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Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Jay Rasulo just walked in the room, so let's welcome him.  Jay Rasulo is here as a first time 
presenter.   We're very pleased to have Disney's CFO join us for the conference.  Jay has been 
CFO since January when he unusually swapped jobs with Tom Staggs.  So, let's have the Q&A. 
Hi.  Thank you.  Good to see you.   
 
Can you discuss your top priority as a CFO over the next 12 months and how you think we 
should measure your success? 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Wow, well, obviously, as part of the Disney management team and my role within it, a number 
one for Disney in terms of the importance of our strategy is the creation of great content, and 
maximizing return on that content through, what I guess I will describe as an ecosystem.  
 
The Disney ecosystem is a unique animal that really allows us to maximize return on our 
content.  On the one hand, there is the need for great inputs of quality content that stands the 
test of time but also there is the various means of distributing it.  Not only what we think of 
typically as distribution through all of the technology and so on that we think of distribution, 
but for Disney content, that distribution includes our Consumer Products division, our theme 
park division, our video games, publishing, et cetera, et cetera.  
 
So our goal as a management team, and myself as part of that, is really to be sure that on the 
one hand, we continue to feed great content into the front end of the ecosystem and on the 
other hand, that everything we do, in fact strengthens that ecosystem, whether domestically or 
internationally. 
 
So as an example, if you think of something like Toy Story 3, a great piece of content created by 
Pixar studio, goes in not only as over a $1 billion box office movie, but then turns into a great 
home video sale, has elevated our Consumer Products business, both through the licensing side 
where it's become an incredibly strong and rejuvenated property, has lifted the Disney stores.  
And of course, when the video release comes out right before Christmas, will take us right 
through the fourth calendar quarter in terms of sales, but also becomes content for a day-in-
date release of an electronic video game that's doing quite well.  And again, we'll get a boost 
into Christmas.  It has become great material for digibooks.  It has become great material, 
already is great material for our theme parks.  We have lots of attractions based around Toy 
Story.  But remember, since it’s been a decade since a Toy Story movie was released, a whole 
new audience of kids who that didn't grow up with Toy Story now get called to the theme parks 
in terms of relevance because there are lots of attractions there.  So, the care and feeding of 
that ecosystem, which makes us unique as a company, really gives us the kind of returns that 
we get on our intellectual property, is a number one priority for me personally and for our 
entire management team. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
The parks division grew revenue nearly 65% during your seven year tenure running those 
operations, and you only had one theme park opening.  So, it was mostly organic growth.  What 
tools or best practices do you attribute most to your success there, and how should we think 
about the portability of those lessons to other areas of Disney? 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, to get the facts straight, obviously, during the time I ran the business, revenue grew about 
65%.  Some of that was due to the consolidation of Euro Disney into our financial statements on 
a consolidated basis.  As you mentioned, some was due to the opening of Hong Kong 
Disneyland, and the rest was what you characterized as organic growth.   
 
And the strategy that we used to create that growth is very much akin to the strategy of the 
entire Walt Disney Company that Bob Iger has laid out for all of you for many years.   Quite 
clearly, first and foremost, we use IP to create relevancy.  Disney theme park is something 
that's always there.  We want people to come today and not tomorrow and not a week from 
now and not a year from now and not never, of course.  And so we need to continue to create 
relevancy, and we use IP to do that.  Whether, as I mentioned, it's Toy Story, and whether it's 
the other graduate franchises like High School Musical and so on that came up while I was 
running that division.  But that integration of great content in terms of product and in terms of 
our marketing message to create relevancy is the first thing. 
 
Secondly, second pillar of the company's strategy is technology, the use of technology.  And we 
use technology, again, in many, many ways, both to enhance the guest experience, to create 
attractions that were breakthrough attractions in terms of the use of new technology, but also 
in the business systems behind the running of the business, whether that's a very sophisticated 
yield management system, a very sophisticated guest recognition system, where we then get to 
reach out through multiple media to guests in very different and personalized and customized 
ways, so that an empty nester couple is not getting the same timing and marketing message as 
a young family.  The use of technology has been very, very powerful in creating the kind of 
volume increases that we saw over the last decade. 
 
