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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 September 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

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

(402)-342-2052
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Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
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
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PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Operations

(unaudited)
Three Month s Ended Nine Months Ended
Septembe r30, September 30,
(dollars in millions, except
per share data) 1997 1996 1997 1996
Revenue $ 896 $ 809%$2,180 $2,186
Cost of Revenue (785) (670) (1,877) (1,842)
111 139 303 344
General and Administrative Expenses (53) (53) (147) a77)
Operating Earnings 58 86 156 167
Other Income (Expense):
Equity Losses, net (12) 2 @7 (©)]
Investment Income, net 12 14 34 48
Interest Expense, net (5) 9 (@3 (24)
Other, net 9 5 29 19
4 8 33 40
Income from Continuing Operations Before
Income Taxes and Minority Interest 62 94 189 207
Provision for Income Taxes (23) (36) (73) (79)
Minority Interest in Net Loss
(Income) of Subsidiaries 1 - 2 Q)
Income from Continuing Operations 40 58 118 127
Discontinued Operations:
Income from Operations, net of income
taxes of ($8), ($3), ($15) and ($6) 13 5 26 7
Extraordinary Item - Windfall tax, net of
income tax benefit of $34 (63) - (83) -
Income (Loss) from
Discontinued Operations (50) 5 (37) 7
Net Earnings(Loss) $ (10) $ 63 $81 $ 134
Earnings Attributable to
Class B&C Stock $ 34 $ 39 $84 $ 75
Earnings (Loss) Attributable to
Class D Stock:
Continuing Operations 6 19 34 52
Discontinued Operations (50) 5 (37) 7
$ (44) $ 24 $(3) $ 59

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

Consolidated Condensed Statements of Operations
(unaudited)



Three Months

Ended Nine Months Ended

September 30, September 30,
(dollars in millions, except
per share data) 1997 1996 1997 1996
Primary Earnings per Share:
Class B&C $ 3.38 $ 364 $ 876 $7.18
Class D
Continuing Operations $ .26 $ .76 $1.40 $2.19
Discontinued Operations:
Income from Operations .55 22 1.08 33
Extraordinary Item (2.59) - (2.59) -
Discontinued Operations (2.04) .22 (1.51) .33
Net Income (Loss) $ (1.78) $ 98 $ ((11) $2.52
Fully Diluted Earnings per Share:
Class B&C $ 3.26 $ 353 $ 842 $6.97
Class D
Continuing Operations $ .26 $ .76 $ 140 $2.19
Discontinued Operations:
Income from Operations .55 22 1.08 33
Extraordinary Item (2.59) - (2.59) -
Discontinued Operations (2.04) 22 (1.51) .33
Net Income (Loss) $ (1.78) $ 98 $ (.111) $2.52
Cash Dividends Declared per Common Share
Class B&C $ - 3 -$ 70 $ .60

Class D $ - % -5 - % -

See accompanying notes to consolidated condensautcial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

S eptember 30, December 28,
1997 1996
(dollars in millions, except per share data) (unaudited)

Assets

Current Assets:
Cash and cash equivalents

$ 522 $ 320

Marketable securities 373 426
Restricted securities 22 17
Receivables, less allowance of $15 and $20 463 357
Costs and earnings in excess of

billings on uncompleted contracts 118 80
Investment in construction joint ventures 148 91
Deferred income taxes 46 59
Other 51 45

Total Current Assets

Property, Plant and Equipment,
less accumulated depreciation and

amortization of $665 and $774 391 807
Investments 531 283
Investments in Discontinued Operations 597 608
Intangible Assets, net 55 368
Other Assets 43 72



$ 3,360 $ 3,533

See accompanying notes to consolidated condensaucfal statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Balance Sheets

S eptember 30, December 28,
1997 1996
(dollars in millions, except per share data) (unaudited)

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 268 $ 235
Current portion of long-term debt:
Telecommunications - 55
Other 11 2
Accrued costs and billings in excess
of revenue on uncompleted contracts 302 124
Accrued insurance costs 86 81
Other 83 140
Total Current Liabilities 750 637
Long-Term Debt, less current portion:
Telecommunications - 207
Other 151 125
Deferred Income Taxes 158 146
Retirement Benefits 40 48
Accrued Reclamation Costs 100 99
Other Liabilities 182 234
Minority Interest 11 218
Stockholders' Equity:
Preferred stock, no par value, authorized
250,000 shares: no shares outstanding - -
Common stock, $.0625 par value,
$1.8 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:
10,082,829 outstanding in 1997 and
10,743,173 in 1996 1 1
Class D, authorized 50,000,000 shares:
25,386,725 outstanding in 1997 and
23,219,744 in 1996 1 1
Additional paid-in capital 317 235
Foreign currency adjustment (8) (@)
Net unrealized holding gain 18 23
Retained earnings 1,639 1,566
Total Stockholders' Equity 1,968 1,819

$ 3,360 $3,533

See accompanying notes to consolidated condensucial statements.

PETER KIEWIT SONS', INC.

Consolidated Condensed Statements of Cash Flows
(unaudited)

Nine Months Ended

(dollars in millions)

Cash flows from continuing operations:
Net cash provided by continuing operations

Cash flows from investing activities:

September 30,

1997

$ 341

1996

$ 226



Proceeds from sales and maturities of
marketable securities

Purchases of marketable securities
Change in restricted securities
Proceeds from sale of property, plant

212 312
(193)  (283)
4 2

and equipment, and other investments 36 25
Capital expenditures (110) (138)
Acquisitions and investments, net (53) (41)
Other 3

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from long-term debt borrowings 21 35
Payments on long-term debt, including

current portion 2) (40)
Net change in short-term borrowings - (45)
Repurchases of common stock 2) (15)
Dividends paid (25) (25)
Issuance of common stock 83 28

Net cash provided by (used in) financing activiti

Cash flows from discontinued operations:

Discontinued operations 3
Investments in discontinued operations (34) (55)
Net cash used by discontinued operations -(34) ------ EgZ)

Cash and cash equivalents of C-TEC at beginning of year (76)

Net change in cash and cash equivalents 202 (8)

Cash and cash equivalents at beginning of period 320 457

Cash and cash equivalents at end of period

$ 522 $ 449

Noncash investing activities from discontinued oper ations:
Conversion of CalEnergy Convertible Debentures
to CalEnergy Common Stock $ - % 66

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

The consolidated condensed balance sheet of PeteitiSons', Inc. ("PKS") and subsidiaries (the i@mny") at December 28, 1996 has
been condensed from the Company's audited bal&ees as of that date. All other financial statera@aintained herein are unaudited and, in
the opinion of management, contain all adjustméuasisting only of normal recurring accruals) reseey for a fair presentation of financial
position and results of operations for the peripgsented. The Company's accounting policies ardigether disclosures are set forth in
notes to the consolidated financial statementsadoed in the Company's Annual Report on FornK1fer the year ended December 28, 1¢

On July 1, 1997, the Company paid $5 million ta@ase its ownership in ME Holding Inc. ("ME Holdifigrom 49% to 80%. The Company
consolidated ME Holding in its 1997 financial statnts and accounted for it using the equity methd®96. The purchase price of $5
million was in the form of a note payable to thenarity shareholder and is payable on demand.

On September 5, 1997, C-TEC Corporation ("C-TE®@faunced that its board of directors had approlkiegtanned restructuring of C-TEC
into three publicly traded companies. The transactias effective September 30, 1997. As a resuliefestructuring plan, the Company
owns less than 50% of the outstanding shares atimgvaeghts of each entity, and therefore has antedifor each entity using the equity
method as of the beginning of 1997. C-TEC's finalngosition, results of operations and cash flovescansolidated in the 1996 consolidated
condensed financial statements.

Receivables at September 30, 1997 and Decemb#&©98,include approximately $74 million and $86 roill, respectively of retainage on
uncompleted projects, the majority of which is estpd to be collected within one year. Includeddocunts receivable are $44 million and
$53 million of securities which are being held hg bwners of various construction projects in iéuetainage.

The results of operations for the nine months er@kgatember 30, 1997 are not necessarily indicafitiee results to be expected for the



year.

When appropriate, items within the consolidateddemsed financial statements have been reclassifietdthe previous periods to conform
current year presentation.

2. Discontinued Operations

On September 10, 1997, the Company and CalEnergy@oay, Inc. ("CalEnergy") entered into an agreemdrdreby CalEnergy contracted
to purchase the Company's energy investments {&@6$Imillion, subject to adjustments. These enamggstments include approximately 20
million shares of CalEnergy common stock (assurttiregexercise of 1 million options held by the Compathe Company's 30% ownership
interest in CE Electric UK, plc ("CE Electric") atie Company's investments, made jointly with Caligg, in international power projects
Indonesia and the Philippines. The transactionligext to the satisfactory completion of certaiayisions of the agreement and is expecte
close in early 1998. These assets comprise thggsegment of the Company. Therefore, the Compasyéflected these assets, the earl
and losses attributable to these assets, andltttedeash flow items as discontinued operationtherconsolidated condensed balance sheets
and statements of operations and cash flows fgeaibds presented. The Company is no longer redqu@ provide additional capital to these
entities through the closing date.

In order to fund the purchase of these assets,n@adfy sold, in October 1997, approximately 19.JiamlIshares of its common stock at a
price of $37.875 per share. This sale reduced trepany's ownership in CalEnergy to approximateBo28it increased its proportionate
share of CalEnergy's equity. It is the Companyqgyaido recognize gains or losses on the sale okdipdts investees. The Company expec
recognize an after-tax gain of approximately $50ioni from this transaction in the fourth quartérl®97.

The agreement with CalEnergy includes a provisibeneby CalEnergy and the Company are to sharelgaumsl proceeds from the offering
above or below a specified amount. The offering e@sucted at a price above that provided in thheeagent and therefore, the Company
expects to receive additional proceeds of up toriion at the time of closing.

The Company expects to recognize an after-tax gaitme disposition of its energy assets in 1998pproximately $300 million. The aftéax
proceeds from the transaction of approximately $&80on will be used to fund the expansion plartteé information services business.

The following is summarized financial informatiaor fdiscontinued operations:

Three Months Ended Nine Months Ended
September 30, September 30,

Income from Discontinued Operations 1997 1996 1997 1996
Operations

Equity in:

CalEnergy earnings, net $ 13 $ 7 % 29 $ 14

CE Electric earnings, net 2 - 11 -

Earnings in international

energy projects 6 Q) 1 (6)

CalEnergy debenture interest - 2 - 5
Income tax expense (8) 3) (15 (6)
Income from operations $ 13 $ 5% 26 $ 7

Extraordinary Loss - Windfall Tax

Company's share from CE Electric $ (58) $ - $ (58) $ -
Company's share from CalEnergy (39) - (39
Income tax benefit 34 - 34
Extraordinary Loss $ (63) $ - $ (63) $ -

In December 1996, CE Electric which is 70% ownedClyEnergy and 30% owned by the Company, acquit@dnity ownership of Norther
Electric plc ("Northern™) pursuant to a tender ofemmenced in the United Kingdom by CE ElectrilNiovember 1996. As of March 1997,
CE Electric effectively owned 100% of Northern'slioary shares.

On July 2, 1997, the Labour Party in the Unitedd@iom announced the details of its proposed "Wihd@X" to be levied against privatized
British utilities. This one-time tax is 23% of thdference between the value of Northern at thetohprivatization and the utility's current
value based on profits over a period of up to fears. CE Electric recorded an extraordinary chafgamproximately $194 million when the
tax was enacted on July 31, 1997. The total imfgatte Company, directly through its investmen€ig Electric and indirectly through its
30% interest in CalEnergy, was $63 million.

The following summarizes the investments in dista#d operations:



Se ptember 30, December 28,

1997 1996
( unaudited)
Investment in CalEnergy $ 282 $ 292
Investment in CE Electric 129 176
Investment in international energy projects 184 157
Deferred income tax asset (liability) 2 (17)
Total $ 597 $ 608

3. Earnings Per Share:

Primary and fully diluted earnings (loss) per shafreommon stock have been computed using the werghverage number of shares
outstanding during each period after giving efteatommon stock equivalents and other dilutive s&es. In 1997, operations attributable to
Class D Stock resulted in a loss. Therefore, titiedilntive effect of the Class D options was notluded in the per share calculations. The
number of shares used in computing earnings (fmss3hare was as follows:

Three Months En ded Nine Months Ended
September 30 , September 30,

1997 1 996 1997 1996
Primary earnings per share:
Class B&C 10,086,016 11,01 3,724 9,570,079 10,542,158
Class D 24,585,375 23,18 1,785 24,513,018 23,207,898
Fully diluted earnings per share:
Class B&C 10,522,849 11,36 8,613 10,006,912 10,899,549
Class D 24,585,375 23,18 1,785 24,513,018 23,207,898

In March 1997, the Financial Accounting Standardaf issued Statement of Financial Accounting Stedsl("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 consolidated statements of opesatio

4. Summarized Financial Information:

Holders of Class B&C Stock (Construction & Miningdsp) and Class D Stock (Diversified Group) arekitmlders of PKS. The
Construction & Mining Group ("KCG") contains the @pany's construction and materials operations efiConstruction Group Inc. The
Diversified Group ("KDG") contains information séres businesses operated by PKS Information Sexyioe., coal mining properties
owned by Kiewit Coal Properties Inc., communicasi@ompanies owned by Commonwealth Telephone Eigegpiinc., RCN Corporation,
Inc. and Cable Michigan, Inc., California Privataiisportation Company, L.P. ("CPTC"), the ownerrapm@ of the SR91 toll road in
California, and miscellaneous investments. KDG alsas interests in CalEnergy, CE Electric and s&viaternational energy projects in
Indonesia and the Philippines. These energy assiétse sold to CalEnergy in 1998 pending the $atitory completion of certain provisions
of the agreement. Corporate assets and liabilittash are not separately identified with the ongoaperations of the Construction & Mining
Group or the Diversified Group are allocated equb#tween the two groups.

