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Special Note Regarding Forward-Looking Statements  

This Quarterly Report on Form 10-Q contains both historical and forward-looking statements. All statements other than 
statements of historical fact are, or may be deemed to be, forward-looking statements within the meaning of Section 27A of the 
Securities Act of 1933, as amended, (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”). These forward-looking statements are not based on historical facts, but rather reflect our current expectations 
concerning future results and events. These forward-looking statements generally can be identified by the use of statements that 
include phrases such as “believe”, “expect”, “anticipate”, “intend”, “estimate”, “plan”, “project”, “foresee”, “likely”, “will” or other 
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SPANISH BROADCASTING SYSTEM, INC. AND SUBSIDIARIES  
Unaudited Condensed Consolidated Statements of Operations  

and Comprehensive Loss  
(In thousands, except per share data) 

 
  Three-Months Ended   
  March 31,   
  2016     2015   
Net revenue $ 31,613       32,142   
Operating expenses:               
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SPANISH BROADCASTING SYSTEM, INC. AND SUBSIDIARIES  
Unaudited Condensed Consolidated Statements of Cash Flows  

(In thousands)  
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not qualify for the practical expedient to estimate fair value and as such these investments may be measured at cost.  The new 
guidance is effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. We are 
currently evaluating the impact, if any, that this new standard will have on our financial position and results of operations. 

 
In November 2015, the FASB issued ASU No. 2015-17, Income Taxes (Topic 740) Balance Sheet Classification of Deferred 

Taxes.  This new standard provides guidance to simplify the presentation of deferred taxes in a classified statement of financial 
position. The guidance requires deferred tax liabilities and assets to be classified as noncurrent in a classified statement of financial 
position. The new guidance is effective for financial statements issued for annual periods beginning after December 15, 2016, and 
interim periods within those annual periods.  Early adoption is permitted as of the beginning of an interim or annual reporting period. 
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10 3/4% Series B cumulative exchangeable redeemable preferred stock, par value $0.01 per share (the “Series B preferred stock”). The 
Series B preferred stock has a liquidation preference of $1,000 per share and is on parity with the Series C preferred stock with respect 
to dividend rights and rights upon liquidation, winding up and dissolution of SBS.  

 (c) 2006 Omnibus Equity Compensation Plan  
In July 2006, we adopted an omnibus equity compensation plan (the “Omnibus Plan”) in which grants of Class A common stock 

can be made to participants in any of the following forms: (i) incentive stock options, (ii) nonqualified stock options, (iii) stock 
appreciation rights, (iv) stock units, (v) stock awards, (vi) dividend equivalents, and (vii)  other stock-based awards. The Omnibus Plan 
authorizes up to 350,000 shares of our Class 



11 

For the three-months ended March 31, 2016 and 2015, we reclassified from other comprehensive loss to interest expense $0.1 
million.  During the three-months ended March 31, 2016 and 2015, we recognized in other comprehensive income, net of taxes- an 
unrealized gain on derivative instrument of approximately $45 thousand and $32 thousand, respectively.   

 
 
 
3. Basic and Diluted Net Loss Per Common Share 
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4. Operating Segments  
We have two reportable segments: radio and television.  

The following summary table presents separate financial data for each of our operating segments (in thousands):    
 
  Three-Months Ended   
  March 31,   
  2016     2015   

Net revenue:               
Radio $ 28,525       29,227   
Television   3,088       2,915   

Consolidated $ 31,613       32,142   

Engineering and programming expenses:               
Radio $ 6,032       5,399   
Television  
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          Fair value measurements at December 31, 2015   
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offering, together with some cash on hand, to repay and terminate the senior credit facility term loan, and to pay the transaction costs 
related to the offering. 
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existing and future subsidiaries formed in Puerto Rico (the “Puerto Rican Subsidiaries”), (ii) our future subsidiaries formed under the 
laws of foreign jurisdictions and (iii) our existing and future subsidiaries, whether domestic or foreign, of the Puerto Rican 
Subsidiaries or foreign subsidiaries) and our other domestic subsidiaries that guarantee certain of our other debt. The Notes and 
guarantees are structurally subordinated to all existing and future liabilities (including trade payables) of our nonguarantor 
subsidiaries.  

