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November 13, 2006

The Honorable William Thomas

Chairman, House Committee on Ways and Means
U.S. House of Representatives

1102 Longworth House Office Building
Washington, D.C. 20515

Dear Chairman Thomas:

Thank you for the opportunity to respond to youesjions regarding how inter-

collegiate athletics furthers the educational,¢aempt purpose of the NCAA and

higher education. We have responded to your duestas completely as

possible. In a few instances, we do not have icedata you requested, nor do
we know of any group or agency that has the d@ecasionally, we have offered

an undocumented estimate, but we have clearlyddhelas such. We have also
attached to this letter, as Appendix A, a discus#iat examines the tax law basis
for the tax-exempt status of intercollegiate atbgetinder section 501(c)(3) of the
Internal Revenue Code of 1986.

Before turning to the specific questions, | wouikkelto offer a few general
thoughts about the relationship of intercolleg ti@etics to higher education and
to inform you about certain initiatives underwaystoengthen that relationship.

The linking of athletics with education is a uniudmerican experience. No
other country binds the two the way it is doneles scholastic and collegiate
levels in this country. The relationship is bogalrand visceral. The passion that
athletics can generate within a population, thelkyyof fans to specific teams,
and the feelings of reconnection between alma meter her alumni have all
made college sports popular at every level and gmnenally popular at some
levels. Athletics has also been the ticket for ynastudent-athletes to attend col-
lege. Divisions | and Il intercollegiate sportoyide $1.5 billion annually in
athletics scholarships to help pay the cost of atioc — including for many low-
income students who would otherwise have to fohgodollege experience. The
range and scale of intercollegiate athletics in Acaeare as diverse as higher
education itself. Often, the scale alone distparsceptions about the purpose for
which athletics are conducted by those who obsieres well as — occasionally —
those who are engaged in the enterprise.

As a university president for nearly 15 years anda@ademician for more than
40, | have observed, set policy for or provideddérahip to intercollegiate ath-
letics at a number of universities. | can atteghwnqualified conviction that
college sports makes a significant contributiothi® university experience for all
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students and provides educational value to thoseifspstudents who participate. Today, more
than 380,000 male and female student-athletescjpate in as many as three dozen sports at
many levels of competition at more than a thousanildges and universities. Athletics can and
does add to the knowledge and skills that develmyng people into productive citizens in a
wide range of careers beyond sports. Very fewesitidthletes become professional athletes.
Many more become doctors, lawyers, engineers, éeadr even Members of Congress.

Intercollegiate athletics, of course, is not petrfetike higher education generally, it requires
careful management and persistent leadershipedrifyears ago, the Knight Foundation Com-
mission on Intercollegiate Athletics called for gter presidential control of college sports and
recommended a certification process, similar téitunsonal accreditation that higher education

has undergone for decades, that would provide gheriastitutional scrutiny and peer review to

ensure that program implementation is aligned w&ithdemic mission. Since the early 1990s,
every Division | university has been through thetiieation process twice and some have
undergone additional institutional self-studiesurtker, the Association’s governance structure
has been reformed to ensure presidential control.

In the mid-1980s, the NCAA began collecting datatmacademic performance of student-ath-
letes. The question before the Association wapleiranough: Were student-athletes achieving
academically as well as their counterparts in thieegal student population? Clearly, some were
not. On average, student-athletes in Divisiorailéd the rest of the student body in graduation
rates. A series of initiatives were undertakercdorect the problem, and the results brought
hope. Graduation rates rose and by the early 19@@sssed the rate for students in gerferal.

The NCAA has developed a comprehensive nationalb@se on college student academic per-
formance, beginning in the 1990s. The NCAA alsovjgted analysis of the data that led to a
three-pronged academic reform initiative two yeage that has and will significantly improve
the academic success of student-athletes. (1) régeirements for high school academic
preparation for incoming freshmen to participateathletics have increased dramatically. The
academic requirements for enrolled student-athletesontinue athletics participation have in-
creased so that they are on track to graduateényiars rather than the six-year window antici-
pated by the U.S. Department of Education. (2) Msstrics have been developed that measure
progress year-by-year and provide more accuratéugteon information. (3) Sanctions have
been put in place by the NCAA that will penalizeop@academic performance by a particular
team.

Using the Graduation Success Rate (GSR), a newantiesit counts transfer students (as well as
students whose education takes place at only @tiuition) who both succeed and fail academi-

! Note: According to NCAA data collected using tmethods of the Integrated Postsecondary Educatia D
System (IPEDS) graduation rate survey, studenetghlwho entered in 1984 graduated at a rate pkE&nt, one
percentage point below the rate for the generalestubody. By 1992, the graduation rate for sttddmetes,
according to IPEDS, was 58 percent, two points alibe rate for the general student body.
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cally, the latest average graduation rate for sttidénletes in Division | is 77 percent. There is
no way to compare this figure to the federal raggause the U.S. Department of Education does
not track transfer students. However, even ifrtitege inaccurate federal rates are used, student-
athletes in Division | graduate at 63 percent, pomnts better than the general student popula-
tion. Of note, African-American male student-atetegraduate 11 percentage points higher than
African-American males in the student body, andidsin-American female student-athletes
graduate at a rate 16 points higher than their teoparts in the general student population.
Clearly, the reform measures of the last 15 yearsvarking. [Note: A complete description of
the academic reform initiative is also attachethis letter as Appendix B.]

Two weeks ago, we released the report of the NCAgsiBential Task Force on the Future of
Division | Intercollegiate Athletics. The result an 18-month examination by 50 college chan-
cellors and presidents, the report, entitiede Second-Century Imperatives: Presidential
Leadership~Institutional Accountabilitghallenges the Association’s member colleges amd u
versities to assume greater control of the findnomaerpinnings of athletics on a campus-by-
campus basis. The Task Force developed improvddrare transparent financial reporting
procedures and created a number of “dashboardaitwdg? that will assist chancellors and presi-
dents in achieving greater accountability. Thexand crisis in athletics finances. Operating
budgets for athletics represent a small percentégeerall higher education spending, 3.5 fo 4
percent on average. The purpose of the Task Foitcive is to provide tools and recommend
practices that will diminish the potential for fim@al stress and provide access to information
that leads to better decision-making.

Your letter, Chairman Thomas, comes at an opportune. Over the last 15 years, the NCAA
and intercollegiate athletics have undergone chsafli-study and implemented initiatives that
will ensure intercollegiate athletics’ continuedrpose of educating student-athletes in a respon-
sible way.

