict the likelyel of Edison's avoided cost of energy pricethatexpiration of the fixeg¥fice periods, bl

it is currently substantially below the current egyeprices under CalEnergy's contracts. For 1996titne period-weighted average of
Edison's avoided cost of energy was 2.5 cents\Mr, lcompared to CalEnergy's comparable sellingepfioc energy of 11.3 cents per kWh.
Thus, the revenue generated by each of CalEndapjfties is likely to decline significantly aftéhe expiration of the fixed-price period.

CalEnergy also owns and operates two geothermahtipg plants, one each in Utah and Nevada.

Operations -- U.S. Gas-Fired Plants. In August 188fEnergy completed the acquisition of Falcon $aath Resources, Inc., including its

ownership interest in three operating gas- fireger@ration plants located in New York, Texas anthBglvania and a related natural gas

pipeline, also located in New York, for a cash jpase price of $226 million. The three cogeneratémilities total 520 MW in capacity and
sell power under long-term power purchase agreesn@alEnergy also owns and operates a 50 MW ged-fiogeneration facility in Yuma,
Arizona.

Operations -- Philippines Geothermal.
Upper Mahiao.

Construction of the Upper Mahiao Project was coneplén June 1996. The project operating compamngdsiving full capacity payments
under the "take or pay" provisions of the contgaarding completion by the national power compang fifll transmission line. The plant is
presently delivering up to 40 MW over interim tramssion lines.

In 1994, construction began on the Upper Mahiageletoa 119 gross MW geothermal project on theiftiile island of Leyte. The project
was built by and is owned and operated by CE Cednti@rmal Power Company, Inc. ("CE Cebu"), a Ppitip corporation owned by
CalEnergy. The project will sell 100% of its cagpan a "take-or-pay" basis to PNOC-Energy DeveleptrCorporation ("PNOC"), which
will in turn sell the power to the National Poweororation of the Philippines ("NPC"), for distriimn to the island of Cebu, located 40 m
west of Leyte. NPC is the government-owned androtiatl corporation that is the primary supplieretdctricity in the Philippines. The
project was started by Magma, prior to its acquisiby CalEnergy. KDG has no separate ownershgrést in this project and KCG was not
involved in construction.

The total project cost was $218 million. A consamiiof international banks provided approximatelg&million in project-financed
construction loans, supported by political riskurece from the Export-Import Bank of the Unitedt®¢ ("Ex- Im Bank"). The construction
loan is expected to be converted to a term loamptly after NPC completes the full capacity transsion line, which is expected to occur in
1997. The largest portion of the term loan forgihgiect will also be provided by Eixa Bank. CalEnergy's equity contribution to thejpob is
$56 million. Subject to the pledge of the projeatnpany's stock to the lenders, CalEnergy has aerhfag political risk insurance of its equ
investment through Overseas Private Investmentd&ation ("OPIC"). The financing is collateralizey &ll the assets of the project.

Under the terms of an energy conversion agreenttemt'ECA"), executed in September 1993, CE Cebliomih and operate the project for
ten years, after which the facility will be transtel to PNOC at no cost. The project is locatethad provided by PNOC at no cost. CE Cebu
will take geothermal steam and fluid, also provitkgd®NOC at no cost, and convert its thermal enargyelectrical energy to be sold to
PNOC on a "take-or-pay" basis. Specifically, PNOK e obligated to pay for the electric capac#yen if PNOC is unable to accept
delivery of the electricity. PNOC will pay to CE Rea capacity fee (which, at the plant's desigracip, is approximately 95% of total
contract revenues) and an energy fee based onettteiaty actually delivered to PNOC (approximat&Rs of total contract revenues). The
capacity fee serves to recover the capital costiseoproject, to recover fixed operating costs, @ncbver return on investment. The energy
fee is designed to cover all variable operating maghtenance costs of the power plant. Paymentsrithd ECA will be denominated in U.S.
dollars, or computed in U.S. dollars and paid idlippine pesos at the then-current exchange ratep for the energy fee, which will be
used to pay Philippine peso-denominated expenggsfi§ant portions of the fees will be indexedUWdS. and Philippine inflation rates.
PNOC's obligations are supported by the Philipgioeernment through a performance undertaking.

Malitbog.

In 1994, CalEnergy started construction of the Malj Project, a 216 net MW geothermal project csiirg] of three 72 net MW units, loca
on the island of Leyte. The project is being buaiftd will be owned and operated by Visayas GeotakRawer Company (“VGPC"), which
wholly owned by CalEnergy. Unit | of the Malitbogdility was "deemed complete" by PNOC in July 198@aning that construction of the
first 72 net MW unit was completed on time but tbguired transmission line was not completed andiged to VGPC. During deemed
completion, PNOC is required to pay, and in fact baen paying, capacity fees under the "take dr payisions of the contract. VGPC is
selling 100% of its capacity on substantially theng basis as described above for the Upper Mahi@ed?to PNOC, which will in turn sell
the power to NPC. This project was started by Magmnar to its acquisition by CalEnergy. KDG hasseparate ownership interest in this
project and KCG has not participated in construrctio

The Malitbog Project has a total project cost giragimately $280 million, including interest duriegnstruction and project contingency
costs. A consortium of international banks and ORd€e provided a total of $210 million of constrantand term loan facilities, the $1



million international bank portion of which is sugped by political risk insurance from OPIC. CalExgs equity contribution to VGPC was
$70 million. CalEnergy's equity participation isveoed by political risk insurance from OPIC.

Units Il and Il of the Malitbog Project are beingnstructed by Sumitomo Corporation, of Japan,yamsto a fixed-price, date- certain,
turnkey supply and construction contract. Commémagparation of Units Il and 11l are scheduled torocoence in July 1997. The Malitbog
ECA is similar to the Upper Mahiao ECA describedwh All facilities (Units I, Il, and I11) will beransferred to PNOC ten years after
commercial operations begin on Unit IIl.

Operations -- England. See discussion under hedtfitgynational Energy -- Northern Electric Acquiish" below.

Construction -- Philippines and Indonesia. Seeutision of the Mahanagdong, Casecnan, and Dienggbsajinder the heading "International
Energy" below.

Geothermal power production process. Until 199@oat all of CalEnergy's projects were geothermajgats. The following is a summary of
the geothermal power production process. Firstdtheloper locates suitable geothermal resourcils, tést wells, secures permits,
negotiates long-term power contracts with an eleaitility, and arranges financing. Second, thggubis constructed. Third, the facility is
operated and maintained. Project revenues fromdleeof electricity are applied to operating cosst or royalties, and principal and interest
payments on debt incurred for acquisition and caesbn costs. Geothermal resources suitable fomgercial extraction require an
underground water reservoir heated to high temperat Production wells are drilled to release thatéd fluid under high pressure. Wells are
usually located within one or two miles of the powtant. From well heads, fluid flows through piipeks to a series of separators where it is
separated into water, brine, and steam. The steg@sised through a turbine which drives a genet@igenerate electricity. Once the steam
has passed through the turbine, it is then coateldcandensed back into water which is reinjectedutph wells back into the geothermal
reservoir. Under proper conditions, the geotheo&ler is a renewable energy source, with minimassions compared to fossil fuel power
plants. The utilization of geothermal power is preéd by certain governments in order to minimieeimport

(e.g., the Philippines), or maximize the expony(elndonesia)

of hydrocarbons. Geothermal power facilities prédgeanjoy federal tax benefits and favorable utiliegulatory treatment in the United Sta

INTERNATIONAL ENERGY

KDG is an investor with CalEnergy in power projeictshe Philippines and Indonesia and in an electtility company in England. In each
case, KDG has a direct equity interest and alsefitsrindirectly as a 30% stockholder in CalEnergy.

KDG and CalEnergy have a joint venture agreemegdrding international energy projects. If both K@ CalEnergy agree to participat
a project, they will share equally development s@std equity required for financing the project. @project by project basis, CalEnergy will
be the development manager, managing partner apa@ct operator. The agreement expires in 2001.

Mahanagdong.

In 1994 construction began on the Mahanagdong &r@el65 gross MW geothermal project on the Bpitip island of Leyte. The project
will be built, owned and operated by CE Luzon Geatial Power Company, Inc. ("CE Luzon"), a Philigpgorporation that during
construction is owned 50% by CalEnergy and 50% BYsKAfter construction, another industrial compérag an option to buy up to a 10%
financial interest in CE Luzon. The project willlsE00% of its capacity on a "take-pay" basis to PNOC, which will in turn sell the pavio
NPC, for distribution to the island of Ley:

The total project cost is $320 million, includimgerest during construction, project contingencste@and a debt service reserve fund. The
capital structure consists of a project financingstruction and term loan of $240 million providedOPIC, Extim Bank, and a consortium
international banks, and approximately $80 milliorequity contributions. KDG and CalEnergy must makjuity contributions of $40 millic
each. KDG and CalEnergy have arranged for politislinsurance on their equity investments thro@gHC. Political risk insurance from
Ex- Im Bank has been obtained for the commerciadées. The financing is collateralized by all of tissets of the project. The project is
being constructed by KCG under fixed-price, dagstain, turnkey supply and construction contraCtsmpletion of construction is expected
during 1997.

The terms of an energy conversion agreement (ti&\"Eare substantially similar to those of the Uppahiao ECA, described above. The
ECA provides for an approximately three-year cargton period and a ten-year operations periodhétend of the operations period, the
facility will be transferred to PNOC at no costl Af PNOC's obligations under the Mahanagdong E@?Asapported by the Philippine
government through a performance undertaking. Bipacity fees are expected to be approximately 9f7@dta revenues at the design
capacity levels and the energy fees are expected &pproximately 3% of total revenues.

Casecnan.

In November 1995, CE Casecnan Water and Energy @oympnc., a Philippine corporation ("CE Casecnatdyted construction on a
combined irrigation and 150 gross MW hydroelegbdever generation project (the "Casecnan Projeotated in the central part of the
Philippine island of Luzon. The project will incledliversion structures in the Casecnan and DeniprRthat will divert water into a 14 mile
long tunnel. The tunnel will transfer the watemfréthe Casecnan and Denip Rivers into the PantabaRgservoir for irrigation an



hydroelectric use in the Central Luzon area. Anangtbund powerhouse at the end of the water tumitidhouse a power plant with 150 MW
capacity. A two mile long tailrace tunnel will dedir water from the water tunnel and the new powesbdo the Pantabangan Reservoir.

The project is being developed under a projectaagemt between CE Casecnan and the National lwigd&tdministration ("NIA").

CalEnergy and KDG have minimum and maximum ownersiterests in CE Casecnan of 35% to 50% each.dther shareholders, who

have no financial commitments and will not part&tgin construction or operations, may receiver@sts of as much as 15% each, depending
on projected returns from the project.

The total project cost is $495 million, funded nbs issued by CE Casecnan of $371 million andegontributions of $62 million each
from KDG and CalEnergy. KDG also holds $20 milliointhe project bonds. Under the project agreent@BtCasecnan developed, financed,
and is constructing the project over an originakl§imated four-year construction period, and adireafter own and operate the project for a
20-year operations period. During the operatindgogeiNIA is obligated to accept all deliveries oater and energy, and NIA will pay the CE
Casecnan a guaranteed fee for the delivery of veaigra guaranteed fee for the delivery of eletyricegardless of the amount of water or
electricity actually delivered. In addition, NIA Wpay a fee for all electricity delivered in exsesf a threshold amount. NIA will sell the
electric energy it purchases to NPC. All fees tgaigl by NIA to CE Casecnan are payable in U.Sadnl The guaranteed fees for the
delivery of water and energy are expected to pmwaidproximately 70% of CE Casecnan's revenuehie®end of the 20-year period, the
project will be transferred to NIA and NPC for ndd&ional consideration on an "as is" basis. Thiiffiine government has provided a
performance undertaking under which NIA's obligasiainder the project agreement are guaranteedelylttiaith and credit of the
Philippine government.

The Casecnan project is being constructed on &aoith several basis by Hanbo Corporation and H&migpneering & Construction Co. Ltd.
("HECC") (together "Contractor"), both of which gBeuth Korean corporations and are under commoreshkiip and control. The
contractors' obligations under the constructionam are guaranteed by Hanbo Iron & Steel Comphtdy,("Hanbo Steel"), a large South
Korean steel company. In addition, the contractablggations are secured by an unconditional, ooable, standby letter of credit issued by
Korea First Bank ("KFB") in the approximate amooht118 million. In January 1997, Hanbo CorporatidECC and Hanbo Steel each fi
to seek bankruptcy protection in Korea. KFB's dredting has been downgraded because of the stib$taans it has made to Hanbo Steel.

Casecnan has recently received confirmation fronr€8Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassurance that it will remain able to perfoutiyfits obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of cre@iasecnan is presently reviewing its rig
obligations, and potential remedies in respechefrecent developments regarding the ContractoKé&®land is presently unable to spect
as to the ultimate effect of such developmentshenGasecnan project.

If the Contractor were to materially fail to penoits obligations under the contract and if KFB &g fail to honor its obligations under the
letter of credit, such actions could have a matadaerse effect on the Casecnan project. Howdased on information currently available,
KDG does not believe its investment is impaired.

Dieng.

