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- _By hmd (and subsequent mtemai ACCC‘ dalzvery)_ " _' e s

21 Decenber 2000

Mr Ian Sear?es
- (At I\»IrPcter Stmuch)
Australian (ﬁmmpetzhon and Cﬁnsumer
Comemission
PO Box 1199
- Diickson ACT 2602

Copy

o Mr Mwhaai R.xder : : E
© - Vice President, Assooiate Gmcml Ccuns:ﬂ
- Callaway Golf Company
2285 Rutherford Road -
Carlsbad CA  92008-8815
United Btates of America

Mr Frank McCarthy =
Callaway Golf South Pmﬁm Pty ‘.Ltd

1/60 Northlink Place
Virginia - QLD 4014

 DearMrScarles |
o Nﬁtiﬁmuen for exelasm: dealmg' Caltaway Gaif Besh et
B _' . We refer to Pﬁtm‘ Strauch’s convcrﬁauan w:th Ms mmnda Srmth of 21 Deﬁembar 20{3()
As discussed, please find attauheci
a  a completed Form G, as emwtc:d by Caumy (}alf South Famﬁ&: Pty Ld; .
. o I_ - & submission pmpared by Claywn Utz in reiatmn i the nc}tlfiaatwn, _'

e acopy of the Preferred Rﬁwiler Program (thc*: I’R}*) which is the subject of tha nﬂtlf catmn, ]
- and _
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: ; _ .. MrIan Searles R c CLAYTNUTZ - |

Australian Competition and SﬂﬁMer.Gﬁmij&s’ibn 31 Debeni K
i - - S __,m‘mfaer_zeoe

® . achequefor 52,500, being the lodgement fos. - | |
 We note that, as discussed, 2 faxed copy of the not fication will be sent to Casberra, although the g gital
- documentation is to be filed in Melbourne, R S

As per the discussion with Ms Smith, we have not provided the atiashinents 16 the FRP s they do not

contain material which is relevant to this tiotification (as they simply are setting out the mechanics - ey, .

- extent and subject miatter - of the discounts available 6 participants in the PRP),
© " If the Commission has any questions relating to the .nctiﬁcaﬁon, please do ot hesitate to call the guthor
- orthe soligitor contict listed below, - - '
 Yours faithfully
- CLAYTON UTZ

 pes Rachel Trindade - R . Contact . Alexandra Merrett .

. - Partner R T - Solicitor ' -
92866207 - . - vssem1z o
ririndade@claytomitz.com - e s e amerret@elaytonutz.oom -
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|  COMMONWEALTH OF mmnm
 Trade Practices Act 1974 - subsection 93(1)
" EXCLUSIVE DEALING: NOTIFICATION

- To ﬂw Austmhan Campetmm and Consumer Commission:

| Notice i is hereby. given, in acoordance with submmm 93 of the 'I?ad@ Pr“zmizws Act 1974 c;f

- particulars of conduct or of proposed conduct of a kind referred fo i subsection 47(2), (3), @), (5), (5) er S

(D, or pamgraph 4?(8}(3), (b) ot () or 9{a), (b}, (¢} or (), of that Actin which the person giving n@twe
engages or proposed 1o engage,

() SRS
TR Distribution (ﬂ” goli pmducts mannfmm;md by Caliaway G{:‘ﬁ‘ (’}ampany
@

®

MEIDOGREIONGRTSTL -

Nanie of petson giving nﬁtwa |
 Callaway Golf South Pacific Pty Ltd ACN 04 768 359

{Sex ﬁimcnm Ponthe baﬁk ﬁf fh:s me)

: 'Shm“t desm;man af busmess carmd ont by thai: pe:rsc:n

- Addmss in Ausﬁaha for service Gf documents on that pcrson

' 215 Adwlmd& Str&et, mean& QWENSLAND 4000

this rotice relatés:

i Golf clubs, putters, ga!f baﬂs, golf bags and aceesmms. N
' _})es@r:pmnn erf the eonduat m pmpﬁ%d wnduet. - i