Covenants and Other Matters  
The Indenture governing the Notes contains covenants that, among other things, limit our ability and the ability of the 

guarantors to:  

�x incur or guarantee additional indebtedness;  

�x pay dividends and make other restricted payments;  

�x incur restrictions on the payment of dividends or other distributions from our restricted subsidiaries;  

�x engage in sale-lease back transactions;  

�x enter into new lines of business;  

�x make certain payments to holders of Notes that consent to amendments to the Indenture governing the Notes without 
paying such amounts to all holders of Notes;  

�x create or incur certain liens;  

�x make certain investments and acquisitions;  

�x transfer or sell assets;  

�x engage in transactions with affiliates; and  

�x merge or consolidate with other companies or transfer all or substantially all of our assets.  

The Indenture contains certain customary representations and warranties, affirmative covenants and events of default which 
could, subject to certain conditions, cause the Notes to become immediately due and payable, including, but not limited to, the failure 
to make premium, principal or interest payments; failure by us to accept and pay for Notes tendered when and as required by the 
change of control and asset sale provisions of the Indenture; failure to comply with certain covenants in the Indenture; failure to 
comply with certain agreements in the Indenture for a period of 60 days following notice by the Trustee or the holders of not less than 
25% in aggregate principal amount of the Notes then outstanding; failure to pay any debt within any applicable grace period after the 
final maturity or acceleration of such debt by the holders thereof because of a default, if the total amount of such debt unpaid or 
accelerated exceeds $15 million; failure to pay final judgments entered by a court or courts of competent jurisdiction aggregating 
$15 million or more (excluding amounts covered by insurance), which judgments are not paid, discharged or stayed, for a period of 60 
days; and certain events of bankruptcy or insolvency.  

As of March 31, 2016, we were in compliance with all of our covenants under our Indenture.  

 
10. 10 3/4% Series B Cumulative Exchangeable Redeemable Preferred Stock  

Voting Rights Triggering Event 

On October 30, 2003, we partially financed the purchase of a radio station with proceeds from the sale, through a private 
placement, of 75,000 
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described in more detail below) on those shares to the date of repurchase. Under the terms of our Series B preferred stock, we are 
required to pay dividends at a rate of 10 3/4% 
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for certain assets used or useful in the operations of WTCV (DT), WVEO (DT), and WVOZ (TV) in Puerto Rico previously owned 
and operated by International Broadcasting Corp. 

The asset exchange is being accounted for as a non-monetary exchange in accordance with ASC-845 Nonmonetary 
Transactions, as the Company did not acquire any significant processes to meet the definition of a business in accordance with ASC 
805 Business Combinations. As the transaction involved significant monetary consideration, the Company recorded the exchange at 
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations  

General Overview  
We are a leading Spanish-language media and entertainment company with radio and television operations, together with live 

concerts and events, mobile, digital and interactive media platforms, which reach the growing U.S. Hispanic population, including 
Puerto Rico.  We produce and distribute original Spanish-language content, including radio programs, television shows, music and 
live entertainment through our multi-media platforms. We operate in two reportable segments: radio and television.   

We own and operate radio stations located in six of the eight most populous Hispanic markets in the United States: Los Angeles, 
New York, Puerto Rico, Chicago, Miami and San Francisco. The Los Angeles and New York markets have the largest and second 
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10% of our gross revenues, respectively. Network sales consist of advertising airtime sold on our AIRE Radio Network 
platform by our network sales staff.  For the three-months ended March 31, 2016 and 2015, network revenue comprised 
7% and 9% of our gross revenues, respectively.  

Our net revenue is generally determined by the advertising rates that we are able to charge and the number of advertisements 
that we can broadcast without jeopardizing listenership/viewership levels. Each station broadcasts a predetermined number of 
advertisements per hour with the actual number depending upon the format of a particular station and any programming strategy we 
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�y Corporate expenses. Corporate expenses are related to the operations of our corporate offices and matters. These expenses 
include compensation and benefits for our corporate employees, professional fees, insurance, corporate facilities expenses 
and other expenses. 

