




 
Investor Conference Call June 20, 2018 

 

 

Page 3 

enthusiastic and confident in the strategic fit of these complementary assets and the talent at 

Fox.  

 

Just to remind you of the incredibly valuable assets that we’re acquiring—our deal includes such 

premier entertainment properties as Twentieth Century Fox Film and Twentieth Century Fox 

Television, FX and National Geographic, Fox’s regional sports networks, Fox Networks Group 

International, and Star India, as well as Fox’s interests in Hulu and Sky. Since we first announced 

our deal in December, the intrinsic value of these assets has increased—thanks, in part, to the 

benefits of tax reform and certain operating improvements.  

 

As we’ve said before, the combination of Disney and 21st Century Fox is an extremely 

compelling proposition for consumers. It will allow us to create even more appealing high-

quality content, expand our direct-to-consumer offerings and international presence, and 

deliver more exciting and personalized entertainment experiences to meet the growing 

demands of consumers worldwide.  

 

We’ll be able to expand iconic 21st Century Fox film and TV franchises across our businesses to 

entertain new generations of fans. And the acquisition will position Disney as a truly global 

entertainment company, significantly expanding our presence and distribution capabilities in 

overseas markets—especially Europe, India and Latin America.  

 

As many of you know, we recently reorganized our company with an eye to the future--

strategically positioning our businesses to capitalize on today’s rapidly changing media 

landscape. One of the benefits of this new structure is that it will provide for a seamless and 

effective integration of the 21st Century Fox assets that we will be acquiring. Disney has a great 

track record for combining creative cultures to drive innovation and growth across our 

businesses--from Pixar, Marvel and Lucasfilm, to ESPN and ABC—and we expect the 21st 

Century Fox acquisition will be just as successful. 
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The stock consideration is subject to a symmetrical collar of plus or minus 10%, and is expected 

to be tax-free to 21st Century Fox shareholders. At the midpoint of the collar, we expect to issue 

about 343 million shares when the transaction closes. As a result, 21st Century Fox shareholders 

would own about 19% of the combined company and Disney shareholders will own 81%.  

 

As Bob mentioned, we are even more excited today about this acquisition given what we’ve 

learned over the past six months. The strategic rationale for this transaction is compelling, and 

we believe the addition of the 21st Century Fox assets will result in a number of financial 

benefits for Disney, including: 

 

 An acceleration in our revenue and operating income growth trajectory;  

 A significant opportunity for operating efficiencies; specifically, we expect to realize at least 

2 billion dollars of cost synergies by 2021; 

 We have the opportunity to use debt to fund 50% of the consideration, which allows our 

shareholders to retain more of the upside from the transaction; 

 And, we still expect the transaction to be accretive to earnings per share, excluding the 

impact of purchase accounting, for the second fiscal year after the transaction closes.  

 

We have a very strong balance sheet, which has provided us with great flexibility and access to 

attractive financing over the years, and we’ve always said we would be willing to deploy our 

balance sheet to advance our strategic objectives. This is one of those opportunities. 

 

Given the cash component of the acquisition, we’ve secured financing commitments to fund 

100% of the cash portion of the transaction. Assuming 21st Century Fox completes the Sky deal 

prior to the close of our transaction, we expect pro forma leverage to be about 4.0x total debt 

to EBITDA and about 3.4x if the Fox-Sky deal is not completed.  
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Disney are the same? That's what we heard last week from Comcast. So how would you defend, 

I guess, the argument that both regulatory paths look similar? And then secondly, any update 

on Sky -- Christine's analysis puts Sky in terms of a if/or, or maybe/maybe not, we get it. But 

what's the latest thinking on Sky and the following bid on Sky? 

 

Bob Iger – Chairman and Chief Executive Officer, The Walt Disney Company 

Well, I'll answer the second part first, Michael. We don't have an update on Sky. Fox is in the 

driver's seat regarding the 61% that they do not control. And you've read the recent news about 

the regulatory path that they have, and I won't say more than that.  

 

Let me say a few things about the regulatory process. I mentioned in my remarks that we're 

confident and that we have a clear path. As you know, we've been working with regulatory 

authorities, not just in the United States, but in jurisdictions across the world, now for six 

months, and we've made a lot of progress towards obtaining the regulatory approvals that are 

necessary.  That includes supplying regulatory authorities with a tremendous amount of 

information--basically, heeding their requests for all sorts of documentation regarding this 

acquisition and the potential impact that it has on markets across the world. This itself 

represents -- in itself, a meaningful head start.  

 

I also -- since you mentioned AT&T, and rendering his opinion in the AT&T case, Judge Richard 

Leon specifically found that a vertical merger, and I'm quoting, "can generate competitive harm” 

and forewarned, “The temptation by some to view this decision as being something more than 

a resolution of this specific case should be resisted by one and all!" One and all, as we read it, 

surely includes Comcast. 
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Ben Swinburne – Analyst, Morgan Stanley 

Thanks.  Good morning everybody.  Two questions. Bob and Christine, what we get asked 

certainly by a lot of investors is sort of where does this end, how high can this go?  And it would 

make zero sense for you to answer that question. But I'm curious, you have the ability to raise 

the bid and use more cash and keep this nicely accretive, which brings you to sort of the 

leverage question.  And maybe for Christine or Bob, or both, how do you think about the 

leverage capacity of the company? You do have some cyclical assets that at least in theory, in a 

recession, would get pressured. Can you just talk about your comfort level, whether you think 

about asset sales in some scenarios, and anything to help us understand sort of where you 

would get uncomfortable or how you think about leverage?  

