Welcome to Final Four weekend in New Orleans, and with it, Stillwater’s deep
dive into the passion and business of college athletics. The great, the good, the
bad, and indeed the ugly. Speaking of ugly, the Caesars Superdome? Really?
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Let’s start with the great, as in college sports is the greatest of all the sports, and
it's not even up for debate. The World Series, Masters, Stanley Cup, and NBA
Finals are great events, but they are events. College sports is a perpetual
experience. It starts with high school kids exceeding it on the field and then
jockeying for position to select the schools that have shown up to offer them a
‘free ride’. One that is of course, not free.



Once you land where you are going to land, from there on out, it’s an ‘always on’
experience. When you aren’t on the field playing, you are practicing. When you
aren’t practicing, you are training. When you aren'’t training, you are rehabbing.
When you aren’t rehabbing, you are working on film. When film isn’t enough, you
work with specialists. Don’t forget, you are no longer a ‘jock’ or a ‘jocket’. You are
a student athlete who needs to keep grades up to qualify to play. Seems like a lot,
doesn’t it? Well, it is. But for those who play the game right, it's worth it.



DIVISION | STUDENT-ATHLETE GRAD RATES
COMPARED TO STUDENT BODY GRAD RATES

STUDENT-ATHLETES GRADUATE AT A HIGHER RATE THAN THE

STUDENT BODY IN NEARLY EVERY DEMOGRAPHIC
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When it comes to the fans in the stands, college athletics once again reigns
supreme, and here is why. Those who take down season tickets, and go to
games, by and large are doing so because they went to the school on the field or
court. It's a simple bond, but one that changes everything. It means all those
around you walked up the same stairs on campus, sat in the same classroom
seats, both loved and hated the same professors.



And here you are, at a giant outdoor party with those same people five or six

times a year. For you southerners, and you know who you are, there is a religious
nature to the experience. One that is fueled by browns of many hues.



It's all there, and it never rests. A passionate outlet from the day job or the
stresses of life. When all is said and done, it's masterfully choreographed. From
scratching a check as an alum or booster. To hiring and firing coaches as an
administrator. To the same coaches calling the plays when the game is on the
line. To the student athlete making that one small cut that changes the history of
the program. It’s all there.
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You can hate us for a lot of things, but please not for this statement. Aside from
the Tobacco Road semi-final on Saturday, the final four matchup’s look about as
un-rousing and predictable as one can imagine. Great teams, even with a down
Carolina, but nothing to be surprised by. Duke, North Carolina, Villanova, and
Kansas have amassed 17 national championships, and close to 9,000 victories
between them. And once again validating that you can’t go wrong with blue and
white.
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Sport’s lllustratede’s Tony Barnhardt would have us killed for the statement that
this is a pedestrian lineup, as he is on record that Saturday’s national semifinal
games will be part of ‘one of the single greatest days in all of Sport’. Notice he
said ‘sport’ and not ‘college sport’. This man has gone ALL in with everything he
has. And he isn’t alone. | spent a little time on the world wide web and it’s not
hard finding over the top prose about this game is second only to the earth
cooling in terms of historic importance.



https://www.si.com/college/tmg/tony-barnhart/best-final-four-ever
https://www.theguardian.com/sport/2022/mar/30/duke-unc-final-four-ncaa-tournament-college-basketball

While a very large, and very Eastern side of the country will be on pins and
needles, out where the cattle graze it might not be that big of a deal. Think about
this, until Baylor won last year, you had to go back to Arizona in 1997 for a team
west of the Mississippi to have won it all. That’s nearly a quarter century drought.
It's like we don’t even play the ball the same way. Keep in mind, the NCAA has
only been handing out championship hardware for 80 years. This first went to the
Ducks of Oregon in an eight-team tournament in 1939. If you took the over, 79
points would have been all you needed.



1939 Championship Bracket

Regional Regional National
Semifinals Finals Championship

O Western Regionals

March 20 Oregon 5641
Texas

San Francisco Oregon 55-37

Oklahoma March 21

March 20 Oklahoma 50-39
Utah St

_ Evanston, IL Oregon 46-33

Villanova Eastern Regionals March 27 ATIONAL CHARPION

March 17 Villanova 42-30
Brown
_— P:;:ar‘:;lﬂ?a o S A% Regional Third Place
Wake Forest March 21

March 17 Chio St. 64-52 at San Francisco
Ohio St Utah St 51, Texas 49

Since our promise was to focus on the hard numbers behind the bigness of
college athletics, here is what the NCAA, advertisers, and CBS/Turner are in for.
First up, the NCAA sells broadcast rights and licensing to the networks. In three
short years, the money changing hands in this transaction will get close to the $1
billion mark. Keep in mind, this is simply broadcast rights and doesn’t include
ticket sales or merchandise. Add it up, and we are well north of a billion today.