- The supply of Callaway golf produets to Yetallérs ou the cthndmm that thcy Fol
" comply with the Preferred Retailer Program (PRP) temm, 2 i:o;ry of wm«:h s

provided with this notice.
' (See Diréetion 4 on the biack of this ‘E*“arm}

Class or.classcs or persons to which the c;-:induct- rglat%is:

Retailexs of Callaway golf products.

o Nutnber-of those permns

-(i) At prescnt tigne:

_ appmxumately 360 400

E (ii) ' Estmted within the m_s_axt year: o

approximately 300 - 400

: Desa:rxptmn of the gmds or services in rc:latmn to the supply or acqmsmen nf wm::h s

oA b
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(s} ‘Where sumber of p«:maus stated in- nam 3(b){1) is lc:ss than 50 thmr nm&s and
addresses:

- N/A

4. Nmm; and addtesms of pcrwn authtmzcd by the person gwmg thw mhcr.e |¢] provxde addmanzl L
' o 'mf'mnahan in reiatmn to this notlm - '

Clayton Utz
“Level 18-
333 Collins Street o
MELBOURNE vICa000.
- Attention: Rachel Trindade = -

2 __giyiﬁgtjhi notice: - |
. e (Slgnamre)
Date Dc'a’e“"““‘“"ﬁ"' ‘ .,msmoe . Steven Carl MeCracken

: S (Full name)

I)lrector, Gaﬁaway {solf South I’amﬁf: I"ty Ltd ERs :
S {Bescnpmn) S

| --’MELDQCS\&BQSES??Z‘S?.!: LI S e
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- DIREGTIQNS o _
1 | . If thezw is mmfﬁmmﬂ; space on thzs form for ﬂm mqu:red infﬁrmahon, the mfarmatmn isto he: .
© Y shown on ‘separate sheets, num’bmd conse.eutxva’iy aned sxgneii hy o O baha’lf of the person
giving the notice. - :
' 2 i the notice 35 gwefn by oron be:}mlf of § mrpomiwn, ﬂm name uf thﬂ cerpamtmn is to bﬁ

inserted in itemn 1(a), the not the name of the person sighing the mtxca, and the notzm istobe
signed by a person authorised by the corporation to do 50. '

: 31_.'1' . Initem l(b) degeribe that part of the ’tmsmess of the; persfm giving thf: na::-tme in the ctmrsc: cvf o
o - which the conduvet is engaged in, B

4, - _' ' ;i{f articulars of & condition ot of Teason r;;f the type ref‘mmd m in Sﬂbseman 4’?(2), (3) (4), S
. . {5) (6): {7), (8y or (9) of the Trade Praciices Act 1974 have been reduced in whole ot in part o
“writing, a copy of the writing is to be provided with the notice.

o 5 | Initern 3(a), describe the nature of the business carried on by the pmms’ referred toin that -
' - e,
gl Tnitem 3(b)(i), state an estimate of the highiest number afpersms “with whos the person
. giving the notice is hkely o denﬁl in the course of ngagmg in ﬂm conduct at any time during
the next year.
N(}TICE

' 'Ifthxa nﬁnﬂmﬁm isin rcﬁpﬁct of w:xdu«;t ef akind mfmed 6 in subsenﬁun 4?{6) or {‘?}, m' paragmp}a :

- 47(8)(c) or (9)(d), of the Trade Practices 4ct 1974 (“the Act™), it comes into force af the end of the petiod
prescribed forthe purposes of subsection 93(7A) of the Act {"the prescribed period") unless the

. Comunission gives a notice under suhw:u@n 9333{2) of the Act within tbf: preserxbmi period, or this
nonﬁcatwn i8 withdrawn. :

" “The presoribed period is 21 days (i this nofification i given on or before 30 Tune 1996) or 14 days (if thxs o
- notification is given after 3{) June 1996), smrung on the day when this nauﬁsatmn is gwm ST

If the Commission gives a notice under :subsectlon §3A(2) of t‘im Act mﬁm the pmmnbﬂd pcmd this -
notification will not come info force unless the Commigsion, after completing the procedures in seotion -

© . 93A or the Act, decides not to give a riotice under subsection 93(3A) of the Act. The notification comies
into foree when that decision is made.

