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Operating revenues:
Local services
Access services
Long-distance services
Other services

Total operating revenues

Operating expenses:
Employee-related expenses

Other operating expenses
Depreciation and amortization

Total operating expenses

Operating income

Other expense:
Interest expense
Other expense-net

Total other expense-net

Income before income taxes
Provision for income taxes

Net income

U S WEST Communications, Inc.

CONSOLIDATED STATEMENTS OF INCOME

(unaudited)

Quarter Ended
1999
(dollars in

$1,867
681
171

The accompanying notes are an integral part o€dimsolidated financial statements.
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March 31,
1998
millions)

$1,730
665
201



March 31, December 31,
1999 1998
(unaudited)
(dollars in millions)
ASSETS
Current assets:
Cash and cash equivalents $50 $68
Accounts receivable, less allowance for uncollec tibles of
$48 and $55, respectively 1,582 1,619
Inventories and supplies 179 154
Deferred tax assets 120 113
Prepaid and other 110 61
Total current assets 2,041 2,015
Property, plant and equipment-net 14,859 14,681
Other assets-net 921 882
Total assets $17,821 $17,578
LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:
Short-term debt $864 $789
Accounts payable 1,397 1,411
Accrued expenses 1,551 1,383
Advanced billings and customer deposits 333 326
Total current liabilities 4,145 3,909
Long-term debt 5,155 5,154
Postretirement and other postemployment benefit obl igations 2,428 2,458
Deferred income taxes 941 898
Unamortized investment tax credits 159 159
Deferred credits and other 533 537
Commitments and Contingencies
Stockholder's equity:
Common stock-one share without par value, owned by parent 8,077 8,080
Cumulative deficit (3,617) (3,617)
Total stockholder's equity 4,460 4,463
Total liabilities and stockholder's equity $17,821 $17,578

U S WEST Communications, Inc.
CONSOLIDATED BALANCE SHEETS

The accompanying notes are an integral part oftimsolidated financial statements.
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U S WEST Communications, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
Quarter Ended March 31,
1999 1998
(dolla rs in millions)
OPERATING ACTIVITIES
Net income $ 369 $374
Adjustments to net income:
Depreciation and amortization 585 518
Deferred income taxes and amortization of inv estment tax credits 31 62
Changes in operating assets and liabilities:
Accounts receivable 37 76
Inventories, supplies and other current asset s ( 86) (26)
Accounts payable, accrued expenses and advanc ed billings 145 97
Other ( 68) (12)
Cash provided by operating activities 1, 013 1,089
INVESTING ACTIVITIES
Expenditures for property, plant and equipment 7 30) (550)
Proceeds from (payments on) disposals of propert y, plant and equipment (8) 19
Other - (18)
Cash used for investing activities 7 38) (549)
FINANCING ACTIVITIES
Net proceeds from (repayments of) short-term deb t 216 (62)
Repayments of long-term debt @ 81) (23)
Dividends paid on common stock 3 28) (192)
Cash used for financing activities 2 93) 277)
CASH AND CASH EQUIVALENTS
Increase (decrease) ( 18) 263
Beginning balance 68 26
Ending balance $50 $289

The accompanying notes are an integral part of¢imsolidated financial statements.
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U S WEST Communications, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 1999
(unaudited)

(dollars in millions)
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation. The consolidated finantéements include accounts of U S WEST Communieatimc. (the "Company"), and its
wholly owned subsidiaries. We are a wholly ownebssdiary of U S WEST, Inc. ("U S WEST").

The consolidated interim financial statements ar@udited. The financial statements have been pedparaccordance with the instructions
for Form 10-Q and, therefore, do not necessarijunhe all information and footnotes required by eaifly accepted accounting principles. In
our opinion, all adjustments (consisting only ofmal recurring adjustments) necessary to preséht taur consolidated financial position,
results of operations and cash flows as of MargHL999 and for all periods presented have been nfddestatements are subject to year-end
audit adjustment. A description of our accountingjgies and other financial information are inclddae the audited consolidated financial
statements filed with the Securities and Exchang@@ission in our Form 10-K/A for the year ended &aber 31, 1998. The consolidated
results of operations for the quarter ended Mafdghl899 are not necessarily indicative of the tesetpected for the full year.

Certain reclassifications of prior period revenu®ants have been made to conform to the curremtpreaentation.

On January 1, 1999, we adopted the accounting goms required by the American Institute of CegtifiPublic Accountants' Statement of
Position ("SOP") 98-1, "Accounting for the CostsQdmputer Software Developed or Obtained for Irdktise." SOP 98-1, among other
things, requires that certain costs of internalscfevare, whether purchased or developed intarriadl capitalized and amortized over the
estimated useful life of the software. Adoptiortled SOP resulted in an increase in net incomehfoguiarter ended March 31, 1999 of $40.
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NOTE 2: SEGMENT INFORMATION

We operate in three segments: retail services, egladd services and network services. The retailcgsr segment provides local telephone
services, including wireless, data and long-distaservices. The wholesale services segment proaittEss services that connect customers
to the facilities of interexchange carriers an@iiobnnection to our telecommunications networkamgetitive local exchange carriers. Our
network services segment provides access to e@odeimunications network, including our informattenhnologies, primarily to our retail
services and wholesale services segments. We grouvdservices to more than 25 million residergtiad business customers in Arizona,
Colorado, Idaho, lowa, Minnesota, Montana, Nebrakleav Mexico, North Dakota, Oregon, South DakottHJ)Washington and Wyoming.