Annual TV revenue from NCAA Division | men’s basketball tournament

$800 millicn

CBS and Turner Broadcasting
begin $10.8 billion, 14-year deal

600

Basketball Fund goes
400 into effect after CBS

nearly triples annual

revenue to $145 million

200

D I | L
1980 1985 1990 1995 2000 2005 2010 2015 2020

Source : NCAA reports  Note: Chart shows the annual average rate over the contract.

Editor’s Note: In a sign that the public cares much more about the games being
played, than the economics behind them, it is nearly impossible to find a good
recent chart which accurately describes the money that is changing hands today
to make it all happen. The vintages I've found go back to 2015, and maybe 2020
if you are lucky. That said, while | can’t read a lick of this chart, | love the way it
sounds when they play it. “The ball is tipped...”
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When you hear the phrase ‘the NCAA makes...’ it doesn’t accurately explain the
situation, but it sounds controversial, so most people run with it. Only about 5% to
10% of all money it takes in goes to the actual organization itself for salaries and
operations. The rest makes it way down to the member schools. This is from
2018 but is directionally accurate to today’s numbers. Read it and you will be in
the top 1% of understanding how the real world of college athletic funding goes.



HOW IT’S DISTRIBUTED

$210.8wm

Sport sponsorship and
scholarship funds
Distributed to Division | schools to
help fund NCAA sports and provide
scholarships for college athletes

$82.2m

Student assistance fund
Distributed to Division | student-athietes
for essential needs that anse durnng their

time in college

$160.5m

Division | basketball
performance fund
Distributed to Division | conferences and
independent schools based on their performance
in the men's basketball tournament over a rolling
six-year period. The money is used to fund NCAA
sports and provide scholarships for college athletes.

$71.8m

Student-athlete services
and championship support
Includes funding for catastrophic injury insurance,
drug testing, student-athlete leadership programs,
NCAA postgraduate scholarships and additional

$96.7v

Division | championships
Provides college athietes the opportunity
to compete for a champlonship and
includes support for team travel, food
and lodging.

$50.3m

Division | equal conference fund
Distributed equally among Division | basketball-
playing conferences that meet athletic and academic
standards to play in the men's basetbal tournament
The money is used to fund NCAA sporte and provide

Assoclation-wide champlonships support scholarships for colege athletes.

$42.3m $39.6m

Division Il allocation Membership support services
Funids championships, grants and other Covers costs related to NCAA governance
initiatives for Division |l college athletes. committees and the annual NCAA Convention

$9.5m $3.3m

Division | conference grants Educational programs
Distributed to Division | conferences for Supports various educational services for members
programs that enhance officiating, compliance, to help prepare student-athletes for life, indudng the
minority opportunities and more Women Coaches Academy, the Emerging Leaders
Seminars and the Pathway Program

9.7m

General and
administrative expenses
Funds the day-to-day operations of the NCAA
natioral office, induding administrative and financia
services, information technology and
facilities management,

$46.7m

Academic enhancement fund

Distributed to Division | schools to assist with

academic programs and services

$28.2m

Division Il allocation
Funds championships
grants and other initiatives for
Division Il college athletes

$74.3wm

Other Association-wide expenses
Indudes support for Association-wide legal services,
communications and business

DID YOU KNOW?

Of 90 NCAA championships,
only five {all in Division I)
generate as much money as
they cost to run

* Men's basketball

* Men's ice hockey

* Men's lacrosse

» Wrastling

* Basaball

Beginning in 2019-20,
a portion of NCAA revenue
will be distributed to
Division | schooks based
on their student-athletes’
academic performance.

The Division | College Football Playoff and bow!
games are independently operated, and the NCAA
does not recelve revenue from these events

Learn about other NCAA 101 topics at ncaa.org/about.

The distributions listed are recurring, and the information does not include any one-time distributions. Figures are from the 201617 fiscal year and are unaudited



As you can see, a decent portion of the money does indeed wind-up supporting
scholarships and programs for student athletes, but a lot of it winds up going to
run athletic departments, pay coaches contracts, development, and hire search
firms when schools are looking to juice the top line. But this is a big money
business, and you would be myopic to not see that it requires big money to run it.