In December 1994, Himpurnia California Energy LttHCE") executed a joint operation contract (th©®CJ) for the development of the
geothermal steam field and geothermal power fagliat the Dieng geothermal field, located in Calntava (the "Dieng Project") with
Pertamina, the Indonesian national oil company,exatuted a "take-or-pay" energy sales contraet"@$C") with both Pertamina and PLN,
the Indonesian national electric utility. HCE amdiadonesian partner formed a joint venture to tvéhe Dieng Project. CalEnergy, KDG,
and the Indonesian partner have 47%, 47%, and &XeBts, respectively, in the Dieng Project.

Pursuant to the JOC and ESC, Pertamina has grani4@E the geothermal field and wells and otheilifaes presently located thereon and
the HCE will build, own, and operate the productiorts. HCE will accept the field operation resgbilisy for developing and supplying the
geothermal steam and fluids required to operatpldngs. The JOC is structured as a build-own-sfemagreement and will expire (subject to
extension by mutual agreement) on the date whitteidater of (i) 42 years following effectivenefdhe JOC and (ii) 30 years following the
start of commercial generation of the final unitgieted. Upon the expiration of the JOC, all faiei§ will be transferred to Pertamina at no
cost. HCE is required to pay Pertamina a produaltmwance equal to three percent of HCE's netaijpgy income from the Dieng Project,
plus a further amount based upon the negotiatat\af existing Pertamina geothermal productionlifas that are expected to be made
available by Pertamina.

Pursuant to the ESC, PLN agreed to purchase antbpalil of the project's capacity and energy otitpua "take-or-pay" basis regardless of
PLN's ability to accept such energy made avail&ble the Dieng Project for a term equal to thathef JOC. The price paid for electricity
includes a base energy price for electricity ttentd deliver or are "capable of delivering,” whioteis greater. Energy price payments are
also subject to adjustment for inflation. PLN velso pay a capacity payment based on plant capaditguch payments are payable in U.S.
dollars.

Construction by KCG and CalEnergy of an initial 8V unit began in 1996 and completion is scheduteddte 1997. The total project cost
of Dieng Unit | is $160 million, including equityoatributed by KDG and CalEnergy of $20 million ea€wnstruction loan financing of $120
million was closed in October 1996; $86 millionMicCredit Suisse and $34 million by an entity owegdally by KDG and CalEnergy. Of
the latter amount, KDG and CalEnergy furnished $iian each in 1996 and expect to furnish additicdimads in 1997. The Dieng field h.



been explored domestically for over 20 years an&@agy has been active in the area for more thanyears. Pertamina has drilled a total
of 27 wells to date. CalEnergy has a significanbamnt of data, which it believes to be reliable@the production capacity of the field.
However, a number of significant steps, both finalhand operational, must be completed before tlemd@Project can proceed further. These
steps, none of which can be assured, include caimglihe drilling of wells and the constructingtbe plant for Dieng Unit | and obtaining
required regulatory permits and approvals, compdetihe well testing, entering into a constructigne@ment and other project contracts, and
arranging financing for the other units at Dieng. td three additional units at Dieng are plannedwhich KDG has incurred $16 million in
development costs. It is anticipated that moshefdapital needed to construct and operate thegQiasjects and the development stage
projects described below will be raised by profatanced debt, i.e. the loans will be repaid freawenues generated by the output of the
plants.

Development Stage Projects.

Patuha. CalEnergy and KDG are co-developing a geotél power plant at the Patuha geothermal fielthira, Indonesia. They intend to
proceed on a modular basis similar to the Diengeletowith an aggregate capacity of up to 400 M\e Total cost is estimated to be $1
billion. The Patuha Project remains subject to miner of significant uncertainties, as describedvahin connection with the Dieng Project,
and there can be no assurance that the Patuh&tRxiljgoroceed or reach commercial operation.

Bali. CalEnergy and KDG are co-developing geothémesources on the island of Bali, Indonesia. Timégnd to proceed on a modular basis
similar to the Dieng Project, with an aggregateacity of up to 400 MW. The total cost of the Baloject is estimated to be $1 billion.
CalEnergy presently intends to begin well testind exploration in early 1997 and expects to commexnstruction of the first unit in 1998.
CalEnergy presently intends to develop the Baljétoand other possible projects in Indonesia uaisgucture similar to that contemplated
for the Dieng Project. The Bali Project remainsjeabto a number of significant uncertainties, asalibed above for the Dieng Project, and
there can be no assurance that the Bali Projecpwmiteed or reach commercial operation. KDG hesadly incurred $17 million in
development costs for the Patuha and Bali projects.

Northern Electric Acquisition.

In the fall of 1996, CalEnergy and KDG took thesfisteps toward expanding their international pdweinesses beyond the power
generation business through a tender offer for ot Electric plc by CE Electric UK plc, which i8% owned by CalEnergy and 30%
owned by KDG. In December, CE Electric acquiredarigj ownership of Northern Electric. The total aimb expected to be paid for all
Northern Electric's shares is approximately $1.i@bb. CE Electric expects to acquire all the sksby the end of March 1997. As of Ma
1997, CalEnergy and KDG have made equity contrilmstito CE Electric of $410 million and $176 milliaespectively. The remaining funds
necessary to complete the acquisition will be pfediunder a term loan and revolving credit facility

Northern Electric is one of the twelve regionalotlieity companies created by the privatizationthaf electricity industry in the Unite
Kingdom in 1990. Since the regional electric companvere privatized, all but one has been acquiyecbmpanies, primarily from the
United States, attracted both by the regional Béist business and the strategic opportunity tdipigpate in a deregulated electricity market
in advance of the coming deregulation of the eleitgrdistribution markets in the United States avarldwide. Northern Electric is primarily
engaged in the distribution and supply of eledfriai its authorized franchise area in northeagil&md. The area covers 5,560 square miles
with a population of 3.2 million people. The hedfice is at Newcastle upon Tyne. For its fiscaliyeaded March 1996, Northern had net
assets of $432 million (pound 276 million) and @pierg revenue of $1.4 billion (pound 902 million).

As noted above, CalEnergy and KDG expect to learohmthrough Northern Electric about deregulatedgrawarkets. Northern Electric
provides expertise in supply, distribution, and keting in such markets. These capabilities may igepCalEnergy and KDG with an early
competitive advantage in preparing for electricigregulation in the United States and foreign ntarkeéhe acquisition further diversifies
CalEnergy and KDG's energy businesses in termscatibn, type, risks, and earnings streams.

C-TEC CORPORATION

C-TEC is a diversified international telecommuniicas and high technology company with interestedal telephone, long- distance
telephone, cable television, and engineering anthzenications services. C-TEC is a Pennsylvaniaaratjpn and has its headquarters in
Princeton, New Jersey. C-TEC common stock is traatethe NASDAQ National Market System and the CB&tock is quoted on
NASDAQ and traded over the counter. In 19¢- TEC had revenue of $367 million, EBITDA (earnifzgfore, interest, taxes, depreciation
and amortization) of $134 million, and net inconi&® million. At year-end 1996, C-TEC had total etssof $917 million, long-term debt of
$205 million, and common stockholders' equity of $3nillion. The five operating divisions of C-TE@dhtheir 1996 revenues are: C-TEC
Cable Systems ($160 million), Commonwealth TeleghGompany ($139 million), Commonwealth Long Dis&(®35 million),
Commonwealth Communications ($29 million), and RGNecom Services ($4 million).

Kiewit's Share. In 1993 KDG purchased a controliimgrest in C-TEC. Through a subsidiary, KDG owi%b6 of the outstanding shares of C-
TEC common stock and 66% of the C-TEC Class B comstock. Holders of common stock are entitled te wote per share; holders of
Class B stock are entitled to 15 votes per shabés khus owns 48% of the outstanding shares, bentiled to 62% of the available votes.
Since KDG has voting control, KDG must consolidatd EC within its financial statements. On KDG'sdrale sheet, each asset and liability
of C-TEC is added to the similar items for the ®KDG. The 52% of C-TEC that it does not ownubsacted as a single item ("minority
interest") on KDG's balance sheet. KDG keeps tod¢ke carrying value of its C-TEC investment. "yarg value" is the purchase price of
shares plus the investor's proportionate shareeoinvestee's earnings less the amortized porfigoadwill less any dividends paid. KDC



investment in C-TEC has a carrying value of $35Bioni. The 1996 year-end public market value of KBG3.3 million shares of C-TEC (at
$23 5/8 per share of common and Class B stock)$8&S million.

C-TEC Cable Systems. C-TEC Cable Systems is a talelasion operator with cable television systdotsited in New York, New Jersey,
Michigan, and Pennsylvania. The company owns aredades cable television systems serving 338,00@mess and is the majority owner
and manager of cable television systems with aitiadel 40,000 customers, ranking it among the2bpnultiple system operators in the
United States. The company must periodically seekwal of franchise agreements from local goverriaethorities. To date, all of Cable
Systems' franchises have been renewed or extegeeedrally at or prior to their stated expirationsl @n acceptable terms. Competition for
the Cable Systems' services traditionally has cfvome providers of broadcast television, video résjtand direct broadcast satellite received
on home dishes. Future competition is expected tedephone companies.

Commonwealth Telephone Company. Commonwealth TelepiCompany is a Pennsylvania public utility pravidlocal telephone service

to a 19 county, 5,067 square mile service territoriyennsylvania. The telephone company servic8R8 main access lines, an increase of
5.7% over 1995. The company also provides netwotkss, long distance, and billing and collectiawises to interexchange carriers. The
telephone company's business customer base isdiiresize as well as industry, with very littlexcentration. The ten largest business
customers combined account for only 2.3% of revenith the largest single customer accounting fuy @bout 0.5%. The telephone
company sought and was granted status as a rlephtsne company with respect to the provisionheffielecommunications Act of 1996.
This status will afford limited protection to therapany's primarily rural customer base from a raygdsition to local exchange competition.
In January 1997, the Pennsylvania Public Telepl@oramission approved the company's "Petition foedlative Regulation and Network
Modernization Plan," which will allow the comparymove from traditional rate of return regulatioret price cap formula in return for a
commitment to network modernization.

Commonwealth Long Distance. Commonwealth Long Distaoperates principally in Pennsylvania. The camggegan operations in 1990
by servicing the local service area of the CommailtlieTelephone Company. In 1992 and 1993, salésesfivere opened in other areas of
Pennsylvania. During 1996, the company statewidgfication and is also certified now in 47 stat&éhe company provides switched
services, is a reseller of several types of sesyiard employs the networks of several long digtgmoviders on a wholesale basis.

Commonwealth Communications. Commonwealth Commtioits: Inc. provides telecommunications engineesnd facilities management
services to large corporate clients, hospitalsiamdersities throughout the Northeastern UnitedeStand sells, installs and maintains PBX
systems in Pennsylvania and New Jersey. Commortw&alinmunications also provides cable and data nm&temmgineering and project
management of network construction. This grougeisdp combined with Commonwealth Telephone Compautyveill focus on the Eastern
Pennsylvania market.

RCN Telecom Services. RCN Telecom Services provioles and long distance telephone service, videgnamming and internet access to
households located in New York City and Boston. RitiNently has 417 signed building access agreeswanith represent 82,733
households located in high density housing suatoasps, condominiums and apartment complexes iBtston and New York markets.
RCN has 36,545 video programming customers, 2 8lé@hone customers and 58 Internet customers e tfaeo markets. RCN also has
4,474 video programming customers at the Universitpelaware.

RCN's New York system operates two cable progrargrd@livery systems - one that is fiber-based aredtbat uses a microwave network
acquired from Liberty Cable in New York in Marchd® The fiber-based customers are served by fasildf MFS. Telephone service in
New York is provisioned on the fit-based network and through the resale of the NYNEXvork.

RCN's Boston system operates primarily on a filsesell network obtained from MFS and provides bdépt®ne and cable programming
over this network. In December, RCN signed an ages# forming a joint venture with Boston Edison end/hich the joint venture will use
and expand upon Boston Edison's 200 mile fibercaptiwork to reach a market of approximately 650,0@stomers throughout the Greater
Boston area. The joint venture will offer bundletetommunications services.

RCN New York and the RCN Joint Venture with BosEdison were granted Open Video Systems certifindtiom the Federal
Communications Commission ("FCC") in February 198fis certification allows RCN to deliver video giees in New York City and
Boston based on the Telecommunications Act of 1B8@r to this certification, RCN offered video gees using MFS' network. RCN's
telephone service is regulated by the States of Metk and Massachusetts and the FCC. In New Yo€d\Rs certified to provide
competitive local exchange services and to reselj distance services. In Massachusetts, RCN isteegd to offer local exchange carrier
services and to resell long distance. RCN alsah#zority from the FCC to offer international seevi

RCN is a competitor to the incumbent telephonecaaiie television companies, primarily NYNEX, Timeawder Cable and Cablevision
Systems.

C-TEC International. In January 1995, C-TEC pureldas 40% equity position in Megacable, S.A. de CMéxico's second largest cable
television operator, currently serving 174,000 subers in 12 cities.

