FORM 8-K

JAKKS PACIFIC INC - JAKK
Filed: October 19, 2004 (period: October 19, 2004)

Report of unscheduled material events or corporate changes.

of.10




Case 7:04-cv-08223-KMK  Document 162-2 Filed 07/07/2006

Page 2 of 10

fem 2.02 Results of Operations and Financial Condition

Item 9.01 Finangi ibi
TItem 2,02, ) erations Financial Co

Jtem 9.01, Financial Statements ang Exhibits,

SIGNATURES
Exhibit Index




Case 7:04-cv-08223-KMK  Document 162-2  Filed 07/07/2006 Page 3 of 10

SECURITIES AND EXCHANGE COMMIESION
WASHINGTON, D.C., 20549

Current Report
Fursuant to Sectlon 13 or 15{d4;
of the Securities BExchange Act of 1934

Date of Report (Date of earliest event reported):

Ootober 1%, 2004 (October 19, 2004)

JARKKES PACIFIC, INC.
{Exact Name of registrant as specified in its charter)

Delaware 0-28104 Ge~4527222
tstate or other jurisdictien (Commission File Number) {I.R.%., Employer
of incorporation) : Tdentification No.)
22619 Pacific Coast Highway 20265

Malibu, California {Zip Code)

{(Address of principal
exacutive offices)

Reglstrant's telephone number, including area code: {(310) 436-779%

Check the appropriate box below if the Form £-~-X filing is intended to
simultaneously satisfy the filing obligation of the registrant under any of the
following provisions (see General Instruction A.2. below):

[ 1 Written ¢communications pursuant to Rule 425 under the Securities Act
(17 CFR 230.425%)

[ ] ®oliciting material pursuant to Rule 14a-12 under the Exchange Act
{17 CFR 240.142-32)

[ ] Pre~commencement communications pursuant to Rule 144-2(b) under the
Bxchange Act (17 CFR 240.14d-3(h})

{ 1 Pre-commencenent communications pursuant to Rule 13e-4{c} under the
Exchangs Act (17 CFR 240.13e-4(c}}
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Item 2.02. Results of Operations and Financial Condition.

Ont Ootober 19, 2004, we issued a press release announcing our results
of opervations for the quarter gnded September 30, 2004. A copy of such release
is amnexed as an exhibit and is incorperated by reference hereto in its

entirvety,

Item 9.01. rinancial Statements and Bxhibits.
(e} Exhibits

Exhibit

Number Description

99 1+ October 1%, 2004 Press Release

* Filed herewith
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SIGHATURES

Pursuant to the reguirements of the Securities Exchange Act of 1934,
the Registrant has duly caused thisg report to be signed on its behalf by the
undersigned hersunto duly authorized.

Dated: October 1%, 2004 JAKKE PACIFIC, INC.

By: /g/ Jack Friedman

Jack Friedman

Chairman and Chief Executive Officer
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Exhibit 99.1

JRKKS Pacific Reports Third Quarter 2004 Financial Results

MALIBY, Calif.--(BUSINESS WIRE}--Oct. 1%, 2004——

Reported Revenue and Net Income Surge 128.2% and 148.8%
Company Raises 2004 Revenue and Barnings Guidance

JAKKS Pacific, Inc. {NASDAR:JAKR), a leading multi~brand company that
designs and markets a breoad range of consumer products, including toys and
writing instruments, today anncunced record results for the three~ and
ning-month periods snded September 30, 2004,

Third guarter net sales incrsased 128.2% to $206.1 million in 2004, compared
to $90.3 millien in the comparable period last year, Excluding non-cash,
stock~based compensation charges and alse & one-time gain in 2003, net income
for the period increased 195.8% to $25.7 million, or 30.9%5 per diluted share,
compared to $8.7 million, or $0.3% per diluted share, for the third guarter of
last vear. Reported net income for the third cquarter 2004, including pre-tax
non-cash, stock-based compensation charges of £2.5 million, was $23.8 million,
or $0.88 per diluted share, in 2004, a&n increase of 148.8% over the $9.6
million, or $0.3% per diluted share, for the same period last year, after a
one-time, pre-tax gain of $0.7 million relating to recoveries on a recall of one
of the Company's products.

The Company's net sales for the nine monthe ended September 30, 2004,
increased 63.3% to $38%.5 million, from $231.4 millicon during the same pericd in
2003 . Excluding pre-tax, non-cash, stock-based compensation charges and a
one-time net product recall charge, net income for the nine-month period was
£41 .3 miliion, or $1.57 per &iluted share, an incrzase of 108.7% from $20.0
mitlion, or $0.81 per diluted share. in the comparable period last year.
Reported net income for the first nine months of 2004, including pre-tax charges
of 58.5 millicn for non-cash, stouk-baged compensation in 2004 and a cne-time
net charge of $2.0 million for the voluntary product recall in 2003, was $34.7
millien, or $1.32 per diluted sghare, compared to first nine-month 2003 sarnings
of %18.7 milllen, or 50.76 per diluted share.

