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FORM 10-Q

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 1997

or

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period to

Commission file number 0-15658

PETER KIEWIT SONS', INC.

(Exact name of registrant as specified in its @rart

47-0210602
(I.R.S. Employer
Identification No.)

Delaware
(State of Incorporation)

68131

1000 Kiewit Plaza, Omaha, Nebraska
(Zip Code)

(Address of principal executive offices)

(402)-342-2052

(Registrant's telephone number,
including area code)

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

The number of shares outstanding of each clagsedssuer's common stock, as of August 1, 1997:

Class C Common StockK ................... 10,088,879 shares
Class D Common Stock ................... 24,575,825 shares
PETER KIEWIT SONS', INC.
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PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Earnings

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions,

except per share data) 1997 1 996 1997 1996
Revenue $73 % 718 $1,381 $1,363
Cost of Revenue 595) ( 598) (1,143) (1,159)

140 120 238 204

General and Administrative Expenses  (77) (63) (153) (125)
Operating Earnings 63 57 85 79
Other Income (Expense):

Equity Earnings, net 15 3 20 3
Investment Income, net 13 18 27 37
Interest Expense, net (12) (8) (20) (15)
Other, net 7 9 20 14

23 22 47 39

Earnings Before Income Taxes and

Minority Interest 86 79 132 118
Provision for Income Taxes (33) (32) (50) (46)
Minority Interest in Net Loss (Income)

of Subsidiaries 3 (1) 9 (2)
Net Earnings $ 56 $ 46 $ 91% 71
Earnings Attributable to Class

B&C Stock $ 35 $ 29 $ 50 $ 36
Earnings Attributable to Class

D Stock $ 21 % 17 $ 41 $ 35
Primary Earnings per Share:

Class B&C $3.70 $2 .79 $5.34 $3.46
Class D $ .87 % 77 $1.67 $154
Fully Diluted Earnings per Share:

Class B&C $355 $2 .70 $5.13 $3.36
Class D $ .87 % 77 $1.67 $1.54
Cash Dividends per Common Share:

Class B&C $.70 $ .60 $ .70 $ .60

Class D $ - ; -__$ - % -



See accompanying notes to consolidated condenssucial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

Jun
1

(dollars in millions, except per share data) (unau

Assets

Current Assets:

Cash and cash equivalents
Marketable securities
Restricted securities

Receivables, less allowance of $18 and $20

Costs and earnings in excess of
billings on uncompleted contracts

Investment in construction joint ventures

Deferred income taxes
Other

Total Current Assets

Property, Plant and Equipment,
less accumulated depreciation and
amortization of $812 and $744
Investments

Intangible Assets, net

Other Assets

e 30, December 28,

997 1996
dited)

388  $ 320
368 426
24 25

421 357
95 80

113 91

65 59

50 45

524 1,403
872 807
946 900
393 368
70 72

,805 $3,550

See accompanying notes to consolidated condenssucial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

Jun
1

(dollars in millions, except per share data) (unau

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $

Current portion of long-term debt:
Telecommunications

Other

Accrued costs and billings in excess
of revenue on uncompleted contracts
Accrued insurance costs

Other

Total Current Liabilities

Long-Term Debt, less current portion:
Telecommunications

Other

Deferred Income Taxes

Retirement Benefits

Accrued Reclamation Costs

Other Liabilities

Minority Interest

Stockholders' Equity:

Preferred stock, no par value, authorized
250,000 shares: no shares outstanding

e 30, December 28,

997 1996
dited)

227 $ 235
11 55
3 2
193 124
85 81
142 140
661 637
244 207
149 125
227 163
47 48
102 99
231 234
218 218



Common stock, $.0625 par value,

$1.7 billion aggregate redemption value:

Class B, authorized 8,000,000 shares:

-0- outstanding in 1997 and 263,468 in 1996 - -
Class C, authorized 125,000,000 shares:

10,093,635 outstanding in 1997 and

10,743,173 in 1996 1 1
Class D, authorized 50,000,000 shares:

24,575,825 outstanding in 1997 and

23,219,744 in 1996 1 1
Additional paid-in capital 273 235
Foreign currency adjustment (8) (@)
Net unrealized holding gain 10 23
Retained earnings 1, 649 1,566
Total Stockholders' Equity 1, 926 1,819

$3, 805 $3,550

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

Consolidated Condensed Statements of Cash Flows

(unaudited)
Six Months Ended
June 30,

(dollars in millions) 1997 1996
Cash flows from operations:

Net cash provided by operations $ 175 $ 137
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities 186 194
Purchases of marketable securities (124) (156)
Change in restricted securities 2 2
Proceeds from sale of property, plant

and equipment, and other investments 26 20
Capital expenditures (132) (80)
Acquisitions and investments, net (89) (86)
Other - 2

Net cash used in investing activities (131) (104)
Cash flows from financing activities:

Proceeds from long-term debt borrowings 18 11
Payments on long-term debt, including

current portion (7) (17)
Net change in short-term borrowings - (45)
Repurchases of common stock (2) (15)
Dividends paid (25) (25)
Issuance of common stock 39 27

Net cash provided by (used in) financing activiti es 24 (64)
Net change in cash and cash equivalents 68 (31)
Cash and cash equivalents at beginning of period 320 457
Cash and cash equivalents at end of period $ 388 $ 426

See accompanying notes to consolidated condensutcial statements.
PETER KIEWIT SONS', INC.
Notes to Consolidated Condensed Financial Statement
1. Basis of Presentation

The consolidated condensed balance sheet of PeteitkSons', Inc. ("PKS") and subsidiaries (the i@many") at December 28, 1996 |



been condensed from the Company's audited bal&ees as of that date. All other financial statera@aintained herein are unaudited and, in
the opinion of management, contain all adjustméuasisting only of normal recurring accruals) reseey for a fair presentation of financial
position and results of operations for the peripgsented. The Company's accounting policies ardigether disclosures are set forth in
notes to the consolidated financial statementsadoed in the Company's Annual Report on FornkK1fer the year ended December 28, 1¢

Receivables at June 30, 1997 and December 28,ii8@@e approximately $72 million and $86 millimespectively of retainage on
uncompleted projects, the majority of which is estpd to be collected within one year. Includedhia tetainage amounts are $32 million and
$53 million of securities which are being held hg bwners of various construction projects in béuetainage.

The results of operations for the six months enliew 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

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

2. Earnings Per Share:

Primary and fully diluted earnings per share of own stock have been computed using the weightedgeeumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities. mMbmber of shares used in computing
earnings per share was as follows:

Three Months Ended Six Months Ended
June 30, June 30,
1997 1996 1997 1996

Primary earnings per share:
Class B&C 9,301,036 10,353,305 9,307,834 10,305(018%s D 24,579,927 23,205,830 24,544,153 23,281,02

Fully diluted earnings per share:
Class B&C 9,737,869 10,712,305 9,744,667 10,664(1a83s D 24,579,927 23,205,830 24,544,153 23,281,02

In March 1997, the Financial Accounting Standardaf issued Statement of Financial Accounting Steasl("SFAS") No. 128 "Earnings
Per Share". The statement establishes standarderfgyuting and presenting earnings per share andres the restatement of prior period
earnings per share data presented. This statemefiective for financial statements issued foiiqus ending after December 15, 1997 and
earlier application is not permitted. Basic andi@itl earnings per share, as defined in SFAS Naq.dr2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the consolidated statements of earnings

3. Summarized Financial Information:

Holders of Class B&C Stock (Construction & Miningdsp) and Class D Stock (Diversified Group) arelstmlders of PKS. The
Construction & Mining Group ("KCG") contains the @pany's construction and materials operations efiConstruction Group Inc. The
Diversified Group ("KDG") contains coal mining prenpies owned by Kiewit Coal Properties Inc., endryyestments, including 30% intere
in CalEnergy Company, Inc. ("CalEnergy") and CEdtie UK, plc ("CE Electric"), investments in inteational energy projects,
communications companies owned by C-TEC CorpordtiéAaTEC"), California Private Transportation ComgalL.P. ("CPTC"), the owner-
operator of the SR91 toll road in California, aformation services business and miscellaneous imesgs, all owned by Kiewit Diversified
Group Inc. Corporate assets and liabilities whighreot separately identified with the ongoing opieres of the Construction & Mining Group
or the Diversified Group are allocated equally kedtw the two groups.

A summary of the results of operations and findruiaition for the Construction & Mining Group attte Diversified Group follows. The
summary information for December 28, 1996 was @efrifrom the audited financial statements of thpaeesve groups which were exhibits
the 1996 Form 10-K. All other summary informatioasaderived from the unaudited financial statemehthe respective groups which are
exhibits to this Form 10-Q. All significant intemogany accounts and transactions, except thoselgibetween the Construction & Mining
Group and the Diversified Group, have been elingidat

(in millions, except per share data)

Construction & Mining Group:

Three Months Ended Six Months Ended
June 3 0, June 30,
1997 1996 1997 1996
Results of Operations:
Revenue $ 569 $ 570 $1,047 $1,072
Net earnings 35 29 50 36
Primary earnings per share 3.70 279 534 3.46

Fully diluted earnings per share 3.55 270 513 3.36



June 30, December 28,

1997 1996
Financial Position:
Working capital $ 324 $ 367
Total assets 1,117 1,042
Long-term debt, less current portion 16 12
Stockholders' equity 559 562

Included within the results of operations are nimanagement fees paid by the Diversified Group af@liion and $8 million for the three
months ended June 30, 1997 and 1996 and $16 méhdr15 million for the six months ended Junel®®7 and 1996.

(in millions, except per share data)

Diversified Group:

Three Months En ded Six Months Ended
June 30, June 30,

1997 1 996 1997 1996
Results of Operations:
Revenue $ 179 $ 162 $ 355 $ 317
Net earnings 21 17 41 35
Primary earnings per share .87 77 1.67 1.54
Fully diluted earnings per share .87 77 1.67 1.54

June 30, December 28,

1997 1996
Financial Position:
Working capital $ 539 $ 399
Total assets 2,715 2,528
Long-term debt, less current portion 377 320
Stockholders' equity 1,367 1,257

Included within the results of operations are mimenagement fees paid to the Construction & Minimgup of $7 million and $8 million for
the three months ended June 30, 1997 and 19961#nahiflion and $15 million for the six months endiche 30, 1997 and 1996.

4. Acquisitions:

In 1996, C-TEC purchased 80% of Freedom New York,Q@. ("Freedom"). Freedom provides subscriptidevision services using
microwave frequencies in New York City and sele@sshs of New Jersey. In March 1997, C-TEC paidr$#didon (including $10 million of
non-capitalizable costs) in connection with a seoktransactions which resulted in C-TEC havirld@% ownership interest in the assets of
Freedom. The acquisition was accounted for as eéhpse. The purchase price (net of non-capitalizadés) exceeded the fair value of net
assets acquired by $25 million, which is recogniaedoodwill and is being amortized over approxetyaf years.

On December 24, 1996, CE Electric which is 70% ahindirectly by CalEnergy and 30% owned indiredtiyKDG, acquired majority
ownership of the outstanding ordinary share capit&lorthern Electric plc ("Northern") pursuantadender offer (the "Tender Offer")
commenced in the United Kingdom by CE Electric mvdmber 5, 1996. As of March 18, 1997, CE Eledffectively owned 100% of
Northern's ordinary share

As of June 30, 1997, CalEnergy and KDG had contieidhtio CE Electric approximately $410 million ar/$ million, respectively, of the
approximately $1.3 billion required to acquire@Northern's ordinary and preference shares imeotion with the Tender Offer. The
remaining funds necessary to consummate the TeDidier were provided by a term loan ($921 milliomdarevolving facility agreement
obtained by CE Electric. KDG has not guaranteed,iamot otherwise subject to recourse for, amobotsowed under these facilities.

