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PRESENTATION 

Operator 

 Good afternoon, ladies and gentlemen, and welcome to Indigo Books & Music Inc.'s third 

quarter results conference call. At this time, all lines are in listen-only mode. Following the 

presentation we will conduct a question-and-answer session. Instructions will be provided at that 

time for you to queue up for a question. 

 If anyone has any difficulties hearing the conference, please press *, 0 for Operator 

assistance at any time. 

 I would like to remind everyone that this call is being recorded on February 3, 2015. 

 I would now like to turn the call conference over to Miss Janet Eger. Please go ahead. 

Janet Eger — Vice President, Public Affairs, Indigo Books & Music Inc. 

 Good afternoon, and thank you for joining us to review Indigo's third quarter FY'15 results. 

My name is Janet Eger, and I'm the Vice President of Public Affairs. Joining us from Indigo today are 

the Chief Executive Officer, Heather Reisman, and Chief Financial Officer, Laura Carr. 

 Regarding materials for this conference call, we issued the press release after market close 

today, which can be found at indigo.ca and on SEDAR. The conference call will be recorded and 

archived in the Investor Relations section of the Indigo website. A playback of the call will also be 

available by telephone until 11:59 p.m. on February 10, 2015. 
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 This conference call may contain forward-looking statements, and to the extent that it 

does we refer you to our cautionary statements regarding forward-looking statements in the press 

release and MD&A related to this quarter. 

 I would now like to turn the call over to Heather Reisman. 

Heather Reisman — Chief Executive Officer, Indigo Books & Music Inc. 

 Okay. Good afternoon, everyone, and thank you for joining us late in the afternoon. Laura 

and I will keep our comments brief so we can move on to the Q&A. Essentially we're pleased that 

the third quarter we continued to report growth both in top line and bottom line. We feel that the 

investments we're making are definitely paying off for us. We had what we feel was a strong 

response from our customers during the holiday season. Pretty energized by the affection for the 

brand and what we're hearing. People within the Company, something I think is very important to 

the health long term, are very energized about what we're doing, and we are looking forward to 

finishing the year on a very good note. 

 I'd like to hand it over to our CFO who can make some comments, and then I'm happy to 

answer any questions. 

Laura Carr — Chief Financial Officer, Indigo Books & Music Inc. 

 Thanks, Heather, and good afternoon, everybody. So the results we're announcing today 

are of the 13 weeks ended December 27, 2014, and the comparative period for the 13 weeks ended 

December 28, 2013. The key highlight that we're highlighting is the revenue growth. We delivered 
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$7 million more revenue despite operating five fewer of our large format stores and one less of the 

small format store. 

 We're pleased with our comp store sales performance with a 5.5 percent growth in 

superstores, and essentially small format stores were flat. 

Heather Reisman 

 And online? 

Laura Carr 

 And our online business grew by 10.6 percent, which we were also pleased with. 

 The growth came from our new general merchandise categories where we continue to 

experience double-digit growth in Lifestyle, Paper, and Toys, and also from growth in our core book 

business. The revenue from general merchandise continued to increase up to almost 35 percent of 

the total for this year compared to the same period last year. 

 Also during the quarter we improved our margin rate by 1.1 percent compared to last year 

with margin dollar improvement of 6.7 million. This improvement was the result of both a higher 

sell-through of full-price seasonal merchandise and also more effective use of promotional dollars. 

 Operating, selling, and admin costs decreased by 1.3 million in the quarter, and the cost 

reduction mainly comes from lower occupancy costs as a result of operating less stores, improved 

efficiency at our retail distribution centre and savings in home office. In home office we spent less 
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this year on strategic projects because last year we implemented a number of capital intensive 

initiatives as part of our transformational strategy. 

 Overall, our EBITDA for the quarter has improved by $8 million, driven by the higher 

revenues, improved margins, and lower costs. On a year-to-date basis, revenues have increased 

$25.9 million, and EBITDA is 19.8 million ahead of LY. 

 Finally, I just want to draw your attention to the fact that our balance sheet remains 

strong. We ended the quarter with $287 million in cash and no borrowing. 

 So at this point we'd like to open up the call for any questions you might have. 

