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CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

Dollars in millions Three Months Three Months Nine Months  Nine Months
Ended Ended Ended Ended
Sept. 30, 199 6 Sept. 30,1995 Sept. 30, 1996 Sept. 30, 19 95

Operating revenues:

Local service $ 1,2 08 $ 1,105 $ 3,532 $ 3, 231

Interstate access service 6 06 594 1,854 1, 774

Intrastate access service 1 92 186 571 558

Long-distance network services 2 72 298 840 891

Other services 1 78 151 507 455
Total operating revenues 2,4 56 2,334 7,304 6, 909
Operating expenses:

Employee-related expenses 8 48 780 2,525 2, 277

Other operating expenses 3 86 403 1,148 1, 159

Taxes other than income taxes 92 92 284 299

Depreciation and amortization 5 41 507 1,565 1, 499
Total operating expenses 1,8 67 1,782 5,522 5, 234
Income from operations 5 89 552 1,782 1, 675
Interest expense 1 04 98 308 284
Gains on sales of rural telephone

exchanges 2 34 51 112

Other expense - net 10 10 25 43
Income before income taxes,

extraordinary item and

cumulative effect of change

in accounting principle 4 77 478 1,500 1, 460
Provision for income taxes 1 83 173 574 543
Income before extraordinary item

and cumulative effect of change

in accounting principle 2 94 305 926 917
Extraordinary item:

Early extinguishment of debt

- net of tax - 5) - 5)
Income before cumulative effect of

change in accounting principle 2 94 300 926 912
Cumulative effect of change in

accounting principle - net of tax - - 34 -
NET INCOME $ 2 94 $ 300 $ 960 $ 912

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

Dollars in millions Se ptember 30, 1996 December 31, 1995
ASSETS
Current assets:
Cash and cash equivalents $ 94 $ 191
Accounts and notes receivable - net 1,533 1,546
Inventories and supplies 124 142
Deferred tax asset 213 240
Prepaid and other 60 43
Total current assets 2,024 2,162
Gross property, plant and equipment 31,936 30,988
Accumulated depreciation 18,204 17,540
Property, plant and equipment - net 13,732 13,448
Other assets 759 740
Total assets $ 16,515 $ 16,350

LIABILITIES AND SHAREOWNER'S EQUITY
Current liabilities:

Short-term debt $ 1,107 $ 995

Accounts payable 664 864

Employee compensation 255 281

Current portion of restructuring charge 202 270

Other 1,282 1,081
Total current liabilities 3,510 3,491
Long-term debt 5,375 5,411
Postretirement and other postemployment benefit

obligations 2,293 2,316
Deferred taxes, credits and other 1,351 1,386
Shareowner's equity:

Common shares - one share without par value 7,603 7,348

Cumulative deficit (3,617) (3,602)
Total shareowner's equity 3,986 3,746
Total liabilities and shareowner's equity $ 16,515 $ 16,350

Contingencies (See Note B to the Consolidated Finaial Statements)

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

Dollars in millions Nine Months Ended Nine Months Ended

Sept. 30, 1996  Sept. 30, 1995

OPERATING ACTIVITIES

Net income $ 960 $ 912
Adjustments to net income:
Depreciation and amortization 1,565 1,499
Gains on sales of rural telephone exchanges (51) (112)
Cumulative effect of change in accounting
principle - net of tax (34) -
Deferred income taxes and amortization
of investment tax credits (8) 120
Changes in operating assets and liabilities:
Restructuring payments (114) (253)
Postretirement medical and life costs
- net of cash fundings (28) (159)
Accounts and notes receivable 5 (188)
Inventories, supplies and other
current assets 2) (49)
Accounts payable and accrued liabilities 83 (48)
Other - net 9 17
Cash provided by operating activities 2,385 1,739

INVESTING ACTIVITIES
Expenditures for property, plant

and equipment (1,883) (1,696)
Proceeds from sales of rural telephone exchanges 130 162
Payments on disposals of property, plant and

equipment Q) 2)
Cash (used for) investing activities (1,754) (1,536)

