CBS CORPORATION
61 WEST 62 STREET .
NEW YORK, NEW YORK 10019-6188
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FAX: (212) 597-4031

LOUIS J. BRISKMAN
EXECUTIVE VICE PRESIDENT
AND GENERAL COUNSEL

February 14, 2000

Mr. Samuel J. Collins, Director
Office of Nuclear Reactor Regulation
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555-0001

Subject: Application For Transfer and Amendment of License Number TR-2, Docket
Number 50-022
" Dear Mr. Collins:

CBS Corporation (“CBS”) hereby submits the enclosed Application for a Transfer and
Amendment (the “ Application”) to the possession only license for Test Reactor License
Number TR-2, Docket Number 50-022 (the “TR-2 License™) to transfer the license from CBS
Corporation to Viacom Inc. (“Viacom”). The proposed amendment to the TR-2 license is
Exhibit H of the attached Application. '

On March 22, 1999, CBS (formerly Westinghouse Electric Company) completed the sale (with
certain exceptions) of its commercial nuclear business to BNFL Nuclear Services, Inc.
(“BNFL”). As part of that sale, the majority of the existing nuclear licenses for CBS’s
nuclear facilities were transferred to Westinghouse Electric Company LLC, a newly formed
subsidiary of BNFL. However, the Westinghouse Test Reactor facility located at Waltz Mill,
Pennsylvania (“the WTR facility”) and the associated TR-2 License were retained by CBS and
not transferred as part of the sale transaction. CBS also retained the responsibility to
decommission the facility and terminate the license in accordance with the “Decommissioning
Plan” that had been submitted for review and approval by the NRC. At the time of the sale
transaction with BNFL, CBS obtained from the U.S. Nuclear Regulatory Commission
(“NRC”) a license amendment for the TR-2 license to change the name of the licensee to
“CBS Corporation.”

CBS has entered into an Agreement and Plan of Merger with Viacom and Viacom/CBS LLC
(“Viacom/CBS LLC), dated as of September 6, 1999, as amended and restated as of October
8, 1999 and as of November 23, 1999 (the “Merger Agreement”), under which CBS will
merge with and into Viacom (the “Merger”). The shareholders of each of CBS and Viacom
have approved the merger, which is expected to be effective near the end of the first quarter of
2000. The existing TR-2 License held by CBS will be transferred to and retained by the
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Mr. Samuel J. Collins, Director
Office of Nuclear Reactor Regulation
February 14, 2000

merged entity, and the merged entity will have responsibility to decommission the faculty and
terminate the license.

Certain information supporting the Application is not yet available. Any such information will
be provided as soon as it becomes available prior to the contemplated closing date for the
Merger (the “Closing Date”).

Under certain circumstances specified in the Merger Agreement, CBS would merge with and
into Viacom/CBS LLC, a wholly owned subsidiary of Viacom, rather than merging with and
into Viacom. The merger of CBS into Viacom/CBS LLC will occur only if guidance is
received from the Internal Revenue Service or another appropriate governmental authority that
the merge of CBS into Viacom/CBS LLC will not adversely affect the tax treatment of the
merger and if the merger would not result in an adverse tax effect to Viacom, CBS or their
respective shareholders. If the merger will be of CBS with and into Viacom/CBS LLC rather
than Viacom, the NRC will be notified and information relating to Viacom/CBS LLC will be
provided.

The enclosed Application demonstrates that the proposed transfer will not involve any change
in the operating organization, location, facilities, equipment, or procedures related to or
personnel responsible for the licensed activities under the license covered by this request.
Viacom will meet all requirements for a NRC licensee, including financial and technical
qualifications. Viacom will agree to abide by all existing commitments, obligations, and
representations made to the NRC prior to the transfer, as well as all of the terms and
conditions of the license. The existing financial assurance mechanism for decommissioning
will remain in effect.

Closing of the Merger involves review or approval of other regulatory agencies in addition to
the NRC. Therefore, CBS requests the NRC to make the transfer and amendment effective as
of the Closing Date of the Merger. CBS will keep the NRC informed of progress in obtaining
other approvals, the timetable for closing the Merger and the Closing Date.

The fee for this request for license amendment is subject to full cost recovery of the review.
Viacom will pay the fee upon billing by the NRC in accordance with 10 CFR Section 170.12.

Please place the individuals on the attached list to the service list for correspondence related to
the enclosed Application.



Mr. Samuel J. Collins, Director
Office of Nuclear Reactor Regulation
February 14, 2000

If you have any question concerning this Application, please contact Barton Z. Cowan, Esq. at
(412) 566-6029, fax (412) 566-6099, E-mail: bzc@escm.com.

Very truly yours,

Y

ExecutiveWice President and General Counsel
LIB/cdt

Enclosure

cc:  Richard K. Smith, Director

Environmental Remediation,
'CBS Corporation



COMMONWEALTH OF PENNSYLVANIA )

) SS:
COUNTY OF ALLEGHENY )

| Before me, the undersigned notary public, this day personally appeared Louis J. Briskman,
Executive Vice President and General Counsel, CBS Corporation, 51 West 52™ Street New

York, NY 10019 to me known, who being duly sworn according to law, deposes and says:
that the statements in this letter and the Application attached to this letter are correct and

accurate to the best of his knowledge.

Wgnaturf’}f affiant

Subscribed and sworn to before me this
24h day of February, 2000

Notary Publjic ~
Notarial Seal = "
ary Lou Bonuito, Nota Publlc —~
Plnsbur h, Alle -~
MyCommissaon Expl res ril 24 2000 .

ember, Pennsylvania Association of Notaries



Service List

Louis J. Briskman, Esq. 1
Executive Vice President and General Counsel
CBS Corporation '

51 West 52™ Street

New York, NY 10019

Mr. Richard K. Smith

Director, Environmental Remediation
'CBS Corporation

11 Stanwix Street

Pittsburgh, PA 15222

Telephone: (412) 642-3285

Angeline C. Straka, Esq.

Vice President, Secretary and Deputy General Counsel
CBS Corporation

51 West 52™ Street

New York, NY 10019

Telephone: (212) 975-3335

Michael D. Fricklas, Esq.,

Senior Vice President, General Counsel and Secretary
Viacom Inc.

1515 Broadway

New York, NY 10036

Telephone: (212) 258-6000

Barton Z. Cowan, Esq.

Eckert Seamans Cherin & Mellott, LLC
600 Grant Street, 44" Floor

Pittsburgh, PA 15219

Telephone: (412) 566-6029



APPLICATION FOR TRANSFER AND AMENDMENT OF
TEST REACTOR LICENSE NUMBER TR-2
February 14, 2000

L. INTRODUCTION
This Application for Transfer and Amendment of the possession only license for
Test Reactor License Number TR-2, Docket Number 50-022, arises because CBS Corporation
(“CBS"), Viacom Inc. (“Viacom”™) and Viacom/CBS LLC, a wholly-owned subsidiary of
Viacom (“Viacom/CBS LLC"), have entered into an Amended and Restated Agreement and
Plan of Merger which provides for the merger of CBS with and into Viacom (the “Merger™).

CBS, formerly known as Westinghouse Electric Corporation, is the holder of Test
Reactor License Number TR-2 issued by the U.S. Nuclear Regulatory Commission (“NRC”)
pursuant to 10 C.F.R. Part 50 (the “TR-2 License”). CBS requests that the NRC approve the
transfer to Viacom of the TR-2 License, and that the NRC approve the corresponding
amendments to that license necessary to effectuate the transfer. As required by NRC
regulations, an Analysis of the Issue of No Significant Hazards Consideration is attached as
Exhibit A. The contacts for the license are set forth on Exhibit B attached hereto.

The proposed Merger requires the approval of other regulatory agencies in addition to
the NRC. Closing of the Merger cannot take place until the receipt of all such regulatory
approvals. Therefore, CBS requests the NRC to approve the transfers and amendment to be
effective as of the closing date of the Merger (the “Closing Date”). It currently is anticipated
that the Closing Date will be near the end of the first quarter of 2000. CBS will keep the NRC
informed of progress in obtaining other regulatory approvals and the timetable established for

the Closing Date.



From and after the Closing Date, as discussed herein, Viacom will be technically and
financially qualified to be the holder of the TR-2 License and will fulfill the responsibilities of
such a holder. As of the Closing Date, current CBS employees responsible for the licensed
materials and activities that are the subject of this Application, as currently described in the
docket for the TR-2 License, will become employees of Viacom and will continue to be
responsible for such activities after the transfers to Viacom. The transfer of the licensed
activities will not affect the operational structure described in the license. There will be no
changes in operating organizations, locations, facilities, equipment or procedures associated
with the licensed activities, and there will be no changes in the use, possession, locations or
storage of licensed materials as a result of the Merger. Licensed activities will continue in

their current form without interruption resulting from the transfer.

II. THE TRANSACTION
CBS has entel;ed into an Agreement and Plan of Merger with Viacom and Viacom/CBS LLC,
dated as of September 6, 1999, as amended and restated as of October 8, 1999 and as of
November 23, 1999 (the “Merger Agreement”) under which CBS will merge with and into
Viacom.! Under the terms of the Merger Agreement, each issued and outstanding share of
CBS common stock will be converted into the right to receive 1.085 shares of Viacom non-

voting Class B common stock and each issued and outstanding share of CBS Series B preferred

! Under certain circumstances specified in the Merger Agreement, CBS will merge with and into Viacom/CBS
LLC, a wholly owned subsidiary of Viacom, rather than with and into Viacom. The merger of CBS into
Viacom/CBS LLC will occur only if guidance is received from the Internal Revenue Service or another
appropriate governmental authority that the merge of CBS into Viacom/CBS LLC will not adversely affect the tax
treatment of the merger and if the merger would not result in an adverse tax effect to Viacom, CBS or their
respective shareholders. If CBS is merged into Viacom/CBS LLC, that combined company will only contain the
assets and liabilities of CBS and will be wholly owned by Viacom.
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stock will be converted into the right to receive 1.085 shares of newly-created Viacom Series
C preferred stock. The shareholders of each of CBS and Viacom have approved the Merger,
which is expected to be effective near end of the first quarter of 2000.

Viacom is one of the world’s largest entertainment companies with operations in nearly
every. segment of the international media marketplace. Viacom had annual revenues in 1998 of
$12.096 Billion and annual revenues for the nine months ended September 30, 1999 of $9.286
Billion. As of December 31, 1998, Viacom had total assets of $23.613 Billion.

CBS is one of the largest national radio and television broadcasters in the United States.
CBS had annual revenues in 1998 of $6.805 Billion and annual revenue for the nine months
ended September 30, 1999 of $5.145 Billion. As of December 31, 1998, CBS had total assets
of $22.058 Billion.

The current Chairman and Chief Executive Officer of Viacom, who is a U.S. citizen,
will continue to serve as Chairman and Chief Executive Officer of Viacom after the Merger.
The current ﬁesident and Chief Executive Officer of CBS, who is a U.S. citizen, will become

President and Chief Operating Officer of Viacom after the Merger.

III. GOVERNANCE
The majority of the members of the Boards of Directors of Viacom after the Merger will be U.
S. citizens. From and after the Closing Date there will be eighteen members of the Board of
Directors of Viacom. All ten members of the current Viacom Board of Directors are expected
to continue as members of the Board of Directors of Viacom following the Merger. Eight

members of the current CBS Board of Directors, to be designated by the CBS Board prior to



the effective date of the Merger, will become members of the Board of Directors of Viacom on

the effective date of the Merger.

IV. INFORMATION REQUIRED FOR LICENSE TRANSFER
Set forth below is information to support the transfers of the TR-2 license requested by
this Application.
1. New Name of the Licensed Organization
Viacom Inc. (“Viacom™)
2.  New License Contact and Telephone Number(s).
The continuing contact for the licenses is:

Mr. Richard K. Smith
Director, Environmental Remediation

Viacom Inc.

Telephone:  (412) 642-3285
Fax: (412) 642-3957
E-Mail: rksmith@cbs.com

3. Organization and Management

There will be no changes in personnel having control of licensed activities as a result of
the Merger. The principal officers and the Board of Directors of Viacom will take the place of
the current principal officers and Board of Directors of CBS. There will be no changes in
personnel named as responsible for radiation safety or use of licensed material in the license

being transferred as a result of the Merger.

Principal Viacom Officers as of the Closing Date:



Name Position Country of Citizenship

Summer M. Redstone Chairman and Chief U.S.
Executive Officer

Mel Karmazin President and Chief Operating U.S.
Officer

[Information on other principal officers to be supplied later]

Yiacom Directors as of the Closing Date
[To be supplied later]

4. The Transaction and Financial Qualifications

See discussion above entitled “Il. The Transaction.” Exhibits C through F attached

here to provide financial information relating to CBS and Viacom.

5. Technical lifications and Effect on rations

There ;vill be no changes in the operational organization, location, facilities, equipment
or procedures associated with the licensed activities as a result of the merger. There will be no
changes in the use, possession, location or storage of the licensed material as a result of the
Merger. All licensed activities will continue on an ongoing basis without interruption. All
surveillance items and records will continue to be maintained in their existing state in
accordance with applicable requirements. All surveillance items and records will be
transferred to Viacom on the Closing Date. Such transfer will not involve any physical
relocation of any records. On the Closing Date, the status of the licensed facility, including
but not limited to the status of decontamination and decommissioning activities, will be

identical to its status prior to the Closing Date. From and after the Closing Date, Viacom will



assume liability for decommissioning and the costs of the facility being transferred that is the
subject of this Application to the extent that CBS had such responsibilities prior to the Merger.

From and after the Closing Date, Viacom will assume the responsibility of CBS for the
current status and future cleanup of the licensed facility that is the subject of this Application.
The ﬁnanclal assurance mechanism currently in place to comply with the regulations specified
in 10 CFR 50.75, for the decommissioning financial assurance requirements will remain in
place and will be the responsibility of Viacom as of the Closing Date.

In addition, in the sale transaction between CBS and BNFL Nuclear Services, Inc.
(“BNFL”) completed on March 22, 1999, in which the majority of the nuclear licenses for
nuclear facilities previously owned by CBS were transferred to Westinghouse Electric
Company LLC, a subsidiary of BNFL, CBS retained certain responsibilities to provide
decommissioning financial assurance under the licenses that were transferred. Currently, CBS
has a single form of financial assurance mechanism which encompasses all CBS financial
assurance respbnsibilities. The mechanism consists of Standby Letters of Credit and an
associated Standby Trust Agreement. These arrangements will continue in effect from and
after the Closing Date.

The decommissioning financial assurance to be provided by Viacom will fully comply
- with all NRC requirements.

6. Acceptance of Responsibilities and Liabilities by Transferee

Exhibit G attached hereto is the form of a letter to the NRC from an officer of Viacom
to be submitted to the NRC prior to the Closing Date, confirming that Viacom agrees to abide
by all commitments and representations previously made to the NRC by CBS for all licenses

being transferred. The letter also confirms that, from and after the Closing Date, Viacom will



agree to accept liability for decommissioning and decontamination of the TR-2 Facility and
site. Exhibit G further confirms that, from and after the Closing Date, Viacom will accept

responsibility for open inspection items and/or resulting enforcement actions.

7. Transferee Agreement to Transfer, Awareness of Operations and Responsibilities

Exhibit G documents the agreement of Viacom to the change in ownership and control
of the licensed material and activities and the conditions of transfer associated with the TR-2
Facility being transferred. Exhibit G also documents that Viacom has been made aware of the
responsibility of Viacom for possible resulting enforcement actions. CBS will make Viacom
aware of all open inspection items as of the Closing Date and its responsibility for possible
resulting enforcement actions.

8. Restricted Data

This Application contains no Restricted Data, and it is not expected that any will
become involved. However, in the event that such information does become involved, Viacom
will appropriately safeguard such information, and it will not permit any individual to have
access to Restricted Data until the NRC has granted access authorization to the individual
pursuant to 10 CFR Part 10.

V.  APPLICATION FOR LICENSE AMENDMENT

Pursuant to 10 CFR 50.90, CBS requests an amendment to the TR-2 Facility license
(including the Technical Specifications) to change the name of the licensee authorized to
possess the TR-2 Facility. The requested amendment reflects the transfer of the TR-2 Facility

license requested in Part I and should be effective as of the Closing Date of the underlying



transactions described above. Set forth on Exhibit H are marked pages of the TR-2 License
showing the requested changes to the license.

1. Background and Safety Analysis

The proposed amendment would substitute Viacom for CBS as the licensee

authorized to possess the TR-2 Facility. As described in the license transfer section of this
Application, the proposed amendment does not involve any change in the status of or activities
related to the TR-2 Facility, nor any change, other than the noted name substitution, in the
terms and conditions of the existing license or change in the TR-2 Facility Technical
Specifications. The transfer will not involve any change to either the organizations or
personnel directly responsible for the TR-2 Facility or related activities. As stated in Part I of
this Application, Viacom will be financially qualified to be the holder of the TR-2 Facility
license. Therefore, the proposed amendment does not result in an undue risk to the health and

safety of the public.

2. No Significant Hazards Consideration

The amendment substituting Viacom for CBS as licensee for the TR-2 Facility
involves no significant hazards consideration. See Exhibit A, “Analysis of the Issue of No
Significant Hazards Consideration for the Transfer and Amendment of Test Reactor Facility
License Number TR-2, Docket 50-022", for a detailed discussion.

3. Environmental Assessment

The proposed amendment to the TR-2 Facility license will substitute Viacom for
CBS as the licensee authorized to possess the TR-2 Facility. Such amendment is therefore
only a change to the administrative requirements of the license. Accordingly, the amendment

satisfies the criteria for “categorical exclusion” set forth in 10 CFR 51.22(c)(10); and,



pursuant to 10 CFR 51.22(b), no environmental impact statement or environmgmal assessment
need be prepared in connection with the issuance of the proposed amendment. In any event,
the requested action involves a license transfer only, without any change in licensed activities
or the procedures under which such activities are conducted, and therefore involves no change
in any previously evaluated environmental impécts.
VI. CONCLUSION

For the reasons stated above, CBS Corporation requests that the NRC approve the .
transfer to Viacom Inc. of the TR-2 License and that the NRC approve the corresponding
amendments to the TR-2 License to change the name of the holder of such license from CBS
'C.orporation to Viacom Inc., effective as of the Closing Date. As set forth in Exhibit G,

Viacom concurs in this request.

CBS Corporation
By: gfﬂ/ /) ) /;M/‘
Doftiis J. Bfiskman

Executive Vice President and General Counsel



APPLICATION FOR TRANSFERS AND AMENDMENTS
OF
TEST REACTOR FACILITY LICENSE NUMBER TR-2

INDEX TO EXHIBITS

EXHIBIT NO. DESCRIPTION

A | Analysis of the Issue of No Significant
Hazardous Consideration

B Contact List for Test Reactor Facility License
Number TR-2, Docket 50-022

C Report of Independent Accountants to Viacom
for years ended December 31, 1997 and
December 31, 1998 (From SEC Form 10-K)

D Unaudited Financial Statements of Viacom for
nine months ended September 30, 1999 (From
SEC Form 10-Q)

E1l Viacom Summary Historical Financial Data

E2 CBS Summary Historical Financial Data

E3 Summary Unaudited Viacom/CBS Pro Forma

Combined Financial Information

F1 Unaudited Viacom/CBS Pro Forma Combined
Condensed Financial Information

F2 Unaudited Viacom/CBS Pro Forma Combined

Condensed Balance Sheet as of
September 30, 1999

(Continued on p. ii)
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INDEX TO EXHIBITS
(continued)

i

Unaudited Viacom/CBS Pro Forma Combined
Condensed Statements of Operations for the
Nine Months Ended September 30, 1999

Unaudited Viacom/CBS Pro Forma Combined
Condensed Statements of Operations for the
year ended December 31, 1998

Notes to Unaudited Viacom/CBS Pro Forma
Combined Condensed Financial Statements

Form of Letter from Viacom Inc. to the U.S.
Nuclear Regulatory Commission Confirming
Agreements to Assume Commitments,
Responsibilities and Liabilities

Proposed Amendment to Facility License No.
TR-2



ANALYSIS OF THE ISSUE OF
NO SIGNIFICANT HAZARDS CONSIDERATION FOR
AMENDMENT OF TEST REACTOR
FACILITY LICENSE NUMBER TR-2, DOCKET 50-022

EXHIBIT A



EXHIBIT A

ANALYSIS OF THE ISSUE OF
NO SIGNIFICANT HAZARDS CONSIDERATION FOR
AMENDMENT OF TEST REACTOR
FACILITY LICENSE NUMBER TR-2, DOCKET 50-022

REFERENCE 10 CFR 50.91(a)

The proposed change has been evaluated against the standards of 10 CFR 50.92(c) and it has
been determined not to involve any significant hazards consideration in the licensed activities
in accord with the proposed amendment:

1.

Would not involve a significant increase in the probability or consequences of an
accident previously evaluated.

The proposed amendment will transfer the possession only license (the “TR-2 License”)
for the TR-2 Test Reactor (the “TR-2 Facility”), from CBS Corporation (“CBS”) to
Viacom Inc. (“Viacom”). The amendment request is necessary because CBS, Viacom
and Viacom/CBS LLC have entered into an Agreement and Plan of Merger, dated as of
September 6, 1999, as amended and restated as of October 8, 1999 and as of November
23, 1999 (the “Merger Agreement”), under which CBS will merge with and into
Viacom. (Under certain circumstances specified in the Merger Agreement, CBS would
merge, with and into Viacom/CBS LLC, a wholly owned subsidiary of Viacom, rather
than with and into Viacom.) The shareholders of each of CBS and Viacom have
approved the merger, which is expected to be effective near end of the first quarter or
in the second quarter of 2000. The merged entity will retain the TR-2 Facility and TR-
2 License and the responsibility to continue the on-going decommissioning and license
termination activities in accordance with the “ WTR Decommissioning Plan” submitted
to the NRC and approved September 30, 1998, as amended.

The merged entity will meet all requirements for a NRC license, including all financial
and technical qualifications. In order to complete the decommissioning of the TR-2
Facility as described in the WTR Decommissioning Plan, CBS has entered into contract
with several third party organizations as described in the WTR Decommissioning Plan.
These contracts will be assumed by the merged entity and remain in place so that there
will be no effective change in the personnel associated with the on-going
decommissioning project under the TR-2 License. The merged entity will retain full
responsibility for the project and therefore will continue to provide direct management
oversight in the form of project management personnel who will remain employees of
the merged entity or are contractor personnel reporting directly to the merged entity.
(See Amendment No. 10 to the TR-2 License, dated November 23, 1999.)

Under the provisions of the WTR Decommissioning Plan, personnel at the Waltz Mill
Site currently provide certain oversight activities with respect to radiation safety for the



TR-2 Facility decommissioning project. These oversight activities primarily involve
the review and approval of the decommissioning activities utilizing the Radiation Safety
Committee that is established under the site’s active SNM-770 license. The assets and
facilities, including personnel, associated with the SNM-770 license were transferred to
Westinghouse Electric Company LLC (“Westinghouse™) as part of a sale transaction
between CBS and BNFL Nuclear Services, Inc. completed on March 22, 1999 pursuant
to which CBS sold its commercial nuclear business (with certain exceptions) to
Westinghouse. CBS and Westinghouse continue to coordinate the activities conducted
under the active SNM-770 license that support the TR-2 decommissioning activities.
CBS has an on-going relationship with Westinghouse to continue such site oversight
activities provided by the Waltz Mill Site under License SNM-770, as described in the
WTR Decommissioning Plan. The merged entity will assume the responsibilities of
CBS and will continue the relationship with Westinghouse.

In summary, the personnel responsible for decommissioning activities under the TR-2
License will continue to be technically qualified to carry out licensed activities. There
will be no effective change in the personnel who are responsible for completion of the
TR-2 License decommissioning effort as described in the WTR Decommissioning Plan.
Thus, the requested amendment does not involve any changes in the conduct of licensed
activities, which will continue in their current form without interruptions of any kind.

The proposed amendment also does not require any physical change to the TR-2
Facility or changes to Technical Specifications or procedures under the TR-2 License.
The proposed change does not increase the probability of an accident previously
evaluated because it does not affect any initiators in any of the previously evaluated
accidents. The proposed change does not increase the consequences of any accident
previously evaluated because it does not affect any of the items on which the
consequences depend.

Therefore, the proposed amendment does not involve a significant increase in the
probability or consequences of an accident previously evaluated.

Would not create the possibility of a new or different kind of accident from any accident
previously evaluated.

The proposed amendment does not modify the TR-2 Facility configuration or licensed
activities. Thus no new accident initiators are introduced.

Therefore, the proposed amendment does not create the possibility of a new or different
accident from any accident previously evaluated.

Would not involve a significant reduction in a margin of safety.



This amendment request is necessary because of the announced merger of CBS with
and into Viacom, with Viacom as the surviving corporation. Viacom will be financially
qualified to hold the TR-2 License.

Furthermore, the personnel responsible for decommissioning activities under the TR-2
License will continue to be technically qualified to carryout licensed activities. There
will be no effective change in the personnel who are responsible for completion of the
TR-2 License decommissioning effort as described in the WTR Decommissioning Plan.
Thus, the requested amendment does not involve any changes in the conduct of
licensed activities, which will continue in their current form without any interruptions
of any kind.

The proposed change does not alter any margin of safety because it does not involve
any changes in the TR-2 Facility or licensed activities under the TR-2 License which
will continue in their current form without any interruptions of any kind.

Therefore, the proposed amendment does not involve a significant reduction in a
margin of safety.



CONTACT LIST FOR TEST REACTOR FACILITY
LICENSE NUMBER TR-2, DOCKET 50-022

EXHIBIT B



CONTACT LIST
TEST REACTOR FACILITY
LICENSE NUMBER TR-2, DOCKET 50-022

Principle: CBS Corporation
Gateway Center
11 Stanwix Street
Pittsburgh, PA 15222

Mailing address for correspondence regarding this matter until closing of the merger
transaction described in the Application for amendment:

Barton Z. Cowan, Esq.

Eckert Seamans Cherin & Mellott, LLC
600 Grant Street, 44™ Floor

Pittsburgh, PA 15219

Telephone: (412) 566-6029
Fax: (412) 566-6099
E-Mail: bzc@escm.com

Mailing address for all licensing correspondence on and after closing of the sale transaction
described in the Application for amendment:

Viacom, Inc.
Gateway Center

11 Stanwix Street
Pittsburgh, PA 15222

Attention: Mr. Richard K. Smith, Director
Environmental Remediation

Telephone: (412) 642-3285



REPORT OF INDEPENDENT ACCOUNTANTS TO VIACOM INC.
FOR YEARS ENDED
DECEMBER 31, 1997 AND DECEMBER 31, 1998
(FROM SEC FORM 10-K)

(EXCERPTED FROM FORM 10-K FOR THE FISCAL YEAR

ENDED DECEMBER 31, 1998 FILED BY VIACOM INC.
WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION)

EXHIBIT C
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the end of 1999.

The Company's goal is to achieve timely and substantial Y2K compliance, with
remediation work assigned based upon how critical each system is to the
Company's business. Due to the general uncertainty inherent in the Y2K problem
resulting in part from the uncertainty of compliance by the Company's principal
business partners and third party providers, the Company is unable to determine
at this time what the consequences of Y2K may be. Also, the Company's
international operations may be adversely affected by failures of businesses in
other parts of the world to take adequate steps to address the Y2K problem. The
Company will continue to devote the necessary resources to complete its Y2K
program and contingency plans and believes that the completion of its Y2K
program and contingency plans will significantly mitigate operational and
financial risks.

‘Costs

¥2K costs have been expensed as incurred, except those costs directly related to
the replacement of systems requiring upgrades in the ordinary course of buginess
which have been capitalized. As of February 28, 1999, the Company had incurred
costs of approximately $31.7 million, of which $8.4 million has been
capitalized. The estimated additional costs to complete the Y2K program are
currently expected to approximate $20.7 million, of which approximately $4.0
million are expected to be capitalized. Based on these amounts, the Company does
not expect the costs of the Y2K program to have a material effect on its results
of operations, financial position or liquidity.

IX-24
<PAGE>

Item 8. Financial Statements and Supplementary Data.
REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and
Shareholders of Viacom Inc.

In our opinion, the accompanying consolidated balance sheets and the related
congolidated statements of operations, of cash flows and of shareholders' equity
present fairly, in all material respects, the financial position of Viacom Inc.
- and its subsidiaries (the "Company") at December 31, 1998 and 1997, and the
" results of their operations and their cash flows for each of the three years in
the period ended December 31, 1998, in conformity with generally accepted
accounting principles. In addition, in our opinion, the financial statement
schedule listed in.the- index.appearing under Item 14 (a) present fairly, in all : o

EXHIBIT C
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material respects, the information set forth therein when read in conjunction
with the related consclidated financial statements. These financial statements
and financial statement schedule are the responsibility of the Company's
management; our responsibility is to express an opinion on these financial .
statements and financial statement schedule based on our audits. We conducted
our audits of these statements in accordance with generally accepted auditing
standards which require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for the opinion expressed above.

‘PricewaterhouseCoopers LLP

New York, New York
February 8, 1999, except for the first paragraph of Note 2, which is as of
February 25, 1999
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MANAGEMENT'S STATEMENT OF RESPONSIBILITY FOR FINANCIAL REPORTING

Management has prepared and is responsible for the consolidated financial
statements and related notes of Viacom Inc. They have been prepared in
accordance with generally accepted accounting principles and necessarily include
amounts based on judgments and estimates by management. All financial
information in this annual report is consistent with the consolidated financial
statements.

The Company maintains internal accounting control systems and related policies
and procedures designed to provide reasonable assurance that assets are
safeguarded, that transactions are executed in accordance with management's
authorization and properly recorded, and that accounting records may be relied
upon for the preparation of consolidated financial statements and other
financial information. The desgign, monitoring, and revision of internal
accounting control systems involve, among other things, management's judgment
- with respect to the relative cost and expected benefits of specific control
measures. The Company also maintains an internal auditing function which
evaluates and reports on the adequacy and effectiveness of internal account;ng
.+ - controls, policies and procedures. s w . Cew L -

EXHIBIT C
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Viacom Inc.'s consolidated financial statements have been audited by
PricewaterhouseCoopers LLP, independent accountants, who have expressed their
opinion with respect to the presentation of these statements.

The Audit Committee of the Board of Directors, which is comprised solely of
directors who are not employees of the Company, meets periodically with the
independent accountants, with our internal auditors, as well as with management,
to review accounting, auditing, internal accounting controls and financial
reporting matters. The Audit Committee is also responsible for recommending to
the Board of Directorxs the independent. accounting firm to be retained for the
coming year, subject to shareholder approval. The independent accountants and
the internal auditors have full and free access to the Audit Committee with and
without management's presence.

VIACOM INC.

By: /s/ Sumner M. Redstone

LR E R EE LR LR L EEE X R T XL X

- Sumner M. Redstone
Chairman of the Board of Directors,
Chief Executive Officer

By: /8/ George S. Smith, Jr.