A summary of the results of operations and findrmueition for the Construction & Mining Group attte Diversified Group follows. The
summary information for December 28, 1996 was @efifrom the audited financial statements of thpeesve 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 intemogpany accounts and transactions, except thoselglitEtween the Construction & Mining
Group and the Diversified Group, have been elingidat

(in millions, except per share data)

Construction & Mining Group:

Three Months E nded Nine Months Ended
September 3 0, September 30,
1997 1996 1997 1996
Results of Operations:
Revenue $ 824 % 651 $1,968 $1,729
Net earnings 34 39 84 75
Primary earnings per share 3.38 3.64 8.76 7.18
Fully diluted earnings per share  3.26 3.53 8.42 6.97
Septem ber 30, December 28,
1 997 1996

Financial Position:



Working capital $ 389 $ 367

Total assets 1 ,384 1,042
Long-term debt, less current portion 17 12
Stockholders' equity 593 562

Included within the results of operations are mimenagement fees paid by the Diversified Group aidiiion and $9 million for the three
months ended September 30, 1997 and 1996 and $izthrand $24 million for the nine months ended teefber 30, 1997 and 1996.

(in millions, except per share data)

Diversified Group:

Three Months Ended Nine Months Ended
September 30, September 30,
1997 1996 1997 1996
Results of Operations:
Revenue $ 80 $ 165 $ 241 $ 482
Net income (loss):
Continuing operations 6 19 34 52
Discontinued operations (50) 5 (37) 7
$ (44) $ 24 $ (3) $ 59

Primary and fully diluted earnings
(Loss) per share:

Continuing operations .26 .76 1.40 2.19
Discontinued operations (2.04) .22 (1.51) .33
$ (1.78) $ 98 $(.11) $252
Sep tember 30, December 28,
1997 1996
Financial Position:
Working capital $ 604 $ 391
Total assets 2,013 2,511
Long-term debt, less current portion 134 320
Stockholders' equity 1,375 1,257

Included within the results of operations are nimanagement fees paid to the Construction & Minimgup of $7 million and $9 million for
the three months ended September 30, 1997 andat@b$23 million and $24 million for the nine mont#reded September 30, 1997 and
1996.

5. Acquisitions:

In December 1996, CE Electric which is 70% ownedlyEnergy and 30% owned by KDG, acquired majanipership of the outstanding
ordinary share capital of Northern Electric plc ¢tthern") pursuant to a tender offer (the "Tend#e©) commenced in the United Kingdom
by CE Electric in November 1996. As of March 19@F, Electric effectively owned 100% of Northern'slioary shares.

As of September 30, 1997, CalEnergy and KDG hadritered 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 TeDidler were provided by a term loan and a revolvieglity agreement obtained by CE
Electric. KDG has not guaranteed, and is not otisensubject to recourse for, amounts borrowed uttiese facilities.

The Company's investment in CE Electric and thaiegs and losses associated with CE Electric aeded in discontinued operations.

In April 1997, KCG and a partner each invested fillion to acquire a 96% interest in Oak Mountaimegy L.L.C. ("Oak Mountain"). Oak
Mountain then acquired the existing assets of atlerground coal mine in Alabama for approximatel$ #dillion and assumed approximat
$14 million of related liabilities. Oak Mountaintends to use the remaining cash and $30 milliomooirecourse bank borrowings to retire the
existing debt and further develop and modernizentiree. Oak Mountain's results are consolidated thitise of the Company on a pro-rata
basis since the date of acquisition. The coal miresults of operations prior to the acquisitiomen@ot significant relative to the Company's
results.

6. Investments:

KDG is able to defer the tax on $40 million of gaiith respect to the 1995 Whitney Benefits litigatisettlement by investing in real estate.
In February 1997, KDG purchased an office buildm@urora, Colorado for $22 million. In June 19%DG closed a $16 million financing
agreement with Metropolitan Life Insurance Compaltye 15-year note is collateralized by the Aura@pprty and carries an interest rate of
8.38%.



KDG has also begun construction on a second datarci®r the information services business in Phqekrizona. The cost of the building,
approximately $11 million, will be applied agaitise $40 million gain. KDG may make additional reatate investments to defer the
remaining balance.

In late 1995, a KDG and CalEnergy venture, CE QamedVater and Energy Company, Inc., ("CE Casecr@dosgd financing and
commenced construction of a $495 million irrigataomd hydroelectric power project located on thdifihine island of Luzon. KDG and
CalEnergy have each made $62 million of equity Gbations to the project.

The CE Casecnan project was being constructedantand several basis by Hanbo Corporation analida&Engineering & Construction C
Ltd. On May 7, 1997, CE Casecnan announced thaiditterminated the Hanbo Contract. In connectidh thie contract termination, CE
Casecnan made a $79 million draw request undeettes of credit issued by Korea First Bank ("KFBJ)pay for certain transition costs and
other damages under the Hanbo Contract. KFB faddwnor the draw request; the matter is beingdtgd. If KFB would not be required to
honor its obligations under the letter of credii;ls action may have a material adverse effect elCth Casecnan project. KDG does not
expect the outcome of the litigation to affecffitencial position due to the transactions contextgal with CalEnergy.

The Company and CalEnergy had agreed to jointheldgvand construct geothermal power facilitiedhatDieng 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 basiseageththermal resources are developed. In June fl89Company and CalEnergy closed a
$400 million revolving credit facility to financéa¢ development and construction of the remainidigmesian projects. The credit facility is
collateralized by the Indonesian assets and iseoourse to the Company.

The Company's investments in the internationalgnprojects and the earnings and losses associéttethese investments are included in
discontinued operations.

7. C-TEC Restructuring:

On September 5, 1997, C-TEC announced that itdbafadirectors had approved the planned restrutgusf C-TEC into three publicly
traded companies effective September 30, 1997. tthdeerms of the restructuring C-TEC shareholdecsived stock in the following
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 consists of RCN TelacBervices; C-TEC's existing cable systems in th&tdh-Washington D.C. corridor;
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 accesgssrprovided over fiber optic networks to resitirtustomers in Boston, New York City
and Washington, D.C.

The restructuring is expected to permit investois the financial markets to better understand aatuate C-TEC's various businesses. In
addition, the restructuring has allowed C-TEC fseaapital on more efficient terms. In July 19G7TEC closed four separate credit facili
with a syndicate of banks aggregating $410 milko in October 1997, RCN issued $575 million oftd&€hese proceeds were used to
refinance the cable group's existing Senior Sechiads and to fund RCN's continued development.

As a result of the restructuring, KDG owns les$1tB8% of the outstanding shares and voting righesaoh entity, and therefore accounts for
each entity using the equity method as of the bggof 1997. C-TEC's financial position, resulfoperations and cash flows are
consolidated in the 1996 consolidated financigksteents. The financial position of each entity ept8mber 30, 1997 and December 28, 1996
(pro-forma) and KDG's proportionate share of thaitygn each entity including allocated goodwill svas follows:

Commonwealth
Telephone Cable RCN
Enterprises Michigan Corporation
1997 1996 1997 1996 1997 1996
Financial Position:
Current assets $8%$51 $ 18$ 10$ 247 $ 143
Other assets 291 266 124 139 352 485
Total assets 372 317 142 149 599 628
Current liabilities 76 59 17 24 72 57

Other liabilities 262 189 163 190 138 175
Minority interest - - 15 15 15 5

Total liabilities 338 248 195 229 225 237



Net assets (liabilities) $34% 69 $ (53)$ (80) $ 374 $ 391

KDG's Share:
Equity in net assets $17$33 % (26)$ (38)$ 181 $ 189
Goodwill 82 58 58 75 32 41

$99%91 % 32% 37% 213$230

The results of operations for each entity for teermonths ended September 30, 1997 and 1996, B@&Isproportionate share, including
goodwill amortization were as follows:

Commonwealth
Telephone Cable RCN
Enterprises Michigan Corporation
1997 1996 1997 1996 1997 1996
Results of Operations:
Revenue $ 145 $139 $ 61 $57% 92376
Net income (loss) available
to common stockholders 18 17 3 @ @5 (1)
KDG's Share:
Net income (loss) $ 9 %8 $(1)% 3) $17)% -
Goodwill amortization @ @ B @ - @
Equity in net income (loss) $ 8 $ 5 $(4)% (5) $17)3$ (2)

The following is financial information of the Compahad C-TEC been accounted for utilizing the ggoiethod in the consolidated
condensed financial statements as of Decemberd®®, dnd for the three and nine months ended Septed®) 1996. The financial stateme
for 1997 include C-TEC accounted for utilizing #guity method. They are presented here for comiparptirposes only.

Sep tember 30, December 28,

(dollars in millions) 1997 1996
Assets
Current Assets:

Cash and cash equivalents $ 522 $ 244
Marketable securities 373 379
Restricted securities 22 17
Receivables, less allowance of $15 and $17 463 315
Costs and earnings in excess of billings on

uncompleted contracts 118 80
Investment in construction joint ventures 148 91
Deferred income taxes 46 49
Other 51 32
Total Current Assets 1,743 737
Property, Plant and Equipment, net 391 339
Investments 531 549
Investments in Discontinued Operations 597 608
Intangible Assets, net 55 38
Other Assets 43 47

$ 3,360 $ 2,788

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable $ 268 $ 197
Current portion of long-term debt 11 2
Accrued costs and billings in excess of revenue

on uncompleted contracts 302 112
Accrued insurance costs 86 81
Other 83 78
Total Current Liabilities 750 470
Long-Term Debt, less current portion 151 125
Deferred Income Taxes 158 45
Retirement Benefits 40 45
Accrued Reclamation Costs 100 99

Other Liabilities 182 181



Minority Interest

Total Stockholders' Equity

I &

Three Months E

September 3
(dollars in millions) 1997
Revenue $ 89%6 $
Cost of Revenue (785)
111

General and Administrative Expenses

Operating Earnings 58
Other Income (Expense):
Equity Earnings (Loss), net (12)
Investment Income, net 12
Interest Expense, net (5)
Other, net 9
4

Income from Continuing Operations
Before Income Taxes and
Minority Interest 62

Provision for Income Taxes (23)
Minority Interest in Net Loss

of Subsidiaries 1
Income from Continuing Operations
Income (Loss) from Discontinued

Operations (50)

Net Earnings (Loss) $ (10) $

(dollars in millions)

Cash flows from continuing operations:

Net cash provided by continuing operations

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

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from long-term debt borrowings
Payments on long-term debt including current port

Net change in short-term borrowings
Repurchases of common stock
Dividends paid

Issuance of common stock

Net cash provided by (used in) financing activit

Cash flows used in discontinued operations

11 4

3,360 $ 2,788

nded Nine Months Ended
0, September 30,
1996 1997 1996

719 $2,180 $1,913
(611) (1,877) (1,659)

(32) (147) (113)

Nine Months Ended
September 30,
1997 1996

$ 341 $ 164

212 223
(193)  (261)
4 2
36 25
(110)  (80)
(53) (15)

- 3

21 16
ion 2) (6)
- (45)
(2 (15)
(25) (24)
83 27
ies 75 47



Net change in cash and cash equivalents 278 (38)

Cash and cash equivalents at beginning of period 244 408

Cash and cash equivalents at end of period $ 522 $ 370

8. Other Matters:

In October 1996, the Board of Directors ("Boardfedted the Company's management to pursue aglisfi€lass D Stock as a way to add
certain issues created by the Company's two-ckgsisat stock structure and the need to attractratain the best management for the
Company's businesses. During the course of its imadioin of the consequences of a listing of Classtéck, management concluded that a
listing of Class D Stock would not adequately addrfese issues, and instead began to study asepaf the Construction and Mining
Group and the Diversified Group. At the regular tmegof the Board on July 23, 1997, management éiidxinto the Board for consideration
a proposal for separation of the Construction atirdd Group and the Diversified Group through spfitof KCG (the "Transaction"). At a
special meeting on August 14, 1997, the Board ajgaréhe Transaction.

The separation of the Construction and Mining Grangd the Diversified Group would be contingent uparumber of conditions, including
the favorable ratification by a majority of bothaS6 C and Class D shareholders and the receipebd@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtaed that the separation would be tax-free to Wh@reholders. As a result, the
restructuring will probably not occur until mid-yek998. The Diversified Group probably will not ke list its stock for public trading on a
national securities exchange until it raises caffitmugh a public equity offering or desires tovéa listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and falbbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best interests of all stockleotd

If the Transaction is approved by the Company'sedtwders, the historical financial statementshef Company will be restated to reflect the
historical basis financial information of KCG asabntinued operations. The separation of KCG frieenGompany will be accounted for at
fair value and following the Transaction the Compumiil continue to account for KDG's results oniatbrical cost basis. After the
Transaction, the construction and materials busingl be operated by the management of KCG whidhoentinue to account for KCG's
results on a historical cost basis in its sepdmasmcial statements.

KDG has recently decided to substantially incrétssemphasis on and resources to its informatiovices business, with a view to becoming
a facilities- based provider of a broad range tédgnated information services to business. Purdoatiie plan, KDG intends to expand
substantially its current information services besis, through the expansion of its existing busiaesl the creation, through a combinatio
construction, leasing and purchase of facilitied ather assets, of a substantial facilities-baststiet communications network.