FINANCING ACTIVITIES

Net proceeds from issuance of short-term debt 257 406
Proceeds from issuance of long-term debt 16 495
Repayments of long-term debt (271) (248)
Dividends paid on common stock (965) (905)
Equity infusions from

U S WEST Communications Group 235 -
Cash (used for) financing activities (728) (252)

CASH AND CASH EQUIVALENTS

Decrease (97) (49)
Beginning balance 191 114
Ending balance $ 94 $ 65

See Notes to Consolidated Financial Statemen
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Nine Months Ended September 30, 1996 and 99
(Dollars in millions)

(Unaudited)
A. Summary of Significant Accounting Policies
Basis of Presentation

U S WEST Communications, Inc. (the "Company") isoiporated under the laws of the State of Colowutbis 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 témprules and regulations of the
Securities and Exchange Commission ("SEC"). Ceitdormation and footnote disclosures normally anpanying financial statements
prepared in accordance with generally accepteduasticny principles ("GAAP") have been condensednitied pursuant to the interim SEC
rules and regulations. In the opinion of the Conymamanagement, the Consolidated Financial Statenreeiude all adjustments, consisting
of only normal recurring adjustments, necessaryrésent fairly the financial information set fottrerein. It is suggested that these
Consolidated Financial Statements be read in catipmwith the financial statements and notes tioeirecluded in the Company's Form KO-
for the year ended December 31, 1995.

New Accounting Standard

Effective January 1, 1996, the Company adoptec®iant of Financial Accounting Standards ("SFAS") N1, "Accounting for the
Impairment of Long-Lived Assets and for Long-LivAdsets to be Disposed Of." SFAS No. 121 requiraslting-lived assets and associated
intangibles be written down to fair value wheneaeriimpairment review indicates that the carryinly@aannot be recovered on an
undiscounted cash flow basis. SFAS No. 121 alsoireg| that a company no longer record depreciatigpense on assets held for sale.

Adoption of SFAS No. 121 resulted in income of $8dt of tax of $22) from the cumulative effect efrersing depreciation expense recorded
in prior years related to rural telephone excharggdd for sale. Depreciation expense was reversed the date the Company formally
committed to a plan to dispose of the rural excleaamgsets through January 1, 1996. The income lesisrbeorded as a cumulative effect of
change in accounting principle in accordance wiAS No. 121. The carrying value of the rural exdeassets was approximately $33
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

New Accounting Standard (Continued)

December 31, 1995. As a result of adopting SFASIRa, depreciation expense for the nine monthsdSgptember 30, 1996 was reduced
by $21 ($13 after tax). In 1996, depreciation exgeenill decrease approximately $25 as a resultioping SFAS No. 121. The combined
effects of lower depreciation expense and the cativel effect of adoption of the new standard wéldirectly offset by lower recognized
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 recarsition, thereby establishing two
exceptions to the rule against retroactive ratenmaki) 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 procd§s formal filing - made in accordance with tleemand from the Supreme Cousdlleges the
the exceptions apply, the range of possible rig0iso $155.

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 fockrasidential services over a four-year
period. The two major issues in this proceedin@ive the Company's requests for improved capitadvery and elimination of the
imputation of Yellow Pages revenue. Instead of gingrthe Company's request, the Commission ordappdoximately $91.5 in annual
revenue reductions, effective May 1, 1996. Basetherabove ruling, the Company filed a lawsuit wite King County Superior Court (the
"Court") for an appeal of the order, a temporaay if the ordered rate reduction and an authodrdt implement a revenue increase.

On April 29, 1996, the Court stayed the rate demsardered by the WUTC. The Court granted thepgaging a decision on the Company's
appeal. Effective May 1, 1996, the Company begdleading revenues subject to refund with inter@$te Company expects its appeal to be
successful and plans not to accrue any of the ataauibject to refund. However, an adverse judgraerihe appeal would have a significant
impact on the Company's future results of operatidime Company expects the Court to rule on theapp November 199¢
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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 extraordintem and cumulative effect of change in accoungrigciple for the nine months ended
September 30 follow:

Ni ne Months Ended Nine Months Ended Percent

Se pt. 30,1996  Sept. 30, 1995 Change

Income before extraordinary item and cumulative
effect of change in accounting principle  $ 926 $ 917 1.0

Income before extraordinary item and cumulative&fbf change in accounting principle for the nmenth period ended September 30,
1996, adjusted to exclude certain nonoperatingstemas $882, an increase of $35, or 4.1 percentpaced with the same period in 1995.
The adjustments include the 1996 current year-te-iapact of $13 from adopting SFAS No. 121 andgaif $31 and $70 on the sales of
rural telephone exchanges during 1996 and 199pectisely.

