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PRESENTATION 

Operator 

 

Good morning, ladies and gentlemen, and welcome to the DHX Media Fiscal 2018 Fourth 

Quarter and Full Year Webcast. All lines have been placed on mute to prevent any background noise. 

After the speakers’ remarks, there will be a question-and-answer session. If you’d like to ask 

a question during this time, simply press *, then the number 1 on your telephone keypad. If you’d like 

to withdraw your question, press the # key. Thank you. 

I would now like to turn the call over to Nancy Chan-Palmateer, Director, Investor Relations 

at DHX Media. You may begin your conference. 
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Nancy Chan-Palmateer — Director, Investor Relations, DHX Media Ltd. 

Thank you, Operator, and thank you, everyone, for joining us today. Speaking on the call 

today are Michael Donovan, our Executive Chairman and CEO; Doug Lamb, our Chief Financial Officer; 

and Josh Scherba, our President. Also with us and available during the question-and-answer session 

are Aaron Ames, our Chief Operating Officer; and David Regan, our EVP of Strategy and Corporate 

Development. 

 

We have some standard cautionary statements. The matters discussed on this call include 

forward-looking statements under applicable securities laws with respect to DHX Media including, 

but not limited to, statements regarding the business, strategies, and key priorities and objectives of 

the Company; expected results from the strategic review and other internal review processes of the 
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Company; and the future financial and operating performance of the Company. Such statements are 

based on information currently available and are subject to a number of risks and uncertainties. 

Actual results or events in the future could differ materially and adversely from those 

described in the forward-looking statements as a result of various important factors, including the 

risk factors set out in the Company’s most recent MD&A and Annual Information Form. 

Before the question-answer session that will follow, we ask that each analyst keep to one 

question with one follow-up so that everyone has a chance to ask questions. If you would like to ask 

an additional question, please re-join the queue. 

 

Now turning to Slide 3, I will now hand the call over to our CEO and Executive Chairman, Michael 

Donovan.   
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Michael Donovan — Chief Executive Officer and Executive Chairman, DHX Media Ltd. 

Yes. Thank you, everyone, for joining us on the call this morning. Today we announced we 

have concluded our strategic review. 

Over the last year, the special committee of the Board of Directors reviewed a wide range 

of options to enhance shareholder value. The review generated strong interest in our content and 

brands, leading to formal discussions with multiple parties. Each of these opportunities was assessed 

diligently by the Special Committee of the Board and the management. 
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These discussions resulted in the previously announced sale of the minority stake in Peanuts 

to Sony and also an agreement announced today for agency representation for Peanuts with Global 

Brands Group Asia. I will discuss both of those in greater detail momentarily. 

In addition to these agreements, the Special Committee and management determined that 

the best way to deliver shareholder value going forward is by pursuing a refocused content strategy, 

one that targets the two largest growth opportunities for children’s and family content. First, we’re 

going to continue to invest in WildBrain, where we see tremendous potential for value creation and 

continued double-digit growth. We will prioritize investment in short-form content to further drive 

WildBrain’s growth and capitalize on the rising popularity of kids’ content on YouTube. 

Secondly, we are going to take a highly targeted approach to developing premium content 

for streaming services and key broadcasters, focusing on kids’ shows with the greatest consumer 

products potential. We intend to develop and expand global franchise brands supported by this new 

premium content to drive consumer products royalties. 

We are excited about both these priorities, and our president, Josh Scherba, will be speaking 

more about our content strategy. 

Also during the strategic review, we conducted a comprehensive internal evaluation of our 

teams, structures, and processes. As a result, and as previously announced, we changed our 

management team and also consolidated a number of offices and made staffing adjustments across 

business units. 



 

 9 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

 

 

FINAL TRANSCRIPT 

September 25, 2018 — 8:00 a.m. E.T. 
DHX Media Ltd. Fiscal 2018 Fourth Quarter and Full Year Webcast 

This included consolidating our Vancouver animation business from two studio facilities into 

one. We also brought agency representation on Peanuts in-house to CPLG for the UK, France, the 

Middle East, Greece, and Turkey. Initial results from these and other changes contributed toward the 

Company generating positive cash flow in the fiscal year. 

 

Turning to Slide 4. The strategic review generated multiple concrete actions that resulted in 

strengthening our balance sheet and reducing our leverage, helping us progress towards our targeted 

leverage of 3.5 times. 

First, we completed the sale of a minority stake in Peanuts to Sony, which generated $236 

million. Secondly, this morning we announced a multi-million dollar five-year agency deal with GBG 

for Peanuts in China and Asia. Thirdly, we suspended our quarterly dividend, freeing up approximately 
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$10 million annually to invest in our growing WildBrain business and to continue to pay down debt. 

