MEDIA BEAT

An occasional column on significant
developments in the media world

By Ashok Mansukhani
Advocate Bombay High Court.
Specialist in Multi Media Law and Regulation/
Corporate Law and Regulation and Taxation.

HIfZAT 1 31T 4 F8=qvl g2l
T UF AMAEE T

TG AT BT ST FIATT /BITIIE BT ST TGATT
T ST % 91T |

WILL DISNEY EXIT
INDIA?

The challenges of streaming in India
are beginning to affect broadcast TV.

A. ISDISNEY STAR EXITING
INDIA?

UNCERTAIN FUTURE FOR DISNEY INDIA

¢ Disney Incisamong the largest media companies
globally, operating in various countries, including
India. For fiscal year
2022, it had global
bumper profits with @
Revenues of $82.722 ®|5NEP
billion and Net income
of $19.241 billion. Mr
Bob Iger’sreturnin November 2022 as CEO sparked
many changesin Disney operations. These include
arenewed focus on streaming.

INDIAN OPERATIONS

¢ In 2019, Disney acquired 21st Century Fox for $
71 Billion for Asian assets, which included Star

India. Disney India became and still isIndia’smost
prominent television broadcaster.

¢ |t also launched Disney+ Hotstar, a streaming
service which offers content from Disney, Pixar,
Marvel, Sar Wars, National Geographic, and Sar.

& Disney Star runs over 70 TV channels in eight
languages, reaching 9 out of 10 cableand satellite
TV homes in India. The network reaches
approximately 790 million viewer sannually across
Indiaand over 100 countries. According to BARC
India, Star Plus ranks second among the top 10
channelsin Indiain July 2023.
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The Company’s revenues for the Financial Year
stood at Rs. 17,480.62 crores, a 38% jump over
Rs. 12,664.36 croresin the year-ago period.

Disney+Hotstar income nearly doubled to Rs.
3,259 crorefromRs. 1,794 crorein FY 20-21 and
reduced losses to Rs. 343.16 crore.

In 2022, Disney lost the streaming rights from
2023 to 2027 to Indian Premier League (IPL)
cricket tournament to Viacom18 MediaPvt Ltd, a
joint venture between Paramount Global and
ReliancelndustriesLtd. Disney+ Hotstar lost 4.6
million (46 lakh) paid subscribersin the April 1,
2023 quarter.

Intense competition from Reliance company
Viacom and Paramount and the partnership with
Uday Shankar and James M ur doch of Bodhi Tree
have upset Disney’s plans for dominance and high
profits. Bodhi Tree has invested $528 million in
Viacom18.

The impending merger of Zee and Sony, the
challenge of regional giants like Sun TV and
regulatory difficulties in Tariff pricing of TV
channels have caused a rethink in the Disney
Global leadership of the future viability of Indian
operations.

DISNEY’S EXIT PLANS FOR INDIA?

2

*

*

Mr Bob Iger, CEO, inan
interview with The
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Economic Times in
2022, said that Disney
had not been as
successful inIndia asit
had hoped. The
Company needed to
make more of an effort to
create content tailored to
Indian audiences.

According to M offett
Nathanson analysts,
Disney would be better
off selling its Indian
business and focusing on its streaming business
elsewhere.

So, it was unsurprising that arecent reportin The
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Wall Street Jour nal stated that Disney isweighing
options for its TV businessin India, including an
outright sale or setting up a joint venture with
partners.

¢ Inaninterview on July 13, 2023, Mr Bob Iger
said efforts are underway to explore several
strategic options As linear TV was
no longer core to Disney and the
distribution model was broken. The
disruption of Linear TV has been
caused by

& Rise of streaming services: As
people desire personalised content
at the time of their choice, Disney
has been a significant player in the
streaming market, with its Disney+
service reaching over 130 million
subscribers worldwide.

¢ Thedeclineof traditional cable: Viewers have
switched to streaming services. This has led to
declining advertising revenue for Linear TV
networks, a significant income source for Disney
Entertainment.

IFDISNEY EXITS, WHO CAN BUY THE INDIAN
BUSINESS?

& Potential buyers could include Reliance Jio
Cinema, Viacom 18/Bodhi Tree/Sony
Entertainment/Tatas.

& Therecould be other large companieslike Amazon
and Netflix. Still, their buyout of Disney Indiais
highly unlikely, considering the current regulatory
and tax environment.

COMMENT

¢ |tisdoubtful that Disney would abandon a thriving
Indian media environment only because competition
factors and shifting public choices have not hel ped
it earn bumper profitsin India.

4 By now, Disney realises that India is a value-for-
money market and content must be indigenised and
regionalised to grow more audiences. A reset with
a greater focus on regional TV content is also
expected.
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B.

*

CORPORATE GOVERNANCE

ZEE PROMOTERS TRYING TO
RECOVER STAKE IN DISH TV

Essel Zeelaunched Dish TV inIndiaon October
22003, India’sfirst DTH service. Dish TV offers
over 600 channels, offering many regional
channels. It also provides many popular OTT
Platforms.

