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PRESENTATION	

Operator	

Good	morning.	My	name	is	Scott	(phon),	and	I	will	be	your	conference	Operator	today.	At	

this	time,	I	would	like	to	welcome	everyone	to	the	Spin	Master	Fiscal	2016	Fourth	Quarter	Results	

Conference	Call.	All	lines	have	been	placed	on	mute	to	prevent	any	background	noise.	

After	the	speakers’	remarks,	there	will	be	a	question-and-answer	session.	If	you	would	like	

to	ask	a	question	during	this	time,	simply	press	*,	then	the	number	1	on	your	telephone	keypad.	If	

you	would	like	to	withdraw	your	question,	press	the	#	key.	Thank	you.	

Mr.	Segal,	you	may	begin	your	conference.	

Mark	Segal	—	Chief	Financial	Officer,	Spin	Master	Corp.	

Thank	 you,	Operator.	 Good	morning,	 everyone,	 and	welcome	 to	 Spin	Master’s	 financial	

results	conference	call	for	the	fourth	quarter	and	full	year	ended	December	31,	2016.	My	name	is	

Mark	 Segal,	 and	 I	 am	 Spin	 Master’s	 Chief	 Financial	 Officer.	 I’m	 joined	 this	 morning	 by	 Ronnen	

Harary,	Co-Chief	Executive	Officer,	and	Ben	Gadbois,	Global	President	and	Chief	Operating	Officer.	

Following	our	formal	remarks,	we	will	open	up	the	lines	for	your	questions.	

For	 your	 convenience,	 the	 press	 release	 containing	 our	 fourth	 quarter	 and	 full	 year	

financial	 results	 is	 available	 on	 the	 Investor	 Relations	 section	 of	 the	 Company’s	 website	 at	

www.spinmaster.com.	Our	Q4	MD&A	and	financial	statements	will	be	posted	on	our	website	and	on	

SEDAR	no	later	than	March	31.	
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Before	we	 start,	 please	note	 that	 remarks	 on	 this	 conference	 call	may	 contain	 forward-

looking	statements	about	Spin	Master’s	current	and	future	plans;	expectations;	intentions;	results;	

levels	of	activity;	performance,	goals,	or	achievements;	or	any	other	future	events	or	developments.	

Forward-looking	statements	are	based	on	information	currently	available	to	management	

and	 on	 estimates,	 and	 assumptions	 made	 based	 on	 factors	 that	 management	 believes	 are	

appropriate	 and	 reasonable	 in	 the	 circumstances.	However,	 there	 can	be	no	 assurance	 that	 such	

estimates	and	assumptions	will	prove	to	be	correct.	

Many	 factors	 could	 cause	 actual	 results	 to	 differ	 materially	 from	 those	 expressed	 or	

implied	 by	 the	 forward-looking	 statements.	 As	 a	 result,	 Spin	 Master	 cannot	 guarantee	 that	 any	

forward-looking	statements	will	materialize,	and	you	are	cautioned	not	to	place	undue	reliance	on	

these	forward-looking	statements.	

Except	as	may	be	required	by	law,	Spin	Master	has	no	obligation	to	update	or	revise	any	

forward-looking	statement	whether	as	a	result	of	new	information,	future	events,	or	otherwise.	

For	additional	 information	on	these	assumptions	and	risks,	please	consult	the	cautionary	

statement	 regarding	 forward-looking	 information	 contained	 in	 the	 Company’s	 earnings	 release	

dated	March	13,	2017.	

Please	note	that	Spin	Master	reports	in	US	dollars,	and	all	dollar	amounts	to	be	expressed	

today	are	in	US	currency.	

I	would	now	like	to	turn	the	conference	over	to	Ronnen	Harary.	
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Ronnen	Harary	—	Co-Chief	Executive	Officer,	Spin	Master	Corp.	

Thank	you,	Mark.	Good	morning,	and	thanks	for	your	interest	in	Spin	Master.	

Let	me	begin	by	saying	that	2016	was	an	important	year	for	Spin	Master.	As	you	know,	we	

have	 four	 key	 growth	 strategies.	 These	 are	 to	 innovate	 our	 core	 toy	 portfolio;	 grow	 our	

international	 sales;	 develop	 evergreen	 global	 entertainment	 properties;	 and	 complete	 strategic	

value-creating	acquisitions.	

We	 made	 strong	 progress	 in	 each	 of	 these	 areas	 in	 2016,	 and	 the	 result	 was	 the	

outstanding	fourth	quarter	and	full	year	financial	results	we	reported	yesterday.	

We	 want	 to	 talk	 to	 you	 today	 about	 a	 few	 important	 themes	 relating	 to	 innovation,	

acquisitions,	and	entertainment	that	will	provide	some	context	to	our	strategies	and	performance.	

With	 Hatchimals,	 we	 produced	 the	most	 innovative,	 sought-after,	 and	 talked-about	 toy	

that	the	industry	has	seen	in	many	years.	Hatchimals,	in	many	ways,	was	the	culmination	of	over	20	

years	of	work.	

It’s	a	testament	to	our	culture	of	innovation	and	collaboration	that	brought	together	all	of	

our	internal	global	design	and	engineering	capabilities,	as	well	as	our	links	to	the	external	inventor	

community.	

Our	marketing	team	stepped	up	to	make	Hatchimals	Day	an	incredible	global	launch.	We	

have	 never	 experienced	 anything	 like	 the	 frenzied	 demand	 for	 Hatchimals	 that	 took	 hold	 after	

October	7th.	
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We	have	an	opportunity	to	build	on	that	awareness	that	we	have	created,	and	we	want	to	

capitalize	 on	 this	 in	 2017	 and	potentially	 beyond.	 Ben	will	 tell	 you	more	 about	 our	 plans	 for	 the	

brand	later	in	the	call.	

Spin	Master	 is	position	well	to	capitalize	on	some	of	the	toy	industry’s	areas	of	strength.	

We	are	encouraged	by	the	growth	of	the	games	and	puzzles	super	category,	which	in	2016	was	the	

fastest-growing	in	the	US	toy	industry	according	to	NPD.	

It’s	 remarkable	 to	see	how	games	and	puzzles	has	grown	 in	an	age	with	so	many	digital	

distractions.	Parents’	desire	to	spend	time	with	their	kids	in	an	unplugged	family	environment	is	an	

important	driver	of	the	growth	in	games	and	puzzles.	

We	were	 pleased	with	 our	 decision	 to	 enter	 the	 category	 in	 2010	with	 the	 purchase	 of	

some	titles	 from	Imagination,	and	subsequently	with	our	acquisition	of	Cardinal,	which	took	us	to	

the	number	two	in	the	games	and	puzzles	in	the	United	States.	

The	 unplugged	 theme	 is	 also	 a	 driver	 of	 growth	 in	 the	 outdoor	 category,	 which	 is	 the	

second-largest,	fastest-growing	category	in	the	US	toy	industry	according	to	NPD.	The	acquisition	of	

Swimways	 gives	 us	 the	 beachhead,	 and	we	 are	 excited	 about	 the	 opportunity	 to	 innovate	 in	 the	

outdoor	area.	

I	want	 to	 emphasize	 that	 Cardinal/Swimways	 acquisitions	 highlight	 a	 specific	 acquisition	

philosophy.	 In	each	case	 the	previous	owner	stayed	on	 to	continue	 running	 the	business	with	us.	
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They	focus	on	a	strategic	area	of	interest	while	we	absorb	the	back-end	and	tap	into	our	innovation	

and	distribution	capabilities	to	grow	more	effectively	than	they	can	grow	on	their	own.	

We	believe	there	are	other	acquisition	opportunities	in	the	industry	to	repeat	this	model.	

On	 the	 opposite	 end	 of	 the	 unplugged	 scale,	 technology	 continues	 to	 be	 an	 important	

driver.	It	is	making	a	difference	in	the	industry,	especially	in	the	entertainment	space.	

Kids	now	can	view	content	whenever	they	want.	This	allows	shows	to	connect	with	larger	

audiences	 and	 increases	 their	 reach	 and	 frequency.	 Partners,	 like	 Nickelodeon,	 are	 able	 to	 offer	

both	linear	broadcast	and	on-demand	or	SVOD	platforms,	such	as	iTunes.	

YouTube	has	also	opened	up	opportunities	to	bring	a	different	format	of	content	to	kids.	

We	will	continue	to	evolve	our	entertainment	platform,	including	our	licensing	program,	to	produce	

great	long-	and	short-form	content	to	reach	the	widest	possible	audience.	

Overall,	we’re	 very	pleased	with	our	 2016	performance	 and	are	 feeling	 confident	 about	

2017.	We	have	a	strong	lineup	of	new	products	coming	this	year	that	we’re	excited	about	and	which	

many	of	you	saw	in	New	York	recently.	

We’re	 going	 to	 continue	building	our	 core	brands	 and	 content,	 and	we’re	 entering	new	

international	 markets.	 And	 we’re	 keeping	 an	 eye	 out	 for	 acquisitions	 that	 will	 create	 value	 for	

shareholders.	

I’ll	now	hand	over	to	Mark	Segal,	our	Chief	Financial	Officer,	to	review	our	financial	results	

in	more	detail.	
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Mark?	

Mark	Segal	

Thanks,	Ronnen.	I’ll	start	by	reviewing	our	fourth	quarter	results	followed	by	the	full	year,	

then	I	will	review	our	business	segments	for	both	periods,	and	conclude	with	our	outlook	for	2017.	