Regulation. The Federal Telecommunications Acta#6lestablished a framework for deregulation ofctvamunications industry. The Act
should stimulate growth and competition in virtyalery component of the communications industhe FCC and state regulators must
work out the specific implementation process. Comigrsare permitted to combine historically sepaliatess of business into one, and provide
combined services in markets of their own choineaddition, there will be relief from the earnimgstrictions and price controls that h:



governed the local telephone business for manysyaaa were imposed on the cable industry in 199t é&yederal Cable Television
Consumer Protection and Competition Act of 1992 (1992 Act"). The rate regulation provisions of 1992 Act have not had a materially
adverse effect on C-TEC's financial condition agslits of operations. With the passage of the ¥@96all cable systems rates ore
deregulated as effective competition enters thechisse area, or by March 31, 1999, whichever caneser. C-TEC anticipates that certain
provisions of the 1992 Act that do not relate tie r@gulation, such as the provisions relatingeteansmission consent and customer service
standards, will reduce future operating margins.

Restructuring Plans. C-TEC pursued a restructuypiag in 1996 that would have involved the salg®table television businesses to a third
party, but abandoned that plan when it could ngbtiate an attractive transaction due to the depamarket for cable TV properties. TEC
has instead announced a plan in February 199%igediself into three separate publicly held comipa:

CTCo, containing the Commonwealth Telephone CompartyCommonwealth Communications Inc.; C-TEC Miahigcontaining the cable
television operations in Michigan; and

RCN Corporation, which will consist of RCN Telec@uarvices; cable television operations in New Ytk Jersey, and Pennsylvania; and
C-TEC International.

C-TEC believes that investors and the market anerikely to understand and properly value thrqeasate businesses than the current
combined company. The plan is contingent upon véaugia favorable IRS ruling on the tax-free natof¢he spin-offs. If the reorganization
and spin-offs occur, KDG will own less than 50%tué outstanding shares voting rights of each oftlihee companies, and will account for
each company using the equity method of account®ee Note 20 to the Company's consolidated fimdistatements for balance sheets and
earnings statements of the Company presentecegsitfy method accounting for the Company's investrireC-TEC had been used in prior
years.)

OTHER BUSINESSES
PKS INFORMATION SERVICES, INC.

PKS Information Services, Inc. ("PKSIS"), providesnputer operations outsourcing and systems irtiegraervices to customers on an
international basis. PKSIS provides its outsourderyices to firms that desire to focus resourcetheir core businesses, while avoiding the
capital and overhead costs of operating their ommputer centers. Systems integration serviceshelfpmers define, develop, and
implement cost- effective information systems. P&Signed six new computer outsourcing contracts thiree contract extensions with
existing customers, during 1996. The systems iategr business was awarded several new contradesvielop and support customers'
mainframe and client/server applications, and toveat customers' source code to make it century cianpliant.

PKSIS opened a software engineering center at &tioial Technological Park of Limerick, Irelandundertake large scale development
projects, system conversions, and code restrugtamal software re-engineering. PKSIS also purchaegiBridge Corporation of Shelton,
Connecticut. LexiBridge's combination of workberiobls and methodology provides a complete strateggonverting mainframe-based
application systems to client/server architectudgi]e ensuring year 2000 compliance. In 1996, 9T®KSIS' revenue was from external
customers and the remainder was from affiliates.

SR91 TOLLROAD

KDG has invested $12 million for a 65% interes€Cialifornia Private Transportation Company, L.P.ethdeveloped, financed, and currently
operates the 91 Express Lanes, a ten mile, foerttairoad in Orange County, California. The fullytomated highway uses an electronic toll
collection system and variable pricing to adjufistto demand. Capital costs at completion wered$18lion, $110 million of which was
funded with limited recourse debt. Revenue coliécteer the 35-year franchise period is used foratpey expenses, debt repayment, and
profit distributions. The tollroad opened in Decemnth995 and achieved operating break-even in 1096r 80,000 customers have registered
to use the tollroad and weekday volumes exceedR6;8hicles per weekday.

UNITED INFRASTRUCTURE COMPANY

UIC is an equal partnership between Kiewit Infrasture Corp., a wholly owned subsidiary of KDG, @wethtel Infrastructure Enterprises,
Inc. UIC was formed in 1993 to develop North Amaridnfrastructure projects. During 1996, UIC betafocus primarily on water
infrastructure projects, principally through U.Sa&fr, a partnership formed with United Utilities®la U.K. company. U.S. Water has
acquired the concession to operate facilities atiNBrunswick, New Jersey, and is actively pursisimgilar concessions nationwide. KDG
has invested $8 million through UIC in U.S. WatéRG has also invested $3 million through UIC inpgart Group International Inc. to
develop airport privatization projects.

KIEWIT MUTUAL FUND

Kiewit Mutual Fund, a registered investment compamgs formed in 1994. Initially formed to manage @ompany's internal investments,
shares in Kiewit Mutual Fund are now availablegarchase by the general public. The Fund's investairently include individuals and
unrelated companies, as well as Kiewit- affiliafeicit ventures, pension plans, and subsidiarieemiMutual Fund has six series: Money
Market Portfolio, Government Money Market Portfolhor-Term Government Portfolio, Intermedi-Term Bond Portfolio, Te-Exempt



Portfolio, and the Equity Portfolio. In Februarydl® the Fund adopted a master- feeder structuch &athe Portfolios invests in a
corresponding series of the Kiewit Investment Trudtich now manages the underlying securities Ingisli The structure will allow smaller
mutual funds and institutional investors to poditlassets with Kiewit Investment Trust, providiogver expense ratios for all participants.
The registered investment adviser of Kiewit InvestiiTrust is Kiewit Investment Management Corsubsidiary of KDG (60%) and KCG
(40%). At the end of 1996, Kiewit Mutual Fund haat assets of $883 million.

OTHER

In February 1997, KDG purchased an office buildmgurora, Colorado for $21 million. By investing ieal estate, KDG defers taxes on a
portion of the $40 million of taxable gain otheraisecognizable with respect to the Whitney Bendfigation settlement in 1995. KDG may
make additional real estate investments in 1991 witiew toward deferring the balance of that téxaiain. KDG has also made investments
in several development-stage companies, but daesxpect earnings from these companies in 1997.

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MA  TTERS.

Market Information. There is no established pubding market for PKS' common stock. However, RK§enerally required to repurchase
shares at a formula price upon demand.

PKS Repurchase Duty. Under PKS' Certificate of tpocation effective January 1992, PKS has threbaizted classes of common stock:
Class B Construction & Mining Group Nonvoting Réged Redeemable Convertible Exchangeable Commark $tClass B"), Class C
Construction & Mining Group Restricted Redeemabiaertible Exchangeable Common Stock ("Class Cig), @lass D Diversified Group
Convertible Exchangeable Common Stock ("Class Diere are no outstanding Class B shares; the lass ® shares were converted into
Class D shares on January 1, 1997. Class C shamdsedssued only to KCG employees and can bedresdy to PKS at a formula price
based on the year-end book value of the ConstruétiMining Group. PKS is generally required to reghase Class C shares for cash upon
stockholder demand. Class D shares have a formigka fpased on the year-end book value of the DifiedsGroup. PKS must generally
repurchase Class D shares for cash upon stockhideesind at the formula price, unless the Classabestbhecome publicly traded.

Formula values. The formula price of the Class Bret is based on the book value of KDG and itsidisvies, plus one-half of the book
value, on a stand-alone basis, of the parent compater Kiewit Sons', Inc. Book value is deriveohfi the audited, consolidated financial
statements of PKS and subsidiaries as of the epddf fiscal year. PKS as a stand-alone entity doekave a significant book value.

The formula price of the Class C shares is basa@ti@book value of Kiewit Construction Group INtKCG") and its subsidiaries, including
Kiewit Mining Group Inc.("KMG"), plus one- half dhe book value of the unconsolidated parent company

Conversion. Under PKS' Certificate of Incorporafi@tass C shares are convertible into Class D stedrthe end of each year. Between
October 15 and December 15 of each year a Clatsckh®lder may elect to convert some or all ofdrisier shares. Conversion occurs or
following January 1. The conversion ratio is thiatige formula prices of Class C and Class D shdetsrmined as of the last Saturday in
December, i.e. the last day in PKS's fiscal year.

Class D shares may be converted into Class C sbahgas part of an annual offering of Class C sh@ap KCG employees. Instead of
purchasing the offered shares for cash, a KCG graplowning Class D shares may convert such shaie€lass C shares at the applicable
conversion ratio.

Restrictions. Ownership of Class C shares is gdpeaestricted to active KCG employees. Upon retiemt, termination of employment, or
death, Class C shares must be resold to PKS apiileable formula price, but may be converted fQtass D shares if the terminating event
occurs during the annual conversion period.

Class D shares are not subject to ownership osfeeanestrictions.

D Stock Listing. In October 1996, PKS' Board of éitors directed management to pursue a listingas$sD stock on a major securities
exchange or the NASDAQ National Market as soonrastjgal during 1998. The Board does not foreseministances under which PKS
would list the Class D stock prior to 1998. The &bbelieves that a listing will provide PKS wittcapital structure more suitable for the
further development of KDG's business plan. It wicalso provide liquidity for Class D shareholdeithaut impairing PKS' capital base.

The Board's action does not ensure that a listir@jass D stock will occur in 1998, or at any timiée Board could delay or abandon plans to
list the stock if it determined that such actionulebbe in the best interests of all PKS' sharehrslde addition, PKS' ability to list Class D
stock will be subject to factors beyond its contimatluding the laws, regulations, and listing #itity criteria in effect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipelisting of Class D stock with a public
offering of newly-issued Class D shares in ordaatee additional capital for KDG. Such an offeromuld delay or alter the listing plan.

Dividends and Prices. During 1995 and 1996 PKSadedlor paid the following dividends on its Classtares. The table also shows the
stock price after each dividend payment or othératéon event.



Dividend

Dividend Dividend Per Price Stock
Declared Paid Share  Clas s Adjusted Price
D Dec. 31,1994 60.25
Sep. 25, 1995* Sep. 30, 1995* 19.85* D Sep. 30, 1995 40.40
Oct. 27,1995 Jan. 5, 1996 0.50 D Dec. 30, 1995 49.50
Oct. 25, 1996 Jan. 4, 1997 0.50 D Dec. 28,1996 54.25

* MFS Spin-off (see Note 3 to KDG's consolidatathficial statements).

Although the PKS Board of Directors announced irgéat 1993 that PKS did not intend to pay regulaidéinds on Class D shares in the
foreseeable future, the Board declared a specimatid of $0.50 per Class D share in both OctoB86land 1996.

Stockholders. On March 15, 1997, PKS had the fahgwmumbers of stockholders and outstanding sHaresach class of its common stock:

Class Stockholders Shares Outstanding
B 0 0
Cc 1,120 9,262,707
D 1,846 24,483,786

KIEWIT DIVERSIFIED GROUP
SELECTED FINANCIAL DATA

The following selected financial data for eachtaf years in the period 1992 to 1996 have beeneatkfiom audited financial statements. The
historical financial information for the Kiewit Dérsified and Kiewit Construction & Mining Groupspglements the consolidated financial
information of PKS and, taken together, includésetounts which comprise the corresponding codat#d financial information of PKS.

(dollars in millions, Fiscal Ye ar Ended
except per share amounts) 1996 1995 1994 1993 1992

Results of Operations:

Revenue (1) $ 652 $ 580 $ 537 $ 267 $ 243
Earnings from continuing

operations 113 140 33 181 80
Net earnings (2) 113 140 33 181 99

Per Common Share:

Earnings from continuing

operations 485 6.45 1.63 9.08 3.95
Net earnings 485 6.45 1.63 9.08 4.92
Dividends (3) .50 .50 - .50 195
Stock price (4) 54.25 49.50 60.25 59.40 50.65
Book value 54.23 49.49 60.36 59.52 50.75

Financial Position:

Total assets (1) 2,523 2,488 3,549 2,759 1,709
Current portion of

long-term debt (1) 57 40 30 11 1
Long-term debt,

less current portion (1) 320 361 899 452 18
Stockholders' equity (5) 1,257 1,140 1,231 1,191 1,021

(1) In September 1995, the Group dividended itegtment in MFS to Class D shareholders. MFS' resifilbperations have been classifie
a single line item on the statements of earningsShé consolidated in the 1992-1994 balance sheets.

In October 1993, the Group acquired 35% of thetanting shares of C-TEC Corporation that had 57%®fvailable voting rights. At
December 28, 1996, the Group owned 48% of theandftg shares and 62% of the voting rights.

In January 1994, MFS issued $500 million of 9.375éfior Discount Notes.

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

(3) The 1996, 1995 and 1992 dividends include $5@ividends declared in 1996, 1995 and 1992 laid j January of the subsequent y:



(4) Pursuant to the Certificate of Incorporatidre stock price calculation is computed annualiatend of the fiscal year.

(5) Unless Class D Stock becomes publicly trad&$ B generally committed to purchase all Classt@iSat the amount computed, in
accordance with the Certificate of Incorporatiofen put to PKS by a stockholder. The aggregatemptien value of the Class D Stock at
December 28, 1996 was $1,269 million.

KIEWIT DIVERSIFIED GROUP
Management's Discussion and Analysis of Financtaddtion and Results of Operations

The financial statements of the Diversified Gronglide the financial position, results of operasiamd cash flows for the businesses of PKS
other than its construction business and matdisdimesses, and include certain PKS corporatesaasétliabilities and related transactions.
The Group's share of corporate assets and lighilitnhd related transactions includes amountslectefertain financial activities, corporate
general and administrative costs, common stocls#etions and income taxes. See Notes 1 and 4 ®rthe's financial statements.

