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The Wonderfilm Media Corp. (“Wonderfilm”, “company”) is a film
and TV production company that develop, packages and produces its
own pre-sold content for world-wide distributors, networks, studios
and streaming services. The company has offices in Vancouver, Los
Angeles and South Korea.
Management consists of established Hollywood producers who have
combined their strong profiles in the entertainment industry to
collaborate under the Wonderfilm umbrella. Among the team’s
notable film credits including “The Hurt Locker”, which won six
Academy awards and grossed US$49.20 million against a US$15
million budget.
The producing team retains strong relationships with A-list celebrities
and agencies, and works with actors such as Bruce Willis, Charlize
Theron, Anthony Hopkins and Sylvester Stallone.
The company currently have a US$90 million slate of movies greenlit for production in the next 12 months. Some of the films on the slate
star actors such as Nicolas Cage and John Travolta.
The CEO of the company has a track record of achieving 5% EBITDA
on total production budgets.
The company have entered into a Letter of Intent to undertake a $30
million transaction, diversifying revenue streams and boosting core
operations with sports personalities and social media influencers with
millions of followers. Included in the transaction are 25 film
production script packages that will add to the US$90 million slate.
We will be initiating coverage on the company in the coming weeks,
upon completion of our due diligence.

Key Financial Data (FYE - Jun 30)
(C$)
Cash
Working Capital
Assets
Total Debt
Revenues
Net Income
EPS (basic)
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Company
Overview

Wonderfilm, incorporated in 2014, is a film production company that develops, finances, and
produces its own TV and movie content for domestic and international distribution. The
company retains a network of distribution and sales relationships around the world to ensure
that the slate of film production under development is high demand content with A-list
Hollywood actors.

Source: Company

The company is led by a number of experienced producers with impressive films to reinforce
their credentials. The company’s leaders include:
Kirk Shaw – CEO/ Founder/ Producer
Mr. Shaw brings an impressive credit list of 230 movies and seven TV series to the company.
Mr. Shaw led Canada’s largest independent film and TV production company, “Insight Film
Studios”, achieving $100 million in sales and an 8% Earnings Before Interest, Taxes,
Depreciation and Amortization (“EBITDA”) margin for two consecutive years, the years
being 2007 and 2008.
Dan Grodnik – Founder/ Producer
Mr. Grodnik is the former chairman/ CEO of National Lampoon. He has produced over 50
feature films with stars such as Robert DeNiro, Keanu Reeves, Michael Caine, Katie Holmes
and Jason Biggs.
Jeff Bowler – Founder/ Producer
Mr. Bowler is a 2017 Emmy Award winning producer. He is also the Vice-President of
Acquisitions and Production for The Exchange, one of the top film sales and finance
companies in the world.
Bret Saxon – Founder / Producer
Mr. Saxon has generated M&A deals worth more than US$750 million, according to the
company. He has also created campaigns for products that have collectively grossed billions
of dollars globally. In the media space, he has financed and produced dozens of TV and film
projects.
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In addition to a management team with a strong track record, the company’s development
team is also preparing a significant number of movies and TV series to form its next
production slate, including a new TV series from the creator of “CSI: Crime Scene
Investigation”, called “Merchant of Death”. The series is to be distributed by Lionsgate and
is based off the best-selling book with the same title. “CSI” ran for 15 seasons on CBS (NYSE:
CBS) and is considered as one of the most iconic crime TV series to date.
Wonderfilm currently has approximately US$90 million of total film production budgets for
completion before the end of 2019, including:
➢ “Primal” starring Nicolas Cage, to be distributed by Lionsgate Entertainment Corp.
(NYSE: LGF).
➢ “Moose” starring John Travolta, to be distributed by Amazon Prime (NASDAQ:
AMZN) and AMBI Pictures.
➢ “Disturbing the Peace” starring Guy Pearce, to be distributed by Entertainment One
Ltd. (LSE: ETO).
The company’s film slate is shown below:
Wonderfilm Film Slate