-------------------------------------

George S. Smith, Jr.
Senior Vice President,
Chief Financial Officer

By: /s/ Susan C. Gordon

Susan C. Gordon
Vice President, Controller,
Chief Accounting Officer
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VIACOM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
. {In millions, - except. per share amounts). - . " . . e e,
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<TABLE>
<CAPTION> .
Year Ended December 31,
1998 1997 1996
<S> <C> <C> <C>
REVENUEB ...t iiivsioessassostassasonssssasssessssssnsssosse $§ 12,096.1 $ 10,684.9 $ 9,683.9
Expenses:
OPeratifng .vvesrretioenneronssannsoascsossannssssnnsaasanna 8,506.3 7.,476.3 6,340.2
Selling, general and administrative ..........cc00evunnns 2,060.9 1,750.6 1,442.0
Restructuring charge (Note 4) ........... ctteseseaaaaas -- -- 50.2
Depreciation and amortization .........civeerienrirennnns 777.3 772.6 654.3
TOtAl EXPENBEB . .cvvevesstressanesacnaansosssnssssasssans 11,344.5 9,999.5 8,486.7
Operating inCOME ...vvevvevrrosesrsnssrvsncvsnsronencascnnns 751.6 685.4 1,197.2
Other income (expense):
Interest expense, net ........ Cectesesesansttateseneanns (599.0) (750.9) (785.5)
Other itemg, net (Note 16) .....veeceeveneoseorsseonnnns (15.3) 1,244.0 (1.6)
Earnings from continuing operations before income taxes ... 137.3 1,178.5 410.1
Provision for income taXeB .......coccsvescassonscssoseassns (138.7) (646.4) (243.3)
Equity in loss of affiliated companies, net of tax (Note 7) (41.4) (163.3) (13.3) _
Minority interest .....ccvevverveverovsereesvsnnrosoanannss (0.7) 4.7 (1.3
Barnings (loss) from continuing operations ................ (43.5) 373.5 152.2
Discontinued operations (Note 3):
Earnings (loss), net of LaX .....cccveveecsccatcsasannnns (54.1) 14.9 (62.0)
Net gain on dispositions, net of tax ......ceevseeesccen 49.9 405.2 1,187.7
Net earnings (loss) before extraordinary loss ............. {(47.7) 793.6 1,247.9
Extraordinary loss, net of tax (Note 17) ....ccveeeerannens (74.7) -- --
Net earnings (loB8) ....iveeeroncsarersssonssssonsensssosans (122.4) 793.6 1,247.9
Cumulative convertible preferred stock dividend requirement "~ (57.2) (60.0) (60.0)
Discount on repurchase of preferred stock (Note 10) ....... 30.0 -- -

-------- - - . -- ceccenenee.

Net earnings (loss) attributable to common stock .......... 8 (149.6) $ 733.6 $ 1,187.9

- I B S NG 38 A B 3N N HBERSSOSRZERS SERERSSRRS

Basic earnings per common share:
SRR Earnings (loss) from continuing.operations .......ccecee- § - (.10)  § 44 .8 .13

" EXHIBIT C
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Net earnings (loss) ......

Diluted earnings per common share:
Earnings (loss) from continuing operations ............. §
Net earnings (loB8) ......ccieeevnreressceocrssennnsennons $
Weighted average number of common shares:
Basic ..iiiiiivienennen
-Diluted .ivieneennenns
</TABLE>

'
See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In millions)._

<TABLE>
<CAPTION>

<S>

‘Agsets

84 of 231

Current Assets:
Cash and cash equivalents ....ccecierecncaneosonssosconscnnns
Receivables, less allowances of $98.7 (1998) and $99.8 (1997)
Inventory (Note 6)
Theatrical and television inventory (Note 6)
Other current aA8BELEH .....cieieetesvsososssorsassssssssesasnas

Total current assets ...

5 9 0 680 00080202000 RNCEERERNOTES

Property and Equipment:
Land .cccecccccncacronsrsassonaaes
BUuildings .iiveneeverssssecesatussosnesesocesesensnassaassannes
Capital 1e@Be8 ....ccecvvanecnesnrsorrsssrsarosssassassonssnsas
Equipment. and Other ....ccecrseeeancstoscensatcnssrassossnsons

I R I I T R R R R N A R

(.21)

(.10)
(.21)

708.7
708.7
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O W

1.04

44
1.04

705.8
708.5

December 31,

$ 767.3

458.5
1,636.8
671.7

1,770.0:

1,668.0

.

728.0
734.7

EXHIBIT C
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4,537.0 4,320.2

Less accumulated depreciation and amortization .............. 1,457.5 1,122.5
Net property and equipment .........coeeccececcvcovvsasanns 3,079.5 3,197.7
Inventory (NOLe 6) ......cveveevreeensononosonncnsscsosssssassss 2,470.8 2,650.6

Intangibles, at amortized €COBt .......cvvfivercerraanrennannaae 11,557.3 14,699.6
[
othEr assets N EEEREEREENEERNNIEII A B E I IR NI I I IS I IR I I I I B A L 1'44100 2'027.3

$23,613.1  $28,288.7

</TABLE>
See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In millions, except per share amounts)

<TABLE>
<CAPTION>
December 31,
1998 1997
<S> <C>» <C>

Liabilities and Shareholders' Equity
Current Liabilities: .
Accounts Payable .....iieiiiectiitciinntsaceanacsseraaaaans $ 499.2 $§ 699.7

Accrued eXPENBEB ...coevesossrssovsssorsensvsasssscssosssana 2,125.8 1,574.7
Deferred inCOME ......ccveveecnrorenoasanescasssssssnssnsae 286.5 254.6
Accrued compensation .....cciciiiiiiiiiinttiassstsaensoans 410.3 441.7
Participants' share, residuals and royalties payable ..... 1,227.5 951.3
. Program Yights ....ccceecececaoccocncnsanssncsonsassnncnns 179.6 197.7
Income tax payable .....cccevvneenccccncesscssssssccassans 526.5 556.3
Current portion of long-term debt ........cccoveevnnvacnns 377.2 376.5

EXHIBIT C
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Total current liabilities .....covicevvereeccccncces

Long-term debt (Note 8) ....cvcovvseecncennes ceennn
Other liabilities .....cvvvvevnvencase

* s 00000000000

LR R N N R R A A S I NI S A SR BAY

Commitments and contingencies (Note 13)

Shareholders' Equity:

Convertible Preferred Stock, par value $.01 per share; 200.0
shares authorized; 12.0 (1998) and 24.0 (1997) shares
isBued and outstanding ......ccciiiittiiriiiiiit it iieiiaas

Class A Common Stock, par value $.01 per share; 200.0 shares
authorized; 141.6 (1998) and 140.7 (1997) shares issued ..

Class B Common Stock, par value $.01 per share; 1,000.0 shares
authorized; 591.9 (1998) and 581.1 (1997) shares issued ..

Additional paid-in capital ..........

Retained earnings ..... cenens

Accumulated other comprehensive loss (Note 1) ................

Less treasu}y stock, at cost; 38.5 shares (1998) and
13.0 shares (1997)

s s e s s s e s s s et s v

Total shareholders' equity

L I N I R B I I NN N SR B N Y

</TABLE>
See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
{(In millions)

<TABLE>
<CAPTION>

600.0
1.4

5.9

10,574.7

1,932.9
(67.1)

$23,613.1

http/iwww sec.gov/Archives/edgar/data/813828/0001005477-99-001528.txt

7,423.0
2,429.6

1,200.0
1.4

5.8

10,329.5

2,089.0
(12.6)

$28,288.7

Year Ended December 31,
EXHIBIT C
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<S>
Operating Activities:
Net earnings (logs) ....cccecanssn Cesesesssetnersassasneoes coens
Adjustments to reconcile net earnings (loss) to net cash
flow from operating activities:

Net gain on dispositions ......... ceeesrssennncnaonnae ceeasaes
Depreciation and amortization ........cccveveeneeernenns e
- Restructuring charge ......... teesrrecessaaes eeaeees ceenes e
Distribution from affiliated companies ............ccuiueenns
Gain on the sale of cost investments .......ccc0veveesnns ceens
Loss on redemption of debt ..... ‘e treeeserens cresreresaans
Equity in loss of affiliated companies et etessseerasans .
Amortization of deferred financing costs ....... ceresessane “ea

Change in operating assets and liabilities:
Decrease (increase) in receivables ......cicivitrnnerosnsons
Decrease (increase) in inventory and related
programming liabilities, met .......... .0ttt ceee
Decrease (increase) in prepublication costs, net ..... cieeas
Increase in prepaid expenses and other current assets ......
Decrease._ (increase) in unbilled receivables ............ .

Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in income taxes payable and deferred
income taxes, NEL .....coveernvarocsnnoncrosnns Cerieraaen
Increase (decrease) in deferred income ........v0eevvee- cenn
Other, net ....co00v.. cesesersararas cetetsestesnreaennss veese

Net cash flow provided by operating activities ............... ...

‘Investing activities:

Proceeds from dispositions ........ et rasareans e anas .e
Acquisitions, net of cash acquired ............ Ceeesaas ceeanes
Capital expenditures ..... S eesessesssessassteseenansaareenuaes
Investments in and advances to affiliated companies ..........
Proceeds from sale of cost investment ........co00000. tesesene
Proceeds from sale of short-term investments .........cc00ve..
Purchases of short-term investments ......... cresan et senasne

Other, Net .....cceveevevnns Crerereraeesenans e sseseaas -

Net cash flow provided by investing activities .............. ceas

Financing activities:
Repayments of credit agreements, net .........cccc000e cessenea
Repayment of notes and debentures .........ci0c0vtieneencnnnns
. Purchagse of.treasury stock and warrants .......enueeceecenss .

<C>

$ (122.4)

(49.9)
777.3
17.9

(118.9)
126.6
41.4
16.1

135.6

367.1
13.8
(119.7)
105.0
192.6

(563.9)
7.4

4,950.1
(126.4)
(603.5)
(100.3)

167.3

101.4
(151.6)
(18.6)

(2,383.0)
(869.3)
(809.6)

<C>

$ 793.6

(1,761.3)
943.3
62.2

-

163.3
33.6

(251.3)

79.7
(21.4)
(83.5)
(53.3)

(7.6)

455.6
(93.1)
80.2

3,014.9
(355.1)
(530.3)
(300.4)

139.8
(81.3)

18.2

(2,092.3)

(9.8)

<C>

$1,247.9

(1,157.7)
817.6
88.9
59.8

13.0
31.2

(413.3)

(443.0)
(57.9)
(40.0)

(226.5)

1.0

38.5

1,838.1
(299.8)
(598.6)

(88.8)
137.9
(149.2)

(859.5)
(50.9)
(223.6)
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Repurchase of Preferred StoCK ......ceecetvsnveccsscsstaseasces (564.0) -- -
Payment on capital lease obligations .......ccccvceivnsnsnenes (110.7) (66.2) (48.9)
Payment of Preferred Stock dividends ..........ccoeiieennnanins (64.8) (60.0) (60.0)
Proceeds from exercise of stock options and warrants ......... 182.8 69.6 95.1
Other, NEL ..t eterteaeresesosssessassasarsnsasssssssssessasnss 11.1 {(3.8) (17.4)
Net cash flow used in financing activities .......ccvevevreresess (4,607.5) (2,162.5) (1,165.2)
Net increase (decrease) in cagh and cash equivalents ............ 475.0 83.3 (255.1)
Cash and cash equivalents at beginning of year .......cevevevenes 292.3 209.0 464.1
Cash and cash equivalents at end of year ........ccciveevennnnn $ 767.3 $ 292.3 $ 209.0
L 2 2 ¢ 1 & 1 & ] 5 S 2R R 38 28 BE 2% BESMIWEES
</TABLE>
See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(In millions) -
<TABLE>
<CAPTION>
Year ended December 31,
1998 1997 1996
Shares Amounts Shares Amounts Shares Amounts
<S> <C> <C> <C> <C> <C> <C>
Convertible Preferred Stock: '
Balance, beginning of year ............ 24.0 $ 1,200.0 24.0 $ 1,200.0 24.0 $ 1,200.0
Repurchase of Preferred Stock ......... 12.0 600.0° -- -- -- .-
Balance, end of year .......s e iiceens 12.0 600.0 24.0 $ 1,200.0 24.0 $ 1,200.0
EERENERNEEEN ¢t 1 3 ¢ 1 ¢ % § 3 RERESSIEREIT EBEZESESSE =======8§ t -+ -t &t ¢ 1 § §
v Class A Common Stock:
Balance, beginning of year .......cc0.. 140.7 $ 1.4 140.2 [ 1.4 150.2 $ 1.5
Exercise of stock options and warrants .9 -- .5 -- .8 --
. Cable split-off ... ccvvremenrncnnnns . - L - -~ .- (10.8) (.1
' EXHIBIT C

88 0f 231 2/9/00 3:05 PM



89 of 231

Balance, end of year ....cccecerverces . 141.6
Class B Common Stock:

Balance, beginning of year ............ 581.1
Exexrcise of stock options and warrants <10.8
Cable split-off ......... Cheeeassecanne --
Balance, end of year ......... ceseaanae 591.9

[ ]
Additional Paid-In Capital:

Balance, beginning of year ............
Exercise of stock options and warrants,

net of tax benefit ........... N
Lable split-off ......... Cereressasenes
Marrants reépurchased ........ coeesua vee
Balance, end of year ........coeeeuvunee

Retained Earnings:
Balance, beginning of year ............
Net earnings (loss) ............. caeees
Preferred stock dividend

requirement ............ ceereeanerans
Discount on repurchase of

Preferred Stock .......cicvvnesecenes
Comprehensive income reclassification..
Exercise of stock options .............

Balance, end of year .......co0ee0es e
Accumulated Other Comprehensive Income (Loss):
Balance, beginning of year ............
Other comprehensive income (loss) .....

Balance, end of year .....ccovesenvsose

Treasury Stock, at cost:

Balance, beginning of year ............ 13.0
Class A Common Stock repurchased ...... -
Class B Common Stock repurchased ...... 26.2
Exercise of stock options ....... ceenens (.7)
- Balance, end of year ...... e sest e aan e 38.5

$ 1.4
$ 5.8
.1
$ 5.9
$10,329.5
280.1
(34.9)
$10,574.7
$ 2,089.0
(122.4)
(57.2)
30.0
(6.5)
$ 1,932.9
$ (12.6)
(54.5)
$ (67.1)
$ (229.5)
(787.0)
18.3
$ .(998.2)

hup:/lwww.uc.gov/Archivesledgar/daWSl3828/0001005471-99-001 528.4xt

$ 1.4
] 5.8
$ 5.8
$10,238.5
94.9
(3.9)
$10,329.5
$ 1,358.6
793.6
(60.0)
(3.2)

$ 2,089.0
$ 5.9
(18.5)

$ (12.6)
$ (223.6)
(5.9)

$ (229.5)

140.2

589.2

$ 1 . 4
L 1 t ¢t i 3 13 3 3
$ 5.9
.1

( L] 2

$ 5.8
$10,723.2
157.4
(625.5
(16.6
$10,238.5
$ 173.1
1,247.9
(60.0
(2.4

$ 1,358.6
-2 2t 2 2 3§ % 4
$ (11.9
17.8

$ 5.9
$ -
(22.9
(200.7

$  (223.6
EXHIBIT C
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Total Shareholders' Equity .....ccccone $12,049.6
[ 1 3 1 ¢t ¢ ¢ 1 3 3

Comprehensive Income (Loss) (Note 1):

Net earnings (los8) .....cccovevvnesnes $ (122.4)

Other comprehensive income (loss) ..... (54.5)

Total Comprehensive Income (LosB)...... $ (176.9)

</TABLE> .
See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollars in millions, except per share amounts)
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1) DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - Viacom Inc. and its subsidiaries (the "Company") is a
diversified entertainment company with operations in the six segments described

below. These operating segments have been determined in accordance with the
Company's internal management structure, which is organized based on products
and services. In accordance with Statement of Financial Accounting Standards
{#SFAS") 131, "Disclosures about Segments of an Enterprise and Related

Information", certain similar operating segments have been aggregated. See Note
3 regarding the presentation of discontinued operations. See Note 14 regarding

the relative contribution to revenues and operating results of each of the
-following operating segments:

Networks

MTV Networks owns and operates advertiser-supported basic cable television
program services, and Showtime Networks Inc. owns and operates premium

subscription cable television program services.

Entertainment

Paramount Pictures: 1) produces, acquires, finances and distributes feature

motion pictures,.normally for exhibition.in U.S. and foreign theaters followed

$13,383.6
naESESaas
$ 793.6

(18.5)
$ 775.1

$12,586.6

$ 1,247.9
17.8

$ 1,265.7

EXHIBIT C
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by videocassettes and discs, pay-per-view television, premium subscription
television, network television, basic cable television and syndicated television
exploitation; 2) produces, acquires and distributes series, mini-series,
specials and made-for-television movies initially for network television,
first-run syndication and basic cable television, and subsequently for
syndication; 3) operates movie theaters; 4) acquires and exploits a library of
music copyrights to various musical works, including songs, scores and cues; and
5) owns and operates 17 televisions stations and operates 2 stations pursuant to
local marketing agreements.

Spelling Entertainment Group Inc. (*Spelling") is a producer and distributor of
televigion series, mini-geries and made-for-television movies.

Video

.Blockbuster Video operates and franchises videocassette rental and retail sales
. stores throughout the United States and internationally.

91 of 231

Parks

Paramount Parks owns and operates five regional theme parks and a themed
attraction in the United States and Canada.

Publishing

Simon & Schuster publishes and distributes consumer hardcover books, trade
paperbacks, mass-market paperbacks, children's books, audiobooks, electronic
books and CD-ROM products in the United States and internationally.

Online

Viacom online services provides online music and children destinations featuring
entertainment, information, community tools and e-commerce.

II-32
<PAGE>

VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

Use of Estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and

EXHIBIT C
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disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could subsequently differ from those estimates.

Principles of Consolidation - The consolidated financial statements include the
accounts of the Company and investments of more than 50% in subsidiaries and
other entities. Investments in affiliated companies over which the Company has a
significant influence or ownership of more than 20% but less than or equal to
50% are accounted for under the equity method. Investments of 20% or less are
accounted for under the cost method. All significant intercompany transactions
have been eliminated.

Cash Equivalents - Cash equivalents are defined as short-term (three months or
less) highly liquid investments.

Inventories - Inventories related to theatrical and television product (which
include direct production costs, production overhead, acquisition costs, prints
and certain exploitation costs) are stated at the lower of amortized cost or net
realizable value. Inventories are amortized, and liabilities for residuals and
participations are accrued, on an individual product basis based on the
proportion that current revenues bear to the estimated remaining total lifetime
revenues. Estimates for initial domestic syndication and basic cable revenues
are not included in the estimated lifetime revenues of network series until such
sales are probable. Estimates of total lifetime revenues and expenses are
periodically reviewed. The costs of feature and television films are classified
as current assets to the extent such costs are expected to be recovered through
their respective primary markets, with the remainder classified as non-current.
A portion of the cost to acquire Paramount and Spelling was allocated to
theatrical and television inventories based upon estimated revenues from certain
£ilms less related costs of distribution and a reasonable profit allowance for
the selling effort. The cost allocated to films is being amortized over their
estimated economic lives not to exceed 20 years.

The Company estimates that approximately 70% of unamortized film costs
(including amounts allocated under purchase accounting) at December 31, 1998
will be amortized within the next three years.

Inventories related to base stock videocassettes (generally less than five
copies per title for each store) are recorded at cost and a portion of these
costg are amortized on an accelerated basis over three months, generally to §8
per unit, with the remaining base stock videocassette costs amortized on a
straight-line basis over 33 months to an estimated $4 salvage value. The cost of
non-base stock videocassettes (generally greater than four copies per title for
each store) is amortized on an accelerated basis over three months to an
- estimated. $4 salvage value. Video.games.are .amortized on an accelerated basis . . . o T e

EXHIBIT C
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over a 12 month period to an estimated $10 salvage value (See Note 4).
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

Program Rights - The.Company acquires rights to exhibit programming on its
broadcast stations or cable networks. The costs incurred in acquiring programs
are capitalized and amortized over the license period. Program rights and the
related liabilities are recorded at the gross amount of the liabilities when the

.license period has begun, the cost of the program is determinable, and the

program is accepted and available for airing.

Property and Equipment - Property and equipment is stated at cost. Depreciation
is computed principally by the straight-line method over estimated useful lives
ranging from 3 to 40 years. Depreciation expense, including capitalized lease
amortization, _was $441.8 million (1998), $447.2 million (1997) and $331.1
million (1996).

Property and equipment includes capital leases of $399.0 million and $463.1
million as of December 31, 1998 and December 31, 1997, respectively, net of
accumulated amortization of $272.7 million and $192.5 million, respectively.
Amortization expense related to capital leases was $62.6 million (1998), $58.4
million (1997) and $63.0 million (1996).

"In 1996, the Company adopted SFAS 121 "Accounting for the Impairment of
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Long-Lived Assets and for Long-Lived Assets to Be Disposed Of" ("SFAS 121%).
SFAS 121 requires that the Company assess long-lived assets and certain
identifiable intangibles for impairment whenever there is an indication that the
carrying amount of the asset may not be recoverable. Recoverability of these
assets is determined by comparing the forecasted undiscounted cash flows
generated by those assets to the assets' net carrying value. The amount of
impairment loss, if any, will generally be measured by the difference between
the net book value of the assets and the estimated fair value of the related
assets. The adoption of SFAS 121 did not have a significant effect on the
consolidated financial position or results of operations.

Intangible Assets - Intangible assets, which primarily consist of the cost of
acquired businesses in excess of the fair value of tangible assets and
liabilities acquired ("goodwill"), are generally amortized by the straight-line
method over estimated.useful lives of up.to 40 years. The Company evaluates the
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amortization period of intangibles on an ongoing basis in light of changes in
any business conditions, events or circumstances that may indicate the potential
impairment of intangible assets. Accumulated amortization of intangible assets
was $1.6 billion at December 31, 1998 and 1997.

Revenue Recognition - Subscriber fees for Networks are recognized in the period
the service is provided. Advertising revenues for Networks are recognized in the
period during which the spots are aired. Video segment revenues are recognized
at the time of rental or sale. The publishing segment recognizes revenue when
merchandise is shipped.

(]
Theatrical revenues from domestic and foreign markets are recognized as f£ilms
are exhibited; revenues from the sale of videocassettes and discs are recognized
upon availability of sale to the public; and revenues from all televisgion
sources are recognized upon availability of the film for telecast. On average,
the length of the initial revenue cycle for feature films approximates four to
.8even years.
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Television series initially produced for the networks and first-run syndication
are generally licensed to domestic and foreign markets concurrently. The more
successful series are later syndicated in domestic markets and in certain
foreign markets. The length of the revenue cycle for television series will vary
depending on the number of seasons a series remains in active production.
Revenues arising from television license agreements are recognized in the period
that the films or television series are available for telecast and therefore may
cause fluctuation in operating results.

Interest - Costs associated with the refinancing or issuance of debt, as well as
with debt discount, are expensed as interest over the term of the related debt.
The Company enters into interest rate exchange agreements; the amount to be paid
or received under such agreements is accrued as interest rates change and is
recognized over the life of the agreements as an adjustment to interest expense.
Amounts paid for purchased interest rate cap agreements are amortized as
interest expense over the term of the agreement.

Foreign Currency Translation and Transactions - The Company's foreign
;- Bsubsidiaries' assets and liabilities.are translated at exchange rates in effect
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at the balance sheet date, while results of operations are translated at average
exchange rates for the respective periods. The resulting translation gains or
losses are included as a separate component of shareholders' equity in
Accumulated Other Comprehensive Income. Foreign currency transaction gains and
losses have been included in "other items, net", and have not been material in
any of the years presented.

Provision for Doubtful Accounts - The provision for doubtful accounts charged to
expense was $29.5 million (1998), $83.1 million (1997) and $55.1 million (1996).

Net Earnings (Loss) per Common Share - Basic earnings per share is based upon
the net earnings applicable to common shares after preferred dividend
requirements and upon the weighted average number of common shares outstanding
during the period. Diluted earnings per share reflects the effect of the assumed
conversions of convertible securities and exercise of stock options only in the
periods in which such effect would have been dilutive.

In December 1998, the Company repurchased 12 million shares of its convertible
preferred stock. The preferred stock had a cumulative cash dividend of $30
million per year.

For each of the full years presented, the effect of the assumed conversion of
preferred stock is antidilutive and therefore, not reflected in diluted net
earnings per common share. Prior period amounts have been adjusted to reflect
the effect of the 2-for-1 stock split (See Note 2). The numerator used in the
calculation of both basic and diluted EPS for each respective year reflects
earnings from continuing operations less preferred stock dividends of $57.2
million for 1998 and $60 million for both 1997 and 1996 plus the discount on
repurchase of preferred stock of $30 million for 1998. The table below presents
a reconciliation of weighted average shares used in the calculation of basic and
diluted EPS:
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1998 1997 1996
Weighted average shares for basic EPS ......... 708.7 705.8 728.0

Plus incremental shares for stock options ..... -- 2.7 6.7

et s . ooar . ey
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708.7 708.5 734.7

Weighted average shares for diluted EPS .......

Comprehensive Income (Loss) ~-- The Company adopted SFAS 130, "Reporting
Comprehensive Income*, effective January 1, 1998. The components of accumulated
other comprehensive income (loss) were as follows:

<TABLE>
<CAPTION>
Minimum
’ Unrealized Cumulative Pension
Gain (Loss) Translation Liability
on Securities Adjustments Adjustment
<8> <C> <C> <C>
At December 31, 1995 ....... $ 2.0 $ (9.9) $ (4.0)
Current period change ...... 3.0 21.2 (6.4)
At December 31, 1996 ....... 5.0 11.3 (10.4)
Current period change ...... 29.9 (50.4) 2.0
At December 31, 1997 ....... 34.9 (39.1) (8.4)
Current period change ...,.. (33.7) (19.0) (1.8)
At December 31, 1998 ....... $ 1.2 $ (58.1) $ (10.2)
</TABLE>

Reclassifications - Certain amounts reported for prior years have been
reclassified to conform with the current year's presentation.

Recent Pronouncements - In April 1998, Statement of Position 98-5 "Reporting on
the Costs of Start-Up Activities" ("SOP 98-5") was issued. SOP 98-5 provides
guidance on the financial reporting of start-up costs and organization costs.
The SOP is effective for financial statements for fiscal years beginning after
December 15, 1998. The Company does not anticipate that the adoption of this
gtatement will have a material effect on its financial statements.

In June 1998, the FASB issued SFAS 133, "Accounting for Derivative Instruments
and Hedging Activities" ("SPFAS 133"), effective for fiscal years beginning after
June 15, 1999. The Company anticipates that due to its limited use of derivative
ingtruments, the adoption of SFAS 133 will not have a material effect on its
financial statements.

Accumulated

Other

Comprehensive

Income (Loss)
<C>

17.8

R Y

§ (67.1)
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

In October 1998, the FASB released an exposure draft of the proposed statement
on "Rescigsion of FASB Statement No. 53, Financial Reporting by Producers and
Distributors of Motion Picture Films," ("SFAS 53"). An entity that previously
was subject to the requirements of SFAS 53 would follow the guidance in a
proposed Statement of Position, "Accounting by Producers and Distributors of
Films." This proposed Statement of Position would be effective for financial
statements for fiscal years beginning after December 15, 1999 and could have a
significant impact on the Company's results of operations and financial position
depending on its final outcome. The Company has not concluded on its impact
given the preliminary stages of the proposed Statement of Position.

2) SUBSEQUENT EVENTS

On February 25, 1999, the Board of Directors of the Company declared a 2-for-1
common stock split, to be effected in the form of a dividend. The additional
shares will be issued on March 31, 1999 to shareholders of record on March 1§,
1999. All common share and per share amounts have been adjusted to reflect the
stock split for all periods presented (See Note 10).

On January 5, 1999, the Company repurchased the remaining 12 million shares of
its convertible preferred stock from Bell Atlantic Corporation for $612 million
in cash.

II-37
<PAGE>

VIACOM INC. AND SUBSIDIARIES
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3) DISCONTINUED OPERATIONS

In accordance with Accounting Principles Board Opinion ("APB") 30, "Reporting
the Results of Operations - Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions", the Company has presented the following lines of business as
discontinued operations: its.educational, professional and reference publishing
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businesses ("Non-Consumer Publishing®), its music retail stores, interactive
game businesses, Viacom Radio Stations and Viacom Cable.

on November 27, 1998, the Company completed the sale of Non-Consumer Publishing
to Pearson plc for approximately $4.6 billion in cash plus approximately $92
million related to changes in net assets, which is subject to change based upon
final determination of net assets. Viacom retained its consumer publishing
operations, including the Simon & Schuster name. As a result of the sale, the
Company recorded a net gain on the transaction of $65.5 million.

On October 26, 1998, the Company completed the sale of its music retail stores
to Wherehouse Entertainment, Inc. for approximately $115 million in cash before
adjustments for changes in working capital and recorded a net loss on the
transaction of $138.5 million. The Company had previously closed the remaining
music stores that were not part of the transaction.

on February 19, 1997, the Company adopted a plan to dispose of its interactive
game businesses, including Viacom New Media, the operations of which were
terminated in 1997. On that same date, the Board of Directors of Spelling
approved a formal plan to dispose of Virgin Interactive Entertainment Limited
(*virgin") . Accordingly, the interactive game businesses were presented as
discontinued operations. On September 4, 1998, Spelling completed the sale of
substantially all of the development operations of Virgin to Electronic Arts
Inc. for $122.5 million in cash. In addition, on November 10, 1998, Spelling
completed the sale of all non-U.S. operations of Virgin to an investor group.

For the year ended December 31, 1997, the revenues and operating losses of the
interactive game businesses were $241.3 million and $43.5 million, respectively.
These losses were provided for in the estimated loss on disposal of $159.3
million, net of minority interest, which included a provision for future
operating losses of approximately $44.0 million, net of minority interest, as of
December 31, 1996. In the fourth quarter of 1997, an estimated loss of $32.0
million, net of minority interest, was recorded, reflecting anticipated future
operating losses and cash funding requirements through completion of the
disposition.

On July 2, 1997, the Company completed the sale of Viacom Radio Stations to
Chancellor Media Corp. for approximately $1.1 billion in cash. As a result of
the sale, the Company realized a gain on disposition of approximately $416.4
million, net of tax, in the third quarter of 1997.

On July 31, 1996, the Company completed the split-off of its Cable segment
pursuant to an exchange offer and related transactions. As a result, the Company
realized a gain of approximately $1.3 billion, reduced its debt and retired
approximately 4.1% of the.Company's:then total outstanding common shares.

Toweaaw
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

For the year ended December 31, 1998, the net gain on dispositions of $49.9
million includes the gain from the sale of Non-Consumer Publishing of $65.5
million, net of tax, a tax benefit related to the sale of Virgin of $134.0
million and the reversal of cable split-off reserves that were no longer
required, partially offset by the loss on the sale of the Company's music retail
stores of $138.5 million, net of tax, and additional reserves of $20.3 million,
net of minority interest, which provided for Virgin's operating losses through
its disposition.

For the year ended December 31, 1997, the net gain on dispositions of $405.2
million includes approximately $416.4 million, net of tax, for the Viacom Radio
Stations sale, a net reversal of approximately $20.8 million principally of
Cable split-off reserves that were no longer required partially offset by a
reserve of $32.0 million, net of minority interest, for anticipated additional
losges associated with the operations of Virgin through disposition.

For the year ended December 31, 1996, the net gain on dispositions of
approximately $1.2 billion includes the Cable gain of approximately $1.3 billion
and the Company's estimated loss on disposal of its interactive game businesses
of $159.3 million.

Basic earnings (loss) per share for discontinued operations wae ($0.01), $0.60
and $1.50 for 1998, 1997 and 1996, respectively. Diluted earnings (loss) per
share for discontinued operations was $(0.01), $0.60 and $1.49 for 1998, 1997
and 1996, respectively.

v II-39
<PAGE>
VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in wmillions, except per share amounts)
Summarized- financial.data of discontinued operations are.as follows:
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<TABLE>
<CAPTION>
Results of diacontinued operations: Non-Consuwer
Publishing Music Radio

<S> <C>» <C> <C>
For the Year ended December 31, 1998(1) (2)
Revenues ........cccevveoenne Cestesteseenes $§1,718.0 $ 293.5 -
Loss from operations before income

taxes ......... O cesee (15.2) (20.9) --
Benefit (provision) for income taxes ..... (26.0) 8.0 --
Net 1088 ....voveveveneenes veesessaa ceeeseaa (41.2) (12.9) --
For the Year ended December 31, 1997(3)
ReVenuUes ......iieevvevennnsannnnnns teeaan $1,915.5 $ 605.7 $ 57.1
Earnings {loss) from operations before

income taxes ............... Cecasaas - 144.5 (100.3) 24.5
Benefit (provision) for income taxes ..... (80.8) 37.6 (10.6)
Net earnings (loss) ....... cereresesanaena 63.7 (62.7) 13.9
For the Year ended December 31, 1996(4)
Revenues ......... Ceeiecencetrrr ettt nannns $1,784.1 $§ 616.2 $§ 113.5
Earnings (loss) from operations before

income taxes ......o00000000. cesesrevea 157.8 (87.4) 36.3
Benefit (provision) for income taxes P (85.0) 32.8 (16.1)
Net earnings (1lo88) .....cceiineeernnnnnns 73.1 (54.6) 20.2
</TABLE>

At December 31, 1597

Financial position(s):

Current asgets ......co0s00. Chereenresaee e $ 114.9
Net property and equipment ...... tecererenas 14.5
Other assets ......... sesesenen Secasecnrnran 153.1
Total liabilities ...... Cererraaas Ceeaaaa e (293.0)
Net liabilities of discontinued operations . $ (10.5)

(1)  Results of operations reflect Non-Consumer Publishing for the period
January 1 through November 26, 1998.

