. t :
%‘ i's largest media conglomerate, dwningthe;ABc,;

el _ 2 wﬁe W"dd’s larges cabt!ﬁ:d;aéh?v(:)rils such as ABC Fan.;jly,: Disn@

i st o roduces films through the'lmpn_nts Walt oy

: “~Owned WaleﬂleY s.md;::r?,el Entertainment is a.top comic bogk pu g

Animatjon, and Pixar, and its intense competition, especially from NBC Uit &

ducer, 11:‘??1);3%' 1fa]c),e§: er’):; ll';-lSPN acquired television rights to the Wimbyj edon 1o

for 12 years, :e)l;iaciné NBCezvhich previously carried the annual eveng.

History

Mr. Walq Disney and his brother Roy arrived in California in the sy
oon called A

: Mmmer of 1923
lice’s Wonderland. A distributor named M. J. Winkler Contracieq

€s on October 16, 1923, and the Disney Brothers Cartoon Studig Wag ..'
years, the company produced many cartoons, from Oswald the 'Luc .Rabbi; (19-
Symphonies (1932), Snow White and the Sev.er: Dwm_'fs. (1937), and P‘mocchto and qu
€ Company name was changed to Walt Disney Studio in 1925, I\fllckey.M(‘_)usp_- eme
sound. In 1950, Disney completed its first live action film, Tro
any began television with the Disneylanq anthology series. [p 1955
v Mouse Club, began. Also m 1955, the new Digy, eyl

Alice Comed
e

Anaheim. California opened.

Disney created g
Zorro, Mg ]
educationa] fi

World in O

125 moved intg ‘__-t
*t of the Dispey
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Mission/Vision

‘cion statement.
Disney does not have a mission statement or vision

are provided in Exhibigg
Fi . b sheets ayee .
Dime, S recent income smcmm“;;“? ncome in 2010 and the :ﬁobgil; l;91:13,1
Note the 20 Y Apel 2, 2011, Disney's ovemues increased S '
PAny’s met income increased 25 percent to $2.244 billion.

2 A
200

EXHigir 5 Consolidated Income Statement (in millions, except pq, sh

2010 2009 2008
R"""mh:\

$38063 S 36149 § 37543
e (31,337) (30-43? (30,400
oSt and ¢ Pense (270) (492) G2)
Other INcome ?::pense) t . = 66
Net .imqm ©Xpense v 577 ———=Sl g
Equity ip the income of investees et 58
Income before income taxes st 208
. : (2,314) (2,049) —=2)
Net xes 4313 3,609
Le?s. Net income attributable 1o noncontrolling
€l income altributable 1o The Walt Disney
Company Digney, 22903 33307 s 4
Ea!’nmgs Per share attributable 1o Disney
£ _ 1.76 .
: $ 203 § 2228
. asic $ 2_0‘7 $ 1 -78 $
Welgh.ted average number of common
eqtuya.lem shareg Outstanding:
Diluted Tt i —
:
Basic 1,915 : 256 ————
S
Source: way, Disney Company, Anmuar Report (2010)
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EXHIBIT 4 Revenue and Operating Income b

(i millions) 2010 2009 2008

Revenues
Medtia Networks 17062 $16.200 15,887 6%
Parks & Resons 10,761 10,667 11,504 1'%
Studio Entertainment 6,701 o, 136 7. MR
Consumer Produets 2078 2433 2415
Interactive Media 761  J 719

Total Consolidated Revenues $IR06) 536,149 §37.843

Segment operating income
Media Networks $5.132 34,765 $4.981 B%:
Parks & Resorts 1,318 1418 1,897 (1%
Swdio Entertainment 693 175 1.086 296%
Consumer Products 677 609 778
Interactive Media 234 295 258

Total segment operating income $7,586  $6.672 $8,484

Sowrce: Walt Disney Company, Anmual Report (2010),

EXHIBIT 5 Revenue and Operating Income by Region

(in millions) 2010 2009 2008
Revenues
USA/Canada $28.,279 $27.508 $28.506
Europe 6.550 6,012 6,805
Asia Pacific 2,320 1,860 1,811 X
Latin America and Other 914 769 721

e ———————————————
$38,063  $36,149  $37.843

Segment operaling income
USA/Canada $5474 $4923 $ 6,500
Europe 1,275 1,158 1,423
Asia Pacific 620 430 386
Latin America and Other 217 161 175

$7.586 56672 $8484

Source: Walt Disney Company, Annual Report (2010).