And lastly, international expansion.  Hong Kong Disneyland is a good example, but reaching out 
in a diverse way, both in our domestic markets where our audience is becoming more and more 
diverse as the US becomes more diverse, but also growing the business in Europe, Hong Kong, 
Tokyo and of course, looking forward to the possibility of growth in Shanghai, really is one of 
the pillars of the company and one of the pillars that we used to expand parks and resorts while 
I was there.  So, I think that it's a microcosm of the overall company strategy, but had those 
results for us in parks and resorts. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
As you look across Disney's portfolio, what are the largest untapped opportunities for 
shareholders as you see them from a value creation standpoint, both from the near term and a 
longer term point of view? 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, I think some are pretty straightforward and obvious.  As part of the care and feeding of 
our ecosystem, mergers and acquisitions play a role in that as well, and we did two acquisitions 
that are very different in character recently.  One, Marvel, I would describe as feeding of the 
front end of the ecosystem.  Marvel is a company that has incredible IP, incredible storytellers 
and creators of future IP, but as a much smaller enterprise with Disney did not have the kind of 
ecosystem that could maximize the way Disney can, the value of that IP.  So, integrating Marvel 
into our studio slate, into television, both in terms of Disney XD, potentially ABC Family, the 
ABC network, integrating it into our worldwide consumer products network that is vast and 
really won't incur any additional costs for us to do so.  Clearly, we have to see the exploitation 
of the IP and the Marvel acquisition as part of our growth strategy. 
 
On the video games front, we look at it both from a market perspective as well as the 
acquisition of Playdom.  The acquisition of Playdom fits into the model on the other side of the 
ecosystem. It is a means of distribution that The Walt Disney Company did not have the 
expertise to take advantage of.  Playdom is an early stage company in social gaming.  They have 
the business analytic tools, they have the monetization models that we have not used yet, and 
they are a player in that world for us to express our content.  And we know from internal 
research that the application of Disney IP to the social gaming area, the games that Playdom 
was in the process of creating, has about a 30% lift in interest among people who were 
interested in those games.  So, we know that the application of our IP to that kind of 
distribution platform can be very powerful for us.  Clearly, the digital game space is one that we 
look to grow in. 
 
In terms of the international expansion of the Company, we see that as a huge opportunity. We 
don't have enormous, if you characterize, and I'll put it in quotes, "market share" in the 
businesses that we operate in.  Even in the US, they are very small and offer opportunity for 
growth across all of Disney's businesses. But if you look outside the US, we are really fledgling in 
many markets, and both investment and application of Disney IP and international markets is 
clearly an area that we see for future growth. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Disney is the most consumer sensitive of basically all the large diversified media companies.  All 
indicators are pointing to a sluggish economy, a sluggish consumer.  What economic gauges do 
you most pay attention to when mapping out your business plan, and how are you managing to 
maximize returns on investment and returns on capital in this kind of environment? 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, certainly we are not a company that is immune to economic cycles, and we look 
fundamentally at the same kinds of indicators that others do.  Some that relate directly to our 
business, trends in the travel space, consumer confidence has been something that has been an 
interesting, not perfect, but interesting leading indicator for our parks and resorts business. 
What's going on in the retail space, advertising trends.  We have confidence in our IP and the 
power of that IP over the long term, and our long-term strategy is really business cycle agnostic.  
If you look at the kinds of investments that we're engaged in today, whether it's the 
acquisitions that I discussed, whether it is the expansion of our theme park business in terms of 
cruise, in terms of the expansion of some of our properties, our efforts in Shanghai to open a 
park there.  We really see those for the long term and have the confidence in our business 
model and the confidence in our business plan to really continue those kinds of projects 
through economic down cycles. 
 
