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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washingtoen, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended December 31, 2001

Commission File Number: 001-12223

UNIVISION COMMUNICATIONS INC.

Incorporated in Delaware
LR.S. Employer 1dentification Number: 95-4398884

1999 Avenue of the Stars, Suite 3050
Los Angeles, California 90067
Tel: (310) 556-7676

Securities registered pursuant to Section 12 (b) of the Act:

Name of Each Exchange
Title of Each Class on which Registered
Class A Common Stock, Par Value $.01 New York Stock Exchange

Securities registered pursuant to Section 12 (g) of the Act: None

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 Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required
to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES NO O.

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by
reference in Part I1I of this Form 10-K or any amendment to this Form 10-K. TJ

There were 141,432,737 shares of Class A Common Stock, $.01 par value, outstanding as of February 14, 2002. The

hitp://www.sec.gov/Archives/edgar/data/1017008/000091205702012377/a2067358210-k.ht... 9/22/2002
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management fee to the Company will be approximately $500,000 per year. In addition, the Company entered into an option
agreement that expires on December 31, 2004 to acquire these stations for $190,000,000, The purchase price will be reduced
if certain earnings targets are met during the period prior to the expiration of the option agreement.

F-35

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockholders
Entravision Communications Corporation
Santa Monica, California

We have audited the accompanying consolidated balance sheets of Entravision Communications Corporation and
subsidiaries as of December 31, 2001 and 2000, and the related consolidated statements of operations, equity and cash flows
for each of the three years in the period ended December 31, 2001. These financial statements are the responsibility of the
Company’s management. Qur responsibility is lo express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting principlies
used and significant estimates made by management, as well as evaluating the overal! financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Entravision Communications Corporation and subsidiaries as of December 31, 2001 and 2000, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2001 in
conformity with accounting principles generally accepted in the United States of America.

/sf MCGLADREY & PULLEN, LLP

Pasadena, California
February 8§, 2002

F-36

ENTRAVISION COMMUNICATIONS CORPORATION
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

December 31,
2001 2000
ASSETS
Current assets

Cash and cash equivalents 3 19013 § 69,224
Receivables:

Trade, net of allowance for doubtful accounts of 2001 $4,851; 2000 $5,966 (including amounts due from

Univision of 2001 $599; 2000 %0) 44,143 38,274

http://www.sec.gov/Archives/edgar/data/1017008/000091205702012377/a2067358z10-k.ht... 9/22/2002
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Prepaid expenses and other current assets (including amounts from related parties of 2001 $1,189; 2006 $273) 6,308 3,31
Deferred taxes 4,487 11,244
Total current assets 73,951 122,053
Property and equipment, net 181,135 169,289
Iniangible assets, net 1,268,351 1,255,386
Other assets, including amounts due from related parties of 2001 $322; 2000 $562 and deposits on acquisitions of 2001
$431; 2000 $2,689 12,080 13,765
$ 1,535,517 $ 1,560,493

LIABILITIES, MANDATORILY REDEEMABLE PREFERRED STOCK
AND STOCKHOLDERS' EQUITY

Current liabilities
Current maturities of long-term debt $ 3341 0§ 2452
Advances payable, related parties 118 201
Accounts payable and accrued expenses (including related parties of 2001 $1,6%9; 2000 $711 which includes
amounts due to Univision 2001 $1,145; 2000 $362) 25,210 30,274
Total current liabilities 28,669 32,927
Notes payable, less current maturities 249,428 252,495
Other long-term liabilities 2313 6,672
Deferred taxes 176,992 132,419
Total liabilities 457,402 424,513

Commitments and Contingencies
Series A mandatorily redeemable convertible preferved stock, $0.0001 par value, 11,000,000 shares authorized; shares
issued and outstanding 2001 and 2000 5,865,102 (liquidation value 2001 $100,970; 2000 $93,060) 90,720 80,603

Stockholders' equity

Preferred stock, $0.0001 par value, 39,000,000 shares authorized, none issued and outstanding — —
Class A common stock, $0.0001 par value, 260,000,000 shares authorized; shares issued and outstanding 2001

66,147,794, 2000 65,626,063 7 7

Class B common stock, $0.0001 par value, 40,000,000 shares authorized; shares issued and outstanding 2001 and

2000 27,678,533 3 3

Class C common stock, $0.0001 par value, 25,000,000 shares authorized; shares issued and outstanding 2001 and

2000 21,983,392 2 2

Additional paid-in capital 1,097,617 1,092,865

Deferred compensation (3.175) (5,745)