(2 percent). Operating income was derived from Media Networks (68 percent), Parks & R
percent), Studio Entertainment (9 percent), Consumer Products (9 percent), and Inte;
(a loss). These percentages reveal weakness in Studio Entertainment, since this seg
percent of revenues but only 9 percent of operating income. The Interactive Media s
weak part of the company since that division is losing money.

Media Networks
Disney’s Media Networks segment includes domestic broadcast television, tele
tion and distribution operations, domestic television stations, international and do
networks, domestic broadcast radio networks and stations, and publishing and digital
Disney owns and operates the ABC Television Network, which reaches 99 percent
television lmusebolds.

ment and news television propemescwnedmlevmanmsmup.aﬁm
busincsecs. The up’s portfolio includes ABC Television Network., ABC Own :
Stations Group, ABC Studios, Disney Channels Worldwide, ABC Family. SOAPnet, |
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: enue and Opg,.
EXHIBIT 7 Media Networks Segment: Rev "t

20
9 2008 ;
2010 200
(in millions)
$10,555 $ 10,04,
11,475
Revenues $
Cable Networks 5,687 l ggg; 5 lg.(l)':s
ﬁ_..____?‘
Broadcasting $17.162  $ 16, ;
operating i 260 4,100
ment ng income § 4473 § 4,
SegCable Networks 659 505 655
Bl'oadmsling

—

4765 § 3755~
$ 5132 §

Source: Walt Disney Company, Annual Report (2010).

d a9 Percepg ;..
. isney’s Cable Networks reporte | ing
indicated in Exhibit 7, Disney’s - : t increase ip Operat:
in 20?3.12::1 the Bl:"oadcasﬁ“g By i r:l;roorﬁd(:aa;(; ‘lzle:tcvil(])rks were $5.894 bl?l‘: -
Six Months ended April 2, 2011, revenue $13.073 billion, Nog in Exhibig
L i cent to . =
\lv(;gl;g{ioadz:sung_ ;:sc:l:?; ‘;;ei;:; éh’:fmmd outside the United Stateg Versus 1gq
: On subscri
SUbscribers, ith The Univerg;,., - ;
S : ear agreement w . oty of
o Du:)ng : Es:gemg slgned aa ig_munda 24-hour Enetworl: d;dicated o]
Will offer agvariety of ot ranl ging from sports to academic events. For the first _
Offered the NBA finals in 2011 in 3-D.
EXHigir 8 p

isney’s International Cable Satellite Networks and Broag

Cast ¢
P estic Estimated International
Pr0per~ty Su:ss;:;g:ﬁ,? ?nr;;ﬁ;tns){“ Subscribers (in Milliong)2)
M
ESpn 98 .
ESPNo 97 I’
ESpPNn Classic 41 =
ESPNEWS 74 =
ESpPn Deporteg 5 B
ESPNy T4 >
Disney Channelg Worldwide
Disney Chanpey 100 109
Playhoyge Disney - : 45
Disney xp 78 84
Disney Cinemagic 2 10
Hungamga = 7
ABC Famﬂy 99 =
SOAPRet 76 -
AKE / Lifetime
A&E 100 .
Lifetime Television 100 =
History Channe 99 =
Lifetime Moyje Network 79 =
The Biog.mphy Channel 62
History Internationay 61 -
ifetime Real Women@ 16 "
mmmu.s.l%wqumﬂm Mud&mmn
{(‘i’; Subscriber counts are 0Ol rated by Nielsen and are h-ndnnhtnu,
distributed j
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News Qorp. owns Fox TV, which has an average audience of 6.7 million )
by CBS with 7.6 million viewers during that prime time, Walt Disney's ABC with 5.4 ;‘h‘
per night, and finally NBC (owed by General Blectric) with 4.8 million viewers MI.“ on v,
tme periodd. News Corp. owns Dow Jones & Co. and the Wall Street Journal, Newy
Liberty Media Corp. a:::‘ adl po:\.ﬁnh: h\it::’sl in the DIRECTV Group, Inc, ~on