Overall,	our	Q4	revenue	increased	30.9	percent	from	2015	to	338.4	million.	If	you	exclude	

Swimways,	which	we	acquired	midway	through	the	third	quarter,	fourth	quarter	revenue	grew	26.1	

percent.	 And	 in	 constant	 currency	 terms,	 revenue	 increased	 by	 33.9	 percent	 relative	 to	 Q4	 ’15.	

Gross	product	sales	increased	30.9	percent	in	the	fourth	quarter	to	376.2	million	compared	to	287.5	

million	in	Q4	’15.	

Our	international	growth	was	strong	in	Q4,	with	gross	product	sales	rising	59.4	percent	in	

Europe	year	over	year	and	34.8	percent	in	the	rest	of	the	world.	Overall,	international	gross	product	

sales	comprised	34.8	percent	of	sales	in	the	fourth	quarter.	

I’d	also	note	that	our	North	American	gross	product	sales	rose	21.9	percent	in	the	fourth	

quarter	compared	to	Q4	’15.	So	we	are	doing	well	in	our	home	markets	too.	

Other	revenue,	which	includes	merchandising,	royalty,	and	television	distribution	income	

from	products	marketed	by	third	parties	using	Spin	Master’s	owned	intellectual	property,	rose	53.8	

percent	year	over	year	to	12.3	million.	Other	revenue	also	includes	app	revenue	from	Toca	Boca	and	

Sago	Mini.	
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Q4	2016	gross	profit	 increased	30.7	percent	to	172	million,	representing	50.8	percent	of	

revenue.	That	compares	to	131.6	million,	or	50.9	percent	of	revenue	in	Q4	’15.	The	increase	in	gross	

profit	reflects	higher	sales	volumes	year	over	year.	

Total	SG&A	expenses	in	the	fourth	quarter	were	160	million.	This	equates	to	46.6	percent	

of	 revenue	 after	 excluding	 share-based	 compensation.	 By	 comparison,	 SG&A	 on	 the	 same	 basis	

represented	 50.1	 percent	 of	 revenue	 in	 Q4	 2015.	 The	 decline	 reflects	 that	 we’re	 generating	

operating	leverage	as	we	grow.	

We	 reported	 net	 income	 of	 2.7	 million,	 or	 $0.03	 a	 share	 in	 the	 fourth	 quarter.	 That	

compares	to	a	loss	of	13.3	million,	or	$0.13	a	share	in	Q4	2015.	Adjusted	net	income	was	9.3	million,	

or	$0.09	a	share	compared	to	6.7	million,	or	$0.07	a	share	last	year.	

Our	Q4	adjusted	EBITDA	was	22.9	million,	up	more	than	68	percent	from	2015.	Adjusted	

EBITDA	margins	rose	to	6.8	percent	compared	to	5.3	percent	in	Q4	’15.	That	reflects	the	increase	in	

gross	profit,	as	well	as	lower	SG&A	expenses.	

As	a	reminder,	when	we	talk	about	Q4	from	a	profitability	perspective	a	significant	portion	

of	our	annual	marketing	expenses	are	incurred	in	Q4	in	order	to	maximize	the	impact	on	consumer	

purchases	 and	 our	 return	 on	 investment.	 This	 typically	 causes	 a	 misalignment	 of	 sales	 and	

marketing	 spending	between	Q4	and	Q3,	 resulting	 in	adjusted	EBITDA	margins	 in	Q4	 significantly	

below	those	in	Q3.	
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Finally,	we	had	negative	free	cash	flow	of	3.9	million	in	the	quarter	compared	to	negative	

6.3	million	last	year.	

Turning	now	to	our	full	year	2016	results.	We	generated	revenue	of	1.15	billion	in	2016,	up	

31.3	 percent	 compared	 to	 879.4	million	 last	 year.	 In	 constant	 currency	 terms,	 revenue	 increased	

32.9	percent.	

Gross	product	sales	rose	27.7	percent	from	last	year	to	1.25	billion.	It’s	worth	noting	that	

over	the	last	10	years	we	have	grown	gross	product	sales	at	a	compound	annual	growth	rate	of	14	

percent.	

International	sales	for	2016	were	32.5	percent	compared	to	29.6	percent	in	2015,	moving	

us	closer	to	our	medium-term	goal	of	generating	40	percent	of	sales	from	international	customers.	

We’re	finally	starting	to	enjoy	some	significant	economies	of	scale	in	the	international	markets.	Ben	

will	have	more	to	say	about	this	later	in	the	call.	

Our	other	 revenue	 in	2016	was	47.9	million,	up	nearly	150	percent	 from	19.2	million	 in	

2015.	That	was	driven	by	increased	royalty	income	and	the	inclusion	of	app	revenue	from	Toca	Boca	

and	Sago	Mini.	

Gross	 profit	 for	 the	 year	was	 596.7	million,	 or	 51.7	 percent	 of	 revenue	 compared	with	

458.9	million,	or	52.2	percent	of	revenue	in	2015.	The	slight	decline	in	gross	margin	was	primarily	

due	to	the	inclusion	of	lower-marginal	Cardinal	and	Swimways	products	and	foreign	exchange	due	
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to	 the	 weak	 pound	 in	 Europe,	 partially	 offset	 by	 product	 mix	 and	 increased	 licensing	 and	

merchandising	revenue.	

We	continue	to	focus	on	cost	management	and	generating	operating	leverage.	

SG&A	expenses,	excluding	stock-based	compensation,	was	70	basis	points	 lower	in	2016,	

representing	36.7	percent	of	revenue	compared	to	37.4	percent	in	2015.	

Marketing	 expenses	 of	 112.4	 million	 in	 2016	 represented	 9.7	 percent	 of	 revenue	

compared	 to	10.4	percent	 last	year,	even	 though	we	 increased	marketing	spend	on	US	media	 for	

key	brands,	such	as	PAW	Patrol;	Air	Hogs;	Secret	Life	of	Pets;	and	Meccano,	as	well	as	increased	PR,	

research,	and	commercial	development.	The	highly	successful	North	American	PAW	Patrol	tour	was	

a	key	element	of	our	increased	PR	spend	and	was	attended	by	over	1.3	million	people.	

Product	 development	 expenses	 represented	 1.9	 percent	 of	 revenue	 compared	 to	 1.7	

percent	 last	year.	2016	was	slightly	higher	 than	2015,	primarily	due	 to	 investments	 in	Hatchimals	

and	Air	Hogs	augmented	reality	technology.	

Selling	expenses	represented	6.7	percent	of	revenue,	slightly	higher	than	the	6.3	percent	

in	2015,	primarily	due	to	the	inclusion	of	a	full	year	of	sales	of	Cardinal-licensed	games	and	puzzles.	

Distribution	expenses	of	32.2	million	represented	2.8	percent	of	revenue	compared	to	2.5	

percent	 in	2015,	driven	by	 increased	 inventory	 storage	 costs.	As	we	 reported,	 the	 slight	 year-on-

year	 increase	was	 associated	with	 us	 bringing	 in	 $10	million	 of	 inventory	 earlier	 due	 to	 the	G20	

Summit	in	China	in	order	to	avoid	any	shipping	delays,	as	well	as	continued	strong	growth	in	Europe,	
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which	has	a	higher	domestic	post	FOB	sales	mix,	and	Cardinal,	which	also	has	a	higher	domestic	post	

FOB	sales	mix	in	North	America.	

Admin	expenses	was	17.4	percent	of	revenue	in	2016	compared	with	22.3	percent	in	2015.	

Excluding	 the	 impact	 of	 share-based	 compensation,	 admin	 expenses	 represented	 15.6	 percent	 of	

revenue	in	2016	compared	to	16.5	percent	in	2015.	If	admin	expenses	are	further	adjusted	for	Toca	

Boca	 and	 Swimways	 acquisition	 transaction	 costs	 for	 a	 true	 year-over-year	 comparison,	 admin	

expenses	were	14.7	percent	of	revenue	in	2016	compared	to	16.5	percent	in	2015,	representing	1.8	

percent	of	operating	leverage.	

We	 reported	net	 income	 for	 the	 full	 year	of	99.5	million,	or	$0.99	a	 share.	 This	 is	more	

than	double	the	net	income	of	47.1	million,	or	$0.48	a	share	in	2015.	

Adjusted	net	 income	rose	approximately	21.8	percent	year	over	year	to	120.1	million,	or	

$1.19	a	share	compared	to	98.6	million,	or	$1.04	a	share	in	2015.	

Adjusted	EBITDA	was	205.5	million	 in	2016,	up	28.1	percent	 from	160.4	million	 in	2015,	

driven	by	higher	sales	volumes	and	increased	gross	profit.	Adjusted	EBITDA	margins	declined	slightly	

to	17.8	percent	in	2016	from	18.2	percent	in	2015,	primarily	due	to	our	recent	acquisitions.	

The	 decline	was	 partially	 offset	 by	 product	mix;	 increased	 licensing	 and	 royalty	 income;	

operating	leverage;	and	other	productivity	initiatives.	
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We	generated	 118.7	million	 of	 free	 cash	 flow	 in	 2016.	 That	was	 nearly	 double	 the	 67.2	

million	we	reported	in	2015.	Free	cash	flow	represented	67	percent	of	EBITDA	in	2016	compared	to	

61.6	percent	in	2015.	

Looking	at	our	business	segments	for	both	Q4	and	2016,	gross	product	sales	in	Activities,	

Games	&	Puzzles	 and	 Fun	 Furniture	were	109.5	million	 in	Q4,	 up	9.2	 percent	 from	 last	 year.	 For	

2016,	 sales	 rose	 46	 percent	 to	 337.8	 million.	 Cardinal	 and	 Bunchems	 were	 the	 two	 strongest	

contributors.	