(2) Results of operations reflect the music retail stores for the period
January 1 through August 10, 1998.

(3) RBesults .of operations.include Radio for the six months ended June
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. 30, 1997. Results of operations of Interactive for 1997 were
provided for in the prior year's estimated loss on disposal.
(4) Results of operations include Cable for the six months ended June
30, 199s6.
(5) Reflects financial position of Interactive at December 31, 1997.

The provisions for income taxes of $18.0 million for 1998 and $53.8 million for
1997 represent effective tax rates of (49.9%) and 78.3%, respectively. The
effective tax rate for 1996 is not meaningful. The differences between the
effective tax rates and the statutory federal tax rate of 35% principally relate
to certain non-deductible expenses, the allocation of nondeductible goodwill
amortization, state and local taxes and, for 1996, the provision of valuation
allowances attributable to net operating losses of Virgin.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
{Tabular dollars in millions, except per share amounts)

4) CHANGE IN ACCOUNTING METHOD AND OTHER CHARGES

Effective April 1, 1998, Blockbuster adopted an accelerated method of amortizing
videocassette and game rental inventory. Blockbuster has adopted thig new method
of amortization because it has implemented a new business model, including
revenue sharing agreements with Hollywood studios, which has dramatically
increased the number of videocassettes in the stores and is satisfying consumer
demand over a shorter period of time. Revenue sharing allows Blockbuster to
purchase videocassettes at a lower product cost than the traditional buying
arrangements, with a percentage of the net rental revenues shared with the
studios over a contractually determined period of time. As the new business
model results in a greater proportion of rental revenue over a shorter period of
time, Blockbuster has changed its method of amortizing rental inventory in order
to more closely match expenses in proportion with the anticipated revenues to be
generated therefrom.

Pursuant to the new accounting method, the Company records base stock

videocassettes (generally less than five copies per title for each store) at

cost and amortizes a portion of these costs on an accelerated basis over three

months, generally to $8 per unit, with the remaining base stock videocassette

costs amortized on a straight-line basis over 33 months to an estimated $4

salvage value. The cost of non-base stock videocassettes (generally greater than

., .. four. coples per title for each.store) is amortized on an accelerated basis over .. . - T e
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three months to an estimated $4 salvage value. Video games are amortized on an
accelerated basis over a 12 month period to an estimated $10 salvage value.
Revenue sharing payments are expensed when revenues are earned pursuant to the
applicable contractual arrangements.

The new method of accounting has been applied to rental inventory held as of
April 1, 1998. The adoption of the new method of amortization has been accounted
for as a change in accounting estimate effected by a change in accounting
principle. The Company recorded a pre-tax charge of $436.7 million to operating
expenses in the second quarter of 1998. Approximately $424.3 million of the
charge represents an .adjustment to the carrying value of the rental tapes due to
the new method of accounting and approximately $12.4 million represents a
write-down of retail inventory.

The Company believes that the new amortization method developed for
Blockbuster's new business model will result in a better matching of revenue and
‘expense recognition. Under the new model, operating expense attributable to
videocassettes is comprised of revenue sharing payments, which are expensed when
earned, and amortization of product costs. The calculation of the change in
operating expense attributable to videocassettes and games for the twelve months
ended December. 31, 1998 would not be meaningful because the method of accounting
applied prior to April 1, 1998 did not contemplate the new business model.

Prior to April 1, 1998, videocassette rental inventory was recorded at cost and
amortized over its estimated economic life. Base stock videocassettes (1 to 4
copies per title for each store) were amortized over 36 months on a
straight-line basis. Non-base gtock videocassettes (the fifth and succeeding
copies per title for each store) were amortized over six months on a
straight-line basis. Video game inventory was amortized on a straight-line basis
over a period of 12 to 24 months.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

During the second quarter of 1997, Blockbuster shifted its strategic emphasis
from retailing a broad assortment of merchandise to focusing on its core rental
« business. Rationalization of the retail product lines such as sell-through
video, confectionery items, literature, music and fashion merchandise allowed
the Company to devote more management time and attention, as well as retail
" .-floor .selling space,. to its video and.rental game business. In addition, as part.. ° .- '-iwe.
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of its effort to improve the performance of its operations, Blockbuster adopted
a plan to close consistently underperforming stores primarily located in the
United Kingdom and Australia and to exit the German market. As a result,
Blockbuster recorded a pre-tax charge of $322.8 willion which consisted of
operating and general and administrative expenses of approximately $247.5
million, as well as depreciation expense attributable to the write-off of
long-lived assets of $45.9 million and write-offs attributable to international
joint ventures accounted for under the equity method of $29.4 million. As a
result of exiting the music business, approximately $72.6 million of the charge
has been presented as part of discontinued operations. The remaining balance of
the charge consisted.principally of $100.8 million for a reduction in the
carrying value of excess merchandise inventories, $69.6 million for the closing
of underperforming stores principally located in international markets, and
$39.3 million recognized as general and administrative expenses, primarily
related to relocation costs incurred in connection with the move of the
Company's employees, corporate offices and data center from Fort Lauderdale,
Florida to Dallas, Texas.

The $69.6 million charge for the closing of underperforming stores is comprised
of a $41.8 million non-cash impairment charge associated with long-lived assets
and a $27.8 million charge for lease exit obligations. These amounts have been
recognized as depreciation expense and general and administrative expense,
respectively. Through December 31, 1998, the Company has paid and charged
approximately $12.8 million against the lease exit obligations.

During the fourth quarter of 1996, Blockbuster adopted a plan to abandon certain
music retail stores, relocate its headquarters from Fort Lauderdale to Dallas
and eliminate third party distributors domestically. As a result of such plan,
Blockbuster recognized a restructuring charge of approximately $88.9 million of
which approximately $38.7 million related to Music retail stores closings which
is included as part of discontinued operations. Of the remaining charge, $25.0
million reflects estimated severance benefits payable to approximately 650
employees who had chosen not to relocate to Dallas, $11.6 million of other costs
related to the disposition of its corporate headquarters and $13.6 million for
eliminating third party distributors.

The Company relocation to Dallas was completed during the second quarter of
1997. Through December 31, 1998, the Company paid and charged approximately
$25.0 million against the severance liability and approximately $11.4 million
against the Fort Lauderdale exit. In addition, as of December 31, 1998,
substantially all activities related to the music retail store closings have

@ been completed. :

II-42 . - o i e - S SOR. TN
EXHIBIT C

103 of 231 2/9/00 3:05 PM



hup://www.sec.gov/Archives/edgar/data/813828/0001005477-99-001528.txt

<PAGE>

VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

5) ACCOUNTS RECEIVABLE

As of December 31, 1998, the Company had an aggregate of $399.6 million
outstanding under revolving receivable securitization programs. Proceeds from
the sale of these receivables were used to reduce outstanding borrowings. The
resulting loss on the sale of receivables was not material to the Company's
financial position and results of operations.

6) INVENTORIES

Inventories consist of the following:

<TABLE>
<CAPTION>
- , December 31,

1998 1997
<S> <C>» <C> -
Prerecorded videocassettes ......voevcevseenns $ 381.9 $ 559.2
Videocasgsette rental inventory .....ceevevececs 404.1 722.8
Publishing:

Finished goods ......ciivvevennnnnnsnnnns 59.7 301.2

Work in pProcess .....cceeeenevensacecsans 6.9 30.3
Materials and supplieB ... ccvvevvernssnnn 2.5 23.3

OLheY ...ttt etnretteraseesasanasesssssosensosnas 17.7 20.6
872.8 1,657.4

Less current portion .......... crcerrerens 468.7 934.8

Theatrical and television inventory:
Theatrical and television productions:

« Released .....cccvveninncinnnananenns $§ 1,800.4 S5 1,736.0
Completed, not released ......c0000. 35.9 17.8
In process and other ............... 321.0 341.4
. . ... Program rights ......ccccietrnnoecrennsss 1,246.2 1,150.7
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3,403.5 3,245.9
Less current portion ......ccoveeveceeoses 1,336.8 1,317.9
$ 2,066.7 $ 1,928.0
Total Current INVentory ......ceeevesessssnnnns $ 1,805.5 § 2,252.7
GSEEZENEEIERS A5 NE S 28 N BE 0% 28 AKX AR
Total Non-Current INVENLOXY ......cceoooevessees $ 2,470.8 § 2,650.6
Lt t 1 : &t 3 § 1 &} t t 2 ¢ 3 3 F 3 & 9

</TABLE>
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
{Tabular dollars in millions, except per share amounts)

7) INVESTMENTS IN AFFILIATED COMPANIES

The Company accounts for its investments in affiliated companies over which the
Company has significant influence or ownership of more than 20% but less than or
equal to 50%, under the equity method. Such investments principally include but
are not limited to the Company's interest in Comedy Central (50% owned), United
Paramount Network (50%, owned) and United Cinemas International (50% owned).
Investments in affiliates are included as a component of other assets.

The following is a summary of combined financial information which isg
based on information provided by the equity investees.

Year Ended December 31,

Results of operations:

REVENUEB ...vcevvrcnrannnnes $§ 1,898.3 $ 2,324.9 $ 2,074.9
Operating income (logg) .... (73.2) (142.5) 7.3
Net 1088 .ivvevievnnrnenannns (115.4) (150.6) (28.2)
. *. .At December 31, . - T e e
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1998 1997

Financial position:
Current aBBetB...cs000tscaosnssces $740.5 $866.6
Non-current assets......ci0eeeene 781.2 616.7
Current liabilities......cvcievvens 694.9 788.1
Non-current liabilities.......... 451.8 366.0
EBQUitY.ooiiviennrsevsnnnssssnonns 375.0 329.2

L
The Company, through the normal course of business, is involved in
transactions with affiliated companies that have not been material in any
of the periods presented.

In 1998, equity in loss of affiliated companies, net of tax, principally
reflects the net operating loss of United Paramount Network ("UPN"), a 50%
interest which was acquired in January 1997, partially offset by the
positive results of Comedy Central. In 1997, the equity loss primarily
reflects the net operating loss of UPN and charges associated with
international network ventures partially offset by earnings from the
Company's half-interest in USA Networks which was sold on October 21,
1997.
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(Tabular dollars in millions, except per share amounts)

8) BANK FINANCING AND DEBT

Long-term debt consists of the following:

<TABLE> .
<CAPTION>
December 31,
1998 1997
. <S> . <C> <C>
Notes payable to banks (a) ....vvvvevenvensnssecncannnones $ 848.3 $ 3,152.7
6-625% SBniOI’NOtBB due 1998 (b) S s s e s eI PP RTERIEEREBLAEGOEOCERIOESIEEOE TSN - 150.0

" 5.875% Senior Notes * due 2000, net of unamortized
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discount of $.2 (1998) and (1997) ......cecesencnncncs
7.5% Senior Notes * due 2002, net of unamortized

discount of $1.3 (1998) and $1.7 (1997) .cceveerccesnse
6.75% Senior Notes due 2003, net of unamortized

discount of $.2 (1998) and (1997) ..evvvevrereesonnvas
7.75% Senior Notes due 2005, net of unamortized

digcount of $5.9 (1998) and $7.1 (1997) ..cveeveenvons
7.625% Senior Debentures due 2016, net of unamortized

discount of $1.2 1998 and $1.3 (1997) .....c.vcun.. e
8.25% Senior Debentures * due 2022, net of unamortized

discount of $2.6, (1998) and $2.7 (1997) ..veveeerornas
7.5% Senior Debentures * due 2023, net of unamortized

digcount 0f §.5 ...ccevienecccnnnn e eersearetrenacnens
9.125% Senior Subordinated Notes * due 1999 () civvennnen
.8.75% Senior Subordinated Reset Notes * due 2001 (d) ....
10.25% Senior Subordinated Notes * due 2001 (€) .....ccne.
‘7.0% Senior Subordinated Debentures * due 2003, net of

unamortized discount of $36.0 (1997) (£f) ....covvevens
8.0% Merger Debentures due 2006, net of unamortized

discount of $44.1 (1998) and $98.9 (1997) (e) ..... eee
Other NOteB .. iiicvirvnraittiieiarsosesttsonesuncncsacanns
Obligations under capital leases .....cccvervevescocnossas

Less current Portion ......c.cevevesnsncssnossrsessrsossnsnnss

</TRBLE>

*Igsues of Viacom International guaranteed by the Company.

(a) -- EBffective March 26, 1997, the Company and Viacom International Inc.
(*viacom International") amended and restated the $6.489 billion and $311
million Credit Agreements and the $1.8 billion Credit Agreement, originally
established in 1994, to provide for credit agreements of $6.4 billion (the

149.8
248.7
349.8
965.0
198.7
247.4

149.5

36.3

475.2
20.5
501.4
4,190.6
377.2

§ 3,813.4
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149.8
248.3
349.8
992.9
198.7
247.3
149.5
150.0
100.0
200.0
195.5

971.4
16.6

$§ 7,423.0

"March 1997 Viacom Credit Agreement") and $100 million (the "March 1997 Viacom

International Credit Agreement," together with the March 1997 Viacom Credit
Agreement, collectively the "March 1997 Credit Agreements").

The March 1997

Credit Agreements increased commitments by $400 million, extended maturities and

reduced pricing.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

Effective December 23, 1997, the Company permanently reduced its commitments
under the March 1997 Credit Agreements by $1.0 billion.

Certain proceeds from the disposition of Non-Consumer Publishing in November of
1998 were used to reduce borrowings under the March 1997 Credit Agreements.

']
Effective June 30, 1997, certain financial covenants in the March 1997 Credit
Agreements and the £ilm financing credit agreement were amended to provide the
Company with increased financial flexibility.

The following is a summary description of the March 1997 Credit Agreements as
-amended. The description does not purport to be complete and should be read in
conjunction with each of the credit agreements which have been filed as exhibits
and are incorporated by reference herein.

The March 1997 Viacom Credit Agreement is comprised of (i) a $4.7 billion
senior unsecured reducing revolving loan maturing July 1, 2002 and (ii) a
$700 million term loan maturing April 1, 2002. The March 1997 Viacom
International Credit Agreement is comprised of a $100 million term loan
maturing July 1, 2002.

The Company guarantees the March 1997 Viacom International Credit
Agreement and notes and debentures issued by Viacom International. Viacom
International guarantees the March 1997 Viacom Credit Agreement and notes
and debentures issued by the Company.

The Company may prepay the loans and reduce commitments under the March
1997 Credit Agreements in whole or in part at any time.

The March 1997 Credit Agreements contain certain covenants which, among
other things, require that the Company maintain certain financial ratios
and impose on the Company and its subsidiaries certain limitations on
substantial asset sales and mergers with any other company in which the
Company is not the surviving entity.

The March 1997 Credit Agreements contain certain customary events of
. default and provide that it is an event of default if NAI fails to own at
least 51% of the outstanding voting stock of the Company.

-, The interest rate on all loans made under the three facilities is based upon
EXHIBIT C
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Citibank, N.A.'s base rate or the London Interbank Offered Rate ("LIBOR") and is
affected by the Company's credit rating. At December 31, 1998, the LIBOR (upon
which the Company's borrowing rate was based) for borrowing periods of one wmonth
and two months were each 5.09%. At December 31, 1997, LIBOR for borrowing
periods of one and two months were 5.72% and 5.75%, respectively.

The Company is required to pay a commitment fee based on the aggregate daily
unborrowed portion of the loan commitments. As of December 31, 1998, the Company
had $4.7 billion of available unborrowed loan commitments. The March 1997 Credit
Agreements do not require compensating balances.

[
On May 8, 1998, a subsidiary of the Company amended the 364-day film financing
credit agreement, guaranteed by Viacom International and the Company, which
extended the expiration date for one year, reduced pricing and decreased the
available credit by $109 million to $361 million.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
(b) -- On February 17, 1998, the Company retired all $150.0 million of its

outstanding 6.625% Senior Notes due 1998.

(c) -- On February 15, 1998, the Company redeemed all $150.0 million of Viacom
International’s outstanding 9.125% Senior Subordinated Notes due 1999, at a
Tedemption price equal to 101.3% of the principal amount.

(d) -- on May 15, 1998, the Company redeemed all $100.0 million of Viacom
International's outstanding 8.75% Senior Subordinated Reset Notes due 2001 at a
redemption price equal to 101% of the princ¢ipal amount.

(e} -- During December 1998, the Company commenced the unconditional tender
offers to purchase for cash, all of its outstanding 8.0% Merger Debentures due
2006 at a purchase price of 104% of the principal amount, and to purchase Viacom
International's outstanding 10.25% Senior Subordinated Notes due 2001 at a
purchase price of 112.925% of the principal amount. The tender offer for the
8.0% Merger Debentures expired on January 4, 1999. The offer for the 10.25%
Senior Subordinated Notes expired December 30, 1998 and $163.7 million of such
notes were tendered. Through December 31, 1998, $533.8 million of the 8% Merger
Debentures were tendered and classified as part of accrued liabilities as the
settlement date occurred.subsequent to year end. In 1999, an additional $307.5
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million of the 8.0% Merger Debentures were tendered for a total principal amount
of $841.3 million of notes tendered.

In addition, the Company purchased $21.8 million of the 8.0% Merger Debentures
and $29.0 million of the 7.75% Senior Notes in open market transactions during
1998.

(£) -- On December 30, 1998, the Company redeemed all $231.5 million of Viacom
International's outstanding 7% Senior Subordinated Debentures due 2003 at a
redemption price equal to 100% of the principal amount.

[}
The Company filed a shelf registration statement with the Securities and
Exchange Commission registering debt securities, preferred stock and contingent
value rights of Viacom and guarantees of such debt securities by Viacom
International which may be issued for aggregate gross proceeds of $3.0 billion.
The registration statement was declared effective on May 10, 1995. The net
proceeds from the sale of the offered securities may be used by Viacom to repay,
redeem, repurchase or satisfy its obligations in respect of its outstanding
indebtedness or other securities; to make loans to its subsidiaries; for general
corporate purposes; or for such other purposes as may be specified in the
applicable Prospectus Supplement. The Company filed a post-effective amendment
to this registration statement on November 19, 1996. To date, the Company has
issued $1.55 billion of notes and debentures and has $1.45 billion remaining
availability under the shelf registration statement.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

Interest costs incurred, interest income and capitalized interest are summarized
below:

Year Ended December 31,

----------- L L L L L )

1998 1997 1996
Interest Incurred ........... $ 622.3 $ 772.8 $ 823.9
Interest INCOME ..covvssvvons 23.4 21.0 33.9
Capitalized Interest ........ -- 1.0 4.5

.-The Company's scheduled maturities of.indebtedness through December .31, 2003,
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assuming full utilization of the March 1997 Credit Agreements, as amended, are
$1.2 billion (1999), $1.7 billion (2000), $1.8 billion (2001), $2.0 billion
(2002) and $350.0 million (2003). The Company's maturities of long-term debt
outstanding at December 31, 1998, excluding capital leases, are $327.9 million
(1999), $150.0 million (2000), $36.3 million (2001), $1.1 billion (2002) and
$350.0 million (2003). The Company has classified certain short-term
indebtedness as long-term debt based upon its intent and ability to refinance
such indebtedness on a long-term basis.

9) FINANCIAL INSTRUMENTS

.
The Company's carrying value of financial instruments approximates fair value,
except for differences with respect to the notes and debentures and certain
differences related to other financial instruments which are not significant.
The carrying value of the senior debt, senior subordinated debt and subordinated
debt is $2.8 billion and the fair value, which is estimated based on quoted
market prices, is approximately $3.0 billion.

The Company enters into foreign currency exchange contracts in order to reduce

its exposure to changes in foreign currency exchange rates that affect the value

of its firm commitments and certain anticipated foreign currency cash flows.

These contracts generally mature within the calendar year. The Company does not

enter into foreign currency contracts for speculative purposes. To date, the

contracts utilized have been purchased options, spots and forward contracts. A

spot or forward contract is an agreement between two parties to exchange a -
specified amount of foreign currency, at a specified exchange rate on a ‘
specified date. An option contract provides the right, but not the obligation,
to buy or sell currency at a fixed exchange rate on a future date. In 1998 the
foreign exchange contracts have principally been used to hedge the British
Pound, the Australian Dollar, the Japanese Yen, the Canadian Dollar, the
Singapore Dollar, the European Union's common currency (the "Euro") and the
European Currency Unit/British Pound relationship. At December 31, 1998, the
Company had outstanding contracts with a notional value of approximately $4.3
million which expire in 1999. Realized gains and losses on contracts that hedge
anticipated future cash flows are recognized in "other items, net" and were not
material in each of the periods. Option premiums are expensed at the inception
of the contract. Deferred gains and losses on foreign currency exchange
contracts as of December 31, 1998 were not material.
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(Tabular dollars in millions, except per share amounts)

The Company continually wmonitors its positions with, and credit quality of, the
financial institutions which are counterparties to its financial instruments.
The Company is exposed to credit loss in the event of nonperformance by the
counterparties to the agreements. However, the Company does not anticipate
nonperformance by the counterparties. The Company's receivables do not represent
significant concentrations of credit risk at December 31, 1998, due to the wide
variety of customers, markets and geographic areas to which the Company's
products and services are sold.

"
10) SHAREHOLDERS' EQUITY

On February 25, 1999, the Company announced a 2-for-1 common stock split in the
form of a dividend with a record date of March 15, 1999 and a distribution date
of March 31, 1999. An amount equal to the par value of the shares issued has
been transferred from additional paid-in capital to the common stock account.
All common shares and per-share amounts have been adjusted to reflect the stock
split for all periods presented.

On December 2, 1998, as part of its repurchase program described below, the
Company repurchased 12 million shares of its convertible preferred stock, par
value $.01 per share, from Bell Atlantic Corporation for $564 million in cash.
On January S5, 1999, the Company repurchased the remaining 12 million shares of
its convertible preferred stock from Bell Atlantic Corporation for $612 million
in cash. The preferred stock had a cumulative cash dividend of $60 million per
year and was convertible into approximately 34.3 million shares of the Company's
Clasgs B common stock.

On August 31, 1998, the Company initiated a repurchase program to acquire one or
more classes of the Company's equity securities. Through December 31, 1998, the
Company had repurchased 12,000 shares of Class A Common Stock, 26,190,200 shares
of Class B Common Stock, 5,502,000 Viacom Five-Year Warrants, expiring on July
7, 1999, and 12 million shares of its convertible preferred stock for
approximately $1.4 billion in the aggregate. On February 10, 1999, the program
was completed and the Company had repurchased a total of 12,000 shares of Class
A Common Stock 26,255,600 shares of Class B Common Stock, 5,546,500 Viacom
Five-Year warrants, expiring on July 7, 1999 and 24 million shares of its
convertible preferred stock. The total repurchase program approximated $2.0
billion. The cost of the acquired treasury stock has been reflected separately
as a reduction to shareholders' equity. The acquired warrants have been canceled
and the cost has been reflected as a reduction to additional paid-in capital.

At December 31, 1998 and 1997, respectively, there were 6,090,822 and 11,522,695
outstanding.Viacom Five-Year Warrants, expiring July 7,.1999.and at December 31,
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1996 there were 30,576,562 outstanding Viacom Three-Year Warrants, which expired
July 7, 1997. The decrease in the outstanding Viacom Five-Year Warrants is
attributable to the 1998 stock repurchase program.
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During 1997, the Company completed its joint purchase program initially
established in September 1996 with NAI, for each to acquire up to $250 million,
or $500 million in total, of the Company's Class A Common Stock, Class B Common
Stock, and, as to the Company, Viacom Warrants. The Company repurchased
1,319,400 shares of Viacom Inc. Class A Common Stock, 11,632,600 shares of
Viacom Inc. Class B Common Stock and 6,824,590 Viacom Five-Year Warrants,
expiring on July 7, 1999, for approximately $250 million in the aggregate. The
cost of the acquired treasury stock has been reflected separately as a reduction
to shareholders' equity. The cost of the warrants has been reflected as a
reduction to additional paid-in-capital and such warrants have been cancelled.
As of December 31, 1997, NAI has separately acquired 2,564,400 shares of Viacom
Inc. Class A Common Stock and 11,204,000 shares of Viacom Inc. Class B Common
Stock pursuant to the joint purchase program for approximately $250 million,
raising its ownership to approximately 67% of Viacom Inc. Class A Common Stock
and approximately 28% of Class A and Class B Common Stock on a combined basis.

Long-Term Incentive Plans - The purpose of the Company's 1989, 1994 and 1997
‘Long-Term Incentive Plans (the "Plans") is to benefit and advance the interests
of the Company by rewarding certain key employees for their contributions to the
financial success of the Company and thereby motivating them to continue to make
such contributions in the future. The Plans provide for fixed grants of
equity-based interests pursuant to awards of phantom shares, stock options,
stock appreciation rights, restricted shares or other equity-based interests
("Awards*"), and for subsequent payments of cash with respect to phantom shares
or stock appreciation rights based, subject to certain limits, on their
appreciation in value over stated periods of time. The stock options generally
vest over a four to six year period from the date of grant and expire 10 years
after the date of grant.

The stock options available for future grant are as follows:

December 31, 1996 ....ccvececcnnncsns 40,701,682
Decen\ber 31'-.1997 D T S A A N I I A . e 26,753'956 . ' - - T . .
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December 31, 1998 ....cevcveens coenna 14,849,484

The Company has adopted the disclosure-only provisions of SFAS 123, "Accounting
for Stock-Based Compensation" ("SFAS 123"). In accordance with the provisions of
SFAS 123, the Company applies APB 25 "Accounting for Stock Issued to Employees"
and related interpretations in accounting for the Plans and accordingly, does
not recognize compensation expense for its stock option plans because the
Company typically does not issue options at exercise prices below the market
value at date of grant. Had compensation expense for its stock option plans been
determined based upon the fair value at the grant date for awards consistent
with the methodology.prescribed by SFAS 123, the Company's consolidated pre-tax
income would have decreased by $67.4 million ($40.5 million after tax or $.06
per basic and diluted common share), $36.3 million ($22.2 million after tax or
$.03 per basic and diluted common share) and $18.3 million ($11.0 million after
tax or $.02 per basic and diluted common share) in 1998, 1997 and 1996,
respectively. These pro forma effects may not be representative of future
amounts since the estimated fair value of stock options on the date of grant is
amortized to expense over the vesting period, and additional options may be
granted in future years.
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The fair value of each option grant is estimated on the date of grant using the
Black-Scholes option-pricing wmodel with the following weighted-average

assumptions:
1998 1997 1996
Expected dividend yield(a) ........ -- -- -
Expected stock price volatility ... 32,76% 31.74% 32.50%
Risk-free interest rate ......... .- 5.43% 6.04% 6.19%
Expected life of options (years) .. 6.0 6.0 6.0

(a) The Company has not declared any cash dividends on its common
stock for any of the periods presented and has no present
. intention of so doing.

The weighted-average fair value of each option as of the grant date was $12 97,
. $6.58 .and.$8.14 in 1998, 1997 and 1996, respectively. - A
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The following table summarizes the Company's stock option activity under the
various plans (all options and prices reflect the stock split):

Options Weighted-Average
Outstanding Exercise Price
Balance at December 31, 1995 ......... 37,136,642 $§15.35
Granted ...cceovcc0000s0000s 000000000 12,527,600 18.75
Exercised ..h...cto0svessscocccssconsce (7,677,298) 15.18
Canceled ....cceovevvassoscescosonss (2,695,930) 18.78
Balance at December 31, 1996 ......... 39,291,014 16.23
Granted ....ccvcerar sttt rsssesaenne 18,406,000 15.34
Bxercigsed .....ccoccccesccsccccccose {(5,467,748) 14.40
Canceled ....cvereercvsscssssssrasns (7,012,692) 18.24
Balance at December 31, 1997 ......... 45,216,574 15.78
GLANLEA «.'vvrnnernnnnesennrecnnsees 13,576,420 30.53
Exercised ......ccc0000000v 000000000 ° (12,077,298) 16.16
Canceled ......cccottsvssvsansoasase (1,802,390) 16.97
Balance at December 31, 1998 ......... 44,913,306 20.09 )
t 3 1 3t P 1 F 3 ¢ 3 4
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The following table summarizes information concerning currently outstanding and
exercisable gtock options of the Company at December 31, 1998:

<TABLE>
<CAPTION>
Outstanding Exercisable
- CAE e T e - Remaining . -+ . .. ... - . e
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Range of Contractual Weighted-Average Weighted-Average
Exercise Prices Options Life (Years) Exercise Price Options Exercise Price
<S5> <C> <C> <C> <C> <C>
$10 to $18§ 1,017,994 3.4 $13.43 847,994 $13.20
15 to 20 27,705,974 7.7 16.49 5,906,282 17.66
20 to 25 1,304,000 6.8 22.55 809,998 22.72
25 to 30 759,178 5.0 27.08 700,868 27.23
30 to 35 13,498,420 9.6 30.59 .- --
3 to 25(a) 359,384 (a) 4.2 14.29 359,384 14.29
15 to 30(b) « 268,356(b) 4.0 23.51 268,356 23.51
44,913,306 8,892,882
E i 2 2 3 2 2 1 ¢ % § EEEEXEREN
</TABLE>
(a) Represents information for options assumed with the merger of
Blockbuster.
{b) Represents information for options assumed with the merger of
Paramount.

Shares issuable under exercisable stock options:

December 31, 1996. ... .0 000t teeeccacacnnonnnsatscnnnse 22,486,440
December 31, 1997 .. cicvasscessscccssssanscsasscscasons 14,795,698
December 31, 1998....0:cvcvevrersacsssnssosrssrrssasnsncnens . 8,892,882 -

The Company has reserved a total of 85,694 shares of Viacom Inc. Class A Common
Stock and 57,033,736 shares of Viacom Inc. Class B Common Stock principally for
exercise of stock options and warrants.

Spelling Stock Option Plans - Spelling currently has stock option plans under
which both incentive and nonqualified stock options have been granted to certain
key employees, consultants and directors. Options have generally been granted
with an exercise price equal to the fair market value of the underlying Common
Stock on the date of grant, although nonqualified options may be granted with an
exercigse price not less than 50% of such fair market value. Each option is
granted subject to various terms and conditions established on the date of
grant, including vesting periods and expiration dates. The options typically
become exercisable at the rate of 20% or 25% annually, beginning one year after
the date of grant. Options expire no later than 10 years from their date of
grant.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

The Spelling stock options available for future grant are as follows:

December 31, 1996 ....cccvvvescssnssonasas 5,094,251 (a)
December 31, 1997 ....cvveectsccacoccosonns 3,030,838
December 31, 1998 ......ciccvvvaseccancsas 2,867,963

]
(a) Includes 1,360,866 shares available for grant under a plan which

expired on April 13, 1997.

The weighted average fair value of each option as of the grant date was $2.91,
$2.65 and $2.66 for 1998, 1997 and 1996, respectively. The fair value of each
Spelling option grant is estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted-average assumptions:

1998 1997 1996
Expectéd dividend yield(a) -- -- --
Expected stock price volatility 34.30% 30.91% 28.45%
Risk-free interest rate 4.91% 5.75% 6.60%
Expected life of options (years) 6.2 5.2 4.8

(a) During 1998, 1997 and 1996, Spelling did not declare any cash
dividends on its common stock.