U.S. College Sports Are
A Billion-Dollar Game

Total revenue generated by NCAA athletic departments
in 2019, by source

$0.30b
Guarantee Revenues l Other
$1.10b :
Royalties, Licensing, $6.85b
Advertising Institution &

Government Supports

4

Media Rights

a0

Student Fees

NCAA Overall

$18.91b
Ticket Sales

$2.87b

Donor Contributions &
Endowments

Source: National Collegiate Athletic Association
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In terms of line items, look at the 2019 -2020 University of Tennessee athletic
departments budget that shows how important conference money, and that from
the NCAA, plays in running a high-profile program. It's amazing to me that the
Vols can still sell $30 million of football tickets given how far the program has
fallen off the map. Where is Phil Fulmer when you need him.

OPERATING BUDGET

FISCAL YEAR 2019-20

REVENUES ___Total % of Total
Football TicketS . sumamansassanys $30,215,385 21.7%
Men's Basketball Tickets.................... 5,010,989 3.6%
Women's Basketball Tickets............... 1,230,769 0.9%
Oer SHOR TICKBE....ousmansmmans 466,819 0.3%
Tennessee Fund Gifts.............cc......... 26,500,000 19.0%
SEC/NCAA Distributions.................... 45,540,262 32.7%
Vol Network/Sponsorships................. 12,860,000 9.2%
Concessions/Merchandise ................ 4,961,000 3.6%
Trademark LicenSing = 2,650,000 1.9%
Endowment Distributions .................. 2,100,000 1.5%
Event Parking..........coovvveeiiiiiiciicnnn. 1,500,000 1.1%
Student Activity Fee............cccueuenn.... 1,000,000 0.7%
Game Guarantees..........ccccevveevennnnne.. 190,000 0.1%
Other Revenue..........ccccooevvveeeeeeeeennnen. 5,050,000 3.6%

$139,275,224 100.0%

One thing to notice about Tennessee’s budget is the fact that it gets to ride the
coattails of the biggest, and most financially lucrative conference in the land, the
SEC. This next chart, while only speculation at this point because it requires an
expansion of the college football playoff system, shows how much the conference
of Alabama and Georgia can look to split, assuming a $2 billion top line run rate
and an average of three teams in the pool. Keep in mind, that money gets spread
around to the entire posse, not just the lead horses.



Annual Payout

per Conference

Average Annual  Average Teams
Payout in per Year

dH $407,828,676 3.1
Bl1G $314,267,836 2.4
P $282,578,497 1.8
ACC $280,723,512 1.4
o) $269,439,016 1.7
A $68,680,782 0.6
! $61,260,839 0.3
$55,695,882 0.2
SuiN DLL $53,222,568 0.1
CAISA $50,749,254 0.0
I $44,553,138 0.4
Total $1,889,000,000 12
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This new payout structure, and a survival of the fittest mentality, is the reason
why two traditional Southwestern powerhouses, The University of Texas and
Oklahoma, are bolting for the SEC. And kind of like a bad remodel, once it's done
it takes a while to unwind. Next up, the University of Hawaii and the Idaho State
Vandals will be joining the Pacific Athletic Conference to create the Pac-14.

THE NEW §)

WHAT THE CONFERENCE WILL LOOK LIKE WITH
AND AS MEMBERS

kxan.




Meanwhile, back in our little fantasy ‘Conference of Champions’, the media deal
setup with the Pac-12 Network more than a decade ago can’t end soon enough.
Overhyped from the beginning, this has been a near disaster for schools and fans
alike. The money never followed, and it's impossible to find the programming in
some markets unless you have cable. Bottom line, through all kinds of
mismanagement and on the field underperformance, the promise never lived up
to the hype. Schools thought they would be getting $5 million a year in revenue
and wound up receiving $2 million.