Source: Company

Acquisition to
Diversify
Revenue
Streams and
Bolster Core
Operations

With strong management and an established relationship with some of Hollywood’s highest
grossing stars, the company have made moves to diversify their business and set up catalysts
for growth. The company announced on November 29, 2018, that they had entered into a
Letter of Intent (“LOI”) to acquire 100% of Starbury Media (“Starbury”) from Sun Seven
Stars Investments Group (“SSSI”), 34% of Grapevine Logic Inc. (“Grapevine”) and a slate of
over 25 movie production script packages from WOL Productions Inc. (“WOL”) in an arm’s
length transaction valued at $30 million.
Starbury is a sporting brand and media company founded by Dr. Bruno Wu and Stephon
Marbury, and provides the company with immediate access to a network of high profile
athletes and sports personalities. According to Wonderfilm, Stanbury’s network includes
athletes with the desire to capitalize on their success in sports to further develop their personal
brand through acting roles, branding services, merchandizing and events. This provides the
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company with a pool of well-known, and potentially high traction, personnel that can be
leveraged to increase the appeal and potential valuation of films produced by the company.
However, the true business of Starbury lies in innovative digital asset production and
distribution, which we will outline in our future initiating report. As past of the acquisition of
Starbury, the company will also acquire significant business relationships with Chinese
billionaire Dr. Bruno Wu and former NBA All-Star Stephon Marbury, with Mr. Marbury to
become Wonderfilm’s chairman upon completion of the transaction.
Mr. Marbury possesses an iconic track record as a basketball athlete, where he excelled in
both the U.S. and in China, and became the first foreign athlete in China to receive a green
card, as well as numerous other accolades. Dr. Wu is perhaps the most significant aspect of
the acquisition – the billionaire founder of SSSI (annual sales of US$10 billion), former
chairman and co-CEO of Ideanomics Inc. (NASDAQ: IDEX), and current vice-chairman of
the National Committee for China-U.S. relations. Dr. Wu possesses significant growth assets
globally and has identified Wonderfilm as the production company that is most suited to bring
global distribution to his Chinese media projects. With Mr. Wu aiding the company, we
believe that Wonderfilm gains significant access to the Chinese Box Office, which has
eclipsed the U.S. Box Office recently as the world's largest Box Office by sales. This is
summarized in the chart below:
China Versus U.S. Box Office Sales

Source: Chinafile.com

Given the outsized growth that the Chinese Box Office is expected to exhibit, especially versus
a low-growth U.S. Box Office, the entrance into the Chinese film market via the connection
with Dr. Wu could provide Wonderfilm with a substantial growth catalyst.
Grapevine is the world’s leading end-to-end social media influencer marketing platform,
leveraging access to over 170,000 social media influencers to help marketers reach consumers
and expand their audience beyond traditional marketing methods. Social media influencers,
or individuals with large followings on social media, are able to provide sponsors with
increased exposure due to their unique level of popularity and trust with their following.
According to the company, Grapevine provides access to over 3.2 billion social media
followers across the globe, granting substantial exposure to marketers interested in the
Grapevine platform. Marketers are able to reach out to these influencers through the
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Grapevine platform and collaborate in developing a sponsored message promoting the
marketer’s products to the influencer’s audience, using the influencer and their social media
posts as the medium. The acquisition of a large ownership interest in Grapevine by
Wonderfilm provides Wonderfilm with the production outlet necessary to bring their 4,700
corporate brands into broader media channels, while the company receives direct advertising,
marketing, analytics and expanded distribution channels for their own original film content.
The movie production script packages acquired by the company from WOL, which includes
both English and Chinese language films, are also valuable assets as some of these packages
are already fully packaged deals. This means that the company are able to immediately presell these packages to film distributors, turning a portion of the acquired packages into revenue
streams in a fairly immediate fashion. One of the included production packages is “Ana”, stars
internationally-recognized Gong Li with Martin Campbell (best known for directing Bond
Movies Golden Eye and Casino Royale) attached as the intended director. In addition to
representing near-term revenue sources, the slate of production packages also gives the
company ammunition with which to break into the Chinese film production space, the growth
of which we highlighted earlier.
The $30 million acquisition price will be paid via the issue of 30 million common shares of
the company at $1 per share. As part of the agreement, a non-brokered private placement for
$2 million in proceeds will be completed, with unit prices to be determined by market prices
at the time of the placement. Units will contain a common share of the company and a warrant
exercisable at a 25% premium to the unit’s issue price. In addition, the vendors of Starbury
will retain a royalty of 50% of the audited EBITDA directly generated by Starbury. The
company will have the option to acquire this royalty, subject to the company having $30
million in cumulative audited EBITDA by December 31, 2021, prior to accounting for the
vendor’s royalty.
Though we are unsure of the potential revenues from this deal, we believe that the
primary business of Wonderfilm, which is currently film production, may change
fundamentally to reflect the business of Starbury. This is based on the importance of the
acquired business relationships with Mr. Marbury and Dr. Wu, who are likely to be key
components of Wonderfilm’s forward growth. Until we complete our due diligence, we
will be unable to provide a preliminary value on the Starbury and Grapevine businesses,
nor provide initial revenue forecasts.
In addition to the transformative acquisition LOI outlined above, the company also announced
on November 19, 2018 the acquisition of Agatha Media Corp. (“Agatha”), a private arm’s
length company with exclusive rights to participate and receive net proceeds from advertising
video on demand (“AVOD”) themed movie channels (“Movie channel”) which are distributed
directly to 50 million U.S. homes. The Movie Channels are distributed via a leading,
undisclosed internet retailer. The acquisition allows the company to expand future revenue
streams to include content creation on the Movie Channel, providing an expanded audience
for the company’s film projects.
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This is another significant acquisition for the company, vertically integrating their core
operations to further improve the selling power of the film projects under development. Apart
from vertical integration, the acquisition also grants substantial growth prospects to the
company, as management disclosed in the press release that the Movie Channel in question is
expected to reach 50 million households in the U.S. by mid-2019 upon launch and anticipated
to double to reach 100 million households in the U.S. by the end of the first year of
broadcasting. Agatha was acquired for a total of 6 million common shares at $0.60 per share,
for total consideration of $3.60 million. The name of the undisclosed retailer distributing the
Movie Channel is expected to be released in upon launch of the Movie Channel. At current,
we cannot forecast revenues from this deal as it is unclear what sort of revenue share Agatha
has rights to with the distributing party. However, we would like to highlight to investors
that the opening of this vertical is substantial for Wonderfilm as it increases the potential
sales of the company’s film production projects, whilst also opening up another revenue
stream.
Valuation