We strive to control our operating expenses by centralizing certain functions at our corporate offices and consolidating certain 
functions in each of our market clusters.  In our pursuit to control our operating expenses, we work closely with our local station 
management and vendors.  
 
 
Comparison Analysis of the Operating Results for the Three-Months Ended March 31, 2016 and 2015 

The following summary table presents financial data for each of our operating segments (in thousands):  

 
  Three-Months Ended   
  March 31,   
  2016     2015   

Net revenue:               
Radio $ 
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Net Loss  
 

The increase in net loss was primarily due to the decreased operating income and increase in income tax expense. 
 
 
Liquidity and Capit al Resources  

On October 15, 2013, as a result of a failure by us to repurchase all of the shares of Series B preferred stock that were requested 
to be repurchased by the holders thereof, a Voting Rights Triggering Event occurred. Following the occurrence, and during the 
continuation, of the Voting Rights Triggering Event, we are subject to more restrictive operating covenants, including a prohibition on 
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�y we will not use cash flows from operating activities to repurchase the Series B preferred stock; and  

�y we will not incur any material unforeseen liabilities, including but not limited to taxes, environmental liabilities, 
regulatory matters or legal judgments.  

We evaluate strategic media acquisitions and/or dispositions and strive to expand our media content through distribution, 
programming and affiliation agreements in order to achieve a significant presence with clusters of stations in the top U.S. Hispanic 
markets. We engage in discussions regarding potential acquisitions and/or dispositions and expansion of our content through media 
outlets from time to time in the ordinary course of business. We anticipate that any future acquisitions would be financed through 
funds generated from equity financing, operations, asset sales or a combination of these or other available and/or permitted sources. 
As a result of the consequences resulting from the occurrence of the Voting Rights Triggering Event, we are currently not able to 
finance acquisitions through the incurrence of additional debt and are subject to additional restrictions which may preclude us from 
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accelerated exceeds $15 million; failure to pay final judgments entered by a court or courts of competent jurisdiction aggregating 
$15 million or more (excluding amounts covered by insurance), which judgments are not paid, discharged or stayed, for a period of 60 
days; and certain events of bankruptcy or insolvency.  

As of March 31, 2016, we were in compliance with all of our covenants under our Indenture. 

Summary of Capital Resources  
The following summary table presents a comparison of our capital resources for the three-months ended March 31, 2016 and 

2015, with respect to certain key measures affecting our liquidity (in thousands). The changes set forth in the table are discussed 
below. This section should be read in conjunction with the unaudited condensed consolidated financial statements and notes.  
 

  Three-Months Ended           
  March 31,     Change 
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If we do not regain compliance with the Rule by July 26, 2016, NASDAQ will provide written notification to us that our Class 
A Common Stock is subject to delisting from NASDAQ at which time we will have an opportunity to appeal the determination to a 
NASDAQ Hearing Panel.   

FCC Broadcast Incentive Auction 
 
We have filed applications to participate in the FCC’s television spectrum incentive auction with television stations in Miami, 

Houston, and Puerto Rico to potentially generate cash proceeds that are expected to be created by the auction process.  There can be 
no assurance that the FCC’s television spectrum incentive auction will be successfully completed and any potential cash proceeds will 
be subsequently realized. 

Exchange of Stations in Puerto Rico 
 
On January 4, 2016, the Company completed an asset exchange with International Broadcasting Corp. under which the 

Company agreed to exchange certain assets used or useful in the operations of WIOA-FM, WIOC-FM, and WZET-FM in Puerto Rico 
for certain assets used or useful in the operations of WTCV (DT), WVEO (DT), and WVOZ (TV) in Puerto Rico previously owned 
and operated by International Broadcasting Corp. The asset exchange is further discussed in note 11 of the Notes to the Unaudited 
Condensed Consolidated Financial Statements. 