The following are responses to the questions yoe pased:

Questions Relating to the NCAA's Educational Missin

1. The annual return filed by the NCAA with the IntafriRevenue Service states that the pri-
mary tax-exempt purpose of the NCAA is to “maintaatercollegiate athletics as an integral
part of the educational program and the athlet@naimtegral part of the student body.” How
does the NCAA accomplish its purpose of maintairfihg athlete as an integral part of the

student body?

The purpose of higher education is to develop th@wtedge and skills in students so that
they become productive members of society and gtatens. Much of that is done in the

2 Litan, Bob, and Orszag, Jon and Pet&hé Empirical Effects of Collegiate Athletics,” 200
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classroom, lecture hall and library; but not all iof Higher education also imparts
knowledge and skills in various others ways. Bgudtion in a symphony orchestra, working
on student newspapers and participation in thgatetuctions are all examples of ways in
which students go beyond the classroom to develijgagional skills that will serve them
throughout their lives in the same way as traddlaclassroom learning. Development of
these skills is integral to the educational experestudents take with them from the cam-
pus.

Participation in varsity athletics programs is &eotkey way in which young men and
women enrich their educational experience beyoedctassroom. What they learn on the
playing field or court is integral to their educatal experience as well. Lessons on leader-
ship and how to follow, on self-discipline and s&dicrifice, on teamwork and hard work, and
learning to pursue excellence are all values inggathrough participation in athletics.
Although the vast majority of the more than 380,80@ent-athletes who compete in college
sports each year go “pro” in something other thaorts, the words of Indianapolis Colts
quarterback Peyton Manning are particularly appader The former University of
Tennessee, Knoxville, football Academic All-Amerieas honored in 1998, at the NCAA
Convention as one of Today’s Top VIII student-atidde and in his response to the assembled
delegates, he talked about being a student-athlete:

“It is popular today to ask if big-time college sfgoare even compatible with
higher education.

“The critics ask if athletics are consistent withe teducational missions of
colleges and universities. Frankly, those peopéethe walls that limit us without
seeing the spaces that allow us to expand. THeyreathat collegiate sports
have a lot more to do with learning than they dthwiinning.

“As student-athletes, we learn more than most meqphe blessings
of...camaraderie and shared sacrifice, collectivg@arsibility and commitment
to excellence, and time management and life managemit would have been
easy to have been a football player and not a studad conversely, it would be
much easier to have been just a student and letbdti for some other day in
time.

“But it wouldn’t have been as joyous, as rich aujtg candidly, as humbling to

have been one without the other. | would bet ywat each and every one of
tonight’'s honorees would say without hesitatiort the or she is a better man or
woman and a better leader because of those expesién

Mr. Manning’s comments on his and other studenietgdl’ experiences as participants in
intercollegiate athletics — as candid and unreleebes they were within their context — are
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consistent with the tax law in this area that rexbgs the educational value of athletics com-
petition at the college and university level.

Peter Likins, president emeritus of the UniversityArizona, a former professor of engi-
neering, and a Fellow of the American InstituteA&fronautics and Astronautics, is more
succinct but no less eloquent or to the point sxdumments about the educational value of
being a collegiate wrestler at Stanford Universitis a university president and former pro-
fessor of engineering, | have often said that tled how to be a professor in the classroom,
but | learned how to be a university presidentt@wrestling mat.”

2. The annual return also states that one of the NGAWrposes is to “retain a clear line of de-
marcation between intercollegiate athletics andgssional sports.” Corporate sponsorships,
multimillion dollar television deals, highly paicdbaches with no academic duties, and the
dedication of inordinate amounts of time by athdete training lead many to believe that
major _college football and men’s basketball mosely resemble professional sports than
amateur sports. The NCAA has no control over ¢ivthe differences between professional
and amateur sports: the level of play and theeteernption for college athletics revenue.
Beyond rules prohibiting compensation for colledbleies, what actions has the NCAA
taken to “retain a clear line of demarcation” begwenajor college sports and professional

sport®

There are clear distinctions between the collegatd professional models of athletics.

Professional sports’ sole purposes are to entetta@npublic and make a profit for team

owners. The purpose of the collegiate model isrthance the educational development of
student-athletes. Those who participate in pradess athletics are employees, a commodity
to be traded from team to team, often with litteno input from the participant. Those who

participate in college sports are students andhateemployed to play sports, nor are they
traded from school to school. The teams in prodesd sports are aligned with a community

only so long as the community provides facilitiegl aupport to keep the teams with them.
The teams in collegiate sports are embedded wiiti@rcollege or university that sponsors the
teams and cannot leave if they are not satisfiel tlue facilities or levels of support.

These points of difference are critical to the dexation between college and professional
sports beyond the amateur status of student-ashlétéhile intercollegiate athletics is very
entertaining, entertainment is not the primary psgof the enterprise. While football and
men’s basketball at the Division | levels are enausly popular with the public and attrac-
tive to the entertainment media, they are as disfiom their professional counterparts as
student musical groups are from professional sym@so They are demarcated by their
purpose and motivation rather than their scaleublip or media fiscal support.

% See Appendix A.
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It is also incorrect to assume that the populasityivision | football and men’s basketball
sets them apart from other sports on campus instesmtime and commitment for the
student-athletes or from other divisions. Studsdhtetes and their coaches are extremely
committed individuals regardless of their sportha division in which they play. Coaches,
themselves, are as committed to teaching the deweot skills learned through sports par-
ticipation as faculty members are to importing &ad knowledge. There are no differ-
ences in the expectations for practice or competiamong the sports. Indeed, football
student-athletes generally have less missed diaesthan any others on campus because
they have only one game each week, at least hathath are at home. The most important
point, again, is that all of the participants arelents.

In addition, there are a series of rules designethb member schools themselves that are
intended to provide limits that support the missitdreducating student-athletes. These rules
include grant-in-aid limits, season limits, in-seasnd out-of-season practice limits, safety
requirements, and academic-eligibility requiremédatsnitial and continuing participation.