The following table summarizes Spelling's stock option activity:

Options Heighted-Average

Outstanding Exercise Price
Balance at December 31, 1995 ........ 5,759,218 $ 7.72
Granted .....c000.. ceetesresarsaans 3,750,010 7.13
Exercised .....cceeoevrnsncsasaccns (841,943) ' 4.91
Canceled .....cciocvevensrssscrsasne (688,967) 7.02
Balance at December 31, 1996 ........ 7,978,318 7.80
Granted ...cccveesessassescssrsnnes 1,171,000 6.90
Exercised ...ccveretecnsnscnsavecnee (362,008) 6.29
‘. canceled P T A A A . (588,519) .. 8-90
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Balance at December 31, 1997 ........ 8,198,791 7.66
Granted ....ccvrccccnosssnansosesan 1,287,500 6.76
Exerciged ....ccvovevecncnccnseancas (671,279) 6.15
Canceled ....cceveesnercssoosccnnnes (1,187,839) 8.06

Balance at December 31, 1998 ........ 7,627,173 7.58

t 1+ i ¢+ 31§ 3 7 ¢ 3
d
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The following table summarizes Spelling's information concerning currently
outstanding and exercisable stock options at December 31, 1998:

~

<TABLE>
<CAPTION>
Outstanding , Exercisable
Remaining
Range of Contractual Weighted-Average Weighted-Average
Exercise Prices Options Life (Years) Exercise Price Options Exercisge Price
<S> <C> <C> <C> <C> <C>
$5.25 to § 5.75 25,834 7.27 $ 5.69 8,959 $ 5.56
6.00 to 7.75 5,942,717 7.48 6.83 2,309,842 6.61
7.88 to 9.88 469,622 5.66 9.11 417,122 9.14
10.00 to 11.78 1,189,000 5.86 10.75 1,179,000 10,75
$5.25 to $11.78 7,627,173 7.12 $ 7.58 3,914,923 $ 8.12
23 35 3K 3K 3K 2K 3 2% 28 MBI NEERERR EEESERNENS SBBESE
</TABLE> ‘
Shares issuable under exercisable stock options:
DecembeY 31, 1996....ccritevesstosoctotsconnannoancses 3,079,436
. December 31, 1997 ..cctseeessscscssessosscacncocsscoacsss 3,813,349
December 31, 1998.....ccctvtcerrcrsaranssctssacsncnnses 3,914,923

. Options related.to employees of Virgin and included in the tables above are. -
| EXHIBIT C
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875,010 shares granted for the year ended December 31, 1996. Also included are
120,276, 133,582 and 775,220 ghares exercised, and 615,060, 184,269 and 149,921
shares terminated for the years ended December 31, 1998, 1997 and 1996,
respectively.

11) INCOME TAXES

Earnings from continuing operations before income taxes are attributable to the
following jurisdictions:

4 Year Ended December 31,
1998 1997 1996
United States ........... $§ 74.1 $§ 910.4 $ 152.6
Foreign ...... ceseeessens 63.2 268.1 257.5

Total .....ccivvveveenans $ 137.3

$1,178.5
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

‘Components of the provision for income taxes on earnings from continuing
operations before income taxes are as follows:

. Year Ended December 31,

1998 1997 1996

Current: '
Federal .......ccceeecetcnsnans $ 151.0 $ 370.0 $ 155.9
State and local ..........c. ... 34.9 115.1 27.7
Foreign ....ccoevnvnecncccnnans 50.9 24.5 76.6
. 236.8 509.6 260.2
Deferred ......c.ccoevensenannnns (98.1) 136.8 (16.9)

e 8 138.7 .~ § .646.4 .8 .. 243.3 - e

EXHIBIT C
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The earnings (loss) of affiliated companies accounted for under the equity
method are shown net of tax on the Company's Statements of Operations. The tax
provigion (benefit) relating to earnings (loss) from equity investments in

1998, 1997 and 1996 are ($24.0) million,

($29.0) million and $14.9 million,

respectively, which represents an effective tax rate of 36.7%, 15.1% and 762.1%,
respectively.

The difference between the effective tax rates and the statutory U.S. federal
tax rate of 35% is principally due to the effect of non-deductible goodwill
amortization, state and local taxes and foreign losses for which no benefit was
provided. Excluding the non-deductible amortization of intangibles, the annual
effective tax rate on earnings from continuing operations before income taxes
would have been 31.8%, 44.1% and 35.7% for 1998, 1997 and 1996, respectively.
See Note 3 for tax benefits relating to the discontinued operations. In addition
to the amounts reflected in the table above, $55.1 million and $7.8 million of
income tax benefit in 1998 and 1997, respectively, was recorded as a component
of shareholders' equity as a result of exercised stock options.

A reconciliation of the statutory U.S. federal tax rate to the Company's

effective tax rate on earnings from continuing operations before income taxes is
summarized as follows:

iy
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Statutory U.S. federal tax rate .........

State and local taxes, net

of federal tax benefit .....ccevvvvceee
Effect of foreign operations .....cceo0000
Amortization of intangibles .............
Divestiture tax versus book ......ccevean
Other, Net .....coietercsesocsarssnsnsonnas

BEffective tax rate on earnings from

continuing operations before
income LaAXes8 ....crcvcrtrctccctsccocnans
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Year Ended December 31,

101.0%

54.9%

35.0%

2.3
(13.0)
27.1
1.0
6.9

59.3%
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

The following is a summary of the components of the deferred tax accounts:

Year Ended December 31,

<TABLE>
<CAPTION>
e
1998
<S> <C>
Current deferred tax assets and (liabilities):
Recognition Of Ievenue ......ccoeeeeoeeesrsoossassosasncsssacassa $ 103.0
Sales return and allowances ....seoccecccccss cecesecrenersess e 29.9
PubliBhing COBEB ...vetirrinoransrrsosnsossessosssnoncnnonsncnss 15.2
Employee compensation and other payroll related expenses ....... 23.7
Other differences between tax and financial statement values.... 7.1
Gross cu;fent deferred net tax assets ....ccccceun. ceeeeces " 178.9
Noncurrent deferred tax assets and (liabilities):
Depreciation/amortization of fixed assets and intangibles ...... 45.0
Reserves including restructuring and relocation charges ........ 260.3
Acquired net operating loss and tax credit carryforwards ....... 60.9
Amortization of discount on 8% Merger Debentures ..........oco.. 60.4
Other differences between tax and financial statement values.... 26.9
Gross non-current deferred net tax assets ...cceoeevereervncs 453.5
Valuation allOWanCe .....c.cesetnssecessssvoansssnsesssssasusasnans (88.3)
Total net deferred tax assets (liabilities) .............. $ 544.1

</TABLE>

As of December 31, 1998 and December 31, 1997, the Company had total deferred
tax assets of $632.4 million and $771.7 million, respectively, and total
deferred tax liabilities of $179.5 million as of December 31, 1997. There were
no deferred tax liabilities as of December 31, 1998.
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(179.5)
296.7
82.1
61.3
95.3

(106.8)
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As of December 31, 1998, the Company had net operating loss carryforwards of
approximately $173.7 million which expire in various years from 1999 through
2012,

The 1998 and 1997 net deferred tax assets are reduced by a valuation allowance
of $88.3 million and $106.8 million, respectively, principally relating to tax
benefits of net operating losses which are not expected to be recognized as a
result of certain limitations applied where there is a change of ownership.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

The Company's share of the undistributed earnings of foreign subsidiaries not
included in its consolidated federal income tax return that could be subject to
additional income taxes if remitted, was approximately $1.5 billion at December
31, 1998 and December 31, 1997. No provision has been recoxded for the U.S. or
foreign taxes that could result from the remittance of such undistributed
earnings since the Company intends to reinvest these earnings outside the United
States indefinitely and it is not practicable to estimate the amount of such
taxes.

As of December 31, 1998, the Company owns approximately 80% of Spelling's
outstanding common stock and consolidates Spelling's results for tax purposes.

12) PENSION PLANS, OTHER POSTRETIREMENT BENEFITS AND POSTEMPLOYMENT BENEFITS

The Company and certain of its subsidiaries have non-contributory pension plans
covering specific groups of employees. Effective January 1, 1996, the pension
plans of Paramount were merged with the Company's pension plans. The Pension
Plan for Employees of PVI Transmission Inc. and Paramount Distribution Inc. was
merged with and into the Viacom Pension Plan effective December 31, 1996. The
benefits for these plans are based primarily on an employee's years of service
and pay near retirement. Participant employees are vested in the plans after
five years of service. The Company's policy for all pension plans is to fund
amounts in accordance with the Employee Retirement Income Security Act of 1974.
Plan assets consist principally of common stocks, marketable bonds and U.S.
government securities. The Company's Class B Common Stock represents
approximately 15.8% and 10% of the plan assets' fair value at December 31, 1998
and 1997, respectively.

EXHIBIT C
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The Company adopted SFSA 132, "Employers' Disclosures about Pensions and Other

Postretirement Benefits - an amendment of FASB Statements No. 87, 88 and 106"
in 1998.
II-57
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Tabular dollars in millions, except per share amounts)

' ’
The following table sets forth the change in benefit obligation for the
Company's benefit plans:
<TABLE>
<CAPTION>

Postretirement
Pension Benefits Benefits
December 31, December 31,

- 1998 1997 1998 1997
<S> <C> <C> <C> <C>
Change in benefit obligation:

Benefit obligation, beginning of year ........ § 785.3 $ 667.8 $103.6 §$§ 98.8 -
Service COBL ..ivivieecsnnnnnncsrssassssocenns 36.8 32.1 1.0 1.0
Interest COBE ...cvrevecentensstvnrsansasvanns 57.8 54,1 6.5 7.4
Benefits pald ...cciiiirierririteinirantinenans (39.3) (38.8) (8.8) (9.2)
Actuarial (gain) 1lo88 .......cceivevvennsennse 66.8 70.4 (2.9) 4.5
Curtailments/Divestitures......ceevveveeccenn. (61.4) -- (46.9) --
Participant contributions .......ccveeveeeennn -- -- 1.1 1.1
Amend‘nentg I R A A A A A R N A N N R R RS - 08 - - -
Cumulative translation adjustments ........... (1.8) (1.1) -- .-
Benefit obligation, end of year ..........c0.. $ 844.2 $ 785.3 $ 53.6 $ 103.6
tE t 2 1 2 % 3 ] t t t 2 3 1 33 Lt 3 & 1 1§ BEEBRES
<CAPTION>
The following table sets forth the change in plan assets for the Company's
benefit plans:
. Postretirement
Pension Benefits Benefits

December 31,
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1998 1997
<S> <C> <C>
Change in plan assets:

Fair value of plan assets, beginning of year.. § 697.3 $ 606.2
Actual return on plan assets ...... Crereresaas 146.4 123.6
Employer contributions .......... teersereeenen 7.3 7.9
Benefits paid ............ Peessecasasssesasans (39.3) (38.8)
Divestitures .............. teeeressenceccanase . (21.7) --
Participant contributions .........ce0000uuenn -- --
Cumulative translation adjuetments ........ ‘o (3.4) (1.6)
Fair value of plan assets, end of year ....... $ 786.6 $ 697.3

55 BE BR 8 85 X5 e K B AR B 2N 2 2
</TABLE>
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1998 1997
<é;-- <C;---
§ - & --

7.7 8.1
(8.8) (9.2)
1.1 1.1

‘The projected benefit obligations and accumulated benefit obligations for the
pension plans with accumulated benefit obligations in excess of plan assets were
$99.6 million and $88.4 million for 1998, and $85.7 million and $75.1 million

for 1997.

The accrued pénsion and postretirement costs recognized in the Company's

consolidated balance sheets are computed as follows:

<TABLE>
<CAPTION>
Pension Benefits
December 31,
1998 1997
<S> <C> <C>
Funded B8LACUB ....ccrerrerernoscnronnscsenssnns $ (57.6) $ (88.0)
Unrecognized actuarial gain ......cc00000.. cees (97.5) (71.5)
Unrecognized prior service cost (benefit) .... 12.5 15.1
Unrecognized asset at transition ............. (2.1) (4.3)
Accrued pension liability, net................ $(144.7) $(148.7)
L 3t 2 1 1 J -2+ t 1 § ¢} |

Amounts recognized in the Consolidated Balance Sheets:

Accrued pension liability, net .......... .§(161.1) $(163.3)
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Postretirement
Benefits
December 31,

<C> <C>

-------------

(16.2) (30.1)

$(75.2) $(158.8)

$(75.2) §$(158.8)
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Prepaid benefits cost .............00uv0s 2.3 3.6
Intangibles ......cccveeenrtcieccvenennsns 3.9 2.6
Accumulated other comprehensive loss .... 10.2 8.4
Net liability recognized ..........vicvvvesese $(144.7). $(148.7)
</TABLE>
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$ (75.2)

$(158.8)

Net periodic cost for the Company's pension and postretirement henefit plans

consigts of the following:

Pension Benefits

<TABLE>
<CAPTION>

1998
<S> <C>
Components of net periodic cost:
Service COBL ....ccvvertrrtssrenrscnnas § 36.8
Intereat cost ® 8 2 8 0 % B S 0P S LSS IS IR e e 57.8
Expected return on plan assets ........ (64.4)
Amortization of prior service cost .... 2.6
Amortization of transition obligation . (2.2)
Recognized actuarial (gain) loss ...... 3.7
Curtailment (gain) .......cccveeenvnnns (31.4)
Net periodic co8t ..........ccviviinnns $ 2.9

</TABLE>

December 31,

1997 1996
<C> <C>»
$§ 32.1 $ 31.1
54.1 50.6
(56.0) (48.8)
l.6 1.7
(.7) (.5)
3.3 (.2)
$ 34.4 $ 33.9

The following assumptions were used in accounting for the pension plans:
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1998

1997

Postretirement
Benefits
December 31,

L R R R R R SR R R R

1998 1997 1996

s < <o
$ 1.0 $ l.0 $ l.0
6.5 7.4 8.1
(.00 @) (3.2)
(2:;) (3?;) (lj;)
(77.5) - --
$ (5.9 § 2.1 § 4.6

1996
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Discount rate ® & B 0 8 2 0 P O T O C PSS Y EE SO SSESee 6.75* 7'25‘ 7.75%
Expected return on plan assets .....ioeveeee 9.5% 9.5% 9.5%
Rate of increase in future compensation .... 5.0% 5.0% 5.0%

The following assumptions were used in accounting for postretirement benefits:

1998 1997 1996
Projected health care cost trend rate .......... 6.0% 7.0% 9.0%
Ultimate trend rate ....cceovevoasons cvsesseasnns 5.5% 5.5% 5.5%
Year ultimate trend rate is achieved ......... .. 1999 1999 1999
Discount rate ......cevevvovvse cesenes veseseress 6.75% 7.25% 7.75%

Assumed health care cost trend rates could have a significant effect on the
amounts reported for the postretirement health care plan. A one percentage point
change in assumed health care cost trend rates would have the following effects:

One Percentage One Percentage
Point Increase Point Decrease

Effect on total of service and interest

cost components......... e seseerrassacanaens $ .6 $ (.5)
Effect on the postretirement benefit
obligation.....cevvevss Cesissssesisecennons . $ 4.4 $ (3.8)

As a result of the sale of Non-Consumer Publishing, the Company realized
curtailment gains of $31.4 million related to pension benefits and $77.5 million
related to postretirement benefits, which have been included in the net gain on
disposition in 1998.

The Company contributes to multi-employer plans which provide pension and health
and welfare benefits to certain employees under collective bargaining

agreements. The contributions to these plans were $35.4 million (1998) and $52.5 .
million (1997).

In addition, the Company sponsors a health and welfare plan which provides

certain postretirement health care and life insurance benefits to retired

employees and their covered dependents who are eligible for these benefits if

they meet certain age and service requirements. The plan is contributory and

contains cost-sharing features such as deductibles and coinsurance which are

adjusted annually. The plan is not funded and the Company funds these benefits
o as claims are paid.

II-59 .
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SFAS 112, "Employers' Accounting For Postemployment Benefits" does not have a
significant effect on the Company's consolidated financial position or results

of operations.

In addition, the Company has defined contribution plans for the benefit of

substantially all employees meeting certain eligibility requirements. Employer
contributions to such plans were $21.1 million, $19.2 million and $24.4 million
for the years ended December 31, 1998, 1997 and 1996.

13) COMMITMENTS AND CONTINGENCIES

The Company has long-term noncancelable lease commitments for retail and office
space and equipment, transponders, studio facilities and vehicles.

At December 31, 1998, minimum rental payments under noncancelable leases are as

follows:

1999 .iivesccessacscttosstsrrrrrsarerrrrrers
2000 ..cceircectrisrocrnarrcrssstsatssnnsens
2001 ..iieersrccccssesttartcerartorvonare e
2002 .iiiiercerescceessetarsserrsererreenns

2003 * 9 0 0 @ 0 4 0 60 S 2SS S PP NSNS LB RS EEESEeSs e

2004 and thereafter .....cceeeveeeroscssnens
Tota; minimum lease payments .......cce0eess
Less amounts representing interest .........
Present value of net minimum payments ......

RS
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Leasges

e L L L K

Operating

$ 5§53.2
516.9
441.6
347.7
314.4

1,630.3

$ 3,804.1

Capital

$ 120.4
106.8
101.1

90.7
69.4
164.3

$ 501.4
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

The Company has entered into capital leases for satellite transponders with
future minimum commitments commencing in future periods. Future minimum capital
lease payments have not been reduced by future minimum sublease rentals of $40.0
million. Rent expense amounted to $533.8 million (1998), $523.1 million (1997)
and $392.3 million (1996).

The commitments of the Company for program license fees, which are not reflected
in the balance sheet as of December 31, 1998 and are estimated to aggregate
approximately $1.2 billion, excluding intersegment commitments of approximately
$738.9 million, principally reflect Showtime Networks Inc.'s ("SNI's")
commitments of approximately $1.1 billion for the acquisition of programming
rights and the production of original programming. This estimate is based upon a
number of factors. A majority of such fees are payable over several years, as
part of normal programming expenditures of SNI. These commitments to acquire
programming rights are contingent upon delivery of motion pictures which are not
yet available for premium television exhibition and, in many cases, have not yet
been produced, .

There are various lawsuits and claims pending against the Company. Management
believes that any ultimate liability resulting from those actions or claims will
not have a material adverse effect on the Company's results of operations,
financial position or liquidity.

Certain subsidiaries and affiliates of the Company from time to time receive
claimgs from federal and state environmental regulatory agencies and other
entities asserting that they are or may be liable for environmental cleanup
costs and related damages, principally relating to discontinued operations
conducted by its former mining and manufacturing businesses (acquired as part of
the mergers with Paramount and Blockbuster). The Company has recorded a
liability reflecting its best estimate of environmental exposure. Such liability
was not discounted or reduced by potential insurance recoveries and reflects
management's estimate of cost sharing at multiparty sites. The estimated
liability was calculated based upon currently available facts, existing
technology and presently enacted laws and regulations. On the basis of its
experience and the information currently available to it, the Cowpany believes
that the claims it has received will not have a material adverse effect on its
results of operations, financial position or ligquidity.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

14) OPERATING SEGMENTS

The Company's reportable operating segments have been determined in accordance
with the Company's internal management structure, which is organized based on
products and services. See Note 1 for descriptive information about the
Company's business segments and the summary of significant accounting policies.
The Company evaluates performance based on many factors, one of the primary
measures is earnings before interest, taxes, depreciation and amortization
("EBITDA") . :

The following tables set forth the Company's financial results by operating
segments. The prior years' results have also been reclassified to conform to the
new presentation. Intersegment revenues, recorded at fair market value, of the
Entertainment gegment for 1998, 1997 and 1996 were $156.7 million, $114.0
million and $45.9 million, respectively. All other intersegment revenues were
immaterial for any of the periods presented.

<TABLE>
<CAPTION>
Year Ended or at December 31, -
1998 1997 1996
<S> <C> <C»> <C>
Revenues: .
NECWOIXKS ...ccecierarseroosnnsssossnsasesonens $ 2,607.9 $ 2,262.8 $§ 1,999.5
Entertainment «..ocecceestctccascsenacnans 4,757.8 4,305.9 3,897.9
VideO ..vivvrevresrroncssassocssssnsssonnns 3,893.4 3,313.6 2,942.3
PaYKg ..ccceveccessesscsscsonsssssssnsscossas 421.2 367.3 361.9
Publishing ..cceoeevencevvosrnnsanscnasnaas 564.6 556.6 547.6
ONliNE ....covovnconsnssnssssasascnssnanns 13.7 10.4 -- !
INCEYCOMPANY +eoceersssssssscoscsvoassnnnns (162.5) (131.7) (65.3)

ww e w s wn-- R X Y Y Y - --

Total YevenuUes .....sscsvescscosens $ 12,096.1 $ 10,684.9 $ 9,683.9

L 2t ] - ®mus MBI IS AR IS M2

. EBITDA:
NEEWOXKS +vecesoccctoscsnsscsnsscsasassasns $ 851.3 $ 729.4 $ 619.3
Entertainment ® e 0 0 0 8 0 0P RE B PSPPI LRSS SIOSETLE 64005 514-5 59307
{=- video .I0.0"..‘.'lI.l"..'l'.;...".‘l..ll 39'9 221.6 635.7
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PATKB ..vicvsvnsorsscccacstscsocorsocsssvnas 101.1 88.9 87.9
Publishing ....cceeecevscosossnccccsascans 71.2 77.9 77.8
Online oo.-.oo;.oonlcl.ooo'ooo.o!tl..no.ll ‘(3.5) 203 -
Segment total ........cvc0vnannaan 1,700.5 1,634.6 2,014.4
Reconciliation to operating income: _
Corporate eXpensBes ......ccoeeooveevscccas (171.6) (176.6) (162.9)
Depreciation and amortization ............ (777.3) (772.6) (654.3)
Total operating income .......c.... ] 751.6 $ 685.4 $ 1,197.2
" BESEREEESNEN 55 IR OR A% 3N A% A5 ¥ IR AN L 2t £ £ 2§ % 2 2 )

Depreciation and amortization:

NetWOXKB ..vecervovsccresoscsnsnscssassnsns $ 107.0 $ 93.8 $ 86.8
Entertainment .......ccccvecesssscccssccnse 192.5 171.5 165.4
VideO ..vvvrvvecoresrecssncsssnsosssssssccns 382.1 418.4 326.3
PAXKB ..t cieecsscorsssonssessonccsssassnss 51.2 46.5 44.2
Publishing ......cevvvevrnniernnsnnnnnenns 18.0 17.5 17.7
Online .......coeesveeecessasssssssssnnnes 4.0 -- --
Segment total ..... 000ttt 754.8 747.17 640.4
Corporate .......eovue000s cestsestirrrenns 22.5 24.9 13.9
Total depreciation and amortization .. $ 777.3 $ 772.6 $ 654.3
' HBEEERDEERNE it £ 1 2 1 2 3 3 3 1 % 3 28 38 98 35 35 35 M O IS AN
</TABLE>
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Year Ended or at December 31, '

Total assets:
NetWOXKS .ccococcccscsscrsvnnosnscssnsasssnas $ 2,770.2 $ 2,692.8 $ 2,925.3

Entertainment LR I IR I I T I I B I B IR N L I B B IR B B A 4 9'361.6 9'342.9 9'224‘4
Video € 0 62 R 2 P B PP B IR SEOOERIGEOEOIGEOEEIESIOSERIEILIOEOIEROOEEREY 8114206 i 8,96504 9'273.7
Parkﬁ 0 5 2 0 9 s e t.A0 s 000t cs PR IEIEBIRRROSISEOEBIOIEOIEAGEES 91408 897.2- 883.1 e o
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Publishing ....ccveveevececacoccssonncanens
Online ......ccceeceevetaccoscsossnassacncns

Segment total ....ccccccciiieiiiinannn
COYPOXALE .vsosvrsssneoscnvoscscsoransnanss
Net assets of discontinued operations .....

Total @aBBELB ...icervvessncesscsccannss

Capital expenditures:

NetWOXKB ...cveietevsrsnrscacncssscssscnsanoes
Entertainment ......ccceceesesanesecscscrnns
VidEO +.'vvvrvverrresocnsnaneasosssonssossones
Parks ......con00eeena ceete st e rs s naans
Publishing ..... Cererecessreresaennn N
Online ......cevevvvvivnnnnocns cerecssataaas

Segment total .....cco0000 000000000000
COYPOTAte ...icivrussonsonssensccssnossnses

Total capiﬁal expenditures ........c...

$23,613.1

$ 89.8

$ 603.5

5,439.4
1.4

27,339.1
949.6

$28,288.7

$ 67.9

§ 530.3
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5,405.1

27,711.6
833.0
289.4

$28,834.0

$ 86.4

$§ 598.6

Information regarding the Company's operations by geographic area is as follows:

Revenues (a) :
United States ....ccceeveensvscssnncans
International ......cco0etecnersansanes
Total revenues ....ccoeescesse
Long-lived assets(b):
United States ..civeessorvavesassansane
International ....ccc0cccee. resesernnae

Total long-lived assets ......

131 af 211

Year Ended or at December 31,

$12,096.1

$16,857.0
1,326.9

$18,183.9

$ 8,227.9
2,457.0

- o -

$10,684.9

$20,914.3
1,421.6

$22,335.9

Intercompany transfers. between geographic. areas are.not significant.

$ 7,428.2
2,255.7

$ 9,683.9

$21,570.7
1,223.9

$22,794.6

EXHIBIT C
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(a) Revenue classification is based on location of customer.

{b) Includes all non-current assets.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabulax dollars in millions, except per share amounts)

15) QUARTERLY FINANCIAL DATA (unaudited):

<TABLE>

<CAPTION>

19981(1)

<S>

REVEINUEE . .:vacsecsssessenscssascssssosconcsa e
Operating income (loss) (2) ......... certreansans
Earnings (loss) from continuing operations .....
Net earnings (loss) (3) (4)(5) .....ccveeveeerenns

Net earnings (loss) attributable to common stock

Basic earnings (loss) per common share(6):
Earnings (loss) from continuing operations ..
Net earnings (loss)

Diluted earnings (loss) per common lhare(s)
Earnings (loss) from continuing operations ..

Net earnings (loB8) ...vieiercsscrsosonccnans
Weighted average number of common shares(s)
BaBSiC vvvvervrnncsnennansans crenanann .
Diluted .....ccc0veenns citscsascaan chareeanes
<CAPTION>
1997 (1)
<S>
Revenues ........ ceos cheetenenans tesevsesenas
Operating income (loss)(?) Ceearsassiensesnenen .
Earnings (loss) from continuing operations(8) ..
Net earnings (loss) (9) ....vvievvvennsons cevenien

Net earnings (loss) attributable to common stock

..-Baglc earnings (loss) per common ghare(6):

132 nf 231

First
Quarter

Q
v

2,685.6
273.4
47.6
1.4

(13.6)

.05
(.02)

.05
{.02)

v W 4 WML A

710.5
718.0

Second
Quarter

Q
v

2,779.3
(225.4)
(267.3)
(280.7)
(295.7)

(040)
(.41)

(.40)
(.41)

wn » w0 WP A

713.2
713.2

<C»>

$ 2,476.1
$ (65.9)
$ (166.6)
$ (195.0)
$ (210.0)
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w W» w N “rynnBnr A

“uruerrnrrn A

Third
Quarter

Q
v

3,288.8
407.3
86.4
138.4
123.4

.10
.17

.10
.17

714.7
725.5

2,806.4
287.3
(46.0)
434.3
419.3

Fourth
Quarter

.15
.05

696.7
706.4

Total Year
<C>
$ 12,096.1
$ 751.6
$ (43.5
] (122.4
] (149.6
$ (.10
$ (.21
$ (.10
$ (.21
708.7
708.7
<C>
$ 10,684.9
$ 685.4
$ 373.5
$ 793.6
$ 733.6
EEHIHBET(Z
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Earnings (loss) from continuing operatioms .. S (.01) 5 (.26) S (.09) $ 79§ .44
Net earnings (losg) .......cuvse tesececsannns $ (.05) $ (.30) $ .59 $ 79§ 1.04
Diluted earnings (loss) per common share(6):
Earnings (loss) from continuing operations(10) § (.01) $ (.26) $ (.09) $ 1708 .44
Net earnings (1088) (10) ....cccvvveosccconces $ (.05) [ (.30) $ .59 $ 77 5 1.04
Weighted average number of common shares (6):
Basic ® ® 5 9 6 068 0000 S & 5 & 4 5 8 8 5 2 8 0O 0B LSS IDY 705.0 705.3 705.9 706!8 705‘8
Diluted(lo) LI R I I Y TN IR RN RN BN TN N IR R B BN BN ® O ¢ S 880 000 705.0 705.3 705.9 74405 708.5
</TABLE>
The timing of the Company's results of operations is affected by the typical
timing of major motion picture releases, the summer operation of the theme
parks, the positive effect of the holiday season on advertising and video store
revenues, and the impact of the broadcasting television season on television
production.
(1) The first three quarters of 1998 and all four quarters of 1997 results
~ have been restated for the effect of discontinued operations (See Note 3).
(2) The second quarter of 1998 included a $436.7 million charge for
. Blockbugter representing the adjustment to the carrying value of the
library tapes due to a change in Blockbuster's business model and a
revaluation of retail inventory (See Note 4).
(3) The third quarter of 1998 included a loss of $138.5 million, net of tax, -
resulting from the sale of the Company's music retail stores, partially
offset by a tax benefit of $134.0 million related to the sale of Virgin.
(4)_ The fourth quarter of 1998 included a gain of $65.5 million, net of tax,
resulting from the sale of Non-Consumer Publishing.
(5). The fourth quarter of 1998 included an extraordinary loss of $74.7
million, net of tax, for the early extinguishment of debt (See Note 17).
(6) All prior quarters' earnings per common share and weighted average number
of common shares have been adjusted to reflect the effect of the 2-for-1 '
stock split.
(7) The second quarter of 1997 included a $220.8 million charge for
Blockbuster representing the reduction in carrying value of excess retail
inventory and costs associated with closing underperforming stores
. "principally located in international markets (See Note 4).
(8) The fourth quarter of 1997 included a gain of $640.5 million, net of tax,
" o resulting from the sale of USA Networks. .
EXHIBIT C
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(9) The third quarter of 1997 included a gain of $416.4 million, net of tax,
resulting from the sale of Viacom Radio Stations.

(10) For the fourth quarter of 1997, the assumed conversion of preferred stock
had a dilutive effect on earnings per share, therefore, the sum of the
quarterly earnings per share will not equal full year earnings per share.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

16) OTHER ITEMS, NET

The Company continued the strategy of focusing on its core businesses and in
December 1998, announced plans to close the Viacom Entertainment Store in
Chicago and to phase out its Nickelodeon stores in January 1999. As a result,
the Company recorded a loss of approximately $91 wmillion, which is reflected in
“other items, net®, for the year ended December 31, 1998. The loss principally
reflects $8.5 million for estimated severance benefits payable to approximately
530 employees and $32.7 million for lease exit obligations. The loss also
reflects the write-off of property and equipment, inventory and prepaid assets
of $21.1 million, $10.3 million and $3.1 million, respectively, as well as
future vendor commitments of $3.3 million. Additionally, "other items, net" for
1998 principally reflects foreign exchange losses and the write-off of certain
investments, partially offset by a gain of approximately $118.9 million from the
gale of a cost investment.

On October 21, 1997, the Company completed the sale of its half-interest in USA
Networks, including Sci-Fi Channel, to Universal Studios, Inc. for a total of
$1.7 billion in cash. The Company realized a pre-tax gain of approximately $1.1
billion in the fourth quarter of 1997. The net proceeds from this transaction
were used to repay debt.

In addition, during 1997, the Company recorded pre-tax gains on the swap of

certain television stations of approximately $190.9 million partially offset by

write-offs of certain cost investments.

17) EXTRAORDINARY LOSS

For the year ended December. 31, 1998, the Company.recognized 'an. extraordinary. . .- . W

) : EXHIBIT C
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loss of $74.7 million, net of tax of $51.9 million, or a loss of $.10 per

basic and diluted common share for the early extinguishment of the 10.25% Senior
Subordinated Notes, 7.0% Senior Subordinated Debentures and the 8.0% Merger
Debentures (See Note 8).