On July 2, 1997, the Labour Party in the Uniteddiom announced the details of its proposed "Wihd@X" to be levied against privatized
British utilities. This one-time tax will be 23% tie difference between the value at the time ifatization and the utility's current value
based on profits over a period of up to four yeAtghe time of acquisition, CE Electric accounfedthe potential tax as a purchase
accounting contingent liability. However, the Seéties and Exchange Commission has subsequentlyifpednan acquiring company, in a
similar situation, to account for the tax as a time charge. CE Electric will take a charge of apgmately $200 million when the tax is
enacted. The total impact to the Company, dirgbtlgugh its investment in CE Electric and indirgdtirough its investment in CalEnergy, is
expected to approximate $85 million.

On April 18, 1997, KCG and a partner each inve$tEsi million to acquire a 96% interest in Oak Moumtanergy L.L.C. ("Oak Mountain").
Oak Mountain then acquired the existing assetsiafralerground coal mine in Alabama for approxima$dl8 million and assumed
approximately $14 million of related liabilities.a® Mountain intends to use the remaining cash &dndillion of nonrecourse bank
borrowings to retire the existing debt and furtievelop and modernize the mine. Oak Mountain'dteare consolidated with those of the
Company on a pro-rata basis since the date of sitigni. The coal mine's results of operations ptacthe acquisition were not significant
relative to the Company's resul



5. Investments:

The Company is able to defer $40 million of taxaddén with respect to the 1995 Whitney Benefiigéition settlement by investing in real
estate. In February 1997, KDG purchased an offigkeling in Aurora, Colorado for $22 million. KDG mianake additional real estate
investments to defer the remaining balance. On 30n&997, KDG closed a $16 million financing agneat with Metropolitan Life
Insurance Company. The 15 year note is collaterdlzy the Aurora property and carries an intersst of 8.38%.

In late 1995, a KDG and CalEnergy venture, CE QamedVater and Energy Company, Inc., ("Casecnan$ed financing and commenced
construction of a $495 million irrigation and hydtectric power project located on the Philippiriansl of Luzon. KDG and CalEnergy have
each made $62 million of equity contributions te tiroject.

The Casecnan project was being constructed omtagod several basis by Hanbo Corporation and H&mgineering & Construction Co.
Ltd. ("HECC"), (together, "Contractors"), both ohigh are South Korean corporations. Hanbo Corpmmatnd HECC are under common
ownership. The Contractor's obligations under thestruction contract ("Hanbo Contract") are guagadtby Hanbo Iron & Steel Company,
Ltd. ("Hanbo Steel"), a large South Korean steehgany. In addition, the Contractor's obligations se&cured by an unconditional, irrevoci
standby letter of credit issued by Korea First Ba#&EB") in the approximate amount of $118 millidburing the first quarter of 1997 Hanbo
Corporation, HECC and Hanbo Steel each filed t& Sa@kruptcy protection in South Korea and KFB&ddirrating was downgraded beca
of the substantial loans it made to Hanbo Steel.

On May 7, 1997, Casecnan announced that it hadrteted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofe "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractarsiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and Colenco Power
Engineering Ltd., and will be headed by Cooperativaatori Cementista CMC di Ravenna and ImpresgadPotti & C. Spa. The Hanbo
Contract was terminated because of events of dafadkr that contract including the fact that tfenttactors had filed for court receivership
protection in South Korea. In connection with tlemtrtact termination, Casecnan made a $79 milli@wdequest under the letter of credit
issued by KFB to pay for certain transition costd ather damages under the Hanbo Contract. KFBdfdd honor the draw request and
Casecnan filed suit in New York State court. KFBdad, pursuant to a court order, the $79 millido Bn interest bearing account at an
independent financial institution in the United t8& This matter is still unresolved. If KFB shotdd to honor its obligations under the letter
of credit, such action may have a material adveffeet on the Casecnan project. However, basedfomaation available, KDG does not
currently believe its investment is impaired.

The Company and CalEnergy have agreed to jointheld@ and construct geothermal power facilitiethatDieng and Patuha sites in
Indonesia. Dieng Unit 1 is being constructed anekjsected to be placed in commercial operatiom thie year. An additional five units are
expected to be constructed on a modular basisageththermal resources are developed. On Jun®32, the Company and CalEnergy
closed a $400 million revolving credit facility fimance the development and construction of theaiemg Indonesian projects. The credit
facility is collateralized by the Indonesian assatd is nonrecourse to the Company.

6. C-TEC Restructuring:

In February 1997, C-TEC announced a plan to sep#isbperations along business lines into threarsge, publicly traded companies:
Commonwealth Telephone Enterprises, Inc. contaitlirdocal telephone group and related enginedrnirsiness;

Cable Michigan, Inc., containing the cable teledisoperations in Michigan; and

RCN Corporation, Inc., which will consist of RCNI€&eom Services; C-TEC's existing cable systemblérBostonwashington D.C. corrida
and the investment in Megacable S.A. de C.V., dcaperator in Mexico. RCN Telecom Services is@vjater of packaged local and long

distance telephone, video, and internet accesgesrprovided over fiber optic networks to resideitustomers in Boston and New York

City.

The restructuring should permit investors and tharfcial markets to better understand and evaldal&C's various businesses. In addition,
the restructuring will allow C-TEC to raise capital the most efficient terms. In July 1997, C-THG5ed four separate credit facilities with a
syndicate of banks aggregating $410 million. C-TiE€nds to use these credit facilities to refinatheecable group's existing Senior Secured
Notes and to fund RCN's continued developm

On June 18, 1997, C-TEC received approval by tternal Revenue Service to conduct the tax-free-sffinf Cable Michigan and RCN
Corporation. While it is anticipated the proposestructuring will occur by the fourth quarter, $y@En-offs are subject to receipt of other
regulatory approvals and certain other conditidithe reorganization and spin-offs occur, KDG vaWn less than 50% of the outstanding
shares and voting rights of each entity, and wifefore account for each entity using the equigyhod for all of 1997.

On May 12, 1997, C-TEC announced that it had pregds acquire the 38% of the common stock of Merten ("Mercom™) not currently
owned by it in exchange for 8.75% of the commorelstaf Cable Michigan. The proposed exchange ratlmaised on the assumption that
Cable Michigan will have $125 million of debt ow@stling at the time of the transacti



The proposal is subject to certain conditions,udiig the consummation of C-TEC's restructuring tuedreceipt of all required regulatory

approvals. On June 23, 1997,TEC announced that due to the earlier than anteipiRS approval of its own restructuring, it wasgendin
discussions with Mercom until after its restruatgrivas complete. C-TEC reserves the right to withdts proposal at any time prior to the
execution of a definitive agreement. There candassurance as to the terms of any transactidmbany transaction will take place.

The following is financial information of the Compahad C-TEC been accounted for utilizing the ggoiethod in the consolidated
condensed financial statements as of June 30, H9@/December 28, 1996 and for the three and sitime@nded June 30, 1997 and 1996.

Ju ne 30, December 28,
(dollars in millions) 1997 1996
Assets
Current Assets:
Cash and cash equivalents $ 330 $ 244
Marketable securities 364 379
Restricted securities 24 25
Receivables, less allowance of $15 and $17 370 315
Costs and earnings in excess of billings on

uncompleted contracts 95 80

Investment in construction joint ventures 113 91
Deferred income taxes 55 49
Other 38 32
Total Current Assets 1,389 1,215
Property, Plant and Equipment, net 377 339
Investments 1,211 1,166
Intangible Assets, net 45 38
Other Assets 44 47

$ 3,066 $ 2,805

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable $ 191 $ 197
Current portion of long-term debt 3 2
Accrued costs and billings in excess of revenue
on uncompleted contracts 180 112
Accrued insurance costs 85 81
Other 76 78
Total Current Liabilities 535 470
Long-Term Debt, less current portion 149 125
Deferred Income Taxes 128 62
Retirement Benefits 45 45
Accrued Reclamation Costs 102 99
Other Liabilities 179 181
Minority Interest 2 4
Total Stockholders' Equity 1,926 1,819
$ 3,066 $ 2,805
Three Months Ended Six Months Ended
June 30 , June 30,
(dollars in millions) 1997 1996 1997 1996
Revenue $ 637 $ 625 $1,187 $1,180
Cost of Revenue (524) (534) (1,004) (1,035)
113 91 183 145
General and Administrative Expenses  (48) (42) (89) (82
Operating Earnings 65 49 94 63
Other Income (Expense):
Equity Earnings, net 10 2) 11 2)
Investment Income, net 11 15 22 30
Interest Expense, net 5) 3) (8) 3)
Other, net 6 13 20 20
22 23 45 45

Earnings Before Income Taxes and
Minority Interest 87 72 139 108



Provision for Income Taxes (32) (28) (50) (39

Minority Interest in Net Loss
of Subsidiaries 1 2 2 2

Net Earnings $ 56 $ 46 $91 $71

Six Months Ended

June 30,

(dollars in millions) 1997 1996
Cash flows from operations:

Net cash provided by operations $ 145 $ 105
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities 142 76
Purchases of marketable securities (124) (104)
Change in restricted securities 3 2
Proceeds from sale of property, plant

and equipment, and other investments 26 20
Capital expenditures (74) (53)
Acquisitions and investments, net (61) (103)
Other - 1

Net cash used in investing activities (88) (161)
Cash flows from financing activities:

Proceeds from long-term debt borrowings 18 11
Payments on long-term debt including

current portion 2) (5)
Net change in short-term borrowings - (45)
Repurchases of common stock 1) (15)
Dividends paid (25) (24)
Issuance of common stock 39 27

Net cash provided by (used in) financing activiti es 29 (51)
Net change in cash and cash equivalents 86 (107)
Cash and cash equivalents at beginning of period 244 408
Cash and cash equivalents at end of period $ 330 $ 301

7. Other Matters:

On June 19, 1997, James Q. Crowe was appointeti®neand CEO of Kiewit Diversified Group Inc. MZrowe assumed the position
previously held by Richard R. Jaros, who will cont to serve on the PKS Board of Directors. Mrv@revas the Chairman and CEO of
MFS Communications Company until December 31, 198&n the company was purchased by WorldCom, I€SMas a subsidiary of the
Company until September 1995, when it was spuraiodf became an independent, publicly owned corporati

The Company is involved in various lawsuits, claensl regulatory proceedings incidental to its besin Management believes that any
resulting liability for legal proceedings beyondtiprovided should not materially affect the Compafinancial position, future results of
operations or future cash flows.

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

Separate management's discussion and analysizaofal condition and results of operations forKiwwit Construction & Mining Group
and the Kiewit Diversified Group have been filedpast of Exhibits 99.A and 99.B to this report. T®@empany will furnish a copy of each
exhibit without charge upon the written requestradded to Stock Registrar, Peter Kiewit Sons', 00 Kiewit Plaza, Omaha, Nebraska

68131.
Results of Operations- Second Quarter 1997 vs. SexbQuarter 1996
Revenue from each of the Company's business segriwerihe three months ended June 30 comprisefbiibeing (in millions):

199 7 1996



Construction $5 69 $ 570

Coal Mining 54 58
Telecommunications 98 93
Other 27 11
Eliminations ( 13) (14)

$7 35 $ 718

Construction. KCG's construction operations casdparated into two components; construction aneéniadg. Revenue for the construction
business was down 3% to $494 million compared t$8illion in 1996. The decline is due to seveaatie projects being in the start-up
phase and the substantial completion of the Saquio#oll road project at the end of 1996. Althowgimstruction revenue was down,
materials revenue increased 25% due to the stremgdd for aggregates in the Arizona market.

