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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 March 31, 2012

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: 001-32750

SPARK NETWORKS, INC.
(Exact name of registrant as specified in its charter)

Delaware 20-8901733
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

8383 Wilshire Boulevard, Suite 800

Beverly Hills, California 90211
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(Address of principal executive offices) (Zip Code)
(323) 658-3000

(Registrant�s telephone number, including area code)

Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

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 has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of �large accelerated filer�, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller Reporting Company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The registrant had 20,596,857 shares of common stock, par value $0.001 per share, outstanding as of May 11, 2012.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

SPARK NETWORKS, INC.

CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

March 31,
2012

December 31,
2011

(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 12,517 $ 15,106
Restricted cash 1,095 958
Accounts receivable, net of allowance of $1 and $1, respectively 1,003 1,146
Deferred tax asset � current 44 44
Prepaid expenses and other 1,129 1,164

Total current assets 15,788 18,418
Property and equipment, net 3,025 2,839
Goodwill 8,859 8,683
Intangible assets, net 1,911 1,900
Deferred tax asset � non-current 5,639 5,641
Deposits and other assets 426 455

Total assets $ 35,648 $ 37,936

Liabilities and Stockholders� Equity
Current liabilities:
Accounts payable $ 880 $ 952
Accrued liabilities 2,191 4,046
Deferred revenue 6,753 5,723
Deferred tax liability- current 203 203

Total current liabilities 10,027 10,924
Deferred tax liability 1,293 1,219
Other liabilities � non-current 1,141 1,141

Total liabilities 12,461 13,284
Commitments and contingencies (Note 7)
Stockholders� equity:
Authorized capital stock consists of 10,000,000 shares of Preferred Stock, $0.001 par value, 450,000 of
which are designated as Series C Junior Participating Cumulative Preferred Stock, with no shares of
Preferred Stock issued or outstanding and 100,000,000 shares of Common Stock, $0.001 par value, with
20,596,857 and 20,594,670 shares of Common Stock issued and outstanding at March 31, 2012 and
December 31, 2011, respectively: 21 21
Additional paid-in-capital 53,224 53,014
Accumulated other comprehensive income 710 672
Accumulated deficit (30,768) (29,055) 
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Total stockholders� equity 23,187 24,652

Total liabilities and stockholders� equity $ 35,648 $ 37,936

See accompanying notes
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SPARK NETWORKS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(unaudited, in thousands, except per share data)

Three Months Ended March 31,
2012 2011

Revenue $ 14,555 $ 10,960

Cost and expenses:
Cost of revenue (exclusive of depreciation shown separately below) 11,848 5,815
Sales and marketing 973 900
Customer service 613 461
Technical operations 350 414
Development 846 745
General and administrative 2,238 2,363
Depreciation 403 290
Amortization of intangible assets 13 98

Total cost and expenses 17,284 11,086

Operating loss (2,729) (126) 
Interest and other (income) expenses, net (127) (57) 

Loss before income taxes (2,602) (69) 
(Benefit) provision for income taxes (889) 115

Net loss $ (1,713) $ (184) 

Net loss per share � basic and diluted $ (0.08) $ (0.01) 

Weighted average shares outstanding � basic and diluted 20,596 20,587

Comprehensive loss $ (1,675) $ (149) 

Stock-based compensation: Three Months Ended March 31,
(in thousands) 2012 2011
Cost of revenue $ 2 $ 2
Sales and marketing 20 34
Customer service �  �  
Technical operations 30 31
Development 11 12
General and administrative 141 182

See accompanying notes
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SPARK NETWORKS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited, in thousands)

Three Months Ended
March  31,

2012 2011
Cash flows from operating activities:
Net loss $ (1,713) $ (184) 
Adjustments to reconcile net loss to cash (used in) provided by operating activities:
Depreciation and amortization 416 388
Foreign exchange gain on intercompany loan (125) (84) 
Other 7 2
Stock-based compensation 204 261
Deferred taxes 76 45
Changes in operating assets and liabilities:
Accounts receivable 143 236
Restricted cash (137) 169
Prepaid expenses and other assets 51 (156) 
Accounts payable and accrued liabilities (1,875) (1,041) 
Deferred revenue 1,030 647

Net cash (used in) provided by operating activities (1,923) 283

Cash flows from investing activities:
Purchases of property and equipment (649) (283) 
Purchases of intangible assets (23) (13) 

Net cash used in investing activities (672) (296) 

Cash flows from financing activities:
Proceeds from issuance of common stock 6 �  

Net cash provided by financing activities 6 �  

Net decrease in cash (2,589) (13) 
Cash and cash equivalents at beginning of period 15,106 13,901

Cash and cash equivalents at end of period $ 12,517 $ 13,888

Supplemental disclosure of cash flow information:
Cash paid for income taxes $ 21 $ 31

See accompanying notes.
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SPARK NETWORKS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. The Company and Summary of Significant Accounting Policies
The Company

The common stock of Spark Networks, Inc., a Delaware corporation (the �Company�) is traded on the NYSE Amex.

