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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[ x ] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2006
OR

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

For the transition period from                      to
Commission file number 0-14691

WESTWOOD ONE, INC.
(Exact name of registrant as specified in its charter)

Delaware 95-3980449
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

40 West 57th Street, 5th Floor, New York, NY 10019
(Address of principal executive offices) (Zip Code)

(212) 641-2000
(Registrant�s telephone number, including area code)

     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 [ x ] No
[   ]
     Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non- accelerated
filer. See definition of �accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act (Check one):
Large Accelerated
Filer [   ]     Accelerated Filer [ x ]    Non-Accelerated Filer [   ]
     Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes [   ] No [ x ]
Number of shares of stock outstanding at August 4, 2006 (excluding treasury shares):
Common Stock, par value $.01 per share � 86,268,401 shares
Class B Stock, par value $.01 per share � 291,796 shares
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PART I. FINANCIAL INFORMATION
WESTWOOD ONE, INC.

CONSOLIDATED BALANCE SHEETS
(unaudited)

(In thousands, except share amounts)

June 30, December 31,
2006 2005

(Restated)
ASSETS

CURRENT ASSETS:
Cash and cash equivalents $ 9,342 $ 10,399
Accounts receivable, net of allowance for doubtful accounts of $3,746
(2006) and $3,896 (2005) 118,647 135,184
Prepaid taxes 5,951 �
Prepaid and other assets 19,824 26,662

Total Current Assets 153,764 172,245
PROPERTY AND EQUIPMENT, NET 39,083 41,166
GOODWILL 982,219 982,219
INTANGIBLE ASSETS, NET 4,696 5,007
OTHER ASSETS 31,100 39,009

TOTAL ASSETS $1,210,862 $ 1,239,646

LIABILITIES AND SHAREHOLDERS� EQUITY

CURRENT LIABILITIES:
Accounts payable $ 17,668 $ 15,044
Amounts payable to related parties 22,372 21,192
Deferred revenue 7,960 9,086
Income taxes payable � 21,861
Accrued expenses and other liabilities 48,946 32,968

Total Current Liabilities 96,946 100,151
LONG-TERM DEBT 413,985 427,514
OTHER LIABILITIES 8,023 7,952

TOTAL LIABILITIES 518,954 535,617

COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS� EQUITY
Preferred stock: authorized 10,000,000 shares, none outstanding � �
Common stock, $.01 par value: authorized, 252,751,250 shares; issued and
outstanding, 86,268,401 (2006) and 86,673,821 (2005) 860 867
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Class B stock, $.01 par value: authorized, 3,000,000 shares; issued and
outstanding, 291,796 (2006 and 2005) 3 3
Additional paid-in capital 292,020 300,419
Unrealized gain on available for sale securities 4,905 �
Accumulated earnings 394,120 402,740

TOTAL SHAREHOLDERS� EQUITY 691,908 704,029

TOTAL LIABILITIES AND SHAREHOLDERS� EQUITY $1,210,862 $ 1,239,646

See accompanying notes to consolidated financial statements
3
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WESTWOOD ONE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(In thousands, except per share amounts)

Three Months Ended Six Months Ended
June 30, June 30,

2006 2005 2006 2005
(Restated) (Restated)

NET REVENUES $ 129,162 $ 141,837 $ 249,934 $ 275,919

Operating Costs (includes related party expenses of
$20,348 ,$20,564, $41,737 and $42,009,
respectively) 92,509 94,149 203,319 193,389

Depreciation and Amortization (includes related
party warrant amortization of $2,427, $2,427, $4,854
and $4,854, respectively) 5,063 5,147 10,185 10,403

Corporate General and Administrative Expenses
(includes related party expenses of $826, $789,
$1,614 and $1,548, respectively) 4,873 3,854 9,853 7,615

102,445 103,150 223,357 211,407

OPERATING INCOME 26,717 38,687 26,577 64,512
Interest Expense 6,504 4,075 12,492 7,786
Other (Income) Expense (126) (126) (235) (186)

INCOME BEFORE INCOME TAXES 20,339 34,738 14,320 56,912
INCOME TAXES 8,169 13,274 5,677 21,604

NET INCOME $ 12,170 $ 21,464 $ 8,643 $ 35,308

EARNINGS PER SHARE:
BASIC $ 0.14 $ 0.23 $ 0.10 $ 0.38

DILUTED $ 0.14 $ 0.23 $ 0.10 $ 0.38

WEIGHTED AVERAGE SHARES
OUTSTANDING:
BASIC 86,246 91,829 87,819 92,756

DILUTED 86,256 92,247 87,852 92,899
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See accompanying notes to consolidated financial statements
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WESTWOOD ONE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(In thousands)