Lastly, we implemented $11 million in annualized cost savings from operational synergies and 

rationalizations. 

Going forward, we plan to further rationalize overhead expenses and operating efficiencies. 

Our key priorities for these savings, as well as for excess free cash flow, is investing in WildBrain and 

paying down debt. 

 

To further discuss our Peanuts transaction with Sony, we sold 49% of our 80% interest in 

Peanuts at more than a 20% premium to cost. As a result, $209 million in net proceeds were used to 

pay down our term loan. 
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As our territorial agent, Sony has grown Peanuts by 200% in Japan since 2010. We have also 

extended the term of Sony’s agency agreement for an additional 10 years in Japan. 

 

Turning to slide 6.  As previously mentioned, we signed a multi-million dollar five-year 

agency agreement with Global Brands Group for Peanuts in China and Asia, excluding Japan. We 

expect this agreement to result in approximately a 35% increase in revenue from this region over the 

next five years. 

China and Asia are under-monetized territories for Peanuts, and we believe have a 

significant potential for growth. CAA-GBG offers a network of offices across the territory and is 

committed to meaningfully increasing Peanuts’ presence in this market. 

I will turn the call now over to Doug Lamb for Fiscal 2018 and Q4 2018 financial results. 
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Doug Lamb — Chief Financial Officer, DHX Media Ltd. 

 

 

Thanks, Michael. Turning to Slide 7, which provides some financial highlights. In Fiscal 2018, 

revenue increased 45% to $434 million, while Q4 2018 revenue grew 11% to $97 million over the prior 

year period. 

This growth was primarily driven by the acquisition of Peanuts and Strawberry Shortcake, 

growth in our service business, and also continued strong growth at WildBrain. Growth in these 

businesses was partially offset by declines in our other businesses. 
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For Fiscal 2018, adjusted EBITDA increased to $97.5 million with a net loss of $14 million 

compared to adjusted EBITDA of $87 million and a net loss of $3.6 million in 2017. 

The increase in adjusted EBITDA was the result of the Peanuts and Strawberry Shortcake 

acquisition, continued strong growth in WildBrain, partially offset by declines in our proprietary 

production, our non-WildBrain distribution, and our consumer products-represented businesses. 

For Q4, adjusted EBITDA was $16 million, with a net loss of $21.6 million compared to 

adjusted EBITDA of $23.7 million and a net loss of $18 million in the prior year period. The decline in 

Q4 EBITDA was primarily due to declines in non-WildBrain distribution revenue. 

The net loss was partially due to a $12 million combined write-down of investment in film, 

television programs, acquired and library of content, and intangible assets. 
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Turning now to Slide 8. WildBrain continued its strong growth, with revenue increasing by 68% in 

Fiscal 2018 compared with a year ago.  

 Consumer products accounted for 36% of total revenue, driven again by Peanuts. 

 Cash provided by operating activities was $37.8 million, excluding one-time acquisition and related 

refinancing payments.  And our leverage ratio at June 30, 2018, of 6.1 times is reduced to 4.7 on a pro 

forma basis after giving effect to the Sony transaction. 

In terms of the leverage ratio, I just want to take this opportunity to clear up some confusion 

regarding how we calculate it. The leverage ratio we report in our financial disclosure is based on the 

total net leverage ratio as defined in our senior secured credit agreement. This ratio is subject to the 
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maintenance covenants set out in the credit agreement and also disclosed in our financial statements 

and MD&A, and in our view is the most relevant metric from a debt perspective. 

It excludes all EBITDA cash and production financing associated with our unrestricted 

production entities, and excludes the non-cash film amortization derived from our investment in film 

assets. 

Since our consolidated reporting does not provide details on the split between unrestricted 

and restricted subsidiaries, it is not possible to calculate this ratio from our public reporting. 

Additional information can be found in our senior secured credit agreement, which is filed on SEDAR 

and EDGAR. 
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Now turning to Slide 9, which provides some additional highlights of the continued growth 

we are seeing at WildBrain. During Fiscal 2018, more than 129 billion minutes of videos were 

consumed on WildBrain, up 135% from 2017. This translated into revenue of $57 million in 2018, 

representing 68% growth over the prior year. 

This growth was largely driven by investment in original content, and as Josh will discuss in 

greater detail, continued investment in WildBrain content is a key priority for us going forward. 