Results of Operations 1996 vs. 1995

Coal Mining. Revenue and net earnings improved griljndue to increased alternate source tons so@ommonwealth Edison Company in
1996 and the liquidation of a captive insurance gany which insured against black lung disease. Uigaidation, KDG received a refund
premiums paid plus interest in excess of resersedbished by KDG for this liability. Since 1998gtamended contract with Commonwealth
provides that delivery commitments will be satidfigith coal produced by unaffiliated mines in tr@n@er River Basin in Wyoming.
Excluding alternate coal sales, coal producedeatXfoup's mines did not change significantly frdd®4 levels. KDG expects a decline in
coal revenue and earnings after 1998 as certagitkmm contracts begin to expire.

Telecommunications. Revenue for the telecommuminatsegment increased 13% to $367 million for fi$€86. C-TEC's telephone group's
$10 million, or 8%, increase in sales and C-TE@de group's $33 million or 26% increase in revemeee the primary contributors to the
improved results. The increase in telephone greuprnue is due to higher intrastate access reveanethe growth in access minutes, an
increase of 13,000 access lines, and higher intewwess and video conferencing sales. Cable gemgmue increased primarily due to higher
average subscribers and the effects of rate inesaasApril 1995 and February 1996. Subscriber tointreased primarily due to the
acquisition of Pennsylvania Cable Systems form&wyn County Trans Video, Inc., in September 199%] the consolidation of Mercom,

Inc. since August 1995. The Pennsylvania CableeBysind Mercom account for $23 million of the ine®@n cable revenue in 1996.

The 1996 operating expenses for the telecommuaoitatiusiness increased $38 million or 18% compard®95. The telephone group
experienced a 9% increase in expenses and thegralip's costs increased 31%. The increase fdetbphone group is primarily attributal
to higher payroll expenses resulting from additigreasonnel, wage increases and higher overtimgn Abntributing to the increase, were
associated with the internet access services amslitting services for a variety of regulatory apei@tional matters. The cable group's
increase is due to increased depreciation, amtidizand compensation expenses associated witlictgsition of the Pennsylvania Cable
System and the consolidation of Mercom's operatiatsd contributing to the higher costs were raieréases for existing programming and
the costs for additional programming.

General and Administrative Expenses. General andrastrative expenses declined 6% to $180 millior1996. Decreases in expenses
associated with legal and environmental mattergpartially offset by higher mine management fesd o the Construction and Mining
Group, the costs attributable to C-TEC and the imgpof the SR91 toll road. C-TEC's corporate ovathand other costs increased
approximately 13% in 1996. This increase is attable to the costs associated with the developwfethie RCN business in New York and
Boston, the acquisition of Pennsylvania Cable 3gstéhe consolidation of Mercom and the investagatf the feasibility of various
restructuring alternatives to increase sharehaldkre.

Equity Earnings, net. The loss on the Casecnamrgrand losses on several other investments wetiallyaoffset by an increase in equity
earnings from CalEnergy of $10 million and C-TEi@\gestment in Megacable S.A. de C.V. of $2 milli@alEnergy's increase is attributable
to an increase in the Group's proportionate shia@alicnergy's earnings and improvements in thoseiregs. The Casecnan loss resulted f
the variance in borrowing and investing interesésan the funds generated by the project's dédtiiog in 1995.

Investment Income, net. Investment income incred4é4d in 1996 compared to 1995. Increases in gairte@sale of marketable and equity
securities and interest income were partially affsea slight decline in dividend income.

Interest Expense, net. Interest expense in 1996ased 43% as compared to 1995. The increasamaiilsi due to the CPTC debt that was
capitalized through July 1996, and C-TEC's redeéenaifeferred stock, issued in the Pennsylvania €8ktem acquisition, that began
accruing interest in 1996.

Gain on Subsidiary's Stock Transactions, net. $haance of MFS stock for acquisitions by MFS amdetkercise of MFS employee stock
options resulted in a $3 million net gain to the@y in 1995. The Group has recognized gains arsgoom the sale and issuance of stock
by MFS on the statement of earnings. With the Sfirof MFS, these types of gains will no longerreeognized for MFS transactions.

Other, net. The decline of other income in 1996rimarily attributable to the 1995 settlement of IWhitney Benefits litigatior



Income Tax Benefit (Provision). The effective inaoiax rate for 1996 differs from the statutory rat@5% primarily because of adjustments
to prior year tax provisions, partially offset ipte taxes and nondeductible amounts associatadyaitdwill amortization. In 1995, the rats
lower than 35% due primarily to $93 million of imoe tax benefits from the reversal of certain deftax liabilities originally recognized on
gains from MFS stock transactions that are no longguired due to the tax-free spin-off of MFS auljustments to prior year tax provisions.

Results of Operations 1995 vs. 1994

Coal Mining. Mining revenue decreased 4% in 1998 arily due to a decrease in spot sales. Spot sates lower due to reduced demand in
the Group's spot coal markets because of a miltewand high hydro-electricity generation in thesteen United States. The decrease in spot
sales was patrtially offset by an increase in adtErisource coal sales due to the accelerationabsbipments to the current year from future
years and the shift of certain coal shipments froimed coal to alternate source cc

Direct costs, as a percentage of revenue, decrdéseax$ a result of the additional higher margiarakite source coal sales and a decline in
lower margin spot coal sales.

Telecommunications. With the Spin-off of MFS, teéetommunications segment is now solely comprig€lt 6EC. C-TEC's primary
operations are telephone and cable. In 1995, teleumication revenue increased 12% over 1994. Séléxe telephone group increased $7
million to $129 million, a 6% increase over 199%4creases in access lines for the local networkeeand rate increases for intrastate access
traffic were primarily responsible for the improvent. Sales for the cable group increased 34% t@ $1iiltion in 1995. The acquisition of
Twin County Trans Video, Inc. in September anddbmesolidation of Mercom, Inc.'s results since Augustributed $18 million and $6
million to C-TEC's revenue in 1995. In additionbsariber increases of approximately 16,000 oved 184l rate increases effective in April
1995 account for an $8 million increase in cabieneie. Revenues from other operating groups inede®$7 million, a 32% increase over
1994 primarily due to the resale of long distaredegghone services to another long distance resgtiprovements in switched business3a6
service sales and third party revenues froMEG's communication services business. The arraagewith the third party reseller termina
in the second quarter of 1995. Partially offsetittyJ EC's increase in revenue was the sale of tHalenservices group in 1994 which
contributed $23 million in revenue that year.

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

General and Administrative Expenses. General andrastrative expenses increased 48% in 1995. Higkaefits costs attributable to the
retired packaging employees, and increase in exgeios legal and environmental matters and inceas€-TEC's expenses were partially
offset by lower payroll expenses. C-TEC's 10% iaseein costs resulted primarily from expenses @ssatwith RCN, higher professional
fees for evaluation of strategic alternatives fanancing shareholder value and higher compensatipaenses.

Equity Earnings, net. The significant improvememequity earnings in 1995 is primarily attributatdeCalEnergy. The successful merger of
Magma Energy's operations in CalEnergy in 1995imgrily responsible for the $5 million increasetlive Group's share of CalEnergy's
earnings. Partially offsetting this increase wagquity loss of $3 million from C-TEC's investmémtMegacable S.A. de C.V. purchased in
January 1995. The remainder of the increase igalather equity investments contributing individyahsignificant increases in earnings.

Investment Income, net. Investment income incred2686 to $53 million in 1995. Improvements in irtgrincome and declines in losses on
the sales of securities and international energjept development expenses all contributed toribeease in investment income. Interest
earned on the Whitney Benefits settlement proceedsibuted to an increase in investment incom@BC's proceeds from its rights offeri
and the sale of its mobile services group alsordmrted to a higher average portfolio balance adeased interest income.

Interest Expense, net. Interest expense in 199%edsed 36% as compared to 1994. The decline imphndue to CTEC's prepayment of tt
senior secured notes in December 1994,

Gain on Subsidiary's Stock Transactions, net. $hgance of MFS stock for acquisitions by MFS awrdetkercise of MFS employee stock
options resulted in a $3 million net gain to the@r in 1995. In 1994 the Group settled a contingenthase price obligation resulting from
MFES' 1990 purchase of CFO. The former shareholofe@~O accepted MFS stock previously held by theu@r valued at market prices, as
payment of the obligation. This transaction, alerith the issuances of stock for acquisitions anglegee stock options, resulted in a $54
million net gain before taxes. The Group has retmghgains and losses from sales and issuancésolflsy MFS on the statement of
earnings. With the Spin-off of MFS, these typegahs will no longer be recognized for MFS tranisans.

Other, net. In 1995, other income primarily incladettlement proceeds of $135 million from the \Wit Benefits litigation. Other income
also included gains and losses from the dispositfgroperty, plant and equipment and other aggeit895 and 1994.

Equity Loss in MFS. The expansion activities anrwaghin 1993 and 1995 required significant initiavelopment and roll out expenses in
advance of anticipated revenues and continuedgatively affect the operating results of MFS. Affgptember 30, 1995, the Group



longer included MFS' results in its financial stagnts.

Income Tax Benefit (Provision). The effective inamiax rate for 1995 differed from the statutoryerat 35% due primarily to $93 million of
income tax benefits from the reversal of certaifeded tax liabilities originally recognized on gaifrom previous MFS stock transactions
that were no longer required due to the tax-frée-eff of MFS and adjustments to prior year tax\psons. In 1994, the rate is lower than
35% primarily due to adjustments to prior year paavisions.

Financial Condition - December 28, 1996

The Group, excluding C-TEC, described in a sepgratagraph below, generated $80 million from openat primarily coal mining in 1996.
However, due to the significant investing actistiescribed below, the Group's working capital eased $250 million or 40% during 1996.

Investing activities include $319 million of investnts and acquisitions and $30 million of capitgdenditures, including $16 million for the
remaining construction costs of the SR91 toll rotk investments and acquisitions primarily inclkd2G's $176 million investment in CE
Electric, the exercise of CalEnergy options to pase CalEnergy stock for $53 million, a $9 milliamestment in a Philippine power project,
and a $51 million investment in three Indonesiaweuoprojects. These capital outlays were partiihyded by $7 million of net proceeds
from the sale of property, plant and equipment @thér assets.

Financing sources include $20 million for the exaymof Class C Stock for Class D Stock and $19anilor the construction financing of
the SR91 toll road. Financing uses primarily cansiss11 million for the payment of dividends, $illlion for stock repurchases, and $2
million of payments on stockholder notes.

C-TEC's working capital decreased $92 million o¥8ih 1996. Cash provided by operations of $121liomlivere partially offset by $53
million used in investing activities and $41 miliimsed in financing activities. C-TEC's significactivities that reduced working capital,
include $87 million of capital expenditures, $27limn for the acquisition of Freedom and $74 mifliof net proceeds from the sale of short-
term investments. Its financing activities inclu9 million of long-term debt borrowings and $53lion of long-term debt payments.

The Group anticipates making significant investraentits energy and infrastructure businessesludliing its joint venture agreement with
CalEnergy covering international power project depment activities and opportunities to acquireitdntensive businesses which provide
for long- term growth. Other lontgrm liquidity uses include payment of income taard repurchasing the Group's stock. The Groupism
financial condition future cash flows and borrowitagpacity should be sufficient for future operatargl investing activities.

In February 1997, the Group purchased an officklimg in Aurora, Colorado for $21 million. By inviésg in real estate, the Group is able to
defer $40 million of a taxable gain recognized wikpect to the Whitney Benefits litigation. Theo@y may make a similar real estate
investment in 1997 to defer the balance of thelikexgain.

Also in February 1997, C-TEC announced a plan pausge its operations along business lines inteteeparate, publicly traded companies:
CTCao, containing the local telephone group andedlangineering business;
C-TEC Michigan, containing the cable television igens in Michigan; and

RCN Corporation, which will consist of RCN Telec@arvices; cable television operations in New Y&y Jersey, and Pennsylvania; and
the investment in Megacable S.A. de C.V., a capkrator in Mexico. RCN Telecom Services is a previof packaged local and long
distance telephone, video, and internet accesgssrprovided over fiber optic networks to residsitustomers in Boston and New York
City.

The restructuring will permit investors and theafiigcial market to better understand and evaluat&C'dvarious businesses. In addition, the
restructuring will allow C-TEC to raise capital fitre future expansion of the RCN Business on thstmfficient terms.

The plan is contingent upon receipt of a privateeteuling from the Internal Revenue Service regay the tax-free nature of the spin-off, the
receipt of other regulatory approvals, and centdliver conditions. If the reorganization and spifsafccur, the Group will own less than 50%
of the outstanding shares and voting rights of eathly and will account for each entity using #gpiity method.

In March, 1997, C-TEC paid the minority sharehoddefr Freedom $15 million of the contingent consadien outlined in the original
purchase agreement and $15 million to acquiregh&ming minority interest of Freedom. C-TEC alsid@10 million to terminate a
marketing services agreement with the former mipatareholders of Freedom.

In October 1996, the PKS Board of Directors dedaepecial $.50 per share dividend payable toseshareholders on January 4, 1997 to
shareholders of record on January 3, 1997. In 3ari#97, Class C shareholders converted 1.7 miilares, with a redemption value of $71
million, into Class D Stock.