Effective January 1, 1996, the Company adopted SRASL21 (See Note A) which, among other thingguies that companies no longer
record depreciation expense on assets held farAdtgtion of SFAS No. 121 resulted in a one-tinangof $34 (net of tax of $22), related to
the cumulative effect of change in accounting pglec

Increased income at the Company is primarily atteble to higher demand for services. Partiallg@iting the effects of higher demand was
an increase in costs incurred to address the mmeints associated with increased business growtbhaninuing service-improvement
initiatives. Further offsetting the effects of hggtdemand were third quarter 1996 costs assoothdhe discontinuance of the Omaha
broadband video service trial.

Increased demand for the Company's services rddalgrowth in earnings before interest, taxesyeeption, amortization and other
("EBITDA") of 5.5 percent for the nine-month periedded September 30, 1996. EBITDA also excludessgan sales of certain rural
telephone exchanges in 1996 and 1995.

The Company believes EBITDA is an important indicaif the operational strength of the business.TERB, however, should not be
considered as an alternative to operating or roetnire as an indicator of the performance of the Goms business or as an alternative to
cash flows from operating activities as a measttgwoidity, in each case determined in accordanith GAAP.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Operating Revenues

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

Higher Increase Increase
Nine Months Ended (Lower) Hi gher (Decrease) (Decrease)
September 30, 1996 1995 Prices Re funds Demand Other Dollars Percent
Local service $3,532 $3,231 $ 19 $ (4 $ 301 $ (15 $ 301 9.3
Interstate access 1,854 1,774 (43) (46) 174 (5) 80 4.5
Intrastate access 571 558 (17) - 32 2) 13 2.3
Long-distance network 840 891 (6) (1) (28) (16) (51) (5.7)
Other services 507 455 - - - 52 52 114
Total $7,304 $6,909 $ (47) $ (51) $ 479 $ 14 $ 395 5.7

Local service revenues increased principally assalt of higher demand for services. Total repoaeckss lines increased 633,000, or 4.3
percent during the last 12 months, of which 234,8Ctributed to second lines. Second line instialhs increased 31.4 percent during the
past year. Access line growth was 5.1 percent veldgusted for sales of approximately 116,000 rekdghone access lines during the last 12
months. Also contributing to the increase in losmlvice revenues was expanded growth in new ceoffie¢ features such as caller
identification, last call return and continuousiedd_ocal service revenues from these featuregwpproximately $130, an increase of over
100 percent as compared to 1995.

Higher revenues from interstate access servicedtedsrom access line growth and an increase®p8rcent in interstate billed access
minutes of use for the nine-month period ended&aper 30, 1996. The increased volume of businesganially offset by the effects of
price reductions and sharing related accrualseffumnds to interexchange carriers. Intrastate aagesssiues increased slightly primarily due
higher demand partially offset by the effects aé@reductions.

Long-distance network service revenues decreaséd/byercent, compared with the same period in 1@8&arily due to the effects of
competition and the implementation of a multiplg ¢arrier plan ("MTCP") in lowa in May 1996. The P allows independent telephone
companies to act as toll carriers. The impact efMITCP for the nine-month period ended Septembget 396 was long-distance revenue
losses of $16, offset by an increase in intrastatess revenues of $2 and a decrease in othetiogezapenses (i.e., access expense) of



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

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

Operating Revenues (Continued)

Excluding the effects of the MTCP, long-distanceagk service revenues decreased 3.9 percentdanitte-month period ended September
30, 1996. Erosion of long-distance revenue willtoare due to the loss of exclusivity of 1+ dialimgMinnesota, effective in February 1996,

and in Arizona, effective in April 1996.

Revenues from other services increased primarily @sult of continued market penetration in vor@ssaging service and increases in in

wire service.