Now, of course, in a down cycle, you look closely at the management of costs, you look very 
closely at the strength of your balance sheet.  You want to make sure that you have liquidity to 
maintain the flexibility to do the kinds of things that we do to make those long-term 
investments, but we don't see the status quo as a business plan.  We operate in some rapidly 
changing environments, particularly in the media space.  We don't want to be caught flat-
footed or wrong-footed, so we tend to continue to engage, despite the short-term business 
outlook, in laying down the strategy that, as I said, strengthens that Disney ecosystem, and we 
continue to invest behind creative content that is the input to it. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Let's go to your businesses, the divisions and media networks. Can you tell us what you're 
seeing in the third calendar quarter and into the fourth quarter? What's going on in the scatter 
market for broadcasts and for cable networks? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, I don't want to update what we said broadly at the end of the third quarter when we 
announced our earnings, but at that time, we talked about growth in the scatter market that 
was in excess of 20%, and double-digit growth in both our television stations ad sales, as well as 
ESPN.  And I'm not going to update that other than to say that the trends we saw at that time 
pretty much continue and have not seen significant changes. 
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Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Without giving any numbers then, can you just tell us how much visibility you have?  Your 
averages in terms of timeframe, are they -- 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
The advertising market remains strong, but at the same time, our visibility is not very good.  A 
lot of buys are made late.  We haven't seen a lot of change in activity in our cancellations, but 
we don't have a crystal ball that's really better than anyone else's out there.  And we continue 
to see very short-term buying behavior, both at ESPN and ABC. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
ABC network ratings have been challenging, and some of your more popular shows are coming 
off the network.  Can you talk about your competitive position going into the 2010/2011 TV 
season? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, we have some returning shows that have done well for us - obviously very happy with 
them.  And we have some new shows that we're putting on this fall that we have high hopes 
for. Of course, we have a new executive in place. Most of you probably know that Paul Lee has 
taken over primetime programming for ABC.  He comes with an incredible track record from 
ABC Family, really took something that was a network that was pretty moribund, developed a 
strategy targeted at millennials, made it a huge success, had great success in the upfronts. A lot 
of consecutive years of better and better programming, put on some shows like the Secret Life 
of the American Teenager and others that really captured and indicated that this is a guy with 
his finger on the pulse and some very good taste.  So we look with great anticipation towards 
this year.  Most of our new shows go on air starting the 21st or 22nd of the month, and we'll 
see what happens. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
And would you view ABC television's increase as a supplier to the network as more offensive or 
defensive? 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, we look at ABC, and I talked about the Disney ecosystem, but whether we're talking about 
ESPN or ABC, it’s really not very different.  ABC, we view, as a content creator.  The better the 
content we create, the better it fits into the ecosystem that surrounds ABC.  We happen to 
own, with the network, the first airing, first window for the content that ABC creates.  But it 
really is viewed strategically for us as a content creator that we then take successful 
programming into syndication, pay TV and a myriad of digital offerings that are now out there 
in business models.  We're very careful about how we put our content out there.  We don't 
want to be caught flat-footed or unaware, so we have a lot of different business models 
through which we're distributing ABC content.  But, first and foremost for us, content creation, 
using the network to launch that content, and then ultimately, getting into what is a wild and 
wooly environment in terms of digital distribution. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
And when will ABC fully realize its retransmission consent potential?  And a second part to that, 
how should we think about the split from reverse comp from your affiliates? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, obviously, we've been strong believers all along that we should get a fair market 
compensation for the content that we create at ABC.  And whether that is in our direct 
negotiations, for our O&O stations with our multi-platform partners or whether that is in the 
negotiations that we enter with our affiliates who clearly, the network brings value to, we look 
for fair compensation.  I don't want to get into the details of those negotiations, I don't think it's 
appropriate to do so, vis-a-vis either one of those groups of partners.  But we're pretty 
confident and firm about getting our fair share of retrans revenue. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
And then other than retrans, what other forms of content monetization do you have on the 
television side?  Can you talk about TV everywhere?  What about online consumption?  How do 
you think about the different models and how valuable they'll be? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Sure. Well, let me start with how we think about it philosophically, and we have some principles 
with which we approach this space. The first principle, and I want to say right up front that our 
relationships and partnerships with the multi platform providers are great, have been a huge 
source of revenue and value for us and for them and always are in our mind as we go forward. 
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But the principles that we try to enter this confusing and ever-changing space with are, first and 
foremost, as I said before, that we should be paid a fair market value for the content that we 
supply to that system.  Secondly, that we never want to lose our ability to go directly to 
consumers and have our own relationship with the ultimate viewers of that programming.  We 
never want to be in a situation where there is a block in a partnership or in a deal between us 
and the ultimate consumer or an exclusivity, if you will.  And thirdly, that whatever we do, there 
is an obvious monetization model in place. 
 