On December 31, 2010, Spark Networks Limited (�SNUK�) distributed its shareholdings in each of HurryDate, LLC; MingleMatch, Inc.;
Kizmeet, Inc.; SN Holdco, LLC; SN Events, Inc.; Reseaux Spark Canada Ltd. and Spark SocialNet, Inc. by transferring its shares in those
companies to Spark Networks, Inc. Spark Networks, Inc. subsequently transferred all of its shares in the same companies to LOV USA, LLC, a
newly formed and wholly owned subsidiary of Spark Networks, Inc. SNUK continues to hold all of the shares of Spark Networks (Israel)
Limited, VAP AG and JDate Limited. In addition, SNUK now holds all of the shares of Spark Networks USA, LLC, a newly formed subsidiary
into which SNUK has transferred all of its United States based assets.

The Company and its consolidated subsidiaries provide online personals services in the United States and internationally, whereby adults are
able to post information about themselves (�profiles�) on the Company�s Web sites and search and contact other individuals who have posted
profiles.

Membership to the Company�s online services, which includes the posting of a personal profile and photos, and access to its database of profiles,
is free. The Company typically charges a subscription fee for varying subscription lengths (typically, one, three, six and twelve months) to
members, allowing them to initiate communication with other members and subscribers utilizing the Company�s onsite communication tools,
including anonymous email, Instant Messenger, chat rooms and message boards. For most of the Company�s services, two-way communications
through the Company�s email platform can only take place between paying subscribers.

The Company has evaluated all subsequent events through the date the financial statements were issued.

Basis of Presentation

The consolidated financial statements include the accounts of the Company and all of its majority owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated.

The accompanying unaudited consolidated interim financial statements reflect all adjustments, consisting of only normal recurring items, which,
in the opinion of management, are necessary for a fair presentation of the results of operations for the periods shown. The results of operations
for such periods are not necessarily indicative of the results expected for the full year or for any future periods.

The preparation of consolidated financial statements in conformity with generally accepted accounting principles in the United States (�GAAP�)
requires management to make estimates, judgments and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses
and related disclosure of contingent assets and liabilities. On an on-going basis, the Company evaluates its estimates, including those related to
uncollectible receivables, the useful lives of long-lived assets including property and equipment, goodwill and other intangible assets, income
taxes, and contingencies. In addition, the Company uses assumptions when employing the Black-Scholes option valuation model to calculate the
fair value of granted stock-based awards. The Company bases its estimates of the carrying value of certain assets and liabilities on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances, when these carrying values are not
readily available from other sources. Actual results may differ from these estimates.

The consolidated financial statements on this Form 10-Q should be read in conjunction with the consolidated financial statements and related
notes included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2011. Certain information and footnote
disclosures normally included in financial statements prepared in accordance
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with GAAP have been condensed or omitted pursuant to such rules and regulations. The consolidated balance sheet as of December 31, 2011
was derived from the Company�s audited financial statements for the year ended December 31, 2011.

2. Adoption of New Accounting Principles
Effective January 1, 2012, the Company adopted Accounting Standards Update (�ASU�) No. 2011-04, �Amendments to Achieve Common Fair
Value Measurement and Disclosure Requirements in U.S. GAAP and International Financial Reporting Standards (�IFRS�).� The adoption of ASU
2011-04 did not have a significant impact on the Company�s consolidated financial position or results of operations.

Effective January 1, 2012, the Company adopted ASU No. 2011-05, �Presentation of Comprehensive Income.� The adoption of ASU 2011-05
concerns presentation and disclosure only, and did not have an impact on the Company�s consolidated financial position or results of operations.

3. Net Loss Per Share
The Company calculates and presents the net loss per share of both basic and diluted net loss per share. Basic net loss per share is computed by
dividing net loss available to common stockholders by the weighted average number of shares of common stock outstanding.

For the Three Months Ended March 31,
2012 2011

(in thousands except per share data)
Net Loss Per Share
of Common Stock �
Basic and Diluted
Net loss applicable
to common stock $ (1,713) $ (184) 

Weighted average
shares outstanding �
basic and diluted 20,596 20,587

Net Loss Per Share
� Basic and Diluted $ (0.08) $ (0.01) 

8
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(9) SHAREHOLDERS’ EQUITY

During the first quarter of 2015, the Company and its indirect subsidiaries, Kable
Distribution and Palm Coast, entered into the Settlement Agreement with a
significant customer resulting in the issuance by the Company to that customer of
825,000 shares of its common stock. See further detail regarding the Settlement
Agreement in Note 10. As a result of the issuance of these shares, the Company
increased its common stock account by $83,000 and its contributed capital account by
$4,191,000.

(10) GAIN FROM SETTLEMENT

During the first quarter of 2015, the Company and its indirect subsidiaries, Kable
Distribution and Palm Coast, entered into the Settlement Agreement with a
significant customer, Heinrich Bauer (USA) LLC (“Bauer”).

Kable Distribution and Bauer were parties to an ordinary course of business contract
pursuant to which Kable Distribution distributed certain magazines of Bauer in return
for a commission. Palm Coast and Bauer are parties to an ordinary course of business
contract pursuant to which Palm Coast provides certain fulfillment services to Bauer
in return for service fees. During the first quarter of 2014, Kable Distribution
received notice that its ordinary course of business contract with Bauer, which
provided Kable Distribution with a substantial amount of negative working capital
liquidity, would not be renewed upon its scheduled expiration in June 2014. See
further detail regarding the negative working capital of Kable Distribution in Note 5.

