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Disney has always been perceived as a magical place, but it is now facing the test of reality. In the
recent two years, The Walt Disney Company’s financial strength and popularity have been on a
downward trend.

Disney’s financial data, such as operating margin and debt/EBITDA ratio, is below the acceptable
value. It contrasts with its competitor Comcast Corporation, whose data is often above the
acceptable value.

From Yahoo Finance, Disney has an operating margin of 7.51% for the first quarter of 2022.
However, this is below the average operating margin for the S&P 500, which was 10.44% for the first
quarter of 2022, according to CSI Market. Disney’s low operating margin indicates that its operating
costs and/or non-operating costs are too high. In contrast, Comcast has an operating margin of
17.89%, about 10% higher than Disney.

In terms of Debt/EBITDA ratio, Disney’s ratio is 5.13. However, according to the Corporate Finance
Institute (CFI), a ratio higher than 3 or 4 gives the company a “red flag”, indicating it may be
“financially distressed in the future.” It also implies that Disney is not really capable of paying its debt
and other liabilities.

Once again, Comcast did better than Disney, with a Debt/EBITDA ratio of 3.10. Although Comcast’s
debt (107.26B) is about double that of Disney (54.13B), Comcast has 3 times more EBITDA
(34.62B) than Disney (10.56B), which explains why Comcast has a less Debt/EBITDA ratio.

Even Disney’s debt being over 100B, its highest paid member CEO Mr. Robert A. Chapek received
17.14M in 2021. In comparison, Comcast, despite having less debt and higher EBITDA, paid its
highest pay member CEO Brian L. Roberts 11.38M. CEO Brian Robert’s pay is about 66% of that of
CEO Bob Chapek.

Yet, Disney has a market cap of 249.479B and 152,000 full-time employees, while Comcast has a
market cap of 207.099B and 189,000 full-time employees. Although it is reasonable for Disney to
pay their CEO higher than Comcast due to having a higher market cap and fewer employees, I
believe Disney still needs to reduce the pay for CEO Bob Chapek in order to alleviate the pressure
from less debt and higher EBITDA.

In addition, according to Yahoo Finance’s stock chart, Disney’s stock price displayed a decreasing
trend from 2021 to 2022. This implies that fewer people want to buy a stock from Disney than sell it.

The decreasing stock price might be because Disney’s shareholders and the public became
dissatisfied with the company. The two probable main factors for their dissatisfaction are Disney’s
rejection of shareholder proposals and CEO Bob Chapek’s public condemnation of Florida’s
"Parental Rights in Education" bill after initially refusing to comment on it.



First, according to Disney’s 2022 Schedule 8-k, its board was against all of the shareholder
proposals (#4-8 below). Those proposals include lobbying disclosure, special meeting threshold,
human rights due diligence report, pay equity report, and workplace non-discrimination audit.

On the contrary, Disney was for all the other proposals that are not proposed by shareholders (#1-3
below). Those proposals include election of directors, ratification of appointment of independent
registered public accountants, and advisory vote on executive compensation.

Disney’s Schedule 14A includes the reasons for the board’s rejection of those shareholder
proposals. Those reasons are basically the same: Disney has already done a good job in the
problems that shareholders proposed to improve upon.

For example, for the shareholder proposal to disclose all of Disney’s lobbying efforts, Disney claims
that it has already enhanced its lobbying disclosure by “expanding its scope and more clearly
articulating its policy — Political Giving and Participation in the Formulation of Public Policy in the
United States.”

But 2022 is the 7th year that this has been proposed, and it is clear that at least some shareholders
are not satisfied with Disney’s explanation. Those shareholders’ supporting statements for the
proposal include data that proves Disney’s lack of lobbying effort transparency and displays their
shocking amount of spending - $42,965,000 - from 2010-2020 on federal lobbying. It indicates
Disney’s need to further disclose their lobbying activities as well as reduce them.



Second, in March, 2022, CEO Bob Chapek called DeSantis, governor of Florida, in protest about
Florida's "Parental Rights in Education" bill. This bill bans classroom discussions of sexual
orientation and gender identity up to 3rd grade.

According to Disney’s tweet, some of the measures CEO Bob Chapek claimed to take against the
bill include “increasing support for advocacy groups to combat similar legislation in other states” and
“pausing all political donations in the state of Florida.”

But some shareholders are dissatisfied. They argue that Disney, as an entertainment company, is
responsible to treat its employees, customers, and shareholders of different political stances fairly.
They believe the CEO should not publicly declare a political stance that represents the company and
distract the company from its main purpose of entertainment.



As a result, due to CEO Bob Chapek’s public condemnation of the bill, he was criticized by some
shareholders for interfering in politics, while dealing with a walkout by Disney employees who
thought his condemnation didn’t come soon enough.
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