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Executive Summary

Sport is increasingly treated as an asset class.

Institutional capital now participates across leagues, federations and media rights portfolios.
Financial diligence typically focuses on:

Revenue growth
Broadcast security
Sponsorship stability
Wage controls
EBITDA margins

These measures are necessary — but incomplete.

Sport systems are layered ecosystems.
When the professional layer expands faster than the participation layer regenerates, structural
fragility accumulates beneath the surface.

Liquidity does not guarantee durability.

This brief outlines the structural risk variables that do not appear on financial statements but
materially affect long-term viability.

1. Layered System Dependency

Professional sport depends on:

e Community participation density
e \olunteer labour
e Talent pipeline continuity



e |Institutional legitimacy
e Political stability

Revenue visibility at the top of the pyramid does not automatically indicate regenerative capacity
at the base.

If value flows upward without structured return, the system depletes.

Depletion appears with lag.

2. Cost—Revenue Coupling

A sustainable sport system exhibits:

e \Wage growth aligned with endogenous revenue
e Expansion bounded by participation growth
e Reserve accumulation before distribution

Structural fragility emerges when:

e \Wage commitments assume projected media growth
e Bridge financing normalises
e Expansion precedes stable demand

These conditions may remain hidden during growth cycles.

3. Replacement Cost Risk

Community participation and volunteer labour represent structural capital.
When eroded:

e Rebuilding is nonlinear
e Institutional memory cannot be rapidly restored
e Talent density declines over multi-year cycles

Replacement cost is rarely priced into sport asset valuations.

Long-duration capital exposure without regenerative clarity introduces unmeasured downside.




4. Subsidy Dependence

Systems reliant on recurring external rescue exhibit:

Delayed structural reform
Persistent cost escalation
Political exposure
Narrative volatility

Short-term recapitalisation may stabilise operations.
It does not automatically restore regenerative balance.

5. Failure Containment

In tightly integrated leagues and federations:

e One entity’s distress may transmit horizontally
e Cross-guarantees increase systemic exposure
e Political intervention risk rises under visible instability

Portfolio diversification may not eliminate architectural interdependence.

6. The Core Question for Capital

Before underwriting long-duration exposure to sport assets, capital should assess:

Does value structurally return to the participation base?

Is professional expansion bounded by regenerative capacity?
Can any single entity fail without systemic destabilisation?

Is subsidy temporary or embedded?

Does the system survive revenue stagnation for 3-5 years?
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These are architectural questions.

They sit beneath financial modelling.

Citizens Sports



Citizens Sports provides independent architecture-level structural diagnostics for sport systems.
Our work focuses on:

Regenerative capacity

Failure containment
Cost-revenue coupling
Long-horizon structural viability

Structural diagnosis precedes optimisation.

Certification, where granted, reflects regenerative integrity — not marketing alignment.

To request a structural diagnostic briefing, contact:

president@citizenssports.com
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