If this notification is inrespéct of c:c:ndmﬁ of a kind referred to in subsection 47(2), (3 @or {(5), 0r -
paragraph 47(8)(3) ot (b) or (9)(a), (b) or (c), of the Act, it cories into force when it is given, -

| MELDOCS\G30\SST2ST.0
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- AUSTRALIAN PREFERRED RETAILER PROGRAM

~ SUBMISSION IN RELATION 10
NOTIFICATION OF EXCLUSIVE DEALING
21 DECEMBER 2000

~ Callaway Golf Company

L. Callaway Golf Company is a publicly listed American manufacturer of premium quality golf =
' clubs which are sold worldwide. Until 1 Janvary 2001, Callaway Golf products were imported
irito Australiz by Callaway Golf's exclusive Australian distributor Brognan Golf Pty Lid,
Effective 1 January 2001, Callaway Golf will be responsible for distribution of its products
through its wholly owned subsidiary, Callaway Golf South Pacific Pty Ltd.

2. The Callaway Golf philosophy is to produce produéts which are "demonstrably superior toand =
' pleasingly different” fror those offered by its competitors, In the 1999 year, Callaway Golf's
" total exports from the USA exceeded US$300 million. Further background information about ~
*Callaway Golf, including recent financial information, can be found af the Callaway Golf '
website (www.callawaygolf comm). :

" The Golf Industry

3. Thegolfindusiryis highly competitive, Callaway Golf's main iternational corapetitors are
' Amnerican msnufactorers such as Titleist (a subsidiary of Fortune Brands), Taylor Made (2 .-
- subsidiary of adidas), Ping and Cleveland as well as Japanese manufacturcrs such as”

Bridgestone, Mizuno, Dunlop (sold by Sumitomo Rubber Industries) and 8-Yard (a subsidiary
of Seiko). Many of these strong international competitors have not yet focussed on buildinga
large presence in Augtralia, but can easily do so,

4. Bariers to entry are low, as demonstrated by the success of Otlimar. Although Orlimar has~ .
7 been around for almost 40 years, it achieved break-through status in 1998 with the introduction
of 2 single product, the TriMetal Fairway Woods, reportedly achieving almost US$100 million -
in worldwide sales in 1998, Similarly, SRI has recenily been successful with aggressive:
marketing of its XXI0 model of Duniop golf clubs at the retail level in Japan.

5. Golf equipment manufacturers typically seek to differentiate themselves in this highly Co

% compefitive infernational industry by improving product quality and performance snd by -~
‘manufacturing a widé range of different ¢lubs to enable customers to better find the right club. -
Finding the right club is important to golfers seeking to gain maximum enjoyment froma very .

' demanding sport in which the quality of equiptrienit can make a significant difference.

6. . Callaway Golf custamers include both serious golfers who are prepared to invest time and.
‘money (golf course embership, lessons and regular practice) in ordet to achieve a level of
‘performance (handicap), as well as infrequent golfers who need the more forgiving goif club

designs popularised by Callaway Golf. Both'kinds of golfers typically demand both a high
_ guality product and specialist services such ag expert advice.
Gl Clubs

7. The vast mejority of golfers playing a typical 18 hole course would use a qarﬁhﬁxaﬁm of 3 :
T basictypesofehb: | N B

(@) woods (mimiﬁiy a df?"’ﬁf ﬁﬁd”_ﬁi}ﬁ or mote f#i:way-wwﬁs};
()  irons (f'mging'frdﬁx lonig distance irons to short pitching irons);end

| MELDOCSW707@26331.1 | | o .



21

12

B

__(e) : aputter

- ' _(‘Ehstmaally, wobds were mde usmg a wmdm galf club haad. but mmim weuds are -

gmmily xnade vnth mml heads: aﬁd m thmf*ow mmman‘ly lmawn as mﬂtai wmds )

The design of modem golf clibs i u; vm-y sophzstmatcd t‘:lubs have varymg charactmsux:s i

- regard to the materials from which they are made, their ‘weight, loft, shaft and flex. These
" characteristics have an sffect on {(among other ﬂmmgs) the angle and speed with ‘which the clu‘b ;

hits the ball. This is an important congideration in &emxmmmg the club most suitable to &
solfer's partioular physical characteristics and level of skill.