With regards to initial valuation and financial performance, as a film production company,
Wonderfilm’s core revenue stream is from the pre-selling of film production packages and
subsequent royalties on box office performance and digital sales. When film production
companies market their projects to distributors in the pre-selling process, production is often
at the early stage. As a result, the criterion for pricing the film production package is often
reliant on the starring celebrities, the track record of the producers behind the project, and the
genre of film. Based on the company’s established relationships with A-list celebrities
and strong track record, we believe that the company are likely to exhibit success in
securing premium pricing on film production package pre-sales. As mentioned before, the
company currently have US$90 million in total production budgets for 17 films. This,
however, does not include the 25 production packages acquired from WOL in the November
transaction. Furthermore, in a recent letter to shareholders, the company also updated the
market with news that the first season of the “Merchant of Death” series has been estimated
at US$40 million and is anticipated to be delivered for broadcast in 2020.
In the same shareholder letter, the company outlined that CEO Mr. Shaw had a track record
of achieving 5% EBITDA on total production budgets. Based on the current total production
budget (US$90 million, converted at a USD/CAD spot rate of $1.35) and a range of EBITDA
multipliers and EBITDA margins, the following table outlines potential valuations of the
company. Note however, that this is based on current total shares outstanding, prior to the
completion of the major transaction outlined further above. Furthermore, as earlier noted,
the acquisition of Starbury and Grapevine may fundamentally change the core business
of the company, and as a result the valuation below may not accurately reflect the
company as a whole, post-transaction. Instead it serves as a preliminary valuation of what
the company has publicly disclosed to the market.

© 2018 Fundamental Research Corp.

“15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”

www.researchfrc.com

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

Page 7

EBITDA
Margin

1.00%
2.50%
5.00%
7.50%
10.00%

$
$
$
$
$

2
0.07
0.19
0.37
0.56
0.74

$
$
$
$
$

4
0.15
0.37
0.74
1.11
1.49

Multiplier
6
$
0.22
$
0.56
$
1.11
$
1.67
$
2.23

$
$
$
$
$

8
0.30
0.74
1.49
2.23
2.97

$
$
$
$
$

10
0.37
0.93
1.86
2.79
3.72

Source: FRC

Based on the track record of Wonderfilm’s management, strong relationships with
Hollywood A-listers and film distributors, and the existence of growth catalysts, we
believe that Wonderfilm may provide investors with a robust growth story. We will be
initiating coverage on Wonderfilm in the new year.
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Fundamental Research Corp. Equity Rating Scale:
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk
Hold – Annual expected rate of return is between 5% and 12%
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.
Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash flows
(though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and coverage
ratios are sufficient.
4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a turnaround
situation. These companies should be considered speculative.
5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products. Products
may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding. These stocks
are considered highly speculative.
Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual results will likely vary. The Analyst and FRC do not own shares of the subject company. Fees were paid
by WNDR to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure indep endence including setting fees in
advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct. Additionally, analysts may not trade in any
security under coverage. Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are protected contractually.
To further ensure independence, WNDR has agreed to a minimum coverage term including an initial report and three updates. Coverage cannot be unilaterally terminated.
Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access users through
various other channels for a limited time.
The distribution of FRC’s ratings are as follows: BUY (73%), HOLD (7%), SELL / SUSPEND (20%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options.
This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are not
limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services;
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in the
Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making these
forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes
after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates
because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE
CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR
PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a complete
description of the company, industry, securities or developments referred to in the material. Any forecasts contained in thi s report were independently prepared unless
otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon
request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including
citing Fundamental Research Corp and/or the analyst, when quoting information from this report.
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction
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