Pursuant to the Settlement Agreement, Kable Distribution agreed to eliminate the
commission paid by Bauer to Kable Distribution for distribution services through
expiration of the contract period at June 30, 2014 and to amend the payment
procedures with respect to amounts received by Kable Distribution from wholesalers
or retailers relating to the domestic sale by Kable Distribution of Bauer magazines to
such wholesalers or retailers; Palm Coast agreed to reduce certain fees charged to
Bauer for fulfillment services, with Bauer agreeing to extend the term of its
fulfillment agreement to at least December 31, 2018; and the Company agreed to
issue to Bauer 825,000 shares of common stock of the Company, with a fair market
value of $4,274,000 and which represented approximately 10.3% of the outstanding
shares of common stock of the Company following such issuance, with Bauer
agreeing to not sell or transfer such shares for a period of six months. In return for
such consideration, Bauer released all claims it may have had against each of Kable
Distribution, Palm Coast, the Company and its related persons, other than the
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obligations of Kable Distribution, Palm Coast and the Company under the Settlement
Agreement, the future obligations of Kable Distribution under its distribution
agreement as amended by the Settlement Agreement and the future obligations of
Palm Coast under its fulfillment agreement as amended by the Settlement Agreement.
In particular, the Settlement Agreement transferred to Bauer all amounts and accounts
receivable owing from wholesalers to Kable Distribution relating to the domestic sale
by Kable Distribution of Bauer magazines ($22,626,000) and released Kable
Distribution from having to pay the accounts payable owed to Bauer relating to the
domestic sale by Kable Distribution of Bauer magazines other than to the extent
amounts had been received by Kable Distribution or Bauer on or after May 14, 2014
from wholesalers or retailers relating to the domestic sale by Kable Distribution of
Bauer magazines to such wholesalers or retailers ($38,214,000). After considering the
value of the various components of the Settlement Agreement, Kable Distribution
recorded a gain of $11,155,000 during the first quarter of 2015.

(11) IMPAIRMENT OF ASSETS

During the first quarter of 2015, the Company’s Subscription Fulfillment Services
business recognized a $925,000 impairment charge relating to the discontinuance of
the development of certain software. The impairment charge included previously
capitalized software costs, internal labor costs and third party consulting costs.

9
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(12)SUBSEQUENT EVENT

On September 8, 2014, AMREP Southwest and one of its subsidiaries (collectively,
“ASW”) entered into an Oil and Gas Lease and the Addendum thereto (collectively, the
“Lease”) with Thrust Energy, Inc. and Cebolla Roja, LLC (collectively, the “Lessee”).

Pursuant to the Lease, ASW leased to Lessee all minerals and mineral rights owned
by ASW or for which ASW has executive rights in and under approximately 55,000
surface acres of land in Sandoval County, New Mexico (the “Leased Premises”) for the
purpose of exploring for, developing, producing and marketing oil and gas. As partial
consideration for entering into the Lease, the Lessee paid approximately $1,010,000
to ASW. The Lease will be in force for an initial term of four years and for as long
thereafter as oil or gas is produced and marketed in paying quantities from the Leased
Premises or for additional limited periods of time if Lessee undertakes certain
operations or makes certain de minimis shut-in royalty payments. In addition, Lessee
may extend the initial term of the Lease for an additional four years by paying ASW
another payment of approximately $1,010,000. The Lease does not require Lessee to
drill any oil or gas wells.

Lessee has agreed to pay ASW a royalty on oil and gas produced from the Leased
Premises of 1/7th of the gross proceeds received by Lessee from the sale of such oil
and gas to an unaffiliated third party of Lessee or 1/7th of the market value of the oil
and gas if sold to an affiliate of Lessee. ASW’s royalty will be charged with 1/7th of
any expenses to place the oil and gas, if any, in marketable condition after it is
brought to the surface. Amounts payable under the Lease will not be reduced by any
payments made to other holders of mineral rights or other production royalty payment
interests in the Leased Premises, other than payments pursuant to rights granted by
ASW in deeds transferring portions of the Leased Premises to third parties, primarily
in the 1960s and 1970s. ASW and Lessee may assign, in whole or in part, their
interests in the Lease. The oil and gas from ASW’s mineral rights will not be pooled
or unitized with any other oil and gas except as required by law. Lessee has assumed
all risks and liabilities in connection with Lessee’s activities under the Lease and
agreed to indemnify ASW with respect thereto.

In addition, on September 8, 2014, AMREP Southwest entered into a Consent
Agreement (the “Consent Agreement”) with the mortgage holder on certain portions of
the Leased Premises, pursuant to which the mortgage holder provided its consent to
AMREP Southwest entering into the Lease and agreed to enter into a subordination,
non-disturbance and attornment agreement with Lessee. Pursuant to the Consent
Agreement, AMREP Southwest agreed to pay the mortgage holder (a) 25% of any
royalty payments received by AMREP Southwest under the Lease with respect to oil
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and gas produced from the Leased Premises, which will be credited against any
outstanding loan amounts due to the mortgage holder from AMREP Southwest, and
such payments will cease upon payment in full of such outstanding loan amounts and
(b) a separate consent fee of $100,000, which will not be credited against the
outstanding loan amounts due to the mortgage holder from AMREP Southwest.