3. Some representatives from college athletic orgéiois have justified the tax-exempt status
of college sports based on claims that high-vigibpprograms help sustain a large pool of
student applicants and generous financial coniobat Neither of these arguments is valid
from a Federal standpoint. Federal taxpayers haviaterest in increasing applicant pools at
one school opposed to another. Furthermore, &nfital contributions to universities in-
crease based on athletic success, contributionih&s worthy charities may decline

Before responding to your specific questions, welldidike to point out the far-reaching im-
plications of the statements made in the introducto these questions. First, while federal
taxpayers, in the abstract, may have no intereisicieasing applicant pools at one school as
opposed to another, individual taxpayers surely &vesumably, this is one of the reasons
that taxpayers, including many Members of Congrespport and contribute to their alma
maters and to their local schools — to help th@sishimprove the quality and, in some cases,
the quantity of their student bodies; to improveitiphysical plants; and for other purposes.
Further, schools attempt to increase their vigibiln many ways — by building new class-
rooms, libraries and performing arts centers; bgruiéng renowned academicians and
researchers; by adding timely subjects to theiricwlums; and even by advertising. Of
course, this activity is not limited to schools.ahy nonprofits engage in activities designed
to increase membership, visitors and revenues. p8gny orchestras schedule “old
warhorses” that attract more patrons, visibilitydacontributions than less-“accessible”
works. Similarly, art museums schedule “blockbrisgtows of popular artists or artistic
movements designed to draw crowds, raise visibditg, again, to encourage membership
and contributions. Many charitable organizatiodgeatise in one form or another — on tele-
vision, on radio, in the print media and by direxil.
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a. From the standpoint of a Federal taxpayer, whatefisndoes the NCAA provide
taxpayers in exchange for its exemption?

Those who represent the federal taxpayer, Membfe@ongress, have long recognized
the educational value of athletics competitionha&t ¢ollege or university level, and that
income derived from intercollegiate athletics cofitfmn is substantially related to the
educational functions of colleges and universitigsthe Revenue Act of 1950, both the
House and Senate agreed on this point. The S&egtert noted, “Athletic activities of
schools are substantially related to their edunatiéunctions. For example, a university
would not be taxable on income derived from a bkletournament sponsored by it,
even where the teams were composed of studenthef schools.” The House Report
states, “Of course, income of an educational omgdian from charges for admissions to
football games would not be deemed to be incomm fan unrelated business, since its
athletic activities are substantially related toatlucational program.”

More recently, the U.S. Supreme Court recognizedintiportance of the regulatory role
of the NCAA in preserving amateurism in collegersgo INNCAA v. Board of Regents
of the University of Oklahom#68 U.S. 85 (1984), the Supreme Court said:

“The NCAA plays a critical role in the maintenanocé a revered tradition of
amateurism in college sports. There can be notigmebut that it needs ample
latitude to play that role, or that the preservaiid the student-athlete in higher edu-
cation adds richness and diversity to intercollegathletics and is entirely consistent
with the goals of the Sherman Act.”

Specifically, federal taxpayers through their repragatives have recognized the educa-
tional value of athletics as a benefit to them #dredregulatory role of the NCAA as im-
portant to the maintenance of that benefit.

b. From the standpoint of a Federal taxpayer, why khthe Federal government subsidize
the athletic activities of educational institutionben that subsidy is being used to help
pay for escalating coaches’ salaries, costly chedtéravel, and state-of-the-art athletic
facilities?

It should be pointed out that colleges and unitessiapply the “tax subsidy” to offer a
broad range of athletics participation opportusitier hundreds of thousands of young
men and women at more than a thousand institutions.

Without trying to address every instance, coaclteshpensation packages, especially
those with seven-figure packages, include instihal salaries commensurate with other

* See Appendix A.
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highly paid and highly recruited faculty and staffhe salaries are negotiated at arm’s
length and are within the range of reasonable cosgi®n as defined for federal tax
purposes. Coaches also earn outside income friewvidi®en programs, shoe and apparel
endorsements, speaking engagements, and teachmugs.calhe majority of the total in-
come of these highly compensated coaches doesona rom an institution’s tax-ex-
empt dollars. This is exactly the same method ¢bdeges and universities use to com-
pete for top academicians in selected discipling®e majority of their compensation
packages, which in some cases exceed seven figsir@stived from income outside of
the institution. In all cases, the institutionsv& to maintain compensation at a level that
is reasonable as that term is used for federahiecmx purposes.

Travel for athletics teams is a relatively modesttipn of athletics operational budgets,
on average around seven percent. Travel for taanodten made less expensive by
chartering rather than using commercial flights gypically gets student-athletes back to
the campus and in class sooner. Additionally,dilze of the squad and staff makes the
use of commercial air travel often impractical &redjuently impossible.

Athletics facilities, state-of-the-art or otherwisge necessary for the support of the ac-
tivity for which there is a tax exemption. Theseilities, often paid for through bonds or
charitable contributions, also generate revenue¢ dffsets the operational cost of
athletics that might otherwise be provided throiurgtitutional funds.

4. Officials from the NCAA, athletic conferences, amadversities have explained that college
football and basketball should be tax-exempt bexamne universities generate a profit
from these sports that is used for other univergitgnsored sports. To be tax-exempt,
however, the activity itself must contribute to iecomplishment of the university’s educa-
tional purpose (other than through the productibinoome). How does playing major
college football or men’s basketball in a highlynooercialized, profit-seeking, entertain-
ment environment further the educational purposgaf member institutior’s

The fact that some intercollegiate athletics progwat some schools generate revenues in
excess of expenses is not inconsistent with the tfeat such programs contribute to the
schools’ overall educational programs. The modEmmprehensive university and, indeed,
American higher education would not exist withobe tability of some disciplines and
activities to generate income that helps pay fdreotdisciplines and activities. Not all
disciplines and activities are in equal demandrmgoyethe same appeal. Athletics and a few
other activities are more interesting — and enitartg — to the general public and media than
others. The ability of some to generate revenumisnsignificant to the rest of the campus.
Higher education takes in revenue from all its sesrand then redistributes those resources
to meet its mission. For example, revenue fromcRsipgy 101 classes (because of their

® See Appendix A.
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number and size) typically generates more revemat e effect, subsidizes philosophy
classes, which cannot draw enough students to gayhémselves. This is the business
model for higher education (and for other types tak-exempt organizations), and
intercollegiate athletics works the same way. Reeefrom football and men’s basketball is
redistributed to pay for sports that generateelittl no revenue.

Nonetheless, all of these activities have educatigalue. The scale of their popularity and
the revenues they generate do not diminish the rifapce of their educational value. The
lessons learned on the football field or men’s b#skl court are no less in value or impor-
tance to those student-athletes than the onesléamthe hockey rink or softball diamond —
nor, for that matter, than those learned in theatance, music, journalism or other non-
classroom environments. Indeed, if institutionsld@enerate new revenue streams from the
televising of large lectures or small seminar déstons and use the revenues to offset the
cost of other classroom programs, they would beniggd and should do so.

