MEDIA BEAT

An occasional column on significant
developments in the media world
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INDIAN MEDIA IN
DEEP FLUX

Consolidation of Indian media
inevitable- will it lead to cartelisation
IS a potent worry.

A. SONY AND ZEE MERGER DEAD
IN THE WATER

¢ TheNational Company Law Tribunal approved the
merger of Zee Entertainment into Culver Max
Pictures(Sony Entertainment) on October 3, 2023,

without any
preconditions, after
overruling stiff

opposition from
creditors of the
founder Essel
Group.

& Thecreditors, IDBI
Bank, AxisFinance,
and IDBI
Trusteeship, filed
appeals against the
NCLT's merger approval to Sony/ Zee in the
National Company Appellate Tribunal (NCLAT).
The appeals were consolidated and transferred to
the Chairperson's Bench in October 2023. The
appeal wasto be heard on 22.01.2024, but no fresh
dateisavailable.

& Typically, the final steps to consummate an
approved company merger take 6-8 weeks. The
delay in this case led to speculation on the
compelling reasons that forced Sony to withdraw
from a transformative merger with an estimated
$10 billion valuation.

¢ But calling off the merger on January 22, 2024,
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Sony said, “The merger did not close by the end
date as, among other things, the closing conditions
were not satisfied by then.”

Zee stated that "all efforts and steps wer e taken by
ZEEL [Zeg] in line with the Merger Cooperation
Agreement, approved by its shareholders and all
regulatory authorities".

A significant point of contention that led to the
termination was that ZEEL had proposed (and
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Sony had agreed initially) that
itsMD/CEO, Mr Punit Goenka,
take the helm of the merged
company for thefirst five years
of the newly merged venture.
This, too, even though the
founder family has just a 4%
stakeinZEEL.

Sony started to express concerns
over Mr. Goenka's leadership
due to an investigation by the
Securitiesand ExchangeBoard of I ndia (SEBI) into
alleged fund diversionsat ZEEL . Even though M r
Puneet Goenkawasallowed to carry on as CEO/
MD by the Securities Appellate Tribunal, Sony
wanted him to step aside till investigations were
complete, whichled toirreversiblefriction.

Sony initiated arbitration proceedings at the
Singapore International Arbitration Centre
(SIAC), claiming damages of USD 90 million from
ZEEL for allegedly breaching the terms of the
M erger Agreement.

ZEEL filed apetition with the National Company
Law Tribunal (NCLT) seeking to “enforce the
merger” and contested Sony's claimsin the SIAC
arbitration. NCLT issued notice and will hear
arguments on March 12, 2024.

Meanwhile, the SIAC refused to restrain Zee from
pursuing its remedies in NCLT. The arbitration
proceedingsat SIAC will proceed asplanned in the
ordinary course. Both legal proceedings, the NCLT
case and the SIAC arbitration, are ongoing and
independent of each other.

Mr Puneet Goenka, MD/CEO of Zee
Entertainment Limited (ZEEL), while speakingin
the investor call on the release of Quarter 3 for
December 31, 2023, results, said on February
13, 2024:
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| certainly wanted the merger to be implemented.
In line with this aspiration, we even took several
steps towards divestment or closure of profitable
businesses in the domestic and international
markets. | offered several proposalsand solutions
to Sony to address their demands, but
unfortunately, they were not accepted.

Mr Hiroki Totoki, President CFO of Sony Japan,
in an earnings call on February 14, 2024, said:
"India, on a long-term basis, has a great growth
potential. Itisavery appealing market. Therefore,
we will try to seek various opportunities.

Meanwhile, Mr Puneet Goenka is focusing on
repositioning ZEEL into amore profitable
venture. Inthe earningscall, Mr Goenka
unveiled a three-point strategic plan to
revive ZEEL, stating: The first is
frugality. The second is optimisation.
Third, but most important, is a sharp
focus on quality content.