In	the	Remote	Control	and	Interactive	Character	segment,	Q4	gross	product	sales	rose	85	

percent	 to	92.6	million.	 For	2016,	 sales	were	282.8	million,	up	21.2	percent	 from	2015,	primarily	

driven	by	Hatchimals.	

Gross	 product	 sales	 in	 the	 Pre-School	 and	Girls	 segments	were	 125.1	million	 in	Q4	 and	

460.5	million	 in	 2016,	 both	up	more	 than	40	percent	 from	2015.	 Strong	demand	 for	 PAW	Patrol	

more	than	offset	lower	sales	for	Popples	and	Flutterbye	Fairy.	

In	Boys	Action	and	High-Tech	Construction,	 gross	product	 sales	were	34.8	million	 in	 the	

fourth	quarter	and	154.4	million	for	the	year,	down	27.7	percent	in	Q4	and	19.7	percent	for	2016.	

Sales	of	Star	Wars	licensed	Rogue	One	products	were	generally	much	lower	in	Q4	2016	compared	to	

The	Force	Awakens	release	in	2015.	
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Meccano	sales	also	declined	in	the	fourth	quarter,	as	the	Meccasaur	robotic	item	did	not	

meet	our	expectations.	However,	the	Meccano	core	line	was	solid,	and	Secret	Life	of	Pets	met	our	

expectations	in	both	Q4	and	2016.	

We	 generated	 19.1	million	 gross	 product	 sales	 in	 2016	 from	our	 new	Outdoor	 business	

segment,	 which	 was	 largely	 due	 to	 Swimways.	 Q4	 was	 the	 first	 full	 quarter	 of	 sales	 since	 we	

completed	the	Swimways	acquisition	in	Q3.	

Looking	 ahead	 to	 our	 outlook	 for	 2017,	 we’re	 anticipating	 another	 year	 of	 solid	

performance.	 Excluding	 Swimways,	 we’re	 projecting	 organic	 gross	 product	 sales	 growth	 in	 2017	

compared	to	2016	to	be	at	the	upper	end	of	our	long-term	target	range	of	mid-	to	high-single	digits.	

Including	Swimways,	we’re	expecting	organic	gross	product	sales	growth	in	the	low	teens	

in	 2017	 compared	 to	 2016.	 From	 a	 seasonality	 standpoint,	 excluding	 Swimways,	 we	 expect	

approximately	30	percent	of	our	2017	gross	product	sales	to	occur	in	the	first	half	of	the	year	and	70	

percent	in	the	second	half,	consistent	with	prior-year	seasonality.	

Including	Swimways,	we	expect	between	31	to	33	percent	of	gross	product	sales	to	fall	in	

H1,	as	Swimways	products	are	counter-seasonal,	with	around	70	to	80	percent	typically	sold	in	the	

first	half	of	each	year.	

From	 a	 margin	 perspective,	 excluding	 Swimways	 and	 Toca	 Boca,	 we	 expect	 adjusted	

EBITDA	margins	 to	 be	 slightly	 higher	 than	 2016.	 Including	 Swimways	 and	 Toca	 Boca,	 we	 expect	

adjusted	EBITDA	margins	to	be	consistent	with	2016.	
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Finally,	 I’d	 like	 to	 note	 one	 additional	 important	 development.	 In	 December,	 we	

restructured	 our	 credit	 facility	 so	 that	 the	 total	 amount	 of	 committed	 credit	 available	 increased	

from	280	million	to	510	million.	

Spin	Master	 is	 growing	 rapidly,	 both	organically	 and	by	 acquisition.	 This	 increase	 to	 our	

credit	facility	gives	us	greater	flexibility	and	capacity	as	we	pursue	growth.	

We	exited	2016	with	 just	 under	 $100	million	 cash	on	hand	and	 just	 over	 350	million	of	

capital	 available	 in	our	 credit	 facility.	We’re	 capable	of	making	 substantial	 investments	 in	 growth	

while	still	maintaining	a	strong	balance	sheet	and	conservative	leverage	profile.	

I’d	now	like	to	turn	it	over	to	Ben	Gadbois.	Ben?	

Ben	Gadbois	—	Global	President	and	Chief	Operating	Officer,	Spin	Master	Corp.	

Thank	you,	Mark.	We’re	very	pleased	with	our	financial	results	and	operating	performance	

in	2016.	We’re	delivering	on	all	four	of	our	strategic	growth	strategies.	

As	a	reminder,	our	four	growth	strategies	are	to	continue	to	innovate	our	core	portfolio;	

grow	international	sales;	build	global	entertainment	properties;	and	making	strategic	acquisitions.	

Speaking	of	 innovation,	 let	me	also	begin	with	Hatchimals.	As	Ronnen	discussed	earlier,	

Hatchimals	was	a	landmark	moment	in	the	history	of	our	company.	The	incredible	global	consumer	

demand	and	engagement	exceeded	our	expectations.	
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Initial	shipments	flew	off	customer	shelves	following	our	Hatchimals	Hatch	Day	on	October	

7th,	and	we	could	not	restock	fast	enough.	I’m	glad	to	say	that	Hatchimals	are	back	in	stock	at	major	

retailers,	and	demand	remains	strong.	

To	 date,	we’ve	 had	well	 over	 2	million	 successful	 hatches,	 and	Hatchimals	 continues	 to	

delight	 kids	 around	 the	 world.	We	 were	 very	 pleased	 when	 Hatchimals	 was	 recognized	 with	 an	

award	for	the	most	Innovative	Toy	of	the	Year	at	the	recent	New	York	Toy	Fair.	

Obviously	when	you	have	such	a	success,	it	is	important	to	maximize	the	opportunity.	Our	

brand	team	is	hard	at	work	developing	many	creative	new	ideas	to	maximize	value.	You’ll	see	our	

first	efforts	 in	a	 few	months	when	we	release	Hatchimals	Colleggtibles.	A	single	collectible	will	be	

priced	at	$2.99	per	single	pack,	and	will	also	be	available	in	multiple	configurations	up	to	one	dozen	

collectibles	per	pack.	

The	child	hatches	 the	egg	by	 rubbing	on	 the	 shell	until	 it	 changes	 colour,	 indicating	 it	 is	

ready	to	hatch.	There	will	initially	be	70	different	Hatchimals	Colleggtibles.	

According	to	NPD,	sales	of	collectibles	grew	at	over	30	percent	 in	2016,	and	we	are	very	

excited	 to	 launch	 this	 innovative	 item.	 We	 will	 launch	 the	 higher-price	 point	 Hatchimals	 Glitter	

Garden	collection	in	mid-2017.	These	critters	have	sparkles	in	their	fur,	and	hatch	out	of	shimmering	

speckled	eggs.	

Later	 in	 the	year,	 around	October	6th,	we	will	 have	another	big	 surprise	 for	our	 second	

Hatchimals	Day.	
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The	process	that	drove	Hatchimals,	our	36-month	brand	innovation	pipeline,	continues	to	

work	well,	and	is	deeply	ingrained	in	the	culture	of	management	at	Spin	Master.	

Let	me	 run	 you	 through	 a	 few	 highlights	 of	 2016	 and	 2017.	 In	 the	 Activities,	 Games	 &	

Puzzles	and	Fun	Furniture	segment,	we’re	continuing	to	get	very	strong	contribution	from	Cardinal	

and	Bunchems.	

Cardinal	continues	to	grow	domestically	and	internationally	as	we	leverage	our	global	sales	

and	distribution	infrastructure.	Bunchems	are	resonating	particularly	well	with	kids	in	Europe.	

We’re	also	pleased	with	the	performance	of	Pottery	Cool	and	related	Cool	activities	items,	

as	well	as	Build-A-Bear,	which	was	 introduced	 in	2016.	 In	2017,	we	will	be	 launching	the	hair	and	

makeup	brush	studio	in	a	new	compound	under	the	Kinetic	brand,	Kinetic	Rock.	

In	 Remote	 Control	 and	 Interactive	 Character,	 we	 released	 the	 number-one	 selling	 TV-

advertised	ground	RC,	Thunder	Trax,	a	remote-control	all-terrain	vehicle.	In	2017,	we’ll	be	releasing	

a	series	of	virtual	reality	racing	drone	at	various	price	point	under	the	DR1	licence,	as	well	as	Robo	

Trax,	 a	 tank	 that	 turn	 into	 a	 robot	 and	 shoot	 missiles.	 In	 the	 augmented	 reality	 sphere,	 we’re	

expanding	on	these	concepts,	and	see	some	exciting	development	for	2018	and	beyond.	

In	Pre-School	and	Girls,	PAW	Patrol	continues	to	grow.	In	2016,	PAW	Patrol	generated	very	

strong	sell-through	in	all	geographies	globally,	but	especially	in	Europe.	We	made	sure	that	shelves	

were	well-stocked	with	fresh	product	throughout	Q4	to	avoid	the	possibility	that	kids	might	switch	

to	an	alternative	licence	or	fill	with	competitive	product.	
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This	created	strong	performance	for	the	quarter	and	the	year,	and	set	us	up	well	for	the	

front	half	of	2017.	In	2017,	outside	of	entertainment,	we	will	be	launching	Luvabella,	a	sophisticated	

doll	with	animatronic	technology	that	creates	a	real-lifelike	nurturing	experience.	

We	are	relaunching	ZhuZhu	Pets	later	in	2017	as	well	under	the	licensing	arrangement	we	

announced	last	fall	with	Cepia.	

In	Boys	Action	and	High-Tech	Construction,	as	Mark	mentioned,	Meccano	sales	were	down	

in	2016	relative	to	2015,	primarily	due	to	the	Meccasaur	which	did	not	resonate	with	consumers	as	

well	as	we	expected,	but	we	have	strong	plans	for	2017.	