"We are extremely pleased with our third guarter results and the dramatic
sucoess of our TV Gamss line of products,* said Jack Friedman, Chalrman and
Chief Bxecutive Officer, JAKKS Pacific. "Our strategy to bulld an extensive
portfolic of innovative non-licensed and licensed products, while simultaneously
improving operating efficiencies, is reflected in the strength of our record
revenue and net income for the third quarter. We continue to expand cur category
offerings and believe our marketing programs are fueling sales and product
placement, even in the face of a challenging retaill environment., The current
pace of our business is robust as we head into the holiday season, and due to
this continuing strength, we are ralsing our 2004 guidance. We now anticipate
revenue for 2004 to be approximately $500 million and earnings to ke in the
range of 51.85 to §1.90 per diluted share before non-cash stock-based
compensation charges, up from $440 million in sales and arnings in the range of
31,75 to $1.80 per diluted share.

"We are pleasad with the performance of our new products obtained through
the acquisition of Play Aleong, including our new Cabbage Patch Kids{R} dolls and
Care Bears(R) plush and preschocl learning toys.®

Stephen Berman, Pregident and Chief Operating Officer, stated, "Our ability
to reinvent and expand ocur portfolioc of brands is most evident in our
traditional toys segment, which includes action figures, whaels, TV Games and
giugh dollz. We have maintained our industyvy-leading position in TV Games, and
axpect to continue to capitalize on this growing market in the coming guarters
through innovation and new products baged on top current and retro licenses. By
the end of 2004, we will have a total of 12 TV Games{IM} products in the market.
up from four at the end of 2003. We have also begun te expand cur distribution
of the games to international markets, including kBurcope, Australia and New
Fealand. Loocking te 2005, JAKKES will be introducing over 20 new sxciting
tities.”

Mr. Berman continued, "We are very encouraged about the upcoming holiday
season based on early responses from our rebail partners. We anticipate that
Care Bears, Cabbage Patch Kids and TV Games will top sewveral “Hot Toy' lists for
the 2004 holiday season, as they have been named to several already. We have
secured prime placement at retailers nationwlde for cur ¥V Games line in the
fourth guarter of thig vear, and expect our plush toys and World Wrestling
Entertainment product lines, as well as other lines, tc perform very well.®

Mr. Berman concluded, '"Our strong performance led to $86.4 million in cash
fiow from gperations during the first nine months of 2004. We have over $218.5
miliion of werking capital, including cash and emuivalents and marketable
securities of $151.9 millicn. Given the increasing strength of cur balance
shest, we are well positioned to take advantage of acguisition opportunities and
to gentinue to deliver both sales and earning expansion throughout 2004 and
beyond. "

The Company also anncunced that it is engaged in discussions with WWE
concerning the restructuring of its toy license and with WWE and PHQ with
razpect to the restructuring of the JAKKS THQ Jeoint Venture video games license
agreement with WWE. The discussions are an cutgrowth of certain livigation that
has been pending between WWE and a former licensing consultant to WWE and a
former employes of WWE, to which the Company is not a party. WWE hag raised
questions abour the validity of the licenses as a result of certain transactions
between the Company and that licensing consultant that occurred more than six
vears agoe. The Company has denisd any wrongdolng in comnection with the
transactions with the licensing consultant and maintains that they were
unrelated to either the toy or video game license. If the discussions are
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on the Company's future revenuss and net income to an extent that is presently
unknown. If the discussions with WWE and THQ are not satisfactorily concluded,
the Company anticipates that litigation is likely to be commenced by WWE
challenging the validity of the licenses and seeking compensatory and punitive
damages, in which event the Company intends to vigorously defend itself against
clatms which it believes are without merit.

Anyone intereszted will be able to listen to the teleconference, scheduled to
begin at 2:00 a.m. BDT (8:00 &.m, PDT) on Cctober 19, via the Internst at
www, jakkspacific,com or www.CompanyBoardroom.com. These websites will host an
archive of the teleconference for 30 days.

A telephonic playback will be available from 11:00 a.m. EDT on Qotober 19
throvgh 12:00 a.m. EDT on November 2. Calling 800-042-1687 or 706-645-92%1 for
international callers, password "271443," can access the plavback.

