
Sudden halt to Viacom spin -off 
FCC orders CBS to keep CATV and syndication 
while it looks into compliance with new rules 

This was to have been Viacom Inter- 
national Inc.'s second week of existence 
as an offshoot of CBS. Viacom was to 
have been operating the CATV and 
domestic program- syndication busi- 
nesses that had been developed by CBS, 
and CBS was to have been considering 
itself in compliance, in advance, with 
FCC rules barring networks from those 
activities. 

Instead, CBS stockholders are still 
waiting for the 3.8- million shares of 
Viacom stock they were to have re- 
ceived, at the rate of one share of Via- 
com for every seven of CBS common 
they held, and CBS is still operating 
its CATV and syndication businesses. 

For, at almost the I1th hour, shortly 
before noon on Dec. 31, 1970, as CBS 
was preparing to distribute the Viacom 
stock to its stockholders, the FCC called 
a halt. The commission said it wanted 
to make a determination as to whether 
the spin -off of CBS's CATV and syndi- 
cation business to Viacom would, in 
fact, constitute compliance with the 
new rules. 

And its initial impression, at least, 
is that it will not. "The information be- 
fore us . . . is strongly indicative of 
continued common control of CBS and 
Viacom," the commission said in its 
order. 

To help it reach a decision in the 
case, the commission requested addi- 
tional information from CBS and two 
groups of petitioners whose opposition 
led to the stop order. The schedule of 
pleadings laid out by the commission 
indicates that a decision will not be 
reached before the end of February. 

CBS President Frank Stanton issued 
a statement shortly after the order was 
issued, expressing astonishment at the 
commission's action "less than an hour 
before the spin -off was to have become 
effective. He noted that CBS last sum- 
mer had disclosed its plans to establish 
a separate, independent company to 
acquire its CATV and syndication 
activities as a means of complying with 
the commission's new rules. 

The timing of the commission's 
action was not its only dramatic aspect. 
Only two commissioners -Chairman 
Dean Burch and Robert E. Lee -were 
on hand in the commission offices when 
the issue came to a head in the week 
between Christmas and New Year's. 
The others were scattered, either at 
their homes in the Washington area or 
on visits around the country. 

The commission initially attempted 

to reach a decision on Dec. 30, with 
its staff seeking additional information 
from CBS and Chairman Burch at- 
tempting to reach the absent commis- 
sioners by telephone. But the effort 
failed. The decision reached the next 
day was unanimous, with Commissioner 
Robert Wells concurring. 

CBS has gone to court in an effort 
to overturn the commission's order, 
which Dr. Stanton said was not "proper 
or valid" and beyond the commission's 
authority "to issue or to implement." 
However, the U.S. Court of Appeals 
in New York, where the appeal was 
filed, was not asked to stay the order. 
CBS attorneys declined to explain why 
they did not request a stay. 

Dr. Stanton said CBS had told the 
FCC and Securities and Exchange Corn - 
mission that it initiated the spin -off 
transaction to effect compliance with 
the letter and the spirit of the com- 
mission's rules and intends to make cer- 
tain that the spin -off will achieve that 
purpose. He also said CBS will do 
"everything in our power to resolve the 
issues as soon as possible." 

But pending action on its appeal or 
prior action by the FCC, CBS is oper- 
ating Viacom, which has about 400 
employes worldwide, as the CBS /Via- 
com Group. It reports to John A. 
Schneider, CBS executive vice presi- 
dent, and its officers and structure are 
as originally planned: Clark George is 
president, and its operating divisions, 
Viacom Enterprises (formerly CBS En- 
terprises) and Viacom Communica- 
tions (CATV facilities and operations), 
are headed, respectively, by Ralph Ba- 
ruch and Richard Forsling. 

The name CBS/ Viacom Group is a 
change from the designation given by 
Dr. Santon in a Dec. 31 memo to CBS 
officers outlining plans for CBS to con- 
tinue to operate Viacom "until we are 
permitted officially to spin it off." He 
said it would be called the CBS /VII 
Group -VII for Viacom International 
Inc. -but the name was changed last 
week because it was becoming known 
as the CBS /Seven Group. In corporate 
code the new name was sometimes 
shortened to CBS /VIA, VIA being 
Viacom's New York Stock Exchange 
symbol. 

One of the petitions opposing CBS's 
Viacom plan was filed by seven pro- 
gram producers and syndicators. It as- 
serted that creation of Viacom will not 
constitute divestment of the CBS pro- 
gram- syndication business but merely 

the creation of an affiliated company. 
The other was filed by minority 

stockholders in a San Francisco CATV 
system of which CBS is the principal 
owner and which it intends to merge 
into Viacom. The minority stockhold- 
ers, who have also filed suit in federal 
court in San Francisco to block the 
spin -off, said the plan will not affect 
CBS's control of the CATV and pro- 
gram- syndication operation; they as- 
sert that present CBS officers will own 
more than 10% of the Viacom stock, 
thus giving them de facto control. A 
week before the FCC acted, the court 
refused to issue an injunction against 
the Viacom spin -off. 

CBS had argued that it was unneces- 
sary to block the spin -off since the rules 
with which it was concerned are not 
yet in effect. The rule barring networks 
from the CATV business does not be- 
come effective until Aug. 10, 1973, and 
the rule banning networks from en- 
gaging in domestic syndication -the 
legality of which is being tested in 
court -has been stayed by the commis- 
sion pending further order. 

CBS also said that the board of Via- 
com was being expanded to provide for 
a majority having no present or past 
connection with CBS and that the mem- 
bers of the Viacom board formerly con- 
nected with CBS will have no financial 
ties to that company other than their 
stock holdings and, in one case, a de- 
ferred compensation. In addition, it 
said, voting trusts will be established 
by top officials, including Dr. Stanton 
and CBS Board Chairman William 
Paley, for their Viacom stock. 

The commission, however, said it 
would not be practical to permit the 
spin -off to proceed before a determina- 
tion as to whether it would enable CBS 
to comply with the rules. It said the 
spin -off would affect "many thousands 
of persons, including CBS stockholders 
and new Viacom stockholders, in ways 
which will clearly make remedial action 
by the commission difficult" if it should 
decide later that the spin -off is not in 
compliance with the rules. The com- 
mission added that it would then have 
to consider "such drastic remedies as 
divestiture of substantial stock interests, 
possible changes in Viacom's board of 
directors and revision of partially per- 
formed agreements between CBS and 
Viacom." 

The commission directed CBS to file 
by Jan. 20 a statement of changes in 
the Viacom organization not contained 
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