We don't want to make the mistake that I think others have made, and particularly in the 
newspaper business, where they put the content up without a clear monetization model, and 
then it was very hard for them to go backward and find out how to get monetized. I think, 
Jessica, it's very early to know what's going to emerge as sort of the leading vehicle of 
monetization in this space. So we are engaged in doing a lot of things.   
 
We have ABC.com where you can see programming with advertising, and that's the source of 
the monetization there.  We also do current content distribution with Hulu under a different 
kind of model, either Hulu Plus or standard Hulu.  We're out there on the iTunes platform, on 
the iPad player, each of which from a rental perspective or sell-through perspective or an 
advertising-based perspective, we really have tried to be across the spectrum. 
 
I don't think that we have any specific crystal ball or insight into what's going to emerge as the 
most consumer demanded form of watching content, but we believe that at the end of the day, 
the consumer is going to want portability, the consumer is going to want access on their own 
terms, and we think they will be willing to pay for that because it delivers value.  So, we're out 
there on many, many platforms, each of which has its own business model, each of which we've 
been happy and eager to enter and pursue for how it can help to monetize our content. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
One of the topics that's come up a lot during the last few days at our conference is advanced 
advertising, and Disney as a company seems to sit on two sides of that.  As an advertiser, being 
able to target, you mentioned that your technology, you're able to target more specifically.  So, 
as an advertising vehicle, it seems to be very efficient for you, but also, as the owner of media 
and broadcast networks, seems to be a real opportunity.  Do you think that -- can you give us a 
timeframe or how you guys look at advanced or addressable advertising over the next few 
years? Is it something that's really important, or -- 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, I think that, as you say, as a user, obviously we have played around with all kinds of – I 
mean there's almost no better business in terms of addressable advertising than the theme 
park business. It's a big decision for a household.  It's not a decision that's made on an impulse 
basis, and it's also a decision that surrounds aspects of people's lives where we know they are 
inclined to come and visit our theme parks. 
 
So I think from a user perspective, I think it's very powerful.  I think as technology becomes 
more advanced, particularly in the mobile world, as a supplier, I think it is something that we 
can become more and more sophisticated in supplying as well.  So, we are on both sides of 
that.  I don't know what the timeframe is such that technology will allow the recognition of 
viewers and the recognition of when and where they'll be, but that we know from both our 
own work and surveys that you've read and others, I'm sure, in this room, that the opportunity, 
while people are watching TV, I think 70 something percent of people are on another device 
while watching television.  And with that, it gives you the opportunity to tie your television 
programming to an online presence with someone. 
 