Following is a breakout of our segments, which Iesn extracted from the financial statements of WESST. Separate segment data is not
provided to our chief operating decision-makertfer Company. Certain revenues and expenses of ESTVdre included in the segment
data, which have been eliminated in the reconciligs column. Additionally, because significanperses of operating the retail services
and wholesale services segments are not allocathe segments for decision-making purposes, mamagiedoes not believe the segment
margins are representative of the actual operaéiaglts of the segments. The margin for the ret@iices and wholesale services segments
excludes network and corporate expenses. The mimgihe network services segment excludes corpaapense. The "other" category
includes our corporate expenses. Asset informdtyosegment is not provided to our chief operatiagisionmaker. The communications &

Total Communications and

Retail Wholesale Network Related Reconciling Consolida ted
Services Services Service s Services Other Iltems Total
1999
Operating
revenues $2,169 $691 $ 50 $2,910 $- $(117) $2 , 793
Margin 1,505 530 6 85) 1,350 (35) (730) 585(1)
Capital
expenditures 111(2) 31 6 38 780 - (50) 730
1998
Operating
revenues 2,067 635 45 2,747 - (78) 2 ,669
Margin 1,564 510 6 76) 1,398 (108) (683) 607(1)
Capital
expenditures 118(2) - 3 91 509 7 34 550



(1) Represents income before income taxes. Adjugsrtbat are made to the total of the segmentgim#w arrive at income before income
taxes include the following:

Quarter Ended March 31,

1999 199 8

Costs and adjustments excluded from segment data bu tincluded in

the consolidated total:

Taxes other than income taxes $87 $93

Depreciation and amortization 585 518

Interest expense 89 91

Other expense-net 12 27

Other charges applicable to U S WEST, Inc. (43) (46 )
$730 $683

(2) Capital expenditures reported for the retaiVises segment include only expenditures for wiglservices. Additional capital expenditt
relating to those services are included in netvaenivices capital expenditures.

In addition to the operating revenues disclosed/ebmtersegment operating revenues of the redaiices segment were $6 and $6 for the
quarters ended March 31, 1999 and 1998, respegctiveersegment operating revenues of the netwerkices segment were $17 and $18 for
the quarters ended March 31, 1999 and 1998, regplct

NOTE 3: COMMITMENTS AND CONTINGENCIES
Commitments

We have entered into an agreement with Olympic ént@s of the United States to sponsor the 2002La#k City Winter Olympics and the
U.S. Olympic Teams through 2004. As of March 3199, 9ve have a remaining commitment of $49 to bd paa combination of cash and
services through 2004.

Contingencies
We have the following pending regulatory actions:

Oregon. On May 1, 1996, the Oregon Public Utilit@@ammission ("OPUC") approved a stipulation terrtim@prematurely our alternative
form of regulation ("AFOR") plan and it then undmk a review of our earnings. In May 1997, the ORWered us to reduce our annual
revenues by $97, effective May 1, 1997, and toessone-time refund, including interest, of appmadely $102 to reflect the revenue
reduction for the period May 1, 1996 through AR, 1997. This one-time refund for interim ratesdme subject to refund when our AFOR
plan was terminated on May 1, 1996.

We filed an appeal of the order and asked for anédiate stay of the refund with the Oregon Cir@gatrt which granted our request for a
stay, pending a full review of the OPUC's order.F@bruary 19, 1998, the Oregon Circuit Court emtergudgment in our favor on most of
the appealed issues. The OPUC appealed to the ©famat of Appeals on March 19, 1998, and the apeeaains pending. We continue to
charge interim rates, subject to refund, duringgéedency of that appeal. The potential exposnodyding interest, at March 31, 1999, is not
expected to exceed $350.

Utah. The Utah Supreme Court has remanded a UtalicF3ervice Commission ("UPSC") order to the UHSChearing, thereby establish
two exceptions to the rule against retroactivemateng: i) unforeseen and extraordinary events,idmdisconduct. The UPSC's initial order
denied a refund request from interexchange caraiedsother parties related to the Tax Reform Ad&3986. On April 19, 1999, the UPSC
approved a settlement whereby we will refund $48upUtah basic exchange service customers. Itiaddthe UPSC approved a settlement
with certain exchange carriers settling those eesticlaims for $3.



State Regulatory Accruals. We have accrued $288ath 31, 1999, which represents our estimatedlilials for all state regulatory
proceedings. It is possible that the ultimate liibs could exceed the amounts accrued by apprately $175. We will continue to monitor
and evaluate the risks associated with our regylgnisdictions and will adjust estimates as nefoeimation becomes available.

Other Contingencies. In December 1998, we werarnméad of the possibility of a claim by a purportdass challenging the transfer of
approximately $54 from the U S WEST pension traghe U S WEST health care trust to pay retireeicaexpenses pursuant to Section
420 of the Internal Revenue Code of 1986, as antkile believe that this transfer complied with dpplicable law and the associated plan
documents. We plan to vigorously defend any suaimcif and when it is asserted.