The fundamental purpose of intercollegiate athdetscthe education of student-athletes in
both the classroom and on the field or court. 3tede of the sport does not alter the funda-
mental purpose. And the most successful progranerms of generating revenue share the
same educational goals with the least succesdfulike other campus activities of educa-

tional value, the visibility of athletics modelsvedopmental characteristics of sports to non-
athletes, as well.

5. Educational institutions in other NCAA divisionsesyul a fraction of the amount Division |-
A schools spend on their football and men’s baskefivograms. These higher expenditures
are ostensibly for educational purposes. Whaitiaddl educational value is received by
participation in Division |-A athletics beyond thahich is received by participation in other
division or intramural athletics? If additional eddional value is derived from patrticipation
in_Division I-A athletics, does the additional edtional value justify the higher expendi-
tures?

Generally speaking, educational institutions ineotNCAA divisions spend a fraction of the
amount Division I-A schools spend on any of theires educational programs. For example,
the budget for the mathematics department, asasethe athletics department, at Ohio State
University is larger than the budget for the mathgos department, or athletics, at Defiance
College in Ohio. Even though each institution imx®sted to a considerably different level,
both are providing a quality educational experieanoe meeting the expectations of their
students. In fact, because of higher amounts tsidel revenue to support athletics at Ohio
State, the athletics budget at Defiance — or ahgrdDivision Il or Il institution — is consid-
erably higher as a percentage of institutionalueses than at Division | schools.

Is the difference in the educational experiencesiidents at a large public university
guantitatively better than at a small private gptfé It may or may not be, but we generally
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don’t try to make that quantitative differentiatiolVe understand that there are different ap-
proaches for a variety of reasons and to accomraaddiversity of circumstances. A more
robust athletics program is often identified as ohdhe advantages of attending a larger
school.

The range and cost of programs — in athletics disasen academics — are largely responsive
to expectations of students, parents, alumni ahdrst as well as the financial circumstances
of each institution and are difficult to quantiffiNonetheless, all NCAA member institutions

conduct their athletics programs consistent with déitademic missions of their respective
campuses.

6. According to studies, incoming athletes at manwersities have lower average SAT scores
and high school grades than those of the generaést body. Do the minimum initial eligi-
bility standards currently in place adequately emghat high school athletes can succeed
academically at universiti@s

As noted earlier, the NCAA has collected and aredydata for the last 20 years to observe
the behavior of hundreds of thousands of successfidient-athletes and modeled our stan-
dards on that behavior. Any studies that assunmest-athletes enter Division | colleges
and universities less well prepared than non-studttletes are either out of date or
erroneous. Data from 2004 entering freshmen, dkest available information, show that
Division | scholarship student-athletes averagedae of 1096 on the SAT. This is higher
than the national average of 1026 for all college#n test takers. Similarly, the athletes
averaged a core grade point average (GPA) of 3M@izh exceedshe national average
GPA of 3.280 reported by the College Board foisalidents.

7. In order for a high school student to become digtb compete in intercollegiate athletics,
the NCAA requires high school athletes to take & @urriculum of academic courses and
earn a minimum grade-point average while in higmost Why does the NCAA not have
similar requirements for athletes during their egiate careefs

The NCAA does have minimum academic performancelireopents for student-athletes
during their college careers. Enrolled studentet#ls must meet progress-toward-degree re-
quirements on a term-by-term basis in order to tamnacademic eligibility to compete in
athletics. Under these requirements, each stuatbidgte must make specific, measurable
progress (at least 20 percent per year) towarctkasel degree at the institution in which he
or she is enrolled. In addition, each studented¢himust annually acquire a predetermined
percentage of the cumulative GPA toward graduatibhese standards serve as a proxy for
the “core curriculum” approach used for high schatbletes.
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8. In recent years, there have been many reportshidtas taking college courses that lack

academic rigor. Several schools have reportedterstl athletes toward professors and

academic majors that are less challenging

a. What actions has the NCAA taken to assess the autsstof the courses athletes are

C.

taking and, more generally, the quality of the edian athletes receie

The NCAA is in the process of collecting surveyadi two projects with both recently
graduated student-athletes and those who have gjeatlaver the last decade about what
degrees they selected, why those degrees werdesklaad whether they were steered
toward specific degree programs. Those data haveeen fully compiled and will not
be available until the spring of 2007.

It is important, however, to understand that theufty of each college or university,
rather than the NCAA, determines the courses thihtbe taught, the standards for in-
struction and the requirements for degrees. Theyadso responsible for monitoring
against academic abuse or fraud, and they take tresponsibilities seriously. It is
unlikely that any intrusion by the NCAA into thisalm would be either practical, suc-
cessful or welcomed.

Does the NCAA collect information from its membastitutions to determine whether
athletes are disproportionately taking certain @ebrs, courses, or academic majors at
individual school8

Although the results are not available at the toféhis writing, the NCAA is collecting
data on the majors of student-athletes throughAcademic Performance Program.

Would requiring the public disclosure of the praf@s, courses, and academic majors of
athletes help ensure that they receive a qualiga&ibri

Privacy provisions of the Family Education RightRrivacy Act (FERPA)would pro-
hibit such public disclosure, and it is not cldaattsuch public disclosure would, in fact,
ensure a better quality education. Likewise, ifrenstudent-athletes major in a specific
discipline, it does not follow that such studergsaive an education of less quality or are
subject to less rigorous academic standards, nmesshthat there is academic fraud. As
noted earlier in this letter, the standards fotringion and the integrity of academic
offerings are the purview of the faculty and threisponsibility, rather than the NCAA.
Moreover, it would be contrary to the freedom obicle accorded all students to require
that student-athletes take certain majors and thets.

% Note:

FERPA allows schools to release academijpomhas directory information without the consefttte

student. Only if the student affirmatively reqestis information not be shared is the institutpyohibited from
giving it out.
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9. At Division I-A schools, only 55 percent of footballayers and 38 percent of basketball
players graduate - compared to 64 percent of thergéstudent body. These figures under-
state the gap between the graduation rates of éhergl student body and athletes, since
many regular students fail to graduate for finah@asons, which is not an issue for athletes
on full scholarships

a. Are the NCAA’'s member institutions accepting atbsetwho would not otherwise be
admitted but for their athletic prowé&ss

It must be emphasized that “special admissions’hatdimited to student-athletes. Most
colleges and universities offer special admissiopgortunities to a variety of students
who have not met the academic standards genergbljed to the student body. These
special admissions are used to admit a small numb&iudents, often low income non-
athlete students with promise from disadvantagadca&tibnal environments. Special
admission standards are also applied to admit statkents with talents that offset their
academic shortcomings; e.g., musicians, artistsceland drama majors, and athletes.
We do not know the exact numbers nor how many tutgins offer such special
admissions opportunities.