- 'Callaway Golf invests significant resources in research and deveiapmmt and quahty of
© . -materials to produce golf clubs which are considered technologically advanced and have

superior performance characteristics. Callaway Golf also invests congiderably in aﬁv&fﬁsmg'

. and prometion, including advértising and promoting the high level of quality and customer -

service associated with its brand. In the 1999 year, Callaway Golf spent over US$27 million -
on research and development and US$55 million on advertising and promotion worldwide.

. Si;eci#list'kemﬁcr Services
10, ‘It is not enough that the manufacturer invests in producing and promoting a technically - - S
_ support the product with a high level of speoialist mmﬂesr o

superior product. Retailers must also sup
services 10 enable each galfer to find the right ¢lub and tht:rc:by mkimise custorner

satisfaction. This i in turn Jncreases deimand for the product and Juanf' ies the investment in

producing a premium quality product. These speom}wt retailer services include: -

{» trained staff who possess a high level of knowledge as to the charastenguas of
- different clubs and the different needs of golfers associated with physwal
differences and levels of skill;

. {b) o stocking a full range of clubs so as tu cater tcs all petenual suatomers‘ )
© o éemonstmtmn areas in which customérs can test and comipare daﬁ"mm clubﬂ
- @ - 'sufﬂment “t:-'ammi staff available to spend time on-the floor with cast&mmm, and |
(e : - support for manufactm*er Warramy programs.

: Callaway Golf recognises the need 1o agsist retailers in pmvxdmg spwmhst rata:lzr services
and makes 4 considerable investment in training and equipping its retailers to provids those
gervices. For example, pradmt training is typioally pmwd&d to all new retailer staff within
4 weeks of their commencement. Callaway Golf often pays to bring fomsgn retailets to'its -
-k&aﬁqmﬂm it California for additional fraining,

E :qu Ridmg Concerns

- Pmrmum quahty pmdum:s (suech as Caliaway C}olfs pmdusts) are e:tpenswe o };)mdu:a and
stock, On the ‘other hand, it is pc:osmihlﬂ to manuficture a fow quality product very t’:haaply By
way of illugtration, the di fferemc ity wholesale price can range from $20 for a low quai:ty gaif o

club up to $1000 for a premivm quality golf club. - Specialist retailer services are expensive
and carmnot be charged for separately - they must be recouped in the product price. These:

- In particular, some retailers will deliberately discount premium quality brands to genetate

-

factors create a real risk of "free riding" by retailers who tnay seek to use the quality associated '
‘with premium quality brands in order to drive traffic in a manner similar to "bait and switeh”
‘ tactios.

increased overall salask but not necessmiy increased sales of the pr&mwm quality brand bemg )

- discounted. This is becavse, even after severely dissounting the retail price of the premivm
-quality product, that product is still more expensive than 4 slightly discounted low quality

i mmﬁcs\mmzem 1 L 5



14

S titnots srsTeMT s ayten vred I ey g

. _prc;duct which wzll pmv‘xde fhe; r&tmlm‘ wﬁh a bxggm' margm pﬁr pmduct sald Remalem whn

engage in this form of free ndmg ‘do not invest in spesialist rétailer services and they do not
seek to assist customers in finding the right ¢lub merely it *the cheapest club ‘they retail the -

*“products they carry like a commodity product.

| Although the manufacturer can. mmumgt and ass:st retailers by be.anng the cost of :m:nmg g0 -

that retailers have the g:xp@rhsc to provide specialist retailer services, manufachirers cantiot

" ensure that this expoertise 15 actually used.