Contract backlog at June 30, 1997 was $3.5 bilhiowhich 4% is attributable to foreign operationsdted in Canada and Indonesia. Dom
projects are spread geographically throughout thiged States. Included in backlog is $755 million the "I-15" project awarded in late
March. Kiewit is the sponsoring partner on the gediuild joint venture reconstructing 16 miles ofdrstate 15 through the Salt Lake City
area. The project is expected to be completed @120

Margins on construction projects for the secondiguaf 1997 increased to 13% compared to 10%fersame period in 1996. The
recognition of additional revenue from San Joadoilroad was the primary factor contributing te increase. Material margins, as a
percentage of revenue, in 1997 were unchanged I896.

Mining. Mining revenue declined 7% in the secondrter of 1997 compared to the same period in 188monwealth Edison Company
("Commonwealth") has the flexibility under the arded contract to accelerate or defer delivery @rakte source coal provided it accepts
delivery of the aggregate minimum commitment atehd of each year. In early 1996, alternate socweéshipments fell below minimum
levels. These shortfalls were partially made ufh@nsecond quarter of 1996. In 1997, the opposéaario occurred. Commonwealth took
delivery of more coal in the first quarter than seeond quarter. Partially offsetting the declimaliernate source coal sales were additional
spot sales to utilities in the northwestern Unitdtes.

Cost as a percentage of revenue for the coal moegations in the second quarter of 1997 was stamdiwith that of the prior year. A spot
market customer bought out a portion of its corttbgcmaking a payment equivalent to 60% of thegatcoal. These proceeds, with no
corresponding costs, offset the decline in highargim alternate coal sales.

Telecommunications. The telecommunications segisartmprised of C-TEC's telephone, cable and RGN gg. Due to the receipt of the
IRS approval to spin-off Cable Michigan and RCNTEE has reclassified these businesses as discedtoperations and has recognized, in
the second quarter, their estimated losses thrthegprojected spin-off date. KDG's equity ownershipll three businesses will remain at
approximately 48% at the spin-off date. Theref&®G will continue to reflect the operations of Caldllichigan and RCN as continuing
operations and has not accrued the estimated lof#esse businesses through the spin-off date.

Telecommunications revenue for the Company ince&Semillion or 5% for the three months ended J8@e1997 compared to the same
period in 1996. The telephone group's revenue wsandially unchanged in 1997. Higher local netwseivice revenue, and interstate and
intrastate access revenue were primarily offsed dgcline in construction revenue from the commativas services business. The
communications services business is continuallyestibo fluctuations due to its nonrecurring revestreams, market conditions and the
effect of competition on margins. As of June 307,%he business had minimal backlog and doesntmiate a significant change in the
foreseeable future. Sales for the cable group &sa@ $5 million or 12% in 1997. The increase istattable to higher basic service revenue
resulting from additional subscribers during theigitand the effects of a rate increase implemedteihg the first quarter of 1997. RCN's
revenue increased to $3 million in the second guaft1997. An increase of subscribers in the Bostad New York markets is responsible
for the increase.

Telecommunications cost of sales increased 11%eisé¢cond quarter of 1997. Expenses for the tetepbmup remained level with those of
the same period in 1996 as increases in advertigifagmation systems services expenses and the associated with the development of a
competitive local telephone effort were substalytiaffset by lower materials costs associated withvideo conferencing sales and lower
construction costs of the communications servieesness resulting from the decline in sales. Thecgroup's costs increased 10% in 1997.
The increase is primarily attributable to highesibgprogramming costs, resulting from higher prograng rates, additional channels and
additional subscribers. The costs associated wétdevelopment of new business in New York and @ggirimarily personnel, advertising
and programming, resulted in a $7 million incre@msBCN's costs.

General and Administrative Expenses. General andrastrative expenses increased 23% in the secoadey of 1997 compared to the sg
period in 1996. The expenses of Freedom and tHfegzional fees incurred by C-TEC for its restruickymwere the primary factors for the
increase. Also contributing to the increase wereegal and administrative expenses associated hgtigtowing information services busine

Equity Earnings, net. Equity earnings increasediB@antly in 1997. KDG's proportionate share ofieergy's earnings increased $5 million
in the second quarter of 1997 to $9 million. Thevarsion of CalEnergy debentures to common stodkila@ exercising of options increased
the Company's ownership interest in CalEnergy f23% at June 30, 1996 to 30% at June 30, 1997. @ddl¢is earnings also increased
primarily due to the completion and commencememtpafrations in the Salton Sea Unit IV and two PBpilie geothermal facilities, tt



purchase of three cogeneration facilities and tugiigition of Northern Electric, all of which ocead in the last half of 1996. In addition to
contributing to CalEnergy's earnings, KDG's projporite share of Northern Electric also providedifion of income. Partially offsetting
these gains were losses attributable to the Casgmogect. The Casecnan loss during constructisalt®from the variance in borrowing and
investing interest rates on the funds generatethdyroject's debt offering in 1995.

Investment Income, net. The decline in investmeeobine is attributable to a reduction of interesbme, due to a smaller average portfolio
balance and the conversion of CalEnergy debenimt@sommon stock in September 1996, and a detligains on the disposal of
marketable and equity securities.

Interest Expense, net. Interest expense increasedd8 million in 1996 to $12 million in 1997. Imést of $2 million was capitalized by
CPTC in 1996 due to the construction of the SR8Xdad. Due to the commencement of operationgrast of $3 million was charged
against earnings in 1997.

Other, net. Other income declined slightly in 19Gains on the disposal of property, plant and egeit declined in the second quarter of
1997 to $5 million from $8 million in the same pEtiin 1996. This decline was partially offset byiacrease in other miscellaneous income.

Provision for Income Taxes. The effective incomertte for the second quarter of 1997 and 199@diffrom the expected statutory rate of
35% primarily due to the state income taxes.

Minority Interest in Net Loss (Income) of Subsidéas. C-TEC's losses, primarily due to the develaproéthe RCN business and
restructuring expenses, and the losses associdgtethe SR91 toll road, resulted in the increasesés attributable to minority shareholders.

Results of Operations - Six Months 1997 vs. Six Mtims 1996

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

1 997 1996
Construction $1 ,047  $ 1,072
Coal Mining 115 111
Telecommunications 194 183
Other 46 23
Eliminations (21) (26)
$1 ,381 $1,363

Construction. Total revenue for the constructiognsent for the six months ended June 30, 1997 deeded25 million or 2% compared to the
same period in 1996. Revenue for the constructiminess was down 4% to $918 million compared tdl$fdlion in 1996. The decline is
due to several large projects being in the stagphase and the substantial completion of the Saquio toll road project at the end of 1996.
Although construction revenue was down, materigd&nue increased 16% due to the strong demandgdoegates in the Arizona market.

Margins on construction projects for the first sionths of 1997 increased to 10% compared to 8%hésame period in 1996. Claim
settlements received in the first quarter of 198 #he recognition of additional revenue from Saaqlin toll road were the primary factors
contributing to the increase. Materials marging9®7 were consistent with those of 1996.

Mining. Coal sales increased 4% during the firdt 661997. Additional spot coal sales, partiallyedto a decline in hydroelectric power
generated in the northwestern United States, adti@ukl contract sales to Mississippi Power watienprily responsible for the increase in
revenue.

Operating costs as a percentage of revenue weuaiyrunchanged from the same period in 1996. ilbreease in lower margin contract and
spot sales was substantially offset by the proc&eds the partial buy-out of a spot sales contract.

Telecommunications. The Company's telecommunicatiemenue increased 6% to $194 million for thensdbnths ended June 30, 1997
compared to the same period in 1996. Sales faetbphone group were consistent with that of therprear. A decline in revenue from the
communications services business was substantififigt by increases in higher local network servaaenue, interstate and intrastate access
revenue, and internet access revenue. Sales foatile group increased 9% to $79 million for theqek The increase is primarily attributa

to higher basic service revenue resulting from thalttl subscribers and the effects of a rate irmr@mplemented during the first quarter of
1997. RCN's revenue increased $5 million to $6iamilfor the first half of 1997. This increase isedo additional subscribers in the Boston
and New York markets.

The cost of revenue for the Company's telecommtinitesegment increased 12% in 1997. The costsiasso with the development of a
competitive local telephone effort in 1997 and plesitive effect of a one-time postemployment bersfjustment in 1996 were primarily
responsible for the 5% increase in the telephonapgs cost of revenue. Partially offsetting theésms was a decline in costs for the
communications services business resulting froracaedse in sales. The cable group's costs incr@8sddr the six months ended June



1997. The increase is primarily due to higher bpsigramming costs. The development of the New Yaorit Boston markets resulted in an
$11 million increase in costs for RCN during theipa The most significant increases occurred irspenel related costs, origination and
programming costs and advertising expenses.

General and Administrative Expenses. General andrastrative expenses increased 22% in 1997. Tpereses of Freedom, acquired by C-
TEC in 1996, and certain non capitalized costsléf gillion incurred in connection with the MarchdPtransactions with Freedom's
minority shareholders, and the professional feesrired for C-TEC's restructuring were primarilypessible for the higher costs. Also
contributing to the increase was additional cost®eiated with KDG's growing information servicesiness.

Equity Earnings, net. Equity earnings increasediBaantly in 1997. KDG's proportionate share ofi&zergy's earnings increased $10 mil
in 1997 to $16 million. An increase in the Comparshare of CalEnergy's earnings and improvemeritose earnings, primarily due to the
commencement of operations of additional geothefawlities, the acquisitions of three cogenerafiacilities and Northern Electric. KDG's
share of Northern Electric provided $9 million nEome. Partially offsetting these gains were lossgtbutable to the Casecnan project.

Investment Income, net. Investment income declRi&d in 1997. The conversion of CalEnergy convegtidtdbentures into common stock, a
reduction in the average portfolio balance duddnifcant investments in CE Electric and the ROMinesses and a decline in the gains
recognized on sales of securities, all contribectduction in investment income.

Interest Expense, net. Interest expense increask@bi7 to $20 million from $15 million in 1996. Tdugh June 1996 and 1997, CPTC
incurred $4 million and $5 million of interest as long-term debt. In 1996 the interest was capédldue to the construction of the SR91 toll
road. In 1997 the interest was charged againstregn

Other, net. Other income is primarily comprisedjains and losses on the sale and disposition giegptyy plant and equipment and other
assets. Increased income from the sale of operasisets, and the absence of a one-time charge T&GZs write-off of regulatory assets, led
to the increase in other income.

Provision for Income Taxes. The effective incomertate for 1997 and 1996 differs from the expedtadiutory of 35% primarily due to the
state income taxes.

Minority Interest in Net Loss (Income) of Subsidéas. C-TEC's losses, primarily due to the develaproéthe RCN business, certain non-
capitalized costs incurred in connection with therth 1997 transactions with Freedom's minority ehalders and restructuring expenses,
and the losses associated with the SR91 toll mesd|ted in the increased losses attributable twrity shareholders.

Financial Condition - June 30, 1997 vs. December 28996

Excluding C-TEC, described in a separate paraghafsw, The Company's working capital increased $1@Bon or 15% during the first six
months of 1997. The increase was mainly due to pesfided by operations, including $93 million ektrefunds, and financing activities.
The increase was offset by cash used to fund imgeattivities.