 

Off-Balance Sheet Arrangements  
We do not have any off-balance sheet arrangements that have, or are reasonably likely to have, a current or future material effect 

on our financial condition, changes in financial condition, revenue or expenses, results of operations, liquidity, capital expenditures or 
capital resources.  

 
Recently Issued Accounting Pronouncements  

 
In March 2016, the FASB issued ASU No. 2016-09, Compensation – Stock Compensation (Topic 718).  This new standard’s 

objective is to simplify certain aspects of the accounting for share-based payment award transactions, including (i) income tax 
consequences, (ii) classification of awards as either equity or liabilities, and (iii) classification on the statement of cash flows. This 
update is effective on a prospective, retrospective, and modified retrospective basis for annual and interim periods beginning after 
December 15, 2016 with early adoption permitted.  We are currently evaluating the impact, if any, that this new standard will have on 
our financial position and results of operations. 

 
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842).  This new standard requires organizations that lease 

assets to recognize on the balance sheet the assets and liabilities for the rights and obligations created by those leases and disclose key 
information about the leasing agreements.  The new guidance is effective for financial statements issued for fiscal years beginning 
after December 15, 2018, and interim periods within those fiscal years.  Early adoption is permitted as of the beginning of an interim 
or annual reporting period. We are currently evaluating the impact, if any, that this new standard will have on our financial position 
and results of operations. 

 
In January 2016, the FASB issued ASU No. 2016-01, Accounting for Financial Instruments – Recognition and Measurement.  

The new guidance changes how entities measure equity investments and present changes in the fair value of financial liabilities. The 
new guidance requires entities to measure equity investments that do not result in consolidation and are not accounted under the equity 
method at fair value and recognize any changes in fair value in net income unless the investments qualify for the new practicality 
exception.  A practicality exception will apply to those equity investments that do not have a readily determinable fair value and do 
not qualify for the practical expedient to estimate fair value and as such these investments may be measured at cost.  The new 
guidance is effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. We are 
currently evaluating the impact, if any, that this new standard will have on our financial position and results of operations. 

 
In November 2015, the FASB issued ASU No. 2015-17, Income Taxes (Topic 740) Balance Sheet Classification of Deferred 

Taxes.  This new standard provides guidance to simplify the presentation of deferred taxes in a classified statement of financial 
position. The guidance requires deferred tax liabilities and assets to be classified as noncurrent in a classified statement of financial 
position. The new guidance is effective for financial statements issued for annual periods beginning after December 15, 2016, and 
interim periods within those annual periods.  Early adoption is permitted as of the beginning of an interim or annual reporting period. 
The Company elected to retroactively adopt the accounting standard in the beginning of the fourth quarter of 2015, and the adoption 
had no material impact on the consolidated financial position of the Company. 
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In April 2015, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2015-03, 
Simplifying the Presentation of Debt Issuance Costs. ASU No. 2015-03 requires that debt issuance costs related to a recognized debt 
liability be presented in the balance sheet as a direct deduction from the carrying amount of that debt liability, consistent with debt 
discounts, and not recorded as separate assets. This update is effective for reporting periods beginning after December 15, 2015, and is 
to be applied on a retrospective basis. The Company has adopted the accounting standard and presented its debt issuance costs as a 
deduction from the long-term debt in the balance sheet. Debt issuance costs totaled $3.7 million and $4.5 million at March 31, 2016 
and December 31, 2015, respectively. 

 
In August 2014, the FASB issued ASU No. 2014-15, Presentation of Financial Statements- Going Concern.  This new standard 

defines management’s responsibility to evaluate whether there is substantial doubt about an organization’s ability to continue as a 
going concern and to provide related footnote disclosures.  The standard is effective for annual reporting periods ending after 
December 15, 2016 and interim periods thereafter.  The Company has elected to early adopt the accounting standard during the first 
quarter of 2016. 

 
In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606).  This new standard 

provides guidance for the recognition, measurement and disclosure of revenue resulting from contracts with customers and will 
supersede virtually all of the current revenue recognition guidance under U.S. GAAP.  In July 2015, the FASB postponed the effective 
date of this standard.  The standard is now effective for the first interim period within annual reporting periods beginning after 
December 15, 2017.  We are currently evaluating the impact, if any, that this new standard will have on our financial position and 
results of operations. 