The	Meccano	core	Super	Car	vehicle	licence,	such	as	Ferrari,	are	doing	well.	Also,	the	new	

Meccano	construction	brand,	John	Deere,	is	shipping	this	fall.	

In	addition	as	part	of	the	tech	segment	of	Meccano,	we’re	releasing	M.A.X.	Robot,	which	is	

one	of	our	most	advanced	products	ever	combining	 robotic	 technology	with	artificial	 intelligence.	

The	level	of	personalization	in	this	product	is	truly	remarkable,	and	it	has	been	very	well-received.	

We’re	also	excited	about	the	Meccano	MeccaSpider,	which	has	an	interactive	personality	

and	a	unique	venom	attack.	

We	will	 also	 be	 launching	 an	 upgraded	 life-size	 version	 of	 BB-8	 later	 this	 year,	which	 is	

featured	in	the	next	iteration	in	the	Star	Wars	series	due	for	release	in	late	2017.	
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And	in	our	new	Outdoor	segment,	we	have	many	plans	to	grow	Swimways	internationally	

and	 to	 innovate	 in	 the	 water	 sport	 and	 toy	 area.	 You’ll	 hear	 more	 from	 us	 about	 Swimways’	

performance	during	the	course	of	2017.	

It	 is	 important	 to	 understand	 that	we’re	well	 aware	 of	 the	 success	 that	Hatchimals	 and	

PAW	Patrol	 drove	 in	 2016.	 Both	 are	 the	outcome	of	 our	 four	 growth	 strategies.	 They	 are	 also	 in	

different	phases	globally	as	far	as	their	maturity.	

Our	 36-month	 brand	 innovation	 pipeline	 is	 filled	 with	 future	 product	 launches	 in	 core	

product,	as	well	as	new	entertainment	properties.	

As	we	previously	discussed,	we	closely	monitor	point	of	sales	and	supply	and	demand,	and	

are	focused	on	ensuring	that	we	are	clean	at	the	end	of	the	year,	both	internally	and	at	retail.	The	

management	of	inventory	on	our	balance	sheet	and	at	retail	is	very	tightly	monitored,	and	is	one	of	

the	key	metrics	for	managing	the	Company.	

For	2016,	we	ensured	that	retailers	had	higher	line	fill	rates	and	remained	in	stock	through	

two	 of	 the	 critical	 selling	 windows	 of	 November	 and	 December.	 Our	 strong	 POS	 sell-through	

ensured	that	we	ended	the	year	with	retail	inventory	levels	in	line	with	our	expectation.	

Furthermore,	 we	 are	 very	 satisfied	 with	 the	 quality	 and	 mix	 of	 our	 inventory	 at	 retail.	

These	factors	have	enabled	strong	POS	momentum	leading	into	the	front	half	of	2017	compared	to	

2016.	
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I’d	 now	 like	 to	 turn	 to	 our	 international	 growth.	We	 delivered	 impressive	 results	 in	 the	

fourth	quarter,	with	gross	product	sales	growth	of	almost	60	percent	 in	Europe	and	35	percent	 in	

the	rest	of	the	world	segment.	

We	entered	several	new	markets	in	2016,	and	in	the	Cardinal	and	EG	Games	acquisitions	

they	have	really	enhanced	our	product	offering	and	distribution	capabilities.	

We	have	reached	a	point	in	many	key	international	markets	where	due	to	the	breadth	of	

our	product	 line;	our	 investment	 in	 talent;	our	distribution	and	marketing	reach;	and	the	growing	

strength	of	our	brand,	we	are	 starting	 to	enjoy	 some	significant	economies	of	 scale.	 In	many	key	

markets	 we	 can	 now	 build	 more	 meaningful	 product	 launch	 and	 marketing	 campaigns	 than	 we	

could	have	a	few	years	ago,	and	we	can	do	it	with	much	less	financial	risk.	

This	 drives	 strong	 financial	 performance	 and	 positions	 us	 for	 further	 success.	 We	 now	

understand	 what	 works	 and	 what	 doesn’t	 much	 better	 than	 just	 a	 few	 years	 ago,	 and	 that’s	

contributing	to	the	acceleration	of	our	growth	strategy.	

In	2014,	international	sales	were	29	percent	of	total	sales.	In	2015,	we	grew	to	30	percent;	

and	in	2016,	we	grew	again	to	just	under	33	percent.	

Looking	forward,	as	we	grow	towards	our	goal	of	40	percent	of	gross	product	sales	from	

international	markets	 in	 the	 next	 few	 years,	we	will	 continue	 to	 expand	 our	 business	 in	 existing	

markets;	open	new	markets;	strategically	convert	some	of	our	distributors	to	our	own	sales	office;	

and	grow	business	with	third-party	distributors	where	we	do	not	have	offices.	
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The	achievement	of	this	goal	would	represent	an	additional	150	million	to	200	million	of	

sales	opportunity.	 In	2017,	we	are	 looking	 forward	 to	 the	 contribution	 from	our	 recently	opened	

sales	office	in	Eastern	Europe	servicing	five	countries	and	Australia.	

In	addition	to	international	sales	growth,	it	is	also	important	to	note	that	online	sales	are	

rising	at	a	much	faster	pace	than	in-store,	according	to	NPD.	Online	sales	grew	18	percent	last	year,	

more	than	3	times	the	industry	growth	rate.	

We	focused	extensively	on	the	online	channel	in	2015	and	’16,	and	I’m	pleased	to	say	that	

our	online	business,	which	used	to	 lag	 the	 industry	growth,	grew	even	 faster	 than	the	 industry	 in	

2016.	Online	now	represents	approximately	22	percent	of	our	sales,	and	is	in	line	with	the	industry	

overall.	

Growth	 is	 being	 driven	 in	 our	 view	 by	 increasing	 trust	 in	 the	 next-day	 or	 second-day	

delivery,	and	that	has	extended	the	season	for	the	online	retailers	that	used	to	slow	down	around	

mid-December.	 It	 is	now	staying	strong	later	 in	December,	which	are	the	largest	volume	weeks	of	

the	toy	season.	

It’s	worth	noting	that	retail	pricing	was	quite	aggressive,	as	retailers	are	continuing	to	fight	

for	market	share,	both	amongst	the	bricks-and-mortar	and	online	channels.	

In	 terms	 of	 entertainment,	 our	 third	 growth	 strategy,	 our	 goal	 is	 to	 extend	 our	 existing	

franchise	and	 launch	at	 least	one	new	entertainment	property	per	year.	PAW	Patrol	 continues	 to	
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generate	innovative	content,	and	was	recognized	as	the	License	of	the	Year	at	the	recent	Toy	of	the	

Year	Awards	in	New	York.	

We’re	now	in	season	four	of	PAW	Patrol	in	many	key	market,	including	the	US	and	Canada,	

and	are	 in	production	and	development	of	 seasons	 five	and	six.	Keep	 in	mind	 that	 in	many	other	

markets,	including	some	key	markets	in	Europe,	we	are	only	on	season	two	and	three,	and	we	will	

only	launch	PAW	Patrol	in	Asia	for	the	first	time	later	in	2017.	

We	 continue	 to	 be	 excited	 about	 PAW	 Patrol’s	 long-term	 growth	 potential	 and	 are	

continuing	to	manage	the	property	with	a	long-term	mentality.	

In	2016,	we	also	launched	Rusty	Rivets,	which	began	airing	on	Nickelodeon	in	November.	

Rusty	Rivets	is	inspired	by	the	maker	culture	and	encourages	kids	to	creatively	solve	problems.	The	

show	continues	to	rate	strongly	in	its	key	demographic.	

We	will	launch	a	Rusty	Rivets	toy	line	on	a	limited	basis	late	in	2017,	with	a	full	global	toy	

launch	in	2018.	

We	are	hard	at	work	on	a	number	of	other	 interesting	and	 creative	properties	 for	both	

boys,	girls,	and	pre-school,	 including	the	relaunch	of	Bakugan	at	some	point	in	the	not	too	distant	

future.	

Our	fourth	growth	strategy	is	to	continue	to	make	strategic	acquisitions.	Since	our	IPO	in	

2015,	we	have	completed	five	acquisitions,	including	four	in	2016.	
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The	 integration	 of	 all	 of	 these	 have	 gone	 very	 smoothly.	 The	 Cardinal	 and	 EG	 Games	

transaction	have	been	important	to	the	growth	of	both	our	North	American	and	European	business,	

and	positions	us	for	continued	growth.	

Etch	A	Sketch	received	minimal	investments	for	decades	until	we	acquired	it	last	year.	Our	

product	development	team	went	to	work,	and	we’re	breathing	new	life	into	this	iconic	brand	with	a	

number	 of	 exciting	 products	 to	 be	 launched	 in	 2017	 and	 more	 being	 developed	 for	 2018	 and	

beyond.	

Etch	A	Sketch	Freestyle	uses	LCD	technology,	and	allows	kids	to	draw	freestyle	and	stamp	

in	colour.	And	Etch	A	Sketch	Junior	Joystick	is	targeted	specifically	for	young	kids.	

The	Toca	Boca	and	Sago	Mini	acquisitions	were	a	key	step	in	the	strategy	to	complement	

our	 toy	and	entertainment	business	with	mobile	digital	 capability.	With	15	million	monthly	active	

users,	we	want	to	grow	our	mobile	digital	app	business	and	app	sales,	and	it	has	been	very	positive.	

Sago	Mini	 launched	a	 full	 line	of	products	 in	2016,	 including	toys,	clothing,	and	bedding,	

and	will	continue	to	build	on	this	 in	2017.	Toca	Boca	will	 launch	an	exclusive	line	of	toys,	apparel,	

and	bedding	with	a	major	retailer	this	fall.	