Accumulated deficit (107,059 (31,147
987,395 1,055,985

Less stock subscription notes receivable — (608)

Treasury stock, Class A commen stock, $.0001 par value 2001, 3,684 shares; 2000 none — —
Total stockholders’ equity 987395 1,055,377

$ 1,535517 8§ 1,560,493
P A —

See Notes to Consolidated Financial Statements

F-37

ENTRAVISION COMMUNICATIONS CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

http://www.sec.gov/Archives/edgar/data/1017008/000091205702012377/a2067358z10-k.ht... 9/22/2002
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(In thousands, except share, per share and per L.L.C. membership unit data)

Net revenue (including amounts from Univision of $1,519, $4,338 and $2,748)

Expenses:

Direct operating expenses (including related parties national representation fees

of $5,555, $4,145 and $3,149; which includes amounts to Univision of $5,001,
$4.145 and $3,149)

Selling, general and administrative expenses (excluding non-cash stock-based
compensation of $3,243, $5,822 and $29,143)

Corporate expenses {including related parties of $210, $527 and $522)
Non-cash stock-based compensation

Depreciation and amortization

Operating loss
Interest expense (including amounts to Univision of $0, $3.645 and $701)
Non-cash inferest expense relating to related-party beneficial conversion options
Gain ou sale of media properties
Interest income

Loss before income taxes
Income tax benefit

Net loss before equity in earnings of nonconsolidated affiliates
Equity in net income (loss) of nonconselidated affiliates

Net loss

Accretion of preferred stock redemption value

Net loss applicable to common stock

Loss per share, basic and diluted

Weighted average common shares outstanding, basic and diluted

Pro forma:

Provision for income tax benefit

Net loss

Per share data:
Net loss per share, basic and diluted

Weighted average common shares outstanding, basic and diluted

Loss per L.1.C. membership unit

http://www.sec.gov/Archives/edgar/data/1017008/000091205702012377/a2067358z10-k.ht... 9/22/2002

Years Ended Decemjber 31,
2001 2000 1999

3 208908 3 154,021 § 58,999

100,347 60,987 24,441

42,485 36,600 1,611

15,636 12,741 5,809

3243 5,822 29,143

120,017 69,238 15,982

281,728 185,388 26,986

(72,820 (31,367 (27,987

(22,265) (29,834) (9,690)

— (39,677} (2.500)

4,977 — _

1,287 5918 99

(88,821) (94,960) (40,078)

22,999 2,934 121

(65,822) (92,026) (39.957)

27 (214) _

(65,795) (92,240) (39.957)
10,117 2,449

L]
$ (75912) $ (94,689)
A P
$ 0.66) § (0.27)
MR AR
115,223,005 115,287,988
LB ]

5,504 2,459

$ (86,336) 3 (37.579)

s ]

$ (134) $ (1.16)

A

66,451,637 32,402 378

E 3N ]

$ (31.04) $ (19.12)

A —
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» UNITED STATES DISTRICT COURT
i SOUTHERN DISTRICT OF FLORIDA
l

MIAMI DIVISION
SPANISH BROADCAS#ING )
SYSTEM, INC,, | )
{ )
; )
Plaintiff, | )
: )
v. ' )
i ) Case No.: 02-21755-CIV-SEITZ
CLEAR CHANNEL | )
COMMUNICATIONS, INC,, ) JURY TRIAL DEMANDED
and HISPANIC BROADLASTING } e Y
CORPORATION, ) Va2
) S
Defendants. ) S \\
, ) st T
! 9T = \
i AMENDED COMPLAINT S
| - 1

o

R
COMES NOW *‘laintiff Spanish Broadcasting System, Inc., and for its Amended’

!
Complaint against Defenhams Clear Channel Communications, Inc. and Hispanic Broadcasting

. !
Corporation, states: {
i
|

THE PARTIES

I. Plainuff SLmnish Broadcasung System, Inc. (*SBS”) is a corporation existing
under the laws of Delawa’re, with its principal place of business in Coconut Grove, Florida.
2. Defendanrg Clear Channel Communications, Ine. ("CC”) is a corporation existng

under the laws of Delawal;e, with its principal place of business in San Antonio, Texas.