10
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(13)INFORMATION ABOUT THE COMPANY’S OPERATIONS IN
DIFFERENT INDUSTRY SEGMENTS

The following tables set forth summarized data relative to the industry segments in
which the Company operated for the three month periods ended July 31, 2014 and
2013 (in thousands):

Subscription
Fulfillment
Services

Newsstand
Distribution
Services

Product
Services
and
Staffing

Real
Estate
Operations

Corporate
and
Other

Consolidated

Three months
ended July 31,
2014 (a):
Revenues $ 11,945 $ 1,347 $ 4,224 $ 484 $(72 ) $ 17,928

Net income
(loss) (350 ) 6,737 172 (754 ) 459 6,264

Provision
(benefit) for
income taxes

(187 ) 3,954 101 (454 ) 245 3,659

Interest
expense
(income), net

175 26 1 695 (478 ) 419

Depreciation
and
amortization

767 51 55 23 36 932

Gain on
settlement - (11,155 ) - - - (11,155 )

Impairment of
assets 925 - - - - 925

EBITDA (b) $ 1,330 $ (387 ) $ 329 $ (490 ) $262 $ 1,044

Total assets $ 46,775 $ 10,900 $ 5,620 $ 87,358 $5,140 $ 155,793
Total liabilities $ 33,574 $ 29,803 $ 1,244 $ 43,644 $(42,394 ) $ 65,871
Capital
expenditures $ 377 $ 6 $ 25 $ - $- $ 408

Three months
ended July 31,
2013 (a):
Revenues $ 13,993 $ 1,985 $ 4,300 $ 301 $(70 ) $ 20,509

Net income
(loss) (346 ) (64 ) 194 (911 ) 440 (687 )
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Provision
(benefit) for
income taxes

(202 ) (17 ) 113 (535 ) 239 (402 )

Interest
expense
(income), net

187 26 (1 ) 678 (425 ) 465

Depreciation
and
amortization

757 51 57 21 36 922

EBITDA (b) $ 396 $ (4 ) $ 363 $ (747 ) $290 $ 298

Total assets $ 52,477 $ 52,698 $ 4,563 $ 88,255 $9,077 $ 207,070
Total liabilities $ 36,429 $ 80,718 $ 1,484 $ 41,927 $(32,487 ) $ 128,071
Capital
expenditures $ 35 $ 13 $ 6 $ - $- $ 54

(a)
Revenue information provided for each segment includes amounts grouped as
Other in the accompanying consolidated statements of operations. Corporate and
Other is net of intercompany eliminations.

(b)

The Company uses EBITDA (which the Company defines as income before net
interest expense, income taxes, depreciation and amortization, and non-cash gain
on settlement and impairment charges) in addition to net income (loss) as a key
measure of profit or loss for segment performance and evaluation purposes.

During the third quarter of 2014, the Company determined that, based on the
characterization of certain transactions that occurred in prior periods, no intersegment
interest income or expense relating to such transactions would be appropriate. As a
result, the intersegment interest income and expense relating to such transactions has
been removed from the presentation above for the first quarter of 2014 and there was
no effect on the reported EBITDA, which the Company uses as a key measure for
segment performance and evaluation purposes.

11
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Item
2.

Management’s Discussion and Analysis of Financial Condition and
Results of Operations

INTRODUCTION

The Company, through its subsidiaries, is primarily engaged in four business
segments: the Subscription Fulfillment Services business operated by Palm Coast
Data LLC (“Palm Coast”) and its subsidiary, FulCircle Media, LLC (“FulCircle”), the
Newsstand Distribution Services business and the Product Packaging and Fulfillment
Services and Staffing businesses operated by Kable Media Services, Inc. and its
subsidiaries (“Kable”) (the Subscription Fulfillment Services business, the Newsstand
Distribution Services business and the Product Packaging and Fulfillment Services
and Staffing businesses are collectively referred to as “Media Services”) and the real
estate business operated by AMREP Southwest Inc. (“AMREP Southwest”) and its
subsidiaries. The Company’s foreign sales and activities are not significant.

The following provides information that management believes is relevant to an
assessment and understanding of the Company’s consolidated results of operations
and financial condition. The information contained in this section should be read in
conjunction with the unaudited consolidated financial statements and related notes
thereto appearing elsewhere in this quarterly report on Form 10-Q and with the
Company’s annual report on Form 10-K for the year ended April 30, 2014, which was
filed with the Securities and Exchange Commission on July 29, 2014 (the “2014 Form
10-K”). Many of the amounts and percentages presented in this section have been
rounded for convenience of presentation. Unless otherwise qualified, all references to
2015 and 2014 are to the fiscal years ending April 30, 2015 and 2014 and all
references to the first quarter of 2015 and 2014 mean the fiscal three month periods
ended July 31, 2014 and 2013.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management’s discussion and analysis of financial condition and results of operations
is based on the accounting policies used and disclosed in the 2014 consolidated
financial statements and accompanying notes that were prepared in accordance with
accounting principles generally accepted in the United States of America and
included as part of the 2014 Form 10-K. The preparation of those consolidated
financial statements required management to make estimates and assumptions that
affected the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the dates of the consolidated financial statements and the
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reported amounts of revenues and expenses during the reporting periods. Actual
amounts or results could differ from those estimates.

The critical accounting policies, assumptions and estimates are described in Part II,
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations, Critical Accounting Policies and Estimates” in the 2014 Form 10-K. There
have been no changes in these accounting policies.

