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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the Quarterly Period Ended March 31, 1996
OR

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

For the transition period from to

Commission File Number 1-3040
U S WEST Communications, Inc.

A Colorado Corporation IRS Employer No. 84-0273800

1801 California Street, Denver, Colorado 80202
Telephone Number (303) 896-3099

THE REGISTRANT, A WHOLLY OWNED SUBSIDIARY OF U S WET, INC., MEETS THE CONDITIONS SET FORTH IN GENERAL
INSTRUCTION H(1) OF FORM 10-Q AND IS THEREFORE FNG THIS FORM WITH REDUCED DISCLOSURE FORMAT
PURSUANT TO GENERAL INSTRUCTION H(2).

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 sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pasta@s. Yes X No
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CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

Three Months Ended March 31,
Dollars in millions

Operating revenues:
Local service
Interstate access service
Intrastate access service
Long-distance network services
Other services

Total operating revenues

Operating expenses:
Employee-related expenses
Other operating expenses
Taxes other than income taxes
Depreciation and amortization

Total operating expenses

Income from operations
Interest expense

Gain on sales of rural telephone exchanges
Other expense - net

Income before income taxes and cumulative effect
of change in accounting principle
Provision for income taxes

Income before cumulative effect of change in
accounting principle

622 589
190 188
290 299
161 151
2,408 2,277
813 730
389 391
95 103
511 494
1,808 1,718
600 559
103 91
- 63
17 13
480 518
183 195
297 323



Cumulative effect of change in accounting
principle - net of tax 34 -

NET INCOME $ 331 $ 323

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS (Unaudited)

March 31, December 31,

Dollars in millions 1996 1995
ASSETS
Current assets:
Cash and cash equivalents $ 47 % 191
Accounts and notes receivable - net 1,454 1,546
Inventories and supplies 145 142
Deferred tax asset 230 240
Prepaid and other 81 43
Total current assets 1,957 2,162
Gross property, plant and equipment 31,472 30,988
Accumulated depreciation 17,772 17,540
Property, plant and equipment - net 13,700 13,448
Other assets 703 740
Total assets $ 16,360 $ 16,350

LIABILITIES AND SHAREOWNER'S EQUITY
Current liabilities:

Short-term debt $ 912 % 995
Accounts payable 775 864
Employee compensation 257 281
Current portion of restructuring charge 202 270
Other 1,267 1,081
Total current liabilities 3,413 3,491
Long-term debt 5,396 5,411
Postretirement and other postemployment benefit obl igations 2,282 2,316
Deferred taxes, credits and other 1,430 1,386
Shareowner's equity:
Common shares - one share without par value 7,456 7,348
Cumulative deficit (3,617) (3,602)
Total shareowner's equity 3,839 3,746
Total liabilities and shareowner's equity $ 16,360 $ 16,350
Contingencies (see Note B to the Consolidated Finan cial Statements)

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Three Months Ended March 31,
Dollars in millions

OPERATING ACTIVITIES
Net income
Adjustments to net income:
Depreciation and amortization
Gain on sales of rural telephone exchanges
Deferred income taxes and amortization
of investment tax credits
Cumulative effect of change in accounting pri
Changes in operating assets and liabilities:
Restructuring payments
Postretirement medical and life costs - net
Accounts and notes receivable
Inventories, supplies and other
Accounts payable and accrued liabilities
Other - net

Cash provided by operating activities

INVESTING ACTIVITIES
Expenditures for property, plant and equipment
Proceeds from sales of rural telephone exchanges
Proceeds from (payments on) disposals of propert
equipment

Cash (used for) investing activities
FINANCING ACTIVITIES
Net (repayments of) proceeds from issuance of sh
Repayments of long-term debt
Dividends paid on common stock
Equity infusions from parent
Cash (used for) financing activities
CASH AND CASH EQUIVALENTS
Decrease
Beginning balance

Ending balance

See Notes to Consolidated Financial Statements.

1996 1995
$331 $323
511 494
- (63)
22 37
nciple - netof tax (34) -
42) (77)
of cash fundings (34) (241)
93 28
(31) (31)
19 38
2 (2
837 506

(637) (539)
- 88

y, plant and
(7 5
(644) (446)
ort-term debt (93) 225
(24) (18)
(308) (340)
88 -
(@37) (133)
(144) (73)
191 114
$47 $ a1
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Three Months Ended March 31, 1996 and 1995
(Dollars in millions)

(Unaudited)
A. Summary of Significant Accounting Policies
Consolidated Financial Statements

U S WEST Communications, Inc. (the "Company") isoiporated under the laws of the State of Coloutbis an indirect wholly owned
subsidiary of U S WEST, Inc.
("U S WEST").