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class Dk3ta a major securities exchange



the NASDAQ National Market as soon as practicalrdnd998. The Board does not foresee circumstameesr which PKS would list the
Class D Stock prior to 1998. The Board believes a@hating will provide PKS with a capital strucéumore suitable for the further
development of the Diversified Group's business.plawould also provide liquidity for Class D skaolders without impairing PKS' capital
base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionulebbe in the best interests of all PKS' sharehrslde addition, PKS' ability to list Class D
Stock will be subject to factors beyond its contimetluding the laws, regulations, and listing #ility criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotimpdelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordaatee additional capital for the Diversified Gro@uch an offering could delay or alter the
listing plan.

Class C shareholders are currently able to coriveit shares into Class D Stock pursuant to PK8&ifiate of Incorporation. If such a listir
occurs, Class C shareholders will continue to be tabconvert their shares into Class D Stock. H®wePKS will not be obligated to
repurchase Class D Stock from Class D shareholders.

In 1995, a Group and CalEnergy venture ("Casecnaasged financing for the construction of a $498iari combined irrigation and 150
MW hydroelectric power generation facility located the island of Luzon in the Philippines. The Graumd CalEnergy have each made $62
million of equity contributions to the project.

The Casecnan project is being constructed on &3oith several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC"), (together, "Contractor"), both of whicreaSouth Korean corporations. Hanbo CorporationBEGC are under common
ownership. The contractors' obligations under thestruction contract are guaranteed by Hanbo Ir@®t&el Company, Ltd. ("Hanbo Steel"),
a large South Korean steel company. In additiom QGbntractor's obligations are secured by an uritondl, irrevocable standby letter of
credit issued by Korea First Bank ("KFB") in thepagximate amount of $118 million. Hanbo Corporatibliie CC and Hanbo Steel have each
filed to seek bankruptcy protection in Korea and3&-—credit rating has been downgraded becauseedafubstantial loans it has made to
Hanbo Steel.

Casecnan has recently received confirmation fronr€8Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassumptions that it will remain able to perfduthy its obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of credit

Casecnan is presently reviewing its rights, obiigest and potential remedies in respect of the itetbevelopments regarding the Contractor
and KFB and is presently unable to speculate &setaltimate effect of such developments on thee@aan project.

If Contractor were to materially fail to perforns ibbligations under the contract and if KFB weréaibto honor its obligations under the
Casecnan letter of credit, such actions could laaveaterial adverse effect on the Casecnan prajestever, based on information available,
the Group does not currently believe its investnieinpaired.

EXHIBIT 99.B
KIEWIT DIVERSIFIED GROUP
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Schedules not indicated above have been omitteamlise®f the absence of the conditions under whiep are required or because



information called for is shown in the financiaht®ments or in the notes thereto.
REPORT OF INDEPENDENT ACCOUNTANTS

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

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

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

In our opinion, the financial statements referdlbove, when read in conjunction with the constdid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, inmalterial respects, the financial position of Kie@iversified Group as of December 28, 1996
and December 30, 1995 and the results of its dpesaaind its cash flows for each of the three yematise period ended December 28, 199
conformity with generally accepted accounting pipies. In addition, in our opinion the financiaht#ment schedule referred to above, when
considered in relation to the basic financial steets taken as a whole, presents fairly in all mateespects, the information required to be
included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997 except for Note 20,
as to which the date is March 21, 1997.

KIEWIT DIVERSIFIED GROUP
Statements of Earnings

For the three years ended December 28, 1996

(dollars in millions, except per share data) 199 6 1995 1994
Revenue $6 52 $ 580 $ 537
Cost of Revenue 3 84) (345) (327)
2 68 235 210
General and Administrative Expenses (1 80) (191) (129
Operating Earnings 88 44 81
Other Income (Expense):
Equity earnings, net 4 5 1
Investment income, net 59 53 24
Interest expense, net ( 33) (23) (36)
Gain on subsidiary's stock transactions, net - 3 54
Other, net 7 130

Equity Loss in MFS - (131) (102
Earnings Before Income Taxes and

Minority Interest 1 25 81 22
Income Tax (Provision) Benefit ( 12) 71 10

Minority Interest in Net (Income)
Loss of Subsidiaries - (12 1

Net Earnings $1 13 $ 140 $ 33



Net Earnings Per Common and
Common Equivalent Share $ 4. 85 $6.45 $1.63

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP

Balance Sheets
December 28, 1996 and December 30, 1995
(dollars in millions) 1996 1995
Assets

Current Assets:

Cash and cash equivalents $ 147 $ 363
Marketable securities 372 443
Restricted securities 25 30
Receivables, less allowance of $3 and $2 76 81
Other 28 39
Total Current Assets 648 956

Property, Plant and Equipment, at cost:

Land 18 17
Buildings and leasehold improvements 159 152
Equipment 810 717
987 886
Less accumulated depreciation and amortization (345) (289)
Net Property, Plant and Equipment 642 597
Investments 806 470
Intangible Assets, net 353 371
Other Assets 74 94
$ 2,523 $2,488

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Balance Sheets

December 28, 1996 and December 30, 1995

(continued)

(dollars in millions) 1996 1995
Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 79 $ 70
Current portion of long-term debt:

Telecommunications 55 36
Other 2 4
Accrued costs and billings in excess of

revenue on uncompleted contracts 12 10
Accrued reclamation and other mining costs 19 18
Other 82 77

Total Current Liabilities 249 215



Long-Term Debt, less current portion:

Telecommunications 207 264
Other 113 97
Deferred Income Taxes 165 235
Retirement Benefits 48 54

Accrued Reclamation Costs 98 99

Other Liabilities 168 170
Minority Interest 218 214

Stockholders' Equity (Redeemable Common Stock,
$1,269 million aggregate redemption value):
23,180,243 shares outstanding in 1996 and
23,024,974 shares outstanding in 1995

Common equity 1,235 1,125
Foreign currency adjustment 2) Q)
Net unrealized holding gain 24 16
Total Stockholders' Equity 1,257 1,140
$ 2,523 $ 2,488

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Statements of Cash Flows
For the three years ended December 28, 1996

(dollars in millions) 199 6 1995 1994

Cash flows from continuing operations:

Net earnings $ 113$ 140 $ 33
Adjustments to reconcile net earnings to net

cash provided by continuing operations:

Depreciation, depletion and amortization 132 96 165
(Gain) loss on sale of property, plant and
equipment, and other investments @®) 16
Gain on subsidiary's stock transactions, net - (3 (54)
Equity (earnings) loss, net (4) 119 ©)
Non-cash interest expense - - 40
Minority interest in subsidiaries - 12 (50)
Retirement benefits paid 6) (2 (6)
Deferred income taxes (62) (147) (37)
Change in working capital items:
Receivables 1 11 (28)
Other current assets 6 - (48)
Payables 9 @3 23
Other liabilities 13 69 )
Other 4 (4 24
Net cash provided by continuing operations 201 281 69

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

marketable securities 378 383 1,568
Purchases of marketable securities ( 311) (440) (1,401)
Decrease (increase) in restricted securities 6 19 (39)
Acquisitions, excluding cash acquired ( 296) (229) (207)
Proceeds from sale of cellular properties - - 182
Proceeds from sale of property, plant
and equipment, and other investments 7 14 7
Capital expenditures ( 117) (118) (485)
Investments in affiliates (53) (29) (33)
Acquisition of minority interest - - (6)
Other 8 (@2 (@14
Net cash used in investing activities $( 394) $(402) $(428)

See accompanying notes to financial statem:



KIEWIT DIVERSIFIED GROUP

Statements of Cash Flows
For the three years ended December 28, 1996
(continued)

(dollars in millions) 19 96 1995 1994
Cash flows from financing activities:

Long-term debt borrowings $ 38 $ 49 $ 691
Payments on long-term debt,

including current portion (60) (49) (305)
Issuances of common stock - 2 1
Issuances of subsidiaries' stock 1 - 70
Repurchases of common stock (112) 3) (20)
Dividends paid (12) - -
Exchange of Class C Stock for

Class D Stock, net 20 155 42
Other - - Q)
Net cash (used in) provided by

financing activities (23) 154 478
Proceeds from sales of discontinued

packaging operations - 29 5
Cash and cash equivalents of MFS at

beginning of year - (22) -
Effect of exchange rates on cash - 2 -
Net change in cash and cash equivalents ( 216) 42 124
Cash and cash equivalents at beginning of year 363 321 197
Cash and cash equivalents at end of year $ 147 $ 363 $321

Supplemental disclosure of cash flow information:
Taxes $ 55 $ 132 $ 66
Interest 38 33 39

Noncash investing and financing activities:
Conversion of CalEnergy convertible debentures

to common stock $ 66 $ - $ -
Dividend of investment in MFS - 399 -
Issuance of C-TEC redeemable preferred stock
for acquisition - 39 -
Issuances of MFS stock for acquisitions - - 71
MFES stock transactions to settle
contingent purchase price adjustment - - 25

See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP

Statements of Changes in Stockholders' Equity f@three years ended December 28, 1996

(dollars in millions, except per share data) 1996 1995 1994
Common equity:
Balance at beginning of year $ 1,125 $ 1,238 $ 1,182
Issuances of stock - 5 1
Repurchases of stock (11) ) (20)
Exchange of Class C Stock for Class D Stock, net 20 155 42
Net earnings 113 140 33
Dividend of investment in MFS - (399) -
Dividends (per share: $.50 in 1996 and 1995(a)) (12) (11) -
Balance at end of year 1,235 1,125 1,238
Other equity adjustments:
Balance at beginning of year 15 ©) 9
Foreign currency adjustment Q) Q) -
Net unrealized holding gain (loss) 8 23 (16)

Balance at end of year 22 15 ()



Total stockholders' equity $ 1,257 $ 1,140 $1,231

(a) Dividend declared in 1996 and 1995 but paidanuary of the subsequent year.
See accompanying notes to financial statements.
KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
(1) Basis of Presentation

The Class C Stock and the Class D Stock are designgrovide stockholders with separate securigéiecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction and matksrbusiness ("Construction & Mining Group") amsl @ther businesses ("Diversified
Group").

The financial statements of the Diversified Grooglide the financial position, results of operagiamd cash flows for PKS' businesses other
than its Construction & Mining Group businessedd by a whollyewned subsidiary, Kiewit Diversified Group Inc. ©G") and certain PK
corporate assets and liabilities and related timses. These financial statements have been prdpering the historical amounts included in
the PKS consolidated financial statements.

Although the financial statements of PKS' DiversifiGroup and Construction & Mining Group separateport 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 D Stock and €@sStock are stockholders of PKS. Accordingly,RieS consolidated financial statements
and related notes should be read in conjunctioh thigse financial statements.

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

These financial statements include the accountiseoDiversified Group ("the Group"). The Group'si@onstruction & Mining Group's
financial statements, taken together, comprisefdtie accounts included in the PKS consolidatedrfcial statements. The Group's
enterprises include coal mining, energy generatimhdistribution, telecommunications, and informatservices businesses and California
Private Transportation Company, L.P. ("CPTC"), tinner operator of the SR91 toll road in southerhf@aia. The Group's only reportable
segments are coal mining, energy generation anidbdison, and telecommunications.

The Group consolidates C-TEC Corporation ("C-TEEgause it controls more than 50% of the votinbtsigFifty-percent-owned mining
joint ventures are consolidated on a pro rata basiestments in other companies in which the Grexgrcises significant influence o\
operating and financial policies are accountedipthe equity method. In addition, the Group acdsdor its investments in international
energy projects using the equity method. All sigaifit intercompany accounts and transactions, éxkbepe directly between the Group and
the Construction & Mining Group, have been elimatht

The results of operations of MFS Communications Gamy, Inc. ("MFS"), which later merged into World@dnc., have been classified as a
single line item on the statements of earningscamdolidated in the 1994 statement of cash flowe® (Sote 3).

The Group invests in the portfolios of the Kiewitial Fund, ("KMF"), a registered investment compatMF is not consolidated in the
Group's financial statements.

Coal Sales Contracts

The Group's coal is sold primarily under long-teromtracts with electric utilities, which burn caalorder to generate steam to produce
electricity. A substantial portion of the Grouptsatsales were made under long-term contracts gli®96, 1995 and 1994. The remainder of
the Group's sales are made on the spot market yhiess are substantially lower than those in timgiterm contracts. As the long- term
contracts expire, a higher proportion of the Grswgles will occur on the spot market.

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



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

The Group and its mining ventures have enteredvatimus agreements with its customers which stijgudielivery and payment terms for the
sale of coal. Prior to 1993, one of the primaryteoeers deferred receipt of certain commitments drglpasing undivided fractional interests
in coal reserves of the Group and the mining veastudnder these arrangements, revenue was recdgmimn cash was received. The
agreements with this customer were renegotiatd®®?2. In accordance with the renegotiated agreesntirdre were no sales of interests in
coal reserves subsequent to January 1, 1993. Togp®ias the obligation to deliver the coal resetoghe customer in the future if the
customer exercises its option. If the option isreised, the Group presently intends to deliver éaah unaffiliated mines. In the opinion of
management, the Group has sufficient coal res¢ovesver the above sales commitments.

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

Telecommunications Revenues

C-TEC's most significant operating groups aredtal telephone service and cable system operatibi&C's telephone network access
revenues are derived from net access chargesatei and settlement arrangements for trafficdhiginates or terminates within C-TEC's
local telephone company. Revenues from telephamécses and basic and premium cable programmingaEnare recorded in the month
service is provided.