And as we become more and more aware of who through authentication, who those users are, 
I think the reality of simultaneous, both value enhancement to the viewer, so whether that's on 
a social network where people are talking about a sporting event on a social network while 
they're watching it on TV in various and sundry locations, they're not together, whether that 
becomes a vehicle for addressable advertising or advertising that is content related to what 
people are viewing, that's a pretty exciting opportunity for us. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
What percent of your cable network revenue is derived internationally now, and where do you 
think that can go? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, I don't want to get into the specific numbers, but I will tell you what we're doing in that 
space and how we think about our investment.  So starting on the ESPN side, we're entering our 
second year of UK Premiere football.  We have investments in Southeast Asia, in Brazil.  We 
continue to look for opportunities in what I will be the first to admit is an extremely competitive 
and increasingly competitive world out there for international sports rights outside the US.  But 
we continue to push, and whether it's Premiere League football, FA football, Aviva rugby, which 
used to be Guinness rugby, we continue to look for opportunities to build the kind of 
programming that has made ESPN what it is in the US - something that people want to watch 
and have to watch, a lot more competitive space out there in the world.  
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The Disney Channel at this point has a very significant foothold in just about every developed 
country.  We continue to expand through the conversion of the Jetix network, which came as 
part of the ABC Family acquisition, as we convert that to Disney XD.  It continues to build our 
presence and give us a much more significant international footprint for television.  So, as I 
mentioned earlier, international expansion is clearly one of the pillars that we are pursuing as a 
strategy, and those two vehicles are aggressively trying to build their presence. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Let's move to parks and resorts. On your last earnings call, you indicated that underlying 
bookings were running about 1% behind, excluding the impact of last year's extra week.  Has 
anything changed since then? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, I'm not -- again, I'm not going to update what we said a few weeks ago, but specifically, 
we said that bookings were down 9% but if you excluded the fifty-third week, which of course, 
occurs in the fourth quarter, we were 1% down in our bookings from prior year.  And those 
trends have basically continued along the same lines.  We clearly have a product in our theme 
parks that continues to be highly demanded. We continue to try to respond both on the 
product side and the offer side to continue to grow it. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
How far along are you in weaning consumers off of the promotions, and how should we think 
about a normalized level of promotional activity? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, the theme park business, like those of you who cover hotel companies, is no longer a one 
price fits all business for all times of the year.  Clearly, over the last two years, we made the 
decision to favor volume over maintaining our price.  Other companies made other decisions, 
but that's the decision that we made, and it worked out quite well for us.  We said in the last 
couple of calls, including the last earnings call we did, that we were systematically pulling back 
on the broad-based level of promotion that we had out there for the two prior years and that 
we would be trading off probably volume and price on a profit maximizing basis in the coming 
quarters.  And in fact, that is exactly what we've been doing. 
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You saw in the third quarter, both if you look at either our theme park attendance numbers or 
the occupancy at our hotels, that both fell off kind of low to mid single-digits while spending, 
both as measured in the per capita spending that we have at our theme parks or in the average 
daily rate at our hotels, were up single-digits on a percentage basis.  So we continue to follow 
that strategy.   
 
Before everyone focused on what our promotion strategy was over the last couple of years, we 
were always doing value weeks of the year.  For example, the week after the Christmas 
holidays, the week after Thanksgiving but before Christmas.  Those are always weeks that we 
offer value to price-sensitive consumers who would come during those weeks for various 
reasons.  And we continue to do that.  And I think we will continue to do that.  So, I would say 
that we have an incredibly sophisticated revenue management system.  It basically re-prices 
every hotel room at Walt Disney World every day for the leading five years. So, it is literally over 
five million calculations that we do every day on how to price our hotel rooms.  So, to try to 
draw conclusions, I know we've said strategically we are lowering the level of our promotion, 
but on any given day for any given room, it might be - it might not appear that way. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
2011 is shaping up to be a pretty big year for you guys with the launch in January of the Disney 
Dream cruise ship, you've got Ariel's Undersea Adventure at Disney California Adventure.  
You're opening the hotel in Hawaii and the timeshare.  So, I guess the first question would be, 
can you talk about advanced bookings for the Dream? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
We're very happy with interest in the Dream and we're very happy with the booking pace that 
the Disney Dream has experienced.   Obviously we're booking Caribbean itinerary.  We've been 
on those itineraries for the whole time we've been in the business - different way, shapes and 
form of cruising around the Caribbean.  But with a new product, with 80% of the rooms having 
outside verandas and being outside state rooms, which is very unusual in the cruise industry, 
with a lot of new features that the Dream has to offer, there has been an incredible amount of 
interest from both new and previous cruisers with us to book.  So, we're pretty happy with it.  I 
don't want to go into the details of the numbers, but it has booked faster than we imagined. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
How is it priced, and have you seen cannibalization from your -- 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, on the pricing side, again, the ship is not a one-price-fits-all kind of proposition.  But 
obviously, you charge a higher price for veranda rooms.  The old ships were only, if my memory 
serves me, 30% or so veranda rooms.  The new ships are 80% veranda rooms.  So you can 
imagine that even though each state room is priced differently for different times of year and 
different cruises, on average, you are going to see a better, a higher price for the Dream than 
you do for our existing ships.   
 