Investing activities include $61 million of investmts, and $74 million of capital expenditures, uidhg $62 million for construction
equipment and $8 million for the information seesdusiness. The investments primarily include KC¥5 million investment in a
Philippine power project, $14 million investmenttimee Indonesian power projects, $22 million foeal estate investment and KCG's $15
million investment in Oak Mountain. These capitatlays were partially offset by $17 million of r@toceeds from the sale of marketable
securities and $26 million of proceeds from the sdlproperty, plant and equipment and other assets

Financing sources include $34 million and $5 milfor the issuance of Class C Stock and Class BkStmd $16 million and $2 million of
long-term debt borrowing to finance KDG's real estavestment and to modernize KCG's Oak Mountadirerntfinancing uses primarily
consisted of $13 million of Class C dividends ad@ #illion of Class D dividends.

C-TEC's working capital decreased slightly in 19Bfe series of transactions with Freedom's mingatigreholders for $40 million, $61
million of capital expenditures to expand the RCBhle and telephone networks, and $7 million taydpng-term debt and preferred
dividends were partially funded by the sale of nesable securities of $43 million.

The Company also anticipates making significanegtients in its construction, telecommunicatiorss@mergy businesses - including its
joint venture agreement with CE covering internagicpower project development activit

- and searching for opportunities to acquire bussae which provide for long-term growth. Other kiegn liquidity uses include payment of
income taxes and repurchasing the Company's sttekCompany's current financial condition and baing capacity should be sufficient
for immediate operating and investing activities.

In late 1995, a KDG and CalEnergy venture, CE QamedVater and Energy Company, Inc., ("Casecnan¥ed financing and commenced
construction of a $495 million irrigation and hydtectric power project located on the Philippifans of Luzon. KDG and CalEnergy have
each made $62 million of equity contributions te fitoject.



The Casecnan project was being constructed omegod several basis by Hanbo Corporation and H&migineering & Construction Co.
Ltd. ("HECC"), (together, "Contractors"), both ohish are South Korean corporations. Hanbo Corpamaind HECC are under common
ownership. The Contractor's obligations under thestruction contract ("Hanbo Contract") are guagadtby Hanbo Iron & Steel Company,
Ltd. ("Hanbo Steel"), a large South Korean steehgany. In addition, the Contractor's obligations se&cured by an unconditional, irrevoci
standby letter of credit issued by Korea First BAEB") in the approximate amount of $118 millidburing the first quarter of 1997 Hanbo
Corporation, HECC and Hanbo Steel each filed t& samkruptcy protection in South Korea and KFB&ddrrating was downgraded beca
of the substantial loans it made to Hanbo Steel.

On May 7, 1997, Casecnan announced that it hadrteted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofie "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractmiiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and Colenco Power
Engineering Ltd., and will be headed by Cooperativaatori Cementista CMC di Ravenna and ImpresgadPotti & C Spa. The Hanbo
Contract was terminated because of events of dafadkr that contract including the fact that trenttactors had filed for court receivership
protection in South Korea. In connection with tlatract termination, Casecnan made a $79 milli@wdequest under the letter of credit
issued by KFB to pay for certain transition costd ather damages under the Hanbo Contract. KFBdad honor the draw request and
Casecnan filed suit in New York State Court. KFBdad, pursuant to a court order, the $79 millido an interest bearing account at an
independent financial institution. This matterldtds not been resolved. If KFB would not be reggiito honor its obligations under the letter
of credit, such action may have a material adveffeet on the Casecnan project. However, basetd@mformation available, KDG does not
currently believe its investment is impaired.

In February 1997, C-TEC announced a plan to sep@ésabperations along business lines into threarsg¢e, publicly traded companies:
Commonwealth Telephone Enterprises, Inc. contaithirdocal telephone group and related enginedrnirsiness;
Cable Michigan, Inc., containing the cable teledisoperations in Michigan; and

RCN Corporation, Inc., which will consist of RCNI€&eom Services; C-TEC's existing cable systemhérBostonwashington D.C. corrida
and the investment in Megacable S.A. de C.V., dcaperator in Mexico. RCN Telecom Services is@vjater of packaged local and long

distance telephone, video, and internet accesgessrprovided over fiber optic networks to residstustomers in Boston and New York

City.

The restructuring should permit investors and tharfcial markets to better understand and evaldal&C's various businesses. In addition,
the restructuring will allow C-TEC to raise capital the most efficient terms. In July 1997, C-THG5ed four separate credit facilities with a
syndicate of banks aggregating $410 million. C-TiE€nds to use these credit facilities to refinatheecable group's existing Senior Secured
Notes and to fund RCN's continued developm

On June 18, 1997 C-TEC received approval by trermal Revenue Service to conduct the tax-free gffinf Cable Michigan and RCN
Corporation. While it is anticipated the proposestructuring will occur by the fourth quarter, $y@En-offs are subject to receipt of other
regulatory approvals and certain other condititithe reorganization and spin-offs occur, KDG valWn less than 50% of the outstanding
shares and voting rights of each entity, and wiféfore account for each entity using the equigyhod.

On May 12, 1997, C-TEC announced that it had pregas acquire the 38% of the common stock of Merootcurrently owned by it in
exchange for 8.75% of the common stock of CablenMi@n. The proposed exchange ratio is based oasthenption that Cable Michigan
will have $125 million of debt outstanding at tiraé of the transaction.

The proposal is subject to certain conditions,udiig the consummation of C-TEC's restructuring tuedreceipt of all required regulatory

approvals. On June 23, 1997 TEC announced that due to the earlier than anteipRS approval of its own restructuring, it wasgendin
discussions with Mercom until after its restruatgrivas complete. C-TEC reserves the right to wéthdts proposal at any time prior to the
execution of a definitive agreement. There candassurance as to the terms of any transactidmbanhy transaction will take place.

PETER KIEWIT SONS', INC.
PART Il - OTHER INFORMATION
Item 4. Submission of Matters to a Vote of Securityolders

The Corporation's annual stockholders meeting veés ¢n June 7, 1997. Stockholders were asked tb sdparate Class C and Class D
directors. Proxies were received representing 91A8bof the 9,260,707 eligible Class C votes an822124 of the 24,509,301 eligible CI
D votes. Directors were elected to serve one-yaang. A slate of nominees was proposed by the ibeatdirectors. No additional
nominations were received and all the nomineesqa®g by the board were elected. The following tahtews the votes counted for each
candidate and the votes counted against (or withinein) each candidate.

Class C Directors Votes For Votes Against



Richard W. Colf

9,085,115

Richard Geary 9,085,115 -
Bruce E. Grewcock 9,066,309 18,806
William L. Grewcock 9,079,815 5,300
Tait P. Johnson 8,907,701 177,414
Peter Kiewit, Jr. 9,085,115 -
Allan K. Kirkwood 9,085,115 -
Walter Scott, Jr. 9,077,515 7,600
Kenneth E. Stinson 9,085,115 -
George B. Toll 9,068,729 16,386

Class D Directors

Votes For \Y

otes Against

James Q. Crowe 22,548,802 44,322
Robert B. Daugherty 22,577,751 15,373
Charles M. Harper 22,577,751 15,373
Richard R. Jaros 22,517,106 76,018

Item 6. Exhibits & Reports on Form 8-K

PETER KIEWIT SONS', INC.

PART Il - OTHER INFORMATION

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

Exhibit
Number
11 Statement regarding computation of per
27 Financial Data Schedule
99.A  Kiewit Construction & Mining Group Fina
Management's Discussion and Analysis of
and Results of Operations.
99.B  Kiewit Diversified Group Financial Stat

share earnings

ncial Statements and
Financial Condition

ements and Management's

Discussion and Analysis of Financial Co ndition and Results of

Operations.

(b) No reports on Form 8-K were filed by the Compduaring the second quarter of 1997.

SIGNATURES

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

PETER KIEWIT SONS', INC.

Dat ed: August 14, 1997 \'s\ Eric J. Mrtensen
Eric J. Mrtensen
Control l er and Chi ef

Accounting Oficer

PETER KIEWIT SONS', INC.

INDEX TO EXHIBITS

Exhibit

No.
11 Statement regarding computation of per share earnings
27  Financial Data Schedule (For electronic fili ng purposes only)

Statements and Management's
on and Results of

99.A Kiewit Construction & Mining Group Financial
Discussion and Analysis of Financial Conditi



Operations.

99.B Kiewit Diversified Group Financial Statement s and Management's
Discussion and Analysis of Financial Conditi on and Results of
Operations.



Exhibit 11 Peter Kiewit Sons', Inc.
Calculation or Earnings per Share
For the three and six months ended
June 30, 1997 and 1996

Cl
Three Months Ended
June 30,
1997 1996

Actual weighted shares
outstanding for the period 9,301,036 10,353

Dilutive stock options using
average market price -
Total number of shares used to
compute primary earnings per
share. 9,301,036 10,353

Additional dilutive stock
options using ending market
price -

Additional dilutive shares

assuming conversion of

convertible debentures 436,833 359
Total number of shares used

to compute fully diluted

earnings per share. 9,737,869 10,712

Net income available to common
shareholders $ 34381 $ 28

Add: Interest expense,
net of tax effect associated
with convertible debentures 140

Net income for fully diluted
shares $ 35521 $ 28

Primary earnings pershare $ 3.70 $

Fully diluted earnings
per share $ 355 $

Clas
Three Months Ended
June 30,
1997 1996

Actual weighted shares
outstanding for the period 24,512,273 23,205,830

Dilutive stock options using

average market price 67,654 -
Total number of shares

used to compute primary

earnings per share. 24,579,927 23,205,830

Additional dilutive stock
options using ending
market price - -

Additional dilutive shares

assuming conversion of

convertible debentures - -
Total number of shares

used to compute fully

diluted earnings

per share. 24,579,927 23,205,830

Net income available to

ass C Stock
Six Months Ended
June 30,
1997 1996

,305 9,307,834 10,305,087

,305 9,307,834 10,305,087

,000 436,833 359,000

,305 9,744,667 10,664,087

877 $ 49,717 $ 35,648

95 267 190

972  $ 49,984 $ 35,838

279 $ 534 3% 346

270 $ 513 $ 3.36

s D Stock
Six Months Ended
June 30,
1997 1996

24,476,499 23,221,026

24,544,153 23,221,026

24,544,153 23,221,026




common shareholders $ 21,499 $ 17,801

Add: Interest expense,
net of tax effect
associated with convertible
debentures - -
Net income for fully
diluted shares $ 21,499 $ 17,801

Primary earnings per share $ 0.87 $ 0.77

Fully diluted earnings
per share $ 087 % 0.77

$ 40,967 $ 35,804

$ 40,967 $ 35,804

$ 167 % 154

$ 167 % 154




ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egdinne 30, 1997 and is qualified in
its entirety by reference to such financial statetsie

MULTIPLIER: 1,000,000

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 27 199
PERIOD END JUN 30 199
CASH 38¢
SECURITIES 392
RECEIVABLES 43¢
ALLOWANCES 18
INVENTORY 19
CURRENT ASSET¢ 1,52¢
PP&E 1,68¢
DEPRECIATION 812
TOTAL ASSETS 3,80¢
CURRENT LIABILITIES 661
BONDS 39z
PREFERRED MANDATORY 2
PREFERREL 0
COMMON 0
OTHER SE 1,92¢
TOTAL LIABILITY AND EQUITY 3,80¢
SALES 1,147
TOTAL REVENUES 1,381
CGS 97¢
TOTAL COSTS 1,147
OTHER EXPENSE 152
LOSS PROVISION 0
INTEREST EXPENSE 20
INCOME PRETAX 132
INCOME TAX 50
INCOME CONTINUING 91
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 91
EPS PRIMARY $5.341
EPS DILUTED $5.132

