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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 
words or phrases with similar meanings. Similarly, statements that describe our objectives, plans or goals are, or may be, forward-
looking statements. These forward-looking statements involve known and unknown risks, uncertainties and other factors which may 
cause our actual results, performance or achievements to be different from any future results, performance and anticipated 
achievements expressed or implied by these statements. We do not intend to publicly update or revise any forward-looking statements, 
whether as a result of new information, future events or otherwise. In addition, forward-looking statements are subject to certain risks 
and uncertainties that could cause actual results to differ materially from our historical experience and our present expectations or 
projections. These risks and uncertainties include, but are not limited to those described in our Annual Report on Form 10-K for the 
year ended December 31, 2014, and those described from time to time in our future reports filed with the Securities and Exchange 
Commission (the “SEC”).  
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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     Nine-Months Ended   
  September 30,     September 30,   
  2015     2014     2015     2014   
Net revenue $ 36,381       36,278     $ 106,623       109,944   
Operating expenses:                               
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SPANISH BROADCASTING SYSTEM, INC. AND SUBSIDIARIES 
Unaudited Condensed Consolidated Statement of Changes in Stockholders’ Deficit  

for the Nine-Months Ended September 30, 2015  
(In thousands, except share data) 
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SPANISH BROADCASTING SYSTEM, INC. AND SUBSIDIARIES 
Unaudited Condensed Consolidated Statements of Cash Flows  

(In thousands)  
 

 
  Nine-Months Ended   
  September 30,   

  2015     2014   
Cash flows from operating activities:               

Net loss $ (19,892 )   $ (13,985 ) 
Adjustments to reconcile net loss to net cash provided by operating activities:               



8 

SPANISH BROADCASTING SYSTEM, INC. AND SUBSIDIARIES  
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  

 
1. Basis of Presentation  

The unaudited condensed consolidated financial statements include the accounts of Spanish Broadcasting System, Inc. and its 
subsidiaries (the Company, we, us, our or SBS). All intercompany balances and transactions have been eliminated in consolidation. 
The accompanying unaudited condensed consolidated financial statements as of September 30, 2015 and December 31, 2014 and for 
the three- and nine-month periods ended September 30, 2015 and 2014 have been prepared in accordance with U.S. generally accepted 
accounting principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 8-03 of 
Regulation S-X. They do not include all information and notes required by U.S. GAAP for complete financial statements. These 
unaudited condensed consolidated financial statements should be read in conjunction with our consolidated financial statements as of, 
and for the fiscal year ended December 31, 2014, included in our Annual Report on Form 10-K for the fiscal year ended December 31, 
2014. In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain all 
adjustments, which are all of a normal and recurring nature, necessary for a fair presentation of the results of the interim periods. 
Additionally, we evaluated subsequent events after the balance sheet date of September 30, 2015 through the financial statements 
issuance date. The results of operations for the nine-months ended September 30, 2015 are not necessarily indicative of the results for 
the entire year ending December 31, 2015, or for any other future interim or annual periods.  

Our consolidated financial statements have been prepared on a going-concern basis, which contemplates the realization of assets 
and the satisfaction of liabilities in the normal course of business.  As of September 30, 2015, we had a working capital deficit due to 
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preferred stock, $0.01 par value per share (the “Series C preferred stock”). Each share of Series C preferred stock is convertible at the 
option of the holder into two fully paid and non-assessable shares of the Class A common stock. The shares of Series C preferred 
stock issued at the closing of the CBS Radio Merger are convertible into 760,000 shares of Class A common stock, subject to certain 
adjustments. In connection with the CBS Radio Merger, we also entered into a registration rights agreement with CBS Radio, pursuant 
to which CBS Radio may instruct us to file up to three registration statements, on a best efforts basis, with the SEC, providing for the 
registration for resale of the Class A common stock issuable upon conversion of the Series C preferred stock.  

We are required to pay holders of Series C preferred stock dividends on parity with our Class A common stock and Class B 
common stock, and each other class or series of our capital stock created after December 23, 2004.  

(b) Class A and B Common Stock 
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3. Basic and Diluted Net Loss Per Common Share 
 

Basic net loss per common share was computed by dividing net loss applicable to common stockholders by the weighted 
average number of shares of common stock and convertible preferred stock outstanding for each period presented, using the “if 
converted” method. Diluted net loss per common share is computed by giving effect to common stock equivalents as if they were 
outstanding for the entire period.  