Several uncertain exist in this ustry, inchudi litting u
bution fees with screenwriters and competing with Iow:: e‘:bln :d’w:iai":lmh L
Recorder (DVR) devices. In addition, Apple, Inc. is aggressive in forming Mu;:d g
media networks. Time Wamer Cable Inc. has started a dispute with several large PS Wity ¢
regarding their ability to beam live TV channels to Apple Inc. iPads. This has 4 Somp
major TVeindustry players as they each want to offer their own programmi - on Ay
through hardware companies such as Apple. T the 1

Advertising dollars arc a major source of income for Walt Disney, which compereg wi
_advemw}g m"f".'. sueh s newspapers, magazines, billboards, and theylnterll;‘t‘.c;ﬁ;
1sbecormngthgmmd in almost all areas, and delivery of media is now expanded from g

TV and radio to handheld devices. The media industry o trag

ra also is benefiting by the introduc
u! television plati‘t:tlms that make it more appealing for companies lzade):relnp excl
mmngmpackng&r 250y This should help the companies to sell more advertising time based on g,

Parks and Resorts

Dlsney owns and. operates Walt Disney World Resort in Florida, the Disneyland Resort in
'h? Disney Vacation Club, the Disney Cruise Line, Tokyo Disney Resort, and Adventures |y
Disney has 51 percent ownership in Disneyland Resort Paris and 47 percent ownership in
Disneyland. Disney’s newest theme park will be in the Pudong district of Shanghai. '
The new 4,000-passenger ship Disney Dream was christened at Port Canaveral in 2
was designed especially for families. Disney Dream joins Disney Magic and Disney We
another new ship, Disney Fantasy, scheduled to join the Disney fleet in 2012, Disney
sail to Disney's private island, Castaway Cay. Exhibit 11 summarizes Disney’s key pa 'k
holdings. '
Revenue in this segment is generated from the sale of admissions tickets to the
hotel room charges per night; sales from merchandise, food, and beverages; rentals and
vacation club properties; and sales of cruise vacations. Most costs and expenses in this
driven from labor; depreciation of assets; costs of merchandise. food, and beverages: ma
advertising: repairs and maintenance; and entertainment. ’
Disney revenues from its Parks and Resorts division increased only 1 percent in 201¢
million. to $10.761 billion, due to a decrease of $38 million at domestic resorts and a

EXHIBIT 11 Disney’s Offerings Under Parks & Resorts

1. Walt Disney World Resorts: Epcot Disney-MGM Magic Dispey’s Animal
Swdios Kingdom Kingdom ]
2. Disneyland Resort: Disneyland Disneyland’s Resort &
California Facilities
Adventure
3. Disneyland Resort Paris: Disneyland Walt Disney Resort &
- Park Studios Park Facilities
4. Hong Kong Disneyland Hong Kong Hotels ‘ -
S. Tokyo Disney Resort: Tokyo Tokyo Hotels. LBy
| LS
6. Disney Vacation Club: ——
- 3 1 1 - i .‘ e — - S—
: 9. Walt Disney Imagineering e D ; —— - =
— —— = = L =
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o $132 million a1 Dj It )
:inr o one fewer we:l?:i;‘ Lm‘:.“-““““" resorts. Domestic Parks and Resorts revenues declined
ower hotel occupancy, ,“dp:;w:‘:“" volume decrease in lower vacation club ownership sales.
offset by higher guest spending enger cruise ship days. These decreases were partially
cket prices. In contrast, the rc%e S h'gt""'_“’eﬂge daily hotel room rate and higher average
cpending and real estate propert l:;‘: lncrease in international operations was due to higher guest
potel OCCUPANCY also helped n'.-v: - S, “\“_housh the impact was nominal, higher attendance and
creased bY 7 percent, or by 310‘:;' sales in the international market. Segment operating income
mu‘""“:::“ operations. U0 million, from 2009 to 2010, mostly due to improvements at
For the quarter ending Apri
past OI_xmﬁf\S income dec:mgl;‘ pi?\:g:;;:ms e RESOHS revenues increased 7 percent to $2.6 billion
for Disney’s Parks and Resorts segment. 10 $145 million. Exhibit 12 provides attendance information
The Parks and Resorts
3 : segment : - .
pesort in Aulani (an oceanfront °f_ Disney is growing, having recently added 481 units to its
Faniasy; DeW personal guide tours: newm H‘!Wmi); two new ships, the Disney Dream and Disney
acoess to rides: as well as new X Services and attractions; preferred seating and front-of-line
Disney has plans to oﬁerm;l;nge deals for major corporations and schools.
sorts. as well as Disney branded :: S_la.nd-a]c',nF theme parks and resorts in cities and beach re-
parks. Disney wants to utilize its by and dining districts, and smaller and more sophisticated
company has built time-share vacat?n S dame to expand in other areas of the travel business. The
challenges in this marketing strap ©on homes in popular places in the United States. Some of the
while keeping the Disney brana By h_iwe been tailoring the niche attractions to local markets
:on of existing parks and Teputation. There is also a challenge of avoiding the cannibaliza-
2 attractions. Food costs i i i r
osts increased dramatically in 2010/2011 and nega-