3. DefendantjHispanic Broadcasting Corporation (“HBC™) 1s a corporation existing
under the laws of Delawate, with its principal place of business in Dallas, Texas. On
informarion and belief, si{\cc its formation on February 14, 1997, ar least 26% of the capiral stock

of HBC (including 100% iof the Class B shares) has been owned by CC.

|
i
l
|
i
|
i
t
|
t
§
|



JURISDICTION AND VENUE

4, This Couft has junsdiction over the action pursuant 1o 28 IJ.S5.C. § 1331 and §

. — T

1337, because it is an acﬂion brought, inzer alia, under the antigust laws of the United Stares.

5. This Cou:}t has supplemental jurisdiction pursuant to 28 U.S.C. § 1367 over other
claims that are so related 1o claims in the action within the original jurisdiction of the Court that
they form part of the sau',e case Or CONTrOVersy.

6. Venue 1s q:)roper in this District pursuant to 28 U.S.C. § 1391 becanse a substantial
part of the events or omi%sions giving rise to the claims occurred in this District.

|  DEFENDANTS’ PREDATORY CONDUCT

7. Defendant CC, by far the largest radio company 1 the United States with over
1,200 stations in over 30@') markets, understands its dominance of the radio industry. CC’s web
site, withour any undue [ pdesty, describes CC’s role in the induswy as follows: “Clear Channel
is radio.” (Emphasis in e‘rigina].)

8. Defenda:it HBC is the largest Spanish-language radio owner/operator in the
Continental United St&te% with 5§ stations serving 14 markets. Defendant CC owns 26% of the
Class A shares (includin, r 100% of the Class B shares) of Defendant HBC.

9, Plaintiff jpS is the country’s largest independent Hispanic-owned radio operator,
with 14 stations in 7 mar*cts in the Continental United Stares.

10.  Thetwp lé markets in the Continental Unired Srates with the largest Hispanic
population are Los Angeies, New York, Miami, Chicago, Houston, San Francisca, Dallas, San
Anronio, Phoenix, and Bxiownsville. SBS currently operates radio stations in all of those markets

except for Houston, Phoerlix and Brownsville. HBC currently operates radio starions in all of

those markets. {

[
11.  SBS and HBC are the leading companies in the operation of Spanish-language

) ] ) !
radio stations in those maerts.

|
|
| 2
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12. SBS was{founded in 1983. HBC resulied from the 1997 merger of two

predecessor Spanish-lan Tuage radio companies (Hefiel Broadcastng Corparation — owned by

CC — and Tichenor Medja System, Inc.). SBS and HBC have expanded rapidly in the past few

years. That growth has ;rara]lcled the recent rapid growth of the Hispanic population in the
Unured Startes. !

13. In order 1p grow at thar pace, SBS has been required 1o raise capital through
public debt and equity offerings. Because radio stations may operarte in the United States only if
they hold licenses from the Federal Communications Commission (“FCC™), and because most of
the imited number of lic;pnses for FM starions in the 1op 10 Spanish-language radio markets
were long ago licensed 19 English-language stations, whuch only infrequently are offered for sale,
the growth of SBS has btfen limited by its ability to raise enough capital to acquire stanons if and
when they become av ail%ble for sale.

14. In contras& to SBS, HBC has benefited from the financial resources and markert
supremacy of its parent d[\C. Throughourt the pasr six years, the broadcasting investment industry
has referred in glowing t(fnns 1o the many “benefits” available 1o HBC as a result of its
relatuonship with its corpl:)rare parent CC as HBC’s “halo™ (or the “CC halo effect”). For
example, even before Hdc was created m early 1997, CC assigned 1o Heftel the $10 million
option to acquire KSCA—FM in Los Angeles thar it misappropriated from SBS (see Para. 23.a.,
infra), and CC loaned $4? million to Tichenor Media to enahle it to purchase two FM radio
stations in northern Califorma.

15.  HBC has dlso leveraged its relationship with CC (and the possibility that CC
would shift 1o HBC's outFide auditors) 1o get reduced audir fees from its ourside anditors. More
recently, HBC benefited {rom a favorable valuanon for its stations by using the same valuarion
consultant as CC, tﬁereby enablmg HBC o avoid the writedowns required by SFAS 142 that
most similarly situated radio broadcasning companies recently took.

16.  Since it began in 1996 to work on the formation of HBC, CC has both

independently and togeth%:r with HBC taken anti-competitive actions to adversely affect SBS —

|

|
i
i
|
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HBC’s principal compeﬁitor — and prevent SBS from competing on a level playing field with
I
|

HEC.