We are subject to other legal proceedings and sléuat arise in the ordinary course of businesthodigh there can be no assurance of the
ultimate disposition of these matters, it is mamaget's opinion, based upon the information avadalblthis time, that the expected outcome,
individually or in the aggregate, will not have aterial adverse effect on our results of operatamsfinancial position.
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ITEM 2. Management's Discussion and Analysis of Fiancial Condition and Results
of Operations (dollars in millions) Special Notegaeding Forward-Looking Statements

Some of the information presented in this Form 16e@stitutes "forward-looking statements" withie thneaning of the Private Securities
Litigation Reform Act of 1995. Although U S WEST @munications, Inc. (the "Company", which may alsaréferred to as "we," "us" or
"our") believes that its expectations are basetkasonable assumptions within the bounds of itsvientge of its businesses and operations,
there can be no assurance that actual resultsetilliffer materially from our expectations. Fasttinat could cause actual results to differ
from expectations include:

o greater than anticipated competition from newaertis into the local exchange, intraLATA (local @ss transport area) toll, wireless and
markets, causing loss of customers and increasesl gympetition;

o changes in demand for our products and seniitelsding optional custom calling features;

o higher than anticipated employee levels, capipkenditures and operating expenses (such asasssisiated with interconnection and Year
2000 remediation);

o the loss of significant customers;

o pending and future state and federal regulatbanges affecting the telecommunications industigluiding changes that could have an
impact on the competitive environment in the laathange market;

0 a change in economic conditions in the variouskata served by our operations;

o higher than anticipated start-up costs associaidnew business opportunities;

o delays in our ability to begin offering interLATIAng-distance services;

o consumer acceptance of broadband services, inglbelephony, data, and wireless services; and

o delays in the development of anticipated techgiel or the failure of such technologies to penfaccording to expectations.

These cautionary statements should not be consamad exhaustive list or as any admission by gerding the adequacy of the disclosures.
We cannot always predict or determine after thevidmat factors would cause actual results to diffeterially from those indicated by our
forward-looking statements or other statementadidition, consider statements that include the ¢e€tmlieves," "belief," "expects,” "plans,"
"objectives," "anticipates," "intends," or the liteebe uncertain and forward-looking. All cautiopatatements should be read as being
applicable to all forward-looking statements wherethey appear.

We do not undertake any obligation to publicly ugedar revise any forward-looking statements, whettsea result of new information, future
events or otherwise. In light of these risks, utaiaties and assumptions, the forward-looking eveicussed herein might not occur.

Results of Operations
Quarter Ended March 31, 1999 Compared with QuarterEnded March 31, 1998

Net income for the quarter ended March 31, 199%, $&69 compared to $374 for the quarter ended Match998. While the Compat
experienced a 4.6% increase in revenues, the sem@as substantially offset by increases in exmettssupport our growth initiatives,
enhanced customer service and greater networkndeitdnnection costs.

The following sections provide a more detailed déston of the changes in revenues and expenses.
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Operating Revenues

Quarter Ended

March 31,
1999 1998 Increas e
Local services revenues $1,867 $1,730 $137 7.9%

Local services revenues. Local services revenwhsda basic monthly service fees, fees for caliagyices, such as voice messaging and
caller identification, wireless revenues, subsardmess line charges, MegaBit (Trademark) datacesy, public phone revenues, and
installation and connection charges. State pulklicise commissions regulate most local servicesrate

Local services revenues increased in 1999 dueljarg@ccess line growth, increased sales of @abiervices and increased wireless revel
Second line additions by residential and smalliess customers contributed to access line growetta@aontinuing demand for Internet
access and data transport capabilities. As ofrildeoéthe first quarter of 1999, we had added 589 &dditional access lines, an increase of
3.5% over the first quarter of 1998. Of this in@®asecond line installations accounted for 251|D@3, an increase of 17.8% compared with
the first quarter of 1998. Offsetting these incessawere net regulatory rate adjustments and retatedials of $6.

While the number of access lines, sales of callienyices and associated revenues increased in tt@9§rowth rate has declined from 1998.
The decline in the growth rate was primarily atitéble to increased competition as well as ouroeust retention strategy of offering bunc

of services to customers at lower prices in refarrentering into longer-term contracts. Additidgakome business customers have opted to
migrate from multiple single lines to high capadibes, which decreases local services revenuembrgases access services revenues. We
believe we will continue to experience decliningwgth rates as the level of customer demand slowscampetition increases. Additionally,
we are planning the sale of approximately 500,0@@ss lines that accounted for 3.8% of fiscal 1888l services revenues. While the sal
expected to provide us with a one-time gain in 1809000, the sale will negatively impact futureeeue growth.
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Quarter Ended

March 31,
1999 1998 Increase
Access services revenues $681 $665 $16 2.4%

Access services revenues. Access services revareidgrived primarily from charging interexchangeriers, such as AT&T and MCI
WorldCom, for use of our local network to conneastomers to their long-distance networks. Thesemees are generated from both
interstate and intrastate services.

Access services revenues increased due to greatemdl for both interstate and intrastate accesgesr The volume of interstate and
intrastate access minutes billed increased 6.6%5&%, respectively, in the first quarter of 1998npared to the first quarter of 1998. Rate
decreases of $14 and $17 for interstate and iateatcess services, respectively, offset increasmmand. The net impact of increased
demand, offset by rate reductions, was to incre@dsestate access services revenues by $41 or &/@%the comparable quarter in 1998,
while the intrastate access services revenuesatantdoy $9 or 4.4% over the comparable quarte®dd8.1While we anticipate increased
demand for access services will continue, the effecate reductions is anticipated to continuedase a decline in intrastate access services
revenues. Revenues from local number portabilityictvwe began billing in February 1999, accountedah additional $5 increase.
Additionally, 1998 revenues were favorably impadbgdch $20 regulatory rate adjustment.