Critical Accounting Policies  

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management 
to make estimates and assumptions that affect reported amounts and related disclosures. We consider an accounting estimate to be 
critical if:  

�x it requires assumptions to be made that were uncertain at the time the estimate was made; and  

�x changes in the estimate or different estimates that could have been selected could have a material impact on our results of 
operations or financial condition.  

Our critical accounting policies are described in Item 7 of our annual report on Form 10-K for the year ended December 31, 
2015. There have been no material changes to our critical accounting policies during the three-months ended March 31, 2016. 
 
Item 3. Quantitative and Qualitative Disclosures about Market Risk  

We are a “smaller reporting company” as defined by Regulation S-K and as such, we are not required to provide the information 
contained in this item pursuant to Regulation S-K. 

 
I tem 4. Controls and Procedures  

Evaluation Of Disclosure Controls And Procedures. Our management, including our principal executive and financial officers, 
have conducted an evaluation of the effectiveness of the design and operation of our “disclosure controls and procedures,” as such 
term is defined under Rules 13a-15(e) and 15d-15(e) of the Exchange Act, to ensure that information we are required to disclose in the 
reports we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in 
the SEC’s rules and forms, and include controls and procedures designed to ensure that information we are required to disclose in such 
reports is accumulated and communicated to management, including our principal executive and financial officers, as appropriate, to 
allow timely decisions regarding required disclosure. Based on that evaluation, our principal executive and financial officers 
concluded, as a result of the material weakness in internal control over financial reporting discussed below, that our disclosure 
controls and procedures were not effective as of the end of the period covered by this report. However, we believe that the financial 
statements included in this report fairly present in all material respects our financial condition, results of operations and cash flows for 
the periods presented.  

 
In November 2015, management concluded that a control deficiency with respect to the precision of the review of the calculation 

of the provision for income taxes constituted a material weakness in internal control over financial reporting.  
 

Since such time, management has implemented the following remedial measures: the Company has engaged an independent 
third party tax expert to perform an additional review
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Item 6. Exhibits  

The following exhibits, which are numbered in accordance with Item 601 of Regulation S-K, are filed herewith or, as noted, 
furnished herewith or incorporated by reference herein:  
  

Exhibit  
Number    Exhibit Description 

   
   

  31.1*    Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
   

  31.2*    Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
   

  32.1** 
   

Certification of Periodic Financial Report by Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

   

  32.2** 
   

Certification of Periodic Financial Report by Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned thereunto duly authorized.  
  

SPANISH BROADCASTING SYSTEM, INC. 
  
By: /s/ JOSEPH A. GARCÍA 

  JOSEPH A. GARCÍA 
  

  Chief Financial Officer, 
Chief Administrative Officer, Senior 
Executive Vice President and Secretary 
(principal financial and accounting officer 
and duly authorized officer of the registrant) 

Date: May 16, 2016 
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Exhibit  31.2 

CERTIFICATION  

I, Joseph A. García, certify that: 

1. 
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Exhibit  32.1 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report on Form 10-Q of Spanish Broadcasting System, Inc. (the “Company”) for the quarterly 
period ended March 31, 2016, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Raúl 
Alarcón, Jr., Chairman of the Board of Directors, President and Chief Executive Officer of the Company, certify, as of the dates 
hereof, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company at the dates and for the periods indicated. 

  
/s/ RAÚL ALARCÓN  
Name: Raúl Alarcón  
Title: Chairman of the Board of Directors, 

President and Chief Executive Officer 
 

  

Date: May 16, 2016   
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Exhibit  32.2 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report on Form 10-Q of Spanish Broadcasting System, Inc. (the “Company”) for the quarterly 
period ended March 31, 2016, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Joseph A. 
García, Chief Financial Officer, Executive Vice President and Secretary of the Company, certify, as of the dates hereof, pursuant to 18 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

(2) 