ZEEL is well-equipped for the future,
with immense capabilitiesto identify and
capture emerging opportunities in an evolving
landscape. We are agile, with a strong
entrepreneurial spirit, making us the best across
theindustry.”

COMMENT
CORPORATE GOVERNANCE OVERHANG

2

*

On the corporate governance level, ZEEL
management has a giant overhang. SEBI has
reportedly expanded its investigations. Fresh
charges of accounting loopholes of Rs. 2000 crores
were allegedly discovered by SEBI, which ZEEL
denied as* rubbish. “

At the end of February 2024, media reports of the
Ministry of Corporate Affairs were coordinating
with SEBI to “ verify charges of company law
violations and lapses of corporate governance.”

In a statement issued on February 24, 2024, ZEEL
claimed that “ these reports indicate the vested
interests of a third party.” Sgnificantly, ZEEL did
not identify the third party.

It further asserted that it has “ maintained utmost
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standards of corporate governance and is guided
by an experienced board (of directors).”

¢ To fight the constant negative news flow, ZEEL has
announced the formation of an “independent
advisory committee” headed by a retired High
Court Judge to “ curb erosion of investor wealth.”

¢ An appeal by Mr Subhash Chandra, Chairman
Emeritus, filed in SecuritiesAppellate Tribunal in
Appeal No 132/24 against the SEBI investigation
into fund diversion and accounting irregularities
was heard on February 26, 2024, wherein SEBI
counsel accused him of not cooperating with the
ongoing probe and levied serious oral allegations
to the effect that he was “ dodging summons’ and
the ongoing enquiry which Mr Chandra’s counsel
naturally denied. SEBI has been given ten days to
file a written reply. The next date of the hearing is
March 8, 2024.

MUTUALLY BENEFICIAL MERGER DERAILED

& Apart from the Corporate Governance issues
dogging ZEEL, Sony has limited reach compared
to Zee and Disney Star: Sony's television network
is smaller than its competitors,
potentially limiting its audience reach.
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However, it enjoysa strong brand image
associated with quality and
innovation, attracting premium
customers.

& |t has strategic partnerships with
international studios and production
houses, providing access to diverse
content. Snce Sony relies heavily on
acquiring content from other studios,
itislessflexible in catering to specific
audience preferences.

¢ On February 26 2024, Sony denied it was in talks
to acquire a South Indian regional OTT platform
named Aha.

& Thisiswhere the Zee merger would have helped it
cope with the powerful new partnership between
Reliance Jio and Disney Sar. Zee has a vast network
of channels catering to diverse regional and genre-
specific audiences, |eading to broader reach. It also
has a well-established presence in local content
creation, allowing it to cater to specific cultural
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preferences and build stronger connections with
its audience.

WHY DID SONY DEVELOP COLD FEET?

2

There is speculation whether Sony developed cold
feet with the challenges of the fast-developing
Reliance Jio/ Disney Star merger;

The ever-changing media scenario wherein legacy
TV is faltering but streaming is struggling to be
profitable;

ZEEL s poor operational and financial performance
(as evidenced in the Quarter 3 financial results for
December 31, 2023);

Or whether there were other unspecified “ closure
obligations’ that ZEEL allegedly failed to fulfil.

While legal and regulatory battles will continue,
the grand merger has spectacularly fizzled out,
bringing much joy and heft to the looming Reliance
Jio-Disney Star merger.

This writer can only speculate whether the “ can
do” entrepreneurial risk-taking style of
management of the Essel Goenka group clashed
with the rule-bound Japanese management style of
the Sony Group.

Only time will tell whether this was a case of
clashing egos or was doomed to fail.

DISNEY STAR JIO MERGER
CAN CARTELISE INDIAN
MEDIA

The projected Reliance-Disney Star Star merger
is poised to shake up

and remodel the

Indian entertainment

landscape in 2024. As

per media reports on LA 4
February 26, 2024, d

Reliance Jio Rellance
Industries Limited
(RIL) and Walt
Disney Star Co. have

Industries Limited
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signed a binding pact to merge their media
operationsin India.