In terms of cannibalization, I don't know how to really answer that.  Cannibalization is not an 
interesting business topic unless you look at it for the long term.  In other words, whenever you 
offer a new product in the travel and leisure space or, frankly, in any business, of course there's 
immediate interest in that.  People rush to it.  Some people will settle back to what they did 
before.  They want to try something new, but they'll settle back to what they did before. 
 
So I don't think we've been booking the ship long enough to really know whether there will be 
cannibalization.  It's not a concept that really matters in the short term.  If it persists in the long 
term, it's different.  But we built those ships with the anticipation that we will continue to be a 
unique boutique cruise line with only four ships.  We are highly over demanded, and I don't 
suspect that that's going to be a big problem for us in the long run. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Every five to eight years seems to mark the start of a new round of expansion in the capital 
expenditures at the theme parks.  You have overseen $1 billion of expansion at DCA.  With the 
construction of these two new cruise ships that are coming on in 2011 and 2012, the resort and 
time share that we just mentioned in Hawaii, the negotiations that you go to now in Shanghai. 
So, from your point of view, where do we stand in terms of the park capex cycle?  Are we at the 
peak, are we near the peak?  How do we think about -- 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, it's interesting.  When you tick off all those things that are going to open in 2011 and 
2012, I can remember well the decision process that went into each and every one of those. 
Each had their own unique - we just talked about the cruise line - under capacity, over 
demanded and time to get new ships in.  You sign a contract and then you know it's coming out 
30 months in the future, and that's just the reality of building a cruise ship.   
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At DCA, Disney's California Adventure, we talked about the need to expand our overall capacity 
at the Disneyland resort, that we were capacity constrained because Disneyland couldn't take 
any more guests and we needed to shift more of the time and more of the guests to DCA to be 
able to raise the water level of the whole place. 
 
The Aulani resort in Hawaii had its own rationale in terms of trying to move our vacation club 
business outside the confines of one of our destination resorts and have it be free standing in a 
location that we know our vacation club members were interested in and were demanding.  So, 
it turns out that although those were all unique decisions, when we pulled this trigger on all of 
them, it all ended up happening in terms of opening in 2011 and 2012.  And of course, with 
those long-term projects, a lot of the investment happens to fall close to the opening. 
 
So I would clearly describe the level of investment we're at in our theme park business today as 
kind of a pig in the python in terms of our normal activity.  And we wouldn't have made any of 
those decisions if we didn't believe that each and every one of them gave our investors a return 
that they would be very happy with.  And each one, I believe will, because they're built on a 
very solid foundation, very solid business strategy, and I have the confidence in our 
management team to execute.   
 
So, I would say that we're in a capacity expansion period.  We may soon hear that the final deal 
on Shanghai has been signed, and we're going to progress with it and it's five or six years away.  
But I would also say that we look at the business over a long - because capital investment in 
that business is very lumpy, you have to look at the return on invested capital over a long 
period of time.  And we're pretty comfortable with the levels at which we invest in that 
business and the kinds of returns it can give. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
So, what is a normalized level of capex for that business?  For a long time you were, without 
these big projects, you were under $1 billion.  Will it go back to that level? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, at one time, to be explicit, at one time, we said that for our domestic theme park 
business, we would invest under $1 billion, and that was in terms of refreshment and 
maintenance capital, as well as some new projects that we typically have for novelty.  Novelty 
drives that business to a large extent.  I think some of the things you are seeing now are 
aberrations.  But I don't think that, given the size of the business in terms of the flanker 
business we've expanded in the vacation club, the more than 60% or 65% increase in our cruise 
business, new international locations, a time share resort on a freestanding basis, I don't think -
- I'm not going to go into the details of those numbers, but I don't think that we're comparing 
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apples and apples when we look at the ongoing level of capital just to keep the business moving 
forward.  But we're looking at a much bigger business, too. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Fair enough.  Let's move on.  The film division has bounced back nicely from your fiscal '09 low. 
How do you feel at this point about your fiscal 2011 slate? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
We feel great about our fiscal 2011 slate, both from the perspective of the literal titles that are 
in there, Pirates 4, Cars 2, two great Marvel titles and others, Tangled and other things that are 
coming down the road for us.  But more importantly, from a strategic perspective, we have 
talked about focusing our film studio down on long-term value creating franchise movies, and 
almost - this is the first year that almost every film that is coming out in our slate has the 
potential of entering that Disney ecosystem with potential across all of the business units to 
continue to lift the company and sort of take the returns, not only of the film business and all 
its ancillary aftermarket channels, but also other aspects of the company that add to the return 
on investment in those films.  So, we feel very positive about it, and our focus is becoming more 
and more razor-like. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Okay, I'm going to have two more questions and open up to the audience, because I'm 
watching the clock.  I want to touch at least on consumer products.  Can you talk about your 
expectations for the holiday season and, when will Cars 2, which was one of your biggest 
consumer products, the new film, when will that start to impact? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Right.  Well, in short - obviously, we watch retail trends like everyone else, and some news from 
month-to-month is troubling.  However, we feel very confident that our products have risen 
above the trends that are out there and have seen very strong growth.  Toy Story 3 right now, 
number 3 kids property out there, very, very powerful, will take us well into the Christmas 
season with the release of the home video in November.  We feel very good about that.   
 