The Consolidated Financial Statements have begrapre by the Company, pursuant to the interim ratekregulations of the Securities and
Exchange Commission ("SEC"). Certain informatiod &otnote disclosures normally accompanying finanstatements prepared in
accordance with generally accepted accounting ipieehave been condensed or omitted pursuancto SEC rules and regulations. In the
opinion of the Company's management, the ConselidBinancial Statements include all adjustmentssisting of only normal recurring
adjustments, necessary to present fairly the filhimdformation set forth therein. It is suggestkdt these Consolidated Financial Statements
be read in conjunction with the financial staterserid notes thereto included in the Company's A&+ for the year ended December 31,
1995.

Certain reclassifications within the Consolidat@tbRcial Statements have been made to confornetoutrent year presentation.
New Accounting Standard

Effective January 1, 1996, U S WEST adopted StatéwieFinancial Accounting Standards ("SFAS") N@11"Accounting for the
Impairment of Long-Lived Assets and for Long-Livadsets to be Disposed Of." SFAS No. 121 requirasling-lived assets and associated
intangibles be written down to fair value wheneaeriimpairment review indicates that the carryinlpgaannot be recovered on an
undiscounted cash flow basis. SFAS No. 121 alsoires|that a company no longer record depreciatigrense on assets held for s
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

New Accounting Standard (Continued)

Adoption of SFAS No. 121 resulted in income of $8ét of tax of $22) from the cumulative effect ef’ersing depreciation expense recorded
in prior years related to rural telephone exchatggd for sale. Depreciation expense was reversad the date the Company formally
committed to a plan to dispose of the rural excleaagsets through January 1, 1996. The carryingwalthe rural exchange assets was
approximately $338 at December 31, 1995. The incoasebeen recorded as a cumulative effect of changgcounting principle in
accordance with SFAS No. 121. As a result of adgpBFAS No. 121, first-quarter depreciation expemas reduced by $8 ($5 after tax). In
1996, depreciation expense will decrease approrin@80 as a result of adopting SFAS No. 121. Tdraelined effects of lower depreciation
expense and the cumulative effect of adoption eféw standard will be directly offset by loweragnized gains on future rural exchange
sales.

B. Contingencies

There are pending regulatory actions in local ratul jurisdictions that call for price decreage$unds or both. In one such instance, the
Utah Supreme Court has remanded a Utah Publicc&e@ommission ("PSC") order to the PSC for recarsitibn, thereby establishing two
exceptions to the rule against retroactive ratentaki) unforeseen and extraordinary events, and

2) misconduct. The PSC's initial order denied andfrequest from interexchange carriers and otheigs related to the Tax Reform Act of
1986. This action is still in the discovery procdéa formal filing - made in accordance with tteenand from the Supreme Coudlleges the
the exceptions apply, the range of possible rig0iso $150
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

B. Contingencies (Continued)

On April 11, 1996, the Washington State Utilitieslal ransportation Commission ("WUTC" or the "Comsiis") acted on the Company's
1995 rate request. In February 1995, the Compamngttdo increase revenues by raising rates fochasidential services over a four-year
period. The two major issues in this proceedinglive the Company's request for improved capitabvery and elimination of the imputatit
of Yellow Pages revenue. Instead of granting them@any's request, the Commission ordered approxiynd€4..5 in annual revenue
reductions, effective May 1, 1996. Based on thevalyaling, the Company filed a lawsuit with the Ki€ounty Superior Court (the "Court")
for an appeal of the order, a temporary stay obtidered rate reduction and an authorization tdempnt a revenue increase.

On April 29, 1996, the Court stayed the rate desgeadered by the WUTC. The Court granted thefstag period of six months or until a
decision is made on the Company's appeal. Effebliagg 1, 1996, the Company began collecting revesuegect to refund with interest. The
Company expects its appeal to be successful and plat to accrue any of the amounts subject tomcefdowever, an adverse judgment on
the appeal would have a significant impact on tbenany's future results of operatio
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Dollarsn millions)

Results of Operations

Comparative details of income before cumulative&fbf change in accounting principle for the thmeenths ended March 31 follow:

Three Months Ended March 31, 1996 1995 P ercent

Income before cumulative effect of
change in accounting principle $297 $ 323 (8.0)

Adjusted to exclude nonrecurring items, the Comfsafigst-quarter 1996 income before cumulative @ffef change in accounting principle
was $292, an increase of $8, or 2.8 percent, caedpaith first quarter 1995. The nonrecurring itamdude the 1996 current year, after-tax
impact of $5 from adopting SFAS No. 121, "Accougtfor the Impairment of Long-Lived Assets and famig-Lived Assets to be Disposed
Of," and an after-tax gain of $39 on the salescdlirtelephone exchanges in first quarter 1995.