b. For twenty vears, the Federal graduation rate falenbasketball players has remained
basically unchanged at about 40 percent. Why ia$NCAA made no progress in en-
suring that athletes who play on the court alsalggée from the schools for which they

are playin@

Male basketball student-athletes in Division | wdrdgered universities in 1984 — the first
year the Department of Education began requirireg dbllection of graduation data —
graduated at a rate of 38 percent. The most ratzat(for the cohort entering in 1999)
show male basketball student-athletes in Divisiagrdduating at a rate of 46 percent.
Over the last two years, the NCAA has also colkatata on transfer student-athletes
who are not included in the federal rate (nearlyp80 annually). Based on those data,
the more accurate graduation rate for Division larizasketball student-athletes is 59
percent. The NCAA believes that when male baskKetibadent-athletes who entered
under the current and more rigorous academic stdadgaduate, the rates will be sig-
nificantly higher. Nonetheless, graduation ratesmhale basketball and football student-
athletes continue to be of concern and the focddG@AA-led academic reform efforts.

c. The defending Division I-A national champion in fball graduated 29 percent of its
players compared to 74 percent of the universgitglent body for the class entering in
1998. Similar large differences in graduation gatexist at other colleges and
universities. Considering this gap, how well is8 thkCAA accomplishing its tax-exempt
purpose of maintaining “the athlete as an integeaat of the student body”
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On average, Division I-A football student-athletgaduate at a federal rate of 55 percent,
compared to 62 percent for the male student baye more accurate Graduation Suc-
cess Rate that includes transfers is 66 percemer the next few years as the new stan-
dards and sanctions take pldeams in any sport must have a projected grastuadite

of 60 percent or better or will not be permittecctompete in postseason championships.
It is frustrating that there continue to be insemof low graduation rates for any teams,
but progress on average is clearly being made and will be.

To improve the graduation rates of athletes, hasNBEAA considered adopting a rule
tying the number of grants-in-aid that can be awdrdo a member institution’s
graduation ratés

Rather than tying grants-in-aid only to graduatiates that measure the academic suc-
cess of student-athletes who enrolled six yealgeeand are gone by the time we know
the rates, the sanctions in fact in place tie gramiaid to year-by-year academic (not
athletics) success of student-athletes. This atan designed to achieve, at a mini-
mum, a 60 percent graduation rate for all studengsspecific sport.

10.The NCAA recently created the Academic Progresge Rameasure the cumulative progress

made by athletic teams towards a degree. Basdheonew measure, the NCAA will take

away scholarships from teams that do not meeteshiotd that is equivalent to a 50-percent

graduation rate, which is an extremely low standard

a.

b.

Why is a team penalized only when more than hallfsgblayers fail to gradud®e

There are two very important points to considel) Renalties (and rewards) are tied to
the performance of currently enrolled student-a#isle- Academic Progress Rate (APR) —
rather than those who did or did not graduate; @)dthe more accurate Graduation
Success Rate (GSR), which includes transfer stemtbfdgtes, is 60 percent where
penalties are applied. The goal of the NCAA acaderform initiatives is to change
behavior and improve academic performance, witirget of 80 percent GSR on average
for all Division | student-athletes. We are clgariaking progress overall (77 percent is
the current rate) and with each individual sport.

Should athletes who are not advancing toward aedgetye eligible to participate in
college sports?

No, and they are not. Here are the specific requénts to remain eligible for athletics
participation: (1) Student-athletes must succdlgstomplete 24 hours of course work in

" For fuller explanation, see Appendix B.
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their first year to remain eligible; (2) studenklates must achieve 40 percent of a
specific degree requirement by the end of theiosdg/ear, 60 percent by the end of their
third year and 80 percent by the end of their toyar (the average time required to
earn a degree in higher education for all studentsently is nearly five years); (3)
student-athletes must achieve 90 percent of thaulaiive grade point average required
for graduation by the end of the first year, 95cpet by the end of the second year and
100 percent by the end of the third and fourth yreand (4) student-athletes must earn 18
semester or 27 quarter hours during the reguladese year, not including summer. |If
student-athletes do not meet these standards that them toward a specific degree,
they cannot compete.

These standards are based on data that show ddansiathletes who satisfy these re-
guirements are likely to graduate.

11.During the last few decades, the NCAA has incredlsednaximum number of football and

men’s basketball games that each member instituteim play. This year, the NCAA

changed the rules to allow schools to play an amdit, twelfth football game. Also this

vear, the NCAA approved an increase in the maxinmumber of basketball games teams

can play in a season and lengthened the seasomédweek. Including preseason and

postseason tournaments, basketball teams can mgwmre than forty games in a season

a. Why did the NCAA make these rule changes

b.

C.

d.

How do these rule changes further the educationatiom of the NCAA and your
member institutior®

How do these proposals help athletes improve acadssnformance

At what point does playing additional games havde&rimental impact on academic
performance

These are all fair and important questions to askl they are the same questions the
NCAA membership must ask itself as it addressegesaround playing and practice sea-
sons. It may be helpful to respond to these qmestas a group rather than individually.

NCAA member colleges and universities clearly hadighere is educational value to
having athletics as part of the comprehensive cangperience. Previous responses
address this belief specifically. As discussed®ppendix A, the Congress, the courts
and the Internal Revenue Service also share tHisfbeAthletics contests are the
laboratory for lessons taught in practice in themsavay theatrical or musical perform-
ances provide practical application of the lesganght in rehearsals. Since graduation
rates and academic performance have continued ke ste@ady progress over the last
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two decades, there is little reason to believettiaturrent length of practice and playing
seasons is detrimental to academic performancdacin graduation rates for both foot-
ball and male basketball student-athletes havelifgaésen over the last five years as the
number of contests increased.

It is also true that the increase in the numbesooitests in football and men’s basketball
will grow revenue that helps support a broad raofysports that might not otherwise
exist. Athletics, like every other department ampus, cannot operate without suffi-
cient revenues to meet expectations. Increaswventes, however, is not the only reason.
Some but not all teams were already playing 12 gaimeootball. Permitting a 12
game for all teams was more fair. The stabilizatdd games in basketball eliminated
similar unfair practices in that sport.

The length of practice and playing seasons, howewgk continue to be a carefully
monitored subject for the leadership of intercaliég athletics, and it was identified by
the Presidential Task Force, noted earlier inlgtier, as an issue for further review.