 

 

Turning now to Slide 10. We are beginning to see the benefits of our initiatives to drive 

improving cash generation. This has resulted in positive cash flow from operating activities of $13.4 

million for Fiscal 2018 compared to a cash outflow of $6.5 million from the prior year. 
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Both Q4 2018 and Q4 2017 generated positive operating cash flow of $8.3 million and $6.9 

million, respectively. 

And then finally, if we add back approximately $24.4 million in fees and refinancing 

payments related to the Peanuts and Strawberry Shortcake acquisition, operating cash flow for the 

year ended June 30, 2018, would have been approximately $37.8 million. 

With that, I’ll now hand the call over to Josh, who can provide more detail on our content 

strategy. 

Josh Scherba — President, DHX Media Ltd. 
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Thanks, Doug. So turning to Slide 11, the global market for kids’ content is evolving, and 

there are two major opportunities that have emerged. 

 The first is premium original content. As major streaming services, such as Netflix, Amazon, 

Apple, and Hulu compete with each other to win subscribers, they have become less reliant on high-

volume library content, and are instead ramping up demand for original shows, meaning high-profile 

and high-budget premium content. 

The second is YouTube, which has become the leading platform for delivering advertising-

supported content to kids. I’ll speak a bit about how we are prioritizing development and production 

of content to target each of these opportunities. 
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So turning to Slide 12, premium exclusive content has become a driver for major streaming 

platforms. Over the last year, we have shifted our energies to focus on the development of select 

high-end originals with top-tier talent to meet this demand. 

Peanuts and Strawberry Shortcake are two properties that we are very excited about, and 

we have a number of others in our development pipeline that we haven’t announced yet. 

Essential to these properties, aside from their huge appeal to kids, is that they have great 

consumer products potential. Our plan is to leverage our rich portfolio of IP to produce tent-pole 

shows that drive consumer products programs worldwide. 

So does that mean that we’re going to stop producing for linear? No. We will continue to 

partner with top-tier broadcasters, as there is a still a market for linear, but streaming is the major 

market now, and that’s where we’re going to focus the majority of our efforts. 
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Turning to Slide 13. Let’s look at WildBrain, our ad-supported video on demand—or AVOD— 

network on YouTube. We’ve been building WildBrain for a few years now, and with more than 

110,000 videos for over 600 kids’ brands, WildBrain is one of the largest networks of its kind. 

As Doug highlighted, WildBrain generated 129 billion minutes of watch time in Fiscal 2018. 

That’s 129 billion minutes of content watched on our network last year, generating $57 million in 

revenue. By way of comparison in Fiscal 2017, WildBrain generated 55 billion minutes of watch time 

with $34 million in revenue. 

So WildBrain’s revenue grew by 68% in 2018, and in fact has been growing since 2013 at a 

compound annual rate of 156%. We are very excited about WildBrain. Short-form content can be 
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created for the network at a much lower cost than premium content, and because of the volume of 

viewing we’re able to generate, there is a very rapid return on that investment. 

We intend to increase our investment in WildBrain going forward, and use the network to 

launch new kids’ series and brands to a massive global audience. 

Turning to Slide 14, I’ll hand the call back to Michael. 

 

 

Michael Donovan 

Thank you, Josh. So the strategic review is now over and has resulted in a number of actions 

to enhance shareholder value. 
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We are now generating positive cash flow, which will allow us to invest in our growing 

WildBrain business and to further pay down debt. We are on track to deliver growth, and we are 

excited to move forward with our refocused content strategy and new leadership team. 

I’d like to thank the Special Committee for their work, I’d like to thank our investors for their 

patience, and our employees for their dedication. We look forward to updating investors as we 

proceed with our strategy. 

We are pleased now to take questions. 

 

Q&A 
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Operator 

Certainly. At this time, if you’d like to ask a question, please press *, 1 on your telephone 

keypad. We’ll pause for a moment to compile the Q&A roster. Again, that is *, 1 on your telephone 

keypad. 

Your first question comes from the line of Rob Goff with Echelon. Your line is open. 

 

 

Rob Goff — Echelon 

Good morning, and thank you for taking my question. It would be on the distribution 

revenues. We understand that distribution revenues can be lumpy. Could you address the significant 

year-over-year decline in distribution revenues, excluding WildBrain? And could you talk to the 

outlook whether there is a rebound going into Fiscal ’19? And for further reference on that, with 

respect to your Q3 release you had indicated that you were in advanced negotiations for potentially 

large distribution deals. Could you talk to whether or not those remain under negotiation? Or have 

you moved forward? Thank you. 