Effective January 1, 1996, the Company adopted SNASL21, which among other things, requires tloatganies no longer record
depreciation expense on assets held for sale. Aopt SFAS No. 121 resulted in a one-time gai$® related to the cumulative effect of
change in accounting principle. The first-quarpeetax effect of the SFAS No. 121 adoption resuitiea decrease to depreciation expense of
$8 ($5 after tax).

Increased income at the Company is attributablegber demand for services. Partially offsetting #ffects of higher demand was an
increase in operating costs to address customécseassues, expenditures related to developmenéwfproducts and services, flood
conditions in the Pacific Northwest, increased defattion expense and higher interest expe
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Results of Operations (Continued)

Increased demand for the Company's services rddulgrowth in earnings before interest, taxesyeeption, amortization and other
("EBITDA") of 5.5 percent for first quarter 1996BET DA also excludes the gain on sales of certamlrtelephone exchanges in 1995. The
Company believes EBITDA is an important indicatbthe operational strength of its businesses. EB\TBowever, should not be conside
as an alternative to operating or net income dadinator of the performance or as an alternativeash flows from operating activities as a
measure of liquidity, in each case determined ooetance with generally accepted accounting priesip

Operating Revenues

An analysis of changes in the Company's operatugnues follows:

Higher ( Higher) Increase Increase
Three Months Ended (Lower) Lo wer (Decrease) (Decrease)
March 31, 1996 1995 Prices Re funds Demand Other Dollars Percent
Local service $1,145 $1,050 $ 7 $ 4% 97 $ 5 % 95 9.0
Interstate access 622 589 (16) - 55 (6) 33 5.6
Intrastate access 190 188 ©) - 11 2) 2 1.1
Long-distance network 290 299  (3) - G @ (9 (3.0
Other services 161 151 - - - 10 10 6.6
Total $2,408 $2,277 $ (19) $ 4 % 158 $ 4 $ 131 5.8

Local service revenues increased principally assalt of higher demand for services. Total repodeckss lines increased 647,000, or 4.5
percent during the last 12 months, of which 202 @@8 attributed to second lines. Second line ilagiahs increased 30 percent during the
past year. Access line growth was 4.8 percent velogunsted for sales of approximately 45,000 rurdglpieone access lines during the last 12
months. Also contributing to the increase in lagmlvice revenues was expanded growth in new pradutservice offerings such as caller
identification and call waiting. Local service renes from new product and service offerings wepr@pmately $40 for first-quarter 1996,
an increase of approximately 120 percent compardiet same period last year.

Higher revenues from interstate access servicedtedsrom an increase of 9.5 percent in interstélted access minutes of use, which more
than offset the effects of price reductions. ItaBessaccess revenues increased slightly as higimeaid was largely offset by the effects of
price reductions
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Operating Revenues (Continued)

Long-distance network revenues decreased primaduityto the effects of competition and rate redusti&crosion of long-distance revenue
will continue due to the loss of 1+ dialing in Msota, which became effective in February 1996 imAdizona, effective in April 1996.

Revenues from other services increased primarily @sult of continued market penetration in veieEssaging services and increases in
inside wire services, partially offset by decreasdsilling and collection revenues.

Costs and Expenses

Three Months Ended March 31, 1996 1995 Percen t Change
Employee-related expenses  $ 813 $ 730 11.4
Other operating expenses 389 391 (0.5)
Taxes other than income taxes 95 103 (7.8)
Depreciation and amortization 511 494 3.4
Interest expense 103 91 13.2
Other expense - net 17 13 30.8

Employee-related expenses increased $83 compatkd pior year. The increase is attributable toticwed efforts to improve customer
service and to address business growth throughmelitpees on overtime, contract labor and workfaxdditions. Costs related to workforce
additions will partially offset the benefits of elapee separations achieved through restructuring.

Salaries and wages, overtime payments and corditzat increased employee-related expenses by appatdy $72 for the first quarter as
compared with the same period last year. Approxetgail5 of the overtime and contract labor increaas attributed to severe flooding in
Washington and Oregon. Additionally, current yeaptoyee-related expenses increased as a resuisoftang certain employee transfers
from affiliate companies during 1995. Partiallys#tting these increases was a reduction in thegiivstnent benefits accrual and lower tre
and conference expens
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Costs and Expenses (Continued)

The decrease in other operating expenses of $nisiply due to lower affiliate expenses offsetibgreased uncollectibles and higher
advertising costs. Taxes other than income taxeedsed $8 compared to the prior year primarilg essult of lower than expected tax
assessments and mill levies.