JAKKS Pacific, Inc. is a multi-brand company that designs and markets a
broad range of toys and leisure products. The product categories include: Action
Figures, Arts & Activity KRite, Statlonery, Writing Instruments, Performance
Kites, Water Toys, Sports Activity Tovs, vehicles, Infant/Pre-School, Plush,
Congtruction Toys and Dolls. The products are sold under various brand names,
inciuding Flying Colors{R), Play Along(R), Road Champs(R}, Remco(R), Child
Guidance (R}, Pentech(R), Trendmasters(R), Toymax(R), Funncodle(R)., Go Fly a
Kite(R) and ColorWorkshop(TH). The Company also participates in & joint wventure
with THQ Inc. rthat has exclusive worldwide rights to publish and marker World
Wrestling Entertaimment {TM) video games. For further information, wisit
www . jakkaspacific,com,

This press release containg statements that are forward-looking statements
within the meaning of the Private Securities Litigation Reform Bct of 1995,
These statements are based on current expectations, estimates and projectiocns
about JAKKS' business based, in part, on assumptions made by its management.
These statements are nobt guarantees of JAaRKES' future performance and involwve
risks, uncertainties and assumptions that are d@ifficult to predict. Therefore,
actual outcomes and results may differ materially from what is expressed or
forecasted in such forwsrd-locoking statements due to numerous factors,
including., but not limited to, those described above and the following: changes
in demand for JAEKS' products, product mix, the timing of customer orders and
deliveries, the impact of competitive products, and pricing and difficulties
encountered in the integration of acquired businesszes. The forward-loocking
statements contained herein spesk only as of the date on which they are made,
and JAKKS does not undertake any obligation to update any forward-locking
statement to reflect events or circumstances aftey the date of this release.

JAKKS Pa¢ific, Inc. and Subsidiaries
Condensed Consolidated Balance Sheetg

September 30, December 31,
2004 2003

(In thousands)

ASSETS
Current assebs:
Cash and cash equivalents £131,788 - $118, 182
Marketable Securities 20,081 19,345
Accounts recaivable, net 129,041 86,119
Inventory., net 49,315 44,400
Prapaid expenses and other current
assats 27,989 16,762
Total current asgeis 358,232 284,808
Fropercy and equipment 44,632 43,473
Less accumulated depreciation and
amarrtization 32,786 31,781
Property and equipment, net 11,846 11,722
Goodwill, net 291,179 206,982
Trademarke & other assets, net 24,347 24,789
Tnvestment in joint venture 4,265 9,087
Total assets $689, 889 G537, 364

LIABITITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued expenses $126,712 380,168
Current portion of long-term debt - . 19
Tocome taxes payable 13,021 2,021

Tokal current liabilities 139,733 52,208
Long-term debt, net of current portion 98,000 28,042

Deferred income taxes 1,164 1,164
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3%, 164 99,208
Total liabilities 238,897 151,414
Stockholders® egquity:
Common stock, $.001 par value 26 25
Additional pald-in capital 275,624 245,219
Retained earnings 178,774 141,088
Accumulated other comprehensive
income {loss) (452} £349)
450,872 385,950
Toral liabilities and stockholders!'
egquity 5683, 86% 5537 ,364

TETTIRTEIITEST SEESSSSSSESSERSS

JARKS Paclific, Inc. and Subsidiaries
Third Quarter Earnings Announcement, 2004
Condensed Statements of Operarions {Unaudited)

Three Months Bnded Nine Months Ended
September 30, September 30,
2004 2003 2004 2003

{In thousands, except per share data)

Net sales G206, 083 §£9%0,308 5389,463 5231.358
Less cost of sales

Cost of goods 100,754 42.949 194,120 118,169
Rovalty expense 22,661 9,741 38,013 16,551
Amortization of tocls and

molds 887 1.392 3,783 4,664
Cost of sales 124,282 54,082 235,916 139,784

Gross profit 21,801 36,226 153,547 91,574
Direct gelling expenses 19,258 9,858 339,578 27,200
Selling, general and

administrative expensas 30,961 13,879 66,166 35,908
Acqguisition shut-down and

racall costs - (700} - 2,000
Depreciation and amortization 784 573 2,037 1,618

Income from operations 30,798 12,579 45,764 24,347
Other {income) eipsnse:

Profit from Joint Venture (811 {936} {1.274) {1,303
Interest, net 185 822 1,954 734
Qther - - - ~

Income before provision for

income taxes 30,924 12,583 45,086 24,656
provision for income taxes 7,112 3,023 146,367 5,918
Net income 523,812 £9,R70 £34,719 $18,738

Earnings per share - diluted $0.88 $0.39 $1.32 $0.76

Shares used in earnings per

ghare - diluted I7,019 24,629 26,343 24,71a

CONTACT: JAKES Pacific, Inc.
Genna Goldberg, 310-455-6235
or
Integrated Corporate Relations
John Mills, 310-39%5-221%
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