
Endeavor IPO: Conflicts with Clients and Risk for Investors 
 

Endeavor’s Packaging Fees and Content Production Violate Fiduciary Duty and 
Threaten Its Representation Business 
 
Client representation is a core component of Endeavor’s operations; Endeavor purports to 
represent over 6,000 clients, and its “Representation” segment accounts for 36% of company 
revenues. However, Endeavor is engaged in several conflicted business practices which led 
more than 1,400 television and film writer clients to leave the agency in April and prompted the 
filing of a lawsuit now pending in federal court in Los Angeles.  
 

 “Packaging fees” are payments Endeavor’s talent agency negotiates for itself directly 
from the studios employing its clients. Endeavor leverages representation of its writer 
clients to negotiate its own compensation, which includes upfront fees, paid out of the 
production budget of each episode, and a percentage of the TV series’ profits, rather 
than the traditional 10% commission on clients’ earnings.  

 
From the WGA lawsuit: 

 

 

1 
 

                                                           
1
 Answer and Counterclaim, William Morris Endeavor Entertainment, LLC  v. Writers Guild of America, 

West, Inc., et al., Case No. 2:19-cv-05465  (C.D. Cal. 2019) at ¶ 9. 



 The creation of Endeavor Content, which produces film and television projects, is a 
conflict of interest because it combines a talent agency with an employer of the talent 
agency’s clients within the same company.  

 

From Endeavor’s S-1:  
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Endeavor Has Lost 1,400 Television and Film Writer Clients Since April 2019 
 
Endeavor’s own S-1 discloses its dependence on clients and exposure to disruption if it is 
unable to manage conflicts of interest. Its recent loss of 1,400 clients makes clear that these 
risks are real and are actively disrupting company operations. 
 

From Endeavor’s S-1: 
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 Endeavor Group Holdings, Inc. Prospectus, Amendment No. 4 to Form S-1 (Prospectus), filed with the 

SEC on September 16, 2019, at 35. 
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 Prospectus at 34. 
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Endeavor Is Facing a Federal Lawsuit Over Alleged Illegal Packaging Fees, Price-
Fixing Behavior 
 
In August, WGA filed claims in federal court against Endeavor, charging that packaging fees 
violate fiduciary law, federal antitrust law, and the Racketeer Influenced and Corrupt 
Organizations (RICO) Act.  
 

 Endeavor keeps updating its IPO prospectus with developments in the WGA’s 
lawsuit, which is now pending in federal court and alleges that packaging fees 
represent illegal kickbacks from an employer and racketeering, as well as illegal price 
fixing under antitrust law. 

  
From the WGA lawsuit: 
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 Prospectus at 46. 
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“ESG [Environmental, Social, and Governance] investors need not apply”:6 
Endeavor’s Stock Structure Disadvantage Investors 
 
Endeavor’s dual-class stock structure gives CEO Ariel Emanuel, Executive Chairman Patrick 
Whitesell, and affiliates of private equity owner Silver Lake Partners control of most of the 
company’s 20-to-one super-voting shares.7  
 

 Dual-class stock structures have been criticized by the Council of Institutional Investors 
(CII) and others for undermining accountability and increasing risk. CII wrote to 
Endeavor in July to suggest that Endeavor amend its IPO with a sunset date for its super-
voting rights to “mitigate the adverse effects of misalignment between ownership and 
control.”   

o Letter from Kenneth A. Bertsch, CII Executive Director, to Egon Durban, Endeavor 
Chairman (June 26, 2019).  

o Mary Leung, CFA and Rocky Tung, Dual-Class Shares: The Good, The Bad, and The 
Ugly, CFA Institute (Aug. 2018). 

                                                           
5 Answer and Counterclaim, William Morris Endeavor Entertainment, LLC  v. Writers Guild of America, 
West, Inc., et al., Case No. 2:19-cv-05465  (C.D. Cal. 2019) at ¶ 17. 
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 Bernstein Pre-IPO Research, U.S. Media: Endeavor IPO – not for the faint of heart (July 9, 2019) at 3. 
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 Prospectus at 52-53.  

https://www.cii.org/files/issues_and_advocacy/correspondence/2019/Endeavor%20Group%20CII%20letter%20on%20multi%20class%20June%2026,%202019.pdf
https://www.cii.org/files/issues_and_advocacy/correspondence/2019/Endeavor%20Group%20CII%20letter%20on%20multi%20class%20June%2026,%202019.pdf
https://www.cfainstitute.org/-/media/documents/survey/apac-dual-class-shares-survey-report.ashx
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 Many experts believe that dual-class stock does not generate long-term returns for 
public shareholders.  

o Robert J. Jackson Jr., Perpetual Dual-Class Stock: The Case Against Corporate 
Royalty, speech given Feb. 15, 2018. 

o Martijin Cremers, et al., The Life-Cycle of Dual Class Firm Valuation (Dec. 19, 
2018).  
 

 Endeavor’s dual-class structure will likely disqualify it from inclusion in FTSE Russell and 
S&P Dow Jones indices, which Endeavor notes could adversely affect the market price of 
its Class A common stock.8  

 

Endeavor’s Anti-Takeover Provisions Will Ensure Perpetual Control By Current 
Management 
 
Endeavor’s structure also includes several poison pill measures that are designed to give 
executives indefinite control over the company: 
 

 The company will have a staggered board with three classes, and the board will have the 
ability to issue a new class of preferred stock without shareholder approval, the effect of 
which would likely preclude any attempts to acquire Endeavor that the board does not 
approve.  

 The company will also require a two-thirds supermajority vote to remove directors and, 
in some cases, to change by-laws or provisions of the company’s incorporation.9 

 
These provisions are particularly concerning as the company concedes that its top executives 
may have conflicts of interest with public investors. 
 
From Endeavor’s S-1:  
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 “Buyer beware: Endeavor IPO offers up a company with huge debt, volatile earnings, 
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 Prospectus at 49. 
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