18) SUPPLEMENTAL CASH FLOW INFORMATION

<TABLE>
<CAPTION>
Year Ended December 31,
. dceceesmcescccecsccescccenn-
1998 1997 1996
<S> <C> <C> <C>
Cash payments for interest net of amounts
capitalized .......c00... seesssectssrrene sesesessessanessses seeeene $ 668.2 § 792.1 $ 808.0
Cash payments for income taxes .......ceecesues Cttesesseaessetearsnnn 656.6 110.9 193.0
Supplemental schedule of non-cash financing and investing activities:
Equipment acquired under capitalized leases ...........ccecivnnann 116.8 54.0 211.1
Common Stock retired with Cable Split-off ..... s seeeireciaasteane -- -- 625.8
</TABLE>
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

19) CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

Viacom International is a wholly owned subsidiary of the Company. The Company
has fully and unconditionally guaranteed Viacom International debt securities
(See Note 8). The Company has determined that separate financial statements and
other disclosures concerning Viacom International are not material to investors.
The following condensed consolidating financial statements present the results
of operations, financial position and cash flows of the Company, Viacom
International (in each case carrying investments in Non-Guarantor Affiliates
under the equity method), the direct and indirect Non-Guarantor Affiliates of

- the Company, and the eliminations necessary to arrive at the information for the
Company on a consolidated basis.

EXHIBIT C
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<CAPTION>
, 1998
Non-
Viacom Guarantor v
vViacom Inc. International Affiliates Eliminations Co
<S> <C> <C> <C>» <C>
REVENUES. . .ovvivreesvssovessasssssscsassosansas $ 39.4 $ 1,7715.3 $ 10,301.9 $ (20.5)
Expenses: .
Operating........ccr0n.. cheeieraene cheeenn 33.3 563.7 7,929.8 (20.5)
Selling, general and administrative...... . 2.6 650.6 1,407.7 -
Depreciation and amortizatiom............. 2.1 87.0 688.2 --
Total exXpenBeB....ccrveveeososvnnsossse - 38.0 1,301.3 10,025.7 (20.5)
Operating income.......ocvveeneecrersvasonnnss 1.4 474.0 276.2 --
Other income (expense):
IntereBt prense, net.-.....-.-........... (516.0) (3400) (4900) -
Other items, NEC......cvvnenssnsssscccvens (21.2) 89.0 (83.1) -
Earnings (loss) from continuing operations
bEfore inco‘ne taxeB....................... (535.8) 52'9.0 144.1 r— - -
Benefit (provision) for income taxes.......... 219.7 (216.9) - (141.5) .-
Equity in earnings (loss) of affiliated
companies, net of taxX.....c.veecvecnesrnnns 236.9 (236.3) (54.0) 12.0
Minority interest.........iceveveneesne seenana -- 1.3 (2.0) --
Earnings (loss) from continuing operations.... (79.2) 77.1 (53.4) 12.0
Discontinued operations:
Loss, net of tax..... cettecetetnanasananns -~ -- (54.1) ..
Net gain (loss) on dispositions........... -- 191.2 (141.3) -
Net earnings (loss) before extraordinary loss. (79.2) 268.3 (248.8) ' 12,0
Extraordinary loss, net of taxX .....c.vvvvvees (43.2) (31.5) -- .-
Net earnings (losB)....cceceessvonerocanssnnns (122.4) 236.8 (248.8 12.0
Cumulative convertible preferred stock
dividend requirement........ce00000000000. (57.2) -~ A -- --
_ Discount on repurchase of preferred stock..... 30.0 -- -- --
Net earnings (loss) attributable to common
te BtOCk--...--.............-..........-..*u‘...... art $ (149-6) $ 236.8 $ (248.8) s 12‘0

EXHIBIT C

136 of 231 ' 2/9/00 3:05 PM



hitp:/www sec.gov/Archives/edgar/data/813828/0001005477-99-001528.txt

95 35 3 35 35 38 B8 5 18 I 5 2 38 BE 25 25 8 3% 2% M 58 S8 S S XE A8 2% At i 88 08 2898 % 18 25 3% 20 1 08 08 B
</TABLE>
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
]
<TABLE>
<CAPTION>
1597
Non-
Viacom Guarantor Via
Viacom Inc. International Affiliates Eliminations Cons
<S> <C> <C> <C> <C> <C
REVENUEB ..:vsecivessnrsavnsannas theeserennenne $ 26.7 $ 1,458.3 $ 9,225.8 $ (25.9) $1
Expenses: .
Operating .....vivevecenesnnncsasssssasennan 25.6 471.3 7,005.3 (25.9)
Selling, general and administrative ....... 1.8 520.3 1,228.5 - ==
DepreCiation and amortization t s e s s s e e 1-9 67 04 : 703 03 --
Total €Xpenses ....c.ceessevvssscsnsnsa 29.3 1,059.0 8,937.1 (25.9)
Operating income (lossg) ........... ceeaeas ceenn (2.6) - 399.3 288.7 --
Other income (expense):
Interest expense, Nt ......cvevvrvoscssnes (631.1) (56.2) (63.6) -
Other items, Det .........eiviteeiannanases -- (38.7) 1,282.7 --
Earnings (loss) from continuing operations )
before income taxes ......ecvvveevevvsnnens (633.7) , 304.4 1,507.8 -~
Benefit (provision) for income taxes .......... 266.1 (127.8) (784.7) e
Equity in earnings (loss) of affiliated
companies, net of tax .....cocce00tectnncs 1,160.9 545.3 (53.8) (1,815.7)
Minority interest .........cciveevvecersvananss _ - (0.9) 5.6 .. -
> Earnings from continuing operations ........... 793.3 721.0 674.9 (1,815.7)
Discontinued operations:

EBarnings,. net of taxX ...cccevvavrecsareacsss e 0.3 2.7 . ~11.9. - .. -- .
. EXHIBIT C
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Net gain (loss) on dispositions, net of tax -- 437.2
Net earnings .......ovvveveenetnncncnnnnnnncens 793.6 1,160.9
Cumulative convertible preferred stock
dividend requirement ...............000.... (60.0) --
Net earnings attributable to common gtock ..... $ 733.6 $ 1,160.9
45 38 N5 R B 28 18 I8 38 L 2 ¢ 3t 7t f %
</TABLE>
[
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
Viacom
Viacom Inc. International
<S> <C> <C>
ReVENUEE. « . ittt iitrerroressonnceonosoneosscennsses - $ -- $1,193.7
Expenses:
Operating..voeeiieieieenstocesoennnnnnonsnsns -- 373.5
Selling, general and administrative.......... (0.3) 470.1
Restructuring charge.......ovvvvvvenunsrnnenn -- --
Depreciation and amortization................ -- 60.9
TOtAl @XPeNBEeB...overvrsneseocannnsannas (0.3) 904.5
Operating 1ncome....vviiiiieenenenrnnnnnsanennens 0.3 289.2
Other income (expense):
Interest expense, Net.....ccceervsnesvcanssas (627.7) (102.5)
~ other itema' net-.-cnoooooo-oo.-o...oaoa.onoo - (0'1)
Earnings (loss) from continuing operations
‘w before income taxes.- e e D R I - (627‘4)' T e 186;6

11R of 231

$ 654.8

Non-
Guarantor
Affiliates
<C»>
$8,517.5

5,994.0
972.2
50.2

$(1,815.7) $
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Benefit (provision) for income taxesS............. 259.3 (84.0) (418.6) --
Equity in earnings (loss) of affiliated

companies, Net Of CLaX....evevveoceosnsncnanas 1,613.0 77.2 42.3 (1,745.8)
Minor‘ity interest..............-.....--.....o-.-. -- (102) (001) -
Earnings from continuing operations.............. 1,244.9 178.6 474.5 (1,745.8)
Discontinued operations:

Earnings (logs) net of tax .......ccconeveesss 3.0 2.5 (67.5) --

Net gain (loss) on dispositions, net of tax.. -- 1,292.0 (134.3) --
Net @arnings. .ccvveiteiireereeneceeennnnnnsonnnsns 1,247.9 1,473.1 272.7 (1,745.8)
Cumulative convertible preferred stock

dividend requirement........cocoveveneneennnnn (60.0) -- -- .-
Net earnings attributable to common stock........ $1,187.9 $1,473.1 $ 272.7 $ (1,745.8)

BEESEEEER SECEERERREE b 3 2 % 2 % % % 3 NS N5 AN L AR B A8 38 28
</TABLE>’
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Tabular dollars in millions, except per share amounts) » —
<TABLE>
. <CAPTION>
1998
Non-
Viacom Guarantor Viacom
Viacom Inc. International Affiliates Eliminations Consolid
<S> <C>» <C> <C»> <C> . <C>
Aggets

Current Assets:

Cash and cash equivalents ......... $ 406.4 $ 189.5 $ 171.4 $ -- $ 767

Receivableg, net .......ceveesecene 9.5 319.5 1,458.0 (27.9) 1,759

INVENLOIY ¢vicevencnannsnnsenacnnna 11.5 131.9 1,662.1 -- 1,805

Other current assBets ........oe0000. .9 160.9 570.8 -= 732

) Total current agsets ......eeees 428.3 801.8 3,862.3 (27.9) 5,064

- Property and equipment .......cce000veneen . 13.6 --602.3 -3,921.1 - - 4,537
EXHIBIT C
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Lesas accumulated depreciation

and amortization ........c000000 3.0

Net property and equipment ...... 10.6
Inventory L A A N A A R R R - -
Intangibles, at amortized cost .......... 109.4
Investments in consolidated subs ........ 5,951.7
Other assets ......... ceeene ceceansenanns 83.4
» $ 6,583.4

Liabilities and Shareholders' Equity
Current Liabilities:

Accounts payable ........vevvcveeens $ --
Accrued expenses ........cccer000000 612.7
Deferred income .....vo00000s000s0ss --
Accrued compensation ............c... --
Participants' share, residuals
and royalties payable LI I B S B SR A A -
Program rights ......vvivnvvvvoenves --
Income tax payable ........ccc00enen --
Current portion of long-term debt... 282.4
Total current liabilities ........ 895.1
Long-term debt .....ccitverertercrescccne 2,214.6
Other liabilities ........cevvivenvecenns (17,419.8)
Shareholders' equity
Convertible Preferred Stock ........ 600.0
Common SLOCK ..ovvecivesnocnsrannnss 7.3
Additional paid-in capital ......... 10,519.6
Retained earnings ......eevcevnnenns 10,764.8
Accumulated other comprehensive
income (1O88) .....vvovvnvnrveenns .-
21,891.7
Less treasury stock, at cost ....... 998.2
s P
Total shareholders' equity ....... 20,893.5
140 of 231

530.9
15,701.9
1,541.4

$19,389.8

$ 68.0

1,050.4
3,302.4

104.1
228.7
7,545.4
4,977.7

12,890.0

mcmecswwwew
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1,265.9 -- 1,457

2,655.2 -- 3,079

2,070.7 -- 2,470

10,917.0 - 11,557
-- (21,653.6)

1,795.3 (1,979.1) 1,441
521,300.5 $(23,660.6) $23,613
-t 3 1 2 3+ ¢t § 3 BEEREESEESREES t 1 1 F1 5 3§ 7 3
5  474.4 $ (43.2) $ 499

923.4 (.3) 2,125
270.0 -- 286
265.9 -- 410

1,227.5 -- 1,227

158.1 (35.6) 179
(139.7) (591.3) 526
81.3 -- 377
3,260.9 (670.4) 5,632
548.4 -- 3,813
9,008.6 7,226.3 2,117
20.4 {124.5) 600
1,985.3 (2,214.0) 7
6,676.9 (14,167.2) 10,574
(98.8) (13,710.8) 1,932
(10102) - (67
8,482.6 (30,216.5) 13,047
-- -- 998
8,482.6 {30,216.5) 12,049
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$ 6,583.4 $19,389.8 $21,300.5 $(23,660.6) $23.613
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</TABLE>
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
1997
Non-
Viacom Guarantor Viacom Inc.
Viacom Inc. International Affiliates Eliminations Consolidated
<S> - <C> <C> <C> <C> | <C>
Asgets
Current Assets:

- Cash and cash equivalents ....... $ .1 $ 91.5 $ 200.7 $ -- $ 292.3
Receivables, net .......ccecevue. 10.2 384.0 2,047.0 (43.5) _ 2,397.7
INVeNntory .....cveeeecrvncnnnnnee 13.3 100.5 2,138.9 - 2,252.7
Other current assets ............ (6.1) 55.6 719.4 1.9 770.8

Total current assets ......... 17.5 631.6 5,106.0 (41.6) 5,713.5
Property and equipment ................ 12.4 478.9 3,828.9 -- 4,320.2
Less accumulated depreciation :
and amortization ............. 2.2 131.9 988.4 -- 1,122.5
Net property and equipment .... 10.2 347.0 2,840.5 - 3,197.7
Inventory ........ testesesesensssnnsans - 318.2 2,332.4 -- 2,650.6
Intangibles, at amortized cost ........ 112.4 534.4 14,052.8 - 14,699.6
Investments in consolidated subs ...... 8,256.9 9,303.0 -- (17,559.9) --
Othexr agBets ....vvvvtnesscccscrescacns (11.3) 238.0 1,719.7 80.9 2,027.3
$ 8,385.7 $§ 11,372.2 § 26,051.4 $ (17,520.6) $ 28,288.7
NENERSERSRES 5 B 3 X5 39 K8 NS 25 BN AR 8 5 4 X5 3% U8 88 38 B8 i 3% N0 L 1 1t 1t 3 ¢t &% 3 ENEENENNRS
:, -~ Liabilities and Shareholders' Equity . ‘
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Current Liabilities:

Accounts payable .....cccevvvrenns
Accrued expenses .....ccccveoveons
Deferred income .....c00000000000e
Accrued compensation .........00..
Participants' share, residuals
and royalties payable ..........
Program rights ......ccv0cveeeneen

Income tax payable

Current portion of long-term debt

#

Total current liabilities ......

Long-term debt ........ce000ese0etnnacs
Other liabilities ...

Shareholders' equity:
Convertible Preferred Stock ......
Common Stock ...
Additional paid-in capital .......
Retained earnings .....ceveveveees
Accumulated other comprehensive

income (loss)

s s 000050

@ e s v s ersss 00080000

Less treasury stock, at cost .....

Total shareholders' equity

</TABLE>
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<TABLE>
. <CAPTION>
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4,760.5
(14,112.9)

1,200.0
7.2
10,329.6
6,173.7

- .- - o---

17,710.5
229.5

$ 8,385.7

VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

1,983.9
(4,498.2)

256.6
6,745.9
4,585.0

66.1

$ 11,372.2

(Tabular dollars in millions, except per share amounts)
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$ 803.3
861.5
237.6
319.3

951.3
175.0

(307.2)
70.0

708.6

$ 26,051.4

] (139.6)
113.0

(15.5)
(536.2)

(1,091.9)
(7,817.0)
(8,825.4)

(17,734.3)

maewenoo---

(17,734.3)

$ (17,520.6)

5 699.7
1,574.7
254.6

441.7

961.3
197.7
556.3
376.5

1,200.0
7.2
10,329.5
2,089.0

13,613.1
229.5

13,383.6

cEmeacsscvowee

$ 28,288.7

EXHIBIT C
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<S>

Net cash flow provided by (used in)
operating activities ...............

L)

Investing Activities:
Proceeds from dispositions .............
Acquisitions, net of cash acquired .....
Capital expenditures ...
Investments in and advances to

.affiliated companies

Proceeds from sale of cost investment ..
Proceeds from sale of short-term

investments ........
Purchases of ghort-term
investments ........
Other, net ....

Net cash flow provided by (used in)
invegting activities ............. .

Financing Activities:
Repayments of credit agreements, net ...
Increase (decrease) in intercompany

payables .....

6000080200080

Repayment of notes and debentures ......
Purchase of treasury stock and warrants.
Repurchase of Preferred Stock ....... cen

Payment on capital lease obligations ...
Payment of Preferred Stock dividends ...
Proceeds from exercise of stock options
and warrants .......
Other, net ....

Net cash flow used in
financing activities .....cvve0nv0n
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-----------------------------------------------------------------------

(1,788.6)

3,140.7
(202.6)
(809.6)
(564.0)

(64.8)

--------

Vviacom

International

4,677.3

(88.6)

(3.6)
131.7

101.4

(151.6)
(6.9)

(470.0)

(3,100.7)
(666.7)

(20.6)

Guarantor

272.8
(111.5)
(514.9)

(96.7)
35.6

--------

" Bliminations
<C>
$ --

-—-------

Viacom Inc
Consolidate

--------

4,950.1
(126.4)
(603.5)

(100.3)
167.3

101.4

(151.6)
(18.6)

————————

(2,383.0)

(869.3)
(809.6)
(564.0)
(110.7)

(64.8)

182.8
11.1

2/9/00 3:05 PM



Net increase (decrease) in cash and

cash equivalents .......ce00ecvseves 406.3 98.0
Cash and cash equivalents at beginning _

Of year ......civvesvnsesosnsonsosns .1 91.5
Cash and cash equivalents at end ‘

Of Year ......veeevvenvasonssesonnns $ 406.4 § 189.5
</TABLE>

.
I1-71
<PAGE>
VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
{Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
Viacom
Viacom Inc. International

<S> <C> <C>
Net cash flow provided by (used in)

operating activities ......ccc0evee.nn $ 1,275.7 $ 109.6
Investing Activities:
Proceeds from digpositions .........ccc0u. -- 1,096.5
Acquisitions, net of cash acquired ........ (46.9) -
Capital expenditures .........ccccceveevens -- (77.9)
Investments in and advances to

affiliated companies ......ccevvvneennn -- - (47.5)
Proceeds from sale of short-term

investmMents .....coveesceecccosscsannnsa -- 139.8
Purchases of short-term investments ....... -- (81.3)
Other, nEt 8 86 68 0600 0RO SEELOERNLBIERNOILESRSIOES - .1
Net cash flow provided by (used in)

(46.9) 1,029.7

investing activities .....c..c0.0e

144 of 231
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$§ 171.4

Non-
Guarantor
Affiliates

1,918.4
(308.2)
(452.4)

(252.9)

18.1

923.0

coseoromme

Eliminationg

ommnenee

475.0
292.3
$ 767.3

Viacom Inc
Consolidat

3,014.9
(355.1
(530.3

(300.4

139.8
(81.3
18.2

2/9/00 3:05 PM
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Financing Activities:

Repayments of credit agreements, net ...... (1,972.0) (148.0) 27.7 -- (2,092.3
Increase (decrease) in intercompany

payableﬂ ee e eos s pr s ses e s e v ar e seve e 73403 (939-2) 204-9 -e -
Purchase of treasury sto¢ck and warrants ... (9.8) -- -- -- (9.8
Payment on capital lease obligations ...... -- (21.8) (44.4) -- (66.2
Payment of Preferred Stock dividends ...... (60.0) -- -- -- (60.0
Proceeds from exercise of stock options and

WArrants ......ececceee Gttt sesessenns 69.6 -- -- -- 69.6
Other, net ......... feoeasnan sessesesassenas (5.8) -- 6.0 -- (3.8
Net cash flow provided by (used in)

financing activities .......c0vivivnnn (1,247.7) (1,109.0) 194.2 -- (2,162.5
Net increase (decrease) in cash and cash

equivalents ....... Chessereacinteanne .. (18.9) 30.3 71.9 - 83.3
Cash and cash equivalents at beginning

Of Vear ... iiviiinirricnnnsensennnanass 19.0 61.2 128.8 -- 209.0
Cash and cash_equivalents at end

OFf YEAT +ovrvevernearonncnnssenasens . $ .1 $ 91.5 $ 200.7 $ -- $ 292.3
</TABLE>

II-72
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

<TABLE>
<CAPTION> .
1996
Non-
Viacom Guarantor Viacom I
Viacom Inc. International Affiliates Eliminations Consolida
<8> <C> <C> <C> <C> <C>
“ Net cash flow provided by (used in)
operating activities .................. § 1,150.6 $ (1,583.2) $ 503.1 $ -- $ 7
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Investing Activities:
Proceeds from dispositions ................
Acquisitions, net of cash acquired ........
Capital expenditures ......ocecvveveonnnnes
Investments in and advances to
affiliated companies .........c.c00.n ces
Proceeds from sale of short-term
investments ........cc000.. . e
Purchases of short-term investments .......
Other, net ...... e edeevesareracrstsoaersns

s 002000

Net cash flow provided by (used in)
investing activities ............ terees

Financing Activities:
Repayments of credit agreements, net ......
Increase (decrease) in intercompany
payables ........ci00itiencnnirnsasanes
Repayment of notes and debentures .........
Purchase of treasury stock and warrants ...
Payment on capital lease obligations ......
Payment of Preferred Stock
dividends .........i0000vunnn esaanns -
Proceeds from exercise of stock options and
warrants ......c.... secsstaessrsesssnns
Other, met .......cceiveveersnennnnnsnnanes

Net cash flow provided (used by)
financing activities ........c 0000 0nnn

Net decrease in cash and cash

equivalents ......iviietiicrirnerinnns
Cash and cash equivalents at beginning

of year ..... seeseessessietarteaarsennan

of year ........ P
</TABLE>

II-73
<PAGE>
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R X

(1,293.8)
320.7

(223.6)

(60.0)

$ 19.0

1,700.0
(125.5)
(57.3)

137.9
(149.2)

407.0

(464.3)
(12.0)

- -

(15.5)

mmcsrccooee

$§  61.2
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138.1
(299.8)
(473.1)

(31.5)

-

$ 128.8

crooee--

- -

1‘83
(29
(59

EXHIBIT C
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PART III
Item 10. Directors and Executive Officers.

The information contained in the Viacom Inc. Definitive Proxy Statement
under the captions "Information Concerning Directors and Nominees" and
"Compliance with Section 16(a) Beneficial Ownership Reporting Compliance" is
incorporated herein by reference.

Item 11. Executive Compensation.
]

The information contained in the Viacom Inc. Definitive Proxy Statement
under the captions "Directors' Compensation" and "Executive Compensation® is
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management.

The information contained in the Viacom Inc. Definitive Proxy Statement
under the caption "Security Ownership of Certain Beneficial Owners and
Management" is incorporated herein by reference.

Item 13. CerﬁAin Relationships and Related Transactions.
The information contained in the Viacom Inc. Definitive Proxy Statement

under the captions "Compensation Committee Interlocks and Insider Participation®
and "Related Transaction" is incorporated herein by reference.

III-1
<PAGE>
PART IV
Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K.
(a) and (d) Financial Statements and Schedules (see Index on Page F-1)
(b) Reports on Form 8-K
Current Report on Form 8-K of Viacom Inc. with a Report Date of November
27, 1998 relating to the sale of the Company's educational, professional and

reference publishing businesses to Pearson plc for approximately $4.6 billion.

(c) Exhibits (see index on Page E-1)

EXHIBIT C
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, Viacom Inc. has duly caused this report to be signed on
its behalf by the undersigned, thereto duly authorized.

¢ VIACOM INC.

By /s/ SUMNER M. REDSTONE
Sumner M. Redstone,
Chairman of the Board of Directors,
Chief Executive Officer

- By /8/ GEORGE S. SMITH, Jr.
George S. Smith, Jr.,
Senior Vice President,
Chief Financial Officer

By /s8/ SUSAN C. GORDON

----------- R A I R e Ry e,

Susan C. Gordon,
Vice President, Controller,
Chief Accounting Officer

Date: March 31, 1999

Purguant to the requirements of the Securities Exchange Act of 1934, this '
report has been signed by the following persons on behalf of Viacom Inc. and in
the capacities and on the dates indicated:

Signature Title Date

L TR Y .- - - -

- - Director March 31, 1999

EXHIBIT C
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George S. Abrams

Shari Redstone

/8/ SUMNER M. REDSTONE

Sumner M. Redstone

Frederic V. Salerno

William Schwartz

Director

Director

Director

Director

Title

Director

Director

Director

Director

March 31,

March 31,

March 31,

March 31,

Date

March 31,

March 31,

March 31,

March 31,

1999

1999

1999

1999

1999

1999

1999

1999

httpi//www.sec.gov/Archives/ecdgar/data/813828/0001005477-99-001528.txt
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* Director March 31, 1999

- Cerceoscscsconscsssscscccccanae L R R T

Ivan Seidenberg

*By /8/ MICHAEL D. FRICKLAS » March 31, 1999

Michael D. Pricklas
Attorneyrin-Fact
for the Directors

<PAGE>

VIACOM INC. AND SUBSIDIARIES

INDEX TO EXHIBITS
ITEM 14 (c)

No. - Description of Document

----------------------- - -

(2) Plan of Acquisition

(a) Agreement and Plan of Merger dated as of January 7,
1994, as amended as of June 15, 1994, between Viacom
Inc. and Blockbuster Entertainment Corporation
(incorporated by reference to Exhibit 2.1 to the
Registration Statement on Form S-4 filed by Viacom
Inc.) (File No. 33-55271).

(b) Amended and Restated Agreement and Plan of Merger
dated as of February 4, 1994 between Viacom Inc. and
Paramount Communications Inc., as further amended as
of May 26, 1994, among Viacom, Viacom Sub Inc. and
Paramount Communications Inc. (incorporated by
reference to Exhibit 2.1, included as Annex I, to the
Registration Statement on Form S-4 filed by Viacom
Inc.) (File No. 33-53977).

w o (3) Articles of Incorporation and By-laws

(a) Restated Certificate of Incorporation of Viacom Inc.
. (incorporated by reference to Exhibit 3(a) to the

140 af 231
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UNAUDITED FINANCIAL STATEMENTS OF VIACOM INC.
FOR NINE MONTHS ENDED SEPTEMBER 30, 1999
(FROM SEC FORM 10-Q)

(EXCERPTED FROM FORM 10-Q FOR THE

THIRD CALENDAR QUARTER 1999 FILED BY VIACOM INC.
WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION)

EXHIBIT D
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CITY: NEW YORK

STATE: NY

ZIP: 10036
</SEC-HEADER>
<DOCUMENT >
<TYPE>10-Q
<SEQUENCE>1
<DESCRIPTION>QUARTERLY REPORT
<TEXT>
<PAGE>

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934
« For the quarterly period ended September 30, 1999
Commission file number 1-9553
VIACOM INC.
(Exact name of registrant as specified in its charter)
Delaware | 04-2949533
(state or other jurisdiction of (I.R.S. Employer
incorporation or organization) identification No.)
1515 Broadway, New York, New York 10036

(Address of principal executive offices) (Zip code)
Registrant's telephone number, including area code (212) 258-6000

hutp:/iwww sec.gov/Archives/edgar/data/813828/0000940180-99-001400.txt

XX R L T T e wTenTeacsem-w -

Indicate by check mark whether the registrant (1) has filed all reports required

to be filed by Section 13 or 15 (d) of the Securities Bxchange Act of 1934
during the.preceding 12 wonths (or for such shorter period that. the registrant

EXHIBIT D
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was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes X No .

Number of shares of Common Stock Outstanding at October 29, 1999:

Class A Common Stock, par value $.01 per share - 138,340,683

Class B Common Stock, par value $.01 per share - 558,646,382

<PAGE>
VIACOM INC.
INDEX TO FORM 10-Q
PART I FINANCIAL INFORMATION Page
Item 1. Financial Statements
Consolidated Statements of Operations (Unaudited) -
“for the Three Months ended September 30, 1999
and September 30, 1998 3
Consolidated Statements of Operations (Unaudited) -
for the Nine Months ended September 30, 1999
and September 30, 1998 4
Consolidated Balance Sheets -
at September 30, 1999 (Unaudited)
and December 31, 1998 5
Consolidated Statements of Cash Flow (Unaudited) -
for the Nine Months ended September 30, 1999 and
1998 6
]
Notes to Consolidated Financial Statements (Unaudited) 7 :
Item 2, Management's Discussion and Analysis of Results of Operations
and Financial Condition 24

PART II OTHER INFORMATION

Item 6. - Exhibits and Reports on Form 8-K 41
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<PAGE>

PART I - PINANCIAL INFORMATION

- eewecececcesecsseeccew - -

Item 1. Financial Statements.

VIACOM INC.

<TABLE>
<CAPTION>

<S>

Revenues....coveevee

Expenses:

Operating.....ecevve.
Selling, general and administrative feteesensuntteeccennaeanann
Regtructuring charge.....c.ceveevencrcccsvntsonnscscvacasnasaons
Depreciation and amortization......ceeeiveriovassoarnescconssnns

Total EXpPensesB..cccoevesrrossrossorecsns

Operating INCOME. . veueeseresesersscsnsonnrosssonsonsssssonsoasonss
INterest EXPENBE..ccossrrevsevsoscrsoscssacasssssesssne
Interest 1NCOME. . .oveerrerenenccvassiocacnssscsssassnsnancsnncs
Other items, net............

Earnings from continuing operations before income taxes..........
Provigion for income taxes......cecevevevcccans
Equity in loss of affiliated companies, net of tax.............
Minority interest.....cveveeevrreccrecssscssorcssssosscstccncnns

Barnings from continuing operatione.........................;....

Discoucinued.operétions (Note 7):

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited; in millions, except per share amounts)

LR R N A A A R A I I

8 @00 00 8000 sBEBELINEESEOLINELBESITL RS
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Three months ended
September 30,

321.2

407.3

tetee © sa my .



Barnings, net Of €aX...coveeerveressescrocsnvsosascsseosnasssavoss
Loss on dispositions, net of taxX......cceeeeeerevsconrcccccscss

Net earnings before extraordinary losS8....ccecceeverosssssssssass
Extraordinary logs, net of taX...coevecevcsersssosssvsrsovrrans

Net earnings.....cceccvevenneccees
Cumulative convertible preferred stock dividend requirement....

Net earnings attributable to common 8LOCK..........icovvvenccnnnes

Earnings per common share:
Basic:

Net earnings from continuing operations.......ccecvivvvvnnneann
Net earnings.....ccceeeeseonescncocaserenns

Diluted:

Net earnings from continuing operations.......ceevveveeessess
Net earnings....cccoeeeeonscesronscossarsenvessas

—~—

Weighted average number of common shares:
2T 1= T -

Diluted..0'..0...........!'.....0"...".'.’....!".

</TABLE>

See notes to congolidated financial statements.

<PAGE>

VIACOM INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited; in millions, except per share amounts)

<TABLE>
<CAPTION>

<S>

..Revenueﬂ---.-o.....-u-.......‘......-a-.'................--.-.--n-..