Increased depreciation and amortization expenseattiiisutable to the effects of a higher depreaasset base, partially offset by the effects
of 1995 sales of rural telephone exchanges anddbption of SFAS No. 121.

Interest expense increased primarily due to higiterest rates associated with refinancing commépzper in the latter part of 1995. Sligl
higher debt levels also contributed to the increaseterest expens
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Restructuring Charge

The Company's 1993 results reflected a $880 rdsting charge (pretax). The related restructuritaon fthe "Restructuring Plan") is desigi
to provide faster, more responsive customer sesvidgle reducing the costs of providing these s&wi

Following are schedules of the costs and plannedtfmee reductions included in the RestructuringrP|

Actual Ac tual Estimate Estimate
Restructuring Plan Costs 1994 1995 1996 1997 Total
Cash expenditures:
Employee separation (1) $ 19 % 76 $ 33$% 127 $ 255
Systems development 118 129 113 - 360
Real estate 50 66 14 - 130
Relocation 21 21 20 13 75
Retraining and other 8 23 22 7 60
Total cash expenditures 216 315 202 147 880
Remaining 1991 plan employee costs (1) 56 - - - 56
Total $ 272 % 315 $ 202 $ 147 $ 936
<F1>
(1) Employee separation costs, including the balanc e of the 1991 restructuring reserve

at
December 31, 1993, aggregate $311.

Actual Actual Estimate Es timate
Workforce Reductions 1994 1995 1996 1997 Total
Employee separations
Managerial 497 682 202 1,357 2,738
Occupational 1,683 1,643 798 3,138 7,262
Total 2,180 2,325 1,000 4,495 10,000
<F1>
(1) A significant number of the employee reductions originally scheduled for
1996 will be delayed while the Company focuses on o vertime and contract-labor
expenses. The Restructuring Plan is expected to be substantially complete by

the end of 1997.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Restructuring Charge (Continued)

Employee separation costs include severance pagntesdlth-care coverage and postemployment edadagioefits associated with the
planned reduction of 10,000 employees. System dpu@nt costs include new systems and the applicafienhanced system functionality
to existing single-purpose systems to provide irstegl, end-to-end customer service. Real estate tmsude preparation costs for the new
service centers. The Company has consolidate®@s8stomer service centers into 26 centers intEs cThe relocation and retraining costs
are related to moving employees to the new seogoéers and retraining employees on the methodsystidms required in the new,
restructured mode of operation.

Progress Under the Restructuring Plan;

Following is a reconciliation of restructuring rege activity during first quarter 1996:

Reserve Balance Reserve Balance
December 31, 1995 1996 Activity March 31, 1996
Employee separations
Managerial $ 63 $ 7% 56
Occupational 97 6 91
Total separations 160 13 147
Systems development
Service delivery 44 8 36
Service assurance 26 1 25
Capacity provisioning 42 11 31
All other 1 1 -
Total systems 113 21 92
Real estate 14 2 12
Relocation 33 1 32
Retraining and other 29 5 24

Total $ 349 $ 42 3% 307




Form 10-Q - Part | U S WEST Communications, Inc.

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

Restructuring Charge (Continued)
Progress Under the Restructuring Plan (Continued):

Fir

1994 1995

Employee separations
Managerial 497 682
Occupational 1,683 1,643

Total 2,180 2,325

st-Quarter Cumulative
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
OTHER ITEMS

Contingencies

There are pending regulatory actions in local ratul jurisdictions that call for price decreage$unds or both. In one such instance, the
Utah Supreme Court has remanded a Utah Publicc&e@ommission ("PSC") order to the PSC for recarsitibn, thereby establishing two
exceptions to the rule against retroactive ratentaki) unforeseen and extraordinary events, amdi)onduct. The PSC's initial order der
a refund request from interexchange carriers ahergtarties related to the Tax Reform Act of 198is action is still in the discovery
process. If a formal filing - made in accordancthwie remand from the Supreme Court - allegestlieaexceptions apply, the range of
possible risk is $0 to $150.

