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CONSOLIDATED STATEMENTS OF U S WEST COMMUNICATIONS, INC.
OPERATIONS (Unaudited)

Th ree Three Nine Nine
Mo nths Months  Months  Months
En ded Ended Ended Ended
Se ptember September September September
30, 30, 30, 30,
Dollars in millions 1997 1996 1997 1996
Operating revenues:
Local service $ 1314 $ 1,208 $ 3,739 $ 3,532
Interstate access service 663 606 2,028 1,854
Intrastate access service 208 192 608 571
Long-distance network services 231 272 721 840
Other services 193 178 548 507
Total operating revenues 2,609 2,456 7,644 7,304
Operating expenses:
Employee-related expenses 850 848 2,498 2,525
Other operating expenses 479 386 1,303 1,148
Taxes other than income taxes 100 92 300 284
Depreciation and amortization 528 541 1,574 1,565
Total operating expenses 1,957 1,867 5,675 5,522
Income from operations 652 589 1,969 1,782
Interest expense 93 104 282 308
Gains on sales of rural telephone exchanges 30 2 77 51
Other expense 11 10 51 25
Income before income taxes and cumulative
effect of change in accounting principle 578 A477 1,713 1,500
Provision for income taxes 220 183 653 574
Income before cumulative effect of change
in accounting principle 358 294 1,060 926
Cumulative effect of change in accounting
principle - net of tax - - 34
NET INCOME $ 358 % 294 % 1,060 $ 960

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS U S WEST COMMUNICATIONS , INC.

(Unaudited)

Se
Dollars in millions

ASSETS

Current assets:
Cash and cash equivalents
Accounts and notes receivable - net
Inventories and supplies
Deferred tax asset
Prepaid and other

Total current assets

Gross property, plant and equipment
Less accumulated depreciation

Property, plant and equipment - net

Other assets

Total assets $

See Notes to Consolidated Financial Statements.

ptember 30, December 31,

1997 1996
172 $ 92
1,513 1,550
147 109
145 152
55 57
2,032 1,960
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CONSOLIDATED BALANCE SHEETS U S WEST COMMUNICATIONS , INC.
(Unaudited), continued

September 30, December 31,
Dollars in millions 1997 1996

LIABILITIES AND SHAREOWNER'S EQUITY

Current liabilities:

Short-term debt $ 423 % 834
Accounts payable 1,219 998
Employee compensation 291 308
Dividends payable 357 307
Advanced billing and customer deposits 286 250
Other 865 754
Total current liabilities 3,441 3,451
Long-term debt 5,023 5,375
Postretirement and other postemployment
benefit obligations 2,294 2,347
Deferred income taxes 841 807
Deferred credits and other 614 592

Contingencies (See Note C to the Consolidated
Financial Statements)

Shareowner's equity:
Common shares - one share without par value,

owned by parent 7,981 7,677
Cumulative deficit (3,617) (3,617)
Total shareowner's equity 4,364 4,060
Total liabilities and shareowner's equity $ 16,577 $ 16,632

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF U S WEST COMMUNICATIONS,

CASH FLOWS (Unaudited)

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

Cash provided by operating activities
INVESTING ACTIVITIES

Expenditures for property, plant and equipment
Purchase of PCS wireless licenses

Proceeds from sales of rural telephone exchanges
Proceeds from (payments on) disposals of propert

plant, and equipment

Cash (used for) investing activities

FINANCING ACTIVITIES

Net (repayments of) proceeds from short-term deb

Proceeds from issuance of long-term debt
Repayments of long-term debt
Dividends paid on common stock

Equity infusions from U S WEST Communications Gr

Cash (used for) financing activities

CASH AND CASH EQUIVALENTS
Increase (decrease)
Beginning balance

Ending balance

See Notes to Consolidated Financial Statements.

INC.

Nine Nine
Months Months
Ended Ended

September
30,
1997

$ 1,060 $
1,574

(77)
nciple -

(%]
—~

[¢)]
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Y,

September
30,
1996
960
1,565
(51)
(34)
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U S WEST COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Nine Months Ended September 30, 1997 and 98
(Dollars in millions)

(Unaudited)
A. Summary of Significant Accounting Policies

Basis of Presentation. U S WEST Communications, (the "Company") is incorporated under the lawthef State of Colorado and is an
indirect, wholly owned subsidiary of U S WEST, IiftJ S WEST") and a major component of U S WEST Guamications Group
("Communications Group").