Future revenues at the Company may be affecte@bglipg regulatory actions in local regulatory jditsions.

Costs and Expenses

Nine Months Ended

Employee-related expenses  $ 2,525
Other operating expenses 1,148
Taxes other than income taxes 284
Depreciation and amortization 1,565
Interest expense 308

Other expense - net 25

Nine Months Ended Percent

September 30, 1995 Change

$ 2,277 10.9
1,159  (0.9)
299 (5.0)
1,499 4.4
284 85
43 (41.9)

Employee-related expenses increased $248 compatkd prior year. The increase is primarily atttidhle to continued efforts to meet the
requirements associated with increased businesglgand service-improvement initiatives.

Salaries and wages increased employee-related sepéy approximately $119 over the prior year prilpndue to inflation-driven wage
increases. The increase is also attributable torblvgy certain employee transfers from affiliateng@nies during 1995. Salaries and wages
were reduced through employee reductions assoaidtedhe Company's restructuring program; howewgests associated with employee
transfers, along with other workforce additionsdexkto meet increased business growth and semigeizement initiatives, have offset

these benefits
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Costs and Expenses (Continued)

Contract labor increased approximately $115 fomiine-month period ended September 30, 1996. Tdrease was primarily due to
increased network operations costs incurred to meetased business growth and marketing orgaonizatists associated with the
implementation of new products and services. Alutributing to the increase was $6 of third-quati@®6 costs related to the discontinuance
of the Omaha broadband video service trial.

Approximately $15 of the increase in employee-glagxpenses (i.e., contract labor and overtime)attabuted to severe flooding in
Washington and Oregon in the first quarter of 192dtially offsetting the increase in employee-tedaexpenses was a reduction in the
postretirement benefits accrual and lower travel @nference expenses.

The slight decrease in other operating expengasnrily attributable to lower affiliate costs aretluced access expense of which a portion
related to the implementation of the MTCP in lowaVlay 1996. Increased uncollectible expense, highgertising costs and greater
materials and supplies expense partially offsetdtdecreases. Also partially offsetting was antfiit@l-quarter 1996 charge related to the
discontinuance of the Omaha broadband video setwade

Increased depreciation and amortization expenseattiiisutable to the effects of a higher depre@asset base, partially offset by the effects
of 1995 sales of rural telephone exchanges, andffbets of adopting SFAS No.
121. Interest expense increased primarily duegbdriaverage debt levels.

Provision for Income Taxes

Nine Months Ended Ni ne Months Ended Percent

September 30 1996 Se ptember 30 1995 Change
Provision for income taxes $ 574 $ 543 5.7
Effective tax rate 38.3% 37.2%

The increase in the effective tax rate resultecharily from higher income before income taxes awidr amortization of the investment tax
credit.
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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 an $880 wsating charge (pretax). The related restructuplag (the "Restructuring Plan") is
designed to provide faster, more responsive custemeices while reducing the costs of providingsth services.

Following is a schedule of the costs included & Restructuring Plan:

Restructuring Plan Costs Actual 1994 Actual 1995 Estimate 1996 Estimate 1997 To tal
Cash expenditures:
Employee separation (1) <F1> $ 1 9% 76 $ 82 $ 106 $ 283
Systems development 11 8 129 113 - 360
Real estate 5 0 66 14 - 130
Relocation 2 1 21 5 - 47
Retraining and other 8 23 22 7 60
Total cash expenditures 21 6 315 236 113 880
Remaining 1991 plan employee costs (1) 5 6 - - - 56
Total $ 27 2% 315 $ 236 $ 113 $ 936
<F1>
(1) Employee separation costs, including the ba lance of the 1991 restructuring reserve at December 31,

1993, aggregate $339.

Employee separation costs include severance pagntesdlth-care coverage and postemployment edadagioefits associated with the
planned reduction of 10,000 employees. System dpw@nt costs include new systems and the applicafienhanced system functionality
to existing single-purpose systems to provide irstesgl, end-to-end customer service. Real estate tmwsude 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 methodsysidms required in the new,
restructured mode of operatic
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Restructuring Charge (Continued)

The timing and mix of employee separations has lbeanged. Managerial and occupational employeeaatmas under the Restructuring
Plan are estimated to be 3,670 and 6,330, respictas compared with previous estimates of 2, 7887262. As a result of this change, the
currently estimated cost for employee separatis®389, compared with $311 as previously estimdathd.cost increase will be funded
through a transfer from the reserve for employéscedions.