Janet Eger 

 Thank you, Laura. To ask a question please press *, 1. Operator, let's go to the phones. 

  
 
Q&A 

Operator 

 Thank you. Our first question comes from David McFadgen from Cormark Securities. 

Please go ahead. 

David McFadgen — Cormark Securities 

 Hi. A few questions. Heather, how were the American Girl sales in the quarter? And were 

they in line with your expectations? Or did they exceed? 

Heather Reisman 
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 They exceeded our expectations handily. They handily exceeded our expectations, and we 

do have on the drawing board at least three new American Girl stores this year. 

David McFadgen 

 Okay. Can you give us some relative performance on the Yorkdale store versus Vancouver 

and the Ottawa store? 

Heather Reisman 

 So we don't break out and share the numbers, and actually American Girl does not allow 

us to break out and share the numbers, but you have—I mean, Toronto is the largest market so you 

can imagine that that store does higher sales than the other two. But all three stores, all three, 

handily outperformed their expectations. 

David McFadgen 

 Okay. Can you give us any update... 

Heather Reisman 

 And they are thrilled. And I can say this, American Girl is thrilled with the results. 

David McFadgen 

 Okay. Can you give us an update on the Robson Street store and what's happening in 

Vancouver? And then moving American Girl to Granville? 

Heather Reisman 
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 Right. We're the American Girl to Granville's location. We are actively looking for both a 

temporary store in the market and a new long-term one. We have clear lines of sight. So we fully 

intend to be back in that market both for the short term and the long term. That store was a 53,000 

square foot store that we inherited during the—at the time of the acquisition. It was always way too 

large for us, but it was a loved store. Consumers loved that store. We loved the consumers. We're 

deeply committed to the consumers, to our customers—I should say our customers in that store—

and we will have another store for them as soon as possible, both a temporary and then a longer-

term location. I will be in Vancouver to hold a town hall to talk with our customers, and I think it will 

be very clear to them how deep our commitment is both to the trade area and to them. 

David McFadgen 

 Okay. But you expect that... 

Heather Reisman 

 This is a 53,000 square foot store. It was just too large for us and huge increases in rent 

made this not the right situation for us at all. 

David McFadgen 

 Okay. So you expect to have a permanent solution this year sometime, right? 

Heather Reisman 

 We expect to be able to announce a permanent solution, that's our expectation, 

absolutely, and also a temporary location. 

 8 



 

"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 

February 3, 2015 — 5:00 p.m. E.T. 
Indigo Books & Music Inc. Third Quarter Results 

David McFadgen 

 Okay. Then just talking about the quarter, I mean, same-store sales were quite strong on 

the superstores. How did it trend through the quarter? Was it pretty even throughout the quarter? 

Did you exit the quarter strong? Any colour on that? 

Heather Reisman 

 Christmas shopping gets later and later every year so we actually exited the quarter very 

strong. Overall, we haven't heard—I'd be interested if anybody else is on the line—we haven't heard 

a lot of reports yet from Christmas. Are we the first reporting? 

David McFadgen 

 Yeah, I can't comment. 

Heather Reisman 

 I get you (phon). But I suspect that anybody who did well, exited the quarter strong 

because Christmas shopping is always a bit later, but we were successful. The whole quarter we 

were feeling positive and then we ended the quarter strong. 

David McFadgen 

 Okay. So I read through... 

Heather Reisman 

 One of the things that is worth noting, and we note it when the situation is the reverse, we 

had not a single book hit. So the business is always extra frothy when there's a hit. We achieved 
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these growth results in the absence of a single pop title, and the top 10 titles sold meaningfully less 

than the top 10 titles than the year before across all formats. It didn't matter if it was eBooks or 

physical books or online. It was a year when we had a little less intensity, shall I say, at the top of the 

list. That notwithstanding, we still saw that growth because there were so many other books we 

were able to surface for customers and make perform. So I think again, that is worth noting. The 

book business actually grew, and customers are saying very clearly that they still really enjoy 

physical books, really enjoy physical books, both for themselves and for gifting. 