Dish TV’ s subscriber base hasremained relatively
stable recently, with around 30 million subscribers
as of March 2023.

Dish TV’s revenue in 2022 was INR 5,788.70
crore. Despite declining
revenue, Dish TV's operating
profit in 2022 went up to INR
1,239.10 crore (USD 160
million) dueto controlling costs
and improving operational
efficiency.

CONCERNS
LACK OF INVESTOR
CONFIDENCE:

& Investors have lost faith in the

Company’s Promoters. Thiswas
due to the Essel Group’s
financial difficulties and several
corporate governance concerns.
Dish TV's stock price declined
from ahigh of INR 150 per share
in 2018 to around INR 18 per share as of July
2023.

The Company has been accused of a lack of
transparency initsfinancial dealings. There have
been allegations of conflict of interest involving
the Company’s Promoters.

The Company’s Board of Directors has been
accused of poor oversight of the Company’s
management.

In 2020, SEBI issued a show-cause notice to Dish
TV's Promoters, asking them to explain the
allegations against them. The Promoters
responded, but SEBI isstill investigating the matter.

GROUP
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LITIGATION WITH LENDERS OF ESSEL GROUP

2

In 2020, Yes Bank seized shares of Dish TV
pledged by the Promoters because it was worried
about the Company’s high debt levels. The lenders
were concerned that if the
Promoters remained in control of
Dish TV, they would use the
Company’s resources to prop up
the Essel Group’s other
businesses.

The dispute between Essel
Group and Yes Bank ispending
inthe Bombay High Court before
the Division Bench. The single
bench decided against Essel’s
group on its disagreement with
YesBank.

PROMOTERS TRYING TO REGAIN CONTROL OF
DISHTV

*

As of June 30, 2023, the shareholding pattern of
Dish TV shows that Promoters hold only 4.04%;
Public Shareholders: 65.00% and the rest iswith
financial institutions/ foreign funds.

As of June 30, 2023, the Promoters pledged
shares account for 11.68% of Dish TV's total
issued and paid-up capital.

PROMOTERS TRYING TO BUY BACK PLEDGED
SHARES

2

In March 2022, JC Flowers ARC acquired the
Essel debt of Rs. 112 Billion at a highly
discounted price from Yes Bank. Recently, Mr
Subash Chandr a has been trying to buy back the
pledged sharesfrom JC Flower sARC, which holds
a24.19 per cent stakein Dish TV, estimated at Rs.
860 crores. Thetotal buyout cost, including Dish
TV’smagjority control, could be Rs. 1500 crores.

The Zee Promoters believe there are synergies
between Dish TV and Zee Entertainment. For
example, they could cross-sell each other’s
products and services. Dish TV has several
valuable assets, including its subscriber base and
spectrum licenses. By increasing their stake, the
Zee Promoters could gain access to these assets
and use them to grow their businesses.

AT Y8 @ RURKIS & 919 @A
& 2020 ¥, 99 §& 7 WA B Frdr v T fRw a9
@ T @l e H7 (o1 aifeh o Ol & I K0T T
& a7 ¥ feiferd & | orerdnet @ fian o fe
gfe e @ B A 9 FEE
2, 1 J OAd W & T Faadi @l
TETET & @ [oTT U1 & FATEAT Bl SYATT
cagll
. THA 9 A7 I8 9% & 9
e ara 2 @i & fedee a9
@ad 2 1 Usd 4o 7 a9 §& & AU
FEAT T WA TYE & aeE HE

AT |

gAieY o1 S W Qe P s &3¢
@l BITST BT W® B

* 30 7 2028 T RY A&t & JEElET U F uar
Tl & foF W &% U Ao 4.06% [T %, A
A SETaTE 65.00% AT I foci Wt /s
B2 & U E |

& 30 S[7 2023 7% 31 &t &l FA A AT Gl
gl § g &% PRe 9l @ REEE 11.68%
o |

e BRel @ ool @ aew glien @t it

I

& W 2022 ¥ T q@Ed CRE T a9 ¥ 7 s
R @ @ 12 R @0 &1 Q| x70 @i
fopam | 2r 21§, < gAY G9eT ST oy THREr 3
firdr =3 T R @ A e @ BT & T,
e f2ar <1 4 24 .19 99T RRETT & el SigAta
Fd 860 HUS N = |f¥ar At & agma Frm
AR %A TG AT 1500 HAS B9 21 Tl ¢ |

o St Wl @ A 6 R S A St deweie
% g T § | S8R & U, 9 UF g & Iel
AR A BN BE-HA H THd ¢ | A T 7 I
ARl € | 31O AT Jerd? St JHied 37 arautEl
T UET U &7 Aol & AN I TN AU T
H1 G % 1T BT bl ¢ |

27

SATELLITE & CABLETV

AUGUST 2023



MEDIA BEAT

COMMENT

& For along-termadmirer of the dynamism of the Essel

C.

Group and its co-founders, Mr Subhash Chandra,
and Mr Jawahar Goel, the current state of affairsis
painful to write about.