Additionally, 1,000 employee separations previowssligeduled for 1997 will occur in 1996. Accordingdgtimated employee separation costs
increased by $49 in 1996, of which $21 was tramsfefrom 1997 and $28 was reallocated from thervesier employee relocations.
Following are current estimates of employee sejwarsitand separation costs:

Employee Separations Actual 1994 Actual 1995 Est imate 1996 Estimate 1997 Total

Managerial 497 682 1,435 1,056 3,670

Occupational 1,683 1,643 565 2,439 6,330

Total 2,180 2,325 2,000 3,495 10,000

Employee Separation Costs Actual 1994(1) <F1> Ac tual 1995 Estimate 1996 Estimate 1997 Total
Managerial $ 5% 30 $ 69 $ 49 $ 153
Occupational 14 46 13 57 130

Total 19 76 82 106 283
Remaining 1991 reserve 56 - - - 56

Total $ 75 $ 76 $ 82 % 106 $ 339

<F1>

(1) Includes the remaining employees and the s eparation amounts associated with the balance of a

1991 restructuring reserve at December 31, 19 93.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)

Restructuring Charge (Continued)

Progress Under the Restructuring Plan:

Following is a reconciliation of restructuring rese activity during the first nine months of 1996:

Reserve Balance  First

December 31, 1995 1

Employee separations

Managerial $ 63 $
Occupational 97
Total separations 160

Systems development

Service delivery 44
Service assurance 26
Capacity provisioning 42
All other 1
Total systems 113
Real estate 14
Relocation 33
Retraining and other 29
Total $ 349 $
<F1>

(1) As aresult of the change in the estimated
the occupational to the managerial employee sepa
relocation reserve to the managerial employee

1994 1995 Fir

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

Total 2,180 2,325

Nine Months Change in Relocation/ Reserve Bal ance
996 Activity Employee Separation  September 3 0, 1996
Amounts (1)<F1>
28) $ 55 $ 90
(11) 27) 59
(39) 28 149
(26) - 18
) - 19
(22) - 20
- - 1
(55) - 58
4 - 10
(2 (28) 3
(14) - 15
(114) $ - 3% 235
mix of total employee separations, $27 was transfer red from
ration reserve. Additionally, $28 was reallocated from the

separation reserve.

st Nine Months Cumulative

96 Separations Separations At

Sept. 30, 1996

549 1,728
444 3,770
993 5,498
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Contingencies

There are pending regulatory actions in local ragu 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 recarsition, thereby establishing two
exceptions to the rule against retroactive ratentaki) unforeseen and extraordinary events, amlig)onduct. The PSC's initial order der
a refund request from interexchange carriers ahergiarties related to the Tax Reform Act of 1986is action is still in the discovery
process. If a formal filing - made in accordancéwtihe remand from the Supreme Court - allegestligaexceptions apply, the range of
possible risk is $0 to $155.

On April 11, 1996, the WUTC acted on the Compah985 rate request. In February 1995, the Companghgdo increase revenues by
raising rates for basic residential services ovieuayear period. The two major issues in thiscgeding involve the Company's requests for
improved capital recovery and elimination of theitation of Yellow Pages revenue. Instead of gnantihe Company's request, the
Commission ordered approximately $91.5 in annuatmee reductions, effective May 1, 1996. Basecherabove ruling, the Company file
lawsuit with the King County Superior Court (thed@t") for an appeal of the order, a temporary siaihe ordered rate reduction and an
authorization to implement a revenue increase.