The telecommunications industry is subject to lpstte and federal regulation. Consequently, Itiéyaof the telephone and cable groups to
generate increased volume and profits is largebeddent upon regulatory approval to expand custd@asgs, increase prices and limit
expenses.

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

Concentration of credit risk with respect to acdsueceivable is limited due to the dispersionudtomer base among geographic areas and
remedies provided by the terms of contracts artdtets

Energy Generation and Distribution

The Group engages in the development, generatistnipdition and supply of electricity to customénsoughout the world. The international
power markets are characterized by numerous sandgapable competitors, many of which have morensive and more diversified
developmental or operating experience and greet@ndial resources than the Group.

The successful development, construction and dperaf international power projects is contingepbn, among other things, negotiation on
terms satisfactory to the Group of financing, eegiting, construction, fuel supply and power sategracts with other project participants,
receipt of governmental permits and consents amelyiimplementation of construction. The futurewtio of the Group is dependent, in la
part, upon the demand for additional electricalegating capacity and its ability to obtain contsattt supply portions of this capacity. There
can be no assurance that developmental effortepparticular project will be successful.

The financing and development of international @ct§ entail significant political and financialkssagainst which the Group may not be able
to insure. The uncertainty of the legal environniantertain foreign countries could make it moriidilt for the Group to enforce its rights
under agreements relating to the projects. The Bsanternational projects may, in certain casegebminated by the applicable foreign
governments.

Depreciation and Amortization

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

In accordance with industry practice, certain tetape plant owned by C-TEC valued at $238 milliodepreciated based on the estimated
remaining lives of the various classes of deprdeipboperty and straight-line composite rates. Wieperty is retired, the original cost, plus
cost of removal, less salvage, is charged to actatedidepreciation.

Intangible Assets

Intangible assets primarily consist of amountscalted upon purchase of existing operations, frasshand subscriber lists. These assets are
amortized on a straig-line basis over the expected period of benefitciitioes not exceed 40 yes



The Group adopted statement of financial accourgiagdards No. 121 ("SFAS 121"), "Accounting fag tmpairment of Long-Lived Assets
and for Long-Lived Assets to be Disposed Of", i®89The Group reviews the carrying amount of intllegassets for impairment whenever
events or changes in circumstances indicate tieatdlrying amount may not be recoverable. Measurenfeany impairment would include a
comparison of estimated future operating cash flamticipated to be generated during the remainfagf the asset to the net carrying value
of the asset. No impairment losses have been rézamjby the Group pursuant to SFAS 121.

Pension Plans

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

Through December 31, 1996, substantially all of &= employees are included in a trusteed nontattniy defined benefit plan. Upon
retirement, employees are provided a monthly pensased on length of service and compensation.

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

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

Foreign Currencies

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

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

Primary earnings per share of Class D Stock haga bemputed using the weighted average numberapéstoutstanding during each year
after giving effect to stock options consideredéodilutive common stock equivalents. The numbeshaires used in computing primary
earnings per share were 23,263,688, 21,718,792@4d@8,806 in 1996, 1995 and 1994. Fully dilutechias per share have not been
presented because it is not significantly diffefeain primary earnings per share.

Income Taxes

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

Use of Estimates

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

Reclassifications

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

Fiscal Year

The Group's fiscal year ends on the last Satund@ecember. There were 52 weeks in fiscal year§ 88@ 1995 and 53 weeks in the 1994
fiscal year.

C-TEC has a calendar fiscal ye



(3) MFS Spin-off

In September 1995, the PKS Board of Directors amm@ plan to make a tax-free distribution of itire ownership interest in MFS to the
Class D stockholders (the "Spin-off") effective ®aptember 30, 1995.

PKS completed an exchange offer prior to the Sfiinvhereby 4,000,000 shares of Class C Stock, wrobanged for 1,666,384 shares of
Class D Stock on terms similar to those under whitdss C Stock can be converted into Class D Stadkg the annual conversion period
provided for in PKS' Certificate of Incorporatiofhe conversion ratio used in the exchange was leagzliusing final 1994 stock prices
adjusted for 1995 dividends.

After the exchange offer discussed above, shares distributed on the basis of approximately 1.3dares of MFS Common Stock and
approximately .651 shares of MFS Preferred Stoclkeéah share of outstanding Class D Stock.

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

Operating results of MFS through September 30, Eo@bfor fiscal 1994 are summarized as follows:

(dollars in millions) 1995 1994
Revenue $ 412 $ 287
Loss from operations (176) (136)
Net loss (196) (151)
Group's share of loss in MFS (131) (102)

Included in the income tax benefit on the statenoémtarnings for the year ended December 30, 1I8¥83 million of tax benefits from the
reversal of certain deferred tax liabilities reciaga on gains from previous MFS stock transacttbas were not taxed due to the Spin-off.

(4) Corporate Activities
Financial Structure

PKS, in addition to specifically attributable itenmsis corporate assets, liabilities and relatednmeand expense which are not separately
identified with the ongoing operations of the Grauphe Construction & Mining Group. The items igttitable to the Group and the Group's
50% portion of PKS are as follows:

(dollars in millions) 1996 1995
Marketable securities $ 5 $ 10
Property, plant and equipment, net 5 5
Other assets 1 1
Total Assets $ 11 $ 16
Accounts payable $ 17 $ 21
Long-term debt, including current portion 1 3
Total Liabilities $ 18 $ 24
1996 1995 1994
Net investment income $ - $ - $ 7
Other income (expense) 1 - 4)

Corporate General and Administrative Costs

A portion of PKS' corporate general and administeatosts has been allocated to the Group baseu egrtain measures of business activity,
such as employment, investments and sales, whidkagement believes to be reasonable. These allasatiere $6 million, $5 million and :
million in 1996, 1995 and 1994. Due to a realignhwdrthe corporate overhead departments at thenbagj of 1995, a portion of the
administrative functions and personnel previoudilycated to the Group is now located at the Group.

Income Taxes

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



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

(5) Acquisitions

In 1996, CE Electric UK plc ("CE Electric") made ansolicited $1.3 billion offer to acquire Northegtectric plc ("Northern"), a regional
electricity distribution and supply company in tieited Kingdom. CE Electric is owned 70% by Calkyeand 30% by the Group. As of
December 24, CE Electric had acquired a majoritMafthern's shares. At December 28, 1996 the Ghawpinvested $176 million in CE
Electric. The remaining funds necessary for CE taleto complete the acquisition will be providedder a term loan and revolving credit
facility.

CE Electric accounted for the transaction as alase and recorded goodwill of $397 million repréisernthe purchase price in excess of the
fair market value of the assets acquired. The gdbidvbeing amortized over a 40 year period.

The following is summarized financial informatioh@E Electric as of December 31, 1996:

Financial Position (dollars in millions) 1996
Current assets $ 583
Other assets 1,772
Total assets 2,355
Current liabilities 785
Other liabilities 718
Preferred stock 153
Minority interest 112
Total liabilities 1,768
Net assets $ 587
Equity in Net Assets $ 176

In March 1996, Kiewit Telecom Holding Inc. ("KTH"} subsidiary of Kiewit Diversified Group Inc., er¢d into an asset purchase
agreement, along with other ancillary agreemenit$, Wiberty Cable Company, Inc. to purchase an 808rest in Freedom New York,

L.L.C. ("Freedom") for $27 million. Freedom provilsubscription televisions services using microwfa@guencies in New York City and
selected areas of New Jersey. In conjunction wstdecision to close discussions concerning treeafahe cable television unit and favorable
regulatory conditions due to the Telecommunicatidasof 1996, CTEC purchased Freedom from KTH in August 1996, mtgsy at KTH's
cost. The purchase price was allocated on the basie fair value of property, plant and equipmamndl identifiable intangible assets acqui
and liabilities assumed. C-TEC is also liable fprta $15 million of additional purchase price iEEBdom attains specified subscriber levels.
The contingent consideration is not included indhiginal purchase price or the fair value adjusttaand is accrued as it is earned.

CE Electric and Freedom's 1995 and 1996 operatisigjts prior to the acquisitions were not significeelative to the Group's results after
giving effect to certain pro-forma adjustments tedato the acquisitions, primarily increased anzatton and interest expense.

(6) Investments

Investments consist of the following at Decemberi@®6 and December 30, 1995:

(dollars in millions) 199 6 1995
CalEnergy Company Inc. $2 92 $ 218
CE Electric UK, plc (Note 5) 1 76 -
International energy projects 1 49 96
Equity securities (Note 8) 75 59
C-TEC investments:

Megacable S.A. de C.V. 74 77

Other 12 10
Other 28 10

$8 06 $ 470



In 1996, the Group exercised 1.5 million CalEneogsions at a price of $9 per share and 3.3 millatEnergy options at a price of $12 per
share. In addition, the Group converted its $66ionilof 9.5% Convertible Subordinated Debenturés 816 million shares of CalEnergy
common stock. At December 28, 1996, the Group di@2 million shares or 30% of CalEnergy's outstagdiommon stock and has a
cumulative investment in CalEnergy common stoc%282 million, $25 million in excess of the Groupteportionate share of CalEnergy's
equity. The excess investment is being amortizext 80 years. Equity earnings, net of goodwill amzatton, were $20 million, $10 million
and $5 million in 1996, 1995 and 1994. The Growgo aécognized investment income from CalEnergy debtrities of $4 million, $6 millic
and $5 million in 1996, 1995 and 1994. CalEnergyicmn stock is traded on the New York Stock Excha@geDecember 28, 1996, the
market value of the Group's investment in CalEn@agymon stock was $644 million.

The Group has 1 million options to purchase add#icCalEnergy stock at a price of $11.625 per shdwieh expire in 2001.

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

Financial Position (dollars in millions) 1996 1995
Current assets $ 945 $ 418
Other assets 4,768 2,236
Total assets 5,713 2,654
Current liabilities 1,232 162
Other liabilities 3,301 1,948
Minority interest 299 -
Total liabilities 4,832 2,110
Net assets $ 881 $ 544

Group's Share

Equity in net assets $ 267 $ 116
Goodwill 25 37
Convertible debentures - 65
Investment in CalEnergy $ 292 $ 218
Operations (dollars in millions) 199 6 1995 1994
Revenue $ 5 76 $ 399 $ 186
Net income available to common stockholders 92 62 32

Group's Share

Net Income 22 13 7
Goodwill Amortization 2) 3 @
Equity in net income of CalEnergy $ 20 $ 10 $ 5

In 1993, the Group and CalEnergy formed a ventugevelop power projects outside of the UnitedestaBince 1993, construction has be
on the Mahanagdong, Casecnan and Dieng power psojdte Mahanagdong project is a 165 MW geothepoaier facility located on the
Philippine island of Leyte. The Casecnan projeet t®mbined irrigation and 150 MW hydroelectric goweneration facility located on the
island of Luzon in the Philippines. Dieng Unit ld$55 MW geothermal facility on the Indonesianngl@f Java. Up to three additional
facilities at Dieng are in development. The ventas® has conducted significant additional develepndrilling at the Patuha and Bali site
Indonesia, and continues to pursue power projegooipnities around the world. In 1996, the Groud @alEnergy agreed to extend the
power project venture for another five years. K8Gurrently constructing the Mahanagdong and Dfaniljties.

Generally, costs associated with the developmaran€ing and construction of the international gggrrojects have been capitalized by each
of the projects and will be amortized over the éfeeach project.

The following is summarized financial informaticor the international energy projects:

Financial Position

(dollars in millions) Mahanagdong Casecn an Dieng Other Total
1996
Current Assets $ 1 $ 4 41 $ 15 $ 10 $ 467

Other Assets 239 51 118 36 444

Total Assets 240 4 92 133 46 911



Current Liabilities 15 9 24 11 59
Other Liabilities 153 3 72 35 - 560

Total Liabilities
(with recourse only to
the projects) 168 3 81 59 11 619

Net Assets $ 72 $ 1 11 $ 74 $ 35 $292

Group's Share
Equity in Net Assets $ 36 $ 55 $ 36 $ 17 $144
Loan to Project - - 5 - 5

$ 36 $ 55 $ 41 $ 17 $149

Financial Position

(dollars in millions) Mahanagdong Casec nan Dieng Other Total

1995

Current Assets $ - 8 493 $ 3 $ 1 $497

Other Assets 148 8 18 3 177
Total Assets 148 501 21 4 674

Current Liabilities 15 7 6 1 29

Other Liabilities 79 371 - - 450

Total Liabilities
(with recourse only
to the projects) 94 378 6 1 479

Net Assets $ 54 $ 123 $ 15 $ 3 $195

Group's Share
Equity in Net Assets $ 27 % 61 $ 7 $ 1% 96

In late 1995, the Casecnan joint venture closeahfiing for the construction of the project with ienssued by the project company. The
difference between the interest expense on theatebthe interest earned on the unused funds forjpeyment of construction costs resulted
in a loss to the venture of $12 million in 1996 €T@roup's share of this loss was $6 million. N@me or losses were incurred by the
international projects in 1994 or 1995.