We’re	 pleased	with	 the	 performance	 of	 Swimways	 so	 far.	We	 expect	 to	 add	 significant	

value	to	our	innovation	network	and	distribution	capabilities.	
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Swimways	is	primarily	a	North	American	business	today,	with	more	than	95	percent	sales	

occurring	 in	 the	 US.	 And	 we	 believe	 there	 is	 a	 meaningful	 opportunity	 to	 leverage	 our	 global	

network	to	boost	international	sales.	

Turning	 now	 to	 our	 prospects	 for	 2017.	We	 have	 just	 come	 out	 of	 our	 key	 period	 for	

annual	toy	shows	in	Hong	Kong,	Nuremberg,	and	New	York,	and	we’ve	had	very	positive	reaction	to	

our	2017	product	line.	

In	addition	 to	what	Mark	provided	earlier	 in	our	2017	outlook,	 I’d	also	 like	 to	note	 that	

outlook	 for	 the	global	 toy	 industry	 remains	positive.	According	 to	NPD,	US	 industry	grew	about	5	

percent	in	2016,	and	the	forecast	for	2017	is	roughly	the	same.	

In	 2016,	 consumers	 waited	 until	 the	 last	 minute	 to	 shop	 growing	 the	 week	 before	

Christmas	by	28	percent,	likely	at	the	expense	of	store	visits.	It	is	worth	noting	that	Christmas	2017	

is	on	a	Monday,	which	will	hopefully	drive	a	big	weekend	of	shopping.	

Key	 industry	 theme	 for	 2017	 according	 to	 NPD	 include	 retro	 toys,	 board	 games,	 and	

outdoor	 and	 sport	 toys.	 As	 we	 have	 discussed,	 Spin	 Master	 is	 well-positioned	 relative	 to	 these	

macro	industry	trends.	

To	conclude,	we	had	a	very	successful	2016.	We	have	a	number	of	important	catalysts	that	

makes	us	excited	about	2017.	



 

 25 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

March 14, 2017 — 9:30 a.m. E.T. 
Spin Master Corp. Fiscal 2016 Fourth Quarter Results Conference 

Call 

Our	 entire	 management	 team	 is	 focused	 and	 hard	 at	 work	 to	 execute	 against	 our	

strategies.	Our	top	brands	are	performing	well,	and	our	36-month	rolling	brand	innovation	pipeline	

continues	to	drive	innovation.	

We’re	 reaching	 critical	 mass	 in	 many	 key	 international	 markets.	 We’ve	 built	 strong	

entertainment	 content	 and	 partnerships,	 and	we’re	 establishing	 ourselves	 as	 a	 company	 able	 to	

acquire	and	integrate	strategic	acquisitions.	

We’ll	 continue	 to	 focus	 on	 each	 of	 our	 four	 key	 growth	 strategies	 to	 drive	 profitable	

growth	in	2017	and	for	2018	and	beyond.	We’re	confident	that	they	will	keep	generating	significant	

value	for	shareholders.	

That	concludes	our	formal	remarks	at	this	time.	Ronnen,	Mark,	and	I	will	now	be	pleased	

to	answer	your	questions.	

Operator,	please	begin	the	question	period.	

	

Q&A	

Operator	

At	this	time,	I	would	like	to	remind	everyone	in	order	to	ask	a	question,	press	*,	then	the	

number	1	on	your	telephone	keypad.	

Your	 first	question	comes	 from	the	 line	of	Sabahat	Khan	with	RBC	Capital	Markets.	Your	

line	is	open.	
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Sabahat	Khan	—	RBC	Capital	Markets	

Thanks,	and	good	morning.	You	provided	some	colour	on	PAW	Patrol	and	the	outlook	for	

this	year.	 I	 just	wanted	to	get	some	additional	 information	on	as	a	percentage	of	sales	what	PAW	

Patrol	 came	out	 for	 2016?	And	what	 in	 your	 guidance	what	 you’re	 expecting	 as	 a	 percentage	 of	

sales	for	2017	as	well?	

Mark	Segal	

Okay.	So,	Sabahat,	if	you	recall,	the	guidance	for	2016	for	PAW	Patrol	is	that	we	expected	

PAW	Patrol	to	be	around	25	percent	of	sales.	Actually,	it	turned	out	to	be	a	little	higher	than	that,	

somewhere	in	the	25	to	30	percent	range;	in	that	zone.	This	was	primarily	due	to	the	growth	that	

we	experienced	in	Q4.	

As	Ben	mentioned,	we	had	a	lot	of	PAW	Patrol	growth	in	Europe	in	2016.	And	in	fact,	PAW	

Patrol	 really	 accelerated	 around	 the	 world	 in	 Q4,	 and	 so	 we	 actually	 saw	 a	 little	 bit	 of	 higher	

percentage	in	2016	than	we	expected.	But	given	our	lineup	for	2017	and	given	the	expectations	of	

our	entire	product	 line,	we	 continue	 to	 see	PAW	growing,	but	we	 see	 it	 at	 around	25	percent	 in	

2017.	

Sabahat	Khan	

And	just	one	more	follow-up	there;	you	mentioned	that	you	will	expand	the	franchise	into	

Asia	later	this	year.	Would	you	have	which	countries	specifically	you’re	looking	to	get	into?	

Ben	Gadbois	
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Sabahat,	 we’re	 looking	 at	 China	 right	 now,	 so	we’re	 …	 This	 is	 going	 to	 be	 the	 first	 key	

market	that	we	will	enter	later	this	year.	

Sabahat	Khan	

Okay.	Thanks	for	that.	And	then	one	last	one	for	me;	the	other	revenue	line,	how	do	you	

see	that	trending	in	2017	versus	2016?	

Mark	Segal	

Well,	the	other	revenue	line	comprises	two	elements—actually	three	elements,	as	we’ve	

discussed	 before.	 One	 is	 distribution	 fees	 from	 broadcast	 partners,	 the	 other	 is	 licensing	 and	

merchandising	income,	and	then	the	third	element	is	app	revenue	from	Toca	Boca	and	Sago	Mini.	

So	 we	 see	 other	 revenue	 roughly	 the	 same	 in	 2017	 as	 2016	 maybe	 with	 some	 slight	

growth.	We	are	looking	at	some	licensing-out	programs	in	addition	to	what	we	have	currently.	For	

example,	with	Hatchimals	and	other	owned	IP,	we’re	looking	at	doing	some	licensing	out.	

So	hopefully	we’ll	see	some	growth	on	that	front,	but	not	in	anywhere	near	the	order	of	

magnitude	that	we	experienced	in	’16	versus	’15.	

Sabahat	Khan	

Okay.	Thank	you.	

Operator	

Your	 next	 question	 comes	 from	 the	 line	 of	Adam	Shine	with	National	 Bank.	 Your	 line	 is	

open.	
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Adam	Shine	—	National	Bank	Financial	

Thanks	a	lot.	Good	morning.	I	guess	I’ll	start	with	where	you	just	left	off	on	other	revenue;	

so,	Mark,	just	to	push	you	a	little	bit,	acknowledging	obviously	that	you	had	tremendous	growth	this	

past	year	given	some	of	the	acquisition	activity.	But	that	being	said,	$48	million	of	other	revenue	in	

2016,	 presumably	 that	 can	 grow	 in	 a	 20	 to	 30	 percent-ish	 range	 in	 the	 context	 of	 some	 of	 the	

further	 push	 on	 the	 IP	 leveraging,	 as	 well	 as	 any	 upside	 strength	 in	 regards	 to	 the	 Toca	 Boca	

initiatives.	Is	that	an	excessive	level	of	expectation?	Or	should	I	tone	that	down?	

Mark	Segal	

Yeah.	 As	 I	 just	 said,	 Adam,	 I	 think	 that	 might	 be	 a	 little	 bit	 excessive	 in	 terms	 of	

expectations.	I	think	we’re	hopeful	that	we	could	see	some	incremental	growth	in	connection	with	

app	revenue	from	Toca	Boca	and	Sago	Mini	that	is	strong.	And	we’re	confident	that	it	will	continue	

to	grow.	

As	I	said,	our	licensing	and	merchandising	income	from	our	new	programs	like	Hatchimals	

hopefully	will	kick	in,	but	that’s	new	for	us.	And	I	don’t	want	to	get	too	ahead	of	ourselves	on	that	

front	either.	

So	from	my	personal	perspective,	I	would	see	some	modest	growth	in	line	with	our	organic	

gross	 product	 sales	 growth	 for	 2017	 on	 the	 licensing	 and	 merchandising	 line,	 but	 I	 think	 that	

anything	beyond	that	might	be	a	little	bit	too	aggressive.	

Adam	Shine	
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Okay.	And	when	we	go	back,	 I	guess,	Ben	 in	 the	press	 release	 talked	about	how	Europe	

and	 the	 rest	of	 the	world	exceeded	your	expectations.	 You	 touched	on	a	 few	elements	of	where	

growth	was	certainly	driven.	Can	you	maybe	elaborate	a	little	bit	on	that?	And	sort	of	looking	out	to	

next	year,	clearly	there	is	going	to	be	some	pretty	attractive	growth	coming	out	of	Europe.	

Ben	Gadbois	

Yeah.	Good	morning,	Adam.	So	if	you	go	back	a	few	years—I’m	just	going	to	take	a	little	bit	

of	a	step	back—is	we	completely	restructured	Europe	in	terms	of	how	we’re	positioned	to	do	our	

marketing	campaign;	how	we’re	managing	retailers;	how	we’ve	increased	the	number	of	the	doors;	

and	what’s	actually	happening	now	is	it’s	working.	