L I R I I B A B B I B I I B RN

http:/iwww scc.gov/Archives/edgar/data/813828/0000940180-99-001400.tx1

- 67.9
- (15.9)
110.9 138.4
(14.2) --
96.7 138.4
-- (15.0)
$ 96.7 $ 123.4
$ .16 $ .10
$ .14 $ .17
$ .16 ] .10
$ .14 $ .17
696.7 714.7
709.5 725.5
‘u
Nine months ended
September 30,
1999 1998
<C> <C>
.. § 9,286.4 . § 8,753.7
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Expenses: ‘
Operating......covevees teeertecesestcanasarranenans ceseneas 6,006.9 6,259.0
Selling, general and adminxstratlve cesesesaneersesesrrssasans 1,712.4 1,468.2
Restructuring charge.......... tessnrae vesseasenns ceeerrecsnane 70.3 --
Depreciation and amortization.....ccceeeeceee tetrcereerresrens 615.8 571.2
Total expenseB........ Sesresseeresssssans teeeaans cenasene 8,405.4 8,298.4
Operating iNCOME......oeeuvevens e e e 881.0 455.3
INLErest EXPENBE. .cetvvrerrrnnresronensoeeranneeens Ceeeea. oo (327.4) ‘ (481.0)
Interest income.......... seeserseaneasnanas ceconesnan seeresans 16.5 11.9
Other items, Net.....cvveveevcrrvsnronees Cetereeenea Ceerveens 2.9 (14.0)
Earnings (loss) from continuing operations before income taxes... 573.0 (27.8)
Provision for income taXesS............... et sraterre e (295.6) (85.4)
Equity in loss of affiliated companies, net of tax........ vees (38.1) (21.2)
Minority “interest.. teeeceseneresrseanrens cereeveaann cereens (.7) 1.1
Earnings (loss) from continuing operations..............eceeeeenee. 238.6 (133.3)

Discontinued operations (Note 7):

Barnings, net of tax........ Ceesaanens tetersearevararaaan cevens -- 8.0
LQSB OndinOBitions, net Of tax.-...-..-...... ------ s ee s 00 - (15-6)
Net earnings (loss) before extraordinary logs.............. ceenas 238.6 (140.9)
Extraordinary 1loss, net Of CaX....eoceesevscenrsorsconsas ceeans (37.7) --
Net €arnings (lOBB) ..v.eviierrrcreosroosntsssonsocsanncecnnsnnansa 200.9 (140.9)
Cumulative convertible preferred stock dxvidend requirement. . (.4) (45.0)
Premium on repurchase of preferred stock....... ceeeennan cevens (12.0) Ty e
Net earnings (loss) attributable to common stock..... Cheeeees vees $ 188.5 $ (185.9)
MMM NN t- 1 2 -2 1 1 1 3 3§

Earnings (loss) per common share:

Bagic:
Net earnings (loss) from continuing operations................ $ .33 $ (.25)
Net earnings (lo8B) ccvvverrceisnstvonrsesscasoscrocsonsnnsnses $ .27 $ (.26)
Diluted:

EXHIBIT D



hitp:/iwww.sec.gov/Archives/odgar/data/813828/0000940180-99-001400.tx

(.25)
(.26)

Net earnings (loss) from continuing operations.........ccveee. $ .32
Net eamingB (losa)ll0.!I'...IC....IO'O..C'..‘..I'Q....'.llll. $ .27

4 W

Weighted average number of common shares:
2 T 694.5 712.8
Diluted. . ocveveeoorocneccnsoccocencosarennsossssnsvsonssonons 708.6 . 712.8
</TABLE>

See notes to consolidated financial statements.

-g-
<PAGE>

VIACOM INC. AND SUBSIDIARIES
“CONSOLIDATED BALANCE SHEETS
(in millions, except per share amounts)

<TABLE>
<CAPTION>
September 30, December 31,
T~ 1999 1998
(unaudited)
Asgsets

<S> <C> <C>
Current Assets:

Cash and cash eqUiIVAlentB..verrerrreeessveotssnnsssssesossssssssncnns $ 674.2 $ 767.3

Receivables, less allowances of $106.9 (1999) and

898.7 (1998) it vieeencsosterasonososensesosssensescessnsssnsssssss 1,676.9 1,75%.1
Inventory (NOte B) ccceusissscrnstenrnsscenntssensssosonsscsonnsnsonnos 1,798.1 1,805.5

Other CUrrent ABBELEB...vrcrrerveesssosesoststsssasertsssososssassossases 832.8 732.6
TOtal CUXXENt ABBELH...ccvtvrrrrvesvcossrsosnsvsrsonsssrssesnnse 4,982.0 5,064.5

‘u
Property and equipment, &t COBL....ccvvteettonsnconesossrarsonosnsasansses 5,096.7 4,537.0
Less accumulated deprecilation. . cviverrvrarvnssrrrnsvevsasrnosrrasersons 1,781.0 ' 1,457.5

Net property and equipment.....cccvvvreenesrsrsscccnsncnsnnannse 3,315.7 3,079.5

Inventory (Note 8)....................,................................. 2,911.6 2,470.8
Intangibles, at amortizZed COBC.....vvrrrernoccssosanncrvsnscannssssonnoes 11,424.1 11,557.3
othﬁr aﬂaetso--.-‘-........-o.-....-...-..-....-......-........--......-- 1'634-8 1'441-0

amian & sa mae
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$24,268.2 $23,613.1

Liabilities and Shareholders' Equity
Current Liabilities:

Accounts payable. ... ...icierrecersososnrarsscrcnarsnoersensetsonrnenrusas $ 487.4 $§ 499.2
Accrued compens8ation. . ..ccocestrcecocrsrssssssossarsacssssssasonsnansns 372.5 410.3
Participants' share, residuals and royalties payable.................. 1,079.6 1,227.5
Income tax payable....cveeesseersrorsosssaesstnscaatocssassssessssassns 212.4 526.5
Current portion of long-term debt (Note 9).......cevvvevercncnvncacens 131.2 377.2
Accrued expenses and OLNEX.....coverrveorsecoceasccnscccscssoscsacanns 1,902.2 2,591.9
Total current 1iabilities...................................... 4,185.3 5,632.6
Long-term debt (Note 9)......cc0evveee. cheseeescese st et et nerese e annns 6,141.8 3,813.4
Other liabilitieB.....ccctvirenrvevrocrsccncacens Ceesectttacsrreraeneaenn 3,023.1 2,117.5

Commitments and contingencies (Note 10)

Shareholders' Equity:
Convertible Preferred Stock, par value $.01 per share; 200.0

shares authorized; 12.0 (1998) shares issued and outstanding....... -- 600.0
Class A Common Stock, par value $.01 per share; 500.0 shares
authorized; 139.7 (1999) and 141.6 (1998) shares issued............ 1.4 1.4
.Class B Common Stock, par value $.01 per share; 3,000.0 shares
authorized; 605.5 (1999) and 591.9 (1998) shares iasued............ 6.1 5.9
Additicnal paid'inCapital.-......-.-....-...--.--.................... 101260-0 10'574-7
Retained @arningd. . vcvcevrrrervrecoocosecsscssscosossssesssssssssseses 2,114.7 1,932.9
Accumulated other comprehensive loss (Note 1l)........evuveunnne ceraane (32.5) (67.1)
. 12,349.7 13,047.8
Less treasury stock, at cost; 48.5 (1999) and 38.5 (1998) shares........ 1,431.7 998.2
Total shareholders' equity.....cevceceecectsrorscosnoscecanocasns 10,918.0 ., 12,049.6
$24,268.2 ' $23,613.1
WS 00 &5 25 36 A0 28 &k &R 08 AN S A5 05 25 £ i 3 3 2 32 2 & ;£ &£ 3 3 &}
</TABLE>

See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited; in wmillions)

$(140.9)

688.0
14.5
15.6
(10.7)
21.2

(74.6)
476.0
(40.8)
(.3)
(261.4)
(501.4)
8.7
27.1

(417.2)
(103.9)
(66.5)
(68.8)
74.5
141.7
(15.7)

<TABLE>
<CAPTION>
Nine months ended
September 30,
1999
<S> <C>
Operating Activities:
Net earnings (lo@8) .....cuuieeervnoreronnersecsssrosnssssanssosnnssns Cresrericonasrseneae. $  200.9
-Adjustments to reconcile net earnings (loss) to net cash flow from operating activities:
Depreciation and amortization.......... S ee s e nassssencaese e sseeaseeraraanaas 615.8
Distribution from affiliated companies.........civienearrnnrvessossrsnnncnoosnrnnca 23.2
Loss on dispositions, net of tax..... . . --
Gain on sale of investment........ C e e s eeetteeaeereaecs et ete a0ttt esennnn --
Equity in loss of affiliated companies........cioviieeritueesoncceessscssonnsnnnnans 38.1
Change in operating assets and liabilities:
Decrease (increase) in receivables...........vviveveeeennn e ceeeeataaanns 82.2
Decrease (increase) in inventory and related programming 1iabllit1es, net....... (533.6)
Increase in prepaid expenses and other current agBetB......coeeveervecccecnnnnans (165.7)
Increase in unbilled receivables.......... L esessserect s et s nsanser o ar o0 b an (96.7)
Decrease in accounts payable and accrued expenses...... et acenareaeenee cesevens (222.2)
Decrease in taxes payable and deferred income taxes, Det....svevseivvnnssocsnoss (346.3)
Increase in deferred 1nCOME....civevreererrevennoncocsvsssanssosssssosnssanossasns 51.4
Other, Net...civervrrorossnoeronsrsensossssscssscsscssssssssosasens ceseesassesenans 64.6
Net cash flow from operating activities.......cvviviieerrettenceorocsenesssoorosonncanas (288.3)
Investing Activities:
Capital expenditures......ccovuttivenerennnsscosnrcsnsssssnsssonancnss cecerecenorura (503.6)
Acquisitions, net of cash acquired. ... .iiiiiiiininieiinnenneoncereceneerenannennnns +,(309.5)
Investments in and advances to affiliated companies........vceeiernvveceenecocnnnas (106.8)
Purchases of short-texrm investments. . .ottt iiiieiecrirenennanansnes ceecetnenernas (280.2)
Proceeds from sales of short-term investments........ecvvveveencens esessacensannes 342.1
Proceeds £rom digpositions. ... ..cciitetirrirsnereettosstecncesaosostnnnsonsannnssns --
OLNEL, DEE. .ot iteeeettoret e eeioseosnnnsennssnnassasasesessistosossennsoseasonncnnsnsss 1.9
Net cash flow from investing activities....uieueireneneenernrenrosoesonesnsesassesosnss (856.1)

Financing Activities:

EXHIBIT D
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Borrowings from banks, net. Cesessre st evrttaasasrasanenne Ceeteeseneenanerren s
Repaywment of notes and debentures .............. tesereresrresaenne stesesessseane .es
Repurchase of Preferred Stock and divxdend PAYMENES . s v eceeeersvovrssnsassoscsoocsnsas
Purchase of treasury stock and warrants......cceeeceeeoeeeen Cecenererererrrarens e
Payment of capital lease obligations.. et neens Sesessesrecsrensrenas cesseaaa
Net proceeds from issuance of subsxdiary stock seessesestenannas cecrrrsersanasane oo
Proceeds from exercise of stock options and wWarrants......ccceerrecerscccce teeeen oo
Other, net.......... Ceesesansreassesracaans e esssesesssensrannns Ceeisersrassessnses
Net cash flow from financing activities........... Cevreressssneanennans Ceeesreensanenes
Net increase (decrease) in cash and cash equivalents.............. ceeerarasesenenns
Cash and cash equivalents at beginning of the period.....ccvvceuen.. cecserrenssnnna

Cash and cash equivalents at end of period.......ovvevvvroerennsaennns Cecescearans cese

Supplemental cash flow information:
Cash payments for interest, net of amounts capitalized...... Ceeeneansen teesrsrsasaas
Cash payments for income taxes.........cceceeeeen. teseerseserraana teesrensanans cees
Non cash investing and financing activities:
Property and equipment acquired under capitalized leases....... et ereesassansannns .
</TABLE>

See notes to consolidated financial statements.
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollars in millions, except per share amounts)

1) BASIS OF PRESENTATION

Viacom Inc. ("Viacom" or the "Company") is a diversified entertainment company
with operations in six segments: (i) Networks, (ii) Entertainment, (iii) Video,
(iv) Parks, (v) Publishing and (vi) Online. See Note 7 regarding the
presentation of discontinued operations.

The accowpanying unaudited consolidated financial statements of the Company have
been prepared pursuant to the rules of the Securities and Exchange Commission.
These financial statements should be read in conjunction with the more detailed

-financial statements.and notes thereto included in the Company's wmost recent.

2,494.2
(1,075.3)
(619.8)
(478.8)
(71.3)

$ 6€74.2

$ 330.6
$ 5§58.9

$ 136.8

917.6
(400.0)

(45.0)
(312.2)

(55.3)

156.5
(6.1)

$ 524.8
$ 640.0

§ 33.5
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annual report on Form 10-K.

In the opinion of management, the accompanying financial statements reflect all
adjustments, consisting of only normal and recurring adjustments, necessary for
a fair presentation of the financial position and results of operations and cash
flows of the Company for the periods presented. Certain previously reported
amounts have been reclassified to conform with the current presentation.

Use of Estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities,
disclogure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Net Earnings (Loss) per Common Share - Basic earnings per share ("EPS") is
computed by dividing the net earnings applicable to common shares by the
weighted average of common shares outstanding during the peried. Diluted EPS
adjusts the basic weighted average of common shares outstanding by the assumed
conversion of convertible securities and exercise of stock options only in the
periods in which such effect would have been dilutive. Prior period amounts
have been adjusted to reflect the effect of the 2-for-1 stock split (see Note
4). The table below presents a reconciliation of weighted average shares used
in the calculation of basic and diluted EPS:

<TABLE>
<CAPTION>
: Three months ended Nine months ended
September 30, September 30,
1999 1998 1999 1998

<S> <C> <C> <C> <C>

Weighted average shares for basic EPS............ ceeeee 696.7 714.7 694.5 712.8

Incremental shares for stock options & warrants....... 12.8 10.8 4.1 ¢, -

Weighted average shares for diluted EPS.......ccvvuunne 709.5 725.5 708.6 712.8
MMM S t 2 2 ¢ § 4 MENEIE L 2 2 1 2}

</TABLE>

Comprehensive Income (Loss) - Total comprehensive income (loss) for the Company
includes net income and other comprehensive income items including unrealized
gain (loss) on securities, cumulative translation adjustwents and wminimum
pension liability adjustments. Total comprehensive income (loss) for the three
wmonths - ended. September 30, 1999 and 1998 .was. $106.7 million and $159.0-million,

EXHIBIT D



hup:/iwww.sec.gov/Archives/edgar/data/813828/0000940180-99-001400.txt

respectively, and for the nine months ended September 30, 1999 and 1998 was
$235.5 million and $(118.8) million, respectively.

-7~
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in wmillions, except per share amounts)

Subsidiary Stock Transactions - Gains or losses arising from issuances by a
subsidiary of its own stock in a public offering are recorded within
shareholders' equity.

"2) PENDING TRANSACTION

On September 7, 1999, the Company and CBS Corporation ("CBS") announced that the
companies had signed a definitive agreement to merge. Viacom and CBS have agreed
that CBS will merge with the Company upon the terms and conditions set forth in
the merger agreement and Viacom would be the surviving corporation. At the time
of the mergéy, the Company will issue 1.085 shares of its Class B common stock
for each share of CBS common stock and 1.085 shares of its Series C Preferred
stock for each share of CBS Series B Preferred Stock. The merger is subject to
approval of shareholders of CBS and regulatory approval. The Company expects the
merger to be completed in the first half of the year 2000.

3) BLOCKBUSTER INITIAL PUBLIC OFFERING

On August 10, 1999, Blockbuster Inc. completed the initial public offering

("IPO") of 31 million shares of its Class A common stock at $15 per share and

began trading on the New York Stock Exchange on August 11, 1999. The Company

owns 100% of the outstanding shares of Blockbuster In¢. Class B common stock,

which represented approximately 82.3% of Blockbuster's equity value after the

initial public offering. Proceeds of the offering aggregated $442.9 million,

net of underwriting discounts and commissions and before payment of offering o
expenses and were used by Blockbuster to repay outstanding indebtedness under

jits credit agreement. The Company recorded a reduction to equity of

approximately $662 million as a result of the issuance of subsidiary stock.

Viacom has announced that, subject to Viacom board approval, which will be based

on an assessment of market conditions, and the receipt of a supplemental tax

ruling from the Internal Revenue Service reflecting the proposed merger between

Viacom and CBS, it intends to split-off Blockbuster by offering to exchange all

of its shares of Blockbuster Inc. for shares of Viacom's common stock. Viacom

has no obligation.to-effect. the split-off either before or after.the merger. - ‘o
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Viacom cannot give any assurance as to whether or not or when the split-off will
occur or as to the terms of the split-off if it does occur, or whether or not
the split-off, if it does occur, will be tax-free.

4) STOCK TRANSACTIONS AND ACQUISITIONS

On July 7, 1999, the Viacom Five-Year Warrants expired. The Company received
proceeds of approximately $317 million and issued approximately 9.0 million
shares of its Class B Common Stock in connection with the exercise of 4.5
million warrants issued as part of the 1994 acquisition of Paramount
Communications.

The Board of Directors of the Company declared a 2-for-1 common stock split in
the form of a dividend. The additional shares were issued on March 31, 1999 to
shareholders of record on March 15, 1999. All common share and per share .
amounts have been adjusted to reflect the stock split for all periods presented.

-8-
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= VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

On June 21, 1999, the Company completed its tender offer for all outstanding
shares of Spelling Entertainment Group Inc. ("Spelling”) common stock that it
did not already own for $9.75 per share in cash. The tendered shares, along
with the shares already owned by the Company, represented approximately 97% of
all of the issued and outstanding shares of Spelling. The tender offer was made
under the terms of a merger agreement between the Company and Spelling. On June
23, 1999, the Company acquired the remaining outstanding shares of Spelling,
approximately 3%, through a merger of Spelling and a wholly owned subsidiary of
the Company. As a result of the merger, each share of Spelling common stock was
also converted into the right to receive $9.75 in cash. The consideration for
tendered shares was approximately $176 wmillion.

5) RESTRUCTURING CHARGE

During the third quarter of 1999, the Company recorded a charge of approximately
$81.1 million, of which $70.3 million was recorded as a restructuring charge and
$10.8 million was recorded as part of depreciation expense. The restructuring
charge of $70.3 wmillion was primarily associated with the consolidation of the
operations of Spelling into Paramount Television, resulting in the elimination

- of .duplicative sales. forces and certain.other back office. functions. Included in
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this total are severance and employee related costs of $48.1 million, lease
termination and other occupancy costs of $17.7 wmillion and other exit costs of
$4.5 wmillion. Severance and other employee related costs represent the costs to
terminate approximately 250 ewmployees engaged in legal, sales, marketing,
finance, information systems, technical gupport and human resources for
Spelling. Lease termination and other occupancy costs principally represent the
expenses associated with vacating existing lease obligations in New York and Los
Angeles. The depreciation expense of approximately $10.8 million was associated
with the fixed asset write-offs for software, leasehold improvements and
equipment located at these premises. As of September 30, 1999, the Company had
paid and charged approximately $4.9 million against the severance liability and
$1.6 wmillion against the other exit costs. The Company expects to complete the
exit activities by the end of the year 2000.

"8) RECEIVABLES

As of September 30, 1999, the Company had an aggregate of $355.5 million
outstanding under revolving receivable securitization programs. Proceeds from
the sale of these receivables were used to reduce outstanding borrowings. The
regulting loss on the sale of receivables was not material to the Company's
financial position or results of operations.

7) DISCONTINUED OPERATIONS

In accordance with Accounting Principles Board Opinion 30, "Reporting the

Results of Operations-Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions®, the Company has presented its educational, professional and
reference publishing businesses ("Non-Consumer Publishing”) and its music retail
stores ("Music") as discontinued operations, as these businesses were sold on :
November 27, 1998 and October 26, 1998, reaspectively.

-9-
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

During the third quarter of 1998, Spelling completed the sale of the development
operations of Virgin Interactive Entertainment Limited ("Virgin®") to Electronic
Arts Inc. for $122.5 willion in cash. 1In addition, on November 10, 1998,
Spelling completed the sale of all non-U.S. operations of Virgin to an investor
.group. . Included in.the loss on dispositions. for the three and nine wonths.ended. . DR .
EXHIBIT D
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September 30, 1998 are additional reserves which provided for Virgin's operating
losses through its disposition and a tax benefit related to the sale of Virgin.

Summarized financial results of discontinued operations are as follows:

<TABLE>
<CAPTION>

<S>

For the three months ended September 30, 1998/(1)/:
Revenues...... e esseesrseenerateerenosensnas
Earnings (loss) from operations before income taxes
'{Provision) benefit for income taxes......
Net earnings (loss)......... ceeaee

For the nine months ended September 30, 1998/(2)/:

Revenues.....,ccerovsrennsss R

</TABLE>

<TABLE>
<CAPTION>

<S>
Loss on Dispositions, net of tax:

Loss on sale of Music....... Terresesenesantreans
Additional reserves for Virgin's operating losses..
Tax benefit for the sale of Virgin.....
Reversal of excess cable split-off reserves

Total loss on dispositions, net of tax

</TRBLE>

Earnings (loss) from operations before income taxes........
(Provision) benefit for income taxes.
Net earnings (loss)........... reesesans

Non-Consumer

Publishing Music
<C>» <C>»
$ 730.4 $ 37.6
160.5 (4.5)
(89.9) 1.7
70.7 (2.8)
$1,421.0 $293.5
47.4 (20.9)
(26.6) 8.0
20.9 (12.9)

Three months ended
September 30, 1998

EE LR KR PR T R R

<C>
$ (138.5)
(20.3)
134.0
8.9
$ (15.9)

/(1) /Results of operations reflect the music business for the period July 1

through August 10.

/ (2) /Results of operations reflect the wusic business for the period January 1

thxough Augunt 10.

23

$ 768.0
156.0
(88.2)

67.9

$§1,714.5
26.5

(18.6)
8.0

Nine months ended
September 30, 1998

<C»>»
$ (138.5)
(20.3)
134.0
9.2
$ (15.6)

EXHIBIT D
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Tabular dollars in millions, except per share amounts)

8) INVENTORY

<TABLE>
<CAPTION>
September 30, 1999 December 31, 1998
<8> <C> <C>
Merchandise inventory, including sell-through
VideoCaB8ettes . ..ttt scr et rnrrsr st ensnnn e $ 300.1 $ 381.9
Videocassette rental inventory....cceieveererencnrrononveas 496.3 404.1
Publighing:
Pinished goods......ccciieiinrerenerosnessnssecacennennes 66.5 59.7
WOXK in ProCeBB..civeeveenenvonrsossssasessssossnssssssaas 5.6 6.9
Raw MAteriald. . vvvrervrversocasnscscssenccnsnserossvsansss 3.6 2.5
Other .ttt veesersennsvasesssasosasasssssassosossssansne vesnes 21.8 17.7
893.9 872.8
Less current POXtioN......cviievitessnssennnacnannssnsnnes 397.6 468.7 |
496.3 404.1
Theatrical and television inventory:
Theatrical and television productions:
ReleaBed...ccovevvrersrsrrssnsanonsensnsosssnssssssassncnns 1,939.1 1,800.4
Completed, not releaged.....ccceeveveerecrconsssssocsoensns 9.5 35.9
In process and other.....ccciitiinenerinncrernonnscnrenvnns 424.9 321.0
Program Xighta...ccoeeveenserssnceesccscanoassssncssssnnss 1,442.3 1,246.2
meecem————— rgmm———- ———-
3,815.8 3,403.5
Less Current POXCiON. . .veeereresertnssososonsonsasansnas 1,400.5 " 1,336.8
2,415.3 2,066.7
Total Current INVENtOYY .. cevercucsrsrcroncorscnnnssnsssness $§ 1,798.1 $ 1,805.5
t it i it 1 2 2 2 J L 2t 2 £t 1 31 1 2]
Total Non-~Current INVentOrY..ccecsscecsssccosasssssnsossons $ 2,911.6 $§ 2,470.8
v. e . oo st Lo . PR . NN ESEAAN N N S N N
. | EXHIBIT D
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</TABLE>

-11-
<PAGE>

VIACOM INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

9) LONG-TERM DEBT

The following table sets forth the Company's long-term debt, net of current

portion:
<TABLE>
<CAPTION>
September 30, 1999 December 31, 1998
<S> <C> <C>
Notes "payable to banks.....vcevvvintennrnnnneannns Cesseisasene $ 3,364.2 $ 868.
5.875% Senior Notes due 2000, net of unamortized discount
of §.1 (1999) and §$.2 (1998) . i v vveenvevrosesncnnnnoonsssnsons 149.9 149.
7.5% Senior Notes due 2002, net of unamortized discount
of $1.0 (1999) and $1.3 (1998) .. .veerrnerncanneennn 249.0 248.
6.75% Senior Notes due 2003, net of unamortized discount
Of $§.2 (1999 and 1998) ccivvvvereeecennnvssonsoesasosossesanse 349.8 349.
7.75% Senior Notes due 2005, net of unamortized discount
of $5.3 (1999) and $5.9 (1998) ¢ .t vvvreeeneereeenescacnenonnse 965.7 : 965.
7.625% Senior Debentures due 2016, net of unamortized
discount of $1.1 (1999) and $1.2 (1998) ccvvveveennecocnasanss 198.9 198,
8.25% Senior Debentures due 2022, net of unamortized
digcount of $2.5 (1999) and $2.6 (1998) . .vevvveeoncessnsscnces 247.5 247.
7.5% Senior Debentures due 2023, net of unamortized
discount of $.4 (1999) and $.5 (1998)......ccivvvvnennnnnncnns 149.6 *, 1489.
10.25% Senior Subordinated Notes due 2001......cc0000vseeccenss 35.3 36.
8.0% Merger Debentures due 2006, net of unamortized
discount of $44.1 (1998) ...cvveevrenrenroaccnscosnsonsonosncns - 475,
Other HOL@B.:cotvirersesscossssccossssorasssnsnssrssossssssesnse -- .
Obligations under capital leaBes.....cecvvvvevrvecnssrcnsnsanns 563.1 501,
. 6,273.0 4,190.
Less current POXtioN. v eeerevesrscesccossasccnscenonoossnssoses 131.2 377.
. ' - $ 6,141.8- ... . $ 3,813,

e Amm
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</TABLE>

At September 30, 1999, the Company's scheduled maturities of indebtedness
through December 31, 2003, assuming full utilization of the March 1997 Credit
Agreements, as amended, and the Blockbuster Credit Agreement are $22.0 million
(1999), $1.2 billion (2000), $1.8 billion (2001), $2.2 billion (2002) and $625.0
million (2003). The Company's maturities of long-term debt outstanding at
September 30, 1999, excluding capital leases, are $22.0 million (1999), $439.5
million (2000), $304.6 million (2001), $2.1 billion (2002) and $625.0 million
(2003) . The Company has classified certain short-term indebtedness as long-term
debt based upon its intent and ability to refinance such indebtedness on a long-

term basis.

‘On September 27, 1999, the Company amended covenants of the March 1997 Credit
‘Agreements, to allow for a potential split-off of Blockbuster Inc.
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T VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

On July 7, 1999, the Company redeemed the remaining 8% Merger Debentures
outstanding and recognized an extraordinary loss of $37.4 million, net of tax,
on the early redemption.

. On May 21, 1999, the Company amended the March 1997 Credit Agreements to, among
other things, provide for the Blockbuster Credit Agreement.

On May 6, 1999, the 364-day film financing credit agreement, guaranteed by
Viacom International Inc. and the Company, was paid in full and on May 7, 1999,
this credit agreement terminated.

The Company used proceeds received from Blockbuster as described below to
permanently reduce its commitments under the March 1997 Credit Agreements by
$1.139 billion. '

The March 1997 Viacom Credit Agreements, as amended, are comprised of (i) a $3.7
billion senior unsecured reducing revolver maturing July 1, 2002, (ii) a $600
million term loan maturing April 1, 2002 and (iii) a $100 willion term loan
maturing July 1, 2002. Of these amounts, $2.1 billion and $846.2 million were
outstanding as of September 30, 1999 and December 31, 1998, respectively.
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The interest rate on all loans made under the March 1997 Credit Agreements is
based on a spread over Citibank, N.A.'s base rate or the London Interbank
Offered Rate ("LIBOR"). The spread over such rate is based on the Company's
credit rating. At September 30, 1999, the LIBOR (upon which the Company's
borrowing rate was based) for borrowing periods of one month and two months were
5.4% and 5.47%, respectively. At December 31, 1998, LIBOR for borrowing periods
of one month and two months were each 5.09%.

Blockbuster Debt

On June 21, 1999, Blockbuster Inc. entered into a $1.9 billion unsecured credit
agreement (the "Blockbuster Credit Agreement") with a syndicate of banks. The
Blockbuster Credit Agreement is comprised of a $700 million revolver due July 1,
2004, a $600 million term loan due in quarterly installments beginning April 1,
2002 and ending July 1, 2004, and a $600 million revolver due June 19, 2000,
which was subsequently reduced with proceeds from the IPO as described below.
Interest rates are based on the prime rate or LIBOR at Blockbuster's option at
the time of borrowing. A varying commitment fee is charged on the unused amount
of the revolver.

The Blockbuster Credit Agreement contains covenants, which, among other things,
relate to the payment of dividends, repurchase of Blockbuster's common stock or
other distributions and also require compliance with financial covenants with
respect to a maximum leverage ratio and a minimum fixed charge ratio.

On June 23, 1999, Blockbuster Inc. borrowed $1.6 billion, comprised of $400
million borrowed under the long-term revolver, $600 million borrowed under the
term loan, and $600 million under the short-term revolver. The weighted average
interest rate at September 30, 1999 for these borrowings is 7.2%. The proceeds
of the borrowings were used to pay amounts owed to the
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) Yy
(Tabular dellars in millions, except per share amounts)

Company. Blockbuster has repaid $442.9 million of the short-term revolver
through proceeds from the IPO. These proceeds permanently reduced Blockbuster's
commitments under the Blockbuster Credit Agreement from $1.9 billion to
approximately $1.46 billion.

10) COMMITMENTS AND CONTINGENCIES

..The: commitments of the Company.for program license fees, which are not reflected
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in the balance sheet at September 30, 1999 and are estimated to aggregate §1.2
billion, principally reflect Showtime Networks Inc.'s ("SNI's") commitments of
$856.6 million for the acquisition of programming rights and the production of
original programming, and exclude intersegment commitments between the Networks
and Entertainment segments of $894¢.7 million. The estimate is based upon a
number of factors. A majority of such fees are payable over several years, as
part of normal programming expenditures of SNI. These commitments to acquire
programming rights are contingent upon delivery of motion pictures which are not
yet available for premium television exhibition and, in many cases, have not yet
been produced.

11) PROVISION FOR INCOME TAXES

The provision for income taxes represents federal, state and foreign income
taxes on earnings before income taxes. The estimated effective tax rates of
51.6% for 1999 and 59.7% for 1998 were both adversely affected by amortization
of intangibles in excess of the amounts deductible for tax purposes. Excluding
the non-deductible amortization of intangibles, the estimated effective tax
rates would have been 35.9% for 1999 and 38.1% for 1998.

Due to the unusual nature of the 1998 second quarter charge associated with the
change in accounting for rental tape amortization, the full income tax effect is
reflected in the second quarter 1998 tax provision, and is excluded from the
estimated annual effective rate.

12) OPERATING SEGMENTS

The following table sets forth the Company's financial performance by operating
segment. Prior period results have been reclassified to conform to the new
presentation. Intersegment revenues, recorded at fair market value, of the
Entertainment segment were $69.1 million and $177.5 million for the three and
nine wonths ended September 30, 1999 and $54.0 million and $110.0 million for
the three and nine months ended September 30, 1998, respectively. All other
intersegment revenues were immaterial for each of the periods presented.