Cars, as you mentioned, number two sort of die cast automotive concept in the world.  The 
movie hits in the summer.  We feel very positive about what that's going to do for our fourth 
quarter and into the following Christmas season.  So, we are very bullish on the product that's 
coming out.  We think Tangled is going to give a boost to our princess business.  So, I think that 
the kind of cylinders that Disney fires on well, the stage is set for that.   
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In the retail world, our re-concepting of the Disney Stores, where the Disney Stores will go from 
a category organization - so if you want to get a mug, you go to the mug section, and there's 
mugs around all the franchise - to a franchise perspective, where the store is organized by 
franchise.  So all of the Toy Story merchandise is together, all the Cars merchandise is together.  
And we've done, I don't know, ten or a dozen stores have re-opened with this new 
organization, and the lift in that new organization has been pretty amazing.  And we'll continue 
to roll those through the systems.  So clearly, that will help our Consumer Product business as 
well. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Okay, and then I have to touch on Disney Interactive.  With the Playdom deal, do you feel like 
it's strategically complete in the gaming space?  Do you have the resources in house to execute 
your gaming strategy, and when will this be a contributor to profits? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, the game space overall, I don't know if anybody can ever feel like they're complete.  It's a 
fast evolving space.  A couple of years ago, we talked about console games and casual games 
and suddenly, in the last couple years, social games have become the absolute rage, have a 
trajectory that is just amazing, which is the reason that we did the Playdom acquisition, to get a 
faster and stronger foothold into that space than we would have - than we believed we could 
organically within the company.  But we continue to play across the spectrum.  We're kind of - 
on big franchises like Toy Story 3, we're solidly in the console enthusiasts, leaning towards the 
light enthusiast space, continue to grow in the casual space and quickly are applying Disney 
franchises, ESPN franchise, Marvel franchise to the social gaming space through Playdom. 
 
So I certainly feel like we have the talent, we have the management talent and the business 
intelligence talent to be successful in this space.  Trajectory, I never like to guess about 
trajectory in terms of when the business will become profitable as a segment.  But clearly, 
we're determined to be a player.  Our customer expects us to be in this space, and it's one that 
we're in for the long haul. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Okay, great.  Let's take questions from the audience. 
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Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Gladly. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Can we get the mics?  Coming. 
 

Unidentified Audience Member 

 
Hi, Jay.  I have two kind of wonkish questions.  The first one is, you're aware that Disney trades 
at a premium to the peer group and to the overall market, and I don't know if all of that can be 
ascribed to Lowell. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
Only 50%.  (Audience laughs). 
 