Michael Donovan 

Thank you, Rob. So I’ll start, but I think I’ll also invite both Josh and Doug to speak on the 

question of distribution, and then I’ll answer the second part of your question after they’ve spoken. 
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Rob Goff 

Great. Thank you. 

Michael Donovan 

—Okay. So yes, the thing about the distribution business is that it’s lumpy, and so you have 

to be careful that one swallow does not make a spring. The anomalous distribution decline in Q4 was, 

in fact, anomalous, and one needs to look at this over the course of a year. 

Having said that, we’re in a very volatile environment; it’s a dynamic environment. Overall, 

it’s growing. For example, with the arrival of Apple on the scene, that’s a game-changer in our world. 

Amazon are investing more deeply. Walmart has entered. So this is continuing to expand and grow. 

However, it is evolving. And what we have done over the course of the Special Committee 

is take a rain cheque on what we’ve been doing in terms of our strategy and retooling it for this 

evolving environment. And you’ll see those results going forward. 

And the key is focusing on short-form content for our AVOD platform, which is world-

leading, and also on premium content with brands and a consumer-products focus. 

Doug, do you want to add to that, please? 

Doug Lamb 

I would. Just in terms of the actual factors affecting Q4, Rob, I think there was really kind of 

three things. One was a large, a very large library deal that was signed in Q4 of last year, so a tough 
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kind of comp. I think there were a few opportunities, larger opportunities we were expecting in Q4 

2018 that did not land in Q4. Some of those have moved into the next fiscal year. 

And then I think, as Michael says, the market is evolving, and we have a new strategy that 

we believe will evolve with the market. 

I think with that, I would hand it over to Josh. 

Michael Donovan 

Josh? 

Josh Scherba 

Sure. I would echo what’s been said. Certainly, we’re in a dynamic and evolving 

environment. And we’re focused on where kids are increasingly consuming content, and that’s where 

our refocused strategy comes in. 

I would also add that WildBrain is continuing to prove the value of our library as it becomes 

a major distribution platform for monetizing our existing content. So I think that’s worth noting as 

well. 

Michael Donovan 

Thank you. And, Rob, to answer the second part of your question, yes, we have been 

working on a number of large transactions involving our content and did so under the strategic review 

process. And we are continuing to focus on and work on a number of transactions, which we’re 

expecting to be hopefully concluded in the next several quarters. 



 

 26 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

 

 

FINAL TRANSCRIPT 

September 25, 2018 — 8:00 a.m. E.T. 
DHX Media Ltd. Fiscal 2018 Fourth Quarter and Full Year Webcast 

I think that should answer your question. I don’t want to say too much. 

Rob Goff 

No, that’s great. Thank you very much on that. 

Michael Donovan 

Okay. Thank you. 

Operator 

Your next question comes from the line of Jeff Fan with Scotiabank. Your line is open. 

Jeff Fan — Scotiabank 

Thanks. Good morning. Just on the new deal that you guys have just signed, the agency deal 

with China, can you just maybe give us a little bit more detail on how much revenue you’re getting 

from that region today, given that the comment was using that as context on the 35% growth of the 

revenue from this region, so just to give us a sense of what the magnitude is on this deal and how 

quickly you expect that revenue stream to ramp up? And then the second question follow up is just 

on the cost savings. You talked about $11 million in annualized savings. How quickly does this ramp 

up? What’s the in-year savings that we should be expecting for F’19? 

Michael Donovan 

Okay. So I’ll start and, Doug, if you could add to what I say. So we—for competitive reasons 

and industry reasons, we cannot give the number that’s reflected in the agreement, other than to say 
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that it is a material number. And it’s a deal that we worked on for a number of months, and we’re 

particularly pleased with. We feel that it’s an excellent deal for both us and, of course, for CAA-GBG. 

Asia is a priority for developing of the Peanuts brand, and directionally it’s a very, very 

significant deal for the Company. Again, for competitive reasons we can’t give the exact numbers. 

Doug? 

 

 

Doug Lamb 

So in terms of the question on the costs, the $11 million is sort of the synergy number we’ve 

announced previously, number one. And I think, Jeff, about probably if you assumed half of that is 

already reflected in the financials, you’d be in the right ballpark. 

Jeff Fan 

Great. Thank you. 

Doug Lamb 

And then just in terms of the GBG deal, the one thing I would caution you is it’s over an 

extended period, so it’ll ramp up over time. And also bear in mind that it is a Peanuts agreement, 

which obviously we have now a smaller percentage ownership in. So just want to remind you of that. 

Jeff Fan 

Thank you very much. 
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Operator 

Your next question comes from the line of Bentley Cross with TD Securities. Your line is open. 