Golf Retadlers

15,

16

ST

- Atihe r&tmi !evei gcxlf clubs m“e sold by on*ecoume pmfc%mcml goif shups or off - course
retailers. fo«caursa tetailers include:

o off-course specialist golf shops; | )
- ~retail department stores with apwmlty sports dcpmmmts, and
L genml spm’l:s rmier&

'Appmmzmtely 26% uf all gnlf eiu‘b sa‘ies in Ausualm ate nm;ia by en»cnumes pmfessmnai{ ge!f =

shiops. For premium quality products, 30% of all sales are made: by on-course professional
golf shops. For Callaway Golf products, 40% of all sales are made by on-coursé professional

golf shops and 60% by specialist golf shops. Less than 1% of C‘nﬁaway Golf products are sold _

by other types of off-course retailers. Specmlwt golf retailers (on-course professional geif
- shops and off-course specialist golf ahmps) are the fundamental ratail channels for premium
- guality products in Australia as they are the retailers who offer the highest level of specialist
retailer services,

It is imperative that the investment made in producing a high quality product and pmwdmg a

“high level of spmmhat retailér services is not eroded by refailers seeking to free ride off this
investment by others. - Given that specialist reteiling of golf equipment mcwm:s a "bricks and
- mortar” retail outlét, Callaway Golf is mindful of the risks posed by e-tailers in thisregard. .
' Specialist golf retailing necessarily involves face to face contact and time on the floor with the
‘customer matching the qualities of the product and the needs of the customer, Having used
these services to find the right ¢lub &t a "bricks and mortar” outlet, customers can then seek to -+
. purchage that club over the internet.

| 13'-"'

 The Preferwﬂ Retailer Program

B

3 2(),-'__

| MELDOCS\6H7S2633L1

- 1t would be highly damaging to the mmpc:mvemss of the industry if spcmalmt golfretailers - '
- were dissuaded from providing a high level of specialist retailer services.

Callaway Golf wishes to ¢ ensure oustomer. sahafaauon b;s,r mp;alymg its pwduct to mtaﬂers wha o

gre committed fo providing the specialist retailer servives which are critical to austomer
satisfaction and goodwill. Por this réason, it hias embarked on a worldwide preférred retailer
program (PRP) which it now wishes to introduce into Australia from 1 January 2001,

“The PRP does not seek to introduce any form of resale pnce maintenance, nor is it motzvated
by the type of concerns which typically motivate resale price maintenance. For example,
resale price maintenance often secks to preserve an image of prestige in order to Justify

consumers a retai} price which 1s Mghar than otherwise justified by the quahty or

" characteristics of the product, By contrast, the concern in this instance is to cnsure customer
_ satisfaction which will then encourage, reward and protect investment in producing a o
technically superior produét and in providing a specialist retailer services, For thiseason the ~

PRP is pro-competitive,
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91, The PRP sets out eb;mﬁvc stan&m‘ds whwh rcta:lc:rs of Caliaway Galfproducis must: satzsﬁ;
: © Tt will be 2 condition of Callaway Golf's supply of products to retailers that they satisfy
- objective standards (pr@fmad rétailers). Cailaway Golf understands from its discussions wﬁh co
retailers that there is broad support for the concept of a PRP and is hopeful that, of the 300-400
Australian retailers previously supplied by its distributor Brosnan Golf, all of these retajlers '
will choose to meet the objective standards and qualify as preferred retailers,

' Key 'I‘m*ms of the PRP

22. - To preservet the integrity of the PRP, preferrcd retailers are restricted from pumbaamg new . .
Callaway Golf ;:amduc:ts from sources other than Callaway Golf or other: preferred wtmlars R
(clause 2. 5y and froni selling Callaway Golf products other than'to consumers or other
preferred retailers (clause 2.6). Proferred metailers are also subject to certain restrictions as to
_ thc. approved retail outlets from which the:y may ¢ sell Cailaway Golf products (¢lause 2. 7 and -
the sale of Callaway Golf products other than from "bricks and mortar” retail shops (clause
© 2.8). These restrictions address the free riding concerns indicated above.