17. CC'’s intdntions were clear and unambiguous from the start. As CC’s Chairman

and Chief Execurive quicer L. Lowry Mays stated on July 9, 1996, ““We went forward for the
tender offer for Heftel bésed on a strong behef in Spanish-language radio and the fact that we
were uniquely pOSitioncél 1o consolidare the business. We view the merger of Heftel and
Tichenor Media System 'Fs the most essential step in the process of consolidating the Spanish-
language radio industry.}

18. CCrook lihose anti-competitive steps after it was unsuccessful in making SBS the
third leg of CC’s mcrgeribetwecn Hefiel and Tichenor Media. On August 22, 1996 (only six
weeks after the Hefiel-Tichenor Media merger documents were signed), CC’s L. Lowry Mays
and HBC’s Chairman anfi Chief Executive Officer McHenry Tichenor, Ir. sought and held a
meeting with Raul Alarc*m, Ir. (Chairman, President and Chief Executive Officer of SBS) and
SBS Antorney Jason Shn'insky as part of an unsuccessful effort by CC and/or HBC 1o acquire
SBS before SBS becarnella public company.

19. CC and }#BC continued their efforts 10 acquire SBS in late October 1996, when
Randall Mays (Executiv:i Vice President and Chief Financial Officer of CC and the son of CC’s
founder and Chairman arjd Chief Executive Officer Lowry Mays) scheduled a meeting with
Shrinsky of SBS, durin:L media conference they both artended, to discuss CC’s continuing
INIerest 1n acquiring SBSi for HBC. Mays suggested to Shnnsky at that meeting that HBC
wanted 1o buy SBS at a [ nsiderably lower price than that previously discussed. Afier Shrinsky
told Mays that such a prlosal was not a basis for discussion, Mays told Shrinsky that if SBS did
not accept CC’s offer, C¢ “will ultirnately buy SBS on the bankrupicy court steps.”

20. Dunng Dﬁl’fccmber 1996, after CC had acquired Heftel and while the merger of
Hefrel and Tichenor was | ending, CC took the first of many steps in realizing Mays’ threat and
succeeded in injuning SBE by inducing Katz Hispanic Media 1o breach us long-term contract as

SBS’ national sales reprekentative in order to become HBC’s national sales representative. {As a

!
|
\



|
result of CC’s August 3({), 2000, merger with AMFM Radio, Inc. (*“AMFM”), CC acquired

ownership of Karz Medi}a Group, the largest media representation firm in the United States and
the parent of Karz Hispa#;ic Media. On February 28, 2002, HBC and Katz Hispanic Media
announced that they had% formed a jomnt marketing organization - HBC Sales Integration, Inc.)
21.  Since beipg rebuffed in their various efforts through the years 1o acquire SBS,
Defendants CC and HB( have continued to interfere with SBS” artempts to raise capital to
finance its acquisition of stations. Among the wrongful acts in which CC and HBC have
engaged are the followir{g:
a. Op beginning work on its iminial public offering (“IPO”) in May 1999,

SBS selected Lehman Btathers ("Lehman™) as sole lead manager and selecred Merrill Lynch,

BT Alex Brown ("BTAB”) and CIBC 1o be the co-managers of SBS’ IPO.

b. 1n! late June or early July of 1999, when the IPO was being readied for the
marke1, Randall Mays cz‘lled Elizabeth Saun (8 Managing Director of Lehman who was working
on the SBS IPO). In no uncertain terms, Randall Mays told Satin not 1o go ahead with the SBS
IPO because Alarcon was a drug user and/or drug wafficker. When Satin asked Mays why he

was focusing exclu.siwel){i on SBS and not on other Spanish-language radio competitors (such as

|

notion that HBC had othl'Fr competitors and also told Satin that SBS was “the only real

Radio Unica, which was also launching an IPQ ar thar same time), Randall Mays dismissed the

competitor 1o HBC” in tjc Spamish-language radio marker. Mays’ unexpected and disparaging
concerned call from Satin 1o Shrinsky inquiring whether Mays®

i
assertions were true. Shl}insky had 1o ravel to New York to meet with Satin and Roman

allegations precipitated
Marnnez of Lehman, Sh}rinsky told them that he had known and worked with the Alarcon family

invesrigate the allegations. Lehman did so and found them without ment, and the IPO of SBS

for many years, represerjfcd that there was no truth in the allegarions, and urged Lebman to
proceeded. l
c. When BTAB was being considered for the SBS [PO underwniting

|
syndicate, Alarcon had iTuired whether BTAB’s angoing work for CC/HBC consrtiturted a

| 5
|
|
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conflict and had been a#sured by Jeff Amling of BTAB (now co-head of the Global Media