So	we’re	increasing	the	numbers	of	doors.	We	as	a	company	have	been	able	to	build	a	lot	

more	credibility	with	all	the	retailers	because	not	so	long	ago	we	were	newcomers	in	Europe	where	

maybe	you	weren’t	so	sure	about	us.	And	now	with	the	results	we’ve	had	over	…	Building	now	for	

the	last	few	years,	we’ve	created	a	lot	of	credibility	with	these	retailers.	So	our	portfolio	as	a	whole	

is	working	very	well.	

PAW	Patrol	is	obviously	driving	a	lot	of	sales;	so	is	Hatchimals.	But	the	key	and	most	salient	

point	here	 is	 our	portfolio	 as	 a	whole	 is	 resonating	 very	well,	 and	as	 a	 result	 of	 us	being	able	 to	

leverage	this	new	transformed	infrastructure	in	Europe	it’s	driving	a	lot	of	growth.	

Adam	Shine	
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Great.	 Thanks	 for	 that.	 And	maybe,	Mark,	 I	 realize	we’re	 going	 to	 get	 a	 bunch	 of	more	

details	in	the	MD&A	a	week	or	two	from	now,	but	is	there	anything	that	you	can	tell	us	in	regards	to	

performance	from	the	top	three	retailers?	

Mark	Segal	

Yeah.	Sure.	So	yeah,	this	information	will	be	published	in	the	MD&A,	but	I’ll	give	it	to	you	

now.	The	top	three	in	2016	was	51.9	percent.	The	top	three	the	year	before	was	57	percent.	

So	 you	 are	 seeing	 our	 concentration	 around	 the	 top	 three	 declining	 as	 we	 grow	

internationally	and	also	as	we	grow	our	channels,	whether	it	be	online	or	value	channels,	whatever	

it	 might	 be.	 Channel	 diversification	 and	 our	 geographic	 diversification	 is	 driving	 down	 our	

concentration	around	the	top	three,	who	are	by	the	way	continuing	to	grow,	but	just	relatively	at	a	

slightly	slower	pace	than	our	initiatives	outside	of	the	top	three.	

Adam	Shine	

That’s	great.	Thank	you	very	much.	

Operator	

Your	next	question	comes	from	the	line	of	Derek	Dley	with	Canaccord	Genuity.	Your	line	is	

open.	

Derek	Dley	—	Canaccord	Genuity	

Yeah.	Hi	there,	guys.	Just	given	the	strong	free	cash	flow	that	you	guys	have	continued	to	

generate,	and	obviously	we	saw	an	expansion	in	that	free	cash	flow	to	EBITDA—or	EBITDA	to	free	
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cash	flow	conversion	ratio,	can	you	just	remind	us	where	you’d	like	to	position	your	balance	sheet	

and	what	 leverage	 level	 you’d	be	 comfortable	 going	up	 to	 if	 a	 large,	 transformational	 acquisition	

were	to	present	itself?	

Mark	Segal	

Okay.	 So	 just,	 as	 you	 said,	 our	 free	 cash	 flow	 performance	 in	 2016	was	 strong,	 and	we	

landed	up	at	around	a	67	percent	free	cash	to	EBITDA	conversion	ratio.	If	you	actually	take	out	a	few	

onetime	items	that	will	not	occur	again,	like	for	example	the	CRA	settlement	in	the	middle	of	2016,	

that	free	cash	to	EBITDA	conversion	ratio	actually	goes	up	closer	to	around	75	percent	where	I	start	

getting	really	be	happy	and	pleased	and	obviously	want	to	continue	to	grow	 it	more.	But	 that’s	a	

good	ratio	to	start.	

In	terms	of	our	leverage,	we	ended	the	year	at	a	debt	to	LTM	EBITDA	of	around	0.8	times.	

However,	on	a	net	debt	 to	 LTM	EBITDA	we	 landed	up	at	0.3	 times.	 So	we	have	a	 strong	balance	

sheet.	 And	what	we’ve	 said	 before,	Derek,	 is	 that	we’re	 very	 comfortable	 going	 up	 to	 1.5	 times.	

That’s	a	reasonably	conservative	responsible	ratio	to	be.	But	we	would	go	up	to	at	least	2.5	times	if	

we	actually	saw	something	really	strategic,	and	something	that	was	interesting	to	us	that	would	be	

transformational.	

Above	that,	 I	 think,	as	a	company	we’d	start	getting	a	 little	bit	concerned,	and	we	might	

want	 to	 look	 to	 do	 some	 equity	 to	 bring	 that	 ratio	 down	 if	we	 felt	 there	was	 an	 acquisition	we	
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needed	 to	 do	 but	 that	 took	 us	 above	 2.5	 times,	 we’d	 certainly	 want	 to	 use	 some	 equity.	

Maintenance,	as	I	said	to	you,	around	1.5	times.	

Derek	Dley	

Okay.	Great.	That’s	helpful.	And	just	looking	at	your	product	portfolio,	both	from	segments	

and	geographically,	where	would	be	some	priorities	in	terms	of	adding	to	the	portfolio,	whether	it	

be	adding	more	 international	 revenues	or	 adding	 into—is	 there	a	 segment	 that	 you’re	 looking	at	

that	you	don’t	have	or	do	you	want	to	grow	in	certain	segments	more	than	others?	

Ben	Gadbois	

Derek,	as	 far	as	how	we	manage	our	portfolio,	we	have	this	36-month	brand	 innovation	

pipeline.	And	within	the	Company	we	have	global	business	unit	leaders	that	manage	their	portfolio,	

and	everyone	is	tasked	to	grow	their	portfolio.	So	as	far	as	where	we	want	to	grow	in	the	portfolio,	

the	answer	is	everywhere.	Okay?	

But	with	that	said,	there	will	always	be	opportunities	for	us	to	look	at	different	categories.	

And	as	we	 see	 these	 categories,	we	always	 look	 at	 should	we	do	 it	 ourselves	or	 should	we	do	 it	

through	 acquisition.	 And	Mark	 has	 briefly	 talked	 about	 the	way	we	 could	 fund	 acquisitions.	 And	

we’re	now	in	a	unique	position	as	a	company	where,	again,	if	you	go	back	a	few	years,	what	we’ve	

chosen	to	do	as	part	of	our	strategy	is	to	do	some	small	acquisition,	and	just	learn	as	an	organization	

how	to	integrate	and	how	to	make	these	acquisitions	successful.	
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We’ve	now	done	 a	 couple	medium	with	 Swimways	 and	Cardinal,	 and	now	we’re	 to	 the	

extent	the	right	larger	one	comes	along	in	different	categories	that	attract	us,	we	would	actually	be	

ready	to	do	it	and	prepared	to	do	it.	And	the	organization	will	know	how	to	do	it.	

But	with	that	said,	we’re	not	necessarily	prepared	to	comment	now	into	which	category	or	

who	we’d	be	interested	in.	

Derek	Dley	

Okay.	 No,	 that’s	 helpful.	 And	 then	 just	 the	 last	 one	 for	 me;	 just	 in	 relation	 to	 your	

international	sales,	I	mean	we	saw	some	really	strong	growth.	Can	you	comment	on	the	difference	

in	 performance	 in	 the	 areas	 that	 you	 recently	 converted	 from	 distribution	 agreements	 to	 direct	

sales	offices	what	kind	of	lift	are	you	getting	from	converting	that	platform	around?	

Ben	Gadbois	

Well,	 there’s	 a	 financial	 lift	 by	 going	 from	 taking	 distributor	 margin	 to	 the	 last	 in	 line	

margin,	so	there’s	definitely	margin	improvement	which	also	comes	with	sales.	As	far	as	how	we’re	

doing	in	Australia	and	Central	and	Eastern	Europe,	it’s	too	easy	to	tell.	We	need	more	time	because	

both	of	these,	Central	and	Eastern	Europe,	is	really	going	into	action	in	2017	just	starting	now,	and	

Australia,	which	has	barely	started	as	well.	So	it’s	a	bit	too	early.	

But	right	now	as	far	as	what	the	reactions	that	we’re	getting	in	the	plans	that	we	have,	we	

feel	very	opportunistic	that	we’ll	deliver	the	model	that	we’re	supposed	to	deliver.	

Derek	Dley	
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Okay.	Great.	Thank	you	very	much.	

Operator	

Your	next	question	comes	from	the	line	of	Brian	Morrison	with	TD	Securities.	Your	line	is	

open.	

Brian	Morrison	—	TD	Securities	

Hi.	Good	morning.	Clearly	some	solid	results,	so	just	really	a	couple	fine-tuning	questions;	

Mark,	when	you	annualize	the	EBITDA	margins	you	do	have	a	slight	decline	versus	guidance	of	flat.	

You	 really	 did	 have	 outsized	 Q4	 sales.	 I	 would	 have	 thought	 there	would	 have	 been	 a	 bit	more	

operating	leverage.	So	I	know	you	addressed	it	in	your	prepared	remarks,	but	can	you	just	provide	

more	detail	on	the	variance	versus	your	guidance?	It’s	not	that	big	nominally,	but	was	it	a	greater	

impact	from	acquisitions?	Was	it	FX?	Or	just	more	marketing	spend	to	drive	POS?	

Mark	Segal	

Are	you	referring	specifically	to	Q4,	Brian?	

Brian	Morrison	

No,	 the	 17.8	 versus	 the	 18.2.	 And	 then	 with	 the	 outsized	 growth	 in	 Q4,	 I	 would	 have	

thought	there	would	have	been	some	more	leverage.	