Using this network, KDG intends to provide (a) age of internet access services at varying capsisis and, as technology development
allows, at specified levels of quality of servigedasecurity and (b) a number of business orienteanecunications services which may include
fax services, which are transmitted in part ovérate or limited access Transmission Control Prolidaternet Protocol ("TCP/IP") networks
and are offered at a lower price than public teteyghnetwork-based fax service, and voice messagagtnd forwarding over the same
TCP/IP-based networks.

KDG believes that over time, a substantial numtidrusinesses will convert existing computer appitcasystems to computer systems
which communicate using TCP/IP and are accessesdns employing Web browsers. KDG further beligias businesses will prefer to
contract for assistance in making this conversigh those vendors able to provide a full rangeas¥/iees from initial consulting to internet
access with requisite quality and security levels.

The Company is involved in various lawsuits, claensl regulatory proceedings incidental to its besin Management believes that any
resulting liability for legal proceedings beyonétiprovided should not materially affect the Compsfinancial 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

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the Comypa/Nhen used in this document, the words "antieihdbelieve”, "estimate" and "expe
and similar expressions, as they relate to the @omypr its management, are intended to identifwéwd- looking statements. Such
statements reflect the current views of the Compitly respect to future events and are subjecetam risks, uncertainties and assumpti
Should one or more of these risks or uncertaimtiaterialize, or should underlying assumptions piiagerrect, actual results may vary

materially from those described in this document.

Separate management's discussion and analysigaotfal condition and results of operations forKliwwit 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, Nebra:s



68131.
Results of Operations- Third Quarter 1997 vs. ThirdQuarter 1996

Revenue from each of the Company's business segriterthe three months ended September 30 comgfiseidllowing (in millions):

1997 1996
Construction $ 824 $ 651
Coal Mining 50 61
Telecommunications - 90
Information Services 27 11
Other 3 3
Eliminations (8) (7)

$ 896 $ 809

Construction. KCG's construction operations casdygarated into two components; construction anénia#é. Construction and materials
revenue for the three months ended September h@daised 27%, or $173 million, from the same pend®96. Construction revenues
were up 26% compared to 1996. The consolidatidl®fHolding in 1997 resulted in an additional $71liom of revenue for KCG. In
addition to ME Holding, several large sole contsaatd joint ventures became fully mobilized ane et into their peak construction phase
of work. Materials revenue was up 32% in 1997. ®irmarket conditions and the acquisition of adddiglant facilities in Arizona were
responsible for approximately 66% of the increassales. The remaining sales growth was due teases in cement costs which were
passed on to customers.

Contract backlog at September 30, 1997 was $3i@rbdpf which 8% is attributable to foreign opemats located in Canada and Indonesia.
Domestic projects are spread geographically througthe U.S. Included in backlog is $673 milliom fbe "I-15" project awarded in late
March. KCG is the sponsoring partner on the debigjid joint venture reconstructing 16 miles of Irstate 15 through the Salt Lake City,
Utah area. It is expected to be completed in Deegrab2001.

Margins on construction projects for the third qaaof 1997 declined from 11% to 9% for the sam@ogein 1996. The recognition of incol

on design-build contracts tends to be recognizied ia the construction cycle due to the complezitf these types of projects. The awarding
of several of these types of contracts in 1997uding "I-15", resulted in lower margins to the Qmamy. The completion of the design-build
San Joaquin toll road project in late 1996 contgduo the higher returns in that year. Materiatgires, as a percentage of revenue, in 1997
were unchanged from 1996.

Coal Mining. Mining revenue declined 18% in therdhjuarter of 1997 compared to the same perio@#61Commonwealth Edison
Company ("Commonwealth") has the flexibility undee amended contract to accelerate or defer dglfealternate source coal provided it
accepts delivery of the aggregate minimum commitraéthe end of each year. In early 1996, altersatece coal shipments fell below
minimum levels. These shortfalls were partially mag in the second and third quarters of 1996987 1the opposite scenario occurred.
Commonwealth took delivery of more coal in thetfgsarter than was required but reduced its pueshasthe second and third quarters.
Overall, the Company's alternate source coal reeedeclined $6 million for the quarter ended Septam30, 1997. Spot coal sales also
declined in 1997. In the third quarter of 1996 uatomer bought out its remaining 1996 obligatidrise customer was not required to take
delivery of the coal by paying 60% of the contrdgbeice.

Costs as a percentage of revenue for the coal gnoperations in the third quarter of 1997 were =tast with that of the prior year. The
decline in revenue from the customer who boughiteudbligations in 1996, and declines in highergiraalternate source coal sales, were
offset by improved mining efficiencies at the Bld@ltte mine and a decline in costs as the 1996 ¢oslude certain equipment write-offs.

Information Services. The Company's informatiorviees business provides computer operations outs@uand systems integration servi
to firms that desire to focus resources on theie dwusiness. Systems integration services inclodeerting mainframe based systems to
client/server architecture, Year 2000 complianoelecrestructuring and softwareeagineering. Revenue attributable to computer autsog
and systems integration increased 146% to $27amiftr the three months ended September 30, 199 paed to the same period in 1996.
The increase in revenue is attributable to sigsingral new outsourcing contracts in late 1996thadncreased focus of customers on Year
2000 compatibility, code restructuring and softwaengineering.

The operating costs of the information servicesrtass doubled to $16 million in 1997 primarily dodts continued growth. Hardware,
communications and personnel costs for the sysiet@gration business increased significantly coragdo the prior year. Operational
efficiencies were recognized in 1997 through theegased utilization of existing computer hardware.

General and Administrative Expenses. In 1997, gdraard administrative expenses no longer includestpenses of C-TEC but do include
those of ME Holding. Had C-TEC and ME Holding beegounted for using the equity method in both yegereral and administrative
expenses would have been $48 million and $32 miliin1997 and 1996, respectively. The additionatsassociated with the expanding
information services business, the professional fieeurred for the CalEnergy transaction and tlopased separation of the Construction and
Diversified groups and higher compensation costsoaltributed to the increase in administrativeenges



Equity Losses, net. The telecommunications segiiethie Company is now comprised of the three estitireated in the C-TEC
restructuring. The Company's voting rights in eatthe three entities has fallen below 50% and egnthy is now accounted for utilizing the
equity method. Equity losses now exclude the egsaf ME Holding which is consolidated in 1997. Hhdse entities been accounted for
under the equity method in both periods, equitgésswould have been ($9) million in 1997 and $2Zianilin 1996. This decline is attributal
to the losses incurred by RCN to develop the Bqdtmw York and Washington, D.C. markets.

Investment Income, net. Investment income in 1836luding C-TEC investment income of $2 million,sa@nsistent with that of 1997. The
1997 average portfolio balance and average intemé=s for the period did not vary significantlgrin that of 1996.

Interest Expense, net. Interest expense increaseadlfon in 1997 excluding C-TEC's $8 million afterest expense in 1996. CPTC incurred
$3 million of interest costs in the third quartérl®96 of which $1 million was capitalized due e tconstruction of the toll road. In 1997,
CPTC also incurred $3 million of interest costsadivhich was charged against earnings. The intereshe debt incurred by KCG to
purchase ME Holding and assumed in the Oak Moutguisition, and the debt incurred by KDG to passhthe real estate in Colorado i
contributed to the increase in interest expense.

Other, net. Other income increased 80% in 1997 ithwicl gains on the sale and disposition of cargton equipment was the primary fac
contributing to the increase in other income.

Provision for Income Taxes. The effective incomerttes for the third quarter of 1997 and 1996 v&i# and 38%, respectively. These r
differ from the expected statutory rate of 35% ity due to the state income taxes.

Minority Interest in Net Loss (Income) of Subsidéas. The losses associated with the SR91 toll veer@ partially offset by the income
allocated to ME Holding's minority shareholdersha third quarter of 1997. In 1996, losses of (®#lion of CPTC were offset by the
income of the C-TEC companies.

Discontinued Operations. Equity earnings, net »f iecreased 160% in the third quarter of 1997. Tohenpany's proportionate share of
CalEnergy's earnings, net of tax, increased $4anilh the third quarter of 1997 to $8 million. Thenversion of CalEnergy debentures to
common stock and the exercise of options incretts€ompany's ownership interest in CalEnergy f2&@% at July 1, 1996 to 30% at
September 30, 1997. CalEnergy's earnings alsoaseceprimarily due to the completion and commencgimfeoperations at the Salton Sea
Unit IV geothermal facility, the purchase of thmmgeneration facilities and the acquisition of Mern Electric all of which occurred in the
last half of 1996 and the commencement of operatiithe Mahanagdong geothermal facility in Jug7L In addition to contributing to
CalEnergy's earnings, the Company's proportiortaeesof Mahanagdong and Northern Electric, neanf &lso provided $2 million and $1
million of income. Partially offsetting these gaiwere losses attributable to the Casecnan prajeetCasecnan loss during construction
results from the variance in borrowing and invegiimerest rates on the funds generated by thegtfsjdebt offering in 1995.

Also contained in discontinued operations is thieaexdinary loss of $63 million, net of tax, frolmetWindfall tax imposed by the British
government in 1997.

Results of Operations - Nine Months 1997 vs. Nine dhths 1996

Revenue from each of the Company's business segrizgrihe nine months ended September 30 compitfigefibllowing (in millions):

1997 1996
Construction $1,968 $1,729
Coal Mining 165 172
Telecommunications - 273
Information Services 67 30
Other 9 7
Eliminations (29) (25)

Construction. Construction and materials revenaesiie nine months ended September 30, 1997 iredle(239 million or 14% compared to
the same period in 1996. Construction revenues wetkE3% compared to 1996. The inclusion of ME Huldin the consolidated results in
1997 contributed $174 million to construction revenMaterial revenues also increased by 18% in 198@ng market conditions in Arizona
and the acquisitions of additional facilities iniZoma and the Pacific Northwest were responsibl®&@6 of the sales growth in 1997. The
remaining growth was due to higher cement cosfsiona that were passed on to customers.

Margins on construction projects as a percentagewenue for the first nine months of 1997 increlafsem 9% to 10% due to change order
settlements, cost efficiencies, and early compheionuses. Materials margins as a percentage ehues decreased slightly from 10% to 9%
due to the increased cost of concrete.

Coal Mining. Coal sales declined 4% during thetfiige months of 1997. Alternate source coal sa¢eseased $6 million primarily due to
reduced contractual obligations of customers. Gatéd coal sales also declined slightly in 199'tiugRed coal sales to Detroit Edis



Company, which is temporarily behind in purchasiedl997 contracted coal, is partially offset byléidnal sales to Mississippi Power.

Operating costs as a percentage of revenue wéatalyrunchanged from the same period in 1996. ddwines in higher margin alternate
source coal sales and proceeds from a customehadibought out its obligations, were offset by ioyad mining efficiencies at the Black
Butte mine and a decline in costs as the 1996 aodtsde certain equipment write-offs.

Information Services. Revenue for information sesgibusiness increased 123% to $67 million fonthe months ended September 30,
1997. The increase in revenue is attributablegnisg several new outsourcing contracts in late51®%d the increased focus of customers on
Year 2000 compatibility, code restructuring andwafe re-engineering.

The operating costs of the information servicesrass increased 86% to $41 million in 1997 prinyadilie to its continued growth.
Hardware, communications and personnel costs@kased significantly compared to the prior yegrei@tional efficiencies were recogni:z
in 1997 through the increased utilization of exigtcomputer hardware.

General and Administrative Expenses. General andrastrative expenses in 1997 and 1996 would haen!$137 million and $113 million
had C-TEC and ME Holding been accounted for udiegeiquity method in both years. Increases in tipemses associated with the
information services business, compensation exggemse professional fees incurred for the proposstiucturing and the CalEnergy
transaction led to the increase in general and m@idtrative expenses.

Equity Losses, net. Losses attributable to equigstees increased to ($14) in 1997 from ($4) B6l&suming ME Holding and TEC were
accounted for using the equity method in both yeHne costs of RCN's continued expansion into Boditew York City and Washington
D.C. and the $10 million of costs incurred in coctien with the buyout of a marketing contract witinority shareholders are responsible for
the increase in equity losses.

Investment Income, net. Investment income, excly@ATEC's $9 million of income in 1996, declinedd & 1997. A reduction in the
average portfolio balance for the period, due gmificant investments in CE Electric and the insgional energy projects, and a decline in
gains recognized on sales of securities all couteith to the reduction in investment income.

Interest Expense, net. Interest expense decread&®v to $13 million from $24 million in 1996. 11996, interest expense includes $20
million of expense attributable to C-TEC. In 19@RTC incurred $8 million of interest costs of whikfh million was capitalized prior to the
commencement of operations on August 1, 1996. &Y 1@PTC incurred $8 million of interest, all of iwh was charged against earnings.
interest incurred by KCG to purchase ME Holding asdumed in the Oak Mountain transaction, and ¢dhnetwing by KDG for the Colorado
property account for the remaining increase inregeexpense.

Other, net. Other income is primarily comprisedjains and losses on the sale and disposition gieptyy plant and equipment and other
assets. Increased income from the sale of congtnuetuipment of $7 million, and increases in misceous income, led to the increase in
other income.

Provision for Income Taxes. The effective incomerttes of 39% in 1997 and 38% in 1996 differ fritva expected statutory rate of 35%
primarily due to state income taxes.