The significant accounting policies of the Company are described in Note 1 to the
consolidated financial statements contained in the 2014 Form 10-K. Information
concerning the Company’s implementation and the impact of recent accounting
standards issued by the Financial Accounting Standards Board is included in the
notes to the consolidated financial statements contained in the 2014 Form 10-K. The
Company did not adopt any accounting policy in the first quarter of 2015 that had a
material impact on its consolidated financial statements.
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RESULTS OF OPERATIONS

For the first quarter of 2015, the Company recorded net income of $6,264,000, or
$0.82 per share, compared to a net loss of $687,000, or $0.11 per share, in the first
quarter of 2014. The results for the first quarter of 2015 included a non-cash pre-tax
gain on a settlement agreement with a significant customer of $11,155,000
($7,028,000 after tax, or $0.92 per share) offset in part by a non-cash impairment
charge of $925,000 ($583,000 after tax, or $0.08 per share), reflecting the
discontinuance of the development of certain software in the Company’s Subscription
Fulfillment Services business. Revenues were $17,928,000 in the first quarter of 2015
compared to $20,509,000 for the same period in the prior year.

Revenues from the Company’s Media Services operations decreased from
$20,278,000 for the first quarter of 2014 to $17,516,000 for the same period in 2015.
Magazine publishers are the principal customers of these operations, and these
customers have continued to be negatively impacted by increased competition from
new media sources, alternative technologies for the distribution, storage and
consumption of media content, weakness in advertising revenues, increases in paper
costs, printing costs and postal rates and weakness in the U.S. economy. The result
has been reduced subscription and newsstand magazine sales, which has caused
publishers to close some magazine titles, change subscription fulfillment providers or
newsstand distribution providers and seek more favorable terms from Palm Coast and
Kable and their competitors when contracts are up for bid or renewal. As a
consequence of these and other factors, revenues from Subscription Fulfillment
Services operations decreased from $13,993,000 for the first quarter of 2014 to
$11,945,000 for the same period of 2015, while revenues from Newsstand
Distribution Services operations decreased from $1,985,000 for the first quarter of
2014 to $1,347,000 for the same period of 2015. Revenues from Product Packaging
and Fulfillment Services and Staffing operations decreased from $4,300,000 for the
first quarter of 2014 to $4,224,000 for the same period in 2015, due primarily to
decreased revenues in the temporary staffing business. Media Services operating
expenses decreased by $3,191,000, from $17,728,000 for the first quarter of 2014
(87.4% of Media Services revenues) to $14,537,000 for the first quarter of 2015
(83.0% of Media Services revenues), primarily attributable to lower (i) payroll and
benefits ($1,667,000), (ii) supplies expense ($639,000), (iii) facilities and equipment
expense ($307,000) and (iv) consulting costs ($198,000).

Revenues from land sales at AMREP Southwest and its subsidiaries were $384,000
for the first quarter of 2015 compared to $228,000 for the same period of 2014. For
the first quarter of 2015 and 2014, the Company’s land sales in Rio Rancho were as
follows:
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Three Months Ended July 31,
2014 2013

Acres
Sold

Revenues
(in 000s)

Revenues
Per Acre
(in 000s)

Acres
Sold

Revenues
(in 000s)

Revenues
Per Acre
(in 000s)

Developed
Residential 0.5 $ 172 $ 344 0.6 $ 180 $ 300
Commercial 0.8 212 265 - - -
Total Developed 1.3 384 295 0.6 180 300
Undeveloped - - - 4.6 48 10
Total 1.3 $ 384 $ 295 5.2 $ 228 $ 44

Results for the first quarter of 2015 and 2014 were substantially lower than the
Company experienced prior to fiscal 2009 in its principal market of Rio Rancho, New
Mexico, due to the severe decline in the real estate market in the greater
Albuquerque-metro and Rio Rancho areas that began late in fiscal 2008. The average
gross profit percentage on land sales was 42% for the first quarter of 2015 and 17%
for the first quarter of 2014. As a result of many factors, including the nature and
timing of specific transactions and the type and location of land being sold, revenues,
average selling prices and related average gross profits from land sales can vary
significantly from period to period and prior results are not necessarily a good
indication of what may occur in future periods.
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General and administrative expenses of Media Services operations were $1,728,000
for the first quarter of 2015 (9.9% of Media Services revenues), or a decrease of
$81,000 compared to $1,809,000 for the first quarter of 2014 (8.9% of Media
Services revenues), primarily due to reduced payroll and benefit costs ($191,000) and
consulting costs ($134,000), which were partially offset by increased legal expenses
($197,000) and equipment costs ($63,000). Real estate operations and corporate
general and administrative expenses decreased $23,000 in the first quarter of 2015
compared to the same period in 2014.

The Company’s effective tax rate was 36.9% for the first quarter of both 2015 and
2014. The total tax effect of gross unrecognized tax benefits in the accompanying
financial statements at both July 31, 2014 and April 30, 2014 was $58,000, which, if
recognized, would have an impact on the effective tax rate. The Company believes it
is reasonably possible that the liability for unrecognized tax benefits will not change
in the next twelve months. 

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary sources of funding for working capital requirements are cash
flow from operations, a revolving credit facility between the Company’s Media
Services businesses and a bank (the “Media Services Credit Facility”) and working
capital made available to the Company by the terms of customer contracts. The
Company’s liquidity is affected by many factors, including some that are based on
normal operations and some that are related to the industries in which the Company
operates and the economy generally. Except as described below, there have been no
material changes to the Company’s liquidity and capital resources as reflected in the
Liquidity and Capital Resources section of Management’s Discussion and Analysis of
Financial Condition and Results of Operations in the 2014 Form 10-K.