1$5.34 represents Class C Stock earnings per sbkass D earnings per share: $1.67.
2 $5.13 represents Class C Stock earnings per dbla%s D Stock earnings per share $1



KIEWIT CONSTRUCTION & MINING GROUP

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

Financial Condition and Results of Operations
Financial Statements:
Condensed Statements of Earnings for the threeme@mded June 30, 1997 and 1996 and the six mentiesi June 30, 1997 and 1996
Condensed Balance Sheets as of June 30, 1997 andddeber 28, 1996
Condensed Statements of Cash Flows for the sixtmarded June 30, 1997 and 1996
Notes to Condensed Financial Statements

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

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Earnings

(unaudited)
Three Mont hs Ended Six Months Ended

June 30, June 30,

(dollars in millions,
except per share data) 1997 1996 1997 1996

Revenue $ 569 $570 $1,047 $1,072
Cost of Revenue (496) (511) (942) (989)

73 59 105 83
General and Administrative Expenses (32) (29) (64) (59)
Operating Earnings 41 30 41 24
Other Income (Expense):
Investment Income, net 5 4 8 8
Interest Expense, net Q) 1) @ @
Other, net 13 15 35 29

17 18 42 35
Earnings Before Income Taxes 58 48 83 59
Provision for Income Taxes (23) (19) (33) (23
Net Earnings $ 35 $29 $ 50 $ 36
Primary Earnings per Share $3.70 $2.79 $5.34 $3.46
Fully Diluted Earnings per Share $3.55 $2.70 $5.13 $3.36

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

Condensed Balance Sheets

J une 30, December 28,
1997 1996
(dollars in millions) (u naudited)

Assets



Current Assets:

Cash and cash equivalents $ 127 $ 173
Marketable securities 33 54
Receivables, less allowance of $15 and $17 336 289
Costs and earnings in excess of

billings on uncompleted contracts 95 80
Investment in construction joint ventures 113 91
Recoverable income taxes 18 6
Deferred income taxes 69 64
Other 16 13
Total Current Assets 807 770
Property, Plant and Equipment, less accumulated

depreciation and amortization of $426 and $429 201 165
Investments 87 94
Other Assets 22 13

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable, including retainage

of $35 and $33 $ 173 $ 164
Current portion of long-term debt 2 -
Accrued construction costs and billings in excess

of revenue on uncompleted contracts 180 112
Accrued insurance costs 85 81
Other 43 46
Total Current Liabilities 483 403
Long-Term Debt, less current portion 16 12
Other Liabilities 59 65

Stockholders' Equity (Redeemable common stock,
$404 million aggregate redemption value):

Common equity 572 568

Net unrealized holding loss ) (2)

Foreign currency adjustment (6) (5)
Total Stockholders' Equity 559 562

$1,117 $1,042

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Cash Flo ws
(unaudited)

Six Months Ended

June 30,

(dollars in millions) 1997 1996
Cash flows from operations:

Net cash provided by operations $ 37 $ 73
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities 44 67
Purchases of marketable securities (22) (57)
Proceeds from sales of property, plant and equipme nt 25 16
Acquisitions and investments, net (18) )
Capital expenditures (62) (36)

Net cash used in investing activities (33) (13)
Cash flows from financing activities:

Proceeds from long-term debt borrowings 2 -
Payments on long-term debt, including current port ion - 2)
Net change in short-term borrowings - (45)
Issuance of common stock 34 27
Repurchases of common stock 1) 4)
Dividends paid (13) (12)

Exchange of Class B&C Stock for Class D Stock, net (72) (19)



Net cash used in financing activities (50) (55)

Net change in cash and cash equivalents (46) 5
Cash and cash equivalents at beginning of period 173 94
Cash and cash equivalents at end of period $ 127 $ 99

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

The condensed balance sheet of Kiewit Construé&idfining Group (the "Group™) at December 28, 199&been condensed from the
Group's audited balance sheet as of that datatidlr financial statements contained herein aredited and have been prepared using the
historical amounts included in the Peter Kiewit Spmc. ("PKS") consolidated condensed finandiaesnents. The Group's accounting
policies and certain other disclosures are sehiorthe notes to the financial statements conthind’KS' Annual Report on Form 10-K as an
exhibit for the year ended December 28, 1996.

Although the financial statements of PKS' Constaurc& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrup, legal title to such assets and responsilidr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €£@sStock are stockholders of PKS. Accordingly, RS consolidated condensed financial
statements and related notes as well as those dithwit Diversified Group should be read in congtian with these financial statements.

Receivables at June 30, 1997 and December 28,ii8@@e approximately $72 million and $86 milliohretainage on uncompleted proje:
the majority of which is expected to be collectathim one year. Included in the retainage amouregs$&2 million and $53 million of
securities which are being held by owners of varioonstruction projects in lieu of retainage.

The results of operations for the six months entiete 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

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

2. Earnings Per Share:

Primary earnings per share of common stock have bemputed using the weighted average number oéslmtstanding during each
period. In addition, fully diluted earnings per shaeflect the dilutive effect of convertible debhses. The numbers of shares used in
computing earnings per share was as follows:

Three Months Ended  Six Months Ended
June 30, J une 30,
1997 1996 1997 1996
Primary 9,301,036 10,353,305 9,307 ,834 10,305,087
Fully Diluted 9,737,869 10,712,305 9,744 ,667 10,664,087

In March 1997, the Financial Accounting Standardafd issued Statement of Financial Accounting Steasl("SFAS") No. 128 "Earnings
Per Share". The statement establishes standarderfgyuting and presenting earnings per share andres the restatement of prior period
earnings per share data presented. This statemefiective for financial statements issued foiigus ending after December 15, 1997 and
earlier application is not permitted. Basic andi@itl earnings per share, as defined in SFAS Nq.dr2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the statements of earnings.

3. Summarized Financial Information:

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

(dollars in millions)



Jun e 30, December 28,

1 997 1996

Cash and marketable securities $ 11 $ 13
Property, plant and equipment, net 5 5
Other assets 2 1

Total Assets $ 18 $ 19
Accounts payable $ 2 $ 8
Long-term debt, including current portion 11 12

Total Liabilities $ 13 $ 20

Three Months Ended Six Months Ended June 30, JOn29®7 1996 1997 1996
Other expense, net$ (1) $-$ (1) $ (1)

Corporate general and administrative costs have akecated to the Group. These allocations wese flean $1 million for the three and six
months ended June 30, 1997 and 1996.

Mine management income from the Diversified Growgs 7 million and $8 million for the three montimsled June 30, 1997 and 1996 and
$16 million and $15 million for the six months eddiine 30, 1997 and 1996.

4. Acquisitions:

On April 18, 1997, the Group and a partner eachsted $15 million to acquire a 96% interest in @&luntain Energy L.L.C. ("Oak
Mountain™). Oak Mountain then acquired the exis@sgets of an underground coal mine in Alabamagproximately $18 million and
assumed approximately $14 million of related lidieis. Oak Mountain intends to use the remainirghcand $30 million of nonrecourse bank
borrowings to retire the existing debt and furtievelop and modernize the mine. Oak Mountain'dteare consolidated with those of the
Group on a proata basis since the date of acquisition. The oaé's results of operations prior to the acquisitivere not significant relati
to the Group's results.

5. Other Matters:

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

Kiewit Construction and Mining Group
Management's Discussion and Analysis of Financtaddtion and Results of Operations
Results of Operations - Second Quarter 1997 vs. $ewl Quarter 1996

Revenue from each of the Group's business segrfugrtse three months ended June 30 was (in miljions

1997 1996
Construction $ 494 $ 510
Materials 75 60

$ 569 $ 570

Construction. The Group's construction operati@rshe separated into two components; constructidmaaterials. Revenue for the
construction business was down 3% to $494 milliompgared to $510 million in 1996. The decline is tluseveral large projects being in the
start-up phase and the substantial completioneo8mn Joaquin toll road project at the end of 18#6ough construction revenue was down,
materials revenue increased 25% due to the stremmgudd for aggregates in the Arizona market.

Contract backlog at June 30, 1997 was $3.5 bittibwhich 4% is attributable to foreign operationsdted in Canada and Indonesia. Dom
projects are spread geographically throughout thiged States. Included in backlog is $755 million the "I-15" project awarded in late
March. Kiewit is the sponsoring partner on the gediuild joint venture reconstructing 16 miles ofdrstate 15 through the Salt Lake City
area. The project is expected to be completed @12



Margins on construction projects for the secondiguaf 1997 increased to 13% compared to 10%fersame period in 1996. The
recognition of additional revenue from San Joadoilhroad was the primary factor contributing tetimcrease. Margins, as a percentage of
revenue, for the materials business were unchaingedthe prior year.

General and Administrative Expenses. General andrastrative expenses increased 10% in 1997. Arease in travel and professional
services expenses were partially offset by a dedfirinsurance costs.

Other, net. Other income is primarily comprisedrife management income from the Diversified Groug gains and losses on the
disposition of property, plant and equipment arftepaissets. Other income decreased 7% in 199gsaced to 1996. The decrease is
attributable to lower mine management fee incontedetreased gains on the disposition of construeguipment.

Provision for Income Taxes. The effective incomerttes for 1997 and 1996 are higher than the eégdestatutory rate of 35% primarily due
to state income taxes.

Results of Operations - Six Months 1997 vs. Six Mdtims 1996

Revenue from each of the Group's business segrfugrte six months ended June 30 was (in millions):

1997 1996
Construction $ 918 $ 961
Materials 129 111

$1,047 $1,072

Construction. The Group's total revenue for thensbnths ended June 30, 1997 decreased $25 milligdfoacompared to the same period in
1996. Revenue for the construction business wasi@dtvto $918 million compared to $961 million in9Bd The decline is due to several
large projects being in the start-up phase andtbstantial completion of the San Joaquin toll noagect at the end of 1996. Although
construction revenue was down, materials revencre@sed 16% due to the strong demand for aggreigates Arizona market.

Margins on construction projects for the first sionths of 1997 increased to 10% compared to 8%hésame period in 1996. Claim
settlements received in the first quarter of 198 #he recognition of additional revenue from Saaqlin toll road were the primary factors
contributing to the increase. Materials margind997, as a percentage of revenue, were unchangedtie same period in 1996.

General and Administrative Expenses. General andrastrative expenses increased 8% in 1997 compar&@96. The increase was
attributable to higher compensation, travel andgssional services expenses.

Interest Expense, net. The repayment of short benmowings in the first and second quarter of 1886 responsible for the reduction of
interest expense.

Other, net. The 21% increase in other income irvi9%ttributable to higher mine management feerime and increased gains on the
disposition of construction equipment.

Provision for Income Taxes. The effective incomerttes for 1997 and 1996 differ from the expedtadutory rate of 35% primarily due to
state income taxes.

Financial Condition - June 30, 1997 vs. December 28996

The Group's working capital decreased $43 milliod2% during the first six months of 1997. The dase was primarily due to capital
expenditures of $62 million, investments and adtjaiss of $18 million, the exchange and repurchafs€lass B&C stock totaling $73

million, dividend payments of $13 million and $37llian of cash used in operating activities. Pdlyiaffsetting these uses were the issuance
of common stock totaling $34 million, net proceéa the sale of marketable securities of $22 wnilliproceeds from the sale of property,
plant and equipment and other assets of $25 midliwh$2 million of debt borrowings.