Minority Interest in Net Loss (Income) of Subsidéa. Minority interest in 1997 is now comprisediod earnings and losses attributable tc
minority shareholders of CPTC and ME Holding. Theome and (losses) that were allocated to CPT@dvdhHolding's minority
shareholders were ($3) and $1 million in 1997.

Discontinued Operations. Equity earnings, net »f itecreased significantly in 1997. The Companytpprtionate share of CalEnergy's
earnings, net of tax, increased $10 million in 189%¥19 million. An increase in the Company's shar€alEnergy's earnings and
improvement in those earnings, primarily due todbmmencement of operations at a geothermal facditd the acquisitions of three
congeneration facilities and Northern Electric, teifnuted to the increase. The Company's proporteshare of Northern Electric, which was
acquired in December 1996, provided $7 millionrafame after taxes.

Also contained in discontinued operations is theaexdinary loss of $63 million, net of tax, frotretWindfall tax imposed by the British
government in 1997.

Financial Condition - September 30, 1997 vs. Decemb28, 1996

Excluding C-TEC, the Company's working capital eased $256 million or 34% during the first nine tharof 1997. The increase was
mainly due to cash provided by operations, inclgditt46 million of tax and interest refunds, andfining activities. The increase was
partially offset by cash used to fund investing\aités and discontinued operations.

Investing activities include $53 million of investmts, and $110 million of capital expenditures|udmng $89 million for construction
equipment and $11 million for equipment of the imnfiation services business. The investments prignandlude KDG's $22 million for a real
estate investment and KCG's $15 million investmei@ak Mountain. These capital outlays were pdytiaffset by $19 million of ne



proceeds from the sale of marketable securitiest&6dmillion of proceeds from the sale of propepiant and equipment and other assets.

Financing sources include $34 million and $49 wiillfor the issuance of Class C Stock and ClassockSand $16 million and $2 million of
long-term debt borrowing to finance KDG's real tstavestment and to modernize KCG's Oak Mountamentinancing uses primarily
consisted of $13 million of Class C dividends ai@ illion of Class D dividends.

Prior to the agreement with CalEnergy, the Compawmgsted $34 million in the Dieng, Patuha and Baliver projects in Indonesia during
1997.

In October 1996, the Board of Directors ("Boardfedted the Company's management to pursue aglisfi€lass D Stock as a way to add
certain issues created by the Company's two-clsisat stock structure and the need to attractratain the best management for the
Company's businesses. During the course of its imadion of the consequences of a listing of Classtéck, management concluded that a
listing of Class D Stock would not adequately addrfese issues, and instead began to study asepaf the Construction and Mining
Group and the Diversified Group. At the regular tmegof the Board on July 23, 1997, management siidxinto the Board for consideration
a proposal for separation of the Construction amirdd Group and the Diversified Group through atspf of KCG. At a special meeting on
August 14, 1997, the Board approved the Transaction

The separation of the Construction and Mining Grangd the Diversified Group would be contingent upatumber of conditions, including
the favorable ratification by a majority of bothaS6 C and Class D shareholders and the receipeb@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtlaed that the separation would be tax-free to. Wha@reholders. As a result, the
restructuring will probably not occur until mid-yek998. The Diversified Group probably will not ke list its stock for public trading on a
national securities exchange until it raises caffitaugh a public equity offering or desires tovéa listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and fabbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best interests of all stockleoid

The Company anticipates making significant invesitaién its construction and information servicesibasses. KDG has recently decided to
substantially increase its emphasis on and resstocis information services business, with a viewecoming a facilities-based provider of
a broad range of integrated information servicdsuginess. Pursuant to the plan, KDG intends tamedsubstantially its current information
services business, through the expansion of iiagibusiness and the creation, through a conibmaf construction, leasing and purchase
of facilities and other assets, of a substantieilifees-based internet communications network.

Using this network, KDG intends to provide (a) age of internet access services at varying capsisis and, as technology development
allows, at specified levels of quality of servigedasecurity and (b) a number of business orienteaneunications services which may include
fax services, which are transmitted in part ovérgie or limited access Transmission Control Profitaternet Protocol ("TCP/IP") networks
and are offered at a lower price than public teteyghnetwork-based fax service, and voice messagagtnd forwarding over the same
TCP/IP-based networks.

KDG believes that over time, a substantial numtidrusinesses will convert existing computer appitcasystems to computer systems
which communicate using TCP/IP and are accessesdns employing Web browsers. KDG further beligies businesses will prefer to
contract for assistance in making this conversigh those vendors able to provide a full rangeast/iees from initial consulting to internet
access with requisite quality and security levels.

KDG anticipates that the capital expenditures neglito implement this expansion plan will be subiséh KDG anticipates that these costs
may be in excess of $1 billion per year within apgimately two years after the separation of KCGrfrine Company.

Subsequent to September 30, 1997, the Company6a@Ichillion of Class D Stock to employees and deda Class C Stock cash dividend
of $.80 per share payable in January 1998. Long-tiguidity uses include payment of income taxed egpurchasing the Company's stock.
The Company's current financial condition, borragviiapacity and proceeds from the CalEnergy traimsashould be sufficient for
immediate operating and investing activities.

In late 1995, a KDG and CalEnergy venture, CE QamedVater and Energy Company, Inc., ("CE Casecr@osgd financing and
commenced construction of a $495 million irrigatamd hydroelectric power project located on thdiine island of Luzon. KDG and
CalEnergy have each made $62 million of equity iGbations to the project.

The Casecnan project was being constructed omegod several basis by Hanbo Corporation and H&migineering & Construction Co.
Ltd. On May 7, 1997, CE Casecnan announced thaiditterminated the Hanbo Contract. In connectidh thie contract termination, CE
Casecnan made a $79 million draw request unddettes of credit issued by Korea First Bank ("KFBJ)pay for certain transition costs and
other damages under the Hanbo Contract. KFB faddwnor the draw request; the matter is beingdtgd. If KFB would not be required to
honor its obligations under the letter of credii;ls action may have a material adverse effect erCth Casecnan project. KDG does not
expect the outcome of the litigation to affecffitencial position due to the transactions contextgal with CalEnergy.

On September 5, 1997, C-TEC announced that itdbafadtirectors had approved the planned restruausf C-TEC into three publicly
traded companies effective September 30, 1997. tthdeerms of the restructuring C-TEC shareholdecsived stock in the following
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 consists of RCN TelacBervices; C-TEC's existing cable systems in thgtdh-Washington D.C. corridor;
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 accesgssrprovided over fiber optic networks to resitirtustomers in Boston, New York City
and Washington D.C.

The restructuring is expected to permit investois the financial markets to better understand aatbate C-TEC's various businesses. In
addition, the restructuring has allowed C-TEC fseaapital on more efficient terms. In July 19G7TEC closed four separate credit facili
with a syndicate of banks aggregating $410 milkow in October 1997, RCN issued $575 million oftd€hese proceeds were used to
refinance the cable group's existing Senior Sechiads and to fund RCN's continued development.

PETER KIEWIT SONS', INC.
PART Il - OTHER INFORMATION
Item 6. Exhibits & Reports on Form 8-K
(a) Exhibits filed as part of this report are lgteelow.

Exhibit
Number

11 Statement regarding computation of per shamregs
27 Financial Data Schedule

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

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

(b) No reports on Form 8-K were filed by the Compduaring the third quarter of 1997.
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Exhibit 11 Peter Kiewit Sons', Inc.
Calculation or Earnings per Share
For the three and six months ended September 37, d19d 1996

Class C Stock
Three Months Ended Nine Months Ended
September 30, September 30,
1997 1996 1997 1996
Actual weighted shares
outstanding for the period 10,086,016 11,013,7 24 9,570,079 10,542,158

Dilutive stock options using
average market price - - - -

Total number of shares
used to compute primary
earnings per share. 10,086,016 11,013,7 24 9,570,079 10,542,158

Additional dilutive
stock options using
ending market price - - - R

Additional dilutive shares
assuming conversion of
convertible debentures 436,833 354,8 89 436,833 357,391

Total number of shares
used to compute fully
diluted earnings per share 10,522,849 11,368,6 13 10,006,912 10,899,549

Net income from continuing
operations available to
common shareholders $ 34141 $ 40, 078 $ 83,858% 75,726

Add: Interest expense,

net of tax effect

associated with

convertible debentures 126 96 393 286

Net income from
continuing operations
for fully diluted shares  $ 34,267 $ 40, 174 $ 84,251 $ 76,012

Discontinued operations:
Income (Loss) from
discontinued operations,
net of tax - - - -
Extraordinary Item -
Windfall Tax - - - -

Total Discontinued
Operations $ -8 - $ -$ -

Net Income $ 34,267 $ 40, 174 $ 84,251 $76,012

Primary earnings per share:
Continuing Operations 3.38 3 .64 8.76 7.18
Discontinued Operations:
Discontinued operations - - - -
Extraordinary Item -

Windfall tax - - - -
Total Discontinued
Operations $ - 8 - $ - $ -
Primary earnings per share: $ 338 $ 3 64 $ 876 $ 7.18

Fully diluted earnings

per share

Continuing operations 3.26 3 .53 8.42 6.97
Discontinued operations:
Discontinued operations - - - -



Extraordinary Item -
Windfall tax - - - -

Total Discontinued
Operations - - - -

Fully diluted earnings
per share $ 326 $ 3 53 $ 842 $ 6.97

Exhibit 11 Peter Kiewit Sons', Inc.
Calculation or Earnings per Share
For the three and six months ended September 37, &®d 1996

ClassD S tock
Three Months Ended Nine Months Ended
September 30, September 30,
1997 1996 1997 1996
Actual weighted
shares outstanding
for the period 24,585,375 23,181,78 5 24,513,018 23,207,898

Dilutive stock options
using average market price - - - -

Total number of shares
used to compute primary
earnings per share. 24,585,375 23,181,78 5 24,513,018 23,207,898

Additional dilutive
stock options using
ending market price - - - R

Additional dilutive
shares assuming conversion
of convertible debentures - - - -

Total number of shares used
to compute fully diluted
earnings per share. 24,585,375 23,181,78

[é)]

24,513,018 23,207,898

Net income from continuing
operations available to
common shareholders $ 6,330 $ 17,63 8 $ 34,369 $ 50,972

Add: Interest expense,

net of tax effect

associated with

convertible debentures - - - R

Net income from continuing
operations for fully
diluted shares $ 6330 $ 17,63

(o]

$ 34,369 $ 50,972

Discontinued operations:
Income (Loss) from
discontinued operations,
net of tax 13,478 511 9 26,406 7,589
Extraordinary Item -
Windfall Tax (63,594) - (63,594) -

Total Discontinued
Operations $ (50,116) $ 5,11 9 $(37,188) $7,589

Net Income $ (43,786) $ 22,75

~

$ (2,819) $58,561

Primary earnings per share:
Continuing Operations 0.26 0.7 6 1.40 2.19
Discontinued Operations:

Discontinue operations 0.55 0.2 2 1.08 0.33
Extraordinary Item -

Windfall tax (2.59)

)

—

N

o

©

L
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Total Discontinued
Operations $ (204 $ 0.2

Primary earnings per share $ (1.78) $ 0.9

Fully diluted earnings

per share
Continuing operations 0.26 0.7
Discontinued operations:
Discontinued operations 0.55 0.2
Extraordinary Item -
Windfall tax (2.59)

Total Discontinued
Operations (2.04)

Fully diluted earnings
per share $ (1.78) $ 0.9

$ (1.51) $ 0.33
$ (0.11) $ 2.52
1.40 219
1.08  0.33
(2,59) -
(1.51) -
$ (0.11) $2.52




ARTICLE 5

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

MULTIPLIER: 1,000,000

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 27 199
PERIOD END SEP 30 199
CASH 522
SECURITIES 39t
RECEIVABLES 47€
ALLOWANCES 15
INVENTORY 11
CURRENT ASSET¢ 1,747
PP&E 1,05¢
DEPRECIATION 66E
TOTAL ASSETS 3,36(
CURRENT LIABILITIES 75C
BONDS 151
PREFERRED MANDATORY 2
PREFERREL 0
COMMON 0
OTHER SE 1,96¢
TOTAL LIABILITY AND EQUITY 3,36(
SALES 2,10¢
TOTAL REVENUES 2,18(
CGS 1,83:
TOTAL COSTS 1,871
OTHER EXPENSES 147
LOSS PROVISION 0
INTEREST EXPENSE 13
INCOME PRETAX 18¢
INCOME TAX 36
INCOME CONTINUING 11€
DISCONTINUED (37)
EXTRAORDINARY 0
CHANGES 0
NET INCOME 81
EPS PRIMARY $8.761
EPS DILUTED $8.422

1 $876 represents Class C Stock earnings per shiaigs B earnings per share:Continuing Operatioris4d$ Discontinued Operations -
($1.51), Total - ($.11).

> $8.42 represents Class C Stock earnings per bka%s D Stock earnings per share: Continuing Ojast $1.40, Discontinued
Operations - ($1.51), Total - ($.11).