David McFadgen 

 Okay. So I was reading through the SG&A—or sorry, through the MD&A, and the SG&A 

had a 1.6 million reduction in other operating expenses due to fewer store transformations. Can you 

tell us how many store transformations you're doing for this fiscal? And how many you did last 

fiscal? And how many you expect to do for the next fiscal year? 

Heather Reisman 

 We haven't finalized our plan for next year. We've been doing gradual upgrades in a lot of 

cases, so we're seeing some of the benefits from these sort of continual ongoing upgrades, but we 

haven't put our full plan to bed for next year. We're just working on that now. 

David McFadgen 

 But can you tell us how many you're doing this fiscal and how many you did last fiscal? 

(unintelligible)... 
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Heather Reisman 

 I think in terms of full upgrade, like meaningful upgrades, we did about half a dozen last 

year. But we did things in a number of stores where we've discovered ways to improve the 

experience and the performance with—if you talk about the upgrades in terms of how much money 

is spent, we've now got some ways to cut the amount of money and still get some of the 

achievement. So this is all part of upgrading, then there's the whole new store. 

 We, I don't know if we've announced this yet, but it's a signed deal—it's not? It's not. 

Okay. We have a new store we'll be announcing and that one will—you will see the full new format, 

but I was just told by my CFO I cannot announced it yet. 

David McFadgen 

 Okay. But for fiscal 2016, do you expect the... 

Heather Reisman 

 David, I think we—there's just not much more we can say on that right now. 

David McFadgen 

 No? Okay. Okay. Then lastly, can you comment on the movement in the U.S. dollar to the 

Canadian dollar and how that's going to impact you? 

Heather Reisman 

 Yes, I hate it. Look, it's always demanding for retailers when there's a move on the 

Canadian dollar and so we just on a week-by-week basis we are carefully assessing what the 
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implication is. We’re extremely sensitive to wanting to address this impact, but we don’t want to 

pass on all of this to our consumer. So we’re carefully managing it. Laura, do you want to say 

something on this? 

Laura Carr 

 Yes, clearly the surprise depreciation of the dollar is something we’re completely 

reviewing. We do have product to be sold from the US, so we’re actively reviewing our assortment 

and looking at our sourcing to make sure that we can minimize the impact to the P&L, and where 

we can take pricing, that it’s reasonable for the customer, we will obviously look at that, but we’ll be 

balancing the fact that we need to deliver great value to our customers. 

David McFadgen 

 Okay. I guess that’s it for me, then. Thank you. 

Heather Reisman 

 Thank you very much, David. 

Operator 

 Thank you. Your next question comes from Bob Gibson from Octagon Capital. Please go 

ahead. 

Bob Gibson — Octagon Capital 

 Good afternoon. 

Heather Reisman 
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 Hi, Bob. 

Bob Gibson 

 Let’s just follow up on that potential new store coming out. Last time you said you were 

actively looking at real estate, and the real estate market has changed considerably in the last 

month or so. Can you give any colour on how things might have changed for you? 

Heather Reisman 

 Yes. We don’t really comment—I understand your question and it’s relevant and 

important to understand real estate for investors in our business, but our policy is we make 

comments on real estate when we either open a store, or close a store, or commit to. Once we 

commit to leases, we make comments on it. But we don’t make too many other comments about it. 

 I don’t know whether you’re referring to the fact that with the Target—are you referring 

to the fact that Target is leaving? 

Bob Gibson 

 Yeah. 

Heather Reisman 

 Okay. We’re always looking for real estate; we’re always looking at opportunities to either 

upgrade or make a move with where the market is going, so no doubt our real estate people are—

they look at everything. There’s nothing that’s been brought to me that says there’s six Target 

locations we’re interested in. 
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 So I literally have no light I can shed on that except to say on an ongoing basis we evaluate 

our portfolio; it’s a very active part of our executives’ agenda, and the most important thing is—

right now for us—is we are actively involved in the Robson market. And as I noted earlier, we will 

likely have a couple things to announce at our next meeting, but these are things that have been in 

the works for a while. 

Bob Gibson 

 Okay, great. As far as future visibility, what do you see as far as hit book titles going the 

next year out? 