The Casecnan project is being constructed on &3oith several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC"),(together, "Contractor") both of which é@euth Korean corporations. Hanbo Corporation aB€& are under common ownersl
The contractors' obligations under the construatimmtract are guaranteed by Hanbo Iron & Steel GomwplLtd. ("Hanbo Steel"), a large
South Korean steel company. In addition, the caittra obligations are secured by an unconditiamalyocable standby letter of credit
issued by Korea First Bank ("KFB") in the approxtmamount of $118 million. Hanbo Corporation, HE&@ Hanbo Steel have each filed
to seek bankruptcy protection in Korea and KFB&litrrating has been downgraded because of theasitiad loans it has made to Hanbo
Steel.

Casecnan has recently received confirmation fror€8Hhat it intends to fully perform its obligationader the contract. However, although
HECC is currently performing the work, there cambeassumption that it will remain able to perfdutty its obligations under the contract.

KFB has recently reconfirmed to Casecnan thatlitheinor its obligations under the letter of credit

Casecnan is presently reviewing its rights, obiigest and potential remedies in respect of the itetbevelopments regarding the Contractor
and KFB and is presently unable to speculate &setaltimate effect of such development on the Gzese project.

If Contractor were to materially fail to perforns ibbligations under the contract and if KFB weréaibto honor its obligations under the
Casecnan letter of credit, such actions could laaveterial adverse effect on the Casecnan projestever, based on information available
the Group does not currently believe its investnieinpaired.

Investments also include C-TEC's 40% ownership efdtable S.A. de C.V., Mexico's second largesecapérator, accounted for using the
equity method.

(7) Gain on Subsidiary's Stock Transactions,



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

The above transaction, along with the stock issesuby MFS for acquisitions and employee stock ogtioeduced the Group's ownership in
MFS prior to the Spin-off in 1995 to 66% and to 6@%he end of 1994. As a result, the Group reasghgains of $3 million and $54 million
in 1995 and 1994 representing the increase in the3s proportionate share of MFS' equity. Defeinredme taxes had been established on
these gains prior to the Spin-off.

(8) Disclosures about Fair Value of Financial lastents
The following methods and assumptions were usetermine classification and fair values of finahanstruments:
Cash and Cash Equivalents

Cash equivalents generally consist of funds inwkstehe Kiewit Mutual Fund-Money Market Portfolamd highly liquid instruments
purchased with an original maturity of three mondh¢ess. The securities are stated at cost, wapginoximates fair value.

Marketable Securities, Restricted Securities and Necurrent Investments

The Group has classified all marketable securitestyicted securities and marketable non-currerdgstments not accounted for under the
equity method as available-feale. Restricted securities primarily include inweents in various portfolios of the Kiewit Mutualifrd that ar
restricted by agreement to fund equity contribugibminternational energy projects and certainamaeltion liabilities of its coal mining
ventures. The amortized cost of the securities irsedmputing unrealized and realized gains ansdess determined by specific
identification. Fair values are estimated baseduwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamagonent of stockholders' equity, net of tax.

At December 28, 1996 and December 30, 1995 theta@drcost, unrealized holding gains and lossed eatimated fair values of marketa
securities, restricted securities and marketabfeqwrent investments were as follows:

Unrealize d Unrealized
Amortized Holding Holding Fair
(dollars in millions) Cost Gains Losses Value
1996:
Kiewit Mutual Fund:
Short-term government $ 100 $ - $ - $ 100
Intermediate term bond 65 2 - 67
Tax exempt 126 2 - 128
Equity 5 2 - 7
Corporate debt securities
(held by C-TEC) a7 - - a7
Collateralized mortgage obligations - 1 - 1
Other securities 20 2 - 22
$ 363 $ 9 $ $ 372
Restricted Securities:
Kiewit Mutual Fund:
Short-term government $ 8% - $ - $ 8
Intermediate term bond 8 - - 8
Equity 7 2 - 9
$ 23% 2 $ $ 25
Non-current Investments:
Equity securities $ 49 % 26 $ - $ 75
1995:
Kiewit Mutual Fund:
Short-term government $ 84% 1 $ - $ 85
Intermediate term bond 69 4 - 73
Tax exempt 130 4 - 134
Equity 4 1 - 5
U.S. debt securities 2 - - 2
Federal agency securities
(held by C-TEC) 8 - - 8
Corporate debt securities
(held by C-TEC) 113 - - 113

Collateralized mortgage
obligations - 2 - 2



Other securities 21 - - 21

$ 431 % 12 $ - $ 443

Restricted Securities:
Kiewit Mutual Fund:

Short-term government $ 15% - $ - $ 15
Intermediate term bond 7 - - 7
Equity 6 1 7
Municipal debt securities 1 1
$ 29% 1 $ $ 30
Non-current investments:
Equity securities $ 46 % 13 $ - $ 59

Other securities primarily includes bonds issuedhgyCasecnan project and purchased by the Group.

For debt securities, amortized costs do not vagiicantly from principal amounts. Realized gaaml losses on sales of marketable and
equity securities were $3 million and $- million1896, $1 million and $2 million in 1995, and $2limh and $16 million in 1994.

At December 28, 1996, the contractual maturitiethefdebt securities are as follows:

(dollars in millions) Amorti zed Cost  Fair Value

Corporate debt securities:
1-5 years $ 47 $ 47

Other securities:
5-10 years $ 20 $ 22

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

Long-term Debt

The fair value of debt was estimated using theeimeantal borrowing rates of the Group for debt efthme remaining maturities. With the
exception of C-TEC, the fair value of debt approaies the carrying amount. C-TEC's Senior Securegdd\and the Credit Agreement with
National Bank for Cooperatives have an aggregateddue of $251 million (See Note 1(

(9) Intangible Assets

Intangible assets consist of the following at Deben?28, 1996 and December 30, 1995:

(dollars in millions) 1996 1995
C-TEC:
Goodwill $ 198 $ 199
Franchise and subscriber lists 229 224
Other 34 96
CPTC intangibles and other 23 22
484 541
Less accumulated amortization (131) (170)

(10) Long-Term Debt

At December 28, 1996 and December 30, 1995, lomg-tkebt was as follows:

(dollars in millions) 1996 1995
Telecommunications:

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



(7.51% due 2009) $ 110 $ 119
Senior Secured Notes

(9.65% due 1999) 134 150
Term Credit Agreement - Morgan Guaranty Trust Com pany
(7% due 2002) 18 19
Promissory Note - Twin County Acquisition - 4
Revolving Credit Agreements and Other - 8
262 300
Other:
CPTC Long-term Debt (with recourse only to CPTC):
Bank Note
(7.7% due 2008) 65 51
Institutional Note
(9.45% due 2017) 35 35
OCTA Debt
(9.0% due 2006) 6 6
Subordinated Debt
(9.5% No Maturity) 2
108 92
Other:
9.6% to 11.1% Notes to former stockholders
due 1999-2001 1 3
Other 6 6
7 9
377 401
Less current portion (57) (40)
$320 $361

(10) Long-Term Debt (cont.)

Telecommunications

In March 1994, C-TEC's telephone group enteredara35 million Credit Agreement with the NatioBaink for Cooperatives. The funds
were used to prepay outstanding borrowings witlougragencies of the U.S. government. Substantidliihe assets of C-TEC's telephone
group are subject to liens under this Credit Agrestnin addition, the telephone group is restriétedch paying dividends in excess of the
prior year net income.

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

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

In connection with the acquisition of Twin Countyafis Video, Inc. in 1995, C-TEC Cable Systems, lmevholly owned subsidiary of C-
TEC, issued a $4 million 5% promissory note. Theewaas unsecured. In September 1996, the note aveelted in settlement of certain
purchase price adjustments.

C-TEC's cable group had Revolving Credit agreemehisiwwere collateralized by a pledge of the staicthe cable group subsidiaries wh
expired in December 1996.

Other

In August 1996, CPTC converted its constructiomrficing note into a term note with a consortiumaniks ("Bank Debt"). The interest rate
on the Bank Debt is based on LIBOR plus a varyatg with interest payable quarterly. Upon completidthe toll road, CPTC entered into
an interest rate swap arrangement with the santegafhe swap expires in January 2004 and hasiderlying interest rate of 6.96%.

The institutional note is with Connecticut Gendridé Insurance Company, a subsidiary of CIGNA Cogtion. The note converted into a
term loan upon completion of the toll ro:



Substantially all the assets of CPTC and the per'tequity interest in CPTC secure the term debt.

Orange County Transportation Authority holds $6lioil of subordinated debt which is due in varyimyaants over 10 years. Interest accrues
at 9% and is payable quarterly beginning in 2000.

The remaining subordinated debt was incurred in 1886 to facilitate the completion of the projelthe debt is payable to the partners and is
generally subordinated to all other debt of CPTferest on the subordinated debt compounds anratady6% and is payable only as CPTC
generates excess cash flows.

CPTC capitalized interest of $5 million, $7 milliamd $4 million in 1996, 1995 and 1994.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997 - $57; 19986051999 - $61; 2000 - $17 and $19 in
2001.

(11) Income Taxes

An analysis of the income tax (provision) beneéifdre minority interest for the three years endeddiber 28, 1996 follows:

(dollars in millions) 1996 1995 1994

Current:

U.S. federal $ (64) $ (69) $(21)

Foreign (4) GO )

State (6) 3) (4)
(74) (76)  (27)

Deferred:

U.S. federal 61 140 27

Foreign - 3 4

State 1 4 6
62 147 37

$(12) $ 71 $ 10

The United States and foreign components of easrfimgtax reporting purposes, before equity los8IFS (recorded net of tax), minority
interest and income taxes follows:

(dollars in millions) 1996 1995 1994
United States $ 129 $ 211 $ 123
Foreign 4) 1 1

$ 125 $ 212 $ 124

A reconciliation of the actual income tax (provigjdenefit and the tax computed by applying the. fe8eral rate (35%) to the earnings
before equity loss in MFS (recorded net of taxanity interest and income taxes for the three yeaded December 28, 1996 follows:

(dollars in millions) 1996 1995 1994
Computed tax at statutory rate $ (44) $ (74) $ (43)
State income taxes 3) - -
Depletion 3 2 3
Dividend exclusion - - 2
Goodwill amortization 4) 3) 2)
Tax exempt interest 2 2 3
Prior year tax adjustments 44 51 51
MFS deferred tax - 93
Taxes on foreign operations 4) - -
Other (6) - 4)

$ (12) $ 71 $ 10

During the three years ended December 28, 1996;tbep settled a number of disputed issues relatpdior years that have been included
in prior year tax adjustments.

Possible taxes, beyond those provided on remitsaotandistributed earnings of foreign subsidigrégse not expected to be mater



The components of the net deferred tax liabiliteeghe years ended December 28, 1996 and Dece30bd©95 were as follows:

(dollars in millions) 1996 1995
Deferred tax liabilities:

Investments in securities $ 12 $ 7
Investments in joint ventures 45 54
Investments in subsidiaries 14 9
Asset bases - accumulated depreciation 225 254
Coal sales 15 42
Other 16 14
Total deferred tax liabilities 327 380
Deferred tax assets:

Compensation - retirement benefits 29 28
Provision for estimated expenses 26 22
Net operating losses of subsidiaries 6 5
Foreign and general business tax credits 67 59
Alternative minimum tax credits 16 20
Other 19 20
Valuation allowances (6) 4)
Total deferred tax assets 157 150
Net deferred tax liabilities $170 $230

(12) Employee Benefit Plans

The Group's defined benefit pension plans covenamily packaging employees who retired prior to digposition of the packaging
operations. The income (expense) related to thiass vas approximately $1 million, ($7) million a(®L) million in 1996, 1995 and 1994.
The accrued pension liability associated with the fis not significant at December 28, 1996 anddbgmer 30, 1995.

C-TEC maintains a separate defined benefit plasdbstantially all of its employees. The prepaidgien cost and expense related to this
plan is not significant at December 28, 1996 anddb&er 30, 1995, and for the three years endednbee28, 1996.

Effective December 31, 1996, C-TEC will no longecraie benefits under the defined benefit pensian fdr employees other than those
consisting primarily of the telephone group. Theptayees will become fully vested in their benefitaued through that date. C-TEC
recognized a curtailment gain of approximately $4ion which primarily resulted from the reductiaf the projected benefit obligation.

The Group also had a lortgrm incentive plan, consisting of stock appreoratights, for certain employees. This plan conetliah 1994. Th
expense related to this plan was $2 million in 1994

(13) Postretirement Benefits

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

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

The net periodic costs for health care benefitevess than $1 million in 1996 and 1995 and $lianilin 1994. In all years, the costs related
primarily to interest on accumulated benefits.

The accrued postretirement benefit liability, priityafor packaging employees who retired prior e tdisposition of the packaging operatir
as of December 28, 1996 was as follows:

Health
(dollars in millions) Insurance
Retirees $ 30
Fully eligible active plan participants -
Other active plan participants
Total accumulated postretirement benefit obligatio n 30

Unrecognized prior service cost 17



Unrecognized net loss (5)

Accrued postretirement benefit liability $ 42

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

A 7.7% increase in the cost of covered health bareefits was assumed for fiscal 1997. This ratsssimed to gradually decline to 6.2% in
the year 2020 and remain at that level thereaftd2 increase in the health care trend rate wauldsiase the accumulated postretirement
benefit obligation ("APBO") by less than $1 millian year-end 1996. The weighted average discotmused in determining the APBO was
7.5%.