Gain From Settlement

During the first quarter of 2015, the Company and its indirect subsidiaries, Kable
Distribution Services, Inc. (“Kable Distribution”) and Palm Coast, entered into a
settlement agreement (the “Settlement Agreement”) with a significant customer,
Heinrich Bauer (USA) LLC (“Bauer”).
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Kable Distribution and Bauer were parties to an ordinary course of business contract
pursuant to which Kable Distribution distributed certain magazines of Bauer in return
for a commission. Palm Coast and Bauer are parties to an ordinary course of business
contract pursuant to which Palm Coast provides certain fulfillment services to Bauer
in return for service fees. During the first quarter of 2014, Kable Distribution
received notice that its ordinary course of business contract with Bauer, which
provided Kable Distribution with a substantial amount of negative working capital
liquidity, would not be renewed upon its scheduled expiration in June 2014. See
further detail regarding the negative working capital of Kable Distribution in Note 5
in the accompanying financial statements included in this Form 10-Q.
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Pursuant to the Settlement Agreement, Kable Distribution agreed to eliminate the
commission paid by Bauer to Kable Distribution for distribution services through
expiration of the contract period at June 30, 2014 and to amend the payment
procedures with respect to amounts received by Kable Distribution from wholesalers
or retailers relating to the domestic sale by Kable Distribution of Bauer magazines to
such wholesalers or retailers; Palm Coast agreed to reduce certain fees charged to
Bauer for fulfillment services, with Bauer agreeing to extend the term of its
fulfillment agreement to at least December 31, 2018; and the Company agreed to
issue to Bauer 825,000 shares of common stock of the Company, which represented
approximately 10.3% of the outstanding shares of common stock of the Company
following such issuance, with Bauer agreeing to not sell or transfer such shares for a
period of six months. In return for such consideration, Bauer released all claims it
may have had against each of Kable Distribution, Palm Coast, the Company and its
related persons, other than the obligations of Kable Distribution, Palm Coast and the
Company under the Settlement Agreement, the future obligations of Kable
Distribution under its distribution agreement as amended by the Settlement
Agreement and the future obligations of Palm Coast under its fulfillment agreement
as amended by the Settlement Agreement. In particular, the Settlement Agreement
transferred to Bauer all amounts and accounts receivable owing from wholesalers to
Kable Distribution relating to the domestic sale by Kable Distribution of Bauer
magazines ($22,626,000) and released Kable Distribution from having to pay the
accounts payable owed to Bauer relating to the domestic sale by Kable Distribution
of Bauer magazines other than to the extent amounts had been received by Kable
Distribution or Bauer on or after May 14, 2014 from wholesalers or retailers relating
to the domestic sale by Kable Distribution of Bauer magazines to such wholesalers or
retailers ($38,214,000). After considering the value of the various components of the
Settlement Agreement, Kable Distribution recorded a gain of $11,155,000 during the
first quarter of 2015.

Media Services

The Company’s Newsstand Distribution Services business, which is operated through
Kable Distribution, had negative working capital of approximately $10,273,000 at
July 31, 2014 and had outstanding borrowings of $2,115,000 at July 31, 2014 under
the Media Services Credit Facility. The negative working capital of Kable
Distribution represents the net payment obligation due to publisher clients and other
third parties, which amount will vary from period to period based on the level of
magazine distribution. The negative working capital of Kable Distribution is
calculated by deducting (a) the sum of the cash held by Kable Distribution plus the
accounts receivable (net of estimated magazine returns to Kable Distribution) owed
to Kable Distribution from wholesalers, retailers and other third parties from (b) the
accounts payable (net of estimated magazine returns to publishers) and accrued
expenses owed by Kable Distribution to publisher clients and other third parties.
During the first quarter of 2015, the Company and its indirect subsidiaries, Kable
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Distribution and Palm Coast, entered into the Settlement Agreement with a
significant customer, which significantly contributed to the reduction of negative
working capital and outstanding borrowings at Kable Distribution from
approximately $27,863,000 at April 30, 2014 to approximately $12,388,000 at July
31, 2014.

Equity Issuance

During the first quarter of 2015, the Company and its indirect subsidiaries, Kable
Distribution and Palm Coast, entered into the Settlement Agreement with a
significant customer resulting in the issuance by the Company of 825,000 shares of
its common stock. As a result of the issuance of these shares, the Company increased
its common stock account by $83,000 and its contributed capital account by
$4,191,000.

Operating Activities

Receivables, net decreased from $43,497,000 at April 30, 2014 to $22,431,000 at July
31, 2014 and accounts payable, net and accrued expenses decreased from
$74,636,000 at April 30, 2014 to $33,308,000 at July 31, 2014, primarily due to the
Settlement Agreement.

Real estate inventory increased from $71,289,000 at April 30, 2014 to $71,563,000 at
July 31, 2014.
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Investing Activities

Capital expenditures increased from $54,000 for the first quarter of 2014 to $408,000
for the same period in 2015, primarily for the Media Services business.

Financing Activities

The Media Services Credit Facility provides the Media Services businesses with a
revolving credit loan and letter of credit facility of up to $15,000,000 that matures on
May 12, 2015. At July 31, 2014, the borrowing availability under the Media Services
Credit Facility was $11,074,000, and there was $2,629,000 outstanding against this
availability. The highest amount borrowed during the first quarter of 2015 was
$3,198,000 and the interest rate at July 31, 2014 was 3.16%. The borrowers’
obligations under the Media Services Credit Facility are secured by substantially all
of their assets other than real property.

