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The Zee-Invesco legal battle is a 
distraction 
What should matter to investors is the future of Zee Entertainment 

Enterprises Limited, with or without Punit Goenka, with or without Sony, 

or in combination with another suitor or even as an independent 

company. This legal battle between Zee and Invesco is a distraction.  
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The investors of ZEE Entertainment Enterprises Limited (ZEE) must be good chess 

players if they are to read the current situation and call out the winner. If one is to 

translate the positive stock momentum on the day ZEE announced that Invesco 

Developing Markets Fund and OFI Global China Fund LLC (together referred to as 

Invesco) sent a requisition notice for the EGM removing Punit Goenka, Manish 

Chokhani and Ashok Kurien, it will appear that ZEE’s investors seem to have 

accepted that Punit Goenka needs to go. But if one reads the tea leaves after the 

merger announcement with Sony Pictures Networks India Private Limited (Sony 

India), it will appear that he has atoned, and investors will be happy to have him stay.  

Before the shareholder-requisitioned EGM could be held, ZEE announced that it had 

signed a non-binding term sheet with Sony India, for a possible merger. The terms of 

the merger include Punit Goenka staying Managing Director for another five years, 

enables ZEE’s current promoters not to be diluted through the grant of equity as non-

compete fees, and allows them to increase their equity to 20% (from less than 5% 

currently) over time, as all other shareholders get diluted. 

https://www.bseindia.com/xml-data/corpfiling/AttachHis/877be9b5-8812-4be6-9239-e7193c7c75f2.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachHis/877be9b5-8812-4be6-9239-e7193c7c75f2.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachHis/57552333-a7a4-4dd3-a96e-77a04f827c37.pdf
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ZEE has responded well to Invesco’s opening play.  Knowing that asset managers 

will not let go gains that have accrued to them, this deal is tempting to them despite 

the somewhat unequal price. Investors are being effectively asked to make a choice: 

they can either choose the deal, warts and all, or remove Punit Goenka and an 

uncertain future. Even so, there are some obvious possible potential constructs for 

Zee with or without Punit Goenka:  as a part of Sony or some another conglomerate 

or even as a standalone entity and these.  

Pushing for change and the revised terms of the deal may not work for Sony India, 

and it may walk away from the merger. But look at it differently. In doing this deal, 

Sony is taking out a competitor and buying market share. Given that Sony has been 

in this business for a while, one can safely assume it either has sufficient talent 

within its ranks to run a media business twice its current size in India and if not, deep 

pockets to buy it. But first investors must know whether Sony will be willing to lose 

the opportunity to expand its reach for the continuity of an individual or if they are 

open to making a sacrifice. For this, someone must bell the cat.  

Investors should also be asking – is it an opportunity loss? ZEE is a strong franchise 

with profitable operations seemingly weighed down by its governance. Remove this 

overhang, and the company should create stakeholder wealth even without the 

merger. But it will take a year or two to assimilate and get the business running to 

different levels: not all investors will have the patience for that. 

Another question is, are there other suitors for ZEE that will be more open to a deal 

with or without the current leadership? In an interview with Bloomberg, the 

Chairperson of ZEE’s board categorically stated that the Sony India merger deal is 

the only deal on the table and (therefore?) the best deal for ZEE’s investors at this 

point in time. The due diligence process has begun, but the board has not had a 

conversation with Sony on the legal battle with Invesco. He also indicated that Zee’ 

board would look at other offers (if these are available) to maximize value; 

essentially, the board is open to shopping for a better deal. Were it not for the non-

binding nature of the current announcement, investors, including Invesco, know that 

having a bird in hand is worth two in the bush.  

While Invesco has briefly mentioned that it is not averse to the Zee-Sony merger, it 

needs to communicate more with ZEE’s stakeholders on this. As a sophisticated 

investor, Invesco knows what clarity it seeks while voting on resolutions and there is 

every reason to believe it will provide the same. It is also safe to assume that 

Invesco will engage with the other shareholders - if not the broader market - on how 

it proposes to approach the issues of the board compositions, the Sony-Zee merger, 

and the glide path ahead. And it must. But it has the luxury of time – first it must 

navigate the legal battle with Zee. Only when the meetings are called will it be time 

to communicate.  

https://www.bloombergquint.com/in-the-news/zee-s-gopalan-on-proposed-sony-merger-deal
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For the ZEE board, the clock is ticking.  For one, it needs to focus on ensuring that 

the operations are not impacted, and the franchise holds. If the board is confident in 

Punit Goenka’s leadership, as it has already indicated, it should hold the EGM and 

put the resolution to vote. After this it will need to get its merger with Sony approved. 