Quarter Ended

March 31,
1999 1998 Decr ease
Long-distance services revenues $171 $201  $(30) (14.9)%

Long-distance services revenues. Long-distancecesrvevenues are derived from customer callsdations outside of their local calling
area but within the same LATA. The decrease indistance services revenues was primarily attrifdetéo greater competition, resulting in
a $20 revenue decline and rate reductions accotmtdke remainder of the revenue loss. As of M&@th1999, in ten of the 14 states in
which we operate, customers are able to choos#eanative provider for intraLATA calls without diag a special access code when placing
the call.

We believe we will continue to experience furtheclihes in long-distance services revenues asatgylactions provide for increased levels
of competition. We are responding to competitiamtigh competitive pricing of intraLATA long-distamservices and increased promotional
efforts to retain customers. See "Special Note Riga Forward-Looking Statements" on page 10.

Quarter Ended

March 31,
1999 1998 Increas e
Other services revenues $74  $73 $1 1 A%

12



Other services revenues. Other services revenakslbillings and collections for interexchangeriess and customer equipment sales.
Operating Expenses

Quarter Ended

March 31,
1999 1998 Inc rease
Employee-related expenses $893 $822 $71 8.6%

Employee-related expenses. Employee-related expémdede salaries and wages, benefits, payroigand contract labor.

Employee-related expenses increased because oftgioseveral sectors of the business, primarikel@ss communications, resulting in
increased employee levels. Additionally, increasmehmitments towards improving customer servicdutiog meeting requests for
installation and repair services, resulted in highbor costs. Across-the-board wage increasescalswibuted to the increase in employee-
related expenses. Partially offsetting these irsgeavas a $19 pension credit in 1999 comparedid gension credit in 1998. In addition,
$13 of employee-related expenses associated wittl@gng internal use software were capitalized989 due to the adoption of AICPA
Statement of Position ("SOP") 98-1, "Accounting tioee Costs of Computer Software Developed or Obthfor Internal Use", effective
January 1, 1999.
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Quarter Ended

March 31,
1999 1998 Inc rease
Other operating expenses $629 $604  $25 4.1%

Other operating expenses. Other operating expémslesle access charges paid to independent lochbege carriers for the routing of long-
distance traffic through their facilities and otlsetling, general and administrative costs.

The increase in other operating expenses was phynadtributable to the following:

o increased costs of product sales associatedgnathith initiatives, including wireless handset sombd costs applicable to our data
communication services,

o higher marketing and advertising costs for wisldata communication services and calling serv&esh as caller identification,
o higher interconnection, local number portabitityd Year 2000 remediation costs, and

o higher access charge expenses resulting fromgsuthat require us to pay reciprocal compensatiather local exchange carriers for calls
that originate on our network and terminate on olbeal exchange carriers' networks.

Partially offsetting the increase in other opemgixpenses was the effect of capitalizing $51 pkeeses associated with developing internal
use software in accordance with SOP 98-1. Additlgnae incurred lower property taxes due to favmeasettlement of outstanding
assessments.

Quarter Ended

March 31,
1999 1998 In crease
Depreciation and amortization expense $585 $518 $67 12.9%

Depreciation and amortization expense. Depreciaimhamortization expense increased primarily duggher overall property, plant and
equipment balances resulting from continued investin our network. Additionally, the asset livdscertain assets were reduced, reflecting
changes in technology, causing greater depreciatipense.
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Quarter Ended

March 31,
1999 1998 D ecrease
Other expense-net $101  $118 $(17) (14.4)%

Other expense-net. Interest expense remained temiség $89 in 1999 compared to $91 in 1998. Afsduided in other expense-net, were
other expenses of $12 in 1999 compared to $2798.1Bhe reduction in 1999 was primarily attributats higher contributions to an
affiliated foundation in 1998 and higher intereststate tax audits in 1998.

Quarter Ended

March-31, Incr ease
1999 1998 (Decr ease)
Segment margin results:
Retail segment $1,505 $1,564 $(59) (3.8)%
Wholesale segment 530 510 20 3.9%
Network segment (685) (676) 9) (1.3)%

Segment results. For segment reporting purposgs)esg margins exclude certain costs and expensgading depreciation and
amortization, corporate expenses and taxes otharititome. See Note 2 to the consolidated finastaéments.

Margin from the retail services segment decreasedtid operating expenses increasing at a gredéesthan revenue growth. Revenue from
the retail services segment increased 4.9% fofitgtequarter of 1999 over the comparable 1998quknprimarily due to growth in local
services revenue. The revenue increase was mareffset by the higher operating expenses drivegrbwth initiatives and increased
customer service costs. Margin from the wholesateises segment increased as a result of greatesutib for access services, partially offset
by price reductions as mandated by both federaktatd regulatory authorities and higher operativgs, including greater interconnection
costs and additional access charge expenses. Maogirthe network services segment decreased esult bf expenditures to support gro

in both the retail and wholesale services segments.
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Quarter Ended

March-31,
1999 1998 Dec rease
Provision for income taxes $216 $233  $(17) (7.3)%

Provision for income taxes. The decrease in theigian for income taxes corresponds with the desgéa income before income taxes.
Risk Management

Over time, we are exposed to market risks arisiagpfchanges in interest rates. The objective ofiterest rate risk management program is
to manage the level and volatility of our interespense. We may employ derivative financial insenata to manage our interest rate risk
exposure. We have also employed financial derieatio hedge interest rate and foreign currencysxpes associated with particular debt
issues to synthetically obtain below market interates. We do not use derivative financial insteats for trading purposes.