12.1n 1973, the NCAA adopted a rule prohibiting fineri@id from being awarded to an athlete
for more than one academic year. This rule allsgf®ols and coaches to withdraw finan-
cial assistance from athletes who do not perforrh evethe field, which may overemphasize
athletics at the expense of academics

a. Why did the NCAA adopt this ruke

The change was made to bring grants-in-aid foretittd in line with the way in which
other financial aid is awarded or renewed. Mostitalmsed financial aid on campus — as
well as many government-approved financial aid a&ar have criteria for renewal and
is awarded on a year-by-year basis. As is the wabeother forms of institutional aid,
the renewal is made by the financial aid officéhea than coaches. However, in the case
of athletics when renewal is not approved, stu@ghietes are notified of their right to a
hearing by an impartial committee independent efdthletics department.

b. How does this rule further the educational missadnthe NCAA and your member
institution<?

The term of athletically related financial aid cones to be a subject for discussion by
various committees and at numerous levels withie #ssociation’s governance
structure. The awarding of financial aid for atide exactly mirrors the objective of
financial aid awarded for other purposes withinhieigeducation, namely, to support the
academic pursuits of student-athletes. Criterraafinual awarding of financial aid in
other disciplines, from physics and philosophy tosio and theater, are similarly merit
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based. This is another instance in which inteegdite athletics is fully integrated into
the practices of higher education as a whole.

Questions Relating to NCAA Finances

[Note: The source of financial data provided beliewrom institutional data provided to the
NCAA by its member institutions. The institutiorgdta have been reviewed by an independent
third party in accordance with NCAA requirements.]

1. How much total revenue does college sports genesdtie year? How much do your member
institutions spend each year on college sports

Total annual operating revenues for all NCAA dieis are approximately $7.8 billion. Of
this amount, $4.2 billion is generated from atltlgtsources such as ticket revenues, contri-
butions and the like. The remaining $3.6 billioe &unds allocated by the institution, state
or other governmental entities for the benefittatient-athletes.

Total annual operating expenses for all three dins are approximately $7.75 billion.

Approximately $1.5 billion of these dollars providghletically related financial aid for

Divisions | and Il student-athletes. The averagaual cost per student-athlete for the
380,000 who compete in all three divisions is appnately $20,000.

Without the support of institutionally allocatednfis to close the gap between athletics-
generated revenue and total expenses, intercakegperts operates at an annual shortfall of
approximately $3.6 billion.

2. For Division I-A football programs, please provittee following information for the most
recent year for which you have statistics

a. Total annual revenue

In the 2004-05 academic year, the total operatvgmue for the 117 Division I-A foot-
ball programs was approximately $1.6 billion, aerage of $14.1 million per institution.
This includes monies generated by the athleticgrara as well as monies allocated by
the university or other entities for athletics posps.

b. Largest amount of revenue generated by one school

The largest amount of operating revenue reported Byvision I-A football program is
$53 million. The median operating revenue for Bion I-A football programs is $10
million.
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c. Total annual expenditures; and

Total annual operating expenditures for 2004-0®bysion I-A football programs were
approximately $1 billion, an average of $8.7 mitliper institution.

d. Largest annual expenditure by one school

The largest amount of annual operating expendiiyra Division I-A football program is
$26 million. The median operating expense amoantivision |-A programs is $7.6
million.

Approximately 53 percent of Division I-A institune reported operating revenues in
excess of operating expenditures for football wladlocated university funds are re-

moved. These excess revenues are redistributaapfmort other sports programs that do
not generate revenues sufficient to cover expeimstg®e same way revenues from some
academic disciplines and services are redistribtdesiibsidize other academic programs
and services that have insufficient revenues ta mgegenses.

3. For Division | basketball programs, please provide following information for the most
recent year for which you have statistics

a. Total annual revenue

In the 2004-05 academic year, the 326 Division himdasketball programs reported
total operating revenues of approximately $789iarill an average of $2.42 million per
institution. As in the case of football, this indes monies generated by the athletics
program, as well as allocated funds from the usiteor other entities.

b. Largest amount of revenue generated by one school

The largest reported amount of operating revenperted by one school was $18.5
million per institution. The median amount of ogeang revenue for Division | programs
is $1.1 million.

c. Total annual expenditures; and

Total annual operating expenditures for the samertig period were $571 million, an
average of $1.75 million.
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d. Largest annual expenditure by one school

The single highest reported basketball program aijpey expenditure was $9 million.
The median amount of operating expenses for Dimisjgrograms is $1.2 million.

Like football, only about 28 percent of all Divisiol basketball programs reported
revenues in excess of expenses when universitgaatid funds are removed. Excess
revenue from basketball is used to assist otham;reeenue sports including financial
aid.

4. How many of your member institutions generate a prefit on the operations of their
athletic departments (excluding university subsidsech as student fees or general school
funds and services)? Of the institutions that gatieea net profit, how many use the profit for
purposes unrelated to the athletic departfment

Intercollegiate athletics is not offered to generafprofit. That is the fundamental difference
in purpose between intercollegiate athletics ammdgssional sports. If profitability were the
standard for college sports, only 23 Division Itingions (based on data reported for the
2004-05 academic year) would conduct athletics narmg. Furthermore, if profit were the
motive, even those 23 (of more than 1,000 memkbsituions) would likely only conduct
football and men’s basketball programs.

The data that identify these two dozen institutianih positive net revenues do so without
accounting for depreciation. Under generally atag@mccounting principles, however, de-
preciation of athletics facilities should be dedacto determine a true profit. While we do
not have data to know the exact number that wotilldreport net revenues if depreciation
were included, we estimate it would be fewer th@nnktitutions of more than 1,000 member
colleges and universities.

5. At Division I-A schools, what is the average anngtgbense (including the cost of grants-in-
aid):

a. Per athlete

b. Per football playet

c. Per men’s basketball player

d. Per women’s basketball player

The cost of education for a student-athlete vaoynfrsport to sport and institution to
institution much in the same way they do for stusem general. For example, the costs
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for educating engineering or nursing students abestantially more than for educating
students majoring in English or history. The cassociated with an athletics program
are dependent on the specific sport and its reledsts for equipment, facility needs or
staffing, for example.

With that as background, the average expense foviaion | student-athlete is approxi-
mately $39,000. Expenses for Division I-A footbp#rticipation amount to approxi-
mately $74,000 per student-athlete, while Divisidthere is no Division I-A category)
men’s and women’s basketball amount to approxima&b8,000 and $75,000, respec-
tively.