Six Months Ended
June 30,

2006 2005
(Restated)

CASH FLOW FROM OPERATING ACTIVITIES:
Net income $ 8,643 $ 35,308
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 10,185 10,403
Deferred taxes 1,819 (2,086)
Non-cash stock compensation 6,497 6,092
Amortization of deferred financing costs 167 167

27,311 49,884

Changes in assets and liabilities:
Accounts receivable 16,537 6,583
Prepaid and other assets 8,736 (3,913)
Deferred revenue (1,126) (1,452)
Income taxes payable and prepaid income taxes (27,812) 10,052
Accounts payable and accrued expenses and other liabilities 5,043 4,434
Amounts payable to related parties 1,180 2,239

Net Cash Provided By Operating Activities 29,869 67,827

CASH FLOW FROM INVESTING ACTIVITIES:
Capital expenditures (2,660) (1,642)
Acquisition of companies and other 75 (204)

Net Cash Used in Investing Activities (2,585) (1,846)

CASH FLOW FROM FINANCING ACTIVITIES:
Issuance of common stock 302 2,275
Borrowings under bank and other long-term obligations 10,000 65,000
Debt repayments and payments of capital lease obligations (10,336) (35,316)
Dividend payments (17,263) (9,171)
Repurchase of common stock (11,044) (80,850)
Windfall tax benefits from stock option exercises � 609

Net Cash Used in Financing Activities (28,341) (57,453)
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NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (1,057) 8,528

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 10,399 10,932

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 9,342 $ 19,460

See accompanying notes to consolidated financial statements
5
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share data)
NOTE 1 - Basis of Presentation:
     The accompanying Consolidated Balance Sheets as of June 30, 2006 and December 31, 2005, and the Consolidated
Statements of Operations and the Consolidated Statements of Cash Flows for the three and six month periods ended
June 30, 2006 and 2005 are unaudited, but in the opinion of management include all adjustments necessary for a fair
presentation of the financial position, the results of operations and cash flows for the periods presented and have been
prepared in a manner consistent with the audited financial statements for the year ended December 31, 2005, as
restated (See Note 2). Results of operations for interim periods are not necessarily indicative of annual results. These
financial statements should be read in conjunction with the audited financial statements and footnotes for the year
ended December 31, 2005, included in the Company�s Annual Report on Form 10-K filed with the Securities and
Exchange Commission (the �SEC�) on February 27, 2006.
NOTE 2 � Equity-Based Compensation:
Equity Compensation Plans
     The Company established stock option plans in 1989 (the �1989 Plan�) and 1999 (the �1999 Plan�) which provide for
the granting of options to directors, officers and key employees to purchase Company common stock at its market
value on the date the options are granted. Under the 1989 Plan, 12,600,000 shares were reserved for grant through
March 1999. The 1989 Plan expired, but certain grants made under the 1989 Plan remain outstanding at June 30,
2006. On September 22, 1999, the stockholders ratified the 1999 Plan which authorized the grant of up to 8,000,000
shares of Common Stock. Options granted under the 1999 Plan generally become exercisable after one year in 20%
increments per year and expire within ten years from the date of grant.
     On May 19, 2005, the Board modified the 1999 Plan by deleting the provisions of the 1999 Plan that provided for a
mandatory annual grant of 10,000 stock options to outside directors. Also, on May 19, 2005, the stockholders of the
Company approved the 2005 Equity Compensation Plan (the �2005 Plan�). Among other things, the 2005 Plan provides
for the granting of restricted stock and restricted stock units (�RSUs�) of the Company. A maximum of 9,200,000 shares
of common stock of the Company is authorized for the issuance of awards under the 2005 Plan.
     Beginning on May 19, 2005, outside directors automatically receive a grant of RSUs equal to $100 in value on the
date of each Company annual meeting of stockholders. Newly appointed outside directors receive an initial grant of
RSUs equal to $150 in value on the date such director is appointed to the Company�s Board. Such awards are governed
by the 2005 Plan.
     Options and restricted stock granted under the 2005 Plan generally vest in 25% increments per year, at the end of
each year, and options expire within ten years from the date of grant. RSUs awarded to directors generally vest over a
three-year period in equal one-third increments per year. Directors� RSUs vest automatically, in full, upon a change in
control or upon their retirement, as defined in the 2005 Plan. RSUs are payable in shares of the Company�s common
stock. Recipients of restricted stock and RSUs are entitled to receive dividend equivalents (subject to vesting) when
and if the Company pays a cash dividend on its common stock.
     Restricted stock has the same cash dividend and voting rights as other common stock and is considered to be
currently issued and outstanding. Restricted stock and RSUs have dividend equivalent rights equal to the cash
dividend paid on common stock. RSUs do not have the voting rights of common stock, and the shares underlying the
RSUs are not considered issued and outstanding.
     At June 30, 2006 there were 10,308,339 shares available for grant under the Company�s equity compensation plans.