 

And then Christine mentioned -- this is probably for Bob, that this transaction would accelerate 

the growth of the company’s revenue and operating income, which I'm sure you believed all 

along, but that was more of a pointed point here. Can you talk about the drivers of that? Is that 

a comment around your OTT initiatives, around Fox's film studio? Anything you could add in 

terms of the businesses or the specifics that give you confidence, if that's the case, would be 

great. 

 

Christine McCarthy – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

Okay. Thanks, Ben. I'll start out with the leverage question. On previous calls, and whether we're 

talking to investors or in conferences, we've often been asked about our leverage. We've always 

indicated that our balance sheet was not only a financial asset, but we viewed it as a strategic 

asset, and if there were a compelling acquisition that we determined was worthy of us taking 
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to expand at the new business model space at a more compelling rate. We have spent six 

months of studying and engaging with the Fox businesses and have a much greater appreciation 

for the potential that these assets represent to us, to our strategy today, because it's basically 

the strategy we intend to deploy long-term. Just think about content creativity -- content 

creation from FX and Nat Geo and Fox Television production or Searchlight. Think about what it 

gives us in terms of significant entree into India, for instance. We were in Delhi and Mumbai not 

that long ago, getting to know the Star team and getting to appreciate their businesses even 

more, and getting a sense for the potential that those businesses represent in that market.  

 

So there are a number of different reasons why we believe this will be an accelerant for the 

company. And I also have to say that we've been extremely impressed with the talent that 

we've engaged with at Fox and in reorganizing our company, which we did a few months back. 

We did it very specifically with the idea of moving many of those executives into key roles at The 

Walt Disney Company and using the combination of our talent to help grow the company as 

well. 

 

Operator 

(Operator Instructions) Our next question comes from Kannan Venkateshwar from Barclays. 

 

Kannan Venkateshwar – Analyst, Barclays Capital 

So Bob, in the deal, you have a number of different strategic goals that you are able to meet 

with distribution international footprint content, all being parts of the Fox mix. Is there a 

prioritization in your mind in terms of what part of the asset base is more or less important? 
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Lowell Singer – Senior Vice President, Investor Relations, The Walt Disney Company 

Okay, thanks, Kannan.  And thanks again to everyone for joining us today.  

 

Information in this presentation, including financial estimates and statements as to the 

expected timing, completion and effects of the proposed transactions, constitute forward-

looking statements within the meaning of the safe harbor provisions of the Private Securities 

Litigation Reform Act of 1995 and the rules, regulations and releases of the Securities and 

Exchange Commission. These forward-looking statements are subject to risks and uncertainties, 

and actual results might differ materially from those discussed in, or implied by, the forward-

looking statements.  Such forward-looking statements include, but are not limited to, 

statements about the benefits of the merger, including future financial and operating results of 

the combined companies and Spinco, the plans, objectives, expectations and intentions of the 

combined companies and Spinco, and other statements that are not historical facts. Such 

statements are based upon the current beliefs and expectations of the management and are 

subject to significant risks and uncertainties outside of our control. 

 

Details regarding these risks and uncertainties are and will be contained in filings with the 

Securities and Exchange Commission. We are not under any obligation, and we expressly 

disclaim any obligation, to update, alter, or otherwise revise any forward-looking statements, 

whether as a result of new information, future events, or otherwise. You are cautioned not to 

place undue reliance on these forward-looking statements, which speak only as of the date 

hereof. 
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or the consummation of the transaction on the market price of 21CF’s common stock, Disney’s common 
stock and/or New Disney’s common stock, (x) risks relating to the value of the New Disney shares to be 
issued in the transaction and uncertainty as to the long-term value of New Disney’s common stock, (xi) 
the potential impact of unforeseen liabilities, future capital expenditures, revenues, expenses, earnings, 
synergies, economic performance, indebtedness, financial condition and losses on the future prospects, 
business and management strategies for the management, expansion and growth of New Disney’s 
operations after the consummation of the transaction and on the other conditions to the completion of 
the merger, (xii) the risks and costs associated with, and the ability of New Disney to, integrate the 
businesses successfully and to achieve anticipated synergies, (xiii) the risk that disruptions from the 
proposed transaction will harm 21CF’s or Disney’s business, including current plans and operations, (xiv) 
the ability of 21CF or Disney to retain and hire key personnel, (xv) adverse legal and regulatory 
developments or determinations or adverse changes in, or interpretations of, U.S., Australian or other 
foreign laws, rules or regulations, including tax laws, rules and regulations, that could delay or prevent 
completion of the proposed transactions or cause the terms of the proposed transactions to be 
modified, (xvi) the ability of the parties to obtain or consummate financing or refinancing related to the 
proposed transactions upon acceptable terms or at all, (xvii) as well as management’s response to any of 
the aforementioned factors. 
  
These risks, as well as other risks associated with the proposed transactions, will be more fully discussed 
in the joint proxy statement/prospectus that will be included in the registration statement on Form S-4 
that will be filed with the SEC in connection with the proposed transactions, as well as in the registration 
statement filed with respect to New Fox. While the list of factors presented here is, and the list of 
factors to be presented in the registration statement on Form S-4 and the registration statement of New 
Fox will be, considered representative, no such list should be considered to be a complete statement of 
all potential risks and uncertainties. Unlisted factors may present significant additional obstacles to the 
realization of forward looking statements. Consequences of material differences in results as compared 
with those anticipated in the forward-looking statements could include, among other things, business 
disruption, operational problems, financial loss, legal liability to third parties and similar risks, any of 
which could have a material adverse effect on 21CF’s, Disney’s or New Disney’s consolidated financial 
condition, results of operations, credit rating or liquidity. Neither 21CF, Disney nor New Disney assume 
any obligation to publicly provide revisions or updates to any forward looking statements, whether as a 
result of new information, future developments or otherwise, should circumstances change, except as 
otherwise required by securities and other applicable laws. 

 

 