As of March 31, 1999 and December 31, 1998, apprately $217 and $123, respectively, of floatingrd¢bt was exposed to changes in
interest rates. This exposure is primarily linkecdmmercial paper rates. A hypothetical 10% chamgemmercial paper rates would not
have had a material effect on our earnings. As afdil 31, 1999 and December 31, 1998, we also hadu$d $228, respectively, of long-
term fixed rate debt obligations maturing in thiédiwing 12 months. Any new debt obtained to refioathis debt would be exposed to
changes in interest rates. A hypothetical 10% caamghe interest rates on this debt would not Heada material effect on our earnings.

As of December 31, 1998, we had interest rate swadthsnotional amounts of $155. The swaps synthd#tidransformed certain of the
Company's floating rate issues into fixed rategdilons. The swaps and associated debt issuednvdepeed to two-and 10-year constant
maturity U.S. Treasury rates. Any gains (lossesthemnswaps were offset by losses (gains) on theceded debt instruments. As of March 31,
1999, all outstanding interest rate swaps and hedated debt instruments have matured.

As of March 31, 1999 and December 31, 1998, wedisalentered into cross-currency swaps with notiamounts of $204. The cross-
currency swaps synthetically transform $169 and2&if8Swiss Franc borrowings at March 31, 1999 aaddinber 31, 1998, respectively,
into U.S. dollar obligations. Any gains (losses)tba cross-currency swaps would be offset by lo&s@iss) on the Swiss Franc debt
obligations.
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Recent Regulatory Developments

Interconnection. The Federal Communications Comoms€FCC") issued an order (the "Order") in 1986ating to the Telecommunications
Act of 1996 ("Act") that established interconnentimosting and pricing rules which, from our perdpeg significantly impeded negotiations
with new entrants to the local exchange markete gtablic utility commission interconnection rulekitegs and interconnection arbitration
proceedings.

On January 25, 1999, the U.S. Supreme Court ("Supi@ourt") issued a ruling on our appeal of thee@rdlthough the decision stated that
the Act was ambiguous and self-contradictory, ther&me Court ruled that:

o the FCC has authority to set pricing methodology;
o unbundled network elements must be provided sesavhere necessary or the lack of availabilityld/gupair competition;

o Incumbent local exchange companies ("ILECs") rsefiton a bundled basis, at the competitive legahange carriers' ("CLECSs") request,
network elements the ILEC uses itself on a bundkesis; and

0 CLECs may pick and choose pricing or other tesn conditions from multiple contracts within camthounds.

The impact of the Supreme Court ruling is uncléaces state regulatory commissions generally foltber FCC's pricing and unbundling
requirements in setting unbundled network elemenep. On April 16, 1999, the FCC issued a Furthetice of Proposal Rulemaking
("FNPRM") to address how it should interpret thec¢assary and impair" standard and which specifiwarx elements the FCC should
require ILECs to unbundle. We expect further revathe legality of the FCC's pricing rules willag at the Eighth Circuit Court of
Appeals.

InterLATA Long-Distance Entry. Several regional Baberating companies have filed for entry into ithterLATA long-distance business.
Although many of these applications have been autby state regulatory commissions, the FCC Hastesl all applications to date.

We view entry into this business as important tositategy of providing an integrated bundle of/gms to our customers. In 1999, we
withdrew our applications to enter the interLATAgpdistance business in Wyoming and Montana bufilee an application in Arizona. In
April 1999, the Nebraska Public Service Commissiaticated it needed additional information beforaking a recommendation to the FCC.
We expect our application to be forwarded to th&€Rar its review later in 1999.

Access Reform. In its access reform order, the F@@dated a substantial restructuring of intergtabess pricing. A significant portion of
the services that were charged using minutes-optisiang are now being charged using a combinatfominutes-of-use rates, flat-rate pre-
subscribed interexchange carrier charges ("PIC&sd)subscriber line charges ("SLCs"). Althoughramméase in the SLC to multi-line
business users occurred on July 1, 1997, the Bulheanandated pricing changes occurred on Jariyar998. Additional mandated pricing
changes occurred on January 1, 1999 and more evithplemented on July 1, 1999 and January 1 of 20002001. The net effect of these
changes will be to decrease minutes-of-use changgéncrease flat-rate charges (i.e., PICCs andsgLC

The access reform order also continued in placedh@nt rules by which ILECs may not assess ita@saccess charges on information
service providers and purchasers of unbundled m&telements.

In February 1999, the FCC issued an order decldhiaginternet traffic is interstate and openedarpeding to determine the appropriate
regulatory structure. The FCC allowed no changbéncurrent agreements for reciprocal compensatitnCLECs until it rules on this
matter. A ruling is expected in the summer of 1999.