AMREP Southwest has a loan with a company owned by Nicholas G. Karabots, a
significant shareholder of the Company and in which another director of the
Company has a 20% participation. The loan had an outstanding principal amount of
$15,099,000 at July 31, 2014, is scheduled to mature on December 1, 2017, bears
interest payable monthly at 8.5% per annum, and is secured by a mortgage on all real
property of AMREP Southwest in Rio Rancho and by a pledge of the stock of its
subsidiary, Outer Rim Investments, Inc. The total book value of the real property
collateralizing the loan was approximately $69,119,000 as of July 31, 2014. No
payments of principal are required until maturity, except that the following amounts
are required to be applied to the payment of the loan: (a) 25% of the net proceeds
from any sales of real property by AMREP Southwest and (b) 25% of any royalty
payments received by AMREP Southwest under the Oil and Gas Lease discussed in
Note 12 in the footnotes that accompany the financial statements included in this
Form 10-Q.

At July 31, 2014, the borrowers under both the Media Services Credit Facility and the
AMREP Southwest loan were in compliance with the covenants of each facility.

Other notes payable consist of a mortgage note payable with an outstanding principal
balance of $4,178,000 on a warehouse with a maturity date of February 2018 and an
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interest rate of 6.35%, and $197,000 of an asset financing loan with a maturity date of
December 2015 and an interest rate of 9.0%. The amount of Other notes payable due
within one year totals $221,000.

Future Payments Under Contractual Obligations

The Company is obligated to make future payments under various contracts,
including its debt agreements and lease agreements, and is subject to certain other
commitments and contingencies. The table below summarizes significant contractual
cash obligations as of July 31, 2014 for the items indicated (in thousands):

Contractual Obligations Total Less than
1 year

1 – 3
years

3 – 5
years

More than
5 years

Notes payable $22,103 $ 2,849 $366 $18,888 $ -
Operating leases 1,767 1,025 742 - -
Other 2,745 2,687 58 - -
Total $26,615 $ 6,561 $1,166 $18,888 $ -

Other in the above table includes $2,527,000 for the possible required return of grant
monies received from the State of Florida.
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In addition to the items included in the table, Kable Distribution had negative
working capital of approximately $10,273,000 at July 31, 2014. For further details
regarding the negative working capital, see Note 5 in the footnotes that accompany
the financial statements included in this Form 10-Q.

Any additional future defined benefit pension plan contributions necessary to satisfy
the minimum statutory funding requirements are not included in the table and are
dependent upon various factors, including actual plan asset investment returns and
discount rates applied.

Refer to the notes to the consolidated financial statements included in this quarterly
report on Form 10-Q and in the 2014 Form 10-K for additional information on
long-term debt, other liabilities, pension contributions, taxes, commitments and
contingencies.

Statement of Forward-Looking Information

The Private Securities Litigation Reform Act of 1995 (the “Act”) provides a safe harbor
for forward-looking statements made by or on behalf of the Company. The Company
and its representatives may from time to time make written or oral statements that are
“forward-looking”, including statements contained in this report and other filings with
the Securities and Exchange Commission, reports to the Company’s shareholders and
news releases. All statements that express expectations, estimates, forecasts or
projections are forward-looking statements within the meaning of the Act. In
addition, other written or oral statements, which constitute forward-looking
statements, may be made by or on behalf of the Company. Words such as “expects”,
“anticipates”, “intends”, “plans”, “believes”, “seeks”, “estimates”, “projects”, “forecasts”, “may”, “should”,
variations of such words and similar expressions are intended to identify such
forward-looking statements. These statements are not guarantees of future
performance and involve certain risks, uncertainties and contingencies that are
difficult to predict. All forward-looking statements speak only as of the date of this
report or, in the case of any document incorporated by reference, the date of that
document. All subsequent written and oral forward-looking statements attributable to
the Company or any person acting on behalf of the Company are qualified by the
cautionary statements in this section. Many of the factors that will determine the
Company’s future results are beyond the ability of management to control or predict.
Therefore, actual outcomes and results may differ materially from what is expressed
or forecasted in or suggested by such forward-looking statements.
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The Company undertakes no obligation to update or publicly release any revisions to
forward-looking statements to reflect events, circumstances or changes in
expectations after the date of such forward-looking statement, or to make any other
forward-looking statements, whether as a result of new information, future events or
otherwise.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participation of the Company’s chief financial
officer and the other persons whose certifications accompany this quarterly report,
has evaluated the effectiveness of the Company’s disclosure controls and procedures
(as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934) as of the
end of the period covered by this report. As a result of such evaluation, the chief
financial officer and such other persons have concluded that such disclosure controls
and procedures are effective to provide reasonable assurance that the information
required to be disclosed in the reports the Company files or submits under the
Securities Exchange Act of 1934 is (i) recorded, processed, summarized and reported
within the time periods specified in the Securities and Exchange Commission’s rules
and forms, and (ii) accumulated and communicated to the Company’s management,
including its chief financial officer and such other persons, as appropriate to allow
timely decisions regarding disclosure. The Company believes that a control system,
no matter how well designed and operated, cannot provide absolute assurance that the
objectives of the control system are met, and no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any, within a
company have been detected.
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Changes in Internal Control over Financial Reporting

No change in the Company’s system of internal control over financial reporting
occurred during the most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, internal control over financial reporting.