On April 11, 1996, the Washington State Utilitieslal ransportation Commission ("WUTC" or the "Comsiis") acted on the Company's
1995 rate request. In February 1995, the Compangttdo increase revenues by raising rates fochasidential services over a four-year
period. The two major issues in this proceeding@ive the Company's request for improved capitabvecy and elimination of the imputati
of Yellow Pages revenue. Instead of granting them@any's request, the Commission ordered approxiynd€4..5 in annual revenue
reductions, effective May 1, 1996. Based on thevalyaling, the Company filed a lawsuit with the gi€@ounty Superior Court (the "Court")
for an appeal of the order, a temporary stay obtidered rate reduction and an authorization tdémpnt a revenue increase.

On April 29, 1996, the Court stayed the rate demsardered by the WUTC. The Court granted thefetagy period of six months or until a
decision is made on the Company's appeal. EffeMiag 1, 1996, the Company began collecting revesubgect to refund with interest. The
Company expects its appeal to be successful and plat to accrue any of the amounts subject tocefdowever, an adverse judgment on
the appeal would have a significant impact on then@any's future results of operations.

In connection with the WUTC's $91.5 rate reductioder, the Company's debt securities have beerglae rating watch by Duff & Phelps.
The credit rating of the Company's debt securitias not placed under review by Moody's and is uneddew by Fitch and Standard & Poc
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

On April 11, 1996, the Washington State Utilitieslal ransportation Commission ("WUTC" or the "Comsii®" ) acted on U S WEST
Communications' 1995 rate request. In February 1995 WEST Communications sought to increase rexeby raising rates for basic
residential services over a four-year period. M major issues in this proceeding involve U S WESmmunications' requests for
improved capital recovery and elimination of theutation of Yellow Pages revenue. Instead of grgnti S WEST Communications'
request, the Commission ordered approximately $®labhnual revenue reductions, effective May 1,61®ased on the above ruling, U S
WEST Communications filed a lawsuit with the Kinguity Superior Court (the "Court") for an appeatha order, a temporary stay of the
ordered rate reduction and authorization to implenaerevenue increase.

On April 29, 1996, the Court stayed the rate desgeardered by the WUTC. The Court granted thefetag period of six months or until a
decision is made on U S WEST Communications' apgtdctive May 1, 1996, U S WEST Communicationgdiecollecting revenues
subject to refund with interest. U S WEST Commutigces expects its appeal to be successful and plain® accrue any of the amounts
subject to refund. However, an adverse judgmertherappeal would have a significant impact on U BES¥ Communications' future results
of operations.

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

Exhibit No.

12 Statement regarding computation of earningsealfcharges ratio of U S WEST Communications, Inc.
27 Financial Data Schedule

(b) Reports on Form 8-K Filed During the First Geaof 1996:

No reports on Form-K have been filed for the Company during the firgarter of 1996
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

U S WEST Communications, Inc.

/'s/ Barbara M Japha

Barbara M Japha
Vi ce President, Chief Financial
O ficer and Treasurer

May 14, 1996



EXHIBIT 12

U S WEST Communications, Inc.
RATIO OF EARNINGS TO FIXED CHARGES
(Dollars in Millions)

T hree Months Ended
3/31/96 3/31/95

Income before income taxes and cumulative effect

of change in accounting principle $480  $518
Interest expense (net of amounts capitalized) 103 91
Interest factor on rentals (1/3) 13 15
Earnings $596  $624
Interest expense 116 99
Interest factor on rentals (1/3) 13 15
Fixed charges $129 $114

Ratio of earnings to fixed charges 4.62 547




ARTICLE 5
CIK: 0000068622

NAME: U S WEST COMMUNICATIONS, INC

MULTIPLIER: 1,000,000

PERIOD TYPE 3 MOS
FISCAL YEAR END DEC 31 199
PERIOD END MAR 31 199¢
CASH 47
SECURITIES 0
RECEIVABLES 1,45¢
ALLOWANCES 0
INVENTORY 14E
CURRENT ASSET¢ 1,957
PP&E 31,47:
DEPRECIATION 17,77
TOTAL ASSETS 16,36(
CURRENT LIABILITIES 3,41:
BONDS 5,39¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 7,45¢
OTHER SE (3,617
TOTAL LIABILITY AND EQUITY 16,36(
SALES 2,40¢
TOTAL REVENUES 2,40¢
CGS 0
TOTAL COSTS 0
OTHER EXPENSE¢ 1,80¢
LOSS PROVISION 0
INTEREST EXPENSE 102
INCOME PRETAX 48C
INCOME TAX 182
INCOME CONTINUING 297
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 34
NET INCOME 331
EPS PRIMARY 0
EPS DILUTED 0
End of Filing
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