The following is a reconciliation of the shares used in the computation of basic and diluted net loss per share for the three- and 
nine-month periods ended September 30, 2015 and 2014 (in thousands):  
 
  Three-Months Ended     Nine-Months Ended   
  September 30,     September 30,   
  2015     2014     2015     2014   
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5. Income Taxes  

We are calculating our effective income tax rate using a year-to-date income tax calculation, with the exception of one of our 
Puerto Rico subsidiaries for which we calculate the income tax expense based on our projected effective tax rate. In assessing the 
realizability of the deferred tax assets, management considers whether it is more likely than not that some portion or the entire 
deferred tax assets will not be realized. The ultimate realization of the deferred tax assets is dependant upon the generation of future 
taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled 
reversal of deferred tax assets, projected future taxable income, and tax planning strategies in making this assessment. Due to an 
unexpected operating loss reported in Q3 2015, management decided to revise its projections used to determine the realizability of the 
deferred tax asset on the net operating loss carryforward (NOL DTA). Based upon the projections for future net operating losses over 
the periods in which the NOL DTAs are expected to be realizable, management believes it is more likely than not that SBS of Puerto 
Rico, Inc. will not realize such deferred tax assets at September 30, 2015. Accordingly, an increase in the
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Triggering Event was in effect at all times after April 15, 2010), Count II (which alleges that SBS breached the Certificate of 
Designations by incurring indebtedness in 2011 and 2012) and Count IV (which alleges that SBS breached the implied covenant of 
good faith and fair dealing by deferring certain dividends) of the complaint.  The stay has since been lifted.  On June 27, 2014, the 
Court denied our motion to dismiss Count III (which alleges that SBS breached the Certificate of Designations by failing to redeem all 
of the Series B preferred stock on October 15, 2013) of the complaint.  A hearing on our motion to dismiss Counts I, II and IV of the 
complaint was held on February 10, 2015, and on May 19, 2015, the Court granted our motion to dismiss Counts I, II and IV of the 
complaint.   

We deny the allegations contained in the complaint and, to the contrary, assert that we have been and continue to be in full and 
complete compliance with all of our obligations under the Certificate of Designations, as fully disclosed in our public filings dating 
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Redemption Date and Subsequent Accounting Treatment of the Preferred Stock  
Prior to October 15, 2013, the Series B preferred stock was considered “conditionally redeemable” because the redemption of 

the shares of Series B preferred stock was contingent on the Series B preferred stockholders requesting that their Series B preferred 
stock be repurchased on October 15, 2013. On October 15, 2013, almost all of the holders of the Series B preferred stock requested 
that we repurchase their shares of Series B preferred stock. As a result of their request, we assessed and determined that, under 
applicable accounting principles, the concon
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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 
largest Hispanic populations and are also the largest and second largest radio markets in the United States measured by advertising 
revenue, respectively. We format the programming of each of our radio stations to capture a substantial share of the Hispanic audience 
in their respective markets. The U.S. Hispanic population is diverse, consisting of numerous identifiable ethnic groups from many 
different countries of origin, and each ethnic group has its own musical and cultural heritage. Since the music, culture, customs and 
Spanish dialects vary from one radio market to another, we strive to maintain familiarity with the musical tastes and preferences of 
each of the various Hispanic ethnic groups. To accommodate and monetize such diversity, we customize our programming to match 
the local preferences of our target demographic audience in each market we serve. In addition to our owned and operated radio 
stations, we have our AIRE Radio Network with over 103 affiliate radio stations serving over 35 of the top U.S. Hispanic markets, 
including 19 of the top 20 Hispanic markets.  AIRE Radio Network currently covers 88% of the coveted U.S. Hispanic market.  Our 
AIRE Radio Network reaches over 13.5 million listeners in an average week with our targeted networks.  For the nine-months ended 
September 30, 2015 and 2014, our radio revenue was generated primarily from the sale of local, national and network advertising, and 
our radio segment generated 91% and 89% of our consolidated net revenue, respectively.  

Our television stations and related affiliates operate under the 

http://www.lamusica.com/
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agent in these transactions. For the nine-months ended September 30, 2015 and 2014, national revenue comprised 1
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rating services, advertising, barter expenses, facilities expenses, special events expenses, professional fees, insurance, 
allowance for doubtful accounts, affiliate station compensation and other expenses. 

 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 September 30, 2015 and 2014  
The following summary table presents financial data for each of our operating segments (in thousands):  

 
  Three-Months Ended   
  September 30,   
  2015     2014   
Net revenue:               

Radio .....................................................................................................  $ 33,476       32,713   
Television .............................................................................................    2,905       3,565   

Consolidated ....................................................................................  $ 36,381       36,278   
Engineering and programming expenses:               

Radio .....................................................................................................  $ 5,551       5,508   
Television .............................................................................................    1,942       2,398   

Consolidated ....................................................................................  $ 7,493       7,906   
Selling, general and administrative expenses: 
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The following summary table presents a comparison of our results of operations for the three-months ended September 30, 2015 
and 2014 (in thousands). Various fluctuations in our results are discussed below. This section should be read in conjunction with our 
unaudited condensed consolidated financial statements and notes.  
 

  Three-Months Ended   
  September 30,   
  2015     2014   

Net revenue $ 36,381     
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Income Tax Expense  
The increase in income tax expense of $3.7 million was primarily a result of the tax amortization on some of our indefinite-lived 

intangible assets that do not have any valuation allowances and recording a valuation allowance on a deferred tax asset related to one 
of our Puerto Rico subsidiaries that was not previously fully valued. 

Net Loss  
The increase in net loss was primarily due to the increase in income tax expense, which was offset by the increase in operating 

income.   
 