Heather Reisman 

 Well, we just learned something great today: Harper Lee, who wrote To Kill a Mockingbird, 

if you can believe it, she will have a new book out this year. Just announced; that’s going to be huge 

for us. We are still big supporters of To Kill a Mockingbird. It’s on one of our books everyone should 

read. This last year, I had a recommendation of a book, a story, a true story, about a journalist 

exploring Harper Lee’s life. So for us, we as a company, we love her as a writer and we’re very 

excited. So that’s one thing I can tell you about. 

 I’m delighted to tell you that I have a new pick coming out called The Nightingale, which I 

think is one of the best stories that I’ve read in months. I think it’s going to be a huge smash hit in 

Canada—in everywhere, actually. It’s coming out all over. But I don’t have anything more to say on 

that. 
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Bob Gibson 

 Okay, great. Thank you. 

Operator 

 Thank you. Your next question comes from Bob Reynolds (phon), who is a private investor. 

Please go ahead. 

Bob Reynolds — Private Investor 

 Hi, good afternoon. My question is about your former dividend policy and then what you 

would need to see out of your business’s financial and operational results in order to decide to 

reinstate a dividend. 

Heather Reisman 

 So we, as you know, if you’re a—as an investor, we’re in a process of reshaping and 

repositioning this company for growth. It takes a lot of investment to do this, and we’re looking at 

lots of different, sort of several things to drive that growth. And as long as we’re going into that 

mode, what we believe is going to be a real growth mode for the Company, we’re going to conserve 

our capital to drive that growth because we feel that is the way that the investors will get the best 

return on their money. 

 So we have no intention, in the short term, of reestablishing. We put that dividend policy 

in at a very different moment. We were a mature business. This was pre-eBooks, if you will recall. 

We were a mature business with throwing off a fair amount of cash for a business our size. We had 
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maxed out our real estate portfolio. The business was doing as well as it could, and we didn't see at 

that moment better ways to use all of the cash. So of course we kept the majority and we invested it 

in Kobo, but at that time we said we have enough to do Kobo but we should have a dividend policy. 

And that is the way I see this business moving forward. When we're in growth mode, we will 

conserve the capital for investing in that growth until such time as we are again throwing off so 

much surplus cash that we feel the right thing to do is give it back in the form of a dividend. But we 

don't foresee that in the short term. 

Bob Reynolds 

 Okay. And then you just mentioned you're in growth mode now. Just looking at, I guess, 

your capital expenditures, they look relatively sort of covered, I guess, from your current cash flows. 

Do you see anything bigger in the future in terms of the growth you're looking at? Are there any 

potential acquisitions you would look at? Or maybe if you could talk more about your growth 

initiatives, that would helpful. 

Heather Reisman 

 I think it's safe to say the following: we are intensely focused on growth and we won't say 

anything more. We recognize that our job is to take this cash and invest it in a way that is 

meaningful for shareholders; that's our strong focus. But again, it's our policy to announce things 

when they’re done, not when they are in thinking mode or planning mode or development mode. 

And I'm not being cute here. I think the right thing, the prudent thing, to do is to acknowledge that 
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we have real cash on the balance sheet, no debt, we intend—we are interested in investing that. 

We're feeling bullish about our team and what we can do, and then when we are—when we have 

something to demonstrate we will be very keen to announce it. 

Bob Reynolds 

 Okay. Thank you for answering my questions. 

Heather Reisman 

 My pleasure. 

Janet Eger 

 Thank you, Bob 

Operator 

 Thank you. Ladies and gentlemen, should you have a question, please press *, followed by 

1. 

 There are no further questions at this time. Please proceed, Janet. 

Janet Eger 

 Okay. Thank you for your time and attention today. We appreciate you calling in and look 

forward to reconnecting on a quarterly basis. Our fourth quarter results will be announced on or 

around May 26, 2015. Thank you, again, for your support, and good evening. 

Operator 

 17 



 

"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 

February 3, 2015 — 5:00 p.m. E.T. 
Indigo Books & Music Inc. Third Quarter Results 

 Ladies and gentlemen, this concludes your conference call today. We thank you for 

participating and ask that you please disconnect your lines. 

***** 
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