tively impacted Disney’s earni 2 - ’
rcent in 2010. ngs. The United Nations reported that global food costs jumped 25

Some additional data for 3
or the Disney Parks and Resorts segment is given in Exhibit 13.

competitors in Parks and Resorts

Plsney': :gﬁﬂfkﬂs ‘m_d cf“-lse lines compete worldwide with all other forms of lodging, tour-
ism, e ind Detngnee h:ta“y uncontrollable factors may influence the profitability of the
leisure-time industry such as business cycle and exchange rate fluctuations, travel industry trends,
amount of available leisure time, oil and transportation prices, and weather patterns. Scasonality is
another concern for this segment as all Disney theme parks and the associated resort facilities are
ope_rated on a year-round basis. Peak theme park attendance and resort occupanéy generally occur
dur}(l:(gisthc summer when school vacations take place and during early-winter and spring-holiday
et :

EXHIEIT 12 Disney Parks and Resorts Data

Domestic International® Total
2010 2009 2010 2009 2010 2009
Parks E
Increase in Attendance (1% 2% 1% 1% (1% 2%
Increase in Per Capita Guest 3% (6)% 3% (12)% 3% (7%
Spending Hotels'!?
Occupancy 82% 87% 85% 85% 82% 86%
Avasilable Room Nights (in 9.629 9549 2,466 2,473 12,095 12,022
thousands) 7
Per Room Guest Spending $224 $ 214 5273 5261 $ 234 $ 223
Source: Walt Di vy Comg . A { Reporr (2010).
(1) Per room guest lpmdins-nmistsnfdtgavmdanyho;dmmwwenusu.ﬁl SPGI:CE-“_!SW
food, beverages. and merchandise at the hotel Hoiel istics includ ntals of D» S

Club units. .
2) Per i : and per room guest spending i de the impact of foreig v trans-
(74 c-pmwum i - ! co o

wiﬁldmm”d’laﬁandljsmmmlomm.mﬁvdm
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EXHIBRIT 13 Parks and Resorts: Revenue and
Operating Income

—

(in millions) 2010 2009 % Change
Ravenues
Domestiv 5 K04 $ HA42 =
Internationnl 2,387 2,228 6%
510,761 $10,667 | %
Segment operating income 5 1,318 $ 1418 (%

Source: Walt Disney Company, Anmua! Report (2010),

According 0 Datamonitor, the global leisure fucilities industry generated a tota) g
$130.7 billion in 2009, Theme parks contributed 18.8 percent or $24.7 billion of thag
Disney is the leader in theme parks with an 8.4 percent share of the market, and Six
(.8 percent, ;

Six Flags is based in Oklahoma City, Oklahomu, und owns 20 parks across the Upgj
Mexico, Canada, and soon in Dubai and Qatar, with more than $1 billion in revenue, g
recently acquired Dick Clark productions, producing television hits such as the Am‘”"éah
Awards, The Golden Globe Awards, the Academy of Country Music Awards, Dick Clark’s p,
Rockin’ Eve and So You Think You Can Dance.