The Group typically anticipates investing betwedf &nd $75 million annually in its construction imess, including opportunities to acquire
additional businesses. On July 1, 1997, the Graigh $4 million to increase its ownership in ME Halgl Inc. to 80%. Other long term
liquidity uses include the payment of income taxepurchases and conversions of common stock &npiatyment of dividends. The Group's
current financial condition and borrowing capactdgether with anticipated cash flows from operagishould be sufficient for immediate
cash requirements and future investing activi



KIEWIT DIVERSIFIED GROUP
Index to Financial Statements and
Management's Discussion and Analysis of Financtaddtion and Results of Operations
Financial Statements:
Condensed Statements of Earnings for the threeme@mded June 30, 1997 and 1996 and the six mentiesi June 30, 1997 and 1996

Condensed Balance Sheets as of June 30, 1997 aedtbDer 28, 1996 Condensed Statements of Cash Fdowse six months ended June

30, 1997 and 1996
Notes to Condensed Financial Statem:

Management's Discussion and Analysis of Financtaddtion and Results of Operations
KIEWIT DIVERSIFIED GROUP

Condensed Statements of Earnings

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions,
except per share data) 1997 1996 1997 1996
Revenue $ 179 $ 162 $ 355 $ 317
Cost of Revenue (113) (102) (223) (197)
66 60 132 120

General and Administrative Expenses  (52) (42) (105) (81)
Operating Earnings 14 18 27 39
Other Income (Expense):

Equity Earnings, net 13 2 18 1
Investment Income, net 10 15 21 31
Interest Expense, net (11) ) (19) (13)
Other, net 2 3 2 1

14 13 22 20

Earnings Before Income Taxes and

Minority Interest 28 31 49 59
Provision for Income Taxes (10) (13) 17 (23
Minority Interest in Net Loss (Income)

of Subsidiaries 3 Q) 9 1)

Net Earnings $ 21 $ 17 $41 $ 35
Primary Earnings Per Share $ .87 $ .77 $1.67 $1.54
Fully Diluted Earnings Per Share $ .87 $ .77 $1.67 $1.54

See accompanying notes to condensed financiahstats.

KIEWIT DIVERSIFIED GROUP

Condensed Balance Shee ts
J une 30, December 28,

1997 1996

(dollars in millions) (u naudited)

Assets

Current Assets:

Cash and cash equivalents $ 261 $ 147

Marketable securities 335 372

Restricted securities 24 25



Receivables, less allowance of $3 and $3 97 76
Other 27 33

Total Current Assets 744 653

Property, Plant and Equipment,
less accumulated depreciation and

amortization of $386 and $345 671 642
Investments 859 806
Intangible Assets, net 369 353
Other Assets 72 74

$ 2,715 $2,528

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable $ 66 $ 79
Current portion of long-term debt:

Telecommunications 11 55

Other 1 2
Accrued costs and billings in excess

of revenue on uncompleted contracts 13 12
Accrued reclamation and other mining costs 16 19
Other 98 87
Total Current Liabilities 205 254
Long-Term Debt, less current portion:

Telecommunications 244 207
Other 133 113
Deferred Income Taxes 235 165
Retirement Benefits 47 48
Accrued Reclamation Costs 101 98
Other Liabilities 165 168
Minority Interest 218 218

Stockholders' Equity (Redeemable common stock
$1,333 million aggregate redemption value):
24,575,825 outstanding shares in 1997 and
23,219,744 in 1996

Common equity 1,352 1,235
Foreign currency adjustment 2) 2)
Net unrealized holding gain 17 24
Total Stockholders' Equity 1,367 1,257
$ 2,715 $2,528

See accompanying notes to condensed financiahstaits.
KIEWIT DIVERSIFIED GROUP

Condensed Statements of Cash Flows

(unaudited)
Six Months Ended
June 30,

(dollars in millions) 1997 1996
Cash flows from operations:

Net cash provided by operations $ 139 $ 77
Cash flows from investing activities:

Proceeds from sales and maturities of

marketable securities and investments 142 127
Purchases of marketable securities (102) (99)
Decrease in restricted securities 2 2
Capital expenditures (70) (44)
Acquisitions and investments, net (70) (96)
Proceeds from sale of assets and other - 6

Net cash used in investing activities (98) (104)

Cash flows from financing activities:

Proceeds from long-term debt borrowings 16 11
Payments on long-term debt, including

current portion (8) (15)



Issuance of common stock 5 -
Repurchases of common stock - (11)

Exchange of Class B&C Stock for Class D Stock, net 72 19
Payments of dividends (12) (13)
Net cash provided by (used in) financing activiti es 73 9)
Net change in cash and cash equivalents 114 (36)
Cash and cash equivalents at beginning of period 147 363
Cash and cash equivalents at end of period $ 261 $ 327

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

The condensed balance sheet of Kiewit Diversifiedup (the "Group") at December 28, 1996 has beadamsed from the Group's audited
balance sheet as of that date. All other finargt@lements contained herein are unaudited anddemreprepared using historical amounts

included in the Peter Kiewit Sons', Inc. ("PKS"neolidated condensed financial statements. Theg@@eccounting policies and certain o

disclosures are set forth in the notes to the firdrstatements contained in PKS' Annual Repotftarm 10K as an exhibit for the year end

December 28, 1996.

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

The results of operations for the six months enliew 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

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

2. Earnings Per Share:

Primary and fully diluted earnings per share of own stock have been computed using the weightedgeeumber of shares outstanding
during each period after giving effect to stockiops considered to be dilutive common stock eqeive. The number of shares used in
computing both primary and fully diluted earnings ghare were 24,579,927 and 23,205,830 for tkee tmonths ended June 30, 1997 and
1996 and 24,544,153 and 23,221,026 for the six hsoahding on the same dates.

In March 1997, the Financial Accounting Standardaf8 issued Statement of Financial Accounting Stedwl("SFAS") No. 128 "Earnings
Per Share". The statement establishes standarderfgsuting and presenting earnings per share aqndres the restatement of prior period
earnings per share data presented. This statemefiective for financial statements issued foiiqus ending after December 15, 1997 and
earlier application is not permitted. Basic andi@itl earnings per share, as defined in SFAS Nq.d2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the statements of earnings.

3. Summarized Financial Information:

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

(dollars in millions)
June 30, December 28,

1997 1996
Cash and marketable securities $ 4 $ 5
Property, plant and equipment, net 5 5
Other assets 2 1



Total Assets $ 11 $ 11

Accounts payable $ 6 $ 17
Long-term debt, including current portion 1 1
Total Liabilities $ 7 $ 18
Three Months Ended Six Months Ended
June 30, June 30,

1997 1996 1997 1996
Other expense, net$-$-$-$ (1)

Corporate general and administrative costs have dkacated to the Group. These allocations wermiibn for the three months ended
June 30, 1997 and 1996 and $3 million for the sixths ended June 30, 1997 and 1996.

Mine management fees paid to the Construction &ifjrGroup were $7 million and $8 million for the¢le months ended June 30, 1997
1996 and $16 million and $15 million for the six mtlos ended June 30, 1997 and 1996.

4. Acquisitions:

In 1996, C-TEC purchased 80% of Freedom New York,Q. ("Freedom"). Freedom provides subscriptidevision services using
microwave frequencies in New York City and sele@sshs of New Jersey. In March 1997, C-TEC paidr$#idon (including $10 million of
non-capitalized costs) in connection with a seofeisansactions which resulted in C-TEC having @%®@wnership interest in the assets of
Freedom. The acquisition was accounted for as ehpse. The purchase price (net of non-capitalizadsés) exceeded the fair value of net
assets acquired by $25 million, which is recogniasdioodwill and is being amortized over approxetyab years.

In December 1996, CE Electric which is 70% owneddatly by CalEnergy and 30% owned by the Groupuaed majority ownership of the
outstanding ordinary share capital of Northern Ele@lc. ("Northern") pursuant to a tender offérg "Tender Offer") commenced in the
United Kingdom by CE Electric in November 1996. &sMarch 18, 1997, CE Electric effectively owned30 of Northern's ordinary shares.

As of June 30, 1997, CalEnergy and the Group hattriboted to CE Electric approximately $410 milliand $176 million, respectively, of
the approximately $1.3 billion required to acquatieof Northern's ordinary and preference shareoimection with the Tender Offer. The
remaining funds necessary to consummate the TeDidier were provided by term loan ($921 million) amdolving facility agreement
obtained by CE Electric. The Group has not guasahtand is not otherwise subject to recourse fogumts borrowed under these facilities.

On July 2, 1997, the Labour Party in the Unitedd@iom announced the details of its proposed "WihdiaX" to be levied against privatized
British utilities. This one-time tax will be 23% tie difference between the value at the time ifatization and the utility's current value
based on profits over a period of up to four yeAtghe time of acquisition, CE Electric accounfedthe potential tax as a purchase
accounting contingent liability. However, the Séties and Exchange Commission has subsequentlyifpednan acquiring company, in a
similar situation, to account for the tax as a time charge. CE Electric will take a charge of apgmately $200 million when the tax is
enacted. The total impact to the Group, directtptigh its investment in CE Electric and indired¢tiyough its investment in CalEnergy is
expected to approximate $85 million.

5. Investments:

The Group is able to defer $40 million of taxab#ngwith respect to the 1995 Whitney Benefits &tign settlement by investing in real
estate. In February 1997, the Group purchasedfae dfuilding in Aurora, Colorado for $22 milliothe Group may make additional real
estate investments to defer the remaining balddoelune 30, 1997, the Group closed a $16 millioarfcing agreement with Metropolitan
Life Insurance Company. The 15 year note is caliditeed by the Aurora property and carries an ggerate of 8.38%.

In late 1995, a Group and CalEnergy venture, CEe@en Water and Energy Company, Inc., ("Casecr@osgd financing and commenced
construction of a $495 million irrigation and hydtectric power project located on the Philippirgland of Luzon. The Group and CalEnergy
have each made $62 million of equity contributibm¢he project.

The Casecnan project was being constructed omigod several basis by Hanbo Corporation and H&mgineering & Construction Co.
Ltd. ("HECC"), (together, "Contractors"), both ohigh are South Korean corporations. Hanbo Corpamaind HECC are under common
ownership. The Contractor's obligations under thestruction contract ("Hanbo Contract”) are guaradtby Hanbo Iron & Steel Company,
Ltd. ("Hanbo Steel"), a large South Korean steehgany. In addition, the Contractors' obligations se&cured by an unconditional, irrevoci
standby letter of credit issued by Korea First BAEB") in the approximate amount of $118 millidburing the first quarter of 1997 Hanbo
Corporation, HECC and Hanbo Steel each filed t& amkruptcy protection in South Korea and KFB&ddrrating was downgraded beca
of the substantial loans it made to Hanbo S



On May 7, 1997, Casecnan announced that it hadrteted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofe "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractmiiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and Colenco Power
Engineering Ltd., and will be headed by Cooperaivaatori Cementista CMC di Ravenna and ImpresgadPotti & C. Spa. The Hanbo
Contract was terminated because of events of dafadkr the contract including the fact that thetactors had filed for court receivership
protection in South Korea. In connection with tleatract termination, Casecnan made a draw reqf@i&st9omillion under the letter of credit
issued by KFB to pay certain transition costs ath@éiodamages under the Hanbo Contract. KFB faddtbhor the draw request and Case«
filed a suit in New York State Court. KFB fundedirpuant to a court order, the $79 million into arerest bearing account at an independent
financial institution in the United States. Thistteais still unresolved, however, if KFB would rue required to honor its obligations under
the letter of credit, such action may have a maltedverse effect on the Casecnan project. Baséufanmation available, the Group does not
currently believe its investment is impaired.