Advanced Telecommunications Services. On MarcH 829, the FCC issued an order establishing expacalextation requirements for bc
conventional voice and advanced services. The H&Cissued a FNPRM on "line sharing.” Line shaatigws a CLEC to provide advanced
services over the same loop that the ILEC usesagige analog voice service. We are currently neinig the legal and regulatory
ramifications of these orders.
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Contingencies
We have pending regulatory actions in local reguiajurisdictions. See Note-3 to the consolidaiedricial statements.
Other Items

From time to time, we engage in discussions reggrdéstructurings, dispositions, acquisitions atiéosimilar transactions. Any such
transaction could include, among other things tthesfer, sale or acquisition of significant assetsinesses or interests, including joint
ventures, or the incurrence, assumption or refiimgnaf indebtedness, and could be material to mamntcial condition and results of
operations. There is no assurance that any suchgadi®ns will result in the consummation of anytstransaction. Year 2000 Costs

Background. We have conducted a comprehensivewesfi@ur computer-based systems and related sadtevad are taking measures to
ensure that such systems will properly recognizeyfar 2000 and continue to process beyond Decedibd®99. The systems we evaluated
include systems within (i) the Public Switched T#dene Network (the "Network"), (ii) Information Teologies ("IT"), and (iii) individual
Business Units (the "Business Units").

The Network, which processes voice and data infaonaelating to our core communications businesiées on remote switches, central
office equipment, interoffice equipment and loagmsport equipment that is predominantly providedsdy telecommunications network
vendors. IT is comprised of our internal busingsteans that employ hardware and software on ampige-wide basis, including
operational, financial and administrative functiofile Business Units, which include internal orgations such as finance, procurement,
directory services, operator services, wirelest datworks, real estate, etc., employ systemsstigiort desktop and departmental
applications, as well as embedded computer chimtdogies, which relate specifically to each of Buisiness Unit's functions and generally
are not part of the Network or IT.

We have approached year 2000 remediation actithieagh five general phases: (i) inventory/assessntii) planning, (iii) conversion,

(iv) testing/certification and (v) implementatiohdditionally, we are continuously monitoring andgroving our year 2000 related activities
and progress, communicating with our customersvandors, participating in cooperative testing vathers and taking steps to assure that
we have contingency plans in place prior to the &@tB99. These activities will continue through&989.

Network update. With regard to the Network, wewsogking with our telecommunications network vendmr®btain and convert to complii
releases of hardware and software. We also atedest our own initiative, in cooperation with t&n of our customers and vendors, and in
cooperation with other major wireline telecommutimas companies, network equipment over multipleficurations involving a broad
spectrum of services. Toward this end, we partteipathe Telco Year 2000 Forum (the "Forum"), agamization that addresses the year
2000 readiness of network elements and networkapézability. The Forum has contracted with Tel@@i@ormerly known as Bellcore), a
former affiliate engaged in telecommunications stdyresearch, development and maintenance aeyid engage in inter-region
interoperability testing and no significant isshese been found to date. We also participate if-D€'s Network Reliability and
Interoperability Council IV working group, which iasked to evaluate the year 2000 readiness gfubkc telecommunications network, and
in the Alliance for Telecommunications Industry @ans ("ATIS"), which is testing inter-network arbperability, and which, in conjunction
with the Cellular Telecommunications Industry Adation ("CTIA"), is testing network interoperabifitvith wireless networks. Our
inventory/assessment, planning and conversion gHas¢he Network are complete. The network tegtiedification phase was
approximately 99% complete as of March 31, 1999wadnticipate that this phase will be completerduthe second quarter of 1999.
Cooperative testing with certain customers, vendadsother telecommunications companies is expeotedntinue during 1999. As of
March 31, 1999, approximately 93% of our Netwonkegliation implementation was complete, with conmgptebf the remainder anticipated
by July 1999. We have initiated Network contingeptanning activities and approximately 50% of téicpated Network contingency
planning activities were complete as of March 399 We anticipate that the remainder of our Nekwoamtingency planning activities will
be complete by mid-1999.
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IT update. Within IT, we have identified approximigt570 applications that support our critical Imesis processes, such as billing and
collections, network monitoring, repair and ordgrifihe inventory/assessment and planning phasesiébr IT applications are complete. As
of March 31, 1999, approximately 97% of IT conversactivities, 92% of IT testing activities and 89T implementation had been
completed. We anticipate that each of these pHas¢§ will be complete by July 1999. IT continggnglanning activities are approximately
50% complete and we anticipate that the remaindeb& complete by mid-1999.

Business Units update. Within our Business Unitis, @stimated that as of March 31, 1999, approteiya 00% of the inventory/assessment
activity, 100% of the planning activity, 80% of thenversion activity and 70% of the testing andediation implementation activities were
complete. We anticipate that each of these phaslelsencomplete in the Business Units for majorwersions and upgrades by the end of the
third quarter of 1999. We have recently initiatagsBiess Unit contingency planning activities andamticipate those will be complete by
mid-1999.

Costs relating to year 2000. We have spent appiateiyn $169 from the beginning of 1997 through the ef the first quarter of 1999 on year
2000 projects and activities. We estimate thattaaidil costs for year 2000 related projects anivities will be approximately $98. Virtually
all year 2000 related expenditures are being fuidiemligh operations. Though year 2000 costs widlally impact the reported level of futt
net income, we intend to control our total costictiure, including deferral of non-critical projettsfuture years, in an effort to mitigate the
impact of year 2000 costs on our historical ratearhings growth. The estimates stated above éjeciuo change. The timing of our
expenses may vary and is not necessarily indicafiveadiness efforts or progress to date.