Estublished in 1977, Ocean Park in Hong Kong aggressively competes with Disney. o,
is a theme park that covers over 870,000 square meters and receives more than five mi
each year. Ocean Park has two new sightseeing locations in Shanghai aimed at attracting toyy;,
regions such as the Yangtze River Delta, Ocean Park is increasing the number of travel agypg
70 from the current 35 and will complete the construction of four themed travel attractio
2010 and 2013. Residents in Hong Kong are not very impressed with the small park
there, since many have visited Disneyland in Tokyo or Anaheim.

NBC Universal is perhaps the largest threat to Disney in this segment. NBC Uniy
Universal Studios Hollywood and a 50 percent interest in the Universal Orlando Resort. Cop
owns & controlling 51 percent interest in NBC Universal, with General Electric holding a
stake. NBC Universal has license agreements with Universal Studios Japan and Uniy
Singapore. Each year, millions of guests visit Universal's theme parks in Florida, California, 4y :
rather than going to Disney parks.

Universal Studios Singapore has over 15 new attractions, and in late 2011 debuted “Transg,
a mega-attraction based on the blockbuster hit movies of the same name, A Universal St
park has been licensed for Dubai, and a Universal Studios theme park in Korea has alsa
nounced. Universal Studios Hollywood is “The Entertainment Capital of L.A™ and the o
and television-based theme park 1o offer guests the authenticity of a working movie stud
its gates, the rich heritage of movies past and the excitement of today’s Hollywood come ¢
theme park features the world’s largest, most inteise 3-I experience: “King Kong 360 34
by Peter Jackson.” Other groundbreaking attractions include “Revenge of the Mummy:
“Shrek 4-D,”" “Jurassic Park—The Ride.” and *“The Simpsons Ride,”" as well as the world-
Studio Tour, which takes guesis behind the scenes of such landmark TV and movie locations
Spielberg’s War of the Worlds.

In Orlando, Florida, there are Universal Studios and Islands of Adventure—uas well
CityWalk, a 30-acre restaurant, shopping. and nightiime entertainment complsx, and
nificently themed on-site hotels: the Loews Portofino Bay Hotel, Hard Rock Hotel, and
Royal Pacific Resort. Flagship experiences featured in the theme parks include “The
Ride” “Revenge of the Mummy—The Ride,” “The Incredible Hulk Coaster,” and

Adventures of Spider-Man.” On June 18, 2010, Universal Orlando revealed “The Wi
of Harry Potter” at Islands of Adventure—an entire land that brings one of the most pog
of our time to life. 1

Carnival Corp. is the world's largest cruise operator, owning a dozen cruise lines and about |
with a total passenger capacity of more than 190,000. The company operates in North America p
mgmmmmmmmmmmmmmmdaum its
ship Carnival Cruise Lines unit. Brands such as AIDA, P&O Cruises, and Costa Cruises offer servic
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Jassengers in Europe, and the ¢
:islﬂl company with UK.! he C :‘nw Line 1y

| ns luxury trans. = .
vl Caribbean ix another i FY rans-Atlantic liners. Carnival operastes as s dual-

amival ple formin,
i o single
con Rle enterprise under
i ANy that competes with S aievie el :htlmlnod executive teanm.
studio Entertainment o

pisney produces live-petio
N and animated motion pictures, direct-to-video progr i
n “ta- amming, mu-

sical recordings, and lives
sta
£e plays. Disney motion pictures are distributed under the names