Investment Banking Gr+up of BTAB’s successor Dentsche Bank) that it did not. SBS then
selected BTAR instead Ti)f alternative co-manager candidates (including Goldman Sachs and
Salomon Brothers) and BTAB officially joined the SBS IPO underwriting syndicare.

d. owever, a few weeks later (in late July or early August of 1999), Jeff
Amling and Drew March of BTAB called Alarcon and Joseph Garcia (the Executive Vice
President and Chief Fin+ncia1 Officer of SBS). Amling was emotional and livid in describing 10
Alarcon and Garcia a tejephone call he had received from Randall Mays, who made it clear 1o
Amling that BTAB coulFl not participate in the SBS PO without endangering its $30 million n
annual fees from CC a.m# HBC. Amling stated that as a result of Randall Mays’ threats, BTAB
was left wirth no choice Tpt to withdraw from its IPO work for SBS, leaving only Lehman,
Mermll and CIBC in tbc-iSBS underwriting syndicare. Roman Marunez, who led Lehman
Brothers® work on the SFS {PO, rold Alarcon that in his 30 years in the invesmmenr banking
business, he had never SLEn a firm agree to panticipate as a lead underwriter, come to due
diligence meeungs and t})en back our at the request of a competitor of the offeror. In fact, prior
to Randall Mays’ call, BITAB had acuvely sought participarion in the SBS [PO, was excired at
the prospect of joining the underwnnng syndicare, and had acted as an established leader in radio
sector public offenngs 1rr seeking to be included in the SBS IPO syndicate. One call from
Randall Mays, reminding Amling of CC’s financial swranglehold on BTAB’s media group, was
enough 10 unhook BTAé from 11s commitment to parnicipate in the 1PO of an HBC competitor
and to cause BTAB 10 a%t against what -- absent Mays’ threat -- was in BTAB’s own best
Interesys. F

e. ()i August 13, 1999, in an attempt 1o cause CC and HBC to cease their
anti-competitive behavigr and allow the SBS IPO to proceed, Alarcon sent Lowry Mays of CC
and Tichenor of HBC 3 Jetter complaining about the wrongful actions rthen known to have been

taken by Randall Mays 4nd perhaps others on behalf of HBC and CC 1o prevent SBS from

realizing its IPO. Alarcgn’s letter was dismissed and never answered by either CC or HBC.




b

Despue Alarcon’s wringn protest, which included specific instances of wrongdoing by CC and

HBC that, if left uncomdcted, could lead 1o litigation, CC and HBC continued their acrions
|
against SBS.

22.  Because FC and HBC were unable 1o prevent SBS’ IPO, Defendants thereafter
took steps 1o depress the prnice of SBS stock in order 1o achieve several goals, including making it
more difficult for SBS 14 raise addirional financing and compete vigorously with HBC and to
lower the price that HBE and CC would have 10 pay to achieve what had always been their
ulrimase goal - the acquisition of SBS and its elimination as a competitive threar 1o HBC’s
dominance of the top lOimarkets for Spanish-language radio. Among the wrongful acts 1n which
CC and HBC have engaged are the following:

a. Ct” and HBC sought to limit or eliminate coverage of SBS stock by
leading securities analysTS. For example:

I ? Although Drew Marcus of BTABR, a leading radio analyst, had
promised Alarcon in the felephone call in which BTAB withdrew from the underwriting
syndicate that he would J'nake 11 up to SBS by covering the SBS stock, the promised coverage has
never matenalized. On ilnformation and belief, thar failure of coverage resulted from the
continuing concern of BTAB that CC and/or HBC would act on their threar of economic
retaliation. Just before I\Fa.rcus introduced SBS’ representatives Alarcon and Joseph Garcia 1o
speak on June 4, 2002 at;Deutsche Bank’s 10™ Annual Media Conference in New York City, he
responded 1o Alarcon’s il uiry as to when Marcus would commence coverage of SBS by saying,
“Raul, as you know, it's peen polirical.”

11.' During the S8S 1PO, Lehman’s broadeasting analyst (Tim
Wallace) atended due dil}igence meetings in anticipation of and preparauon for contemplated
coverage of SBS. Lehm?n had persuaded SBS that Lehman should be the lead manager, among
other factors, because of 'Wallace‘s importance as a radio analyst. In the Summer of 1999,

however, Wallace left L+1mm 1o jomn Bank of America, which was given a prominent role in a

November 1999 $249 mihlion equity offering for HBC. Bank of America had no previous

|
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