On April 29, 1996, the Court stayed the rate desgeardered by the WUTC. The Court granted thestaging a decision made on the
Company's appeal. Effective May 1, 1996, the Comytagan collecting revenues subject to refund witkrest. The Company expects its
appeal to be successful and plans not to accruefahg amounts subject to refund. However, an emvgidgment on the appeal would have
a significant impact on the Company's future resoftoperations. The Company expects the Courtléoan the appeal in November 19
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Regulatory Environment

On August 8, 1996, the Federal Communications Casign ("FCC") established a framework of detailatianal rules that will enable the
states and the FCC to begin implementing the logaipetition provisions of the Telecommunications 8ic1996. Included in the order are
requirements that local exchange carriers ("LEC®provide interconnection to any requesting emunications carrier at any technically
feasible point, equal in quality to that providedtbe incumbent LEC; b) provide unrestricted act¢essetwork services on an unbundled
basis; c) provide physical collocation of equipmeatessary for interconnection at the incumbent'sp@mises, unless physical collocation
is not practical for technical reasons or becadispace limitations; and d) offer for resale arlg¢cemmunications services that the LEC
provides at retail to subscribers who are not tal@ounications carriers. The order also stipuldtas tommercial mobile radio service
operators ("CMRS") are entitled to reciprocal comgaion arrangements and that a LEC may not clea@dRS provider for terminating
LEC-originated traffic. The FCC's order continueptovide for access charge recovery by LECs frat@réxchange carriers until it further
evaluates the issues of access charge reform anersal service.

The FCC order also established rigid costing aiany rules which, from the Company's perspectsignificantly impede negotiations with
new entrants, State Public Utility Commission ("PYidterconnection rulemakings, and interconnectduitrations. U S WEST appealed
FCC order and sought a stay of portions of therpideluding certain pricing provisions, pendingaflate review. On October 15, 1996, the
Eighth Circuit Court of Appeals ("Eighth Circuitysued its order granting a stay of all the prigingvisions of the FCC order. The stay does
not postpone implementation of the Telecommunicatiact of 1996. Rather the effect of the stay ibdwe interconnection and network
unbundled element pricing be resolved through riatiohs or state PUC arbitrations without the PW&mg limited in their consideration of
relevant costs.

Subsequently, the FCC and certain interexchangegerarequested the United States Supreme Courp(&e Court") to review and vacate
the Eighth Circuit stay. On October 31, 1996, topr®me Court denied these requests. ThereafteFGkeand certain interexchange carriers
petitioned the Supreme Court for further considenadf vacating the stay. On November 12, 1996 Shpreme Court rejected these further
petitions. Thus, the Eighth Circuit stay will reman effect until modified by that court or until¢ appeal is resolved. A decision on the ag

is expected by May 1997. The order's impact orQbpany's future results is unknov
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations (Contined)
Other Items

During October 1996, the Company's credit ratingsadowered in connection with the regulatory utaiaty surrounding the WUTC's $91.5
rate reduction order (See "Contingencies") andWEST's planned merger with Continental Cablevision, Duff & Phelps lowered the
senior unsecured debt rating to AA-minus and rea#d the D-1-plus commercial paper rating. Fitakdced the senior unsecured debt rating
to A-plus and the commercial paper rating to F-1.

The Company and the other regional Bell operatomgmanies ("RBOCs") continue to explore the dispo$#heir interests in Bell
Communications Research Inc. ("Bellcore"), one-atvef which is owned by the Company. The majooitghe Company's research and
development activities are currently conductedeltddre. Following such disposal, Bellcore and othéd parties will provide research and
development and other services to the Companyaamtact basis.

Some of the information presented in or in conmectiith this report constitutes "forward-looking&ments" within the meaning of the
Private Securities Litigation Reform Act of 1995though the Company believes that its expectatamasbased on reasonable assumptions
within the bounds of its knowledge of its businard operations, there can be no assurance that aesults will not differ materially from i
expectations. Factors that could cause actualtsetsutliffer from expectations include: (i) greatiesn anticipated competition from new
entrants into the local exchange and intralatamaltkets, (ii) changes in demand for products @&mdices, including optional custom calling
features, (iii) higher than anticipated employeels, capital expenditures, and operating expeasasresult of unusually rapid in-region
growth, (iv) the gain or loss of significant custers, (v) pending regulatory actions in state juctons and (vi) regulatory changes affecting
the telecommunications industry, including chantpes could have an impact on the competitive emvirent in the local exchange mark
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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 "Comsiis") acted on the Company's
1995 rate request. In February 1995, the Compangttdo increase revenues by raising rates fockasidential services over a four-year
period. The two major issues in this proceedinglive the Company's requests for improved capi@very and elimination of the
imputation of Yellow Pages revenue. Instead of gngrthe Company's request, the Commission ordappdoximately $91.5 in annual
revenue reductions, effective May 1, 1996. Basetherabove ruling, the Company filed a lawsuit wite King County Superior Court (the
"Court") for an appeal of the order, a temporaay sif the ordered rate reduction and an authodmab implement a revenue increase.