Theatrical Market, Home E
pisney Theatrical pmducm;‘:‘:ﬂlinmem Market, Television Market Disney Music Group, and

eature films s Disney has
lc‘:\!:ns a liccns?:c‘:‘ 2s Spider-Man, T"Gyf“u::a::::}:‘icen“d the rights 1o produce and distribute
D ibuie & fee on these films, where bur, and X-Men to third party studios. Disney
d‘htnln ley g(ﬁ:)m;; as the third-party studio incurs the cost to produce and
. o . o3 1sney sold the maj 0
Lios: Disney distributes live-action mo:imty of the assets of their Miramax Film Corp. for $663 mil-
pictures banner. Disney released i on pictures produced by DreamWorks under the Touchstone
T"“;fo""g "",;‘_L Classic Special sd;,:::,,z?t}‘:j ‘,:")e Award winning albums 1) TRON: Legacy. 2) TRON:
platforms. The albums peal 2 & N: Legacy Reconfigured to Blu-ray 3-D and
grossing animated film of alel:dti'::\ Nc;-: 4 on the Billboard 200. Two ﬂtks n!‘teor be:om);ns th:?ng?:‘:t‘f
joining Alice in Wonderland as mz'%‘;-‘; S:lory 3 exceeded the $1 billion mark at the global box office,
ever ;‘: T\(\),le C:WOD .51 billion Hioe rei eas:d I':ll(:;!:all;'c;r:n.t‘ilm in 2010, and made Disney the first company
2010, Disneyis Studi ;
company’s sales, appmxim;;lﬁnl‘_‘;r;ﬂlnmem segment revenue contributed $6.7 billion to the
to the total operating income i:,s .6 percent. While this segment contributed only 9 percent
percent, as indicated in Exhibit !4P°I‘C°mnge change from 2009 to 2010 was an increase of 296
tertainment revenues decreased 13- However, for the quarter that ended April 2, 201 1, studio en-
percent to $77 million. percent to $1.3 billion while operating income decreased 65

competitors in Studio Entertainment
The Studio Entertainment segment of Disney competes primarily with 1) NBC Universal (which is
owned by General Electric) and 2) Paramount Pictures.

NBC Universal is one of the world’s leading media companies in the development, production,
and fnarkeurlg of entertainment, news, and information to a global audience. The new company’s as-
sets include some of the most recognized and valuable brands in the industry, such as television net-
works NBC, Telemundo, USA Network, Sci-Fi Channel, Bravo, Trio, CNBC, and MSNBC (jointly
owned with Microsoft); film studio Universal Pictures: television production studios Universal
Television and NBC Studios; a stations group comprising 29 NBC and Telemundo television stations;
and interests in five theme parks including Universal Studios Hollywood and Universal Orlando.
International assets include excellent positions in the sale and distribution of video and DVD titles,
television programming, and feature films in more than 200 countries; and distinctive television chan-

nels across Europe, Asia, and Latin America.

Universal offers an all-audience family film business with Ilumination Entertainment. Its first pro-
duction, the 3-D CGI blockbuster Despicable Me, was one of the highest-grossing and most profitable
films of 2010, In addition to filmed entertainment, Universal produces live stage productions, including
the cultural phenomenon Wicked and the 10-time Tony Award-winning Billy Elliot the Musical.

Revenue and Operating Income

£ XHIBIT 14 Studio Entertainment: _

(in millions) 2010 2009 % Change
Rc‘]v;z::s'ical Dis_tribution 5 2_222 $ ;._313 (535;:
b e i S T 1.985 2.049 3%
'l‘o-lal“ltcvcm $ 6.701 $ 6,136 9%
Segment operating income $ 693 $ 175 296%

Tureer Waih Disncy Company. Annual Report (2010)
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Paramount Pictures Corp., a division of Viacom, is a global producer and distri :
entertainment, with robust and multifaceted divisions across all areas including digityy, 3 ©
tainment, network and cable television distribution, studio operations, and consumer p,
recreation. Paramount has many respected brands, including MTV Networks and BET , 'St
Paramount consists of several film labels, including the legendary Paramount Pictures; 4 St
youth brand, MTV Films; the preeminent family entertainment label, Nickelodeon Moyje.
cialty film labels Paramount Vantage and Paramount Classics. i )

Paramount has established distribution deals with iconic comic book at,
Entertainment and renowned animated film producer DreamWorks Animation. COmpar,,
business operations include Paramount Digital Entertainment, Paramount Famous p,
Paramoumt Home Entertainment, Paramount Pictures International, Paramount Lijc
Paramount Studio Group, and Worldwide Television Distribution. =

As the only major motion picture studio based in Hollywood, Paramount is locateq
pansive 64-acre state-of-the-art production and business center. During its nearly 100—,’%_
the studio’s backlot has served as the production site for thousands of notable feazum :
sion shows, and commercials. Paramount’s facilities include 30 sound stages. a newly ¢,
“Chicago Street,” as well as the historic and popular “New York Street,” which features 14
city neighborhood backdrops. .