-14-
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
»

<TABLE>
<CAPTION>

‘- . et T e . .. Three months ended . -Nine months. .ended
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September 30,

1999 1998
<S> <C> <C>
Revenues:

NetWOLKE. ..ot iivneneerevnnnoesasoenncannses § 1752.6 $ 656.7
Entertainment. . coooereeeererereoenccennness 1,170.7 1,315.6
ViQ€0. s it ieennnreenssoneosssesooneconnsss 1,112.8 985.5
2 3 207.0 227.5
T I R - 162.2 156.7

Online. . oseiveveesennoroesnssnnaocnssessans 6.6 3.3

Intercompany eliminationg............cc.... (79.9) (56.5)
TOtAl XeVENUER .. vereernrneannseonncnoses $3,332.0 $3,288.8
Lt 1 ¢t §-1 1 § L 2 2 1 1 &t 11 ]
EBITDA:
NetWOIKB. .. i ivivieereeennnonnnsonnssasenns $ 285.1 $ 234.2
Entertainment....vceeveeeenerencocencesonns 95.7 214.7
video'...lll‘:"‘..."..!l....‘l.."l..l.l.l'. 129.9 104'3
<2 B 3 67.5 72.8
PUblishing....coiieincrnnnnrnerenaneennnnns 22.0 21.4
online.'I...'Q'..ll.......l'....'.'....‘..i (15.5) l4
Total segment EBITDA....ecoecevnrenrnnns 584.7 647.8
Reconciliation to operating income:
Corporate/Eliminations.......cooveevvennvene (44.8) (48.0)
Depreciation and amortization.......eeeev.. (218.7) (192.5)
Total operating income..........ce0euese $§ 321.2 $ 407.3
BRSNS SEE 3R 3 35 25 2% 1R 28 A%
</TABLE>
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
13) CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

Viacom International Inc. ("Viacom International') is a wholly owrded subsidiary

September 30,

$2,120.8
3,288.2
3,267.5
365.9
430.7
16.5
(203.2)

$9,286.4

mweweome=

$1,798.7
3,477.6
2,806.7
391.5
387.6
8.0
(116.4)
$8,753.7

$ 559.6
542.0
(87.7)

98.2
35.4

(121.7)
(571.2)
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of the Company. The Company has fully and unconditionally guaranteed Viacom
International debt securities. The Company has determined that separate
financial statements and other disclosures concerning Viacom International are
not material to investors. The following condensed consolidating financial
statements present the results of operations, financial position and cash flows
of the Company, Viacom International (in each case, carrying investments in Non-
Guarantor Affiliates under the equity wethod), the direct and indirect Non-
Guarantor Affiliates of the Company, and the eliminations necessary to arrive at
the information for the Company on a consolidated basis. Certain prior-year
equity eliminations have been reclassified to conform with the current period

presentation.
<TABLE>
<CAPTION>
: Three Months Ended September 30, 1999
Non- Via
Viacom Viacom Guarantor I
Inc. International Affiliates Eliminations Comnso
<8> T~ <C> <C> <C> <C> <C>
Revenues.......... creserensnrenssenns ceveeseans $ 7.8 $ 538.1 $ 2,890.0 $ (103.9) $
Expenses:
Operating...oeeecsecscsasnnns Ceteseecenenaanns 7.5 175.7 2,033.9 (97.8)
Selling, general and administratxve.. cesencen .3 170.8 431.4 -—-
Restmcturing Charge......-...-.'--.---.-....' - - 70.3 --
Depreciation and amortization.......ceeevevves .9 24.0 193.8 --

Total exXpenses....coseeesesesssssncassnn 8.7 370.5 2,729.4 (97.8)
Operating income (loss)...... cevesessaavasasans (.9) 167.6 160.6 (6.1)
Other income (expense): .

Interest eXPEnde......cvoeeassanses teeenoons (91.0) (149.9) (39.5§. 162.1
Interest iNCOME. .vvvevieatortososscnssnrenss .2 162.8 6.9 (162.1)
Other itemﬁ, net--..................... ----- (5.1) (401) 6'8 -
Earnings (loss) from continuing operations )
before income taxes.....cvevvevvvns ceesssesaan (96.8) 176.4 134.8 {(6.1)
’ Benefit (provision) for income taxeg.......... 39.7 (72.4) (60.5) --
Equity in earnings (loss) of affiliated
companies, net of taX...ccoeeveccecccnnans 168.0 63.3 (9.0) (226.1)
". e .Minority interest.....,.,..‘.-...‘......J'..._,.......... - T e .7 (1.1) - L
EXHIBIT D
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Net earnings before extraordinary loss......... 110.9 168.0 64.2 (232.2)
Extraordinary 1oss, net of taX....cecvveeeerens (14.2) -- -- --
Net earnings. . cveiiiieeieceercresesoceasocenss $ 96.7 $ 168.0 $ 64.2 $  (232.2) $
L 2 -2 % 2§11 % § E 2 2 t 1 2§ ¥ 23 L t t t F 1§ % & WEEIMNNLSS -
</TABLE>
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
Nine Months Ended September 30, 1999
~ Non- Viaco
Viacom Viacom Guarantor Inc.
Inc. International Affiliates Eliminations Consolid
<S> 4 <C> <C> <C> <C> <C>»
REVENUBH . ¢ s ¢t vvvrerronsrersacosneosoanssnsssnsasassss $ 27.1 § 1,475.8 $§ 8,004.4 $ (220.9) $ 9,2
Expenses:
OPErAting. . v v rvvereetetencenneeeossonsnsaanssness 26.0 482.6 $,713.1 (214.8) 6,0
Selling, general and administrative............. 1.5 , 529.2 1,181.7 -- 1,7
Reastructuring charge.....cvoevteeenceernnecnnees -~ -~ 70.3 .-
Depreciation and amortization.........ccvevevvese 2.7 68.0 545.1 -~ 6
Total EXPENBEB . ver o cctovencenssnnseasasnasa 30.2 1,079.8 7.510.2 (214.8) 8,4
............................... cepeememenee  cmcccea-
Operating income (lo8B).....vovivirrnivennnnnnnnnnn (3.1) 396.0 494.2 (6.1) 8
Other income (expense):
Interest eXpPeNBE...covvereertsscnccnnssannsannsse (277.9) (448.1) (126.6) 525.2 (3
Interest INCOME. . cvvvrevrrevaccencosnncnnnsanas 9.7 5§11.2 20.8 (525.2)
Other item, net..--.....--..................... (15-6) 09 17-6 -

Barnings (loss) from continuing operations .
befote‘ income taxeﬂ----.--w.....-...»..-'.-...:. R (286-9) . 460-0 406.0 (6‘1) . : S

MANA .99 N e
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Benefit (provision) for income taxes....,....... 117.s6 (188.6) (224.6) -- (2
Equity in earnings (loss) of affiliated
companies, Net Of LaX...v.cvececeenveorrocnenss 407.6 135.8 (52.8) (528.7) {

Minority interest.................-.............‘ - - -7 (1.4) --

Net earnings before extraordinary loss............ 238.3 407.9 127.2 (534.8) 2

Extraordinary loss, net of taX....coeveceecnnons (37.4) (.3) -- -- (
Net €arnings......ocvveeenveesvsnscnrescacoossnsas 200.9 407.6 127.2 (534.8) 2

Cumulative convertible preferred

8tock dividend requirement.......ovvvvevnvnne (.4) -- ~- --

Premium on repurchase of preferred stock........ (12.0) .- - -- (
Net earnings attributable to common stock......... $ 188.5 § 407.6 § 127.2  § (534.8) § 1
: L+ 1 1t ¢t & F ! ] BENSBEERSRSSEE t + 1 2 &t £ 1 1 1 1] BERMNEIEIIZEREN t 1t 1 &t 1 & 3 §
</TABLE>
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T~ VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
Three Months Ended September 30, 1998
Non- Viacom
Viacom Viacom Guarantor Inc.
Inc. International Affiliates Eliminations Consolida
<S> <C> <C> <C> <C> <C>
ReVENUEEB. . . cvvreeeecersesntsrseconsvonssossossecans $ 7.6 $ 458.4 $2,825.9 W § (3.1) $3,28
ExXpenses: '

Operating. . .ccorevsrrssvssssrososcssosennncocennsss 5.9 121.9 2,020.7 (3.1) 2,14

Selling, general and administrative............. .3 172.5 370.8 -~ 54

Depreciation and amortization.......eceeveeevnn. .3 21.7 170.5 -- 19

TOLAl @XPeNBeH . costttecassvarrssennnencnons 6.5 316.1 2,562.0 (3.1) 2,88
Opel‘ating income (1088) L I R R T T S S N T NI 1.1 142.3 . 263.9 e e - 40
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Other income (expense):

Interest expense...... vcvevveeeennn ceenanvasans (138.4) (156.6) (22.3) 157.0 (16
Interest income...... teceiererrerrsasaesesannaes 5.3 148.9 4.7 (157.0)
Other itemsB, DEL....civeerrrrrorossecoccncecnns . (6.0) (1.7) (1.8) .- (
Earninge (loss) from continuing operations
before income taxes......cvvetvveccrnnnnnannnn . (138.0) 132.9 244.5 -- 23
Benefit (provision) for income taxes............ 56.6 (54.5) (152.7) -- (15
Equity in earnings (loss) of affiliated .
companies, net of taX.sveeeievonvcccnnn veens 219.8 (1.4) (6.2) (215.1) (
Minority interest....... veeresrensns creencaaaans -- (.1) .6 -
Earnings (loss) from continuing operations........ 138.4 76.9 86.2 (215.1) 8
Discontinued operations:
Earnings from discontinued operations........... -- -- 67.9 -- 6
Gain (loss) on dispositions.........c.vcvvun. . - 142.9 (158.8) -- (1
Net earnings (loss)..... e eeeienetsrre e enna 138.4 219.8 (4.7) (215.1) 13
Cumulative convertible preferred
stock dividend requirement................... (15.0) -- -- - (1
Net earnings (loss) attributable to
common stock..... v resaasateeenenane vesens $ 123.4 $ 219.8 $ (4.7) $(215.1) $ 12
BERREZS Lt £ 1 2 &3 3 5 56 S 3 38 32 38 28 3335 35 35 28 28 2 L 2 3 31§
</TABLE>
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)

<TABLE>
<CAPTION>
Nine Months Ended September 30, 1998
Non- Via
Viacom Viacom Guarantor . In
Inc. International Affiliates Eliminations Consol
<S> <C> <C>» <C>» <C> <C>
Revenueeo...--......-......' L I A T B S TP N B AR R N I A ) ®e s e e $-' " 2.802 ‘$‘-.—'¢ 1'196-3 $ '71545‘1 Elad $ . (15¢-9) $ B
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Expenses:
Operating.....eoveveeven ..

Selling, general and adm;niatrative.....
Depreciation and amortizationm.....

Total expenses...... cesens

Operating incowme.......... cesans

Other income (expense):

Interest expensBe......cceesssvsoes
Interest income...... ceves
Qther items, net....... veeeeeane

Earnings (loss) from continuing operations
before income taxes....ccccccetevnes
Benefit (provision) for income taxes
Equity in earnings (loss) of affiliated

companies, net of tax...
Minority interest..........

Loss from continuing operations......

Discontinued operations:

Barnings from discontinued operations........
Gain (loss) on dispositions....

Net earnings (loss)...

Cumulative convertible preferred
stock dividend requirewment.....

Net earnings (loss) attributable to
common 8toCK....oeeee veeseas

</TABLE>
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5,866.4
1,023.1
506.3

101.5
(138.4)

(31.4)

- - -
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<TABLE>
<CAPTION>
September 30, 1999
Non-
Viacom Viacom Guarantor Viaco
Inc. International Affiliates Eliminations Conso
<S> <C>» <C> <C> <C> <C>
Assets
Current Assets:
Cash and cash equivalents......ocoevveveccses 34.0 $ 479.8 $ 160.4 $ . -- $
Receivables, NEL....cveverscsscsccsnscnsvnanne 6.9 366.1 1,398.0 (94.1)
INVeNLOXY . .ccooseosssessvnasossessscanannancs 13.4 166.1 1,618.6 --
Other current agBetB..csesverssrossscssanaoss 1.5 165.0 666.3 --

Total current asSBetB.....ccctovsoosvavas 55.8 1,177.0 3,843.3 (94.1)

Property and equipment, at cost..........cc00vi0nn 14.2 652.0 4,430.5 --
Less accumulated depreciatioR......cec.cceenn 4.0 224.5 1,552.5 --

Net property and equipment.........ce..... 10.2 427.5 2,878.0 .-
INVeNtOLY .. coccecervossrssrsssessesssossssoascastasss -- 464.6 2,447.0 --
Intangibles, at amortized cost......cocvecevcennnn 107.1 517.5 10,799.5 -- 1
Investments in consolidated subsidiaries.......... 6,635.4 14,928.1 -- (21,563.5)

OthEY ABBEEB .+ :octcecossssrvsssvassssessnascnsssssss (358.8) 168.1 1,960.3 {(134.8)
$ 6,449.7 $ 17,682.8 $ 21,928.1 $(21,792.4) $ 2
SETSM IS 208 NS N 53 08 A5 20 DS AN 2 38 A5 28 45 WS S 35 38 38 35 35 A8 MR b 121 2 ¢t ¢ 3 3 ¢ J . 1 ]

Liabilities and Shareholders' Equity
Current Liabilities:
Accounts payable.....cocveercccassnraresnasns $ -- 5 58.1 $ 476.3 $ (47.0) $

Accrued compensation.....cciciiiiiiiiiiiioann -- 121.9 250.6 --
Participants' share, residuals and ’

royalties payable.......ceeceivenionnns -~ .- 1,079.6 --

Income taxX Payable.....coveeeosooccocossssnns (26.0) 930.8 (156.2) (536.2)

Current portion of long-term debt............ .- 22.5 108.7 --

Accrued expenses and other.......cccceveevons (343.6) 529.8 1,828.6 (112.6)

" Total current liabilities..........cccvvee (369.6) 1,663.1 3,587.6 (695.8)
K - .Long-tem tht’."'.i.t'..‘..o-‘ e st e s e e a0 seas e s 3[55905 - - 1,036-’3. -t '1[546.0 v et
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N

Other liabilities....cciiveiinneeenecenenennns eeen (11,782.0) 2,101.8 8,540.7 4,162.6
Shareholders' equity: o
preferredStQCk.........-.......----......... -- 104.1 20.4 (124.5)
Common StOCK. ctevtsteesssasnossssccssscnoeses 7.5 185.7 525.8 (711.5)
Additional paid-in capital......cceveeevennn. 10,260.0 7,332.1 7,742.0 (15,074.1) 1
Retained earningB.....ccovvevenncrscnonsnnans 6,206.0 5,229.4 28.4 (9,349.1)
Accumulated other comprehensive
income (loBs).......cvvvvveneeene et neeese -- 30.3 (62.8) --
16,473.5 12,881.6 8,253.8 {25,259.2) 1
Less treasury stock, at CoSt...vvievenncrrssranss 1,431.7 - -- -—
Total shareholders' equity.....cvveevvenecns 15,041.8 12,881.6 8,253.8 (25,259.2) 1
$ 6,449.7 $ 17,682.8 $ 21,928.1 $(21,792.4) $ 2
SN N NRERS BEBEBRBREN k2t 2 2 1 1 3 3 ] L 1 2 2.2 2 2 2.} 3 1 1 ]
</TABLE>
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VIACOM INC. AND SUBSIDIARIES ‘
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>»
<CAPTION>
December 31, 1998
Non-
Viacom Viacom Guarantor Viaco
Inc. International Affiliates Eliminations Consol
<S> <C> <C> <C> +gC> <C>
Assets
Current Assets:
Cash and CaSh equiva.lenta..................-. s 406'4 $ 189.5 s 171-4 -- $
Recelvables, NeC......cccvvveronscrssccosssenes 9.5 319.5 1,458.0 (27.9) 1
InventorY..............----.......-.-.-.'--.. 1105 131.9 1,66201 - 1
Othel’.‘ Current aBBBtB..--.............-..-.... 09 160.9 570.8 - -
Total current asBetB...ccocevecrscovcrssacse 428.3 801.8 3,862.3 (27.9) 5
Property and equipment...ccceeccerescsssencesannes. .l 13.6 602.3 3,921.1 -- 4
EXHIBIT D
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Less accumulated depreciation..... eeereaeiae 3.0
Net property and equipment.......c.eveeen. 10.6
INVeNtOrY . e ceietsteesosnsrsrssssresenstsonsns oo --
Intangibles, at amortized cost.......veeevenrcenss 109.4
Investments in consolidated subsidiaries.......... 5,796.0
Other asS@LB. ...ttt esrsssrsssssscrvrnsanasances 83.4
$ 6,427.7
Liabilities and Shareholders' Equity
Current Liabilities:
Accounts payable......cc ittt iircaanenns $ --
Accrued compensation......ccocveerinceiiiiann --
Participants' share, residuals and
royalties payable......ccoieoveenecsnnenee --
Income tax payable.....c.civrvvssorscnnsaansss --
Current portion of long-term debt............ 282.4
Accrued-expenses and other........c.cc0vvevens 612.7
Total current liabilities.............. ., 895.1
Long-term debt..... cteteestseaesserare s ens oo 2,214.6
Other liabilities.....covvvevsrvooncsscscccasacsnse (12,834.8)
Shareholders' equity:
Preferred StOCK. ... .cccteeesosescsasosnscsnnns 600.0

COmMON SEOCK. . cceeteteescosasnsnssnssnovasnssscs 7.3

Additional paid-in capital.......ccoiveeannns 10,519.6

Retained earnings....vcovveeeercacecncvronane 6,024.1
Accumulated other comprehenaive

income (lo8B)....ccorescercsrosssscaarannse --

17,151.0

Less treasury stock, at cost.....cco0veveeccne 998.2

Total shareholders' equity...cccoeeeeceess 16,152.8

' $ 6,427.7

R R IR AN I 0N IR S 28
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400.1
530.9
15,701.9
1,541.4

$ 19,389.8

$ 68.0
l44.4

1,257.5
13.5

$ 19,389.8

2,070.7
10,917.0

$ 21,300.5

$ 474 .4
265.9

1,227.5
(139.7)

81.3

1,351.5

- - -

8,482.6

$ 21,300.5

-- 1

-- 3

-- 2

-- 11
(21,497.9)

(1,979.1) 1

$(23,504.9) $ 23

BESRRNTENNEE L .2 § J

$ (43.2) $

-- 1
(591.3)
(35.9) 2
(670.4) 5
-- 3
2,485.5 2
(124.5)
(2,214.0)
(14,167.2) 10
(8,814.3) 1
Ny -
(25,320.0) 13
(25,320.0) 12
$(23,504.9) $ 23
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VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION> :
Nine Months Ended September 30, 1999
Non-
Viacom Viacom Guarantor Viaco
Inc. International Affiliates Eliminations Consol
<S> <C> <C> <C> <C> <C>
Net cash flow from operating activities.............. § 384.3 $ (361.0) $ (311.6) $ -- $
Investing Activities:
Capital expenditures.........cocevnevnerosnnnsns -- (71.8) (431.8) --
Acquigitions, net of cash acquired.............. (180.2) -- (129.3) --
Investments in and advances to
affiliated companies........ et esiteesetnanne -- (19.9) (86.9) -
Purchases of short-term investments............. -- (280.2) -- -~
Proceeds from sales of short-term investments... -- 342.1 -- --
Other, net..... Ceeeseereteerasrasetasacase s a -- -- 1.9 --
Net cash flow from investing activities.............. (180.2) (29.8) (646.1) --
Financing Activities:
Borrowings from banks, net..........cciviiieeaan 1,297.0 .- 1,197.2 °, -- 2
Repayment of notes and debentures............... (1,073.8) (1.5) -- -- (1
Repurchase of Preferred Stock and dividend
PAYMENES. .t vvcesreeersosnvonsoccnsvssorsosasasana (619.8) - -- --
Purchase of treasury stock and warrants......... (478.8) -- -- --
Payment of capital lease obligations............ -- (22.6) (48.7) --
Increase (decrease) in intercompany
PAYADLEB. .o vvvvveceocsstssasnnncnsansarnonans (72.7) 705.2 (632.5) --
Net proceeds from issuance of subsidiary
BEOCK. . ccvnverersosncsscosossssesosscssveonnca - -- 430.7 --

.. ..Proceeds from exercise of stock options
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and WarrantB...ccocrearecnnoasccsonas Cessenne 371.5 -- -- --
other’ net..o-.... ooooo L I N I R A A A A A N N N ] “eoe tl - - .-
Net cash flow from financing activities.............. (576.5) 681.1 946.7 -- 1
Net increase (decrease) in cash and
' cash equivalents........ccecvevven cresecnnn (372.4) 290.3 (11.0) --
Cash and cash equivalents at beginning )
of period........... ceensae Ceeeresesseasaanna 406.4 189.5 171.4 -
Cash and cash equivalents at end of period........... 34.0 $ 479.8 $ 160.4 $ -- $
MENEEEREREN REIABENER HEEMMARER®N AEEENHEEE E. 3.2 3
</TABLE>
.22~
<PAGE>
VIACOM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(tabular dollars in millions, except per share amounts)
<TABLE>
<CAPTION>
Nine Months Ended September 30, 1998
Non- .
Viacom Viacom Guarantor viac
Inc. International Affiliates Eliminations Conso
<S> <C> <C> <C> <C> <C>
Net cash flow from operating activities $ (101.8) $ (805.1) $1,127.9 $ --
Investing Activities: ‘Y
Capital expenditures...........c.ci00euees ceeseaans -- (84.7) (332.5) --
Acquisitions, net of cash acquired............. ces (12.0) -- (91.9): -
Investments in and advances to '
affiliated companies...... cesisenne veesserane -- (1.0) (65.5) --
Purchases of short-term investments............... -- (68.8) - --
Proceeds from sales of short-term investments..... -—- 74.5 -- --
Proceeds from dispositions.......... Ceseseseserens -- 19.2 122.5 --
Other, net........-.-.....-...................---- - (9-7) (6.0) -
Net cash flow. from investing activities................ (12.0) (70.5) (373.4) - =
EXHIBIT D
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Financing Activities:
Borrowings from banks, net.....
Repayment of notes and debentures
Preferred Stock dividend payments...
Purchase of treasury stock & warrants
Payment of capital lease obligatioms.......
Increase (decrease) in intercompany
payables,
Proceeds from exercis
and warrants...
Other, net.

Net cash flow from financing activities
Net increase (decrease) in cash

and cash equivalents..........

Cash and cash equivalents at beginning

of period.......cvn.

Cash equivalents at end of period......

</TABLE>

<PAGE>

Item 2.

1,172.1
(150.0)
(45.0)
(312.2)

(698.8)
156.5

--------

http:l/www.sec.golerchivesledgar/dauls13828/0000940180-99-001400.txt

(109.0)
(250.0)

(20.6)

1,322.3

--- e -

$ 158.6

Management's Discussion and Analysis of Results of Operations and
Financial Condition.

Management's discussion and analysis of the combined results of operations and

financial condition should be read in conjunction with the Consolidated
Financial Statements and related Notes.

The following tables set forth revenues and operating income by business

segment, for the three months and nine months ended September 30, 1999 and 1998.
Results for the periods presented exclude contributions from the Company's
educational, professional and reference publishing businesses ("Non-Consumer
Publishing”) and music retail stores ("Music") which were sold on November 27,
1998 and October 26, 1998, respectively. (See Note 7 of Notes to Consolidated

Financial Statements).

<TABLE>..

L

(145.5)

(34.7)

(623.5)

$ 145.4

--------

EXHIBIT D
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<CAPTION>

<S>
Revenues:

NetworKkB. coovrveoavosssonses

s e s e e e

Entertainment...ccoceeeeecccsccsenencnns

Video......
PArKS..cocenconsonss

DI I I S B B B B RN B B

Publishing...coovvecrccorssanescsescescee

Online.......

Se s es et s E Ve e

Intercompany eliminations...........cc.n.

Total...

Operating income (loss): /(a)/

e P e P BB S EIRPCEIOEELIECEET BRI OEPTOEO RS

NeWOLKB . oo cososevsssossnssnasascsasenvos

Entertainment....ccocvvveececccssesvonns
video......

e st e s v e s v T e

PAYKS . s ceovoessvsscstssnssssssasssscsonsns

Publishing....
Online.....

s e e e e s e

T NI A SR B B A B R B A

s e e re 0 s v e s e s s

. Segment Total...cevvvercrccenosones
Corporate/Eliminations......ccecvevvenes

TOLAL. evevevecevsssnessossassssssnssss

</TABLE>

NM - Not meaningful

Three months ended
September 30,

1999 1998
(In millions)
<C> <C>
8 752.6 $ 656.7
1,170.7 1,315.6
1,112.8 985.5
207.0 227.5
162.2 156.7
6.6 - 3.3
(79.9) (56.5)
$ 3,332.0 $ 3,288.8
mMEREREXNEN EENENEREEN
$ 255.0 s 206.6
31.0 167.1
29.9 9.9
54.3 60.0
16.8 17.1
(16.2) .4
370.8 461.1
(49.6) (53.8)
$ 321.2 $ 407.3
RBENESEEEE BENINERERER

Percent
B/ (W)

<C»>

(a) Operating income (loss) is defined as net earnings (loss) before
extraordinary loss (net of tax), discontinued operations (net of tax),
minority interest, equity in loass of affiliated companies (net of tax),
provision for income taxes, other items (net), interest expense and interest

income,

-24-

15%
(11)

13

(9)

100
(41)

23%
(81)
202
(10)

(2)

(20)

(21)

http://www.sec.golerchives/edgar/dauIsl3828/0000940180-99-001400.txt

Nine months ended
September 30,

1999 1998
{(In millions)
<C> <C>»
$ 2,120.8 $§ 1,798.7
3,288.2 3,477.6
3,267.5 2,806.7
365.9 391.5
430.7 387.6
16.5 8.0
(203.2) {(116.4)
$ 9,286.4 $ 8,753.7
E 2 2 F 2 2 8 0 1 ) FE 1 3 1 3 2 & ¢ J
$ 617.8 $ 480.8
258.8 401.6
87.7 (371.1)
53.7 59.5
30.5 22.5
(23.2) .7
1,025.3 594.0
(144.3) (138.7)
$ 881.0 $ 455.3
3 2 E 2 8 2 1 1 ] EENENESRERN

Percent
B/ (W)

<C>

18%
(s)
16
(7)
11
106
(75)

28%
(36)

(10)
36
73
(4)

93
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VIACOM SUMMARY
HISTORICAL FINANCIAL DATA

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)
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Viacom Summary Historical Financial Data
The summary consolidated financial data presented below have been derived from, and should be read
together with, Viacom's audited consolidated financial statements and the accompanying notes included in
Viacom’s annual report on Form 10-K for the year ended December 31, 1998 and the unaudited interim
consolidated financial statements and the accompanying notes included in Viacom's quarterly report on Form
10-Q for the quarterly period ended September 30, 1999, both of which are incorporated by reference into this
joint proxy statement/prospectus. The historical financial data presented below include the results of Paramount
Communications Inc. after its acquisition by Viacom on March 11, 1994 and the results of Blockbuster
Entertainment Corporation after its acquisition by Viacom on September 29, 1994.
Statement of Operations Data
(in millions, except per share amounts)
Nine Months Ended
September 30, Year Ended December 31,
1999 1998 1998 1997 1996 1995 1994
(Unaudited)

Revenues..........coicueuernnnnnes $9,286 $8,754 $12,096 $10,685 $9.684 $8,700 $4,486
Operating income . ........covveuenenn $ 881 % 455 $ 752 $§ 685 $1,197 $1247 $ 354
Earnings (loss) from continuing ‘

OPErations ............ceevmucnen- $ 239 $(133) $ (498 374 $ 152 § 8 $ 19
Net earnings {loss) .............ccu... $ 201 $(141) $ (122) $ 794 $1,248 §$ 223 §$ 90
Net earnings (Joss) attributable to common

stock ... $ 189 $(186) $ (1500 $ 734 $1,188 $ 163 $ 15
Eamings (loss) per common share:

Basic:
Earmings (loss) from continuing
OPCTatioNS . .o covevnenaransans $ 33 $(25 % (10)$ 44 $ 13 8 4 S (19
Net earnings (loss) ............... $ 27 $(26)% (21D % 104 $163 § 22 § 4
Diluted:
Earnings (loss) from continuing
Operations .. ..........cccevenn. $ 32 $(25 8% (1008 4 s 13 $ 04 § (13
Net eamings (loss) ............... $ 27 $(26)% (21)% 104 $162 $ 22 § 03
Balance Sheet Data
(in millions)
Asof As of December 31,
September 30, 1999 1998 1997 1996 1995 1994
(Unaudited)
Totalassets .........co00vueunens $24,268 $23,613 $28289 $28,834 $28991 $28274
Total long-term debt, net of current

POrtiON . . . vii it $ 6,142 $ 3813 § 7423 $ 9856 $10,712 $10402

Shareholders® equity............... $10918 $12,050 $13,384 $12,587 $12,094 $11,792
" EXHIBIT E1
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CBS SUMMARY HISTORICAL FINANCIAL DATA
(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT E2



CBS Summary Historical Financial Data

The selected consolidated historical financial data presented below have been derived from, and should be
read together with, the CBS audited consolidated financial statements and the accompanying notes included in
CBS’ Annual Report on Form 10-K for the year ended December 31, 1998 and the unaudited interim
consolidated financial statements and the accompanying notes included in CBS’ quarterly report on Form 10-Q
for the nine months ended September 30, 1999, which are incorporated by reference in this joint proxy
statement/ prospectus. The historical financial data presented below include the results of CBS Radio Inc.,
formerly American Radio Systems Corporation, after its acquisition by CBS on June 4, 1998, the results of The
Nashville Network and Country Music Television, Gaylord Entertainment Company’s two major cable
networks, after their acquisition by CBS on September 30, 1997, the results of Infinity Media Corporation,
formerly known as Infinity Broadcasting Corporation, afier its acquisition by CBS on December 31, 1996 and
the results of CBS Inc. after its acquisition by CBS, formerly Westinghouse Electric Corporation, on
November 24, 1995.

Statement of Operations Data
(in millions, except per share amounts)
Nine Months
Ended September 30, Year Ended December 31,
1999 1998 1998 1997 1996 1995 1994
(Unaudited)
REVEOUES . .. .ovviieiierenenrunennnnnns $5,154 $5,014 $6.805 $5.367 $4,143 $1,074 $744
Operating profit .......cccoveviennnennns 658 365 482 253 54 160 151
INterest EXPense .o ovvvverenecrnceransens (143) (272) (370) (386) (401) (184) (20)
Income (loss) from Continuing Operations
before income taxes, minority interest and
equity losses of unconsolidated affiliated
COMPANIES +vvvvrreennnenronnncsasnns 519 122 155 (59) (292) 128 ()]
Income tax (expense) benefit. .............. (302) (134)- (161) (73) 71 as) 1
Income (loss) from Continuing Operations .... 138 (15) (12) Q31 @21 47 (10)
Income (loss) from Discontinued Operations . . . 396 — — 680 409 (57) 58
Extraordinary item, net of income taxes....... 5) (5) ) —_ “93) — —
Netincome (JOS5) . o v oo v venvnnnceennansas 529 (20) 21 549 95 (10) 48
Basic earnings (loss) per common share:
Continuing Operations ................. $ 20 $ (02) $ (02) $ (24) $ (67) $ (09) $(27)
Discontinued Operations .. .......... eees 57 — — 1.08 1.02 (.16) .16
Extraordinaryjtem ........cc0hninennn (O 01y (01 — (23) — -
Basic earnings (loss) per common share . ..... $ .76 $(03)$(03) S 84 $ .12 $ (25 $(11)
Diluted earnings (loss) per common share:
Continuing Operations ..........coenus- $ 19 $(02) 5 (02) $ (29) $ (67) $ (09 $(27)
~  Discontinued Operations . . . ............. .56 — — 1.08 1.02 (16) .16
Extraordinary ftem ..........coooonnnns (O (O (o) _— (23 _ — —
Diluted eamings (loss) per common share .. ... $ 74 $(03) $(03)S 84 § .12 § (25) $CI1D)
Dividends per common share .............. $— $ 05% 058 208 .20 § .20 $.20
12 EXHIBIT E2
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I.
Balance Sheet Data
(in millions)
.sqt:g;w' As of December 31,
1999 1998 1997 1996 1995 1994
(Unaudited)
Tota! assets—Continuing Operations ......  $20,723  $20,139 $16,503 $15406 $10,391 § 2,524
Total assets—Discontinued Operations. . .. . 811 1919 4,101 5710 8,157 9273
Total @Ssets .......covvvvernccasnans $21,534  $22,058 $20,604 $21,116 $18,548 $11,797
Long-term debt—Continuing Operations ... $ 2346 § 2,506 §$ 3,236 § 5,147 § 7,222 § 1,865
Long-term debt—Discontinued Operations . . 407 382 440 419 161 589
Total long-termdebt . ................ $2753 $2888 $ 3676 $5566 $ 7,383 $ 2454
Total debt—Continuing Operations ....... $2352 $2665 $ 3387 $5635 $ 7840 $ 247
Total debt—Discontinued Operations . .. ... 418 428 543 439 528 1,266
Totaldebt ..............c.cvinunnn $2770 $3093 $3930 $6074 $ 8368 $ 3,737
Shareholders’equity ................. $9630 $9054 $808 $ 5731 $ 1453 $ 1,789
13 EXHIBIT E2




SUMMARY UNAUDITED VIACOM/CBS PRO FORMA COMBINED FINANCIAL
INFORMATION

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT E3



Summary Unaudited Viacom/CBS Pro Forma Combined Financial Information

The following summary unaudited pro forma combined financial information is derived from and should
be read together with the information provided in the section, “Unaudited Viacom/CBS Pro Forma Combined
Condensed Financial Information” and the notes thereto. The summary unaudited pro forma combined financial
information is based upon the historical financial statements of Viacom, adjusted for the initial public offering
of Blockbuster and other related transactions, and the historical financial statements of CBS, adjusted for the
acquisitions of American Radio and King World and the pending acquisition of Outdoor $ystems, Inc. The
acquisition of King World by CBS was completed on November 15, 1999. The unaudited pro forma combined
condensed statement of operations data for the nine months ended September 30, 1999 and the year ended
December 31, 1998 is presented as if the merger of Viacom and CBS and all other aforementioned transactions
had occurred on January 1, 1998. The unaudited pro forma combined balance sheet data at September 30, 1999
is presented as if the merger of Viacom and CBS and all other aforementioned transactions had occurred on
September 30, 1999.

