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Oyo Strongly
Refutes Claims
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ET reviewed a copy of the term
sheet between Zo Rooms and
Oyo, which states that total sha-
res Issued — both preference
stock and equity shares — shall
notexceed 7% of the fully diluted
shareholding of the acquirer
(Oyo).

The Gurgaon-based company

strongly refuted the claims by Zo
Rooms that the Arbitration Tri-
bunal had granted any relief in
terms of receiving ownership in
Oyo.
Oyo was last valued at an esti-
mated $9 billion, when it raised
54 crore from Hindustan Media
Ventures Ltd as part of its Series
F1 round in January This is
down from a peak valuation of
$10billion, when the company ra-
ised $1.5 billion from founder Ri-
tesh Agarwal, SoftBank Group
and other investors in October
2019.

“The final award purports to
provide Zostel a right to Initlate
‘appropriate proceedings’ and
for seeking execution of the defl-

nitive agreement, while nospeci-
fic remedy was granted, except
against their prayer for a cost,
which Oyo will vehemently oppo-
se in all avenues available under
thelaw of theland,” Oyosaid ina
statement.

The company added that it was
“evaluating legal remedies” to
challenge the tribunal’s ruling,
as it treated a non-binding docu-
ment such as a term sheet as a
binding document.

LONGLEGALWRANGLE

The order comes after a three-ye-
ar-long legal spat between Oyo
and Zo Rooms, following failure
of the proposed acquisition
owing to issues with an early in-
vestor in Oyo — Venture Nurse-
ry. Zo then claimed it was owed a
7% stake In Oravel Staysand app-
roached the Supreme Court for a
legalremedy.

The court, in October 2018, furt-
her directed arbitration to settle
thedisputeand appointed Ahma-
dias the sole arbitrator in the pe-

tition filed by Zo Rooms.

Some legal experts areof the vi-
ew that Saturday’srulingdoes, in
fact, require Oyo to allot 7% sha-
reholding to Zo and its sharehol-
ders, including New York-based
investment firm Tiger Global
and Orios Venture Partners.

“The tribunal gave

importance
to the overall intent of the term

sheet, rather than the written
words, which stated that term
sheet is non-binding,” said Shiju
&V‘.psemor Partner, IndiaLaw

TWOSIDES
However, legal opinion on the
matter was divided, with Nilesh
Tribhuvann, managing partner
at White and Brief Advocates
and Solicitors, saying that “the
term sheet is binding only to the
parties who are signatories.”
“In my opinion, the claimant
ought not to have initiated arbit-

ration proceedings against non-
signatories to the term sheet.

The basic require-

ment of sending a

— notice prior to ini-

_ tiatlonof thearbit-
Wl ration procee-
The company (1ngsisalsonotbe-
strongty  Ingcomplied with.
refutedtne  This itself is a le-

clalms gal and subjective
mﬁn ground to vitiate
Arbitration the entire procee-
Tribunal had dlngs,“ he mlnled

out.
et Zo Rooms, In its
statement, said

recetving  that If the arbitra-
e into effect and lts

shareholders are

allotted 7% in Ovo
at its current valuation of $9bil-
lion, it would be counted as the
biggest exit In India’s startup
ecosystem, surpassing the $400
million Snapdeal-Freecharge
deal of 2015.

Oyo, on the other hand, said Zo
Rooms continues to “misrepre-
sent and latch on to Oyo,” main-
taining that both parties were
still In the discussion stage and
no definitive agreements were
finalised.
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