Reliance Jio will have a61% stake, and Disney
Star will own about 33% of the merged entity. Mr
James M urdoch and Mr Uday Shankar’sBodhi
Tree Systemswill hold 6% . The former CEO/MD
of Sar India, Mr Uday Shankar, will logically head
the new entity.

Asper mediareports, Reliancewill hold amajority
stake of over 54 %, Disney about 37 %, and
Bodhi Treethebalance of 9 % . MrsNitaAmbani
of Reliance will be the Chairman, and Mr Uday
Shankar of Bodhi Treewill bethe Vice Chairman.
For Mr Uday Shankar, thisisatriumphant return
to active media management after he left Disney
Star in December 2020. Disney hasinformed the
Securities Exchange Commission USA of a non-
cash impairment

charge between $

1.8 billion and $ "”\J
2.4billion. A () 4
The new entity will Rehance

Industries Limited

have Viacom 18's
38 TV channelsin
eight languages:
Jio Cinema OTT
and Viacom 18
studios. Disney
will provide 70 TV
channels, Disney+
Hotstar, and afilm
studio.

The combined entity is anticipated to be valued at
as much as $10-11 billion. Disney Star’s India
assets are reportedly valued at around 4 to $4.5
billion, much less than the $10 billion previously
projected by Disney Star.

Reliance Jio and Disney Star Star arelooking to
invest over $1.5 billion into the deal, under which
Ambani'sfirmwill gain distribution control of Star
India’'schannels.

The combined entity will immensely benefit from
Disney Star'ssubstantial library of branded global
content like Disney Star Classics; Pixar; Marvel;
Star Wars, National Geographic; The M uppets;
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Indiana Jones, and Disney Star Originals and
Reliance's massive distribution reach in the Indian
market through legacy distribution through
ownership of Hathway and Den and Jio mobile.

Reliance Jio Industriesisalso in talksto acquire
a29.8% stakein Tata Play, a subscription-based
satellite TV and video streaming service, from Walt
Disney Sar. Tata Sonsjointly ownsTata Play with
a majority stake of 50.2 %, and Temasek holds
the balance

This move is part
of RIL’s broader
strategy to deepen
its presence in v
India’'s television R

distribution sector. ellance
By acquiring this Industries Limited
stake, Reliance Jio

aims to expand its

footprint in the television industry and potentially
enhance its streaming platform,

One key factor which has|ed to the world’s biggest
media behemoth, Disney Star, approaching
Reliance Jio for amerger has been the failure of
Disney Star Star Indiato obtain the | PL cricket
rights for the current period.

In 2023, Walt Disney reported
that the subscriber base for
Disney+Hotstar shrank by 24%
from 52.9 million to 40.4 million.
Disney+ Hotstar had 61.3 million
subscribers on September 30,
2022 but lost more than 20
million—or 34.18% of
subscribers—since then.
Recently, it has regained some
new subscribers, but the loss of
cricket rights has hurt
Disney+Hotstar tremendously.

Both Reliance Jio and Disney Star Star India
currently hold significant telecast and digital
rightsfor major cricket tournaments. Together, they
control cricket rights worth nearly Rs.55,000
croresfor thenext 4-tofiveyears. Theseinclude
thelndian Premier League (IPL), International
Cricket Council (ICC) rights for men’s and
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women’s global events, and India's bilateral
matches across formats.

When Reliance Jio takes over the Star India
business, it will have amonopoly
with 80-90% rightsto cricketing
events. The merger will reshape
the way cricket content is
distributed and consumed,
leading to higher advertisement
revenue being charged from
advertisers as a near monopoly
will come into existence.

Together, they would create a

formidable force in the digital entertainment
|andscape, challenging global players and shaping
the industry’s future.

