Federal judge approves $2.8bn NCAA settlement transforming college athlete pay and revenue sharing
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A federal judge has approved a landmark settlement in the House v. NCAA class-action lawsuit, marking a pivotal moment in the evolution of college athletics in the United States. The agreement not only allows for a direct revenue-sharing model between schools and athletes but also establishes a framework for compensating athletes based on their name, image, and likeness (NIL). Over the next ten years, an impressive $2.8 billion will be allocated for back pay to current and former athletes, fundamentally reshaping the financial landscape of college sports.
The essence of this settlement introduces a cap on direct payments to athletes, estimated at around $20.5 million per institution annually, which will be drawn from various revenue streams, including media rights and ticket sales. This shift comes on the heels of a unanimous Supreme Court ruling, which found the NCAA in violation of antitrust laws by prohibiting third-party payment to athletes. Since NIL regulations opened up on July 1, 2021, athletes have been able to monetise their personal brands through endorsements, a change that has spurred significant financial activity in college sports.
Under the new rules, Division I schools in major conferences, such as the ACC, Big Ten, Big 12, and SEC, will have to adhere to the settlement's terms. Smaller institutions, however, have until June 15 to decide whether or not to participate. Reports have indicated that schools like Temple and Drexel are enthusiastic about opting in, while Ivy League schools, including Penn, will not partake, thereby restricting their ability to share revenues but still permitting athletes to seek third-party NIL opportunities. 
The settlement also introduces roster limitations aimed at protecting current athletes. Those who were cut from their teams due to the new limits will be classified as “Designated Student-Athletes” and will be allowed to transfer without penalty, alleviating concerns about lost opportunities for those affected by these changes. However, critics argue that while this settlement seems to benefit many athletes, particularly in high-revenue sports, walk-ons and Olympic sports participants may see their opportunities dwindle amid tighter rosters and financial constraints.
Furthermore, the settlement raises overarching questions regarding the employment status of college athletes. Currently, while athletes benefit from NIL deals, they do not have the formal status of employees, an issue still under legal scrutiny in other cases, such as Johnson v. NCAA, which continues to wind its way through the courts. As a measure to support these shifts, NCAA President Charlie Baker has been rallying Congressional support for legislation that would provide antitrust protections to facilitate a smoother implementation of revenue sharing and spending caps.
Legal experts have noted that the settlement will not only reshape how athletic departments operate but may also pave the way for increased litigation surrounding athlete compensation and employment status. Moreover, attorneys involved in the lawsuit are set to receive substantial legal fees nearing $475 million, underscoring the high stakes and complexities involved in furthering athlete rights.
As the NCAA and its institutions brace for this new era of college sports, the long-term implications of the House settlement will undoubtedly resonate across the landscape, prompting a reevaluation of how collegiate sports are governed and funded.
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