Exhibit 99.A
KIEWIT CONSTRUCTION & MINING GROUP

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

Financial Statements:

Condensed Statements of Earnings for the threehm@mded September 30, 1997 and 1996 and the winthsrended September 30, 1997
and 1996

Condensed Balance Sheets as of September 30, i8Teaember 28, 1996

Condensed Statements of Cash Flows for the ninghm@mded September 30, 1997 and 1996

Notes to Condensed Financial Statem:

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

Condensed Statements of Earnings

(unaudited)
Three Months Ended Nine Months Ended

September 30, September 30,
(dollars in millions, except
per share data) 1997 1996 1997 1996
Revenue $ 824 $ 651 $1,968 $1,729
Cost of Revenue (751) (579) (1,781) (1,573)

73 72 187 156
General and Administrative Expenses  (34) (26) (103) (85)
Operating Earnings 39 46 84 71
Other Income (Expense):
Investment Income, net 3 5 10 12
Interest Expense, net 2) - 3) 2)
Other, net 15 12 50 41

16 17 57 51
Earnings Before Income Taxes
and Minority Interest 55 63 141 122
Provision for Income Taxes (21) (24) (56) (47)
Minority Interest - - Q)
Net Earnings $ 34 % 39 $ 84 $ 75
Primary Earnings per Share $338 % 364 $8.76 $7.18
Fully Diluted Earnings per Share $3.26 $ 353 $842 $6.97

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

Condensed Balance Sheets

September 30, December 28,
1997 1996
(dollars in millions) (unaudited)



Assets

Current Assets:

Cash and cash equivalents $ 249 $ 173
Marketable securities 34 54
Receivables, less allowance of $15 and $17 429 289
Costs and earnings in excess of

billings on uncompleted contracts 118 80
Investment in construction joint ventures 148 91
Recoverable income taxes 25 6
Deferred income taxes 64 64
Other 15 13
Total Current Assets 1,082 770
Property, Plant and Equipment, less accumulated

depreciation and amortization of $435 and $429 210 165
Investments 59 94
Other Assets 33 13

$ 1,384 $ 1,042

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable, including retainage

of $35 and $33 $ 250 $ 164
Current portion of long-term debt 10 -
Accrued construction costs and billings in excess

of revenue on uncompleted contracts 299 112
Accrued insurance costs 86 81
Other 48 46
Total Current Liabilities 693 403
Long-Term Debt, less current portion 17 12
Other Liabilities 71 65
Minority Interest 10 -

Stockholders' Equity

($403 million aggregate redemption value):
10,082,829 outstanding shares in 1997 and
11,006,641 in 1996

Common equity 606 568

Net unrealized holding loss (5) (2)

Foreign currency adjustment (8) (5)
Total Stockholders' Equity 593 562

$ 1,384 $ 1,042

See accompanying notes to condensed financiahstats.

KIEWIT CONSTRUCTION & MINING GROUP

Condensed Statements of Cash Flo ws
(unaudited)

Nine Months Ended
September 30,
(dollars in millions) 1997 1996

Cash flows from operations:
Net cash provided by operations $ 170 $ 117

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

marketable securities 51 174
Purchases of marketable securities (24) (165)
Proceeds from sales of property, plant and equipme nt 34 21
Acquisitions and investments, net (16) 3)
Capital expenditures (89) (60)
Other - 3
Net cash used in investing activities (44) (30)

Cash flows from financing activities:
Proceeds from long-term debt borrowings 3 -



Payments on long-term debt, including current port ion - )

Net change in short-term borrowings - (45)
Issuance of common stock 34 27
Repurchases of common stock 2) (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 increase in cash and cash equivalents 76 32
Cash and cash equivalents at beginning of period 173 94
Cash and cash equivalents at end of period $ 249 $126

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

The condensed balance sheet of Kiewit Construéidfining Group (the "Group™) at December 28, 19%&been condensed from the
Group's audited balance sheet as of that datatidir financial statements contained herein aredited and have been prepared using the
historical amounts included in the Peter Kiewit Somc. ("PKS") consolidated condensed finandiatesnents. 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' Constaic& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrctup, legal title to such assets and responsitbdr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €@sStock are stockholders of PKS. Accordingly, Bi%S consolidated condensed financial
statements and related notes as well as those #fidhwit Diversified Group should be read in corgtion with these financial statements.

On July 1, 1997, the Group paid $5 million to irage its ownership in ME Holding Inc. ("ME Holdindgtpm 49% to 80%. The Group
consolidated ME Holding in its 1997 financial statnts and accounted for it using the equity methd®96. The purchase price of $5
million was in the form of a note payable to thenarity shareholder and is payable on demand.

Receivables at September 30, 1997 and Decemb#&©28,include approximately $74 million and $86 roill of retainage on uncompleted
projects, the majority of which is expected to béected within one year. Included in accounts ietde are $44 million and $53 million of
securities which are being held by owners of varioconstruction projects in lieu of retainage.

The results of operations for the nine months er@gatember 30, 1997 are not necessarily indicafitiee results to be expected for the full
year.

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

2. Earnings Per Share:

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

Three Months Ended Nine Months Ended
September 30, September 30,
1997 1996 1997 1996
Primary 10,086,016 11,013 , 724 9,570,079 10,542,158
Fully Diluted 10,522,849 11,368 ,613 10,006,912 10,899,549

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 aqdres 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.d2&ot expected to vary significan



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 thiversified Group, and items attributable to @®up are as follows:

(dollars in millions)

S eptember 30, December 28,

1997 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 Nine Months Ended Septembe8&tember 30, 1997 1996 1997 1996
Other expense, net$-$-$ (1) $ (1)

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

Mine management income from the Diversified Growgs w7 million and $9 million for the three montmeled September 30, 1997 and 1996
and $23 million and $24 million for the nine montdreled September 30, 1997 and 1996.

In April 1997, the Group and a partner each invee$E5 million to acquire a 96% interest in Oak Miim Energy L.L.C. ("Oak Mountain").
Oak Mountain then acquired the existing assetsiafralerground coal mine in Alabama for approxima$dl8 million and assumed
approximately $14 million of related liabilities.a® Mountain intends to use the remaining cash &ddndillion of nonrecourse bank
borrowings to retire the existing debt and furttevelop and modernize the mine. Oak Mountain'dteeate consolidated with those of the
Group on a praata basis since the date of acquisition. The odaé's results of operations prior to the acqusitivere not significant relati
to the Group's results.

5. Other Matters:

In October 1996, the PKS Board of Directors ("Bdadirected PKS' management to pursue a listinGlags D Stock as a way to address
certain issues created by PKS' two-class capitaksttructure and the need to attract and ret&imést management for PKS' businesses.
During the course of its examination of the conseges of a listing of Class D Stock, managementladed that a listing of Class D Stock
would not adequately address these issues, arhthbegan to study a separation of the ConstruatidrMining Group and the Diversified
Group. At the regular meeting of the Board on BBy 1997, management submitted to the Board fosideration a proposal for separatiol
the Construction and Mining Group and the DiveesifGroup through a split-off of the Construction &tining Group (the "Transaction™).
At a special meeting on August 14, 1997, the Baggroved the Transaction.

The separation of the Construction and Mining Grangd the Diversified Group would be contingent uparumber of conditions, including
the favorable ratification by a majority of bothaS6 C and Class D shareholders and the receipebd@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtlaed that the separation would be tax-free to. Wh@reholders. As a result, the
restructuring will probably not occur until mid-yeE998. The Diversified Group probably will not kee list its stock for public trading on a
national securities exchange until it raises caffitmugh a public equity offering or desires tovéa listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and fabbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best interests of all stockleoid

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

Management's Discussion and Analysis of Financtaddtion and Results of Operations
Results of Operatior- Third Quarter 1997 vs. Third Quarter 1¢



This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the GroWhen used in this document, the words "anticlpdtelieve”, "estimate” and "expect"
and similar expressions, as they relate to the Boouts management, are intended to identify fedadaoking statements. Such statements
reflect the current views of the Group with resgeduture events and are subject to certain righsgertainties and assumptions. Should one
or more of these risks or uncertainties materiatizeshould underlying assumptions prove incorractiial results may vary materially from

those described in this document.

Revenue from each of the Group's business segrweritse three months ended September 30 was (lions):

1997 1996
Construction $ 741 $ 588
Materials 83 63
$ 824 $ 651

Construction and Materials. Construction and malerevenue for the three months ended SeptemB&riiéreased 27%, or $173 million,
from the same period in 1996. Construction revenere up 26% compared to 1996. The consolidatidi®fHoldings in 1997 resulted in

an additional $77 million of revenue for the Grourpaddition to ME Holding, several large sole cants and joint ventures became fully
mobilized and entered into their peak constructibase of work. Materials revenue was up 32% in 18%0ng market conditions and the
acquisition of additional facilities in Arizona weresponsible for approximately 66% of the incréasales. The remaining sales growth was
due to increases in cement costs which were passtalcustomers.

Contract backlog at September 30, 1997 was $3i@grbdpf which 8% is attributable to foreign opewats located in Canada and Indonesia.
Domestic projects are spread geographically througthe U.S. Included in backlog is $673 milliom fbe "I-15" project awarded in late
March. The Group is the sponsoring partner on gwgi-build joint venture reconstructing 16 milésnderstate 15 through the Salt Lake
City, Utah area. It is expected to be completeDésember of 2001.

Margins on construction projects for the third qaaof 1997 declined to 9% from 11% for the sam@oglein 1996. The recognition of incol

on design-build contracts tends to be recognizied ia the construction cycle due to the complezitf these types of projects. The awarding
of several of these types of contracts in 1997uding "I-15", resulted in lower margins to the @po The completion of the design-build San
Joaquin toll road project in late 1996 contributedhe higher returns in that year. Material masgams a percentage of revenue, in 1997 were
unchanged from 1996.

General and Administrative Expenses. The consatidaif ME Holding in 1997 accounted for 62% of therease in general and
administrative expenses. Excluding these costsrgéand administrative expenses increased 12¥eipéariod. Increases in compensation,
travel and insurance expenses are responsibleddantrease.

Investment Income, net. Investment income declB2cillion in 1997. This decline is due to the colidation of ME Holding in the 1997
financial statements. Equity earnings derived ftbmGroup's investment in ME Holding in 1996 wasiftion.

Interest Expense, net. The $2 million of interegtemse in 1997 is attributable to the debt assum#te Oak Mountain acquisition and debt
incurred to purchase ME Holding.

Other, net. Other income is primarily comprisedrife management income from the Diversified Groug gains and losses on the
disposition of property, plant and equipment arfteoissets. Other income increased 25% in 1997 a@upo 1996. Increases in gains or
disposal of equipment and other miscellaneous ircaere partially offset by a decline in mine mamaget fee income.

Provision for Income Taxes. The effective incomerttes of 38% in 1997 and 1996 are higher tharxipected statutory rate of 35%
primarily due to state income taxes.

Results of Operations - Nine Months 1997 vs. Nine dhths 1996

Revenue from each of the Group's business segrwerte nine months ended September 30 was (imoms):

1997 1996
Construction $ 1,756 $ 1,549
Materials 212 180
$ 1,968 $ 1,729

Construction and Materials. Construction and makerevenues for the nine months ended Septemba99@ increased $239 million or 1«



compared to the same period in 1996. Construcéwarrues were up 13% compared to 1996. The includiE Holding in the consolidate
results in 1997 contributed $174 million to constion revenue. Material revenues also increaset38y in 1997.Strong market conditions in
Arizona and the acquisitions of additional facéiin the Arizona and Pacifiderthwest were responsible for 60% of the salesvtiran 1997
The remaining growth was due to higher cement dodtse Arizona market that were passed on to costs.

Margins on construction projects as a percentagewenue for the first nine months of 1997 increlafsem 9% to 10% due to change order
settlements, cost efficiencies, and early compheionuses. Materials margins as a percentage ehues decreased slightly from 10% to 9%
due to the increased cost of concrete.

General and Administrative Expenses. General andrastrative expenses increased 21% in 1997. Tuiease is primarily attributable to
$10 million of overhead expenses included as dtrefuonsolidating ME Holding. Also contributing the increase were higher professional
fees, compensation expenses and insurance costs.

Interest Expense, net. The increase in interestresgoin 1997 is attributable to the debt incureepurchase ME Holding and assumed in the
Oak Mountain acquisition. In 1996, the Group inedrshort term debt to fund the conversion of Ca&tock to Class D Stock. These
borrowings were repaid in the second quarter 06199

Other, net. An increase in the gains on the saled@posal of construction equipment to $23 millimm $16 million, was primarily
responsible for the increase in other income. Miramagement fee and miscellaneous other incomengiatésely unchanged from the same
period in 1996.

Provision for Income Taxes. The effective incomertte of 40% in 1997 and 39% in 1996 differ frdme £xpected statutory rate of 35%
primarily due to state income taxes.

Financial Condition - September 30, 1997 vs. Decemb28, 1996

The Group's working capital increased $22 millior6% during the first nine months of 1997. The @age was primarily due to $165 million
of cash generated by operating activities, theaissa of common stock totaling $34 million, net greds from the sale of marketable
securities of $27 million, proceeds from the sdlproperty, plant and equipment and other assef84fmillion and $3 million of debt
borrowings. Partially offsetting these sources wegital expenditures of $89 million, investments acquisitions, including $15 million for
Oak Mountain, the exchange of Class B&C stock flas€ D Stock and the repurchase of Class C Stealrig $74 million, and dividend
payments of $13 million.

The Group typically anticipates investing betwedf &nd $75 million annually in its construction imess, including opportunities to acquire
additional businesses. Through September 30, 2887Group had invested $89 million in new equipm&hts amount is higher than normal
primarily due to $25 million of equipment purchasessa highway project located in a part of the oy where existing equipment was not
available. Other long term liquidity uses inclutie payment of income taxes, repurchases and caonersf common stock and the payment
of dividends, including an $.80 per share dividdedlared on October 22, 1997 and payable in Jarl$8§. The Group's current financial
condition and borrowing capacity together with eiptited cash flows from operations should be sefficfor imnmediate cash requirements
and future investing activities.