.- 23, The PRF does not impose a resiriction on pmt“erred retailers mgkang other braﬁds In fat;t,
© o Callaway Gﬁlfpmfm retailers who stock a full range of pmmum quality ] brands to allow its
- product to be measiured against and eompwd with other premium quality golf chubs, The aniiy _
‘THmitation imposed by the PRP in this regard is to restrict preferved retailers from stocking
products which infringe and unlawfully trade upon the intellectual property rights of Callaway

Golf (clause 2.12).
24 The PRP does not seek to resirict or affect price competition in any way.
s Preferved retailers are r&qmrcd to conduct brand advertising for Callaway Golf products ami

are limited to price advertising for Callaway Golf products at point of sale only (clause 2. 9).
*There is no restriction on general advertising. The rationale for the restrictions with fespect to -
advertising of Callaway Golf pmducts is to address the "hait and switch” practice, deseribed .
ahove, of deliberately &mccmntmg premium brand products to generate increased overall sales
 for the retailer. This practice is to be distinguished from genuine price competition between
‘retailers which is envouraged.

26, The PRP tecuires preferred retailers to provide a consistent standard of promotion and
o advertising. To this end retailers are provided with merchandising displays and materials o
(clause 1.10), which they must use only for Callaway Golf products {clause 3.2) inan areaset -~
- gside for that purpose (clavse 2.2). '

: ;:I’ubhc ?ﬁeneﬁf

. 2‘-7; _ -Caiiaway Golf does not believe the }?RP wou!d hav¢ the affeat of substanuaiiy lasseznmg o
. competition between retailers. It is ;:rmwwmpstitwe The PRP is designed solely with f:}w S
purpose of ensuring customer sansfach{m which is sssociated with the Callaway Gelf brand, to :
encourage and protéct the: mv&stmsnt in produicing & high quahty product and providing a high -
Jevel of specialist retailer services. The retailing of golf clubs is highly competitive, “This to
some extent naturally fosters emmpatmon at the level of g&nerai service, However, mtheuﬁ _
- gelective distribution programs such as the PRP, retailers will be dmoumgcci from mwmng mo
: _spesmialmt retailer services and competition (which is highly dependent upon these services
being provided by retailers) would suffer.

© 28.: . For effective inter-brand competition, it is nwa&saw that retailers invest in offering 2 full range
"~ - . of specialist retaller services to allow mmmgﬁzl eomparison between brands and product -
* . differentiation. These specialist retailer services eannot be charged for separately by retailers,

- Manufacturers can provide training but cannot ensure retailers use that training to provide
spe@:aimt services. By encouraging retailérs to invest in a full range of specialist retailer
services, the PRP encourages inter-brand competition. By seeking to lunit free riding by

- retailers who are not prepared to invest in specialist retailer services, the PRP encoutages

- MELDOCSV707626331.1 Ca
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strong initra-brand compeﬂtmn hetwe:«m mtaﬂers of Callaway Cw'ﬁlf pmducts By dmng; $0ina
manner w%u&h does not restrict retail prive competition, the PRP almws eustomers to denve:
maxitmirn benefit from this enhanced competitive environment. :

“Clayton th
" 21 Decémber 2000

MELDOCSI6T076263311 -
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ATTACEMENT

ST PaTe i

The fqlimwmg rctaﬁ data fﬂr Austraha %8 hascd upmz Iaxsmncal saies f’:guwa avm}abla 1o Callamy Gmlf‘a o ._ o

cutrent Australian d;smbutm, Hmsmn Golf, and management estxmatas I’recxsa sales data is net
* available. :

A Callaway Golf t:iuhs mpmsmt th& feimwmg shams Ofmmi sales (base d o S Valuﬁ) w*zthm S L

- Australia:

SR ﬁaﬁuway Gulf - Retail Sales
' 1Total Golf ﬁlub.ﬁ;alﬂs - Y

Metal Woods | 25%
frons I  15%

~B. .- Total golf club sales pﬁmmtages (i:nawei on b value) for other prexmum quahty bmn&s are. a8
Y -ﬂ:llom :

. Emad ’X"aml Galf Ciu‘b Sale.s B
- Titleist . .' o h% :
" {Taylor Made _ A%
 |Ping 4 2%
 {Mizuo B 2%

: Cieveianzd b 05%

. 3_.(::‘ ) - .-_Indlﬁatl\fﬁ? fmﬂ Wcas fﬂl’ pl—enum thw nwmi WG(}dS (pﬁl' Ciuy{)} m ;9-5 f‘)nﬂws