The Group and CalEnergy have agreed to jointly dgvand construct geothermal power facilities atEhieng and Patuha sites in Indonesia.
Dieng Unit 1 is being constructed and is expecbeokt placed in commercial operation later this yAaradditional five units are expected to
be constructed on a modular basis as geothernminess are developed. On June 12, 1997 the GralRalitnergy closed a $400 million
revolving credit facility to finance the developmiemd construction of the remaining Indonesianguts. The credit facility is collateralized
by the Indonesian assets and is nonrecourse Bringp.

6. C-TEC Restructuring:

In February 1997, C-TEC announced a plan to sepégabperations along business lines into threarsg¢e, publicly traded companies:
Commonwealth Telephone Enterprises, Inc., contgittie local telephone group and related enginednirsiness;

Cable Michigan, Inc., containing the cable teledisoperations in Michigan; and

RCN Corporation, Inc., which will consist of RCNI&eom Services; C-TEC's existing cable systembhérBoston-Washington, D.C.
corridor; and the investment in Megacable S.A. dé.G cable operator in Mexico. RCN Telecom Seasits a provider of packaged local
and long distance telephone, video, and internesacservices provided over fiber optic networkesidential customers in Boston and New
York City.

The restructuring should permit investors and tharfcial markets to better understand and evaldal&C's various businesses. In addition,
the restructuring will allow C-TEC to raise capital the most efficient terms. In July 1997 TEC closed four committed credit facilities w
a syndicate of banks aggregating $410 million. GSTiitends to use these credit facilities to refgwthe cable group's existing Senior
Secured Notes and to fund RCN's continued developme

On June 18, 1997 C-TEC received approval by trermal Revenue Service to conduct the tax-free gffinf Cable Michigan and RCN
Corporation. While it is anticipated that the prepd restructuring will occur by the fourth quartée spin-offs are subject to receipt of other
regulatory approvals and other conditions. If therganization and spin-offs occur, the Group withdess than 50% of the outstanding
shares and voting rights of each entity, and \Waréfore account for each entity using the equitgyhmd for all of 1997.

On May 12, 1997, C-TEC announced that it had prepgas acquire the 38% of the common stock of Mertwen ("Mercom”) not currently
owned by it in exchange for 8.75% of the commouwlstaf C-TEC Michigan. The proposed exchange ratibased on the assumption that C-
TEC Michigan will have $125 million of debt outstiing at the time of the transaction.

The proposal is subject to certain conditions,udiig the consummation of C-TEC's restructuring tedreceipt of all required regulatory

approvals. On June 23, 1997,TEC announced that due to the earlier than anteiplRS approval of its own restructuring, it wasgendin
discussions with Mercom until after its restruatgrivas complete. C-TEC reserves the right to wéthdts proposal at any time prior to the
execution of a definitive agreement. There candassurance as to the terms of any transactidmbanhy transaction will take place.

The following financial information of the Groupfsesented as if TEC had been accounted for utilizing the equitytrdtin the condensk
financial statements as of June 30, 1997 and Deeeg&) 1996 and for the three and six months edded 30, 1997 and 1996.

Jun e 30, December 28,
(dollars in millions) 1 997 1996
Assets
Current Assets:
Cash and cash equivalents $ 203 $ 71
Marketable securities 331 325
Restricted securities 24 25
Receivables 46 34
Other 15 4

Total Current Assets 619 459



Net Property, Plant and Equipment
Investments 1
Intangible Assets, net

Other Assets

$1

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable
Current portion of long-term debt

$

Accrued reclamation and other mining costs

Other

Total Current Liabilities

Long-term Debt, less current portion
Deferred Income Taxes

Retirement Benefits

Accrued Reclamation costs

Other Liabilities

Minority Interest

Stockholders' Equity 1

$1

Three Months

June 30,
(dollars in millions) 1997
Revenue $ 81
Cost of Revenue (42)
39

Operating Earnings 16
Other Income (Expense):

Equity earnings, net 8
Investment income, net 8
Interest expense, net 4)
Other, net 1

Earnings Before Income Taxes and

Minority Interest 29
Provision for Income Taxes 9)
Minority Interest in Net

Loss of Subsidiaries 1
Net Earnings $ 21

(dollars in millions)

Cash flows from operations:
Net cash provided by operations

Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities and investments
Purchases of marketable securities
Change in restricted securities
Capital expenditures
Acquisitions and investment, net
Other

176 174
124 1,075
21 23
46 49
,986 $1,780
30 $ 41
1 2
14 19
44 19
89 81
133 113
136 64
45 45
101 98
113 118
2 4
,367 1,257
,986 $1,780
Ended Six Months Ended
June 30,
1996 1997 1996
$ 69 $161 $ 134
(38) (84) (73)
31 77 61
(23) (21) (41) (38)
10 36 23
3 9 (4)
12 16 24
o o (1)
6 2 7
14 20 26
24 56 49
9 @7 (16)
2 2 2
$ 17 $41 $ 35
Six Months Ended
June 30,
1997 1996
$ 107 $ 32
98 9
(102) 47
3 2
(12) 17)
(42) (100)
1 5



Net cash used in investing activities (54) (148)

Cash flows from financing activities:

Proceeds from long-term debt borrowings 16 11
Payments on long-term debt, including

current portion 2) )
Repurchases of common stock - (11)
Exchange of Class B&C Stock for Class D Stock 72 19
Payment of dividends (12) (12)
Issuance of common stock 5 -

Net cash provided by financing activities 79 4
Net change in cash and cash equivalents 132 (112)
Cash and cash equivalents at beginning of period 71 314
Cash and cash equivalents at end of period $ 203 $ 202

7. Other Matters:

On June 19, 1997, James Q. Crowe was appointedi®neand CEO of Kiewit Diversified Group Inc. MZrowe assumed the position
previously held by Richard R. Jaros, who will cont to serve on the PKS Board of Directors. Mrv@revas the Chairman and CEO of
MFS Communications Company until December 31, 198&n the company was purchased by Worldcom, Ir€S Mas a subsidiary of the
Group until September 1995, when it was spun-aoff la@came an independent, publicly owned corporation

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

KIEWIT DIVERSIFIED GROUP
Management's Discussion and Analysis of Financtaddtion and Results of Operations
Results of Operations - Second Quarter 1997 vs. Sexl Quarter 1996

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

1997 1996
Coal Mining $ 54 $ 58
Telecommunications 98 93
Information Services 24 9
Other 3 2

Mining. Mining revenue declined 7% in the secondrer of 1997 compared to the same period in 1888monwealth Edison Company
("Commonwealth") has the flexibility under the arded contract to accelerate or defer delivery @rakite source coal provided it accepts
delivery of the aggregate minimum commitment atehd of each year. In early 1996, alternate socwetshipments fell below minimum
levels. These shortfalls were partially made uhensecond quarter of 1996. In 1997, the oppos#aario occurred. Commonwealth took
delivery of more coal in the first quarter than #eegond quarter. Partially offsetting the declimaliernate source coal sales were additional
spot sales to utilities in the northwestern Unidtes.

Cost as a percentage of revenue for the coal miopegations in the second quarter of 1997 was stargiwith that of the prior year. A spot
market customer bought out a portion of its corttbgcmaking a payment equivalent to 60% of thegatcoal. These proceeds, with no
corresponding costs, offset the decline in highargim alternate coal sales.

Telecommunications. The telecommunications segisestmprised of C-TEC's telephone, cable and RGN gg. Due to the receipt of the
IRS approval to spin-off Cable Michigan and RCNTEE has reclassified these businesses as discedtoperations and has recognized, in
the second quarter, their estimated losses thrthegprojected spin-off date. The Group's equity @ship in all three businesses will remain
at approximately 48% at the spin-off date. Thereftine Group will continue to reflect the operasiafi Cable Michigan and RCN as
continuing operations and has not accrued the astiosses of these businesses through the dpiiatef

Telecommunications revenue for the Group incre&Sechillion or 5% for the three months ended Junel3@7 compared to the same pel



in 1996. The telephone group's revenue was esBgntiechanged in 1997. Higher local network servieeenue, and interstate and intrastate
access revenue were primarily offset by a declineonstruction revenue from the communicationsisesvbusiness. The communications
services business is continually subject to flubtwes due to its nonrecurring revenue streams, etadnditions and the effect of competition
on margins. As of June 30, 1997, the business hakinal backlog and does not anticipate a signifiadrange in the foreseeable future. Sales
for the cable group increased $5 million or 1294997. The increase is attributable to higher bssivice revenue resulting from additional
subscribers during the period and the effectsrataincrease implemented during the first quatdi997. RCN's revenue increased to $3
million in the second quarter of 1997. An increassubscribers in the New York and Boston marketgsponsible for the increase.

Telecommunications cost of sales increased 11%eisécond quarter of 1997. Expenses for the tetepbmup remained level with those of
the same period in 1996 as increases in advertisifaymation systems services expenses and the associated with the development of a
competitive local telephone effort were substalytiaffset by lower materials costs associated withvideo conferencing sales and lower
construction costs of the communications servieesness resulting from the decline in sales. Thecgroup's costs increased 10% in 1997.
The increase is primarily attributable to highesibgprogramming costs, resulting from higher prograng rates, additional channels and
additional subscribers. The costs associated Wwéldevelopment of new business in New York and @ogirimarily personnel, advertising
and programming, resulted in a $7 million incremsBCN's costs.

Information Services. The Group's information seegibusiness provides computer operations outsmuacid systems integration services to
firms that desire to focus resources on their borgness. Systems integration services includeerting mainframe based systems to
client/server architecture, Year 2000 complianoelecrestructuring and softwareeagineering. Revenue attributable to computer autsog
and systems integration increased 167% to $24amiftr the three months ended June 30, 1997 comiparthe same period in 1996. The
increase in revenue is attributable to signingeviesal major new outsourcing contracts in late 1896 the increased focus of existing and
new customers on Year 2000 compatibility.

The operating costs of the information servicesrtass doubled to $14 million in 1997 primarily dodts continued growth. Hardware,
communications and personnel costs all experiesiggificant increases compared to the prior yeger@tional efficiencies were recognized
in 1997 through the increased utilization of exigtcomputer hardware.

General and Administrative Expenses. General andrastrative expenses increased 24% in the secoadey of 1997 compared to the sg
period in 1996. The expenses of Freedom and tHfegzional fees incurred by C-TEC for its restruckymwere the primary factors for the
increase.

Also contributing to the increase was the additi@varhead incurred by the growing information $egg business.

Equity Earnings, net. Equity earnings increasediB@antly in 1997. The Group's proportionate shafr€alEnergy's earnings increased $5
million in the second quarter of 1997 to $9 millidthe conversion of CalEnergy debentures to comshack and the exercising of options
increased the Group's ownership interest in Calfgnsom 23% at June 30, 1996 to 30% at June 307.108IEnergy's earnings also
increased primarily due to the completion and comeement of operations at the Salton Sea Unit IVtaredPhilippine geothermal facilities,
the purchase of three cogeneration facilities &edacquisition of Northern Electric, all of whichaurred in the last half of 1996. In addition
to contributing to CalEnergy's earnings, the Greypbportionate share of Northern Electric alsovfgied $6 million of income. Partially
offsetting these gains were losses attributabte@dCasecnan project. The Casecnan loss duringraotien results from the variance in
borrowing and investing interest rates on the fuyelserated by the project's debt offering in 1995.