And then there is this disaster: Pac-12 Commissioner Larry Scott. Over his twelve
years in charge he took home over $45 million is salary. Over the same time
frame, the schools that make up the conference took in about $20 million each for
the TV deal. Nary a tear was shed when Scott was shown the door a year ago.
Not even one. His leadership is a McKinsey & Co. white paper titled “How to
succeed in life by constantly failing upwards.”



https://awfulannouncing.com/local-networks/pac-12-networks-we-werent-wanted-failures-larry-scott.html
https://awfulannouncing.com/local-networks/pac-12-networks-we-werent-wanted-failures-larry-scott.html
https://www.mercurynews.com/2021/06/09/scott-exit-interview/
https://www.seattletimes.com/sports/uw-husky-football/no-matter-how-larry-scott-spins-it-the-outgoing-commissioner-contributed-to-the-pac-12s-football-mess/

CONFERENCE COMPARISONS

T0P SALARIES

SALARIES FOR CONFERENCE COMMISSIONERS
AND THEIR TOP FIVE LIEUTENANTS

PAC-12.............58.4 MILLION

BIG TEN...............54 MILLION
SEC...................53.9 MILLION

FOR FISCAL YEAR 2016

Before we move on from athletic department budgets, we would be remiss not to
mention the hole our beloved Bruins from the small hamlet of Los Angeles have
found themselves in. Like a $20 million hole in both 2019 and 2020, and $60
million deficit in COVID stricken 2021. That’s a total of $100 million over the
course of three years. Blame can fall on a lot of feet. Chancellor Gene Block and
his tight grip on the University purse strings is one. Other factors like the athletic
department needing to lease Pauley from the recreation department don’t help.



https://www.mercurynews.com/2020/01/24/uclas-budget-whammy-the-bruins-are-bleeding-cash-and-require-a-bailout-from-campus/
https://www.latimes.com/sports/ucla/story/2021-02-09/ucla-athletics-massive-deficit-2020-fiscal-year
https://www.latimes.com/sports/ucla/story/2022-01-29/ucla-posts-record-62-5-million-in-athletic-department-debt
https://www.latimes.com/sports/ucla/story/2022-01-29/ucla-posts-record-62-5-million-in-athletic-department-debt
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Full disclosure, | owe them a bunch of Bruin Legends bucks to keep four seats on
the 50 at the Rose Bowl and the same number in Pauley Pavilion. But don’t worry

Brian and Josh, this writing gig is really starting to kick in, and the check is in the
mail. | promise!



On to the subject of should student athletes get paid. With zero equivocation, the
answer is yes. And it’s not lost on us that there are scholarships involved, full or
partial. But given the economic benefit that comes to the university, and the
uncertain nature of a future beyond the collegiate level, some form of
compensation is necessary. One caveat, it must be a level playing field, driven by
the conferences, with equitability for smaller programs that would otherwise loose
out on star recruits.
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Now, just because the NCAA and universities can’t get their stuff figured out,
doesn’t mean the market can’t. And in this case, all it took was for the Supreme
Court of the United States to step in and make it fair that student athletes can
now receive a financial benefit by allowing their names, image, and likeness to be
used to sell and promote products. While less than a year old, this decision has
already changed the face of college sports. If you want to deep dive even further,
read Bloomberg’s excellent feature article on the subject.



https://www.bloomberg.com/news/features/2022-03-18/ncaa-nil-deals-help-college-athletes-get-paid?sref=T8qYl7yu

LAW FIRM MORGAN & MORGAN EXECUTES
NIL DEAL WITH KENTUCKY FOOTBALL
PLAYERS FOR USE ON BILLBOARDS

As we’ve been writing this, it’s clear. Even our attempt to ‘deep dive’ about the
business of college athletics is barely getting out of the shallow end. Each one of
these subjects is a ‘deep dive’ unto itself. That said, if nothing else, we've set the

table for thought and the exploration of intellectual curiosity. Call it ‘College Sports
Business 101: The Primer.’




Since our commentary is primarily business and economy focused, we want to
leave you with a corollary to unlock stakeholder value. As a proud Bruin, and now
sometimes lecturer at USC, | get to sit in an interesting perch. Having watched
my Trojan friends go fetal after a two-game losing streak in football, I've often
thought that if SC were my business, | would spin out the athletic department
from the rest of the university. Maybe make it a SPAC deal to unlock the value of
the men and women of Troy on the field. Think I'm crazy? Not so fast. The
Universities deal with new head coach Lincoln Riley is for $110 million over ten
years, with full access to a PJ whenever he wants it.

That is clearly a thought for a different time. But at the very least, the seed has
been planted. On that subject, we want to thank the bar keeps at the Blue
Ribbon, Snag, and Snow Creek for the time they allowed me to use their
establishments to work through some thoughts and come to conclusions about
the business of college sport. We would also like to thank them for the Montana
prices they apply to the adult beverages they serve, especially those that come
off the top shelf. See you all later tonight, gentlemen.