Bentley Cross — TD Securities 

Good morning. 

Michael Donovan 

Good morning. 

Bentley Cross 

Maybe I can first ask just, I mean, obviously it’s an evolving market and it’s been pretty hard 

to call the shots lately, but just wondering if you’re willing to provide any sort of metrics for 2019 

outlook at this point? 

Doug Lamb 

Well, I think as you’re aware, Bentley, we’re not providing guidance. I think just this 

business—first of all, I’d say like the business is—because it’s lumpy and evolving, it’s really hard to 

look forward . But I would say that we’re seeing improving trends. Like we’re not seeing Q4 going 

forward. 

It continues to be a very robust market for content. There’s a lot of opportunity out there, 

and so we feel good about moving forward. But I think we’re not going to get back into the game of 

providing guidance. I think we’re focused on the long term and making good decisions to rebuild the 

business from a growth perspective going forward. 
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Bentley Cross 

Okay. I understand that. But maybe just following on from that, can you give any sort of 

update on some of the key properties that have previously been talked about where we are in the 

pipeline, i.e. Mega Man, Polly Pocket, Strawberry Shortcake, or anything else that you want to talk 

about? 

Michael Donovan 

Okay. Josh, do you mind to answer Bentley’s question? 

Josh Scherba 

Sure. So let’s talk about a couple of the properties. Strawberry Shortcake we’re really excited 

about where we’re at in the development phase of relaunching that property. We expect to have 

more news coming, but we’ve had great reactions from global clients on where we’ve gone creatively, 

and we’re in the midst of various partner discussions. 

I would say Mega Man launched in August on Cartoon Network in the US and is off to a 

positive start. It’s going to be rolling out in other markets internationally in the coming months, but 

that has some really positive indicators. 

Polly Pocket launched on Family Channel in July and has had an excellent start. It also 

recently launched in the UK and has had a positive start there as well. So we’re feeling good about 

Polly and we’re going to be—there’ll be more news about additional deals on Polly for other markets 

in the near future. 
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And then, of course, Peanuts. We continue to work closely with the Schulz family; very 

excited about the various streams of content that we’re working on with them in the development 

phase. And what I would say there, is that we have launched some short-form Snoopy content on 

WildBrain to help seed the market and make sure we’ve got content related to Peanuts in this ever-

increasing area of consumption for kids. 

And I would also say that our plans for Peanuts will mirror our overall content strategy, 

which is that dual approach of premium long-form content and short-form content for WildBrain. 

Bentley Cross 

Thank you, Josh. 

Operator 

Your next question comes from the line of Tim Casey with BMO. Your line is open. 

Tim Casey — BMO 

Thanks. Couple for me. I know you’re not giving guidance, but how confident are you that 

you can grow your EBITDA line and your free cash flow line in 2019? 

Doug Lamb 

Yeah. I would say we’re confident that after bearing in mind, Tim, first of all, you’ve got to 

adjust for the fact that we are losing some EBITDA as a result of the Sony sale. So if you start like on 

an apples-to-apples basis, I think we feel pretty good about where the business is at and the prospects 

ahead of us. 
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In addition to producing the cash flow, as you’re aware, we’ve now suspended the dividend, 

which provides additional free cash flow. So I think yeah, I mean the Company’s in good shape. I think 

the debt pay-down has strengthened the balance sheet, and we’re confident in the new content 

strategy that Josh and Michael have been talking about. That would be my sense. 

Tim Casey 

Second question. Can you give us an update on the outlook for the broadcasting operations? 

Because my understanding is some of the carriage deals are coming up soon. I don’t know if it’s in 

this calendar or if it’s later in Fiscal 2019, but what’s the outlook there in terms of how you expect 

those re-negotiated carriage deals to go? And any assessment you can provide us for any financial 

impact on those renegotiations? 

Doug Lamb 

The way I would think about that, Tim, is that we expect to—I would think of it in the context 

of steady EBITDA and cash flow coming out of that business. There is a big renewal coming up with 

Bell this year, but we’ve—and I think we’ve compensated for any risk attached with that through cost-

reduction plans that have already been implemented in the past fiscal year. 

So I suspect we’re confident you’ll see where we’ll be able to maintain the EBITDA in that 

business. 

Tim Casey 

Thank you. 
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Operator 

Your next question comes from the line of Drew McReynolds with RBC. Your line is open. 