Mark	Segal	

Yeah.	 So	 a	 couple	 of	 factors;	 in	Q4	we	 actually	…	 You’ll	 notice	 that	we	 actually	 saw	 an	

increase	in	our	sales	announces	in	Q4	‘16	versus	‘15.	They	ticked	up	a	little	bit	year	over	year	just	for	
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that	particular	quarter.	Actually	 for	 the	 year	 they	were	down,	but	we	wanted	 to	make	 sure	with	

markdowns	and	 just	making	 sure	 that	 the	market	was	very	clean	and	 that	 the	 retail	 channel	was	

clean,	which	prepared	us	very	well—which	does	prepare	us	very	well,	rather,	for	2017.	So	that	was	

kind	of	one	impact	in	the	quarter.	

For	 the	 year	 there	were	 a	number	of	 factors—I	would	 say	 four—that	 impacted	margins	

that	I	want	to	call	out	to	you,	Brian.	Firstly,	we	did	have	a	little	bit	of	dilution	from	our	acquisitions.	

Both	Cardinal	and	Swimways	are	lower	margin	at	this	point	in	time,	and	we	will	be	addressing	that	

over	the	next	couple	of	years,	but	right	now	there	is	dilution	from	the	acquisitions.	

We	also	had	some	headwinds	from	FX	as	the	euro	and	the	pound	declined;	they	declined	a	

little	bit	more	than	we	expected.	

Brian	Morrison	

Okay.	

Mark	Segal	

The	impact	on	margins	from	an	FX	perspective	was	a	little	bit	bigger	than	we	anticipated.	

Brian	Morrison	

Mm-hmm.	

Mark	Segal	
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But	that	was	offset	to	some	extent	by	licensing	and	merchandising	income,	and	then	also	a	

higher	mix	of	owned-IP	products	in	our	sales	mix.	So	there	were	a	lot	of	moving	pieces,	actually,	but	

overall	I	would	say	to	you	that	margins	are	within	a	few	basis	points	of	where	we	expected,	Brian.	

Brian	Morrison	

That’s	 fair.	 And,	 Mark,	 we	 called	 out	 the	 attractive	 growth	 opportunity	 for	 Swimways.	

Obviously	 Ben	 talked	 about	 international	 expansion	 as	 one	 big	 avenue.	 When	 I	 back	 out	 the	

guidance	 for	 Swim,	 it	 looks	 relatively	 flat	 in	 terms	 of	 gross	 product	 sales	 for	 2017.	 I’m	 just	

wondering,	is	there	some	more	integration	required	there?	Or	is	there	some	conservatism	based	on	

your	first-year	outlook?	

Mark	Segal	

Well,	 I	 think	we	have	taken	a	relatively	conservative	view	on	outlook	for	Swimways.	 It	 is	

our	first	year,	Brian,	and	we’re	just	getting	to	know	the	business	and	understanding	what	it	takes	to	

grow	that	business.	

It	 is	 largely	 a	 domestic-focused	 North	 American	 business.	 Ninety-seven	 percent	 of	 the	

sales	are	the	US	and	Canada.	And	the	growth	opportunity	we	see	in	international	is	going	to	take	a	

while	 for	 us	 to	 work	 its	 way	 through,	 both	 from	 a	 top-line	 perspective	 and	 from	 a	 margin	

perspective	 in	 terms	 of	 putting	 them	 on	 SAP,	 driving	 some	 procurement	 and	 value	 engineering	

efficiencies,	and	getting	their	margins	up.	
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So	I	think	we’ve	taken	a	relatively	conservative	view	of	Swimways	for	2017,	and	hopefully	

we	can	beat	that.	

Ben,	do	you	want	to	add?	

Ben	Gadbois	

Yeah.	 The	 only	 thing	 I	would	 add,	 Brian,	 is	 if	 you	 go	 back	 and	 you	 look	 at	 Cardinal,	 for	

example,	 we	 don’t	 like	 to	 get	 ahead	 of	 ourself	 operationally.	 So	 we	 like	 to	 be	 somewhat	

conservative	with	our	views	on	how	we	will	expand	internationally	until	we	have	a	full	season	under	

our	belt.	

We	also—in	some	cases	the	consumers	 in	these	different	geographies	are	different	than	

the	US	or	North	American	consumers.	So	sometimes	there’s	a	bit	of	fine-tuning	we	need	to	do.	So	

we	just	want	to	make	sure	that	we	get	the	first	years	as	key	learnings.	

But	Cardinal	is	a	great	example	where	we	actually	went	fairly	slow	last	year,	but	we	spent	

a	 lot	 of	 quality	 time	making	 sure	 that	we	 can	 now	 build	 the	 portfolio	 properly	 in	 Europe,	 as	 an	

example.	And	all	these	right	strategic	conversations	and	plans	are	going	to	pan	out	in	the	future.	So	

we	want	to	do	the	same	thing	with	Swimways.	

Brian	Morrison	

That’s	fair.	One	last	question,	if	I	can.	Ronnen,	on	the	entertainment	properties	there	was	

a	comment	with	the	initial	reception	to	Rusty	Rivets	was	strong.	What	does	that	mean?	How	do	you	
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measure	 that?	 And	 then	 just	 in	 terms	 of	 the	 pipeline,	 can	 you	 talk	 about	 your	 timing	with	 new	

properties,	such	as	Bakugan?	

Ronnen	Harary	

Yeah.	 It	was	 great.	 I	 love	 getting	one	question	a	 session.	No,	 the	 comment	 about	Rusty	

Rivets,	I	mean	we	go	straight	to	the	ratings	and	Nickelodeon	shares	with	us	weekly	how	the	product	

and	how	the	show	is	rating.	And	that’s	what	we’re	looking	for.	

It’s	 doing	 very	well	 overall	 with	 kids,	 and	 it’s	 doing	 even	 better	with	 boys.	 It’s	 skewing	

more	boy	than	girl.	And	we	look	at	things	like	how	it	does	after	the	lead-in	show	and	the	lead-out	

show.	So	we’re	looking	at	those	types	of	metrics.	

And	Nickelodeon	has	commissioned	a	season	two,	so	we’re	in	production	of	season	two,	

which	we’re	really	excited	about.	So	that’s	a	good	indicator	to	us	that	there’s	strong	commitment	to	

Rusty	Rivets	and	building	Rusty	Rivets.	There’s	strong	demand	from	a	retailer	perspective	in	terms	

of	support.	

So	 we	 look	 to	 both	 retail	 and	 to	 ratings	 and	 to	 Nickelodeon	 for	 their	 commitment	 to	

producing	a	second	season.	And	we’re	very	excited	about	the	second	season.	It’s	going	to	be	even	

better	than	season	one.	I’m	personally	working	on	it	with	the	team,	and	it’s	very	heavily	based	on	

different	characters.	There’s	a	lot	of—there’s	Elephantbot	and	Gorillabot	and	Tigerbot;	lots	of	stuff	

for	kids	to	look	forward	to.	
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And	the	amazing	thing	about	Rusty	Rivets	is	that	it	truly	is	the	construction—I	wouldn’t	say	

construction	 system.	We	 call	 it	 the	 rustification	 system	 that	 we’ve	 built.	 It’s	 one	 point.	 It’s	 one	

actual	 insert	 that	 kids	 can	actually	put	 in	 to	 create	different—basically	 to	 rustify	 their	 characters.	

And	so	it’s	really	creative.	It’s	really	easy.	I	like	it	because	I	wasn’t	a	LEGO	kid.	I	couldn’t	put	together	

LEGO.	So	it’s	really	nice	and	simple.	And	I	think	it	really	opens	up	imagination	for	kids.	

And	 in	 terms	 of	 the	 pipeline,	 there	 is	 Bakugan	 we	 started	 the	 production	 of	 the	

development	of	the	toy,	and	we’ve	started	the	development	of	the	TV	show.	So	it	is	coming	out	very	

shortly.	So	it	is	in	development.	

And	we	have	a	boys’	action	show	that’s	going	to	be	coming	out	before	Bakugan	that	we’re	

actually	 in	 production	 with	 now.	 And	 it’s	 just	 in	 the	 process	 of	 being	 sold	 to	 some	 of	 the	 key	

networks.	Nothing’s	finalized,	but	we’re	in	the	process	of	selling	it	now.	

And	 we’re	 also	 in	 production	 of	 our	 third	 key	 pre-school	 show,	 which	 is	 Abby	 Hatcher	

Monster	Catcher,	which	 is	going	 to	be	coming	out	probably	 sometime	 in	2018.	And	 there’s	other	

stuff	in	the	slate.	

Plus	we’re	focusing	on	film	for	the	first	time	ever.	So	there’s	a	bunch	of	stuff	that	we’re	in	

development	of	scripts.	And	we’re	also	looking	at	short-form	content	for	things	like	YouTube,	which	

is	really	grabbing	the	eyeball	of	kids,	and	how	do	we	produce	content	that	capitalizes	on	that	trend,	

which	is	traditionally	more	short-form	stuff.	So	there’s	stuff	in	development	there.	
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And	 then	 lastly,	 I’ll	 just	 talk	 to	 Toca	 Boca,	 which	 is	 the	 ability	 to	 fuse	 together	 digital	

entertainment	and	 toy.	And	so	 there’s	 initiatives	underway	 there	 to	capitalize	on	 that	acquisition	

and	also	the	strength	bond	(phon),	which	we	believe	 is	one	of	the	world-class	studios	 in	terms	of	

digital	games	for	kids,	and	how	do	you	actually	integrate	that	into	story	telling.	

Brian	Morrison	

That’s	very	helpful.	Thanks,	guys.	

Operator	

Again,	to	ask	a	question,	press	*,	then	the	number	1	on	your	telephone	keypad.	