On April 29, 1996, the Court stayed the rate desgeardered by the WUTC. The Court granted thestagding a decision on the Company's
appeal. Effective May 1, 1996, the Company begdleaing revenues subject to refund with inter@$te Company expects its appeal to be
successful and plans not to accrue any of the ata@ubject to refund. However, an adverse judgraerihe appeal would have a significant
impact on the Company's future results of operatidime Company expects the Court to rule on thealpp November 1996.

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits
Exhibit No.

12 Statement regarding computation of ear nings to fixed charges ratio of
U S WEST Communications, Inc.

27 Financial Data Schedule

(b) Reports on Form 8-K Filed During the Third Qeaof 1996:

(i) No reports on Form 8-K were filed.
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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.

/sl ALLAN R SPIES

U S WEST Conmmunications, Inc.

Allan R Spies

Vice President and Controller

Novenber 13, 1996



EXHIBIT 12

U S WEST Communications, Inc.
RATIO OF EARNINGS TO FIXED CHARGES

(Dollars in Millions)

9
Income before income taxes, extraordinary
item and cumulative effect of change in
accounting principle
Interest expense (net of amounts capitalized)
Interest factor on rentals (1/3)

Earnings

Interest expense
Interest factor on rentals (1/3)

Fixed charges

Ratio of earnings to fixed charges

9
Income before income taxes, extraordinary
item and cumulative effect of change in
accounting principle
Interest expense (net of amounts capitalized)
Interest factor on rentals (1/3)

Earnings

Interest expense
Interest factor on rentals (1/3)

Fixed charges

Ratio of earnings to fixed charges

Quarter Ended
/30/96 9/30/95

$477 $478
104 98
12 13
$593 $589
105 109
12 13
$117 $122
5.07 4.83

Year-to-Date
/30/96 9/30/95

$1,500  $1,460
308 284
41 44

337 314
41 44

$378  $358

489  4.99



ARTICLE 5
CIK: 0000068622

NAME: U S WEST COMMUNICATIONS, INC

MULTIPLIER: 1,000,000

PERIOD TYPE 3 MOS 9 MOS
FISCAL YEAR END DEC 31 199 DEC 31 199
PERIOD END SEP 30 199 SEP 30 199
CASH 94 94
SECURITIES 0 0
RECEIVABLES 1,53¢ 1,53¢
ALLOWANCES 0 0
INVENTORY 124 124
CURRENT ASSET¢ 2,02¢ 2,02¢
PP&E 31,93¢ 31,93¢
DEPRECIATION 18,20« 18,20«
TOTAL ASSETS 16,51t 16,51t
CURRENT LIABILITIES 3,51( 3,51(
BONDS 5,37¢ 5,37¢
PREFERRED MANDATORY 0 0
PREFERREL 0 0
COMMON 7,60¢ 7,60:
OTHER SE (3,617 (3,617
TOTAL LIABILITY AND EQUITY 16,51t 16,51t
SALES 2,45¢ 7,30
TOTAL REVENUES 2,45¢ 7,30
CGS 0 0
TOTAL COSTS 0 0
OTHER EXPENSE¢ 1,86 5,627
LOSS PROVISION 0 0
INTEREST EXPENSE 104 30¢
INCOME PRETAX 477 1,50¢
INCOME TAX 182 574
INCOME CONTINUING 294 92€
DISCONTINUED 0 0
EXTRAORDINARY 0 0
CHANGES 0 34
NET INCOME 294 96(
EPS PRIMARY 0 0
EPS DILUTED 0 0
End of Filing
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