Drew McReynolds — RBC 

Thanks very much. Michael, maybe one for you. Looking at kind of the strategy going 

forward you talk about targeting AVOD and the premium SVOD market; that’s a bifurcation of the 

market that you, I think, alluded to the last two to three years. So I just want to get your Monday 

morning quarterback view of what exactly happened in the last 12 to 18 months? Did that bifurcation 

happen faster than you expected? Was it an execution issue? Just wouldn’t mind getting that colour 

and context. 

Michael Donovan 

Yes. So thanks. Yes, we’ve been saying it probably for the last year-and-a-half to two years, 

but it took the process of the strategic review to really focus all the minds at DHX on to the task of 

changing the Titanic and sending us in a different direction, in which case the strategic review process 

has had a positive; inside problems they’re always opportunities. 

And so what we should have done so perhaps a year ago but we are doing so now and have 

been for the last two quarters, and increasingly over the next period you’ll see that bifurcation. I 

mean, for like 20 years the market was a fairly steady—the value of shows was $350,000 an episode, 

typically, maybe $450,000, and it was a fairly predictable and steady market. But streaming has 

changed everything, bifurcating it into premium and shorter form, lower cost. And we find that we 
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are positioned for both: Positioned for the shorter form by virtue of our leadership in WildBrain, but 

also positioned because of some of our leading brands, not the least of which are Peanuts and 

Strawberry for the premium content. 

So we just had to reimagine our processes from top to bottom on how to realize that 

opportunity, and perhaps, yes, we should have done so a year and a half ago; we are doing so now. 

 

Drew McReynolds 

Okay. That’s helpful. Maybe a quick follow-up just on WildBrain; continue to see good 

growth there. Can you just speak to what presumably is a quickly changing AVOD environment? Is 

this a property where the level of investment that’s required to keep that kind of growth going 

continues to just go up with time? And then can you also talk to the need to continue to tuck in other 

brands? And whether you have the capital to do that strategy as well? 

Michael Donovan 

So we believe, I mean, first of all that the AVOD market is growing across the board at about 

36% per year. And those are the figures put out by, amongst others, Google and YouTube. So if we 

did nothing we believe we would grow at that rate. That is the rate of the market that our brands 

would participate. 

And that’s because more and more people are finding the iPad and other portable devices 

the best way for families and children to engage with media. That’s the trend. And as habits build, the 



 

 34 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

 

 

FINAL TRANSCRIPT 

September 25, 2018 — 8:00 a.m. E.T. 
DHX Media Ltd. Fiscal 2018 Fourth Quarter and Full Year Webcast 

rate of growth is about 32%. So we think that base for the immediate future, the next three, four, five 

years. 

But we have been able to grow at a greater rate than that for a number of reasons. One is 

we’ve been bringing other content to our site. And we’ve been able to do that through the network 

effect, which is that as—because we’re the biggest, we can obtain the best results in a number of 

areas, including prices. And that attracts more, which allows us to be bigger, which allows us to 

achieve a number of goals, again, most important of which is pricing. So that’s why we’ve been 

growing at a greater rate than the market. 

We believe now we can add investment to that that we can—because we haven’t been 

materially investing; a little bit, but not a lot—by making it a priority that we can accelerate that 

growth and by focusing on areas, for example, e-commerce. And so that’s why that is a priority area 

for investing. We think we can grow it at a greater rate with investment. 

Drew McReynolds 

Thank you. 

Operator 

Your next question comes from the line of Eric Wold with B. Riley. Your line is open. 

Eric Wold — B. Riley 

Thank you, and good morning. One quick numbers questions and then a follow-up on 

WildBrain; and I apologize if it’s in the filing and just haven’t found it yet. But can you give us the pro 
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forma EBITDA for last year, assuming the Sony deal around Peanuts was in place for the full year? And 

then on WildBrain, I know that period to periods can be bumpy and it may not be a perfect 

relationship, but looking at last year, the minutes viewed well more than doubled, but revenues grew 

68%. Is there anything there around the composition of content that may have caused that 

relationship? 

And as you move towards more short-form programming, obviously that is a lower-cost 

programming than long form, is the content just as attractive to advertise around for brands and 

advertisers, more opportunities for ads per hour, given the short forms? Maybe some thoughts 

around how to think about the dynamics of WildBrain going forward? 

Doug Lamb 

Yeah. In terms of we don’t have—I don’t have the pro forma EBITDA, but I think if you think 

Peanuts is in the range of about $30 million in EBITDA. 

Eric Wold 

Okay. 

Josh Scherba 

And I can address the WildBrain question there before we move on. 

Michael Donovan 

Please. 
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Josh Scherba 

So it’s natural that ad inventory lags behind expansion and views and watch time. So you 

can look back to previous years and you would see this as well. But obviously we continue to grow in 

these areas, and we think there’s still plenty of room to continue to grow. 