The Consolidated Financial Statements have begrapre by the Company, pursuant to the interim t@mprules and regulations of the
Securities and Exchange Commission ("SEC"). Ceitdormation and footnote disclosures normally anpanying financial statements
prepared in accordance with generally acceptedumticy principles ("GAAP") have been condensednitted pursuant to such SEC rules
and regulations. In the opinion of the Company'sagament, the Consolidated Financial Statemeniisdeall adjustments, consisting of
only normal recurring adjustments, necessary tequrefairly the financial information set forth th@n. It is suggested that the Consolidated
Financial Statements be read in conjunction withfthancial statements and notes thereto includédd Company's Form 10-K for the year
ended December 31, 1996.

B. U S WEST Split

On October 27, 1997, U S WEST announced its irgartth split Communications Group and U S WEST Mésliaup ("Media Group") into
separate public companies. Communications Groupwitenamed U S WEST, Inc. ("new U S WEST") andlidé&roup will be renamed
MediaOne Group, Inc. ("MediaOne Group"). Under témens of the proposed transaction, new U S WESTIinalude the telephone, data and
wireless operations of the Communications Groupyelas the Yellow Pages and electronic directarginesses of U S WEST Dex, Inc.
("Dex"). Dex is currently part of the Media Groupdawill be transferred to the Communications Grasppart of the proposed transaction
"Dex Transfer").

MediaOne Group will include the cable/broadbandelgss and domestic and international investmeittsedMedia Group.

Under the terms of the proposed split, Communioatidroup shareowners will receive one share of USWVEST common stock for each
share of Communications Group common stock. Medau shareowners will receive one share of MediaGreaip common stock for each
share of Media Group common stock. In addition, Mé&&roup shareowners will receive shares of newWEST common stock for each
share of Media Group common stock which represieis interest in Dex, totaling approximately $88hder the terms of the Dex Transfer,
Media Group debt will be reduced and Communicati@nsup debt will be increased by $3.9 billic
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U S WEST COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)

(Unaudited)
B. U S WEST Split (continued)

The transaction is subject to a number of approuattuding approvals by regulators and both sharew groups, and receipt of a favorable
ruling from the Internal Revenue Service. The gplixpected to be complete in the second halPéB1

C. Contingencies
There are pending regulatory actions in local ragu jurisdictions that call for price decreage$unds or both.

On May 1, 1996, the Oregon Public Utilities Comnaag"OPUC") approved a stipulation terminatingrpegurely the Company's alternative
form of regulation ("AFOR") plan, and it then untierk a review of the Company's earnings. In May7198e OPUC ordered the Compan
reduce its annual revenues by $97, effective May9®7, and to issue a one-time refund, includingrest, of approximately $102 to reflect
the revenue reduction for the period May 1, 1996ubh April 30, 1997. The one-time refund is faeiim rates which became subject to
refund when the Company's AFOR plan was terminatetflay 1, 1996.

The Company filed an appeal of the order and agikean immediate stay of the refund with the Ore@arcuit Court for the County of
Marion ("Oregon Circuit Court"). On June 26, 198% Oregon Circuit Court granted the Company'sesgfor a stay, pending a full review
of the OPUC's order. The Oregon Circuit Court tsestuled to hear arguments on the appeal in Deceb®95t. The one-time refund and
cumulative amount of revenues collected subjecefiand, including interest, as of September 30,719&als approximately $150.

In 1996, the Washington State Utilities and Tramigdimn Commission ("WUTC") acted on the Compari@85 rate request. The Company
had sought to increase revenues by raising raie&ply for basic residential services over a fgear period. Instead of granting the
Company's request, the WUTC ordered $91.5 in ammtalevenue reductions, effective May 1, 1996.