Paramount has some of the most respected and talented filmmakers and producers
ness, including J.J. Abrams, Brad Pitt, and Martin Scorsese. Paramount has distributed a h o
cally acclaimed and box office hits over the last several years, including Cloveqﬁ;;ekl, T
Indiana Jones & The Kingdom of the Crystal Skull, Norbit, Blades of Glory, and Disturbiq.

Paramount’s library consists of more than 1,000 motion picturc. ntles_, somgal te
gramming, and varying rights for approximately 2,500 additional motion picture titles
has numerous Oscar® winning films including 2007°'s No Country For Old Men (co
with Miramax Films); 2006’s groundbreaking documentary featuring Vice President
Inconvenient Truth; the moving historical drama Braveheart directed by M?l Gibson in
worldwide sensation starring Tom Hanks, Forrest Gump (1994); and the highest-grossi
picture of all time, Titanic (1997)—as well as enduring classics such as Breakfast at Tiffany
The Ten Commandments (1956), and Sunset Boulevard (1950), among others.

Consumer Products
Disney’s Consumer Products segment includes partners with licenses. manufacturers, pi
retailers worldwide who design, promote, and sell a wide variety of products based on new
ing Disney characters. Product offerings are: 1) Character Merchandise and Publications
2) Books and Magazines, and 3) the Disney Store. Disney released in mid-2011 a ne
captured the fantasy, action, and adventure of Pirates of the Caribbean: On Stranger
is perhaps the largest worldwide licensor of character-based merchandise and producer/
children’s film-related products based on retail sales.

In 2010, Disney revenues from this segment increased 9 percent to $1.7 billion.
at the Disney Stores benefited from the acquisition of Marvel and the strong perforn
Story merchandise. Operating income of this segment increased 11 percent to $677
dicated in Exhibit 15, Disney is on schedule to add more than 25 new and remodeled Dj
locations in 2011 and plans to transform all of the more than 350 Disney Store loc
the world.

EXHIBIT 15 Consumer Products: Revenue and Operating Income

(in millions) 2010 2009 % Cl
Revenues
Licensing and Publishing $ 1,725 $1.584
Retail and Other 953 841
Total Revenues $2.678 $2.425
Segment operating income 3 677 35 609

Source: Wah Disney Company, Annual Report (2010).
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Disney offers licensing of toys, apparel

pealth and beauty products, food. foot home décor and furnishings, stationery, sccessories,

AAMES licensed and for which and consumer electronics. Some major brand
Srors Winnie the Pooh, Cm;' Diz’;:‘;‘_:fﬂm camed include: Mickey Mouse, D:.,vrn::cl’ﬂnre.u. Toy
Spider-Man and Iron Man. v Fairies, Hannah Montana, and the Marvel properties, including

Disncy Publishing W -
countries and ""Snasn:& Mo;i?:::es (DPW) publishes children’s books and magazines in multiple
pisney Princess, Winnie the Pooh are related to Disney's cartoon characters such as Mickey Mouse.
aprl 2. 2011. Disney’s Consume Cars, Disney Fairies, and Toy Story. For the quarter that ando(i
decreg—:es in DPW revenues. T Products revenues increased S percent to $626 million despite

sney owns and opera -

r the name of the Dism:;s m“:)’ Aﬂml stores, both brick and mortar and through Internet sites,
retail complexes and offer a be'd‘m - Actual stores are typically located in large shopping malls and
e range of Disney merchandise. Disney owns 211 stores in North

ica, 104 stores in Euro
= pe, and 48 2 5
warner Brothers, Fox. Sony, Marvel, s;?i!::s in Japan. Competitors to Disney in this segment are