As it relates to short-form content, I think certainly it’s the most popular form of content 

consumed on WildBrain, but I will say that there are a variety of lengths of content that work well. 

Producing short form, I would say that it’s not as simple as just throwing a two- or three-minute video 

up there and hoping. 

We use lots of channel optimization. We combine short-form content together into longer 

compilations that do allow for the most ad placement and fit consumption patterns on the network. 

So it’s a variety of techniques that we use, but as you alluded to, certainly lower cost on 

short form allows us to test lots of different types of content to really lean in on the things that are 

working. 

Eric Wold 

Thank you. 

Operator 

Your next question comes from the line of Edson Lai with GMP Securities. Your line is open. 
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Edson Lai — GMP Securities 

Good morning. Thanks for taking my questions. I was wondering if you can talk about live 

action and how you guys see the segment going forward after the strategic review? And is this 

something that you want to stay in? Thanks. 

Michael Donovan 

Josh? 

Josh Scherba 

Sure. So, yes, I mean we’re currently producing a live action comedy series for NBC Universal 

called Bajillionaires. We’re also producing a second season of Creeped Out, which is a co-production 

with the BBC. 

And as we talk about this bifurcated market and an opportunity on premium, we definitely 

see live action as a continued opportunity in that area particularly with the streaming services moving 

forward. So we’re going to stay active in developing live action properties, and for the foreseeable 

future we see it as an opportunity. 

Edson Lai 

Perfect. Thanks for the answer for that. I was wondering if you could circle back to 

Teletubbies then. Obviously that was a large investment in the past. What’s the prospect of improving 

returns on this going forward? 
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Michael Donovan 

I’ll answer first and then, Josh, if you could add, please. Yes. No, Teletubbies was a priority 

and continues to be a priority. Our launch was not as successful as we had hoped because it did not 

succeed in the United States sufficiently. And you either get on the shelves or you don’t. However, it 

continues to meet and exceed in the UK and in certain other territories. 

And we are in the process—and again as part of this process, reimagining that strategy … 

the strategy, I should say, around Teletubbies. And, well, there are further announcements in the next 

year or two around the relaunch. 

Josh, do you have anything to add? 

Josh Scherba 

Yeah. I mean, just a little bit of colour. I think that we all know Teletubbies reaches that kind 

of youngest end of preschool. And for many broadcasters who are looking to achieve the highest 

ratings they can in a competitive market, they’ve gone broader. So it’s been hard to get consistent 

scheduling on some of these networks, and I think that’s part of what happened in the US with 

Nickelodeon. 

And we’re seeing the consumption of this youngest end of preschool migrate quickly over 

to YouTube and YouTube Kids, in particular. And so as we have rights come back off of various 

broadcast deals internationally, we are going to focus our efforts on WildBrain with Teletubbies. And 

we think there’ll be potential to grow that audience in many markets. 
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Edson Lai 

Perfect. Thanks for that. I’ll pass the line. 

Operator 

Your next question comes from the line of Siddhant Dilawari with Cormark Securities. Your 

line is open. 

 

Siddhant Dilawari — Cormark Securities 

Hi. Good morning. So I just had a quick question on the cash flow statement. So if you look 

at the net investment in film and television programs, it’s quite variable as opposed to last year. So 

we had negative $57.2 million last year and positive $4.5 million this year. Is there any specific reason 

to that? And how should we be modelling this going forward? And then a quick follow-up on that 

would be looking at the distribution of non-controlling interest, we’re standing at $12.1 million as of 

this year. How should we be modelling this number going forward as well? That’s it for me. Thanks. 

Doug Lamb 

In terms of the investment in film, I think there was a significant investment in some of the 

Mattel properties that affected the prior year was a big factor I think. In terms of going forward how 

I’d think about it is a similar proprietary production slate in terms of volume to this year is what we’re 

expecting in the next year or so. And so I think you should see a relatively stable—like you shouldn’t 

see big swings in funding, so it should be more similar to this year. 
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And the second question,  was the non-controlling interest, right. 

 

Siddhant Dilawari 

Right. 

Doug Lamb 

So the non-controlling interest is primarily related to, although not—there are some 

WildBrain properties that we’ve acquired that have retained interests and have small—there are 

some of that amount is related to those, but the majority of it is related to Peanuts. And so that in 

the current year was related to the 20% ownership of the family, and that will increase significantly 

because Sony is now a partner in that business and with roughly 40%. 

Siddhant Dilawari 

Okay. Thank you. 