6. According to NCAA expenditure reports, public unrisities spent as much as $600,000 per
men’s basketball player during the 2004-05 scheaky

a. How does spending hundreds of thousands of dolareach men’s basketball player
further the educational mission of universities

b. How much money must be spent by athletic degartsnto ensure that athletes receive an
educational benefit from the activity

There is no unit-cost standard for providing a guaducational experience in higher
education. The methodology used in the questiarakoulate the cost per student is sig-
nificantly misleading because there is a failur@isiinguish between fixed and variable
costs. Institutions assume these fixed costs paraof running any of their various
programs, including intercollegiate athletics. Us®e such expenses in calculating a unit
cost as exaggerated as the one cited in the goegtimust be noted, distorts the facts.
For example, according to data reported by the Department of Education for 2003-
04, the average cost per student for educatioheatdp five expensive schools in the
country in 2003 was $462,000. This figure, howeireludes a number of variables that
balloon the unit cost.

The same is true in athletics. The average cosnpée basketball player in Division I is
$158,000; and, like in the case of academic depantsn there are fixed and variable
expenses that distort the unit cost. Are the #gum either academic or athletics
appropriate amounts to spend to further the eduraltimission of either? Could these
institutions meet their mission for less? The arste® both questions might be ‘yes.’
Each institution, however, will determine the lewglexcellence it will pursue in accor-
dance with the expectations of those who choose phegrams, taking into account the
institution’s available resources.

The scale of cost per student in academics ish@obést determinant for whether educa-
tional mission is being met.



The Honorable William Thomas
November 13, 2006
Page No. 20

7. According to NCAA data, athletic department budgets growing several times faster than
the university budgets of your member institutioms.addition, athletic department expenses
are increasing at a higher rate than athletic deamt revenues

a. Why are athletic department budgets increasing@ifdlan university budgéts

b. Why are athletic departments spending money ateeasing rat®

c. How does spending even more money on Division Athall and men’s basketball
further the educational mission of universifies

d. What actions can the NCAA take to control risingrsgind

Although it is true that total athletics spendirgsloutpaced the rate of increases in uni-
versity spending over the last four years, athdeipending has not exceeded athletics
revenues. Over the last two decades, revenuesdnametically increased as a result of
rising ticket revenues, demand for radio and tslew broadcasts (partly due to changes
in technology; e.g., cable and satellite televisiamd related income streams. Costs have
also risen significantly and have been led by iases in scholarship costs, additional
personnel for compliance purposes, increased sttem@ong students for participation
opportunities, new training personnel to ensureebetbealth and safety of student-
athletes, rising travel and insurance costs anckased salaries. Many, but not all, of
these factors are outside the control of the atsietepartment.

The ability of the NCAA to influence spending islied. One court has found that the
NCAA'’s attempt to cap certain costs (compensatibrassistant coaches) violates the
antitrust law€ At the end of October, the NCAA unveiled a repioom the NCAA
Presidential Task Force on the Future of Divisidntércollegiate Athletics, entitledhe
Second-Century Imperatives: Presidential Leadgrshistitutional Accountability.The
focus of the 18-month task force initiative was tieed to address fiscal responsibility in
intercollegiate athletics on a campus-by-campudsbasio assist in this effort, the
NCAA, with the help of the National Association @bllege and University Business
Officers, has developed more consistent and clefinitions for reporting of financial
data and requires an independent, third-party wewé the data prior to submission.
These data will be made available to presidentg\galith aggregate peer group data, to
assist universities in examining their spending dvérs and to improve campus
decision-making. Also included in the reports v new metrics that will alert presi-
dents to areas in which their spending history nrajicate abnormalities or risk.
Moreover, these aggregate data, by category, withbde transparent to the public.

8 Law v. NCAA902 F. Supp. 1394 (D.Kan.) (1995)
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8. The NCAA has entered into an agreement with CB®&lvise the men’s basketball tourna-
ment. According to the terms of the agreement, @BSay the NCAA an average of $545
million per year in tax-free money. The presidehtCBS Sports was quoted as saying,
“There is no more important event at CBS, not [OBIS Sports, than the men’s basketball

championshig

a. How does the transformation of the NCAA men'’s b#s&kk championship into commer-
cialized entertainment further the educational paepof the NCAA and its member
institutions?

b. The NCAA receives 85 percent of its revenues fromdale of television rights. What is
the influence of television networks on the NCAAscisions? Please include a descrip-
tion of the influence television networks have te scheduling of games and on the
maximum number of games allowed to be played eascn

The fact that television networks are interestegurchasing the rights to telecast college
events is the result of the popularity of thesenevéo American taxpayers. Television

networks purchase the rights to meet a demandpawndor the purchase with their own

sale of advertising time on the telecasts to comiakentities. None of these circum-

stances makes the purpose of intercollegiate aklanhything other than educational in
nature for those who participate. If the educatiqrurpose of college basketball could
only be preserved by denying the right to teletiastevents, students, university faculty
and staff, alumni, the institutions of higher ediammathemselves, and even the American
taxpayer would ultimately lose.

Furthermore, if the American public also had theegopular interest in French lectures
or accounting classes as they do in athleticsyitte would be just as eager to telecast
those events and to sell commercial time to payritjets fees. Transforming those
academic offerings into commercialized events wawtd undermine the educational
purpose for which the offerings are made.

CBS and ESPN also purchased the right to teleaasth®rwise distribute all of the

NCAA’s 88 championships — not just men’s and worsebasketball — and they sell

commercial time to pay for their purchase. We assit is not being suggested that the
educational purpose and value of these sports bathgionships would be similarly

jeopardized by their popularity to the public. Téeale of popularity and the media
attention given to football and men’s basketballred forfeit for those two sports the

educational purpose for which they exist.

The sale of broadcast rights to CBS and ESPN brmigis it no influence by those
companies on NCAA decisions. Indeed, many decssipnthe NCAA are contrary to
the best interests of these networks, includingtéitons on the number and type of
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advertising, the number of television timeouts, amdgame times for championship
events. There are no data on the degree of irdauézlevision has on the scheduling of
games, but television networks have had no impa¢he number of games allowed in a
season.

9. Each year, the NCAA distributes more than $100 iomllfrom its Basketball Fund to
Division | institutions. These monies are disttéml based on performance in the NCAA
tournament; each tournament victory earns more gnéorethe winning team’s athletic con-
ference. Rewarding athletic instead of academitopaance seems to be contradictory to
the NCAA’s tax-exempt mission, and sends a messageember institutions and athletes
that athletics is more important than academicshy\Woes the NCAA distribute more than
$100 million each year based on athletic rathem imademic performanee

The NCAA'’s tax-exempt mission is, in part, to pramtercollegiate athletics competition,
and it is entirely consistent with that mission flle NCAA to award funds to institutions on
the basis of athletics performance. As discussseivbere, including in Appendix A, pro-
moting athletics competition furthers tax-exemptrpmses in section 501(c)(3). In
furtherance of its tax-exempt mission, the NCAArsgpmrs 88 championships in 24 sports. It
is in no way improper for the NCAA to distributeniils based on appearances in these cham-
pionships.