Bra-nd o Imiwabw retnii pm:e
S S (me;talwwﬂ)
- {Mizuno - B $800
Callaway Golf . . $700
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\Ca]laway ﬁc&li’ Preferred Rai:aﬂar ngmm (I’R?)
Effec:t:wa 1 January 2(}1}1

K Cal!away G&lf mmpmzy‘s phimsnphy is tn crcatc:, pmdum and merchandxse: galf ¢lubs and relatmi s
~ products that are demonstrably superior 10, and pleasingly different from thosc offered byits
 competition. This: philasophy requires a substantial investment of money and effort to vesearch _
* and development of new products, to advertising those products, and to training and supporting an’
~ excellent retail distribution netwurk around the world.

- Callaway Golf Company is dedicated to maximising the vahig of the investment by lelaway Golf - .
" Company and its relail accounts; and to protecting its pmdmta from unfair freatment in the market placf: o
Ini furtheranice of this philosophy Callaway Golf Corapany has infroduced selective distribution systeam
- worldwide so as to work exclusively with Preferred Retailers, _

" InAustralia, Callaway Golf (via its wholly owned subsidiary Cailaway Golf Sonth Pmﬁc Pty Ltd) plans 'j.
B (- introduce the Preferred R@tmler Program from 1 January 2001 :

Preferred Retailers fully promote, service, and stock the Caliaway Golf and Odyssey brands T remm : |
“they qualify for certain monetary benefits dependmg on timing and volume of pumhamsﬁ as well as form
of’ payment. Preferred Retailers also qua“lify for savings on demongtration and personal use galf clubs,

The Preferred Retailer Program will be open to quality accounts that agree to the cormmim&nts detaﬂed -
on the following pages. Preferred Retailers will be reviewed periodically to deterrnine if they are meeting -

. the requirements for continued inclusion in the Program, Retailers who- do not meet or maintain Preferred o
* Retailer Program requirements and standards will be subject to termination,

1. Callaway Golf's General Obligations

1.1 0 Callaway Golf will continue to invest sagmficant raswmm m Re@camh am:i ]I}m:lepment in R

order to supply ifs Preferred Retailets with the most chstxmtzva and tac:hnalngwany advamed :
- products in the market place. : _ _
| 12 ~ Callaway Golf will supply its P‘mfmﬁd Rﬁtmlers with pmdums mf:etmg bath (Z:‘allway Goif's |

standards and the demands of the market place, subject to avaﬂabﬂﬁy of smh

13 L - Callaway Golf will promote, advertise. :md market its brands and pmducts to mairitain thc :
S prestige and image of the Callaway Golf and Gdyssey brands,

' 3'1,54 | Due to the special technology of its products, Callaway Golf will pmmde kmal produﬂt
"~ training sessions and serninars for the benefit of its Preferred Retailers.

o 1.5 Callaway Golf is dedicated to launching all new products. within two weeks Woﬂ& wxde,
' . subjectto product availability and market conditions. . .

E B 16 L Cal!away Golf ig striving to provide its Preferred Remlers xmth fair and aaﬁsistent wholesa}e
S pricing, subjeet to exchange rate and US wholesale pm;mg variations.

B O A _C:al!away Golf will provide its mearmd Retmiers with & Performance Banus ngmm bascd
' Soon pumhasm and certain other criteria.

o _ 1.8 - Callaway Golf will offer its Preferred Retailers demanmtxen gﬁif clubs af a discounted pﬁce,
o : depending on volume of full price purchases as well as the Preferred R@tmi::rs perfammncﬁ
and history. :




19 Callaway Golf will offer fs Preferred Retailes golf clubs and other equipmentand
. acvessories at a discount for personal use under the personal use discount program (PUD
Prograni). The PUD Program is available to owners, managers and key employees consistent . -

with the acoount's performance and history.