In October 1996, the PKS Board of Directors ("Bdadirected PKS' management to pursue a listinGlags D Stock as a way to address
certain issues created by PKS' two-class capitaksttructure and the need to attract and ret&imést management for PKS' businesses.
During the course of its examination of the conseges of a listing of Class D Stock, managementloded that a listing of Class D Stock
would not adequately address these issues, arhthbegan to study a separation of the ConstruatidrMining Group and the Diversified
Group. At the regular meeting of the Board on B8y 1997, management submitted to the Board fosideration a proposal for separatiol
the Construction and Mining Group and the DiveesifGroup through the split-off of the Constructard Mining Group (the "Transaction").
At a special meeting on August 14, 1997, the Baggroved the Transaction.

The separation of the Construction and Mining Grangd the Diversified Group would be contingent upatumber of conditions, including
the favorable ratification by a majority of bothaS6 C and Class D shareholders and the receipebd@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtlaed that the separation would be tax-free to. Wh@reholders. As a result, the
restructuring will probably not occur until mid-yek998. The Diversified Group probably will not ke list its stock for public trading on a
national securities exchange until it raises caffitmugh a public equity offering or desires tovéa listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and fabbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best interests of all stockleoid



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

Condensed Statements of Operations for the thre¢hmended September 30, 1997 and 1996 and thenuinths ended September 30, 1997
and 1996 Condensed Balance Sheets as of Septethd99% and December 28, 1996
Condensed Statements of Cash Flows for the ninghe@mded September 30, 1997 and 1996 Notes toe@sed Financial Statements

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

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Operations

(unaudited)
Three M onths Ended Nine Months Ended
Sep tember 30, September 30,
(dollars in millions, except per share data) 1997 1996 1997 1996
Revenue $ 80 $165 $241 $482
Cost of Revenue (42) (98) (126) (295)
38 67 115 187
General and Administrative Expenses (26) (36) (67) (116)
Operating Earnings 12 31 48 71
Other Income (Expense):
Equity Losses, net (12) (4) (18) (6)
Investment Income, net 9 11 25 39
Interest Expense, net 3) 9 ((10) (22
Other, net 1 2 3 3
(5) - - 14
Earnings from Continuing Operations
Before Income Taxes and Minority Interest 7 31 48 85
Provision for Income Taxes 2) (12) (17) (32)
Minority Interest in Net Loss (Income)
of Subsidiaries 1 - 3 1)
Income from Continuing Operations 6 19 34 52
Discontinued Operations:
Income from Operations, net of income
taxes of($8),($3),($15) and ($6) 13 5 26 7
Extraordinary Item - Windfall tax, net of
income tax benefit of $34 (63) - (83) -
Income (Loss) from Discontinued
Operations (50) 5 (37) 7
Net Earnings (Loss) $ (44) $24 %3 $59
Primary and Fully Diluted Earnings
(Loss) Per Share
Continuing Operations $ .26 $.76 $1.40 $2.19
Discontinued Operations:
Income from operations .55 .22 1.08 .33

Extraordinary Item (2.59) - (2.59) -



Discontinued Operations (2.04) .22 (1.51) .33

Net Income (Loss) $(1.78) $.98 $(.11) $2.52

See accompanying notes to condensed financiahstaits.

KIEWIT DIVERSIFIED GROUP

Condensed Balance Shee ts
September 30, December 28,

1997 1996
(dollars in millions) (unaudited)
Assets
Current Assets:
Cash and cash equivalents $ 273 $ 147
Marketable securities 339 372
Restricted securities 22 17
Receivables, less allowance of $- and $3 45 76
Other 19 33
Total Current Assets 698 645
Property, Plant and Equipment,
less accumulated depreciation and
amortization of $230 and $345 181 642
Investments 472 189
Investments in Discontinued Operations 597 608
Intangible Assets, net 21 353
Other Assets 44 74

$ 2,013 $ 2,511

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable $ 29 $ 79
Current portion of long-term debt:

Telecommunications - 55

Other 1 2
Accrued costs and billings in excess of

revenue on uncompleted contracts 3 12
Accrued reclamation and other mining costs 17 19
Other 44 87
Total Current Liabilities 94 254
Long-Term Debt, less current portion:

Telecommunications - 207
Other 134 113
Deferred Income Taxes 156 148
Retirement Benefits 40 48
Accrued Reclamation Costs 99 98
Other Liabilities 114 168
Minority Interest 1 218

Stockholders' Equity

($1,377 million aggregate redemption value):
25,386,725 outstanding shares in 1997 and
23,219,744 in 1996

Common equity 1,351 1,235

Foreign currency adjustment - 2)

Net unrealized holding gain 24 24
Total Stockholders' Equity 1,375 1,257

$ 2,013 $ 2,511

See accompanying notes to condensed financiahstaits.

KIEWIT DIVERSIFIED GROUP

Condensed Statements of Cash F lows
(unaudited)

Nine Months Ended



September 30,
(dollars in millions) 1997 1996

Cash flows from continuing operations:
Net cash provided by continuing operations $ 167 $ 122

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

securities 160 138
Purchases of marketable securities (168) (118)
Change in restricted securities 4 2
Capital expenditures (20) (78)
Acquisitions and investments, net (32) (54)
Proceeds from sale of assets and other 1 7
Net cash used in investing activities (55) (103)
Cash flows from financing activities:

Proceeds from long-term debt borrowings 17 35
Payments on long-term debt, including current port ion 2) (38)
Exchange of Class B&C Stock for Class D Stock, net 72 19
Repurchases of common stock - (11)
Dividends paid (12) (13)
Issuance of common stock 49 1

Net cash provided by (used in) financing activiti es 124 (@)
Cash flows from discontinued operations:

Discontinued operations - 3
Investments in discontinued operations (34) (55)

Net cash used in discontinued operations (34) (52)
Cash and cash equivalents of C-TEC at beginning of year (76) -
Net change in cash and cash equivalents 126 (40)
Cash and cash equivalents at beginning of period 147 363
Cash and cash equivalents at end of period $ 273 $ 323
Noncash investing activities from discontinued oper ations:

Conversion of CalEnergy Convertible Debentures

to CalEnergy Common Stock $ - $ 66

See accompanying notes to condensed financiahstats.
KIEWIT DIVERSIFIED GROUP
Notes to Condensed Financial Statements

1. Basis of Presentation:

The condensed balance sheet of Kiewit Diversifiedu ("Group") at December 28, 1996 has been cawtefrom the Group's audited
balance sheet as of that date. All other finarstatements contained herein are unaudited andbdesreprepared using historical amounts
included in the Peter Kiewit Sons', Inc. ("PKS"neolidated condensed financial statements. Theg@@eccounting policies and certain o
disclosures are set forth in the notes to the firdrstatements contained in PKS' Annual Repotftarm 10K as an exhibit for the year end
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 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 wel@setof the Kiewit Construction & Mining Group stabe read in conjunction with these
financial statements.

On September 5, 1997, C-TEC Corporation ("C-TE®@faunced that its board of directors had approlkegtanned restructuring of C-TEC
into three publicly traded companies. The transactvas effective September 30, 1997. As a resuliefestructuring plan, the Group owns
less than 50% of the outstanding shares and vatihgs of each entity, and therefore has accoufwiedach entity using the equity method as
of the beginning of 1997. C-TEC's financial positicesults of operations and cash flows are cotst@d in the 1996 condensed financial
statements



The results of operations for the nine months er@gatember 30, 1997 are not necessarily indicafitiee results 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. Discontinued Operations

On September 10, 1997, the Group and CalEnergy @oypnc. ("CalEnergy") entered into an agreememeneby CalEnergy contracted to
purchase the Group's energy investments for $17iibibn, subject to adjustments. These energy itmests include approximately 20
million shares of CalEnergy common stock (assurttiregexercise of 1 million options held by the Grpupe Group's 30% ownership intel
in CE Electric UK, plc ("CE Electric") and the Gnga investments, made jointly with CalEnergy, iteinational power projects in Indonesia
and the Philippines. The transaction is subjethéosatisfactory completion of certain provisiofishe agreement and is expected to close in
early 1998. These assets comprise the energy se¢gfrthie Group. Therefore, the Group has refletiede assets, the earnings and losses
attributable to these assets, and the relatedflaglitems as discontinued operations on the coseétbalance sheets and statements of
operations and cash flows for all periods preserithd Group is no longer required to provide addai capital to these entities through the
closing date.

In order to fund the purchase of these assets,n@adfy sold, in October 1997, approximately 19.diamlIshares of its common stock at a
price of $37.875 per share. This sale reduced toegs ownership in CalEnergy to approximately 23%increased its proportionate share
of CalEnergy's equity. It is the Group's policyécognize gains or losses on the sale of stockslipvestees. The Group expects to recognize
an after-tax gain of approximately $50 million frdhis transaction in the fourth quarter of 1997.

The agreement with CalEnergy includes a provisibeneby CalEnergy and the Group are to share eqaaylyproceeds from the offering
above or below a specified amount. The offering e@wucted at a price above that provided in thheeagent and therefore, the Group
expects to receive additional proceeds of up torfifiton at the time of closing.

The Group expects to recognize an after-tax gaithemlisposition of its energy assets in 1998 graximately $300 million. The after-tax
proceeds from the transaction of approximately $&80on will be used to fund the expansion plartteé information services business.

The following is summarized financial informaticor fdiscontinued operations:

Three Months Ended Nine Months Ended
September 30, September 30,
Income from Discontinued Operations 1997 1996 1997 1996
Operations
Equity in:
CalEnergy earnings, net $ 13 $7 $29 $ 14
CE Electric earnings, net 2 - 11 -
International energy project
earnings, net 6 (2) 1 (6)
CalEnergy debenture interest 2 - 5
Income tax expense (8) 3) (15) (6)
Income from operations $ 13 $5 $26 $ 7

Extraordinary Loss - Windfall Tax

Group's share from CE Electric $ (58) $- $05B8 $ -
Group's share from CalEnergy (39) - (39)
Income tax benefit 34 - 34
Extraordinary loss $ (63) $- $®63) $ -

In December 1996, CE Electric which is 70% ownedlyEnergy and 30% owned by the Group, acquirearnityajownership of Northern
Electric plc ("Northern™) pursuant to a tender ofemmenced in the United Kingdom by CE ElectrilNiovember 1996. As of March 1997,
CE Electric effectively owned 100% of Northern'slioary shares.

On July 2, 1997, the Labour Party in the Uniteddtiom announced the details of its proposed "Wihd@X" to be levied against privatized
British utilities. This one-time tax is 23% of thdference between the value of Northern at thetohprivatization and the utility's current
value based on profits over a period of up to fears. CE Electric recorded an extraordinary chafggproximately $194 million when the
tax was enacted on July 31, 1997. The total imatite Group, directly through its investment in EEctric and indirectly through its 30%
interest in CalEnergy, was $63 million.

The following summarizes the investments in distargd operations



S eptember 30, December 28,

1997 1996
(unaudited)
Investment in CalEnergy $ 282 $ 292
Investment in CE Electric 129 176
Investment in international energy projects 184 157
Deferred income tax asset (liability) 2 17)
Total $ 597 $ 608

3. Earnings Per Share:

Primary and fully diluted earnings per share of owmn stock have been computed using the weightedgeeumber of shares outstanding
during each period after giving effect to stockiops$ considered to be dilutive common stock eqeint. In 1997, the operations of the
Group resulted in a loss. Therefore, the anti-nidueffect of the Class D options was not includethe per share calculations. The number of
shares used in computing both primary and fullytédl earnings per share were 24,585,375 and 23381gr the three months ended
September 30, 1997 and 1996 and 24,513,018 an@72283B for the nine months ending on the same dates

In March 1997, the Financial Accounting Standardaf issued Statement of Financial Accounting Stedsl("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 statements of operations.

4. Summarized Financial Information:

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

(dollars in millions)
September 30, December 28,

1997 1996
Cash and marketable securities $ 14 $ 5
Property, plant and equipment, net 10 5
Other assets 9 1
Total Assets $ 33 $ 11
Accounts payable $ 14 $ 17
Long-term debt, including current portion 1 1
Total Liabilities $ 15 $ 18
Three Month s Ended Nine Months Ended
Septemb er 30, September 30,

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

Corporate general and administrative costs have dkecated to the Group. These allocations wermiiiion for the three months ended
September 30, 1997 and 1996 and $4 million fomthe months ended September 30, 1997 and 1996.

Mine management fees paid to the Construction &ifgjrisroup were $7 million and $9 million for tha¢le months ended September 30,
1997 and 1996 and $23 million and $24 million foe hine months ended September 30, 1997 and 1996.

5. Acquisitions:

In December 1996, CE Electric which is 70% ownedClyEnergy and 30% owned by the Group, acquirearityajownership of the
outstanding ordinary share capital of Northern &ieplc. ("Northern") pursuant to a tender offérg "Tender Offer”) commenced in the
United Kingdom by CE Electric in November 1996. &dMarch 1997, CE Electric effectively owned 100%\wrthern's ordinary shares.

As of September 30, 1997, CalEnergy and the Grawajpclhntributed to CE Electric approximately $410iori and $176 million,
respectively, of the approximately $1.3 billion uégd to acquire all of Northern's ordinary andfgrence shares in connection with



Tender Offer. The remaining funds necessary townnsate the Tender Offer were provided by a term bad a revolving facility agreeme
obtained by CE Electric. The Group has not guashtand is not otherwise subject to recourse fagumts borrowed under these facilities.