Less than half of the funds from the Division | MeBasketball Championship is distributed
based on appearances in the tournament. Mosteofutids are distributed based on the
number of sports sponsored and the number of athletholarships awarded to all student-
athletes on an institutional basis. More than dgtgearters of a billion dollars will be
distributed over the term of the CBS contract foect support, including academic support,
of student-athletes. A large portion of the thgeewters of a billion dollars to student-
athletes is need-based, with some of the remantideaibuted for academic support. Further,
the dollars that are distributed through the carfees and based on appearances in the
championship are distributed to afistitutions, including those that do not appearthe
tournament, and are used in various ways, inclutliegacademic support of student-athletes.

10.What percentage of NCAA revenue is spent by youmber institutions on solely academic
matter®

We do not collect data on expenditures for academpport by member schools in sufficient
detail to respond to this question. However, wevkrithat Division | institutions provide
$1.2 billion annually in scholarships to studertletes to pay for their education.
Additionally, over the life of the CBS contract,ettiNCAA will distribute $750 million
(Special Assistance Fund, Student-Athlete Oppanufiind, Academic Enhancement Fund)
to its member institutions that can be spent onlgtdent-athletes.
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11.Coaches’ salaries account for one of the biggesemses of Division |-A athletic depart-
ments. According to reports, more than 35 collegaches receive salaries of at least one
million dollars per year. Sources of revenue tg theese rising salaries include student fees,
corporate sponsorships, and television deals. ngaspaches excessive compensation also
makes less revenue available for other sports esamany athletic departments to operate at
a net loss, and may call into guestion the priesitf educational institutions

Compensation packages are negotiated at arm’shlengh very competitive environment
and should not be considered “excessive compengatiwler tax law principle$. Further, it

is incorrect to assume that the compensation paskafthe three or four dozen football and
men’s basketball coaches that exceed a millionadolare the major contributors to their
institutions’ athletics budgets. Indeed, the agerathletics budgets for the institutions with
“million dollar coaches” is approximately $50 mdl, in which the compensation package
represents 3.1 percent of the budgets. In mosscasly a small percentage of the coaches’
overall compensation packages are being paid byin$tgution. In addition to salaries,
coaches earn income from television appearances, afd apparel contracts, endorsements,
speaking engagements, and sports camps. Thisagppparallels the way in which many of
the top faculty at these same institutions are aorsgted. There are likely to be as many as
two dozen “million dollar faculty” members on eashthese campuses who earn a relatively
small salary from the institution with the balarememing in the form of clinical and private
practices, patent royalties, consulting contrabisoks, speaking engagements and other
sources. It should be noted, however, that faculgmbers have the protection of tenure
while coaches are employed at will and can be dised for lack luster win-loss records or
the inappropriate behavior of 18- to 22-year olds.

a. Several Division I-A schools pay their men’s babkditcoaches four to five times more
than their women’s basketball coaches. What amditi educational benefit do men’s
basketball coaches provide beyond that which isvidem by women’s basketball
coache®

Coaches’ compensation packages, like others wathimstitution’s faculty, are driven by
market forces. The competition for the top menasKetball coaches is intense.
Similarly, the competition for top faculty in medie, engineering, law and some other
disciplines is also intense. Because of marketasheinthese faculty will be compensated
considerably higher than faculty in the humaniti®&one of these salaries are quantified
by the educational benefit they bring, but ratherthee competitive market from which
they are hired.

° See discussion of Reasonable Compensation in Appén
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b. What actions has the NCAA taken to encourage itsi®e institutions to curb excessive
compensation for college coachles

Through speeches, articles and most recently throlig work of the Presidential Task
Force on the Future of Division | Intercollegiatéhketics, we have urged moderation in
the growth rate of athletics budgets. However,NI@AA'’s ability to influence them is
limited. One court found a cap on the compensatioassistant coaches to violate the
antitrust laws?

c. In 2000, the NCAA repealed a rule requiring allletiiss-related coaches’ income to be
reviewed and approved by the university. Why diel NCAA repeal this rufe

On the contrary, there was little change in the lemgntation of the requirement.
Coaches and staff still must provide written dethihccounts annually of all outside in-
come, and approval must be consistent with thetumisin’s policy related to outside

income and benefits applicable to all full-time mart-time employees. There is no
change in the need for approval, but approval shcohform to the policy already in

place on each campus for other faculty or staff.

The rule was modified to better conform to commaoacpce at member institutions for
all employees.

12.Current law allows donors to deduct charitable Gbuations to educational institutions,
including contributions to university athletic defmaents. If the donor receives the right to
purchase tickets in exchange for a charitable dmrtton, current law allows the donor to
deduct 80 percent of the amount of contribution

a. What percentage of athletic department revenueiasibn I-A institutions comes from
charitable donations, including donations giventhar right to purchase tick&ts

Donations and contributions represent 21 percetdtaf operating revenue for Division
I-A athletics departments, as reported for 2004-05.

b. How much money was donated to Division I-A athletepartments in 2005, including
donations given for the right to purchase ticRets

The total donations and contributions to DivisieA hthletics departments for 2004-05
were approximately $845 million.

19Law v. NCAA902 F. Supp. 1394 (D.Kan.) (1995)
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13.In 1997, Congress passed a law exempting from taxedified corporate sponsorship
payments received by tax-exempt organizations

a. How has this law affected the use of corporate spahips by the NCAA and your
member institutions? Have corporate sponsorstepsrbhe more prevaleht

Corporations have demonstrated over time an affioit aligning with higher education,
including intercollegiate athletics. The major mep of the 1997 tax law change was to
discontinue, for those few institutions doing dwe use of sponsorships for promoting
sponsors’ products and services. A large majafitgorporate sponsorships and contri-
butions for colleges and universities are dedicatedrograms other than athletics
(business and bio-medicine, for exampfe).

b. How much revenue do corporate sponsorships genamateally for your member
institutions?

Corporate sponsorships generate approximately $&in%on in annual athletics
revenues.

Thank you, again, Mr. Chairman, for the opportyta respond.

Sincerely,

Myles Brand
President

MB:ckr

Attachments

1 See Appendix A for further discussion of the cagte sponsorship rules.