Contingency plan. We cannot provide assurancethieatesults of our year 2000 compliance effortthercosts of such efforts will not differ
materially from estimates. Accordingly, we are dep@g year 2000 specific business continuity aodtingency plans to address high risk
areas as they are identified. Our year 2000 coetiog planning activities will include training ofigis managers on year 2000 issues and
potential business impacts to their particular pescareas, reviewing and modifying existing busimmestinuity plans to address year 2000
issues and establishing rapid response teams ameh@oications procedures for each of the majoraaiitoperations and facilities to handle
potential post-implementation year 2000 failurese3e year 2000 specific contingency planning d&/are to be in place by the third
quarter of 1999. In addition, we have in place standard overall business continuity, contingenay disaster recovery plans (such as diesel
generator back-up power supply sources for our NikwWNetwork rerouting capabilities, computer datal records safe-keeping and back-up
and recovery procedures) which will be verifiedd @s appropriate, augmented for specific year 2006ingencies.

Dependencies. Within Network, we are highly depend@on our telecommunications network vendorsrtwide year 2000 compliant
hardware and software in a timely manner, and d garties that are assisting us in the focusstintg and implementation phases regarding
the Network. Because of these dependencies, wedwwatoped and implemented a vendor compliancesgsowhereby we have obtained
written assurances of timely year 2000 compliamemfmost of our critical vendors (not only for Neik, but also for IT and the Business
Units). In addition, we monitor and actively paipiate in coordinated Network testing activitiesgdacussed above, with respect to the
Forum, ATIS and Telcordia. Within IT, we dependtba development of software by experts, both irgleamd external, and the availability
of critical resources with the requisite skill s&dgcause of this dependency, we have developeadetktimetables, resource plans and
standardized year 2000 testing requirements fartiiiked critical applications (irrespective of whet these applications are used primarily by
IT, the Network or the Business Units). Within tesiness Units, we are dependent on vendor supgiieds and services and operability of
the Network and critical IT and Business Unit sfie@pplications. Because of these dependenciesravéanplementing the same type of
vendor compliance processes and application plgreniwl testing processes at the Business Unitssassded above with respect to the
Network and IT. Overall, we have sought compliaassurances from approximately 6,750 vendors comzpapproximately 28,900 produ
and have received assurances for approximately@t®ose products as of March 31, 1999. During 1989will continue to pursue
assurances of timely year 2000 compliance for ¢neaining critical vendors.

As with any large-scale computer-related projechsas year 2000 remediation, the testing phaseretpyre resources in excess of other
project phases and the other project phases maifdmed by and dependent upon the results oft$ting phase.
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Summary. In management's view, the most reasotliibly worse case scenario for year 2000 failurespects we face is that a limited
number of important IT and/or Business Unit spedpplications may unexpectedly fail. In addititrere may be problems with the Netw
relating to the year 2000. Our failure or the faglby certain of our vendors to remediate year 2@00pliance issues in advance of the year
2000 and to execute appropriate contingency plattsel event that a critical failure is experiencamlld result in disruption of our operatio
possibly impacting the Network and impairing ouilibto bill or collect revenues. However, whil® mssurance can be given, management
believes that our efforts at remediation and tgstyear 2000 specific contingency planning, and-aVéusiness continuity, contingency and
disaster recovery planning will likely be successfind that the aforementioned "worse case scenarimlikely to develop or significantly
disrupt our financial operations.

The above discussion regarding year 2000 conta@rg/retatements that are "forward-looking" withie theaning of the Reform Act.
Although we believe that our estimates are basegasonable assumptions, we cannot assure thal eesults will not differ materially froi
these expectations or estimates. See "SpecialRegarding Forward-Looking Statements" on page 10.

New Accounting Standards

On June 15, 1998, the Financial Accounting StarglBahrd issued Financial Accounting Standards ("FA®. 133, "Accounting for
Derivative Instruments and Hedging Activities." $istatement establishes accounting and reportamglatds for derivative instruments and
for hedging activities. FAS No. 133 requires, amottter things, that all derivative instruments éeognized at fair value as assets or
liabilities on the balance sheet and that changéaiii value generally be recognized currentlyannéngs unless specific criteria are met. The
standard is effective for fiscal years beginningrfune 15, 1999, though earlier adoption is peohi Financial statement impacts of
adopting the new standard depend upon the amodntatnre of the future use of derivative instrurseantd their relative changes in valua
over time. Had we adopted FAS No. 133 in 1999nitsact on the financial statements would not haaenbmaterial.

20



PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

The Company and its subsidiaries are subject imsland proceedings arising in the ordinary coofdausiness. At the Company, there are
pending certain regulatory actions in local requiajurisdictions. For a discussion of these adj@ee "Note 3 - Commitments and
Contingencies" to the Consolidated Financial Statam

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

(2a) Articles of Merger including the Plan of Merdgmtween The Mountain States Telephone and TelagE@mpany (renamed U S WEST
Communications, Inc.) and Northwestern Bell Telegh@ompany. (Incorporated herein by this refereadexhibit 2a to Form SE filed on
January 8, 1991, File No. 1-3040).

(2b) Articles of Merger including the Plan of Merdeetween The Mountain States Telephone and Tgdagtampany (renamed U S WEST
Communications, Inc.) and Pacific Northwest Belleplhone Company. (Incorporated herein by this egfee to Exhibit 2b to Form SE filed
on January 8, 1991, File No. 1-3040).

(3a) Restated Articles of Incorporation of the Régint. (Incorporated herein by this referencexbiliit 3a to Form 1(K/A filed on April 13,
1998, File No. 1-3040).

(3b) Bylaws of the Registrant, as amended. (Inaateal herein by this reference to Exhibit 3b torrdi0-K/A filed on April 13, 1998, File
No. 1-3040).