The Group's investment in CE Electric and the essiand losses associated with CE Electric araded in discontinued operations.
6. Investments:

The Group is able to defer the tax on $40 millibigain with respect to the 1995 Whitney Benefitigéition settlement by investing in real
estate. In February 1997, the Group purchasedfae d@iuilding in Aurora, Colorado for $22 million June 1997, the Group closed a $16
million financing agreement with Metropolitan Lifesurance Company. The 15-year note is collatedlizy the Aurora property and carries
an interest rate of 8.38%.

The Group has also begun construction of a secatadagnter for the information services busine$zhioenix, Arizona. The cost of the
building, approximately $11 million, will be apptleagainst the $40 million gain. The Group may mad@itional real estate investments to
defer the remaining balance.

In late 1995, a Group and CalEnergy venture, CEe€smn Water and Energy Company, Inc., ("CE Casérnbosed financing and
commenced construction of a $495 million irrigatammd hydroelectric power project located on thdifjiines island of Luzon. The Group
and CalEnergy have each made $62 million of equotytributions to the project.

The CE Casecnan project was being constructedantand several basis by Hanbo Corporation analida&Engineering & Construction C
Ltd. On May 7, 1997, CE Casecnan announced thaiditterminated the Hanbo Contract. In connectidh thie contract termination, CE
Casecnan made a $79 million draw request unddettes of credit issued by Korea First Bank ("KFBJ)pay for certain transition costs and
other damages under the Hanbo Contract. KFB faddtnor the draw request; the matter is beingdted. If KFB would not be required to
honor its obligations under the letter of credi;ls action may have a material adverse effect erCt Casecnan project. The Group does not
expect the outcome of the litigation to affecffitmncial position due to the transaction conterigulavith CalEnergy.

The Group and CalEnergy had agreed to jointly dgvahd construct geothermal power facilities atieng and Patuha sites in Indonesia.
Dieng Unit 1 is being constructed and is expeabeloket placed in commercial operation later this yAaradditional five units are expected to
be constructed on a modular basis as geothermainees are developed. In June 1997, the Group atiEh€rgy closed a $400 million
revolving credit facility to finance the developnt@md construction of the remaining Indonesianguts. The credit facility is collateralized
by the Indonesian assets and is honrecourse Grihap.

The Group's investments in the international en@rgjects and the earnings and losses associatedhgse investments are included in
discontinued operations.

7. C-TEC Restructuring:

On September 5, 1997, C-TEC announced that itdbafadirectors had approved the planned restrutgusf C-TEC into three publicly
traded companies effective September 30, 1997. ithdderms of the restructuring C-TEC shareholdecsived stock in the following
companies:

Commonwealth Telephone Enterprises, Inc., contgittie local telephone group and related enginednirsiness;
Cable Michigan, Inc., containing the cable telexisoperations in Michigan; and

RCN Corporation, Inc., which consists of RCN TelmcBervices; C-TEC's existing cable systems in thet@-Washington D.C. corridor;
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 accesgssrprovided over fiber optic networks to residirdustomers in Boston, New York City
and Washington D.C.

The restructuring is expected to permit investoid the financial markets to better understand aatbate C-TEC's various businesses. In
addition, the restructuring has allowed C-TEC fseaapital on more efficient terms. In July 19G7TEC closed four separate credit facili
with a syndicate of banks aggregating $410 milko in October 1997, RCN issued $575 million oftd&€hese proceeds were used to
refinance the cable group's existing Senior SecNiads and to fund RCN's continued development.

As a result of the restructuring, the Group owiss llnan 50% of the outstanding shares and votygsriof each entity, and therefore accol
for each entity using the equity method as of tbgitming of 1997. C-TEC's financial position, résuf operations and cash flows are
consolidated in the 1996 consolidated financigksteents. The financial position of each entity BSeptember 30, 1997 and December 28,
1996 (pro-forma) and the Group's proportionateesibhthe equity in each entity including allocatgmbdwill was as follows:

Commonwealth
Telephone Cable RCN



Enterprises

1997 1996

Financial Position:

Current assets $ 81 %51
Other assets 291 266
Total assets 372 317
Current liabilities 76 59
Other liabilities 262 189
Minority interest - -
Total liabilities 338 248
Net assets (liabilities) $ 34 % 69
Group's share:

Equity in net assets $ 17 $ 33
Goodwill 82 58

$ 99 $ 91

Michigan Corporation
1997 1996 1997 1996

$18% 10$ 247 $ 143
124 139 352 485

142 149 599 628

17 24 72 57
163 190 138 175
15 15 15 5

$ (53) $(80) $374 $ 391

$ (26) $(38) $181 $ 189
58 75 32 41

$ 32 $37 $213$230

The results of operations for each entity for theermonths ended September 30, 1997 and 1996har@rbup's proportionate share,

including goodwill amortization were as follows:

Results of operations:
Revenue $ 145 $139
Net income (loss) available

to common stockholders 18 17

Group's share:
Net income (loss) $ 9% 8
Goodwill amortization 1 @

$ 61 $57 $ 92 $76

@ @ G5 @

$(1)$E (17 $ -
) @ - 3

$ 4805 $17)%(2)

The following financial information of the Grouppsesented as if TEC had been accounted for utilizing the equityhmodtin the condense
financial statements as of December 28, 1996 anthéothree and nine months ended September 36, T8@ 1997 financial statements
include C-TEC accounted for utilizing the equitythwl and are presented here for comparative puspog:

Se
(dollars in millions)

Assets

Current Assets:

Cash and cash equivalents
Marketable securities
Restricted securities
Receivables

Other

Total Current Assets

Net Property, Plant and Equipment
Investments

Investments in Discontinued Operations
Intangible Assets, net

Other Assets

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable

Current portion of long-term debt

Accrued reclamation and other mining costs
Other

ptember 30, December 28,
1997 1996

$ 2713 $ 71

339 325
22 17
45 34
19 19

698 466

181 174

472 458

597 608
21 23
44 49

$ 2,013 $ 1,778

$ 29 $ 41
17 19



Total Current Liabilities

Long-term Debt, less current portion
Deferred Income Taxes

Retirement Benefits

Accrued Reclamation costs

Other Liabilities

Minority Interest

Stockholders' Equity

&

Three Month

Septemb
(dollars in millions) 1997
Revenue $ 80
Cost of Revenue (42)
38
General and Administrative Expenses (26)
Operating Earnings 12
Other Income (Expense):
Equity earnings, net (12)
Investment income, net 9
Interest expense, net 3)

Other, net

Earnings from Continuing Operations Before
Income Taxes and Minority Interest 7

Provision for Income Taxes 2)

Minority Interest in Net Loss
of Subsidiaries 1

Income from Continuing Operations 6

Income (Loss) from Discontinued
Operations (50)

Net Earnings (Loss) $ (44)

(dollars in millions)

Cash flows from continuing operations:
Net cash provided by continuing operations

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

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from long-term debt borrowings
Payments on long-term debt, including
current portion
Repurchases of common stock
Exchange of Class B&C Stock for Class D Stock
Payment of dividends
Issuance of common stock

94 96
134 113
156 47

40 45

99 98
114 118

1 4
1,375 1,257

2,013 $ 1,778

s Ended Nine Months Ended
er 30, September 30,
1996 1997 1996

$ 75 % 241 $209
(39) (126) (112)

(15) (67) (52)

- (1 (™
9 25 30
o 1 @
1 3 8

30 48 74

12) (17) (25)

$ 24 $(3) $ 59

Nine Months Ended

September 30,
1997 1996
$ 167 $ 47

160 5

(268) (52)

2

(20) (20

(32) (12

1 4
) (13)

17 16

2 @

- (1)

72 19

12) (12)
49 -



Net cash provided by financing activities 124 8

Cash flows used in discontinued operations (34) (52
Net change in cash and cash equivalents 202 (70)
Cash and cash equivalents at beginning of period 71 314
Cash and cash equivalents at end of period $ 273 $ 244

8. Other Matters:

In October 1996, the PKS Board of Directors ("Bdadirected PKS management to pursue a listinglaf€£D Stock as a way to address
certain issues created by PKS' two-class capitaksttructure and the need to attract and ret&imést management for PKS' businesses.
During the course of its examination of the conseges of a listing of Class D Stock, managementladed that a listing of Class D Stock
would not adequately address these issues, amhthbegan to study a separation of the ConstruatidriMining Group and the Diversified
Group. At the regular meeting of the Board on B8y 1997, management submitted to the Board fosideration a proposal for separatiol
the Construction and Mining Group and the DiveesifGroup through a split off of the Construction &fining Group (the "Transaction").
a special meeting on August 14, 1997, the Boardoyepl the Transaction.

The separation of the Construction and Mining Grangd the Diversified Group would be contingent uparumber of conditions, including
the favorable ratification by a majority of bothaS6 C and Class D shareholders and the receipeb@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtaed that the separation would be tax-free to. Wh@reholders. As a result, the
restructuring will probably not occur until mid-yeE998. The Diversified Group probably will not kee list its stock for public trading on a
national securities exchange until it raises caffitmugh a public equity offering or desires tovda listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and fabbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best interests of all stockleotd

The Group has recently decided to substantiallgemee its emphasis on and resources to its infmsgrvices business, with a view to
becoming a facilities-based provider of a broadjeaof integrated information services to businBsssuant to the plan, the Group intends to
expand substantially its current information seggibusiness, through the expansion of its exigtirginess and the creation, through a
combination of construction, leasing and purchdgadailities and other assets, of a substantidlifes-based internet communications
network.

Using this network the Group intends to provideg@ange of internet access services at varyingagpevels and, as technology
development allows, at specified levels of quadityservice and security and (b) a number of businegnted communications services wt
may include fax services, which are transmittegart over private or limited access Transmissiont€ Protocol/Internet Protocol
("TCP/IP") networks and are offered at a lower @ttican public telephone network-based fax serand,voice message storing and
forwarding over the same TCP/IP-based networks.

The Group believes that over time, a substantiaibrar of businesses will convert existing compuppliaation systems to computer systems
which communicate using TCP/IP and are accesseséngs employing Web browsers. The Group furthaéebes$ that businesses will prefer
to contract for assistance in making this conversitgh those vendors able to provide a full ranfysesvices from initial consulting to interr
access with requisite quality and security levels.

The Group is involved in various lawsuits, clainmgl aegulatory proceedings incidental to its busné&anagement believes that any resu
liability for legal proceedings beyond that provddghould not materially affect the Group's finahpiasition, future results of operations or
future cash flows.

Management's Discussion and Analysis of Financtaddtion and Results of Operations
Results of Operations - Third Quarter 1997 vs. Thid Quarter 1996

This document contains forward looking statementbiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the GroWhen used in this document, the words "anticipdtelieve”, "estimate" and "expect"
and similar expressions, as they relate to the Boouts management, are intended to identify fedaaoking statements. Such statements
reflect the current views of the Group with resgeduture events and are subject to certain rigksertainties and assumptions. Should one
or more of these risks or uncertainties materiatizeshould underlying assumptions prove incorractiial results may vary materially from

those described in this document.

Revenue from each of the Group's business segrfurite three months ended September 30 compitigefbliowing (in millions):

1997 1996



Coal Mining $ 50 $ 61

Telecommunications - 90
Information Services 27 11
Other 3 3

$ 80 $ 165

Coal Mining. Mining revenue declined 18% in therdhjuarter of 1997 compared to the same perio@#61Commonwealth Edison
Company ("Commonwealth") has the flexibility undee amended contract to accelerate or defer dglfealternate source coal provided it
accepts delivery of the aggregate minimum commitraéthe end of each year. In early 1996, altersatece coal shipments fell below
minimum levels. These shortfalls were partially mag in the second and third quarters of 1996987 1the opposite scenario occurred.
Commonwealth took delivery of more coal in thetfgaarter than was required but reduced it purchasthe second and third quarters.
Overall, the Group's alternate source coal revedaelned $6 million for the quarter ended Septen@@e 1997. Spot coal sales also declined
in 1997. In the third quarter of 1996, a custonmmudht out its remaining 1996 obligations. The cosowas not required to take delivery of
the coal by paying 60% of the contracted pricehefdoal.

Costs as a percentage of revenue for the coal gnoperations in the third quarter of 1997 were iast with that of the prior year. The
decline in revenue from the customer who boughiteubligation in 1996, which had no correspondingts, and declines in high margin
alternate source coal sales were offset by improwimihg efficiencies at the Black Butte mine andiegline in costs as the 1996 costs include
certain equipment write-offs.

Information Services. The Group's information seegibusiness provides computer operations outsguacid 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 compliancelecrestructuring and softwareeagineering. Revenue attributable to computer autsog
and systems integration increased 146% to $27amiftr the three months ended September 30, 199 paed to the same period in 1996.
The increase in revenue is attributable to sigsieral new outsourcing contracts in late 1996thadncreased focus of customers on Year
2000 compatibility, code restructuring and softwaengineering.

The operating costs of the information servicesrtass doubled to $16 million in 1997 primarily dodts continued growth. Hardware,
communications and personnel costs for the sysiet@gration business all increased significantlpnpared to the prior year. Operational
efficiencies were recognized in 1997 through inseehutilization of existing computer hardware.

General and Administrative Expenses. General andrastrative expenses decreased 28% in the thiadteguof 1997 compared to the same
period in 1996. The primary reason for the redurctiothe exclusion of $21 million of C-TEC's expesisn 1997. C-TEC is no longer
consolidated due to a reduction in the Group'srodiimg interest. This was partially offset by ieerses in the additional overhead of the
expanding information services business and primieakservices required for the sale of assetsal&@ergy and the separation of the
Diversified and Construction groups.

