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Law Firms Score As Pro Sports Team Values, Scandals Soar
By Al Barbarino

Law360 (February 3, 2023, 8:24 AM EST) -- As professional sports teams fetch record-breaking sums of
money and the public spotlight on how teams and leagues conduct themselves intensifies, there's a
growing opportunity for law firms to cash in on one of the most lucrative and resilient industries.

The priciest sales of American pro franchises have happened in the last several years. The two largest
were in the last year, with the $4.1 billion sale of the NBA's Phoenix Suns and the WNBA's Phoenix
Mercury in December second only to the sale of the NFL's Denver Broncos $4.65 billion sale in July.

The pro sports market has long benefited from high valuations due to lucrative media rights deals, the
scarcity value derived from a limited supply of teams, and the increasing number of high-net-worth
investors looking to buy franchises.

"The compound annual growth rates of this asset class has been higher than virtually any other asset
class over the last five, 10, 20 years, and it seems there's no end in sight," said Charles H. Baker, co-chair
of Sidley Austin LLP's entertainment, sports and media industry group.

But also, "there are currently more teams on the market in terms of both number and dollar value, both
in the U.S. and Europe, than there have been in the last decade," said Baker.

Currently, additional teams exploring sales include the MLB's Washington Nationals and the
NHL's Ottawa Senators. The Los Angeles Angels were taken off the market last week after an apparent
change of heart by ownership.

Abroad, the Premier League's Liverpool FC and Manchester United's owners are exploring a sale. Baker
and his firm represented the buyers for the Premier League's Chelsea last year.

BigLaw Firms, Specialized Legal Advisers Cashing In

In a number of recent cases, team sales — including that of the Suns — appeared to have been
pressured following instances of misconduct, often uncovered or confirmed by internal and external
investigations.

As the potential for underlying risk, investigations and litigation intensifies, attorneys said it could prove
to be a boon both for firms with a multidimensional sports practice, as well as for those with specialized
expertise that want to pick their spots.



"We've had a correction in this country where people are even more focused on discrimination and
gender equality," Baker said. "So long as we continue as a country looking at these issues more critically,
| do think there may be more aggressive actions taken by leagues, teams and owners."

A handful of BigLaw firms with established sports practices are the ones landing roles on marquee deals
and as primary legal advisers for the billionaires who play in this world. The transactions often require
the expertise of various departments and offices within a law firm, attorneys said.

"There's really only a few firms that are excellent at it," said Ryan Davis, the co-leader of Bryan Cave
Leighton Paisner LLP's sports and entertainment group. "The firms with deep industry experience are
uniquely positioned to provide value to clients in this space. We're really focused on providing expertise
on a holistic basis."

But there's plenty of lucrative supplemental legal work surrounding these megadeals to be done,
particularly as the sensitivity around potential misconduct and pressure on leagues to act ramps up.

That includes legal work related to investigations, litigation, real estate development, deal financing and
structuring, tax, antitrust, media rights and sponsorship deals, attorneys said.

Even for smaller firms out there with specific expertise, whether in media deals, stadium finance or
investigations, "there's absolutely opportunity for those ancillary but important roles," said Baker.

Scandals Increasingly Forcing Owners' Hands

In the most recent NBA controversy involving a team owner, word came in December that Robert Sarver
would sell the Suns for a record $4.1 billion after allegations of his racist and misogynist behavior.

It's part of an apparent trend that has outed a series of NBA owners over alleged misconduct.

Sarver is the third NBA owner in less than a decade to sell his team after making headlines for such
incidents, after Donald Sterling sold the LA Clippers in 2014 and Bruce Levenson unloaded the Atlanta
Hawks in 2015.

Meanwhile, Daniel Snyder, owner of the NFL's Washington Commanders, said in November that he was
considering "potential transactions" after allegations against him that included sexual harassment
surfaced. Both the NFL and Congress investigated the team, with the fallout and related legal woes
highlighting how such issues can complicate a sale.

Maurice M. Suh, a litigation attorney and co-chair of Gibson Dunn & Crutcher LLP's sports law group,
said the focus on the behavior of teams, owners and leagues was presenting growing opportunities in
the litigation and disputes spaces, with the evaluation of risks becoming a particularly important
component of deals.

Of course, the U.S. isn't the only market that's been plagued by scandal, Suh noted. Few professional
sports globally have been immune, including claims of sexual harassment, side betting, match fixing and

doping.

FIFA has been under the microscope for corruption scandals following a major probe in 2015. Doping



scandals have plagued the cycling world over the years. In some instances, "the consequences have
been not only the destruction of careers of pro athletes but entire teams and leagues," Suh said. In
Formula One racing, understanding the risks related to spending caps is a particular focus area, he
added.

The Upfront Risk Assessment

"Deals must be done with a careful eye on the potential risks upfront ... nobody wants to have litigation

following a transaction," Suh said. "Avoidance of disputes at the front end is really an important piece of
all M&A deals, but particularly in sports, where there's a huge relationship component and the universe
of people involved is constantly interacting."

If potential problems aren't vetted before a sale, their emergence after the fact could lead to issues
beyond litigation and lawsuits. There are reputational risks, potential issues on the operations level, and
they can hurt a new owner's ability to attract additional investors and sponsors, Suh said.

If one thing is clear, bad press for teams and owners doesn't seem to be hurting team values. Davis of
Bryan Cave agreed that valuations across sports had continued to rise with no sign of letting up, noting
that fundamentals remain strong due to "tremendous customer loyalty," tight media relationships and
the continued exclusivity that comes with a limited number of teams.

The COVID-19 pandemic affirmed the unrivaled position that professional sports hold in American
society, Davis added. The pandemic ushered in a prolonged period of canceled games and empty arenas.

"One thing that COVID did highlight is how fundamental sports is to our society and culture, and how
important it was when sports came back for both economics and morale," Davis said. "It's as exclusive of

a market as can be ... and the desire to be part of one of these treasured assets isn't going away."

-- Additional reporting by David Steele. Editing by Karin Roberts.
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