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Paramount Beats Netflix in Bid for Warner Bros... Now What?

BY AMBER PARKER"

The infamous feud over the acquisition of Warner Bros Discovery (“Warner Bros.”) between
Netflix and Paramount Skydance (“Paramount”) has topped recent headlines, with a victor finally
emerging as of last month. On February 27, 2026, Warner Bros. signed a $110 billion deal with
Paramount after Netflix declined to raise its bid, claiming the deal was no longer “financially
attractive” enough for Netflix to pursue.! The latest Paramount bid included a $7 billion breakup
fee in the event the proposed merger does not win regulatory approval.> The company also agreed
to pay the $2.8 billion breakup fee that Warner Bros. would owe Netflix if that deal didn’t go
through.?

In its official press release, Paramount gave ten strategic and financial benefits for the
acquisition: (1) being the “Hollywood Champion” by producing fifteen films per studio annually
(for a total of thirty per year) and retaining “world-class creative talent”; (2) establishing a strong
global streaming presence, by enhancing reach, engagement, and monetization capabilities along
with enticing new subscribers; (3) “establishing another strong, credible competitor in today's
streaming marketplace”; (4) “supporting a competitive theatrical and content distribution
ecosystem”; (5) building a “compelling portfolio of IP and content” with over 15,000 titles and
television programming; (6) holding the “most compelling and competitive portfolios of sports
rights” including the NFL, NHL, and various college sports; (7) strengthening its portfolio of
cable networks and ability to manage linear market pressures; (8) diversifying international
portfolios; (9) streamlining technological operating efficiencies; and (10) being well-positioned
for continued growth of investments stemming from certain franchises and content generation.*

* J.D. Candidate, Class of 2027, Sandra Day O’Connor College of Law at Arizona State
University.
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However, mergers as large as these do not come without restructuring challenges.
Paramount is now saddled with $79 billion in debt.> Paramount CEO David Ellison assured over
53,000 Warner Bros. and Paramount employees that there would be no layoffs and that the
savings could largely be found from “nonlabor sources,” but all of Hollywood remains skeptical.®
Ellison pointed to plans to merge the two companies’ streaming services, HBO Max and
Paramount+, into one platform, reducing significant overlap and costs.” As of now, Paramount
executives are also looking to do away with redundant assets such as real estate.® Both of Warner
Bros.’ studios are located within the thirty-mile “core zone” of Hollywood, making them prime
real estate for buyers.? Instead of selling this space, however, Paramount intends to primarily use
the studio in Burbank for operations and lease out the other on Melrose Avenue for various film
productions, bringing in further revenue.'”

Despite Ellison’s assurances, analysts and media-industry experts say that the $79 billion
debt load the company will take on when the deal closes, plus the huge cost for the increased
output of 30 films a year that Ellison has promised, will likely make large-scale layoffs
inevitable.!! Bradford Auerbach, a veteran media lawyer who heads the sports, entertainment and
media practice at Outside General Counsel, is also skeptical. “The idea that there won’t be broad
redundancies at least in areas like IT and HR and account services seems really unlikely. . . I just
don’t think it’s possible to find $6 billion in cuts in the way that they are saying.”'? Recent media
megamergers seem to support this. After Walt Disney acquired 21st Century Fox’s film and
television studios in 2019, more than 4,000 layoffs followed.!* The merger of Warner Bros. and
Discovery in 2022 was followed by multiple rounds of layoffs, and the acquisition of Paramount
by Ellison’s Skydance Media last fall led to 2,000 job cuts.'

Additionally, antitrust and competition experts argue the merger would create an illegal
conglomerate and should not be cleared without significant pushback. Alvaro Bedoya, who
served on the Federal Trade Commission between 2022 and 2025, stated that a coalition of state
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attorney generals could very well stop the merger if they pooled their resources.!® In fact, Rob
Bonta, California’s attorney general, said in a post on X that he was “in conversation” with fellow
state attorneys general to do just that. “Paramount/Warner Bros is not a done deal,” Bonta said in
a statement after the deal was announced. “These two Hollywood titans have not cleared
regulatory scrutiny — the California Department of Justice has an open investigation, and we
intend to be vigorous in our review.”!° Bill Baer, who served as assistant attorney general in
charge of the antitrust division of the US Department of Justice (“DOJ”) from 2013 to 2016, told
news outlets that, “a combined lawsuit by state attorneys general presents a real threat” even if
the DOJ had previously approved.'’

The Writers Guild of America also put out a statement opposing the deal, saying the
merger “must be blocked” because “the loss of competition would be a disaster for writers,
consumers and the entire entertainment industry.” On March 2™, US senators Elizabeth Warren
and Richard Blumenthal wrote a letter to Pam Bondi, US attorney general, stating that if the deal
went through it would create a “massive conglomerate,” in which “one family [would] become a
dominant force in American entertainment, with David Ellison owning Warner Bros.,
Paramount+, HBO, CBS News, CNN, TNT, TBS, Food Network, Discovery Channel, Animal
Planet, HGTV, and more...which [is] bad for our economy and for Americans.”'®

Despite this pushback, the DOJ seems poised to approve the deal, especially considering
Ellison’s close alignment with President Trump and the DOJ." The merger will also need to be
approved by antitrust officials from the European Commission and the United Kingdom, though
competition and antitrust expert Cristina Caffarra said she didn’t expect that to be an issue,
particularly because she sees little willingness to antagonize President Trump.?’ A spokeswoman
for the Competition and Markets Authority, which reviews mergers in Britain, said the agency
could not speculate on what matters it would investigate.”! A spokesman for the European
Commission, which holds the same role for the European Union, said the companies had not
formally notified authorities of the deal, an early step in its merger review process.”” As Caffarra
aptly put it — “this deal is not particularly significant to anyone in Europe . . . There isn’t the
prospect of lost jobs, like in California. Even on conventional grounds, this would likely be
waved through in Europe.”

While the deal seems to have a decently clear path forward, Paramount would take a serious
financial hit in the event of a significant delay. Part of Paramount’s agreement with Warner Bros.
is a “ticking fee” of an additional 25 cents per share for every quarter the deal fails to close past
September 30, 2026. That would cost Paramount an additional $650 million for every quarter the
deal is delayed.? It is no wonder then why Ellison emphatically claimed Paramount would work
“incredibly collaboratively with regulators to ensure that [they] get a quick path to closing and are
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confident in [their] ability to achieve that goal.” As of now, the DOJ declined to comment on the
status of the agency’s regulatory review, noting that the deal “remains under active review by US
antitrust officials.”?*

Only time will tell how this megamerger pans out, but all signs currently point towards
approval, so long as there is no significant pushback or litigation from state attorney generals.
Investors, attorneys, politicians, actors, union members, and studio employees alike are highly
invested in the outcome, and the uncertainty surrounding this deal will surely continue to cause a

stir until its finalization.
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