Equity Losses, net. The telecommunications seguigihie Group is now comprised of the three entitiesited in the C-TEC restructuring.
As a result of the restructuring, the Group owss llhan 50% of the outstanding shares and votyigsriof each entity and accounts for them
utilizing the equity method. Equity losses increhbg $8 million in comparing the third quarter &9 to 1996. Contributing to this increase
was the inclusion of ($9) million of equity losdes the three companies that previously compriseBEC. The losses of RCN continue to
grow due to the continued expansion of its Boskt#w York, and Washington D.C. markets.

Investment Income, net. Excluding the $2 milliotributable to C-TEC in 1996, investment income rerad the same for the third quarter.
The average portfolio balance and the average wiel@ relatively consistent between the quarters.

Interest Expense, net. Interest expense increasetlfon in 1997, excluding C-TEC's $8 million ofterest expense in 1996. CPTC incurred
$3 million of interest costs in the third quartérl®96 of which $1 million was capitalized due e tconstruction of the toll road. In 1997,
CPTC also incurred $3 million of interest expeni$@favhich was charged against earnings. The @seon the debt incurred by KDG to
purchase the real estate in Colorado also congtibiat the increase in interest expense.

Other, net. With the exclusion of $1 million of exyse for C-TEC in 1996, other income decreased for%e third quarter of 1997. In 1996,
other income included a gain from the liquidatidraaaptive insurance company which insured agaiastk lung disease.

Provision for Income Taxes. The effective incomerttes in 1997 of 37% and in 1996 of 38% diffenfrthe expected statutory rate of 35%
primarily due to state income taxes.

Minority Interest in Net Loss (Income) of Subsidéas. The losses associated with the SR91 toll coadbrise minority interest in 1997. In
1996, losses of ($2) million at CPTC are offsetliyyincome of the C-TEC companies.

Discontinued Operations. Equity earnings, net ®f itrecreased 160% in the third quarter of 1997. Ghheup's proportionate share of
CalEnergy's earnings, net of tax, increased $4amilh the third quarter of 1997 to $8 million. Thenversion of CalEnergy debenture:



common stock and the exercise of options increi®eroup's ownership interest in CalEnergy froo28 July 1, 1996 to 30% at
September 30, 1997. CalEnergy's earnings alsodseteprimarily due to the completion and commenceimieoperations at the Salton Sea
Unit IV geothermal facility, the purchase of thmmgeneration facilities and the acquisition of Mern Electric all of which occurred in the
last half of 1996 and the commencement of operatidithe Mahanagdong geothermal facility in JulL@®7. In addition to contributing to
CalEnergy's earnings, the Group's proportionateesti@Mahanagdong and Northern Electric, net of édso provided $2 million and $1
million of income. Partially offsetting these gawsre losses attributable to the Casecnan prdjeet.Casecnan loss during construction
results from the variance in borrowing and invegiimerest rates on the funds generated by thegtsjdebt offering in 1995.

Also contained in discontinued operations is thieaexdinary loss of $63 million, net of tax, frolmetWindfall tax imposed by the British
government in 1997.

Results of Operations - Nine Months 1997 vs. Nine dhths 1996

Revenue from each of the Group's business segrfwerte nine months ended September 30 comprisetbtlowing (in millions):

1997 1996
Coal Mining $ 165 $ 172
Telecommunications - 273
Information Services 67 30
Other 9 7

$ 241 $ 482

Coal Mining. Coal sales declined 4% during thetfiise months of 1997. Alternate source coal sa¢eseased $6 million primarily due to
reduced contractual obligations of customers. Gatéd coal sales also declined slightly in 199'tiuRed coal sales to Detroit Edison
Company, which is temporarily behind in purchastedl997 contracted coal, were partially offsetolgitional sales to Mississippi Power.

Operating costs as a percentage of revenue weualyrunchanged from the same period in 1996. élide in higher margin alternate sou
coal sales and proceeds from a customer who haghbout its obligations in 1996, were offset by noyed mining efficiencies at the Black
Butte mine and a decline in costs as the 1996 aodtsde certain equipment write-offs.

Information Services. Revenue for information sesgibusiness increased 123% to $67 million fonthe months ended September 30,
1997. The increase in revenue is attributablegnisg several new outsourcing contracts in late518%d the increased focus of customers on
Year 2000 compatibility, code restructuring andwafe re-engineering.

The operating costs of the information servicesrass increased 86% to $41 million in 1997 prinyadlilie to its continued growth.
Hardware, communications and personnel costs fosylstems integration business all increased sgnily compared to the prior year.
Operational efficiencies were recognized in 1998ubh increased utilization of existing computerdweare.

General and Administrative Expenses. General andrastrative expenses in 1997 and 1996 would haen [$67 million and $52 million
had C-TEC been accounted for using the equity naeithdoth years. Increases in the expenses assdaidth the information services
business, compensation expenses and professi@saihieurred for the proposed restructuring and @ai§y transaction led to the increase in
general and administrative expenses.

Equity Losses, net. Losses attributable to equigstees increased to ($18) in 1997 from ($7) B6l&ssuming C-TEC was accounted for
using the equity method in both periods. The co§BCN's continued expansion into Boston, New YGity and Washington D.C. and $10
million of costs incurred in connection with theylout of a marketing contract with minority sharetet are responsible for the increase in
equity losses.

Investment Income, net. Excluding C-TEC's $9 millin 1996, investment income decreased 17% in 18%&duction in the average
portfolio balance due to significant investment€ig Electric and international energy projects, amtécline in gains recognized on the sales
of securities, all contributed to the reductionnmestment income.

Interest Expense, net. Without the effect of C-EE§20 million in 1996, interest expense increasechiflion. Primarily contributing to the
increase was CPTC's SR91 toll road. Through Semed®96 and 1997, CPTC incurred $8 million and $8an of interest on its long-term
debt. In 1996, $6 million of the interest was calired due to the construction of the toll roadAlrgust 1996, the road was opened, there
interest incurred after opening was charged agaamstings.

Other, net. Other income is primarily comprisedjains and losses on the sale and disposition @ieptyy plant and equipment and other
assets. Without @EC's $5 million of expenses recognized in 1996epincome decreased 62%. In 1996, gains wereeghfiom the sale
certain nonoperating assets. Also in 1996, othaarire included a gain from the liquidation of a éaptnsurance company which insured
against black lung diseas



Provision for Income Taxes. The effective incomerte in 1996 of 38% differs from the expectedwgtay rate of 35% primarily due to the
state income taxes. The effective rate in 199 pma@imately 35%.

Minority Interest in Net Loss (Income) of Subsidéa. Minority interest in 1997 is now comprisedtod earnings attributable to the minority
shareholders of CPTC. The losses that were alld¢at€PTC's minority shareholders were ($3) and (§illion in 1997 and 1996. In 1996,
C-TEC's minority shareholders earned $2 million.

Discontinued Operations. Equity earnings, net ®f irecreased significantly in 1997. The Group'spationate share of CalEnergy's earnings,
net of tax, increased $10 million in 1997 to $1%iom. An increase in the Group's share of CalEgsrgarnings and improvement in those
earnings, primarily due to the commencement of agars at a geothermal facility, and the acquisgiof three congeneration facilities and
Northern Electric, contributed to the increase. TGreup's proportionate share of Northern Electicich was acquired in December 19
provided $7 million of income after taxes.

Also contained in discontinued operations is thieaexdinary loss of $63 million, net of tax, frolmetWindfall tax imposed by the British
government in 1997.

Financial Condition - September 30, 1997 vs. Decemb28, 1996

Excluding C-TEC, the Group's working capital ined $234 million or 63% during 1997. An increaseash flows from operations,
primarily due to $146 million of federal tax anderest refunds, and financing activities. The iaseewas partially offset by cash used to fund
investing activities and discontinued operations.

Investing activities primarily consist of $22 milh of real estate investments, $20 million of c@pixpenditures, including $11 million for
equipment of the information services business,thadet purchase of marketable securities of $i8omi

Financing sources include $72 million from the eafpe of Class B&C Stock for Class D Stock, $49iamilfrom the issuance of common
stock and $17 million longerm debt borrowings, primarily to purchase the dkarproperty. These sources were partially offgeB1®2 million
for the payment of dividends.

Prior to the agreement with CalEnergy, the Gromegted $34 million in the Dieng, Patuha and Balvgoprojects in Indonesia during 1997.

In October 1996, the PKS Board of Directors ("Bdadirected PKS management to pursue a listinglaf€£D Stock as a way to address
certain issues created by PKS' two-class capitaksttructure and the need to attract and reta@imést management for PKS' businesses.
During the course of its examination of the conseges of a listing of Class D Stock, managementladed that a listing of Class D Stock
would not adequately address these issues, amhthbegan to study a separation of the ConstruatidriMining Group and the Diversified
Group. At the regular meeting of the Board on 28y 1997, management submitted to the Board fosideration a proposal for separatiol
the Construction and Mining and the Diversified Grdhrough a split-off of the Construction and MigiGroup. At a special meeting on
August 14, 1997, the Board approved the Transaction

The separation of the Construction and Mining Grang the Diversified group would be contingent uparumber of conditions, including
the favorable ratification by a majority of bothaSs C and Class D shareholders and the receipeb@dmpany of an Internal Revenue
Service ruling or other assurance acceptable tBtaed that the separation would be tax-free to Wh@reholders. As a result, the
restructuring will probably not occur until mid-a3e1998. The Diversified Group probably will noekeo list its stock for public trading on a
national securities exchange until it raises caffitaugh a public equity offering or desires tovda listed equity security available for
acquisitions. The Board will retain the right, evkthe stockholders ratify the proposal and falbbeaax treatment is satisfied, to abandon,
defer or modify the Transaction if it believes titatould be in the best intersts of all stockhaotde

The Group has recently decided to substantiallse@mee its emphasis on and resources to its infmsgrvices business, with a view to
becoming a facilities-based provider of a broadjeaof integrated information services to businBsssuant to the plan, the Group intends to
expand substantially its current information seggibusiness, through the expansion of its exigtirginess and the creation, through a
combination of construction, leasing and purchdgadilities and other assets, of a substantidlifes-based internet communications
network.

Using this network the Group intends to provideg@ange of internet access services at varyingagpevels and, as technology
development allows, at specified levels of quadityservice and security and (b) a number of businegnted communications services wt
may include fax services, which are transmittedart over private or limited access Transmissiontt Protocol/Internet Protocol
("TCP/IP") networks and are offered at a lower @ttican public telephone network-based fax serand,voice message storing and
forwarding over the same TCP/IP-based networks.

The Group believes that over time, a substantiaibrar of businesses will convert existing compuppliaation systems to computer systems
which communicate using TCP/IP and are accessesédng employing Web browsers. The Group furthaebes$ that businesses will prefer
to contract for assistance in making this conversith those vendors able to provide a full ranfysesvices from initial consulting to interr
access with requisite quality and security lev



The Group anticipates that the capital expendittegaired to implement this expansion plan willdodstantial. The Group anticipates that
these costs may be in excess of $1 billion per ythin approximately two years after the separatbthe Construction and Diversified
businesses.

Long-term liquidity uses of the Group include paymef income taxes and repurchasing the Grouptksiithe Group's current financial
condition, borrowing capacity and proceeds from@a¢Energy transaction should be sufficient for iettiate operating and investing
activities. Subsequent to September 30, 1997, tbeg=sold $67 million of Class D Stock to employees

In late 1995, a Group and CalEnergy venture, CEe€sn Water and Energy Company, Inc., ("CE Casérnbosed financing and
commenced construction of a $495 million irrigatenmd hydroelectric power project located on thdifjsine island of Luzon. The Group a
CalEnergy have each made $62 million of equity iGbations to the project.

The CE Casecnan project was being constructedantaand several basis by Hanbo Corporation analide&Engineering & Construction C
Ltd. On May 7, 1997, CE Casecnan announced thaiditterminated the Hanbo Contract. In connectidh thie contract termination, CE
Casecnan made a $79 million draw request unddettes of credit issued by Korea First Bank ("KFBJ)pay for certain transition costs and
other damages under the Hanbo Contract. KFB faddwnor the draw request; the matter is beingdtgd. If KFB would not be required to
honor its obligations under the letter of credi;ls action may have a material adverse effect erCt Casecnan project. The Group does not
expect the outcome of the litigation to affecftfitencial position due to the transactions contextgal with CalEnergy.

On September 5, 1997, C-TEC announced that itdbafadtirectors had approved the planned restrutusf C-TEC into three publicly
traded companies effective September 30, 1997. tithdderms of the restructuring C-TEC shareholdecsived stock in the following
companies.

Commonwealth Telephone Enterprises, Inc., contgittie local telephone group and related enginedmirsiness;
Cable Michigan, Inc., containing the cable telexisoperations in Michigan; and

RCN Corporation, Inc., which will consist of RCNI€eom Services; C-TEC's existing cable systemkérBioston-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 interms#sacservices provided over fiber optic networkesidential customers in Boston, New
York City and Washington, D.C.

The restructuring is expected to permit investoid the financial markets to better understand aatbate C-TEC's various businesses. In
addition, the restructuring has allowed C-TEC feegaapital on more efficient terms. In July 1987TEC closed four separate credit facilii
with a syndicate of banks aggregating $410 milko in October 1997, RCN issued $575 million oftd&€hese proceeds were used to
refinance the cable group's existing Senior SecNiads and to fund RCN's continued development.
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