Comparison Analysis of the Operating Results for the Nine-Months Ended September 30, 2015 and 2014 

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

 
  Nine-Months Ended   
  September 30,   
  2015     2014   
Net revenue:               

Radio $ 97,195       98,177   
Television   9,428       11,767   

Consolidated $ 106,623       109,944   
Engineering and programming expenses:               

Radio $ 17,113       15,938   
Television   5,984       7,054   

Consolidated $ 23,097       22,992   
Selling, general and administrative expenses:                
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The following summary table presents a comparison of our results of operations for the nine-months ended September 30, 
2015 and 2014 (in thousands). Various fluctuations in our results are discussed below. This section should be read in conjunction with 
our unaudited condensed consolidated financial statements and notes. 

 
  Nine-Months Ended   
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Operating Income  
The increase in operating income of $0.5 million or 2% was mainly due to the decrease in operating expenses, which were offset 

by the decrease of revenues, the impairment of our FCC broadcasting license, and the prior period recognition of gains on the disposal 
of assets. 

Income Tax Expense 
The increase in income tax expense of $6.3 million was primarily a result of the tax amortization on some of our indefinite-lived 

intangible assets that do not have any valuation allowances and recording a valuation allowance on a deferred tax asset related to one 
of our Puerto Rico subsidiaries that was not previously fully valued. 

Net Loss  
 

The increase in net loss was primarily due to the increase in income tax expense. 
 
Liquidity and Capital Resources  

On October 
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 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 
being able to execute this strategy.  
 
12.5% senior secured notes due 2017  

On February 7, 2012 we closed our offering of $275 million in aggregate principal amount of 12.5% senior secured notes due 
2017 (the “Notes”) at an issue price of 97% of the principal amount. The Notes were offered solely by means of a private placement 
either to qualified institutional buyers in the United States pursuant to Rule 144A under the Securities Act, or to certain persons 
outside the United States pursuant to Regulation S under the Securities Act. We used the net proceeds from the 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.  

Interest  

The Notes accrue interest at a rate of 12.5% per year. Interest on the Notes is paid semi-annually on each April 15 and 
October 15 (the “Interest Payment Date”), commencing on April 15, 2012. After April 15, 2013, interest will accrue at a rate of 
12.5% per annum on (i) the original amount of the Notes plus (ii) any Additional Interest (as defined below) payable but unpaid in any 
prior interest period, payable in cash on each Interest Payment Date. Further, beginning on the Interest Payment Date occurring on 
April 15, 2013, additional interest will be payable at a rate of 2.00% per annum (the “Additional Interest”) on (i) the original principal 
amount of the Notes plus (ii) any amount of Additional Interest payable but unpaid in any prior interest period, to be paid in cash, at 
our election, (x) on the applicable Interest Payment Date or (y) on the earliest of the maturity date of the Notes, any acceleration of the 
Notes and any redemption of the Notes; provided that no Additional Interest will be payable on any Interest Payment Date if, for the 
applicable fiscal period, either (a) P
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senior to all of the Company’s and the guarantors’ existing and future unsecured indebtedness to the extent of the value of the 
collateral.  

The Indenture permits us, under specified circumstances, to incur additional debt; however, the occurrence and continuance of 
the Voting Rights Triggering Event (as defined in note 11 to the unaudited condensed consolidated financial statements
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Summary of Capital Resources  
The following summary table presents a comparison of our capital resources for the nine-months ended September 30, 2015 and 

2014, 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.  
 

  Nine-Months Ended           
  September 30,     Change   
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NASDAQ Listing 
 
On December 19, 2014, we received a written notice from The Nasdaq Stock Market (“NASDAQ”), advising us that the market 

value of our Class A common stock for the previous 30 consecutive business days had fallen below the $15,000,000 minimum market 
value of publicly held shares (“MVPHS”), required for continued listing on the NASDAQ Global Market pursuant to NASDAQ 
Listing Rule 5450(b)(2)(C) (the “Rule”).  As of March 17, 2015, we had regained compliance with the Rule.   

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 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. Upon adoption of the guidance, the Company will present debt issuance costs as a deduction 
from the long-term debt in the balance sheet. Debt issuance costs totaled $5.3 million as of September 30, 2015. 

 
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.  We are currently evaluating the impact, if any, that this new standard will have on 
our financial position and results of operations. 

 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers.  This new standard provides 
gu
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Item 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.  
 

Management is in the process of reviewing and, as necessary, revising its policies and procedures with respect to controls over 
the review and verification of the accuracy of the calculation of the provision for income taxes to ensure that all reasonable steps will 
be taken to correct this material weakness. As part of this process, management expects to enhance the precision of existing controls. 
The deficiency will not be considered remediated until internal controls are operational for a period of time and tested, and 
management concludes that the controls are operating effectively.  

 

Changes In Internal Control Over Financial Reporting. Except for the material weakness described above, t
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back to 2009. Accordingly, we believe that the complaint’s allegations are frivolous and wholly without merit and intend to contest 
such allegations vigorously. 
 
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 
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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:
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EXHIBIT INDEX  
  

Exhibit 
Number  