interactive Media

pisney’s Interactive Medi
teractive media platfor:::_a segn::;t creates and delivers Disney-branded entertainment across in-
spbscriptions revenue was so= smepmwhaf f::t ‘gjmf—s and online. As indicated in Exhibit 16, games and
online enterairment increased 35 uring 2019: however, advertising dollars received through
Disney’s Games busi peml from the prior year.
nobile games WDrldwidem:ss creates, develops. and distributes console, handheld, online, and
<uch as Toy Story 3. Alice i"asedw on properties created by Disney. which includes 2010 titles
properties su S Split Sec dz"dﬂ:laﬂd. _and The Princess and the Frog, as well as new game
tive games for social netwe ‘:‘; - This business also produces online games along with interac-
irod Playdosn. ne orking websites and games for Smartphone platforms. Disney recently
2t i = .. a company that develops and publishes online games for social network-
ing websites.

- Online business develops, publishes, and distributes content of Disney-branded on-
linc services intended for family entertainment. The focus here is to create Disney websites such as
Disney.com and Disney Family Network. Disney.com promoies the Disney Channel, Disney Parks
and Resorts, Walt Disney Pictures, and Disney Consumer Products. :

For the guarter that ended April 2, 2011, Disney’s Interactive Media revenues increased 3

Fei 1:.1_;‘;_5159 million. but this segment’s operating income decreased by $60 million to a loss of

5 ion.

Conclusion

The unifying theme for all of Disney’s business segments is F
economic conditions. value of the dollar, inflation rates. interest rates, unemployment rates, and GDP
variation across countries, Disney’s future success depends on the ability to consistently create and
gistr bute movies, films. programs. theme park attractions, resort services. and consumer products.
Heavy investment is required to gain and sustain c¢ ner accep and attention as preferences
change and differ across continents.

ily entertainment. In addition to

Media: Revenue and Operating Income

EXHIBIT 16 Interactive
(in millions) 2010 2009 2% Change
Revenues 7
Games Sales and Subscriptions £ 563 $ 565 =
Advertising and Other 198 147 35%
Total Revenues $ 761 $ 71z T%
SegmerH operating income $ (234) £ (295) 21%

wmmcmowm"m'm-
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Travel and tourism factors impact Disney s business, such as adw::r:se weather cqp, di;
disasters. terrorist attacks, health concems, intemational concerns, p_ol.llICﬁI or milit
and war. Technological challenges face Disney as consumers are shifting to more On-de
and shows.
James Mitchell, a Goldman Sachs media analyst, estimates that 8‘0 percent of Dj
attendance is from the United States, and that 60 percent of domestic visitors fl

Mitchell has a “buy™ rating on Disney and a 12-month share-price forecast of g
prices are bad for Disney; oil prices dropped 3 percent on May 5, 2011. That wag a

Disney.
In June 2011, Disney announced plans to layoff 5 percent of the employees or More

48,
£90d gy, O

nEy>

: ¥ to g, ° Py,
versus 40 percent who drive. Crude oil futures have climbed 19 percent this yeq, in Nt:le .

W ‘I:’:ks
&h .-

for

people at its film division to reduce costs at the Studio Entertainment segment. Layofy, ha;n Ay,

expected as global DVD sales have plunged due (o a si?ift in consumer behavior to on-de
services and other digital mediums at home for watching movies. D1§ncy’s Studio By, rt
division is also struggling due to sluggish performance of the worldwide home enterty;

. B . : 3 €
theatrical distribution business. Disney's Studio Entertainment revenues came in at $ 34 bilm ang

the second quarter of 2011, a decline of 13 percent versus the year-ago quarter, OPeFating
plunged 65 percent to $77 million in this segment.

ang “I;
ey
on s

iﬂCOme

On a positive note for Disney, the state of Florida is moving forward with a $1.3 billioy,

muter rail system for the Orlando area. Disney had urged the sune'm build the line, say
bring jobs and economic gains to the region whef'e t}fey hith:: operations.
Ultimately, Disney must continue to maintain the image and brand name thyg
Disney developed while assuring investors and smkehcffdc-rﬁ that the company will have
growth in upcoming years. New competitors like Netflix, Dish Network. and Amazon,¢q

ing j “’lel&

Mr. Wal[
heajy

m haVe

their eye on taking Disney customers. Prepare a three-year sirategic pian for Disney’s CEQ
il

Robert Iger.
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