(14) Stockholders' Equity

PKS is generally committed to purchase all Classtézk in accordance with the Certificate of Incogimn. Issuances and repurchases of
common shares, including conversions, for the thiezgs ended December 28, 1996 were as follows:

Class

D Stock
Shares issued in 1994 777,556
Shares repurchased in 1994 396,684
Shares issued in 1995 2,675,553
Shares repurchased in 1995 42,147
Shares issued in 1996 410,485
Shares repurchased in 1996 255,216

(15) Class D Stock Plan

Under the 1995 Class D Stock Plan ("the Plan")Ghaup may grant options, stock appreciation rigintsther benefits of up to 1 million
shares of Class D Common Stock ("Shares") duriageh year term of the plan. The Group may nottgrare than 500,000 Shares in any
two year period and may not grant any one partitipgore than 200,000 Shares. Stock options mu& hawexercise price that is not less
the fair market value of the Shares on the gratg dad become exercisable at a rate of 20% peroyeara five year period. Stock options
expire if not exercised within ten years from tlaedof grant. Grants of 1995 options were condéibnpon approval of the Plan by PKS
shareholders which was obtained in June 1996.

Transactions involving stock options granted urtderPlan are summarized as follows:

Option Price Weighted Avg
Shares Per Share  Option Price
Balance December 31, 1994 - $ - $ -
Options Granted 268,000 40.40 40.40
Options Cancelled - - -
Options Exercised - - -
Balance December 30, 1995 268,000 $ 40.40 $40.40
Options Granted 179,000 $ 49.50 $49.50
Options Cancelled (3,000) 40.40 40.40
Options Exercised - - -
Balance December 28, 1996 444,000 $40.40 - $49.50 $ 44.07
Options exercisable
December 30, 1995 - $ - $ -
December 28, 1996 53,000 40.40 40.40

The weighted average remaining life for the 444,6ptons outstanding on December 28, 1996 is S%dsye

The Group has elected to adopt only the requirsdaiure provisions and not the optional expensegmrtion provisions under Statement of
Financial Accounting Standards No. 123, "AccounfimgStock-Based Compensation”, that establishiedr aalue method of accounting for
stock options and other equity instruments. Thepmmation cost for 1995 and 1996 that would haea becognized in the statements of
earnings if the fair value based method had bepheapto the grants of options made in 1995 andbi9%ot material



(16) Industry and Geographic Data

The Group operates primarily in three reportabgsents: coal mining, energy generation and didtidbyand telecommunications. Other
primarily includes the Group's information servitesiness, CPTC, corporate overhead not attribeitabh specific segment and marketable
securities. MFS is included in the 1994 telecomroaitidons identifiable assets, capital expendituresdepreciation and amortization
balances.

Equity earnings is included due to the significagtity investments in the energy generation antliloligion businesses.
In 1996, 1995 and 1994 Commonwealth Edison Compangunted for 23%, 23% and 22% of the Group's nea&n

A summary of the Group's operations by industry geolgraphic region is as follows:

Industry Data Coal Telec om-
(dollars in millions) Mining Energy munica tions Other Consolidated
1996
Revenue $234% - $ 367 $51 $ 652
Operating Earnings 94 (2 31 (35) 88
Equity Earnings, net - 14 1) 9) 4
Identifiable Assets 387 649 1, 100 387 2,523
Capital Expenditures 2 - 87 28 117
Depreciation, Depletion
& Amortization 12 - 106 14 132
1995
Revenue $216 $ - $ 325 $39 $ 580
Operating Earnings 7 (2 37 (68) 44
Equity Earnings, net - 10 ) 2) 5
Identifiable Assets 368 356 1, 143 621 2,488
Capital Expenditures 4 - 72 42 118
Depreciation, Depletion
& Amortization 7 - 81 8 96
1994
Revenue $ 225 % - $ 291 $ 21 $ 537
Operating Earnings 76 - 27 (22) 81
Equity Earnings, net - 5 - 4) 1
Identifiable Assets 407 219 2, 575 348 3,549
Capital Expenditures 3 - 426 56 485
Depreciation, Depletion
& Amortization 11 - 149 5 165
KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements
(16) Industry and Geographic Data (cont.)
Geographical Data Coal Tel ecom-
(dollars in millions) Mining Energy munic ations Other Consolidated
1996
Revenue
United States $234 $ - $ 367 $51 $ 652
Other - - - - -
$23 $ - $ 367 $51 $ 652
Operating Earnings
United States $ 94 $(3) % 31 $(35 $ 87
Other - 1 - - 1

$ 94 $(2 3 31 $(35) $ 88




Identifiable Assets

United States $ 387 $323 $1 , 100 $387 $2,197
Other - 326 - - 326
$ 387 $649 $1 , 100 $387 $2,523
1995
Revenue
United States $ 216 $ - $ 325 $ 39 $ 580
Other - - - - -
$ 216 $ - $ 325 $ 39 $ 580

Operating Earnings

United States $ 77 $ - $ 37 $(68) $ 46
Other - © - - (2
$ 77 $ (2 $ 37 $(68) $ 44

Identifiable Assets

United States $ 368 $260 $1 ,143 $621 $2,392
Other - 96 - - 96
$ 368 $356 $1 ,143 $621 $2,488

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements

(16) Industry and Geographic Data (cont.)

Geographical Data Coal Telec om-
(dollars in millions) Mining Energy munica tions Other Consolidated
1994
Revenue
United States $ 225 $ - $ 2 91 $21 $ 537
Other - - - - -
$ 225 $ - $ 2 91 $ 21 $ 537

Operating Earnings

United States $ 76 $ - $ 27 $(22) $ 81
Other - - - - -
$ 76 $ - % 27 $(22) $ 81
Identifiable Assets
United States $ 407 $ 219 $25 75 $348 $3,549
Other - - - - -
$ 407 $ 219 $25 75 $348 $3,549

(17) Related Party Transaction

The Group receives certain mine management serfrimesthe Construction & Mining Group. The expefsethese services was $37 milli
for 1996, $30 million for 1995 and $29 million 4894, and is recorded in general and administraiypenses.

(18) Fair Value of Financial Instruments
The estimated fair value of the Group's finanaiatiuments is as follows:

(dollars in millions)
1996 1995
Carrying Fair Carrying  Fair
Amount Valu e Amount  Value



Cash and cash equivalents (Note 8) $ 147 $ 14 7 $ 363 $ 363
Marketable securities (Note 8) 372 37 2 443 443
Restricted securities (Note 8) 25 2 5 30 30
Investment in equity securities

including CalEnergy Company

(Notes 6 & 8) 367 71 9 212 270

CalEnergy convertible debentures - - 65 65
Long-term debt (Notes 8 & 10) 377 38 4 401 417

(19) Other Matters

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class Bk3Sta a major securities exchange or
the NASDAQ National Market as soon as practicalrdui998. The Board does not foresee circumstamedsr which PKS would list the
Class D Stock prior to 1998. The Board believes d@hasting will provide PKS with a capital struceumore suitable for the further
development of the Diversified Group's business.ptawould also provide liquidity for Class D skapolders without impairing PKS' capital
base.

The Board's action does not ensure that a listingjass D Stock will occur in 1998, or any time.eTBoard could delay or abandon plans to
list the stock if it determined that such actionwebbe in the best interests of all PKS' sharehslde addition, PKS' ability to list Class D
Stock will be subject to factors beyond its continetluding the laws, regulations, and listing #ility criteria in affect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotipelisting of Class D Stock with a public
offering of newly-issued Class D shares in ordaitse additional capital for the Diversified Groduch an offering could delay or alter the
listing plan.

Class C shareholders are currently able to cortiveit shares to Class D Stock pursuant to PKSif@ate of Incorporation. If such a listing
occurs, Class C shareholders will continue to e bconvert their shares. However, PKS wouldb®bbligated to repurchase Class D
Stock from shareholders.

In 1994, several former shareholders of a subgidifMFS filed a lawsuit against MFS, KDG and théet executive officer of MFS, in the
United States District Court for the Northern Dittof lllinois, Case No. 94C- 1381. Plaintiffsedle that MFS fraudulently concealed
information from them, causing them to sell théiaies of the subsidiary to MFS at an inadequate pfihe lawsuit was settled in July, 1996.
KDG had previously agreed to indemnify MFS anddhief executive officer against any liabilitiessanig from this lawsuit. The settlement,
net of reserves established, did not materiallgafthe Group's financial position, results of @piens or cash flows.

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

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

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

The Group leases various buildings and equipmeti¢iunoth operating and capital leases. Minimumalgrdyments on buildings and
equipment subject to noncancelable operating lestisg the next 7 years aggregate $58 million.

It is customary in the Group's industries to usgoues financial instruments in the normal courséwdiness. These instruments include items
such as letters of credit. Letters of credit aneditional commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. As of December 28, 1996, the Groupdadtanding letters of credit of approximately $@#lion.

(20) Subsequent Events

In January 1997, approximately 1.7 million share€lass C Stock, with a redemption value of $7lionil were converted into
approximately 1.3 million shares of Class D Stock.

In February 1997, the Group purchased an officklimg in Aurora, Colorado for $21 million. By invirsg in real estate, the Group is able to
defer $40 million of the taxable gain recognizethwespect to the Whitney Benefits settlement. Gheup may make additional real estate
investments in 1997 to defer the balar



Also in February 1997, C-TEC announced a plan pausge its operations along business lines inteteeparate, publicly traded companies:
CTCo, containing the local telephone group andedlangineering business;

C-TEC Michigan, containing the cable television igiens in Michigan;
and

RCN Corporation, which will consist of RCN Telec@egrvices; cable television operations in New Ydt&w Jersey and Pennsylvania; and
the investment in Megacable S.A. de C.V., a capkrator in Mexico. RCN Telecom Services is a previof packaged local and long
distance telephone, video, and internet accesgessrprovided over fiber optic networks to residsitustomers in Boston and New York
City.

The restructuring will permit investors and theafiicial market to better understand and evaluat&C'Svarious businesses. In addition, the
restructuring will allow C-TEC to raise capital fitre future expansion of the RCN business on thst efficient terms.

The plan is contingent upon receipt of a privatetauling from the Internal Revenue Service regay the tax-free nature of the spin-off, the
receipt of other regulatory approvals, and centdliver conditions. If the reorganization and spifsafccur, KDG will own less than 50% of
the outstanding shares and voting rights of eatityeand will account for each entity using the igunethod.

The following is financial information of the Grolnad C-TEC been accounted for utilizing the equoithod as of December 28, 1996 and
December 30, 1995 and for each of the three yemisceDecember 28, 1996.

(dollars in millions) 1996 1995
Assets

Current Assets:

Cash and cash equivalents $ 71 $ 314
Marketable securities 325 323
Restricted securities 25 30
Receivables 34 34
Other 4 16
Total Current Assets 459 717
Net Property, Plant and Equipment 174 167
Investments 1,075 744
Intangible Assets, net 23 22
Other Assets 49 56

$1,780 $1,706

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 41 $ 42
Current portion of long-term debt 2 4
Accrued reclamation and other mining costs 19 18
Other 19 25
Total Current Liabilities 81 89
Long-term Debt, less current portion 113 97
Deferred Income Taxes 64 124
Retirement Benefits 45 51
Accrued Reclamation Costs 98 99
Other Liabilities 118 98
Minority Interest 4 8
Stockholders' Equity 1,257 1,140

$ 1,780 $ 1,706

KIEWIT DIVERSIFIED GROUP
Notes to Financial Statements

(20) Subsequent Events (cont.)

(dollars in millions) 1996 1995 1994



Revenue $ 28 5 $ 255 $ 246

Cost of Revenue (13 4) (133) (132)
15 1 122 114

General and Administrative Expenses 9 4) (115) (60)

Operating Earnings 5 7 7 54

Other Income (Expense):

Equity earnings, net - 17 (6)

Investment income, net 4 5 38 17

Interest expense, net ( 5) (1) (3)

Gain on subsidiary's stock transactions, net - 3 54

Other, net 1 2 125 4

5 2 182 66

Equity Loss in MFS - (131) (102)
Earnings Before Income Taxes and

Minority Interest 10 9 58 18
Income Tax Benefit 2 82 15
Minority Interest in Net

Loss of Subsidiaries 2 - -
Net Earnings $ 11 3 $ 140 $ 33

In March 1997, C-TEC paid the minoirty shareholdgrEreedom $15 million for the contingent consatiem outlined in the original
purchase (Note 5) and $15 million to acquire theaming minority interest. These amount will beoalited to goodwill and are expected to
be amortized over a period of approximately 6 ye@rFEC also paid $10 million to terminate a mairkgservices agreement with the
minority shareholders of Freedom. C-TEC will chatigie amount to operations for the quarter endecthal1, 1997.

SCHEDULE Il
KIEWIT DIVERSIFIED GROUP
Valuation and Qualifying Accounts and Reserves

Additions
Balance Chargedt 0 Amounts Balance
Beginning Costs and Charged to End of
(dollars in millions) of Period Expenses Reserves Other Period

Year ended December 28, 1996

C-TEC's allowance for doubtful

trade accounts $ 2 $1 $- $-8%3
Reserves:
Retirement benefits 54 - (6) - 48

Year ended December 30, 1995

C-TEC's allowance for doubtful

trade accounts $ 2 $ - $- $- 9% 2
Reserves:
Retirement benefits 67 3 2) (14)(a) 54

Year ended December 31, 1994

C-TEC's allowance for doubtful

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

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




End of Filing
ﬂl’“i i : E%

© 2005 | EDGAR Online, Inc.