Investment Income, net. The decline in investmeodine is attributable to a reduction of interesbme, due to a smaller average portfolio
balance and the conversion of CalEnergy debenimt@sommon stock in September 1996, and a detligains on the disposal of
marketable and equity securities.

Interest Expense, net. Interest expense increased®7 million in 1996 to $11 million in 1997. Imést of $2 million was capitalized by
CPTC in 1996 due to the construction of the SR8X¥dad. Due to commencement of operations, intese$3 million in 1997 was charged
against earnings.

Other, net. The slight decline in other income ®917 is due to fewer gains on the disposal of ptgpetant and equipment and other assets.

Provision for Income Taxes. The effective incomertte in 1996 differs from the expected statutatg of 35% primarily due to state incc
taxes.

Minority Interest in Net Loss (Income) of Subsidéas. C-TEC's losses, primarily due to the develaproéthe RCN business and
restructuring expenses, and the losses associgtethe SR91 toll road, resulted in the increasesés attributable to minority shareholders.

Results of Operations - Six Months 1997 vs. Six Mtims 1996

Revenue from each of the Group's business segrfugrte six months ended June 30 comprised thewiitlg (in millions):

1 997 1996

Coal Mining $ 115 $ 111



Telecommunications 194 183

Information Services 40 19
Other 6 4
$ 355 $ 317

Mining. Coal sales increased 4% during the firdt 681997. Additional spot coal sales, partiallyedto a decline in hydroelectric power
generated in the northwestern United States, adti@ukll contract sales to Mississippi Power watienprily responsible for the increase in
revenue.

Operating costs as a percentage of revenue wéatalyrunchanged from the same period in 1996. imbeease in lower margin contract and
spot sales was substantially offset by the proc&eds the partial buy-out of a spot sales contract.

Telecommunications. The Group's telecommunicatiemenue increased 6% to $194 million for the sixathe ended June 30, 1997
compared to the same period in 1996. Sales faetbphone group were consistent with that of therprear. A decline in revenue from the
communications services business was substantfiflgt by increases in higher local network serveenue, interstate and intrastate access
revenue, and internet access revenue. Sales foabie group increased 9% to $79 million for theqek The increase is primarily attributa

to higher basic service revenue resulting from tattil subscribers and the effects of a rate irmr@aplemented during the first quarter of
1997. RCN's revenue increased $5 million to $6iamifor the first half of 1997. This increase isdo the additional subscribers obtained in
the New York and Boston markets.

The cost of revenue for the Group's telecommurioatsegment increased 12% in 1997. The costs atsevith the development of a
competitive local telephone effort in 1997 and plositive effect of a one-time postemployment bdrafjustment in 1996 were primarily
responsible for the 5% increase in the telephonapgs cost of revenue. Partially offsetting theésms was a decline in costs for the
communications services business resulting froracaehse in sales. The cable group's costs incr@asddr the six months ended June 30,
1997. The increase is primarily due to higher bpsigramming costs. The development of the New Yaorit Boston markets resulted in an
$11 million increase in costs for RCN during theipa The most significant increases occurred irspenel related costs, origination and
programming costs and advertising expenses.

Information Services. Revenue for information seegibusiness increased 110% to $40 million fostkenonths ended June 30, 1997. The
increase in revenue is attributable to signingeviesal major new outsourcing contracts in late 1896 the increased focus of customers on
Year 2000 compatibility.

The operating costs of the information servicesrass increased 79% to $25 million in 1997 prinyadlilie to its continued growth.
Hardware, communications and personnel costs p#rganced significant increases compared to ther paar. Operational efficiencies were
recognized in 1997 through the increased utiliratibexisting computer hardware.

General and Administrative Expenses. General andrastrative expenses increased 30% in 1997. Therses of Freedom, acquired by C-
TEC in 1996, and certain non-capitalized costsldf fillion incurred in connection with the MarchdI®transactions with Freedom's
minority shareholders, and the professional feesrired for C-TEC's restructuring were primarilypessible for the higher costs. Also
contributing were the additional costs associatil the growing information services business.

Equity Earnings, net. Equity earnings increasediaantly in 1997. The Group's proportionate shafr€alEnergy's earnings increased $10
million in 1997 to $16 million. An increase in tBroup's share of CalEnergy's earnings and impromemehose earnings, primarily due to
the commencement of operations at additional geathiefacilities, and the acquisitions of three aogration facilities and Northern Electric,
contributed to the increase. The Group's propaat®ishare of Northern Electric provided $9 millafrincome. Partially offsetting these ga
were losses attributable to the Casecnan project.

Investment Income, net. Investment income declB®% in 1997. The conversion of CalEnergy convegtididbentures into common stock, a
reduction in the average portfolio balance duagdnicant investments in CE Electric and the RQMinesses, and a decline in gains
recognized on the sales of securities, all conteithto the reduction in investment income.

Interest Expense, net. Interest expense increask@bi7 to $19 million from $13 million in 1996. Tdugh June 1996 and 1997, CPTC
incurred $4 million and $5 million of interest as long-term debt. In 1996 the interest was capédldue to the construction of the SR91 toll
road. In 1997 the interest was charged againstregn

Other, net. Other income is primarily comprisedjains and losses on the sale and disposition giegptyy plant and equipment and other
assets. Increased income from the sale of operasisets, and the absence of one-time charges T&@s writeoff of regulatory assets led
the increase in other income.

Provision for Income Taxes. The effective incomertte for 1996 differs from the expected statutmir@5% primarily due to the state
income taxes.

Minority Interest in Net Loss (Income) of Subsidéa. C-TEC's losses, primarily due to the developmenhefRCN business, certain r-



capitalized costs incurred in connection with therdh 1997 transactions with Freedom's minority eshalders and restructuring expenses,
and the losses associated with the SR91 toll mesd|ted in the increased losses attributable twrity shareholders.

Financial Condition - June 30, 1997 vs. December 28996

Excluding C-TEC described in a separate paragrafiwh the Group's working capital increased $15®anior 40% during 1997. An
increase in cash flows from operations, primarile do $93 million of federal tax and interest refsnand financing activities, was partially
offset by investing activities.

Investing activities primarily consist of $16 mdlii of real estate investments, $19 million of ingional energy projects, $12 million of
capital expenditures, including $8 million for timformation services business, and the net purchs®rketable securities of $4 million.

Financing sources include $72 million from the extafpe of Class B&C Stock for Class D Stock, $5 aiillfrom the issuance of common
stock and $16 million long-term debt borrowingse¥a sources were partially offset by $12 milliontf@e payment of dividends.

C-TEC's working capital decreased slightly in 19Bfe series of transactions with Freedom's minatiigreholders for $40 million, $61
million of capital expenditures to expand the RC€hhle and telephone networks, and $7 million taydpng-term debt and preferred
dividends were partially funded by the sale of netakle securities of $43 million.

The Group anticipates making significant investraentits telecommunications and energy businessesuding its joint venture agreement
with CE covering international power project deateent activities - and searching for opportunit@eacquire businesses which provide for
long-term growth. Other long-term liquidity useslide payment of income taxes and repurchasin@tbep's stock. The Group's current
financial condition and borrowing capacity shoutdsufficient for immediate operating and investaugvities.

In late 1995, a Group and CalEnergy venture, CEe@en Water and Energy Company, Inc., ("Casecr@osgd financing and commenced
construction of a $495 million irrigation and hydtectric power project located on the Philippifans of Luzon. The Group and CalEnergy
have each made $62 million of equity contributitm¢he project.

The Casecnan project was being constructed omegod several basis by Hanbo Corporation and H&migineering & Construction Co.
Ltd. ("HECC"), (together, "Contractors"), both ohish are South Korean corporations. Hanbo Corpamaind HECC are under common
ownership. The Contractor's obligations under thestruction contract ("Hanbo Contract”) are guaradtby Hanbo Iron & Steel Company,
Ltd. ("Hanbo Steel"), a large South Korean steehgany. In addition, the Contractors' obligations se&cured by an unconditional, irrevoci
standby letter of credit issued by Korea First BAEB") in the approximate amount of $118 millidburing the first quarter of 1997 Hanbo
Corporation, HECC and Hanbo Steel each filed t& amkruptcy protection in South Korea and KFB&ddrrating was downgraded beca
of the substantial loans it made to Hanbo Steel.

On May 7, 1997, Casecnan announced that it hadrtaeted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofie "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractmiiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and Colenco Power
Engineering Ltd., and will be headed by Cooperaivaatori Cementista CMC di Ravenna and ImpresgadPotti & C. Spa. The Hanbo
Contract was terminated because of events of dafadkr the contract including the fact that thenttactors had filed for court receivership
protection in South Korea. In connection with tlatract termination, Casecnan made a draw req@i&3tomillion under the letter of credit
issued by KFB to pay certain transition costs ath@éiodamages under the Hanbo Contract. KFB faddtbhor the draw request and Case«
filed a suit in New York State Court. KFB fundedirpuant to a court order, the $79 million into aterest bearing account of an independent
financial institution in the United States. Thistteais still unresolved, however, if KFB would rm required to honor its obligations under
the letter of credit, such action may have a malttedverse effect on the Casecnan project. Howéased on information available, the
Group does not currently believe its investmeirimigaired.

In February 1997, C-TEC announced a plan to sep@isabperations along business lines into threarsge, publicly traded companies:
Commonwealth Telephone Enterprises, Inc., contgittie local telephone group and related enginedrnirsiness;
Cable Michigan, Inc., containing the cable telemisoperations in Michigan; and

RCN Corporation, Inc., which will consist of RCNI&eom Services; C-TEC's existing cable systembhérBoston-Washington, D.C.
corridor; and the investment in Megacable S.A. dé.G cable operator in Mexico. RCN Telecom Seasits a provider of packaged local
and long distance telephone, video, and interrs#sacservices provided over fiber optic networkesidential customers in Boston and New
York City.

The restructuring should permit investors and tharfcial markets to better understand and evaldal&C's various businesses. In addition,
the restructuring will allow C-TEC to raise capital the most efficient terms. In July 1997 TEC closed four committed credit facilities w
a syndicate of banks aggregating $410 million. G3Titends to use these credit facilities to refoathe cable group's existing Senior
Secured Notes and to fund RCN's continued developi



On June 18, 1997 C-TEC received approval by trermal Revenue Service to conduct the tax-free gffinf Cable Michigan and RCN
Corporation. While it is anticipated that the prepd restructuring will occur by the fourth quartée spin-offs are subject to receipt of other
regulatory approvals and other conditions. If therganization and spin-offs occur, the Group withdess than 50% of the outstanding
shares and voting rights of each entity, and \Waréfore account for each entity using the equitgyhmd for all of 1997.

On May 12, 1997, C-TEC announced that it had pregds acquire the 38% of the common stock of Merootcurrently owned by it in
exchange for 8.75% of the common stock of C-TECHigjan. The proposed exchange ratio is based oasthemption that C-TEC Michigan
will have $125 million of debt outstanding at tiraé of the transaction.

The proposal is subject to certain conditions,udiig the consummation of C-TEC's restructuring tedreceipt of all required regulatory

approvals. On June 23, 1997, TEC announced that due to the earlier than anteiplRS approval of its own restructuring, it wasgendin
discussions with Mercom until after its restruatgrivas complete. C-TEC reserves the right to wéthdts proposal at any time prior to the
execution of a definitive agreement. There candassurance as to the terms of any transactidmbanhy transaction will take place.
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