The summary unaudited pro forma combined financial data is for illustrative purposes only and does not
necessarily indicate the operating results or financial position that would have been achieved had the merger of
Viacom and CBS and all other aforementioned transactions been completed as of the dates indicated or of the
results that may be obtained in the future. In addition, the data does not reflect synergies that might be achieved
from combining these operations.

Unaudited Pro Forma Combined Statement of Operations Data
(in millions, except per share amounts)

Nine Months
Ended Year Ended
September 30,1999 December 31, 1998
REVEOUES. . vt veieeivecnscnscneoransaonnsnesnnanvonnnans $15,583 $20,457
Operating income .. ...ovvvninnneernnnennaneenneeananenses $ 117 $ 695
Earnings (loss) from continuing operations before income taxes......... - 8§ 5% $ (369)
Loss from continuing Operations . . .. .. ccvveviceersnaenreareannnnnn $ (200) $ (776)
Net loss from continuing operations attributable to common stock . ...... $ (213) $ (803)
Basic and diluted loss from continuing operations per share............ $ (14 $ (53
Weighted average shares outstanding:
22 e . 1,507 1,521
Diluted ....ovtiiiii it ittt a e 1,507 1,521
Unaudited Pro Forma Combined Balance Sheet Data
(in millions)
At September 30, 1999
TOLAl @SSELS .. vvvvvenucnnocnnonassacsonsonsesssanssussasnnsssnssnsass $78,871
Total long-term debt, net of CUmEnt Portion ... ocevvernrnnteerrenrnascenceneens $10,686
Shareholders’ equity ... ..o vveverireerierrenenrnseeenconanassanssssnnns $47.895

14 EXHIBIT E3
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UNAUDITED VIACOM/CBS PRO FORMA COMBINED CONDENSED FINANCIAL
INFORMATION

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT F1



UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION
Unaudited Viacom/CBS Pro Forma Combined Condensed Financia! Information

General

-The merger will be accounted for by the purchase method of accounting. Consideration provided by
Viacom in this merger includes: approximately $36.7 billion through the issuance of approximately 812 million
shares of Viacom non-voting Class B common stock plus, approximately $833 million of cash consideration,
net of approximately $556 million of deferred taxes, for the assumed settlement of a portion of the historical
CBS stock options and the assumption of approximately $200 million of CBS stock options by Viacom, both of
which were granted prior to the date of the merger agreement, and approximately $4.1 billion for the
assumption of debt. This consideration will be allocated to the tangible and identifiable intangible assets
acquired and liabilities assumed according to their respective fair values, with the excess purchase
consideration being allocated to goodwill. The merger is contingent upon, among other things, regulatory and
Viacom and CBS shareholder approval.

The following unaudited pro forma combined condensed balance sheet as of September 30, 1999, is
presented as if the merger and other CBS transactions described in the notes to the unaudited Viacom/CBS and
CBS/King World pro forma combined condensed financial statements had occurred on September 30, 1999.
The unaudited pro forma combined condensed statements of operations for the nine months ended
September 30, 1999, and for the year ended December 31, 1998, are presented as if the merger and the other
Viacom and other CBS transactions had occurred on January 1, 1998. In the opinion of Viacom and CBS
management, all adjustments and/or disclosures necessary for a fair presentation of the pro forma data have
been made. These unaudited pro forma combined condensed financial statements are presented for illustrative
purposes only and are not necessarily indicative of the operating results or the financial position that would
have been achieved had the merger, or the other Viacom and other CBS transactions had been consummated as
of the dates indicated or of the results that may be obtained in the future.

These unaudited pro forma combined condensed financial statements and notes thereto should be read in
conjunction with the unaudited CBS/King World pro forma combined condensed financial information included
herein, and:

* CBS’ consolidated financial statements and the notes thereto as of and for the year ended December 31,
1998, and Management’s Discussion and Analysis included in CBS’ Annual Report on Form 10-K for
the year ended December 31, 1998, as amended by Form 10-K/A, which is incorporated by reference in
this joint proxy statement/prospectus;

* King World's consolidated financial statements and the notes thereto as of August 31, 1999
_and 1998 and for the three years ended August 31, 1999, which are included in CBS’ Current Report on
Form 8-K filed on November 22, 1999 which is incorporated by reference in this joint proxy
statement/prospectus;

* CBS’ Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 1999, as amended by
Form 10-Q/A, June 30, 1999 and September 30, 1999 which are incorporated by reference in this joint
proxy statement/prospectus;

* Viacom’s consolidated financial statements and the notes thereto as of and for the year ended December
31, 1998, and Management’s Discussion and Analysis included in Viacom’s Annual Report on Form
10-K for the year ended December 31, 1998 which is incorporated by reference in this joint proxy
statement/prospectus; and

* Viacom's consolidated financial statements and the notes thereto as of and for the nine-month period
ended September 30, 1999, on Form 10-Q which is incorporated by reference in this joint proxy
statement/prospectus.

EXHIBIT F1
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UNAUDITED VIACOM/CBS PRO FORMA
COMBINED CONDENSED BALANCE SHEET
AS OF SEPTEMBER 30, 1999

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT F2



UNAUDITED VIACOM/CBS PRO FORMA
COMBINED CONDENSED BALANCE SHEET

- ewrrs e e

As of September 30, 1999
(in millions)
CBS Pro Forma
Viacom Pro Forma Pro Forma Combined
Historical Combined Adjustments Viacom/CBS
ASSETS: )
Cashandcashequivalents ..........cciveveeenneccceens $ 674 $ 524 $ T(474y» $ 724
Customerreceivables, Bet. .. cocveeierinnneecrcossansnns 1.677 1477 —_— 3.154
Other CUITCRL BSSCLS . . oo cvevsseovnnnassosavenoncssnss 2,631 1.245 450 » 4326
Total CUTTENL RSSELS .. cvucvnvcronnnanacnasasoossananns 4982 3,246 249) 8.204
Property and eqUipMERL Bt . ..o vvvvececraomsccnenoonss 3316 3.055 - 637N
Goodwill and other intangibles, REt. . .o vveenenenronnenenns 11424 23951 22,596 & 579N
Other NONCUITCNL @SSELS o oo vonuuavrsovoaneassnesssosns 4546 2.027 (340y» 6325
9
Total ASSELS . . oeuuvevenncccccreascassannsasosannns $24.268 $32279 $ 22,324 $78.87
LIABILITIES AND SHAREHOLDERS' EQUITY:
Current portion of long-termdebt . ... ...ociieiieiianonens s $ 189 s — $ 320
Accounts payable, accrued expenses and other .. ......00onn 4.053 2078 106y 6,001
5™
Total current Labilities .......ocovverrneacenrcecovanens 4.185 2,267 Q31 6,321
Longtermdebt ...covernniinniannrnaossenanenaannes 6.142 3904 5715 ™ 10.686
65
Net lisbilities of discontinued operations . ......... eeeeeenee - 966 - 966
Other noncurrent liabilities .. ... ..oovvnnereanne reeeenes 1.924 4,581 g™ 6,513
Total liabilities . ......covvvecrrennnnreannrsoscsnnnns 12,251 11,718 517 24,4386
Minority interest in equity of consolidated subsidiaries ........ 1.099 5,391 — 6,490
Shareholders® Equity:
Common SOCK + . ovnvrernenacnciiiirienananesitaees 7 802 g 15
, (802
Additional paid-incapital .. ... ... o iiiiiiieee i 10.260 14,759 36,725 @ 47,408
200 @
2723 ™
(14,759
Common stock held in treasury, atcost . . ... .covevenenennen (1.432) (1.683) 1,683 @ (1.432)
Retained €amings. . . .ccveeecerroennnsonssaseonnasns 2ms 1,957 (1,957 1,936
Qny»
Accumulated other comprehensive Joss .. ... .o ceeiinnn (32) (665) 665 & (32)
Tota! sharcholders® equity......coovvernenacnsscreononne 10918 15,170 21,807 47,895
Total liabilities and shareholders’ equity ...........ccctee $24.268 $32279 $ 22,324 $78,871
i
See accompanying notes to unaudited Viacom/CBS EXHIBIT F2

pro forma combined condensed financial statements.

26

e e mer e oy .. e

-

Pt = 28 %0 A YV e S Yy vy 1 % o 1 4 O



UNAUDITED VIACOM/CBS PRO FORMA COMBINED CONDENSED STATEMENTS
OF OPERATIONS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1999

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT F3



UNAUDITED VIACOM/CBS PRO FORMA
COMBINED CONDENSED STATEMENTS OF OPERATIONS
For the Nine Months Ended September 30, 1999

(in millions, except per share amounts)

Pro Forma Pro Forma
Adjustments - Combined
CBS for Pro Forma Adjustments as A%ud
Viacom ProForma Viacom/CBS Combined For Other For Other
Historical Combined Merger Viacom/CBS Viacom Events Viacom Events

Revenues .......cvovivininnnnnnn, $9.286 $ 6297 $— $15,583 $— $15583
Operating €Xpenses . . ...cevveeeanns (6.007) (3.605) — (9.612) _ (9.612)
Selling, general and sdministrative . . . . . (1.712) (1,009) -— .7121) - 2.721)
Depreciation and amortization ........ (616) (839) 424y (1.879) —_ (1.879)
Restructuring charge ... .....oveeen (70) -_ — a0 - %)
Residua? costs of discontinued
businesses . ........... v eeeenes - (130) — 130 el __(1309)
Operating income (loss) ............ 831 714 (424) [BE) - 117N
Other income and expense, net ....... 3 s -— 8 - 8
Interestexpense, met ............... (311) Q17 ©61y» (589) _4w (585)
Eamnings (loss) from continuing
operations before income taxes ..... 573 502 (485) 590 4 594
Income tax (expense) benefit . ........ (295) (393) 24 (664) 2y (666)
Equity in loss of affiliated companies,
netoftax ...........iiinnunnnn (38) (28) - (66) — (66)
Minority interest . ... ......c.oitnn. (1) (66) - () _3w (62)
Eamings (loss) from continuing
OpeTations .o ovvvvnneniennnnnn. 239 15 sh) 207) 7 (200}
Cumulative convertible preferred stock
dividend requirement and premium on
repurchase of preferred stock . ...... 13) —_ — (13) Rl (13)
Net earnings (loss) from continuing
operations attributable to common
stock......... rensrrraeienaas $ 226 $ 15 $(461) $ (220 3_7 $ @13)
Eamnings (loss) from continuing
operations per common share:
Basic......coviiieniinnn.n s 33 $ (19 $ (19
Diluted ..........c.ei.n.. $ 32 $ (19 $ (14
Weighted average shares outstanding:
Basic.....ooiiiiiiiiiiainnn. 695 8n2a 1507 1,507
Diluted ..................... 709 812 @ 1,507 1,507
See accompanying notes to unaudited Viacom/CBS
- pro forma combined condensed financial statements. EXHIBIT F3
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UNAUDITED VIACOM/CBS PRO FORMA COMBINED CONDENSED STATEMENTS
OF OPERATIONS FOR THE YEAR ENDED
DECEMBER 31, 1998

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT F4



UNAUDITED VIACOM/CBS PRO FORMA
COMBINED CONDENSED STATEMENTS OF OPERATIONS
For the Year Ended December 31, 1998

(in millions, except per share amounts)

Pro Forma Pro Forma
Adjustments Combined
. CBS for Pro Forma Adjustments as Adjusted
Viacom ProForma Viacom/CBS _ Combined For Other For Other
. Historical Cembined Merger Viacom/CBS Viacom Events  Viacom Events
REVEOUES ooocvconnnsnmsennsonss $12,096 $ 8,361 $— $ 20457 $— $ 20457
Operating EXpenses « o oo voec o cse " ~ (8,506) (5.242) —_ (13,748) —_ (13,743)
Selling, general and administrative.. . ... - (2.061) (1,335) —_ (3.396) - (3.396)
Depreciation and amortization ... - am 1.113) (565y» (2.455) -_— (2.455)
Residual costs of discontinued
DUSINESSES « o v v cvsvanvessescnses — (163) —_ (163) el (163)
Operating income (108S) evnvrvevven 752 508 (565) 695 -— 695
Oxher income and expense. Ret ...« () 38 - %) —_ a9
Interest eXPENsE, BEt « oo vonrocnsoss (599) (363) (89> (1,051) _6 @ (1.045)
Eamnings (loss) from continuing
operations before income taxes. . ... - 96 183 (654) (375) 6 (36%)
Income tax (expense) benefit ... (139) (320) 36® “2n Q@ 425)
Minority interest . oo o nvruanceorts m (35) —_ (36) _» “w 18
Earnings (loss) from continuing H
OPETRLIONS « < v v v nnernnnsonnts @4 amn) (618) (834) 58 776) i
Cumulative convertible preferred stock !
dividend requirement and discount on :
repurchase of preferred stock....... @n —_ —_ Q7 —_ Q7
Net earnings (loss) from continuing
operations attributable to common
P S $ $ A7) $(618) $ (861 2_5_8 $ (803)
Loss from continuing operations per
common share:
BasiC...oooecrersoscsnnsness $(.10) (57 $(53)
Diluted ..ocvvevereosnsasnoss $(.10) : $(57) $(53)
Weighted average shares outstanding:
BasiC..oovevrecasonnessanses 709 812 1521 1,521
Diluted ...oovvennnncosrnanes 709 812 1,521 1,521
/
See accompanying notes 10 unaudited Viacom/CBS
pro forma combined condensed financial statements. EXHIBIT F4
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NOTES TO UNAUDITED VIACOM/CBS PRO FORMA
COMBINED CONDENSED FINANCIAL STATEMENTS

(EXCERPTED FROM CBS/VIACOM JOINT

PROXY STATEMENT/PROSPECTUS
DATED NOVEMBER 24, 1999)

EXHIBIT F5



' NOTES TO UNAUDITED VIACOM/CBS PRO FORMA COMBINED
CONDENSED FINANCIAL STATEMENTS

(tables in millions, except per share amounts)

(1) Basis of Presentation

The purchase method of accounting has been used in the preparation of the accompanying unaudited pro
forma combined condensed financial statements. Under this method of accounting, the purchase consideration
is allocated to tangible and identifiable intangible assets acquired and liabilities assumed based on their
respective fair values, with the excess purchase consideration being allocated to goodwill. For purposes of the
unaudited pro forma combined condensed financial statements, the preliminary fair values of CBS’ assets and
liabilities were estimated by CBS and Viacom management. The final allocation of the purchase price will be
determined afier the completion of the merger and will be based on appraisals and 2 comprehensive final
evaluation of tangible and identifiable intangible assets acquired (including their estimated useful lives) and
liabilities assumed.

(2) Consideration

Pursuant to the merger agreement, holders of CBS common stock will receive 1.085 shares of Viacom
non-voting Class B common stock for each CBS share of common stock issued and outstanding at the
completion of the merger. The total number of CBS shares issued and outstanding during the period subsequent
to the merger announcement but prior to its completion is not anticipated to fluctuate from the ordinary course.
For purposes of the unaudited pro forma combined condensed financial statements, the $45.225 per share value
of Viacom non-voting Class B common stock to be issued was calculated based on its average market price per
share from September 2, 1999 through September 9, 1999.

Total estimated CBS common shares outstanding (including shares to be issued to King World

L3 (E T 1 Tad U 1 o) T 748.6
Exchange Ratio .. ..uiiiiiniiii ittt itteetcscenanensonacasasaansannnns 1.085
Estimated Viacom Class B common sharestobeissued................cooiiiiiiiiiiien, 812.2
Purchase Consideration:

Estimated value of Viacom Class B common stock to be issued (812.2 shares at $45.225 per share):
Common stock, $.01parvalue .......ocviiiiiin it iiiiniiiieeeerasaarnannans $ 8
Additional paid-incapital ........ ... i i i i it it r e 36,725
Estimated fair value of CBS stock options to be assumed by Viacom (note 3).................. 200
Estimated net increase in Viacomequity . ... ..ciiiii ittt ittt it i it e aee $36,933
29 EXHIBIT F5

_



NOTES TO UNAUDITED VIACOM/CBS PRO FORMA COMBINED
CONDENSED FINANCIAL STATEMENTS (continued)

(tables in millions, except per share amounts)

(3) Merger

To record the excess purchase price over the net tangible and identifiable intangible assets acquired in
connection with the merger as described in notes 1 and 2 above: ST

Estimated net increase in Viacom equity ........ccveeeoseenenrecraeastesscnroranenns $ 36,933
Less: Shareholders® equity of CBS Pro Forma Combined at September 30, 1999 o

Commonstock .....ovvvuviencnecnnnn e eseseanasesnasnserasnntienasanrens (802)

Additional paid-in capital . . .. c.viiint ittt (14,759)

Common stock held IMtreasury . ..covvevieeaernascesceserresaesoenccscansencns 1,683

Retained earnings/Accumulated other comprehensive 1OSS o o i vt ittt i i e ettt (1,292)
Adjustments:

Add: Liability for conversion of CBS stock options, net of deferred taxes ................ 833
Excess purchase price over net tangible and identifiable intangible assets acquired.............. 22,596
Identifiable intangible assets acqUired . ...... . iiiiiiiie ittt 23,951
Excess purchase price over net tangible assets acquired ...........ceieiiaiiiiiiiiiiante $ 46,547

Incremental amortization expense of excess purchase price over net tangible and identifiable
intangible assets acquired:
Twelve month amortization .........eceeeconecanne J R EET $

&

Nine month amMOrtiZAtION .. ...cvesesessessnsseessossossssasessossssnsssassnsssns $ 424

The above pro forma adjustments are based on preliminary estimates. The fina) allocation of the purchase
price will be determined after the completion of the merger and will be based on appraisals and a ]
comprehensive final evaluation of the fair value of CBS’ tangible and identifiable intangible assets acquired and
liabilities assumed at the time of the merger. For the purpose of these unaudited pro forma combined condensed
financial statements, amortization of the excess purchase price over tangible net assets acquired of
approximately $46.5 billion is computed on a straight-line basis using useful lives as follows: $37.5 billion (40
years), $6.6 billion (30 years) and $2.4 billion (10 years). .

Generally accepted accounting principles currently require that acquired intangible assets be amortized
over periods not to exceed 40 years. Viacom believes that the intangible assets acquired from CBS included in
the 40-year category are comprised principally of the franchises, FCC licenses, and trademarks of CBS-assets
with indefinite lives, which have historically appreciated in value over time. In addition, Viacom intends to
continue to expand the combined company’s existing lines of business, develop new businesses by leveraging
the well known franchises, trademarks and products of Viacom and CBS, and take advantage of synergies that
exist between Viacom and CBS to further strengthen existing lines of business. Viacom believes that it will i
benefit from the merger for an indeterminable period of time of at least 40 years and, therefore, a 40-year :
amortization period for the $37.5 billion portion of the excess purchase consideration is appropriate. After the
completion of the merger, Viacom will complete valuations and other studies of the significant asscts, Liabilities
and business operations of CBS as of the time of the merger. Using this information, Viacom will make a final
allocation of the purchase consideration, including allocation to tangible assets and liabilities, identifiable
intangible assets and goodwill. Accordingly, depreciation and amortization, as presented in the pro forma
combined condensed statements of operations fof the year and ninec months ended December 31, 1998 and
September 30, 1999, may fluctuate significantly from the preliminary estimate when the fina! appraisals of
tangible and intangible assets are completed.
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NOTES TO UNAUDITED VIACOM/CBS PRO FORMA COMBINED
CONDENSED FINANCIAL STATEMENTS (continued)

(tables in millions, except per share amounts)

The following table presents the incremental reduction to pro forma net income (loss) from continuing
operations attributable to common stock and pro forma net income (loss) from continuing operations per
common share resulting from the allocation of each $1 billion of purchase consideration-to assets with useful
lives of thirty, twenty, or ten years rather than the forty year life reflected in the pro forma financial statements.

30 years 20years 10years

Impact on pro forma net income (loss) from continuing operations attributable to
common stock:

Forthetwelvemonthperiod .. ... covviinnneieninnneeiannnennnns $ B8 % (25 % (75
For the nine month period............. et teeteraenaea e $ 6) % (19 $ (56)
Impact on pro forma net income (loss) from continuing operations per common
share:
For the year ended December 31,1998 ......cvviniiiiiiiinnnn.. $(0.01) $(0.02) $(0.05)
For the nine months ended September 30, 1999 . ............cievennt $ —  $(0.01) $(0.04)

Limited rights to receive cash in lieu of Viacom options exist for the majority of the historical CBS stock
options outstanding prior to the announcement of the merger. To reflect the liability associated with these stock
options, these unaudited pro forma combined condensed financial statements assume that the options will be
settled in cash for approximately $1.4 billion. Accordingly, the issuance of long-term debt of $575 million and
adjustments to reflect the use of cash and investments, classified as other noncurrent assets, of $474 million and
$340 million, respectively, have been recorded in the pro forma balance sheet to refiect the financing and
funding of such obligations at the effective time of the merger. In addition, related interest expense of $58
million and $85 million for the nine months of 1999 and the twelve months of 1998, respectively, have been
recorded in the unaudited pro forma combined condensed statements of operations. Deferred taxes have been
provided for on the respective book and tax basis differences at a 40 percent marginal tax rate. Additional
options with a fair value of $200 million either do not contain these limited rights or are options related to
underlying shares which cannot be disposed of for some designated period of time, and, as such, have been
reflected as an adjustment to additional paid-in capita! within sharcholders’ equity.

Viacom has entered into agreements with the two Deputy Chairmen of Viacom regarding the terms of their
resignations upon the effective time of the merger. Accordingly, the pro forma balance sheet includes a charge
as a reduction to retained earnings of $179 million, net of tax benefit of $119 million, which principally reflects
the stock options granted to them over the life of their employment with Viacom as well as cash payments in
accordance with their resignation agreements. The tax benefit assumes a 40 percent marginal tax rate. The pro
forma statement of operations includes a charge for the incremental interest expense associated with the
increase in long-term debt.

(4) Other Viacom Events

On August 10, 1999, Blockbuster Inc., a subsidiary of Viacom, completed the initial public offering of 31
million shares of its Class A common stock at $15 per share. Viacom owns 100% of the outstanding shares of
Blockbuster Class B common stock, which represents approximately 82.3% of Blockbuster’s equity value after
the initial public offering. As a result of the issuance of subsidiary stock, Viacom recorded a reduction to
additional paid-in capital of approximately $662 million.
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NOTES TO UNAUDITED VIACOM/CBS PRO FORMA COMBINED
CONDENSED FINANCIAL STATEMENTS (continued)

(tables in millions, except per share amounts)

The net decrease in interest expense of $4 million and $6 million for the nine months ended September 30,
1999 and the twelve months ended December 31, 1998, respectively, is attributable to the repayment of debt
with the Blockbuster initial public offering net proceeds of $437 million, partially offsct by the increase in
interest expense due to the higher interest rate atwibutable to the Blockbuster debt and the amortization of
deferred debt issue costs incurred in connection with the Blockbuster debt.

The adjustment to minority interest in the unaudited pro forma combined condensed statements of
operations reflects the interest in the net loss of Blockbuster anributable to holders of Blockbuster's Class A
Common Stock.

(5) Income Tax Expense

Income tax expense on the pro forma results of operations and the pro forma adjustments, excluding non-
deductible goodwill amortization, is calculated at a 40 percent marginal tax rate.

(6) Items not included in the Unaudited Pro Forma Combined Condensed Financial Statements

The preceding unaudited pro forma combined condensed financial statements do not include any pro forma
adjustments for the following:

o Any operating efficiencies and cost savings that may be achieved with respect to the combined
companies.

» Upon closing of the merger, the combined companies may incur integration related expenses as a result
of the elimination of duplicate facilities and functions, operational realignment and related workforce
reductions. Such CBS costs would generally be recognized as a liability assumed as of the merger date
resulting in additional goodwill while Viacom related costs would be recognized as an expense through
the statements of operations.

« Transactions between Viacom and CBS, including transactions between Viacom and companies !
proposed to be acquired by CBS, have not been eliminated in the unaudited pro forma combined t
condensed financial statements, as the amounts are not material for the periods presented. ‘

« Transaction costs related to the merger are not expected to have a material impact on these unaudited
pro forma combined condensed financial statements.

« In connection with the merger, some radio and television stations may have to be divested in order to
comply with current FCC regulations. Also, Viacom may be required to reduce or divest its interest in
the United Paramount Network to comply with FCC rules limiting the common ownership of some
television networks. Generally, any gains or losses associated with disposition of historical Viacom
assets would be recognized through the statements of operations while the gain or loss on the i
disposition of historical CBS assets would likely be recognized as an adjustment to goodwill.

e Viacom has announced that, subject to Viacom Board approval, which will be based on an assessment of
market conditions, and the receipt of a supplemental 1ax ruling from the Internal Revenue Service
reflecting the merger, it intends to split off Blockbuster by offering to exchange all of its shares of
Blockbuster for shares of Viacom's common stock. The aggregate market value of the shares of
Blockbuster common stock based on the November 19, 1999 closing price of $15.375 per share of
Blockbuster common stock was approximately $2.7 billion. The net book value of Viacom’s investment in
Blockbuster at September 30, 1999, after giving effect to the initial public offering, was approximately
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. NOTES TO UNAUDITED VIACOM/CBS PRO FORMA COMBINED
CONDENSED FINANCIAL STATEMENTS (continued)

(tables in millions, except per share amouints)

$5.1 billion. If Viacom determines to engage in the split-off, any difference between the fair market
value and net book value at the time of the split-off will be recognized as a gain or loss for accounting
purposes. Based on the November 19, 1999 closing stock price of Blockbuster, a split-off would have
resulted in a pre-tax pro forma loss on discontinued operations of approximately $2.9 billion. The actual
amount of the gain or loss will depend upon the fair market value and net book value of Blockbuster at
the time of the split-off as well as the exchange ratio used in the split-off. In addition, in a tax-free split-
off, Viacom/CBS pro forma shareholders’ equity will be reduced by an amount no greater than the net
book value of Blockbuster at the time of the split-off. Viacom has no obligation to effect the split-off
either before or after the merger. Viacom and CBS cannot give any assurance as to whether or not or
when the split-off will occur or as to the terms of the split-off if it does occur, or whether or not the
split-off, if it does occur, will be tax-free.

(7) Reclassifications

Some reclassifications have been made from the historical Viacom financial statements to conform to the
unaudited pro forma combined condensed financial statements presentation.
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FORM OF LETTER FROM TRANSFEREE TO
U.S. NUCLEAR REGULATORY COMMISSION
CONFIRMING AGREEMENTS TO ASSUME COMMITMENTS,
RESPONSIBILITIES AND LIABILITIES

EXHIBIT G



[Viacom Inc. letterhead]

February _, 2000

Document Control Desk
U.S. Nuclear Regulatory Commission
Washington, DC 20555

RE: Applications of CBS Corporation for Transfers and Amendments of Licenses
Gentlemen:

This letter is in furtherance of and a part of the Applications for Transfers and Amendments of
Materials Licenses and the TR-2 License of CBS Corporation (“CBS”) filed with the NRC on
February 14, 2000 (the “Applications™). The need for the requested transfers and amendments
arises from the merger of CBS with and into Viacom Inc. (“Viacom™), as more fully described
in the Applications (the “Merger”).

As provided by NRC regulations and NRC Information Notice 89-25, Revision 1, dated
December 7, 1994, to support the transfers of the licenses requested by the Applications, the
undersigned hereby makes the following statements and representations:

1. I am of Viacom and I am authorized to file this letter with the
NRC on its behalf.

2. On the date of the closing of the Merger (the “Closing Date™), Viacom will
become the licensee and holder of the licenses set forth in the Applications.

3. Viacom agrees to the transfers and amendments of the licenses issued by the
NRC and currently held by CBS, to the change in ownership and control of the
licensed activities and to the conditions of the transfers and those contained in
the licenses in accordance with the Applications.

4. Viacom acknowledges that CBS has made or will make it aware of all open
inspection items as of the Closing Date of the Merger, and Viacom accepts the
responsibility for possible resulting enforcement actions.



L

-

Viacom Inc.

By:

Document Control Desk
U.S. Nuclear Regulatory Commission

February  , 2000

Viacom agrees to abide by all commitments and representations previously made
to the NRC by CBS for the licenses being transferred by the NRC pursuant to
the Applications, including: maintaining decommissioning records required by
10 C.F.R. 30.35(g), 40.36(f), S0.75(g) and 70.25(g); implementing
decontamination activities and decommissioning of the facilities and sites; and
completing corrective actions for open inspection items and enforcement
actions.

Viacom agrees to accept responsibility and liability for decommissioning and
decontamination of the facilities and sites being transferred. As of the Closing
Date, Viacom will provide adequate resources to fund the decommissioning for
which it is responsible through appropriate mechanisms, as described in the
Applications.

Viacom agrees to abide by all other constraints, conditions, requirements,
representations and commitments identified in the existing licenses issued by the
NRC.

We would be pleased to respond to any further questions that the NRC may have with regard
to this letter.

Very truly yours,

(name)

(title)



CBS CORPORATION
DOCKET NO. 50-22

PROPOSED AMENDMENT TO FACILITY LICENSE NO. TR-2
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UNITED STATES
NUCLEAR REGULATORY COMMISSION

WASHINGTON, D.C. 20555-0001

CBS CORPORATION WWWM

WN

DOCKET NO. 60-22

AMENDMENT TO FACILITY LICENSE

License No. TR-2
Amendment No. 8¢

1. The U.S. Nuclear Regutatory Commission (the Commission) has found that:

A.

The application for amendment filed by the CBS Corporation Acting-Threugh-its
mﬁwge-aeetﬂe-gemﬁeﬂ'f‘em (the licensee), dated Septomber-28, —»
40988, as supplemented on Nevembert7,-1998, complies with the standards and
requirements of the Atomic Energy Act of 1854, as amended (the Act), and the
Commission’s regulations as set forth in 10 CFR Chapter I

. The facility will be maintained in conformity with the application, the provisions of

the Act, and the rules and regulations of the Commission;

. There is reasonable assurance that (i) the activities authorized by this amendment

can be conducted without endangering the health and safety of the public, and
(ii) such activities will be conducted in compliance with the Commission’s
regulations set forth in 10 CFR Chapter |;

. The issuance of this amendment will not be inimical to the common defense and

security or to the health and safety of the public; and

. The issuance of this amendment is in accordance with 10 CFR Part 51 of the

Commission’s regulations and all applicable requirements have been satisfied.
i
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2. Accordingly, Facility License No. TR-2, is amended by revising the introduction

to paragraph 2. to read as follows:

2. Subject to the conditions and requirements incorporated herein the Commission

hereby licenses €EBS-Gorporation as the licensee for the Westinghousee Test

Reactor. Vikrcom Tac,
3. This license amendment is effective as of the date of issuance.

FOR THE NUCLEAR REGULATORY COMMISSION

Ao el

Seymour H. Weiss, Director _

Non-Power Reactors and Decommissioning
Project Directorate

Division of Regulatory Improvement Programs

Office of Nuclear Reactor Regulation

Date of Issuance: March 25, 1999