As Invesco’s request for a meeting hang on balance, the deal itself may not close on 

time if the request for the EGM is not addressed first. This delay cannot be in the 

company’s interest. Therefore, it is imperative for ZEE’s board to engage with its 

investors to address their concerns and try find a way out.  

The legal battle between Zee and Invesco is likely to be protracted. The losing side 

of the NCLT and Bombay High Court judgements will appeal, until the debate 

reaches the Supreme Court of India. But the courts are a mere distraction: although 

they will push-back the shareholder meeting to some date in the future, investors will 

do well to remember that it is their vote alone will decide the future of Zee – not 

NCLT, not NCLAT, not the High Courts, and not even the Supreme Court. 



 
Institutional  

EYE 
 

7 October 2021 iiasadvisory.com 4 

 

Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it is 
accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for any loss 
or damage that may arise to any person from any inadvertent error in the information contained in this report. 
This document is provided for assistance only and is not intended to be and must not be taken as the basis for 
any voting or investment decision or construed as legal opinion/advice. The user assumes the entire risk of any 
use made of this information. Each recipient of this document should make such investigation as it deems 
necessary to arrive at an independent evaluation of the individual resolutions referred to in this document 
(including the merits and risks involved). The discussions or views expressed may not be suitable for all 
investors. The information given in this document is as of the date of this report and there can be no assurance 
that future results or events will be consistent with this information. This information is subject to change without 
any prior notice. IiAS reserves the right to make modifications and alterations to this statement as may be 
required from time to time. However, IiAS is under no obligation to update or keep the information current. 
Nevertheless, IiAS would be happy to provide any information in response to specific queries. No copyright 
infringement is intended in the preparation of this document. Neither IiAS nor any of its affiliates, group 
companies, directors, employees, agents or representatives shall be liable to any person for any damages 
whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in 
connection with the use of this information. The disclosures of interest statements incorporated in this document 
are provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information 
should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or 
published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or 
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which 
would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this 
document in certain jurisdictions may be restricted by law, and persons in whose possession this document 
comes, should inform themselves about and observe, any such restrictions. The information provided in these 
reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or for 
any purpose whatsoever by any party without the express written permission of IiAS. 
 
Analyst Certification 
The research analyst(s) responsible for this report certify/ies that no part of his/her/their compensation was, is or 
will be, directly or indirectly related to the views expressed in this report. IiAS’ internal policies and control 
procedures governing the dealing and trading in securities by employees are available at 
https://www.iiasadvisory.com/about. 
 
Conflict Management 
IiAS and its research analyst(s) responsible for this report may hold a nominal number of shares in Dish TV India 
Limited and Zee Entertainment Enterprises Limited (together referred to as the “subject company”) as on the date 
of this report. A list of IiAS’ shareholding in companies is available at https://www.iiasadvisory.com/about. 
However, IiAS, the research analysts and their associates or relatives, do not have actual/beneficial ownership of 
one per cent. or more securities of the subject company, at the end of the month immediately preceding the date 
of publication of this report. Further, a list of shareholders of IiAS as of the date of this report is available at 
https://www.iiasadvisory.com/about. 

https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about


 
Institutional  

EYE 
 

7 October 2021 iiasadvisory.com 5 

 

Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to 
providing participants in the Indian market with independent opinions, research and data on corporate 
governance issues as well as voting recommendations on shareholder resolutions of over 800 listed Indian 
companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed against the 
company by any of the Regulators or Courts/Tribunals. 
 
The attached article is a general event-based commentary on the subject company. IiAS has previously 
published its voting recommendations on the subject company. 
 
IiAS confirms that, save as otherwise set out above or disclosed on IiAS’ website, 

• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any 
financial interest in the subject company. 

• IiAS, the research analyst(s) responsible for this report and their associates or relatives, do not have any 
other material conflict of interest in any of the subject company at the time of publication of this report. 

• The subject company has subscribed to IiAS’ services and IiAS has received remuneration from the subject 
company in the past twelve months. 

• None of the research analyst(s) responsible for this report, and their associates or relatives, have received 
any compensation from the subject company or any third party in the past 12 months in connection with the 
provision of services or products (including investment banking or merchant banking or brokerage services 
or any other products and services), or managed or co-managed public offering of securities of the subject 
company. 

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the 
subject company in the past twelve months. 

• Neither IiAS nor the research analyst(s) responsible for this report have been engaged in market making 
activity for the subject company. 
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