The Essel family isfighting so many battles, beit the
delayed Sony Zee merger, the dispute with Yes Bank
on Dish TV or the liquidation proceedings against
the pioneer MSO Siticable that one wonders at the
dogged resilience of the family to fight all these
battles and yet run diverse and challenging
businesses.

Unfolding events will show whether the Goenka
family comes out triumphant.

ONLINE GAMING BEING TAXED
OUT OF EXISTENCE?

FUTURE PROSPECTS ARE MIXED

¢ ThePwC MediaReport on Online Gaming India

2023-2027 predicts that the Indian online gaming
market will grow at aCAGR of 19.4% to reach USD
4.2 billion by 2027. The
report says:

% Online gamers in
India are expected to
reach 657 million by
2025.

% The increasing
popularity of mobile
gaming: Mobile
gaming is the most
popular form of
online gaming in
India, accounting for
90% of the market in
2022.

The growing popularity of esports: The
number of esportsfansin Indiais expected to
reach 65 million by 2027, and revenues to
grow at a CAGR of 30%, reaching $1 billion
by 2027.
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MANY STATES ARE OPPOSED TO ONLINE
GAMING

& Statesin South India, namely K erala, Tamil Nadu,

and Karnataka, all have attempted to ban online
gambling but lost in the High Court.

TheKarnatakaHigh Court,inthe
case of All India Gaming
Feder ation vs Sateof Karnataka,
inWrit Petition No 18703/2021,
decided on 14.02.2022, held that
games of skill do not
metamorphose into games of
chance merely because they are
played online. Games of skill fall
within the protective contours of
Article 19 (1) (a) and 21 of the Constitution.

It held that the K ar nataka Police Amendment Act
violated Article 14 of the Constitution as it does
not recognise the difference between agame of skill
and chance.

AMENDMENT TO IT RULES ON ONLINE
GAMING

¢ The Information Technology (Intermediary

Guidelinesand Digital M edia Ethics Code) Rules,
2021, wereamended in April 2023 to regulate online
gaming. Key provisions:

< Registration of onlinegamingintermediaries.
Online gaming intermediaries must now
register with the Ministry of Electronics and
Information Technology (M eitY).

< Online real money games will be subject to
additional duediligencerequirements, including
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ensuring that the games are fair and transparent
and that players are protected from addiction
and fraud.

The Industry has generally welcomed the
amendments. However, they have raised
concerns on:

< Therestrictionson certain types of gameswill
limit the variety availableto players.

The amendmentsdo not provide clear guidance
on the distinction between games of skill and
games of chance.

KARNATAKA HC ON ONLINE GAMING

¢ InMay 2023, theKarnataka HC passed alandmark
order striking down a demand notice of Rs. 21000
croreslevied by the Director ate General of Goods
and Services Tax
Intelligence (DGGSTI)on
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Gameskraft Technologies

Limited.
¢ This Company provides
online platforms

facilitating playersto play
gamesof ill like* Rummy’
online. GTPL charges a
‘platform fee’ for
providing a platform for
playersto play games,

¢ The High Court held in
favour of Petitioner,
stating that the game of
rummy played with stakesis played between players
based on the assessment of their skill.

¢ The Court held that online games of skill, such as
rummy, poker, and fantasy sports, are not taxable
under the GST Act.

& TheGST rateon Onlinegaming is18%, not 28%.
¢ The Government hasannounced it isfiling a Special
L eave Petition to the Supreme Court.
GST COUNCIL DECISION ON ONLINE GAMING
AT 28%

¢ Inits 50th meeting on July 11, 2022, the GST
Council decided to levy a uniform 28% tax on
online gaming, casinos, and hor seracing.
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& Thetax will belevied on thetotal face value of the
bets placed, not just the platform fee.

¢ The Government has said that
the decision was madeto “bring
parity” between online gaming
and other forms of gambling,

CONTROVERSY ON UNIFORM
LEVY

¢ Theuniformlevy of 28 per cent
tax will apply tothetotal value
of the bets placed in online
gaming. The decision does not
differentiate between games of
skill and games of chance.

¢ In the latest development on July 26 2023, the
Government announced that the modalities of
taxation were to be worked out further and brought
before the next GST Council through its fitment
committee on August 2, 2023.

¢ The Union Revenue Secretary, Mr Sanjay
Malhotra, said that the GST Council would takea
“final call” on whether it should be levied on the
entry-level or each bet.

COMMENT

& Foreign investors say the new tax will increase
the tax burden by 1,100%, make the online
gaming business model unviable, and erode
investor confidence in this sunrise sector.

& The tax is considered unfair, as it does not
distinguish between games of skill and chance.

& The Revenue Secretary said that the 28% GST on
online gaming has moral implications because it
is a form of gambling. The Government may also
be concerned about the potential for online
gaming to lead to addiction and financial
problems.

& The estimated annual revenue from the new GST
tax on online gambling is Rs. 20,000 crores.

& Hopefully, the GST Council will approach a* net”
approach instead of the current “total”
approach. |
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