COMMENT
BENEFITSOF MERGER

2

While Reliance Jio will be the controlling party in
the merger, Disney Sar will benefit significantly
through the deal . Disney Sar can leverage Jio'slocal
expertise to tailor its content for the Indian market.
Customised content, language options, and regional
adaptations will enhance Disney Sar’s appeal to
Indian viewers. Jio'sdeep penetrationin India could
significantly expand Disney Star's reach in the
crucial Indian market, especially in Tier 2 and 3
cities.

Partnering with a globally recognised brand like
Disney Star will enhance Reliance Jio's prestige and
visibility, potentially opening up new markets and
customer segments.

Disney Star's experience in streaming
technologies and digital content distribution
could provide Reliance Jio with advanced
capabilities, enhancing user experience and
service delivery on its platforms.

Combining Reliance Jio's vast user data and Disney
Sar's content creation expertise could enable more
targeted and personalised offerings for subscribers
as the world moves to marry generative Al with
traditional creative content and virtual reality
becomes more popular.
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¢ However, the merger might impact subscription
pricing. A dominant player could potentially raise
subscription fees. TRAI would need to be more
proactive to avoid predatory pricing.

& Advertisements could become more expensive due
to increased reach and control over content.

¢ \iewersmay haveto face a trade-off between quality
content and affordability.

CARTELISATION FEARS

¢ A looming fear in independent analysts is the
possible cartelisation of the vibrant Indian media
scenario by this merger. The combined entity will
dominate the Indian media and entertainment
industry, potentially creating competition
challengesthat should typically attract the attention
of the Competition Commission of India, TRAI, and
MIB.

& Pankaj Krishna, CEO of ChromeDataAnalyticsand
Media, isquoted asfearing “ Thismove
could raise concerns about the
consolidation of content and
distribution power, potentially leading

CHROME

& EAI%, [AaF 3 FEEar g7 FEUR 97 ST U Akl
0% g9 [arsl qaad w9 7 7@wEdr ok agl
qaar & |7 g e & aa & fw 7ig @
3fe AlHT & BT E5TH 2 |

o AW 97 BT S [EAT a8 & B [GET Hw
TET & AHT 8 |

o @ F YUETYE A R AHE & drd e
fer?rer @7 AT BT 9 HdT 2

et #1 ST

& T faay@E 7 U% =7 98 & [ 39 fAmg 7 dEad
YR Hif33T GRE9T 7 T4 Jedat & Al & | 7gaT
SIS YT HIf=AT ST 777 S8R 97 Z6r & S
forar Fvraa &9 7 gfaegEicis gHifaan e &r, o
97 AR 97 AT GicrTEr ST, 218 37 THaEar
@1 1 AT &7 ey |

& B 32T TEIcIeFT ST Hifsar & @igsn Y&
N F T8 F2T §Y 357 [Har T B % 98 #eW
et S ReRer gifed & Q@iaoT & aR) F

fiard qgT a@ar &, A gHifad &9 §

arit g@iaR % 9RgsT &t ST @

AT GHaT 8139 TE & "geAmT Hifsar

ST 7T SEt T 7 fsyer gfoegerf

towards a scenario of content
monopoly. Such developments
highlight the need for careful
monitoring and regulatory oversight to ensurefair
competition and consumer choicein the mediaand
entertainment industry.”

& Karan Taurani of Elara Capital disagrees: “ We
are moving into a scenario where

CHROME DATA ANALYTICS & MEDIA

it guwiFT @t vHe ghHfead &H &

forg arEgTIgE®s AT SR s
frteror & smasamar 9T 9#9T S &1

& TART PMNeT & FO AR ST7EAT 2589 T QF
9Rgeq 7 Srt g @ & T faver &1 qEEar
Reraa @ v&1 § &, % B W 3% 99 @

%7 8, 3 g BR W 3% Y19 arw

the distribution clout will favour . o =
Reliance- at one end, they have E al‘aCa e |tal grsds &fit Tav Brgay & 15 famm

smartphones, and at another end,

they have wire broadband and air

fibre. They have a small or big presencein these
distribution spaces; that ishow they want to scale
up. IPL, they have premium content, and Jio is
the platform.