Your	next	question	comes	from	the	line	of	Bob	Bek	with	CIBC	Capital	Markets.	Your	line	is	

open.	

Bob	Bek	—	CIBC	Capital	Markets	

Thanks.	 Good	morning.	 Just	 a	 couple	 of	 follow-ups	 on	 the	 points,	 just	 to	 keep	 Ronnen	

speaking	a	 little	bit	more	here.	Any	 thoughts	 to	accelerating	your	strategy	on	 the	 television	side?	

You’ve	been	very	measured	over	the	years,	sort	of	that	one	property	a	year,	and	obviously	it	takes	

quite	some	time	to	develop	these.	But	as	you	note,	really	the	changing	platform	with	obviously	the	

multichannel	opportunities	to	sell	content,	is	there	any	thought	at	all	to	accelerate	to	perhaps	kind	

of	play	into	what	is	really	developing	to	be	quite	a	global	trend	on	as	much	content	as	they	can	get?	

Ronnen	Harary	
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There’s	an	ability	for	us	to	diversify,	I	would	say.	Like	I	mentioned	before,	the	ability	to	do	

stuff	 in	 film,	which	 Spin	Master’s	 never	 done	before,	 so	 that’s	 a	 diversification.	 The	 ability	 to	 do	

short-form	 content	 on	 YouTube,	 that’s	 a	 diversification.	 And	 then	 also	what	 I	 touched	on	 before	

with	Toca	Boca,	that’s	a	diversification.	And	that	would	all	equate	to	a	greater	mix	and	portfolio	of	

entertainment	franchises	coming	to	the	marketplace.	

And	then	when	it	comes	to	traditional	linear	TV,	I	think	we’re	going	to	stick	with	our	one	to	

two	TV	properties	a	year.	They	are	quite	difficult	to	make,	and	we	take	more	of	a	boutique	approach	

to	it	where	we	like	to	really	only	put	out	shows	that	we	have	spent	a	lot	of	time	and	put	a	lot	of	love	

and	care	 into;	a	bit	more	 like	a	Pixar	approach	to	 it	rather	than	putting	out	 lots	of	properties	and	

seeing	what	sticks.	

Bob	Bek	

Okay.	 That’s	 helpful.	 Thank	 you.	 And	 just	 to	 follow	 up	 on	 some	 the	 acquisition	

commentary,	can	you	give	us	a	bit	of	colour	on	the	environment	out	there	for	assets?	You’ve	been	

active	buyers	for	a	number	of	years.	Any	change	at	all	on	the	opportunities;	on	the	competition	for	

assets	out	there?	And	any	colour	you	can	give	on	sort	of	the	pricing	or	value	out	there?	That	would	

be	helpful.	

Bob	Gadbois	

Bob,	as	far	as	the	environment	for	M&A	activities	in	our	industry,	it	is	actually	we	don’t	see	

any	changes.	And	what	I	mean	by	that	is	we’re	normally	always	in	discussion	with	anywhere	from	7	
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to	 10	 companies.	 And	 again,	 our	 strategy	 is	 to	 pick	 companies	 that	 are	 oftentimes	 too	 small	 for	

some	 of	 the	 larger	 players	 in	 the	 industry,	 or	 pick	 companies	 where	 the	 entrepreneur	 or	 the	

founder	wants	to	stay	on	for	a	while	and	wants	to	really	work	in	an	environment	where	they	can,	

really	like	Ronnen	discussed	earlier	in	the	model	that	we	like	and	that	works	for	us,	is	just	keeping	

the	founder	or	the	entrepreneur	in	the	business;	let	them	drive	the	business.	And	then	we	take	the	

back	office	and	that	also	gives	them	an	exit	plan.	

So	that	type	of	company	profile	there	are	a	lot	of	them	out	there.	And	our	pipeline	seems	

to	get	bigger	versus	smaller.	

And	as	far	as	valuation	maybe,	Mark,	I	don’t	know	if	you	want	to	comment?	

Mark	Segal	

Yeah.	 I	 mean	 if	 you	 look	 back	 at	 historical	 purchase	 price	 multiples	 for	 the	 kinds	 of	

companies	 that	Ben	has	 just	 described,	 they’ve	 typically	 been	 in	 the	3	 to	 7	 times	 trailing	 EBITDA	

range	pre-synergies.	And	that’s	what	we	would	continue	to	like	to	be	in	the	range	going	forward.	

Obviously,	 if	we	 look	at	bigger	acquisitions	or	more	competitive-style	auctions,	multiples	

may	 increase,	but	obviously	we’d	be	very	 judicious	and	very	selective	and	very	 focused	on	return	

metrics	to	drive	value	for	everybody	before	we	did	those	kinds	of	transactions.	

Bob	Bek	

That’s	great.	Thank	you.	That’s	very	helpful.	

Operator	
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Your	next	question	comes	from	the	line	of	Matthew	Gan	with	Cormark	Securities.	Your	line	

is	open.	

Matthew	Gan	—	Cormark	Securities	

Hi.	 Thank	 you	 for	 taking	my	questions.	 Just	 a	 quick	question	on	 your	working	 capital;	 it	

seems	your	working	capital	outflow	was	a	bit	heavier	than	what	we	were	looking	for	in	the	quarter,	

and	 it	 seems	 like	 this	was	 driven	 by	 the	 increase	 in	 days	 receivable.	 I	was	wondering	 if	 you	 can	

provide	some	colour	on	that	and	whether	if	you	expect	that	to	reverse	in	Q1?	

Mark	Segal	

Yeah.	Thank	you.	So	let	me	just	set	the	scene	for	one	second	here.	If	you	look	at	our	net	

working	capital	at	the	end	…	Net	working	capital	as	a	percentage	of	sales	at	the	end	of	2015,	overall	

we	were	around	3.5	percent.	At	the	end	of	2016,	we	were	closer	to	9	percent.	So	there	was	a	big	

jump.	

There	were	a	number	of	factors	for	that.	Firstly,	our	internal	targets	are	to	be	at	around	5	

to	6	percent,	and	we	think	that	that’s	very	achievable.	I	would	point	out	that	even	at	9	percent	our	

net	working	capital	as	a	percentage	of	sales	 is	 still	by	 far	 the	best	 in	 the	 industry,	 so	we	are	very	

efficient	in	terms	of	managing	our	working	capital,	and	we	will	continue	to	focus	on	it.	It’s	a	key	part	

of	our	incentive	compensation	plans.	

But	 as	 to	 the	 actual	 specific	 data	 in	 the	 quarter	 itself,	 there	 were	 two	 reasons	 driving	

working	 capital	 up;	 one	 related	 to	 trade	 receivables.	 We	 saw	 a	 lot	 of	 growth	 in	 Europe,	 and	
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European	sales	are	largely	domestic.	And	domestic	terms	in	Europe	are	longer	than	our	traditional	

FOB	terms,	 so	 they’re	around	 the	60	 to	90	percent	 range	and	so	a	number	of	 receivables	carried	

over	into	Q1	were	never	collected	in	Q1.	

Also	 as	 a	 percentage	 of	 the	 total	 sales	 in	 2016,	 our	 domestic	 sales	 increased	 a	 little	 bit	

overall.	So	we	did	actually	see	some	longer	average	terms	across	our	whole	portfolio.	

We	 also	 saw	 timing	 of	 sales	 later	 in	 Q4.	 So	 as	 Ben	 mentioned	 in	 his	 script	 comments	

earlier,	there	was	a	little	bit	of	a	shift	to	sales	later	in	the	quarter.	And	as	a	result,	some	receivables	

actually	were	generated	later	than	they	otherwise	normally	might	be.	

Also	 just	 keep	 in	mind	 that	 in	both	 the	 case	of	 inventory	and	 in	 receivables	we	actually	

included	Swimways	in	2016	compared	to	2015,	where	Swimways	did	not	exist.	

The	one	additional	point	I	will	add	in	specifically	in	relation	to	inventory	is	that	we	wanted	

to	be	very	well-prepared	at	the	end	of	2016	for	both	PAW	Patrol	and	Hatchimals	going	into	H1	of	

’17,	and	so	we	did	put	a	little	bit	more	inventory	in	the	system	in	our	hands	to	make	sure	that	we	

had	a	very	strong	position	going	into	the	first	quarter	of	2017.	

So	all	of	those	factors	combined	raised	the	amount	of	working	capital	in	the	system	a	little	

bit	higher	than	2015,	but	there’s	no	cause	for	concern,	and	it’s	very	well	in	hand.	

Matthew	Gan	
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Okay.	Thank	you.	That’s	very	helpful.	I	was	also	wondering	if	you	can	maybe	provide	some	

initial	commentary	on	operating	metrics	for	Toca	TV	since	its	launch?	Or	maybe	any	idea	on	growth	

or	subscriber	pickup	or	anything	like	that?	

Ronnen	Harary	

Yeah.	It’s	early	days	for	Toca	TV.	So	we’re	just	looking	at	all	the	results	and	evaluating	how	

it’s	doing.	

So	I	think	we’ll	be	able	to	give	you	guys	some	further	updates	later	in	the	year.	

Matthew	Gan	

Okay.	Great.	Thank	you.	

Operator	

There	are	no	further	questions	at	this	time.	I	will	turn	the	call	back	over	to	the	presenters.	

Mark	Segal	

Well,	 thank	you	very	much,	everyone.	That	concludes	our	call.	And	I	 thank	you	again	for	

participating,	and	we	look	forward	to	speaking	with	you	following	our	Q1	reporting	in	May.	Thanks	

very	much.	

Operator	

This	concludes	today’s	conference	call.	You	may	now	disconnect.	

*****	