4 No instrument which defines the rights of holdefrtong and intermediate term debt of the Regmdtisfiled herewith pursuant to
Regulation S-K, Item 601(b) (4) (iii) (A). Pursuantthis regulation, the Registrant hereby agredarnish a copy of any such instrument to
the SEC upon request.

(10a)Reorganization and Divestiture Agreement datedf November 1, 1983, between American TeleploeTelegraph Company, U S
WEST Inc., and certain of their affiliated companimcluding The Mountain States Telephone anddrafgh Company, Northwestern Bell
Telephone Company, Pacific Northwest Bell Teleph@Goenpany and NewVector Communications, Inc. (ExtHiba to Form 10-K for the
period ended December 31, 1983, File No. 1-3040).

(10b)Shared Network Facilities Agreement datedfaapuary 1, 1984, between American Telephone ahefjTaph Company, AT&T
Communications of the Midwest, Inc. and The Moumtafates Telephone and Telegraph Company. (ExtObito Form 10-K for the period
ended December 31, 1983, File No. 1-3040).

(10c)Agreement Concerning Termination of the Stash@upply Contract effective December 31, 1983yben American Telephone and
Telegraph Company, Western Electric Company, Inm@ated, The Mountain States Telephone and TeledEapipany and Central Services
Organization (Exhibit 10d to Form 10-K for the petiended December 31, 1983, File No. 1-3040).

(10d)Agreement Concerning Certain Centrally Devetb@omputer Systems effective December 31, 198&elem American Telephone and
Telegraph Company, Western Electric Company, Inm@ated, The Mountain States Telephone and TeledEapipany and Central Services
Organization (Exhibit 10e to Form 10-K for the periended December 31, 1983, File No. 1-3040).

(10e)Agreement Concerning Patents, Technical Inddion and Copyrights effective December 31, 1988yvben American Telephone and
Telegraph Company and U S WEST, Inc. (Exhibit D0Form 10-K for the period ended December 31, 1888,No. 1-3040).
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(10f)Agreement Concerning Liabilities, Tax Mattarsd Termination of Certain Agreements dated asafefber 1, 1983, between Ameri
Telephone and Telegraph Company, U S WEST, In@,Mbuntain States Telephone and Telegraph Compathgertain of their affiliates
(Exhibit 10h to Form 10-K for the period ended Dmber 31, 1983, File No. 1-3040).

(10g)Agreement Concerning Trademarks, Trade NameésSarvice Marks effective December 31, 1983, betw&merican Telephone and
Telegraph Company, American Information Technolsd@i®rporation, Bell Atlantic Corporation, BellSou@orporation, Cincinnati Bell, Inc
NYNEX Corporation, Pacific Telesis Group, The SauthNew England Telephone Company, Southwestednd®eporation and U .
WEST, Inc. (Exhibit 10i to Form 10-K for the periedded December 31, 1983, File No. 1-3040).

(10h)Shareholders' Agreement dated as of Janud§8B, between Ameritech Services, Inc., Bell AftaManagement Services, Inc.,
BellSouth Services, Incorporated, NYNEX Service @amy, Pacific Bell, Southwestern Bell Telephone @any, The Mountain States
Telephone and Telegraph Company, NorthwesternTgddiphone Company and Pacific Northwest Bell TetgyghCompany (Exhibit 10h to
Form SE dated March 5, 1992, File No. 1-3040).

27 Financial Data Schedule () Previously filed.
(b) Reports on Form 8-K Filed During the First eaof 1999
(i) Form 8-K dated January 15, 1999 providing ncaifion of a press release entitled "U S WEST Tib 5,000 Access Lines."
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SIGNATURES

Pursuant to the requirements of the Securities &xgl 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/ ALLAN R SPI ES
By:
Allan R Spies
Vi ce President and Chief Financial Oficer

May 7, 1999
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ARTICLE 5
MULTIPLIER: 1,000,00(

PERIOD TYPE 3 MOS 3 MOS
FISCAL YEAR END DEC 31 199 DEC 31 199
PERIOD START JAN 01 199 JAN 01 199
PERIOD END MAR 31 199¢ MAR 31 199¢
CASH 50 28¢
SECURITIES 0 0
RECEIVABLES 1,582 1,53¢
ALLOWANCES 0 0
INVENTORY 17¢ 144
CURRENT ASSET¢ 2,041 2,22¢
PP&E 35,40¢ 33,44,
DEPRECIATION 20,54¢ 19,36:
TOTAL ASSETS 17,82 17,12«
CURRENT LIABILITIES 4,14¢ 3,881
BONDS 5,15¢ 4,931
PREFERRED MANDATORY 0 0
PREFERREL 0 0
COMMON 8,071 8,017
OTHER SE (3,617 (3,617
TOTAL LIABILITY AND EQUITY 17,82 17,124
SALES 2,79¢ 2,66¢
TOTAL REVENUES 2,79¢ 2,66¢
CGS 0 0
TOTAL COSTS 0 0
OTHER EXPENSE! 2,107 1,944
LOSS PROVISION 0 0
INTEREST EXPENSE 89 91
INCOME PRETAX 58¢ 607
INCOME TAX 21€ 23¢
INCOME CONTINUING 36¢ 374
DISCONTINUED 0 0
EXTRAORDINARY 0 0
CHANGES 0 0
NET INCOME 36¢ 374
EPS PRIMARY 0 0
EPS DILUTED 0 0
End of Filing
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