Eventually, they need to explore the suite of Tata
Play as an aggregator; they have MSOs and their
Telecom. No part of the distribution ecosystemis
untouched, and that’'s how Reliance Jio istrying
to make inroadsin each of these segments.”

¢ Vivek Gupta, MD- Resear ch at | psos|ndia, says

®El & Sa 8IdT ar a2t SuRdfT g,

g W& d AT g qIEd & | T
% g fifae it & oI forar wiewrd &1
HREHR 3¢ T TIFIR & &Y 7 2T @ 2
g3 T U1 @I F AT 8, I 9 GICHSHT
It 3@ et & | faver sikRafast ax &r
#ig ot fwar sgar & & ot gt avE @
Rergg ot 377 @ 9% a3 7§ ¥ g7 @t
HIITST BT TET B/

o 3w Hifsar & E-Rad @ e @1 wE
g fa #ifear ofit Fae &7 § Reraa ss&isr
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The manoeuvres undertaken by Reliance Jio
Industriesin the media and entertainment sector
signal a strategic and calculated effort
to consolidate influence. The aim to
retain a majority shareholding in the
merged entity raises red flags regarding
content diversity, competition, and
consumer choice. A dominant player with
extensive control over various channels

BT @4 Yanht 9919 1 799 & & g
qF THIfO® ST TS 9ATT BT add
&dt 2 e &t T s ¥ SgaEe feREr
g9 TG #T 329d It fafrerar, gforegef
ST SNl Bt 995 ® 99 A @er #S
georar & Iff=r ael oI wiewidl 9 ANs
faor arer g% 99T Rearst #ar &t e

and platforms may shape the narrative & gl & SR adfal @ forg fmedt @ i
and limit alternatives for the audience. ‘ & q&ar &/

& The Competition Commission of & urdE afaEgef SErT % o s
India has powers of suo moto HRIG9TE AT % AT F W8 A1 Bl Jiarar
investigation through its Director C). & | Hif2ar & et § UAr B B9 & fBar T
Gene_ral Investlga_tlon. Thlshasbegn ‘ T afeT a FE Q??T§317 Tz Froger
doneinfrequently in the case of media . . ~ ..
but did happen in other industries. Competition Commission of India GEITSAT ST AT AT T 1 A7
It is the guardian of fair practices gl

and equitable business practices. & 2009 7 ZIF 7 BywifRar @1 o f ‘@iReied v
¢ In2009, TRAI had recommended that “ after working giéama gaitatr # g srasas gan ggral
out the required safeguards for W@ HMH B B g6, HfSAr wHrTAr ST
horizontal and vertical integration, . qEEqul Hfear sfw & FEfo &
# forg #Hifsar @7 & forg Rrera st

©
the merger and acquisition
guidelines for the media sector Dot

should be issued to avoid media TRAL 2 GTf@ITIé'?T feemiferd’sr srdt et st

A Tetecom Reguistory Autharity of India IRy |

significant media power.” I o TUEA B 5 wEEe aran gt &
& The MIB is likely to let market forces play their AT Y@ [y G |

role. o 39 aGF B FET g @ kg B awalE
& Thiswriter does not expect any real regulatory frara gﬁa‘f @l I7fic 78 & | erenife, Remaaq

challenges to the impending merger. However, Rrat st Rt =@ # fore g8 gazert & i

it would be prudent for Reliance Jio and Disney e A :

Star to approach CCI for formal approval, as ?@' E};ﬂﬁ o5 G;quj :}mﬁ wfefiaiTs #aHquf

Zee and Sony did. Will they do so? Only time £ oar 7 3 gar

will tell. m 1 7%ad g9q gaEm? .
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