Based on the WUTC ruling, the Company filed a latwsith the King County Superior Court (the "Coyrttr an appeal of the order, a
temporary stay of the ordered rate reduction anaugimorization to implement a revenue increase.dtwrt declined to change the WUTC
order. The Company appealed the Court's decisitimt®Vashington State Supreme Court (the "Statee®ug Court") which, on January 22,
1997, granted a stay of the order, pending theeS&apreme Court's full review of the appeal. Orguments were heard in June 1997. The
Company is waiting a decision by the State Suprémgrt.
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U S WEST COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)

(Unaudited)
C. Contingencies (continued)

Effective May 1, 1996, the Company began collecteenues subject to refund. The cumulative amotirgvenues collected subject to
refund as of September 30, 1997, including inteisstpproximately $155.

In another proceeding, the Utah Supreme Court rdetha Utah Public Service Commission ("PSC") otdeéhe PSC for hearing, thereby
establishing two exceptions to the rule againsbeetive ratemaking: 1) unforeseen and extraorglirgents, and 2) misconduct. The PSC's
initial order denied a refund request from intelextge carriers and other parties related to theREdarm Act of 1986. The potential
exposure, including interest, at September 30, 1i8%pproximately $160.

The Company has accrued $125 at September 30, W8h represents its estimated liability for stagulatory proceedings. It is possible
that the ultimate liability could exceed the reatdiability by an amount up to approximately $3%fie Company continues to monitor and
evaluate the risks associated with its state régyl@nvironment, and will adjust estimates as ildarmation becomes availabl
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions)

Some of the information presented in or in conmectiith this report constitutes "forward-lookinggments" within the meaning of the
Private Securities Litigation Reform Act of 1995though the Company believes that its expectatamashased on reasonable assumptions
within the bounds of its knowledge of its businasd operations, there can be no assurance that aetwlts will not differ materially from i
expectations. Factors that could cause actualtsssutliffer from expectations include: (i) diffetethan anticipated competition from new
entrants into the local exchange and intraLATA moéirkets, (i) changes in demand for the Compamyducts and services, including
optional custom calling features, (iii) differehian anticipated employee levels, capital expeneitusind operating expenses as a result of
unusually rapid, in-region growth, (iv) the gainloss of significant customers, (v) pending reguiaiactions in state jurisdictions, and (vi)
regulatory changes affecting the telecommunicatindsstry, including changes that could have anaichpn the competitive environment in
the local exchange market.

RESULTS OF OPERATIONS - NINE MONTHS ENDED SEPTEMBER 30, 1997 COMPARED WITH
1996

Following are details of the Company's reportedimetme, normalized to exclude the effects of ¢éem@noperating items.

Nine N ine
Months M onths
Ended E nded
September S eptember Increase Increase
30, 30, (Decrease) (Decrease)
1997 1996 Dollars  Percent
Reported net income $ 1,060 $ 960 $ 100 10.4
Adjustments to reported net income:
Gains on sales of rural telephone (48) (31) 17) (54.8)
exchanges
Cumulative effect of change in
accounting principle (1)<F1> - (34) 34
Current year effect of change in
accounting principle (1)<F1> - (13) 13
Normalized income $ 1012 $ 882 $ 130 14.7
<F1>
(1) Effective January 1, 1996, the Company adopte d Statement of Financial Accounting
Standards ("SFAS") No. 121, "Accounting for the Impairment of Long-Lived Assets and

for Long-Lived Assets to be Disposed Of."

During 1997, the Company's normalized income irsgd&130, or 14.7 percent, primarily due to higlemand for services and continued
cost control efforts in the core business whicredarated in the latter half of 1996. Additional erpes related to interconnection and acci
to recognize the Company's estimated state reguliadility partially offset the increase. (Seetdd - Contingencies - to the Consolidated
Financial Statements.) The Company anticipatessiiianding increases related to interconnectionirements and entry into wireless
personal communications services ("PCS") marketsbined with rate reductions resulting from the ératl Communications Commission's
(the "FCC") price cap regulation, will partiallyfsét future net income growt
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Effective January 1, 1996, the Company adopted SNASL21, "Accounting for the Impairment of Longved Assets and for Long-Lived
Assets to be Disposed Of," which, among other thingquires that companies no longer record degtieniexpense on assets held for sale.
Adoption of SFAS No. 121 resulted in a 1996 oneetgain of $34 (net of income tax expenses of $28ted to the cumulative effect of
change in accounting principle.

Operating Revenues

Nine Nine
Months Months
Ended Ended

September Septemb er Increase Increase

30, 30, (Decrease (Decrease)

1997 1 996 Dollars Percent
Local service $ 3,739 % 3, 532 $ 207 5.9
Interstate access service 2,028 1, 854 174 9.4
Intrastate access service 608 571 37 6.5
Long-distance network services 721 840 (119) (14.2)
Other services 548 507 41 8.1
Total $ 7644 3% 7, 304 $ 340 4.7

Local Service Revenues. Local service revenuesased predominately as a result of access linetligrand increased demand for new
product and service offerings and existing certffite features. Total reported access lines irsgdd 76,000, or 3.8 percent, during the past
12 months, of which 274,000 was attributable t@aeddines. Second-line installations increased @@8gnt during the past 12 months. Access
lines grew 663,000, or 4.3 percent, when adjusteddles of approximately 87,000 rural telephoreess lines during the past 12 months.
Also contributing to the revenue increase wereirateeases in various states and interim compeansatvenue from interexchange carrier

a result of the FCC's payphone orders which totdcefn April 1997.

Partially offsetting the increase were accrualapgroximately $100 to recognize the Company's eséthstate regulatory liabilities (See
Note C- Contingencies - to the Consolidated Financiatédte@nts) and lower wireless interconnection acpeses mandated by the
Telecommunications Act of 1996 (the "Telecommurndaa Act").

Interstate Access Service Revenues. Higher interatacess service revenues resulted from increesadnd for private line services, access
line growth and a 6.2 percent increase in billadrstate access minutes of use. Also contributirthe increase were the effects of sharing-
related accruals for refunds to interexchange e@ariecorded in 1996. These increases were paitiilet by 1997 price reductions.
Beginning July 1, 1997, the Company reduced pficegterstate services as a result of the FCQeatiprice cap plan. The access rate
reductions have an on-going annual revenue imdeapmroximately $165 which is reflected in loweterstate rates over twelve months
beginning July 1, 1997.
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Intrastate Access Service Revenues. Intrastatssisegvice revenues increased largely as a rdsait bl.4 percent increase in billed
intrastate minutes of use and increased demartifate line services.

Long-Distance Network Service Revenues. Long-distaretwork service revenues decreased 14.2 pgrderdrily due to the effects of
competition and the implementation of multiple wdlrrier plans ("MTCPs") in lowa and Nebraska i®@.9and in several states in 1997. The
MTCPs essentially allow independent telephone caniesao act as toll carriers and are net incomérakwith the reduction in toll revenues
largely offset by increased intrastate access @&and lower access expense.

Excluding the effects of the MTCPs, long-distanetwork service revenues decreased 9.4 percentCohmany believes that erosion of
long-distance network service revenues will corgidue to the loss of exclusivity of 1+ dialing inrviesota and Arizona, effective in
February and April 1996, respectively, and contthoempetitive dialaround activity in other states within the Compariy state region. Ti
Company is responding to competition through coitipetpricing of intraLATA long-distance serviceadiincreased promotional efforts to
retain customers.

Other Services Revenues. Other services revenae=ased primarily as a result of continued markeiggpration of voice messaging services
and greater sales of inside wire maintena



Revenue growth may be affected by pending regylatotions in federal and local regulatory jurisidins.
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Costs and Expenses

Nine Nine
Months Months
Ended Ended

September Septembe r Increase Increase
30, 3 0, (Decrease) (Decrease)
1997 19 96 Dollars  Percent
Employee-related expenses $ 2,498 $ 2,5 258 (27) (1.2)
Other operating expenses 1,303 11 48 155 135
Taxes other than income taxes 300 2 84 16 5.6
Depreciation and amortization 1,574 15 65 9 0.6
Interest expense 282 3 08 (26) (8.4)
Gains on sales of rural
telephone exchanges 77 51 26 51.0
Other expense 51 25 26

Employee-Related Expenses. Employee-related expeleseeased $27, or 1.1 percent, primarily asidtreslower salaries and wages
related to employee reductions totaling 4,180 dutire last 12 months (which includes the transfdr,200 employees during third-quarter
1997 to an unregulated affiliate). Lower overtinosts and lower conference and travel expenseslamgaly offset by higher contract labor
costs. The contract labor increase reflects inegtasarketing and sales efforts, systems developmerkt (which include expenses related to
interconnection), and the launch of new productsservices. Further offsetting the decrease in eyga-related expenses were increases in
certain employee-related benefit costs.

Other Operating Expenses. Other operating expeénsesased $155, or 13.5 percent, predominantlyraswt of increased network software
purchases (which include expenses related to ioewxtion), advertising costs and professional fédditionally, operating expenses
increased as a result of a reserve adjustmentiag=waevith billing and collection activities perfoed for interexchange carriers, increased
affiliate expense as a result of transferring 1,88(ployees to an unregulated affiliate in thirdwg@1997 and repair costs associated with
flooding in North Dakota. Partially offsetting tivecreases were reduced access expenses (prineatgad to the implementation of the
MTCPs in 1996 and 1997), lower materials and segpknd a 1996 charge to discontinue the Omahadlmod video service trial.

Taxes Other Than Income Taxes. Taxes other thammadaxes increased $16, or 5.6 percent, as d césaotreased 1997 use taxes and
property tax tru-ups in 1996
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Earnings Before Interest, Taxes, Depreciation anmmbsization ("EBITDA"). EBITDA increased 5.9 perdeto $3,543, primarily due to
higher demand for services and continued cost agbetforts in the core business which acceleratetthé latter half of 1996. Additional
expenses related to interconnection and accruaéctmnize the Company's estimated state regulbsdnility partially offset the increase.
(See Note C - Contingencies - to the Consolidatedri€ial Statements.) EBITDA excludes gains onssafecertain rural telephone
exchanges. The Company believes EBITDA is an ingmbiindicator of the operational performance obitsinesses. EBITDA, however,
should not be considered as an alternative to tipgrar net income as an indicator of the perforogaof the Company's business or as an
alternative to cash flows from operating activitessa measure of liquidity, in each case determimedcordance with GAAP.

Depreciation and Amortization. Depreciation expeinseeased during the nine-month period. The effe€t higher depreciable asset base
were partially offset by a third-quarter 1996 dejmdon adjustment.

Interest Expense. Interest expense decreased $28, percent, primarily a result of lower averagbt levels as compared to 1996. Partially
offsetting the decrease was a reduction in the amaflinterest capitalized resulting from a lowgeeage balance of telecommunications
under construction.

Gains on Sales of Rural Telephone Exchanges. Dthimgine-month period, the Company sold seleateal telephone exchanges in lowa,
South Dakota, Nebraska, Idaho, and Minnesota ftiagrgains of $77. The 1996 gains were a resugale’s in Utah, North Dakota and South
Dakota.

Other Expense. Other expense increased primaréytaladditional interest expense associated wélCibmpany's interstate sharing and state
regulatory liabilities.

Provision for Income Taxes

Nine Nine
Months Months
Ended Ended
September 30, Septem ber 30, Percent
1997 1996 Change
Provision for income taxes $ 653 $ 574 13.8
Effective tax rate 38.1% 38.3%

The increase in the provision for income taxesltedprimarily from higher pretax earnings and lowamortization of investment tax credi



Form 10-Q - Part |

Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Restructuring Charge

During the nine-month period ended September 387 1e restructuring reserve decreased $55 ttaadmof $68. Reserve usage is
primarily a result of expenditures for 492 emplogeparations during the first nine months of 199d systems development costs. The
restructuring plan is expected to be substant@lyplete by the end of 1997. Management continuesaluate the remaining reserve
balance and employee separations.

Other Items

In connection with U S WEST's announcement ofritsnition to split the Communications Group andNteslia Group into separate public
companies, Standard & Poor's placed the Compaagisrsunsecured debt rating on credit watch witkitpee implications and reaffirmed the
Company's commercial paper ratings. Duffs & Phedadfirmed the Company's senior unsecured debtanmanercial paper ratings. The
Company's senior unsecured debt rating remainsruadiew by Moody's, which may result in a downgnad

CONTINGENCIES

There are pending regulatory actions in local regul/ jurisdictions that call for price decreasefnds or both. For a discussion of the
specific pending regulatory items, see Note C -tlbgencies - to the Consolidated Financial Statémen

The Company has accrued $125 at September 30, W&@h represents its estimated liability for stetgulatory proceedings. It is possible
that the ultimate liability could exceed the reamdiability by an amount up to approximately $3#fie Company continues to monitor and
evaluate the risks associated with its state régyl@&nvironment, and will adjust estimates as imdarmation becomes available.

REGULATORY ENVIRONMENT
INTERCONNECTION

In August 1996, the FCC issued an order (the "FC@=0) establishing a framework of mandatory nadlamles that would enable the states
and the FCC to begin implementing the local contipetiprovisions of the Telecommunications Act. Argasther things, the FCC Order
established rigid costing and pricing rules whitbm U S WEST's perspective, significantly impededjotiations with new entrants to the
local exchange market, state public utility comneisg"PUC") interconnection rulemakings, and internection arbitration proceeding
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

On July 18, 1997, the Eighth Circuit Court of Apjse@he "Eighth Circuit") vacated significant pantis of the FCC Order. Most significantly,
the Eighth Circuit ruled that jurisdiction over Ednterconnection prices rests with the statestmmFCC. The effect of the Eighth Circuit's
decision is to have interconnection and unbundé&dork element pricing be resolved through negiotiat or state PUC arbitration
proceedings. Some of the FCC's unbundling rulesgdisas its "pick and choose" provision, were alacated by the Eighth Circuit.

On October 14, 1997, the Eighth Circuit clarifidttincumbent telecommunications providers areemtired to make rebundled service
offerings available to competitors at unbundledrelet pricing. This decision substantially reducew entrants' ability to arbitrage between
resale of finished services and the pricing of umitbed network elements.

The Eighth Circuit is reviewing the FCC's Augus8I®rder that required shared transport be mad&hbisin combination with local
switching as an unbundled element. This reviewtilispending.

NUMBER PORTABILITY

Among other things, the Telecommunications Act meguall local exchange carriers ("LECs") to prevjgermanent number portability to
facilitate local exchange competition. The FCC éstablished a schedule for deployment of numbeapitity during 1998. This schedule
includes 10 markets in the Company's 14 state me@ibe FCC, however, has not issued cost recovieg as required by the
Telecommunications Act. On October 23, 1997, U SSWHiled a petition in the Tenth Circuit Court oppeals (the "Tenth Circuit"), seeki
an order which would require the FCC to issuedtst cecovery rules. The Company will also seek oasbvery through state ratemaking
proceedings and interconnection cost recovery deschk&e Company expects its estimated costs tmyepimber portability will be
significant over the next few years. Due to legad eegulatory uncertainties, the Company cannotigeoassurance the one-time costs of
deploying number portability will ultimately be meered.

UNIVERSAL SERVICE, ACCESS REFORM AND PRICE CAP

On May 7, 1997, the FCC announced three decistaatsaill establish rules to implement the UniverSatvice provision of the
Telecommunications Act (the "Universal Service @ffjeas well as rules to restructure the accessgehsystem (the "Access Reform Order")
and the FCC's current price cap plan (the "Prige Galer").

Universal Service

OnJuly 17, 1997, U S WEST filed a petition witle tRCC for reconsideration and clarification of aartissues in the Universal Service
Order. Among other things, U S WEST requested D€ Eo reconsider: 1) establishing a national fundrtsure high-cost support is
sufficient, and 2) assessing contributions as e@nd-user surcharges. Appeals of other issuéieasled by the Universal Service Order
have been filed by various other companies.
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Item 2. Management's Analysis of the Results of Opations (Dollars in
millions), continued

Federal Access Reform

The FCC has ordered a substantial restructuririgtefstate access pricing. A significant portiortted services that have been charged using
minutes-of-use pricing will now be charged usingpanbination of minutes-of-use rates, presubscribetexchange carrier charges
("PICCs") and subscriber line charges ("SLCs")hAligh an increase in the SLC to multi-line businessrs occurred on July 1, 1997, the
bulk of the mandated pricing changes will occudanuary 1, 1998. Additional mandated pricing charwgé also occur on January 1, 1999
through 2001. The net effect of these changesheilio decrease minutes-of-use charges up to 6@mteand increase flat-rate charges (i.e.
PICCs and SLCs). Although the effects of the magdigticing changes beginning January 1, 1998 witikily be revenue neutral, the Acci
Reform Order coupled with the Price Cap Order, axiér time reduce the revenues the Company defriopsinterstate access charges.
Competition from competitive LECs will also affabe Company's access revenues.

U S WEST and other incumbent LECs have appealeAd¢hess Reform Order. U S WEST's primary challesdbat the FCC acted
unlawfully by exempting purchasers of unbundledvoek elements from payment of interstate accesggelsawhile not providing for the
immediate replacement of subsidies contained witiise same access charges. This case is pendhmeylighth Circuit and will be heard in
January 1998.

Price Cap Order



The FCC's Price Cap Order requires LECs that djesuto price cap regulation to increase theicgpdap index productivity factor to 6.5
percent. The order eliminated the lower produgtiéictor options (i.e. 4.0 percent and 4.7 percérat) required sharing of earnings above a

specified level and required LECs to set their 198@e cap index assuming that the 6.5 percenvifdiztd been in effect at the time of the
1996 tariff filing.

As mandated by the Price Cap Order, the price wagxiin the Company's 1997 interstate access féinfj was established assuming that
6.5 percent productivity factor had been in effetdthe time of the 1996 tariff filing. The acceagerreductions have an on-going annual
revenue impact of approximately $165 which are dpegflected through lower interstate rates ovehtevenonths beginning July 1, 1997.

On June 23, 1997, U S WEST petitioned the Tentbutifor a review of the Price Cap Order. The Te@itctuit has transferred review of the
Price Cap Order to the District of Columbia CourAppeals. Among other things, U S WEST and othpgredlants are requesting the District
of Columbia Court of Appeals to review the use éf%apercent productivity factor and the retroaetiypplication of the 6.5 percent
productivity factor to July 1, 1996 when determinihe price cap index for the 1997 price cap filifgis case will be heard in 19¢
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

The Company and its subsidiaries are subject tmsland proceedings arising in the ordinary coofdmsiness. While complete assurance
cannot be given as to the outcome of any continigaguitities, in the opinion of the Company, angdncial impact to which the Company and
its subsidiaries are subject is not expected tmaterial in amount to the Company's operating tesulits financial position.

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 1997:

No reports on Form-K have been filed for the Company during the tlgjugrter of 1997
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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.

November 13, 1997 /sl Allan R. Spies

U S WEST Communications, Inc.
Allan R. Spies

Vice President and Chief
Financial Officer



EXHIBIT 12 U S WEST COMMUNICATIONS, Inc.

RATIO OF EARNINGS TO FIXED CHARGES

(Dollars in Millions)

<BTB>
Qu
E
9/

Income before income taxes

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

<BTB>
Ye
-D
9/

Income before income taxes
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

arter Quarter
nded Ended
30/97 9/30/96

578 $ 477

93 104
16 12

687 $ 593

97 $ 105
16 12

ar-to Year-to
ate -Date
30/97 9/30/96

1,713 $ 1,500

282 308
48 41

2,043 $ 1,849

297 $ 337
48 41



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 172 172
SECURITIES 0 0
RECEIVABLES 1,51: 1,51¢
ALLOWANCES 0 0
INVENTORY 147 147
CURRENT ASSET¢ 2,032 2,032
PP&E 32,83 32,83
DEPRECIATION 19,12( 19,12(
TOTAL ASSETS 16,57 16,57:
CURRENT LIABILITIES 3,441 3,441
BONDS 5,02% 5,02¢
PREFERRED MANDATORY 0 0
PREFERREL 0 0
COMMON 7,981 7,981
OTHER SE (3,617 (3,617
TOTAL LIABILITY AND EQUITY 16,57: 16,57:
SALES 2,60¢ 7,644
TOTAL REVENUES 2,60¢ 7,644
CGS 0 0
TOTAL COSTS 0 0
OTHER EXPENSE¢ 1,957 5,67¢
LOSS PROVISION 0 0
INTEREST EXPENSE 93 282
INCOME PRETAX 57¢ 1,71:
INCOME TAX 22( 653
INCOME CONTINUING 35¢ 1,06(
DISCONTINUED 0 0
EXTRAORDINARY 0 0
CHANGES 0 0
NET INCOME 35¢ 1,06(
EPS PRIMARY 0 0
EPS DILUTED 0 0
End of Filing
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