6
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share data)
     For a more complete description of the provisions of the 2005 Plan, refer to the Company�s proxy statement filed
with the SEC on April 29, 2005 in which the 2005 Plan and a summary thereof are included.
Adoption of SFAS 123R
     Prior to January 1, 2006, the Company accounted for equity-based compensation under the recognition and
measurement provisions of Accounting Principles Board Opinion No. 25 (�APB No. 25�), �Accounting for Stock Issued
to Employees,� and the related Interpretations, as permitted by Financial Accounting Standards Board Statement
No. 123, �Accounting for Stock Based Compensation.� No share based compensation expense was recognized in the
Statement of Operations as all option grants had an exercise price equal to the market value of the underlying common
stock on the date of grant and the number of shares was fixed, except for a non-cash stock compensation charge of
$391 recorded in 2004 in connection with the change in status of an employee to an independent contractor, and $400
recorded in 2005 in connection with the grant of RSUs to certain individuals.
     Effective January 1, 2006, the Company adopted Financial Accounting Standards Board Statement of Financial
Accounting Standards No. 123 (Revised 2004), �Share-Based Payment� (�SFAS 123R�). SFAS 123R eliminates the
alternative set forth in APB 25 allowing companies to use the intrinsic value method of accounting and requires that
companies record expense for stock compensation on a fair value based method. In connection with the adoption of
SFAS 123R, the Company has elected to utilize the modified retrospective transition alternative and has restated all
prior periods to reflect stock compensation expense in accordance with SFAS 123. The restatements for each of the
2005 fiscal quarters are, and will continue to be, included in the Company�s 2006 quarterly filings on Forms 10-Q.
     As a result of adopting SFAS 123R, the Company�s income before income taxes was $2,609 and $2,668 lower for
the three month periods ended June 30, 2006 and 2005, respectively, and $5,540 and $6,059 lower for the six month
periods ended June 30, 2006 and 2005, respectively, than if it had continued to account for the share-based
compensation under APB No. 25. Income taxes were $1,069 and $1,028 lower for the three month periods and $2,198
and $2,474 lower for the six month periods ended June 30, 2006 and 2005, respectively.
     Prior to the adoption of SFAS 123R, the Company presented all tax benefits of deductions resulting from the
exercise of stock options as operating cash flows in the Consolidated Statements of Cash Flows. SFAS 123R requires
that cash flows resulting from tax deductions that are in excess of the compensation costs recognized for those options
(known as Windfall Tax Benefits) be classified as financing cash flows.
     The following is a summary of the adjustments to the consolidated financial statements as a result of these
restatements:
Selected Balance Sheet Data:

December 31, 2005
As

previously
reported Adjustment As restated

Deferred tax
(liability) /asset $ (10,619) $ 19,388 $8,769
Paid-in capital 211,610 88,809 300,419
Retained earnings 472,161 (69,421) 402,740

7
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share data)
Selected Statement of Operations Data:

Three Months Ended June 30, 2005 Six Months Ended June 30, 2005
As

previously
As

previously

reported Adjustment
As

restated reported Adjustment As restated
Operating Costs $92,703 $ 1,446 $ 94,149 $189,729 $ 3,660 $ 193,389
Corporate General and
Administrative Expenses 2,632 1,222 3,854 5,216 2,399 7,615
Income Before Income Taxes 37,406 (2,668) 34,738 62,971 (6,059) 56,912
Income Taxes 14,302 (1,028) 13,274 24,078 (2,474) 21,604
Net Income 23,104 (1,640) 21,464 38,893 (3,585) 35,308
Basic Earnings Per Share $ 0.25 $ (0.02) $ 0.23 $ 0.42 $ (0.04) $ 0.38
Diluted Earnings Per Share $ 0.25 $ (0.02) $ 0.23 $ 0.42 $ (0.04) $ 0.38
Equity Compensation Activity
     The Company has awarded RSUs to Board members and certain key executives, which vest over three and four
years, respectively. The cost of the RSUs, which is determined to be the fair market value of the shares at the date of
grant net of estimated forfeitures, is expensed ratably over the vesting period, or period to retirement eligibility if
shorter. The Company�s RSU activity during the period ended June 30, 2006 follows:

Weighted Average
Aggregate Grant Date

2006 Grant Date Fair Value
RSUs: Shares Fair Value Per Share
Outstanding at December 31, 2005 100,683 $1,819 $ 18.07
Granted during the period 161,118 2,044 12.69
Dividend equivalents during the
period 4,406 41 9.26
Forfeited during the period (40,604) (665) 16.37
Converted to common stock � � �

Outstanding at end of period 225,603 $3,239 $ 14.36

     As of June 30, 2006, there was $ 2,156 of unearned compensation cost related to the RSUs granted. That cost is
expected to be recognized over a weighted-average period of 1.71 years. The total compensation expense recognized
related to RSUs was $293 and $29 for the three month periods ended June 30, 2006 and 2005, respectively, and $610
and $29 for the six month periods ended June 30, 2006 and 2005, respectively. These costs have been included in
corporate, general and administrative expenses in the accompanying Statement of Operations.
     The Company has awarded restricted shares of common stock to certain key employees. The awards have
restriction periods tied solely to employment and vest over four years. The cost of restricted stock awards, which is
determined to be the fair market value of the shares on the date of grant net of estimated forfeitures, is expensed
ratably over the vesting period. The Company�s restricted stock activity during the period ended June 30, 2006 follows:

8

Edgar Filing: WESTWOOD ONE INC /DE/ - Form 10-Q

Table of Contents 13



Table of Contents

WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share data)

Weighted
Average

Grant Date
2006 Grant Date Fair Value

RESTRICTED STOCK: Shares Fair Value Per Share
Unvested at December 31, 2005 � $ � $ �
Granted during the period (1) 335,137 4,313 12.87
Vested during the period � � �
Forfeited during the period (11,949) (170) 14.21

Unvested at June 30, 2006 323,188 4,143 12.82

(1) Amount includes dividend equivalents on unvested shares
     As of June 30, 2006, there was $3,019 of unearned compensation cost related to restricted stock grants. That cost is
expected to be recognized over a weighted-average period of 3.75 years. The total compensation expense recognized
related to restricted stock is as follows:

Three Months Ended Six Months Ended
June 30, June 30,

Included In: 2006 2005 2006 2005
Corporate General and Administrative Expenses $ 23 $ � $ 38 $ �
Operating Costs 187 � 309 �

TOTAL $ 210 $ � $ 347 $ �
There was no restricted stock issued as of June 30, 2005.
The Company�s stock option activity during the six-month period ended June 30, 2006 follows:

2006
Weighted
Average
Exercise

STOCK OPTIONS: Shares Price
Outstanding at December 31, 2005 7,787,589 $ 25.07
Granted during the period 753,060 14.45
Exercised during the period (30,000) 10.09
Cancelled during the period (1,286,300) 25.34
Forfeited during the period (549,137) 23.06
Expired During the Period (7,500) 20.73

Outstanding at June 30, 2006 6,667,712 $ 24.05
     At June 30, 2006, options to purchase 3,805,794 shares of Common Stock were currently vested and exercisable at
a weighted average exercise price of $24.93. The aggregate intrinsic value of the options outstanding at June 30, 2006
was $32, and the aggregate intrinsic value of the options vested and exercisable at June 30, 2006 was $32. The
aggregate intrinsic value of options exercised was $0 and $2,422 during the 3 months, and $39 and $2,456 during the
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six months ended June 30, 2006 and 2005 respectively.
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share data)
     The aggregate intrinsic value of vested and exercisable options represents the total pre-tax intrinsic value (the
difference between the Company�s closing stock price on the last trading day of the second quarter of fiscal 2006 and
the exercise price, multiplied by the number of in-the-money options) that would have been received by the option
holders had all option holders exercised their options on June 30, 2006. This amount changes based on the fair market
value of the Company�s stock.
     As of June 30, 2006, there was $20,093 of unearned compensation cost related to stock options granted under the
plans. That cost is expected to be recognized over a weighted-average period of 2.65 years. The total compensation
expense recognized related to options is as follows:

Three Months Ended Six Months Ended
June 30, June 30,

Included In: 2006 2005 2006 2005
Corporate General and Administrative Expenses $ 1,146 $ 1,222 $ 2,436 $ 2,399
Operating Costs 1,463 1,446 3,104 3,660

Total $ 2,609 $ 2,668 $ 5,540 $ 6,059
     The aggregate estimated fair value of options vesting was $1,668 and $1,593 during the three months and $3,297
and $6,897 during the six months ended June 30, 2006 and 2005, respectively. The weighted average fair value of the
options granted was $5.58 and $6.05 during the six months ended June 30, 2006 and 2005, respectively. The estimated
fair value of options granted was measured on the date of grant using the Black-Scholes option pricing model with the
following weighted average assumptions:

Three Months Ended Six Months Ended
June 30,
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