Unidentified Audience Member 

 
Part of it might be due to the character and the quality of the Disney assets, and so to construct 
that premium one would do a sum-of-the-parts evaluation.  I find it perplexing that you or your 
accountants chose to move part of the Toy Story 3 revenue from a higher multiple division, 
Consumer Products, into a lower multiple division, film.  So could you kind of go through why 
you're doing that? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
We have had a - I talked at length about sort of the external world and how we expect to be 
rewarded for great content we create, and we thought that - as a long standing principle, that 
the investment in some of the IP that is created by the Studio is so incredibly powerful as a 
driver to our ecosystem, that proper decision-making would demonstrate returns to the 
investments that sometimes are large in those big franchises.  That properly placing some sense 
of the return to other businesses into the Studio P&L would lead to better internal decision-
making and better understanding of how value was being created in the company. 
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Unidentified Audience Member 

 
Thank you.  And then the second question I had is, in your new role as the CFO, you're in kind of 
a unique position to evaluate the disclosure that Disney makes to really explain to the external 
world a very complex business, multiple businesses.  And what do you think you can do to 
improve the disclosure and highlight the wins and where the value is and highlight those areas 
that need more focus?  Thanks. 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, you didn't ask how much credit Lowell gets in that regard.  You only asked how much 
credit Lowell gets in the first question. 
 

Unidentified Audience Member 

 
Well he's been there for a while.  (Laughter) 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Well, look, I think that needless to say, buried in your question is the reality that a complex 
company doesn't have the easiest time explaining all the intricacies of the business in our 
disclosures, but I think that we clearly think that we do a pretty good job.  If the implication of 
your question is do you think you're going to make radical changes in disclosure because they 
weren't being done well before, then I would say the answer is no.  I'm pretty happy with what 
we disclose, how we disclose it.  For me it's clear, it's consistent, it's proper accounting and 
we're proud of it. 
 

Unidentified Audience Member 

 
So we shouldn't expect too much in terms of touch-ups on your part? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Look, the world evolves and the world changes, and we get into new business areas that 
sometimes require further and deeper explanation, but I wouldn't expect any.  If there are 
changes, I would expect them to be glacial and not revolutionary. 
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Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
There's a question here.  Alan. 
 

Unidentified Audience Member 

 
One question, on your output deal with Starz.  I think Bob mentioned that there was some 
agreement that Disney would get additional royalties or licensing fees if Netflix subs hits a 
certain level.  If Netflix subs were to get to, I'll pick a number, 35, 40 million, would those 
incremental licensing fees be significant? 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Thanks, Alan, for that question.  Just to back up, our Starz deal, which was recently renewed, 
does have a provision that allows Netflix streaming of the content that goes on Starz.  And we 
did, if you will, protect ourselves or take advantage of the possibility that that subs number 
could go much higher and do have a provision in that deal under which we would experience 
some of that upside, should that happen.  I don't want to get into the details of at which level 
that will take place. 
 

Jessica Reif Cohen – Analyst, Bank of America Merrill Lynch 

 
You can’t say anything else?  Okay, great.  Well, thank you so much. 
 

Jay Rasulo – Senior Executive Vice President and Chief Financial Officer, The Walt Disney Company 

 
Thank you. 

### 
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Forward-Looking Statements: 
Management believes certain statements in this call may constitute “forward-looking 
statements” within the meaning of the Private Securities Litigation Reform Act of 1995.  These 
statements are made on the basis of management’s views and assumptions regarding future 
events and business performance as of the time the statements are made.   Management does 
not undertake any obligation to update these statements.  Actual results may differ materially 
from those expressed or implied.  Such differences may result from actions taken by the 
Company, including restructuring or strategic initiatives (including capital investments or asset 
acquisitions or dispositions), as well as from developments beyond the Company’s control, 
including:   
 

- adverse weather conditions or natural disasters;  
- health concerns;  
- international, political, or military developments;  
- technological developments; and  
- changes in domestic and global economic conditions, competitive conditions and 
consumer preferences.   

 
Such developments may affect travel and leisure businesses generally and may, among other 
things, affect: 
 
  - the performance of the Company’s theatrical and home entertainment releases; 
 - the advertising market for broadcast and cable television programming; 
 - expenses of providing medical and pension benefits; 

- demand for our products; and  
- performance of some or all company businesses either directly or through their impact 
 on those who distribute our products. 

 
Additional factors are set forth in the Company’s Annual Report on Form 10-K for the year 
ended October 3, 2009 and in subsequent reports on Form 10-Q under Item 1A, “Risk Factors”. 
 
Reconciliations of non-GAAP measures to closest equivalent GAAP measures can be found at 
www.disney.com/investors. 

http://www.disney.com/investors�

