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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CKiiFORNIA
In the matter of the Application of
Viacom Communications Inc., {U-5555-C),

Viacom Inc., and TCI Communications, Appl‘mmnm&

)
)
} . 4 ;
Inc. for authority for TCI ) (Filed May 17, 1996}
Communications, Inc., to acquire control )
of Viacom Communications, Inc. -}

OPINION

on May 17, 1996, Viacom Communications, Inb., a

California corporation (U-5555-C)‘(VCI), Viacom Inc.; a belaware
corporation duly qualified to tramsact intrastate business in
California, and TCI Communications, Inc., a Delaware corpoéoration
duly quaiified to transact intrastate business in California _
(TCIC), jointly submitted an application for ex parte approval.
for TCIC to acqu{re control of VCI through the pending
acquisition by TCIC of Viacom International Inc.!, Viacom Inc.'s

’ subsidiary, which is the parent of Tele-Vue Sytems, Inc. (TVS},
which is the parent of VCI.

VCI, the utility to be acquired, is authorized to
operate as a competitive local carrier (CLC) in a defined service
territory in northern California,‘pursuant to Decision (D.,}) 95-
12-057. Viacom Inc., the ultimate parent of VCI, is a
diversified entertainment and publishing company that owns and
operates locally franchised cable television systems under the:
name "Viacom Cable.” TCIC (the entity that will acquire indirect
control of VCI through acquisition of all of the outstanding
common stock of VCI's corporate grandparent, Viacom International
Inc.) is a direct majority-owned subsidiary of Tele- -
Communications, Inc. (TCI), which is the nation's largest owner

of locally franchised cable television systems.

l ! Which will thereafter be renémed, »7CI Pacific Communications, Inc.” .
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Applicants represent that the acquisition of control of.

VCI by TCIC (and, indirectly, by TCI) is incidental to a broader
plan of Viacom Inc. to shift its focus to development of
prograrning and of TCIC to expand the geographic scope of lts .
cable operations. vCI represents that it expects to pursue its
present course of . implementing its CLC authority both before and
after it becomes sub]ect to the control .of TCIC.

The transaction by which TCIC will acquire Viacom
International Ine¢. is through an exchange offer, pursuant to
which Viacom Inc. i{s offering to exchange up to 6,257,961 shares
of Class A Common Stock of Vfacom International inc. in return
for shares of Common Stock of Viacom Inc. at an exchange ratio
not greater than 0.47 nor less than 0.4075 for'each share of
Common Stbck of Viacom Inc. until July 22, 199§, unless the
exchange offer is extended. The Class A Common Stock of Viacom
International Inc. will automatically convert to 5% Class A
Senior Cumulative Exchangéable Preferred Stock. 1In a related
transaction, TCIC»will acquire all of the outstanding shares of
Class B Common Stock of Viacom International Inc. and will,
therefore, become the sole shareholder of the voting shares. of

Viacom Inteérnational Inc.

Applicants requested that the Executive Director
approve the application pursuant to the authority delegated to
him by P.86-08-057, which pe;mits change in control applications:
involving non—dominant interexchange carriers (NDIECs) that are
deemed "non-controversial"” to be handled in this manner. The
scope of authority granted there does not, howéver; encompass
CLCs.

In determining whether a transfer of control of a
utility under our jurisdiction is in the public interest we
consider many factors, including whether theracquiror has the
financial andltechnical-resburCes to rendér the public uEility
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service being acquired and if the acquiror has previously .
provided telecommunications public utility services in a manner
contrary to law, such as engaging in a pattern of persistent and
widespread disregard of consunier instructions for changes 1in

services, such as "slamming."

Few of the concerns that we have with a new entrant are
present in the situation of the type of change in control
transaction before us in this application. VCI itself we have
already found qualified to provide-public utility service. VCI
is one among many business units in the vast media empire -of
Viacom Inc.? and will make up a comparably small fraction of
TCIC's and TCI's enterprises. In light of the representatibn
made that VCI intends-to continue with its plans to exercise its
authority as a CLC indépendent of the change in control
transaction there is little reason to believe fhat the
acquisition of its corporate grandparent by TCIC will have any
effect on the ability of the utility to discﬁarge its public
calling. This is not the type of transaction in which we expect
to see immediate and adverse changes in the direct operationAand
management of the subject utility. We have no reason to doubt
that the existing management and technical staff will be
unaffected by the acquisition for the immediate future.

By the same token, there can be little doubt that TCIC
has sufficient financ¢ial resources to qualify indepeéendently as a
crc.? '

Finally, TCI has confirmed to the Commission that TCIC
is a direct majority-owned subsidiary of TCI and, accordingly,

? All of the cable television operations of Viacom Inc. that are the subject
of the overall transaction account for approximately 4% of its consolidated
revenues and 7% of its operating incone during 1995, respectively, and 4% of
its consolidated total assets as of December 31, 1995. (Amendment Né. 5 to
Form S-4 Registration Statément under the Securities A¢t of 1993 of Viacon
International Inc. (June 24, 1396) . - o S - - ‘
http://wwd.sec.qgov/Archives/edgar/data/814135/0000950130-96-002331.txt.)

3 Viacom Internatiénal Inc. will have closéd a loan in thé amount of $1.7
billion immediately prior to its acquisition by TCIC. {Id.} :
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upon consummation of the proposed transactions, TCI will,'éhroﬁgh.
its existing control of TCIC, indirectly control VCI and that TCI
has the authority to file the application and to enter into and
consummate the transactions described in-the applicatiOn.ﬁ .
Findings of Fact

1. Notice of the filing of this application appeared in
the Commission's Daily Calendar on May 24, 199s6.

2. No protests were filed.

3. VCI is a CLC, telephoné corporation, and a public
utility.
4. TCIC and, indirectly, its parent TCI and its control

persons, will indirectly acquire VCI through TCIC's acquisition
of all of the common stock of Viacom International Inc. '

5. VCI represents that it expects to pufsue its present
course of implementing its CLC authority both before and after it
becomes subject to the control of TCIC.

6. TCI has confirmed to the Commiésion that TCIC is a
direct majority-owned subsidiary of TCI and, accordingly, upon
consummation of the proposed transactions, TCI will, through its
existing control of TCIC, indirectly control VCI and that TCI has
the authority to file the application and to enter int¢ and
consummate the transactions described in the applicafion} TCIC
has represented that it is authorized to make this application on

behalf of its controlling affiliates, as well as itself.
7. TCIC has sufficient financial resources to qualify
" independently as a CLC. 4

8. ° No changes in the management or technical staff of VCI

are expected to occur as a direct result of the indirect
acquisition of VCI by TCIC. ' '
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Conclusions of Law
. ' 1. Permitting the indirect acquisition of control of VCI
by TCIC and its controlling affiliates is not adverse to the

pﬁblic interest.
2. The application should be granted.
3. A public heéring is not necessary.

1. The following order should be effective immediately.

ORDER

IT IS ORDERED that TCI Communications, Inc. on behalf
of itéelf and Tele-Communic¢ations, Inc. -is authorized to
1ndirectly acquire viacom Communications Inc. (U-5555-C} through

" the acquisition of the outstanding common stock of Viacom
International Inc. as described in the application pursuant to
the provisions of Public Utilities Code Section 854(a).

This order is effective today.

' pated July 17, 1996, at Sacramento, California.
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