PART II. OTHER INFORMATION

Item 5. 	Other Information

The following disclosure would otherwise be filed on Form 8-K under Item 5.02:

Effective as of September 10, 2014, Christopher V. Vitale was appointed as
Executive Vice President, Chief Administrative Officer and General Counsel of the
Company. In connection with his appointment, Mr. Vitale’s annual base salary was
increased to $235,000.

Prior to being appointed Executive Vice President, Chief Administrative Officer and
General Counsel of the Company, Mr. Vitale, age 38, had been Vice President and
General Counsel of the Company since March 2013. From April 2012 to March
2013, he was Vice President, Legal at Franklin Square Holdings, L.P. and from
August 2011 to March 2012, he was Assistant Vice President, Legal at Franklin
Square Holdings, L.P., a national sponsor and distributor of investment products,
where he was responsible for securities matters, corporate governance and general
corporate matters. From March 2011 to July 2011, Mr. Vitale was the Chief
Administrative Officer at WorldGate Communications, Inc. (“WorldGate”), and from
April 2009 to July 2011 he was Senior Vice President, General Counsel and Secretary
at WorldGate, a provider of digital voice and video phone services and video phones.
In 2012, WorldGate filed a voluntary petition for relief under Chapter 7 of the United
States Bankruptcy Code in the United States Bankruptcy Court for the District of
Delaware. Prior to joining WorldGate, Mr. Vitale was an attorney with the law firms
of Morgan, Lewis & Bockius LLP and Sullivan & Cromwell LLP.

The following disclosure would otherwise be filed on Form 8-K under Item 5.07:
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The 2014 Annual Meeting of Shareholders of the Company was held on September
10, 2014. At the meeting, shareholders holding an aggregate of 5,171,746 shares of
common stock, par value $.10, of the Company out of a total of 8,056,454 shares
outstanding and entitled to vote, were present in person or represented by proxy.

At the meeting, Theodore J. Gaasche and Albert V. Russo were reelected directors of
the Company in Class III by the final votes set forth opposite their names, to hold
office until the 2017 Annual Meeting of Shareholders and until their successors are
elected and qualified:

Votes For Votes
Withheld

Broker Non-
Votes

Theodore J. Gaasche 4,751,697 420,049 0
Albert V. Russo 3,738,636 1,433,110 0
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In addition, the following proposal was voted on and approved at the meeting:

Proposal Votes For Votes
Against Abstentions Broker Non-

Votes
Advisory vote on the compensation
paid to the Company’s named
executive officers

2,659,313 2,135,935 376,498 0

Item 6.    Exhibits

Exhibit No. Description

10.1

Second Amendment, dated as of June 27, 2014, to Amended and
Restated Distribution Agreement, dated as of June 27, 2014, between
Kappa Publishing Group, Inc. and Kable Distribution Services, Inc.
(Incorporated by reference to Exhibit 10.1 to Registrant’s Current Report
on Form 8-K filed July 1, 2014).

10.2(b) Incentive compensation plan for Michael P. Duloc for fiscal 2014.

10.3(a)(c)
Settlement Agreement, dated June 11, 2014, by and among Heinrich
Bauer (USA) LLC, Kable Distribution Services, Inc., Palm Coast Data
LLC and AMREP Corporation.  

31.1 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

31.2 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

31.3 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

32 Certification required pursuant to 18 U.S.C. Section 1350.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema

101.CAL XBRL Taxonomy Extension Calculation Linkbase

101.DEF XBRL Taxonomy Extension Definition Linkbase

101.LAB XBRL Taxonomy Extension Label Linkbase
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101.PRE XBRL Taxonomy Extension Presentation Linkbase
______________________________

(a)	Portions of this exhibit have been omitted pursuant to a request for confidential
treatment under Rule 24b-2 under the Securities Exchange Act of 1934.

(b)	Management contract or compensatory plan or arrangement in which directors or
officers participate.

(c)	Filed herewith.
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SIGNATURE

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.

Date:  September 15, 2014 AMREP CORPORATION
(Registrant)

By:/s/  Peter M. Pizza
Peter M. Pizza
Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX

Exhibit No. Description

10.1

Second Amendment, dated as of June 27, 2014, to Amended and
Restated Distribution Agreement, dated as of June 27, 2014, between
Kappa Publishing Group, Inc. and Kable Distribution Services, Inc.
(Incorporated by reference to Exhibit 10.1 to Registrant’s Current Report
on Form 8-K filed July 1, 2014).

10.2(b) Incentive compensation plan for Michael P. Duloc for fiscal 2014.

10.3(a)(c)
Settlement Agreement, dated June 11, 2014, by and among Heinrich
Bauer (USA) LLC, Kable Distribution Services, Inc., Palm Coast Data
LLC and AMREP Corporation.  

31.1 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

31.2 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

31.3 Certification required by Rule 13a-14(a) under the Securities Exchange
Act of 1934.

32 Certification required pursuant to 18 U.S.C. Section 1350.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema

101.CAL XBRL Taxonomy Extension Calculation Linkbase

101.DEF XBRL Taxonomy Extension Definition Linkbase

101.LAB XBRL Taxonomy Extension Label Linkbase

101.PRE XBRL Taxonomy Extension Presentation Linkbase
 ______________________________

(a)	Portions of this exhibit have been omitted pursuant to a request for confidential
treatment under Rule 24b-2 under the Securities Exchange Act of 1934.

(b)	Management contract or compensatory plan or arrangement in which directors or
officers participate.

(c)	Filed herewith.
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