Doug Lamb 

So you see that increase significantly. 

Siddhant Dilawari 

Yeah. Thanks. 

Operator 

Your next question comes from the line of Bentley Cross with TD Securities. Your line is open. 
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Bentley Cross 

Just a quick follow-up for you, Doug. In years past we’ve gotten service gross margins. In 

looking through the release, unless I have missed it, it’s not in there this year. I was just wondering if 

you can give us a ballpark just to try to differentiate between kind of the core content business and 

the service? 

Doug Lamb 

I mean, I think historically it’s been in the range of 30% to 35%. We would still be … I would 

say probably 30% is a reasonable assumption. 

Bentley Cross 

Thank you. 

Operator 

Your next question comes from the line of Jeff Fan with Scotiabank. Your line is open. 

Jeff Fan 

Thanks. Just going back to the new deal that you signed on Peanuts, the agency deal, so 

looks like in the past you’ve given some geographic disclosure around Peanuts for Asia ex-Japan. And 

at the time that you made the acquisition I think it was around 11% of your revenue for Peanuts 

coming from Asia ex-Japan. Wondering if that’s still a good number to start off with if we base it on 

2017? 
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Second part is you said, Doug, I think that it’s going to take time to ramp up. Do you expect 

any contribution from this in 2019? 

And then finally just a bit of a numbers question. I apologize, but wonder if you can kind of 

help walk us through how you get to the 4.7 times pro forma leverage starting with the disclosure 

that you have on net debt and adjusted EBITDA on your financial statement? Just kind of walk us 

through how we get there because we’re just trying to look forward to see how this leverage is going 

to look in the next couple of quarters. 

Doug Lamb 

Okay. So on the first one, I think, yeah, in the range of 10% is probably a good starting point. 

In terms of contribution, we will see some contribution, but bearing in mind it’s got to filter through 

a cost structure in Peanuts which includes a sort of royalty payment off the top to the family, and 

then the ultimate EBITDA split between the three partners. So we will see a lift from that contract, 

but it’s not going to be—it’s like in the low-single millions kind of thing; you’re not talking about a 

massive increase in the first year. 

In terms of the covenants, the biggest difference is the investment in film amort. So I think 

if you start … I think if you add that back, which is disclosed, you can go into the notes and see how 

much that is. I can’t reconcile it on the phone here because there’s a whole bunch—I mean, if you go 

to the credit agreement, as there always is in these things, there’s a very long multipage definition of 

how we calculate EBITDA, and I think you see the differences there. 
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The reason we disclose the actual number is because you can’t calculate it from our financial 

statements. 

Jeff Fan 

And just to clarify, the denominator that you’re using to get to the 4.7, have you backed out 

the EBITDA that’s attributed to Sony? 

 

Doug Lamb 

Well, the short answer is yes. But the way it works practically, and I don’t want to go down 

the rabbit hole too far, but essentially Peanuts is now an unrestricted sub. And so all of it, all of the 

EBITDA comes out, and then we add back—our proportion of actual cash distributions goes back into 

the EBITDA for covenant purposes. That’s practically how it works. 

And it so happens that EBITDA—or the distributions in the last year have been somewhat 

higher than EBITDA, but going forward I think it’s going to be roughly similar. 

Jeff Fan 

Okay. And then the numerator you have taken into account the, I think, $160 million of 

proceeds USD on your net debt to get to that 4.7?— 
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Doug Lamb 

Right. 

Jeff Fan 

Okay. Great. That’s all. Thanks. 

Operator 

Your next question comes from the line of Tim Casey with BMO. Your line is open. 

Tim Casey 

Just a clarification, Doug. On that Peanuts number of roughly $30 million, that’s for all of 

Peanuts? And is that in US or Canadian? 

Doug Lamb 

That’s kind of the 80% that is in our statements in Canadian. 

Tim Casey 

Oh. So that’s a 2018 number, 80%? 

Doug Lamb 

Roughly. Like it’s roughly plus or minus. 

Tim Casey 

And are you confident you’ll grow that number in Fiscal ‘19? 
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Doug Lamb 

Well, net of. I mean, we’re starting with half of it, but because of the transaction, right? But 

yeah, that business is doing well. 

Tim Casey 

Okay. Thank you. 

Operator 

There are no further questions at this time. I would now like to turn the call back over to the 

DHX team for closing remarks. 

Nancy Chan-Palmateer 

Thank you for joining us today, and we look forward to speaking to you on the first quarter. 

Have a good day. 

Operator 

This concludes today’s conference call. Thank you for your participation. You may now 

disconnect. 

***** 
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