140 Callaway Golf willprovide is Preferred Retalers with merchandising displays and other
- merchandising materials in reasonable quantities,” T g )

2. The Preferred Retailer Agrees: |
21 - Topay bills on time.  Participation in the Dirééi ﬁébit’i?iﬁgﬁam'i’s enwmg&&  '

22 - 'To maintain the high level of customer serviee assosiated with the Callaway Golfand, -~
. Odyssey brand images. “This is 1o be accomplished by having an appropriate premium position
set aside for display of Callaway Golf and Qdyssey products, giving those products a L :
. positioning equal to or better than any other brand, ensuring that customers havean - ©
- opportunity fotest demonstration clubs and receive appropriate advice as fo the clubs most -
" suitable for them and making sure that current point of sale materials ate easily available to-all
custorers.,

23 To stock a comprehensive, mutually determined, core selection of the Callaway Golf and
' Odyssey product lines congisting oft : _ '

- Callawsy Golf Clabs and Putters o
. . CaﬂﬁWﬁY'ﬂags-and Acceséériés .
- Callaway Golf Balls
. Odyssey I’ut’ters_ | o
" consisent with mavket condidons,the seounts prot history of parcass,and seasonty.

_-EA' o Te set, in consultation wﬂh their -Caﬂaﬁsyﬂdifmprmmaﬁvu; -aﬁ-&ﬁm&!-’;ﬁiuﬂhasc target of
'  Callaway Golf and Odyssey products. ' : R

25 To promote the intellectoal property rights of Callaway Golf and Odyssey, and thereforenot
- " to purchase Callaway Golf and Odyssey products (other than second hand products) from -~
~ sources other than Callaway Golf, or Proferred Retailers.

26 Tofunotion as retailers, not wholesalers, of Callaway Golf and Odyssey products. Preferred
' " Retailers are permitted to sell Callaway Golf and Odyssey products only to consumers and
. other Preferred Retailers in Australis, ' .

27" 'Fooperate only from approved retail outlets, being such outlets as cvaluated and approved by -
" Callaway Golf. In determining whether an outlet should be appoved, Callaway Golf shall
" consider the ability of the Preferred Retailer to meet the high standards of Callaway Golf and,
‘in particular, to comply with the terms of the Preferred Retailer Progtam from such an outlet.
~If the Preferred Retailer operates from more than one retail outlet, then the Preferred Retailer
understands and agrees that Callaway Golf shall retain the unilateral right to determine, ona .
- case by case basis, whether any particular retail outlet shiall qualify-as an approved retail outlet
- eligible to participate in the Preferred Retailer Program. The Preferred Retailer's decision 1o o
" open new retail outlets shall not obligate Callaway Golf to supply Callaway Goll or Odyssey - '
Golf products to those particular retail outlets. The Preferred Retailer further agrees that it
~ shall not seli Caltaway Golf and Odyssey Golf products from other than approved retail
- gutlets without Callaway Golf's prior written consent, :
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f:.z.‘ﬁ -~ Nt to seﬂi any Qaﬂnway Golf or Qdysmy prcduwts ’by mail order tclephcmr:, radm,

telmsm, email, Internet or any other electronic media mtlmut pnor Wnttm’: apymvai by
- Callaway Golf and Odymy Golf. _ :
29 - Not to advertise the price at whmh the memd i{&tmler se:}lg Ca!inway G«tﬂf or ()dyssey

_ products, other than price sdvertising at point of sale atan appmv«zd retail outlet. B
210 - To undertake brand advertmmg of the kind a;}prwed from time to time by Callaway G@!f S

211 Not to dispatage Gailaway Ge!f and Odyssey products, or use them ag the target of bait md
L switch or loss Teader selling practices; Tt is acknowledged that the price at which each -
Preferred Retailer sells Callaway Golf or Ot!yssey products is entirely at the discretion of this
. Preferred Retailer.

0212 Nottostoek m” promote the sale of unlaviul copies, counterfeit or knock-off golf clubs which
mfiinge or unlawfully trade upon the intellectual propea‘ty rights of (Zsﬁlaway Golfand =~
Odyssey or which in Callaway Golf's reasonable opition ‘wifaiddy trade upon the name, :rnagw £
‘or design of Callaway Gelfor Gdyssey proc}ucts :

243 ’I‘o support Callaway Ga’lf and Odyssey world»mde watranty pmg,ram and to use their best
o “efforts to cnsure that regardless of point of purchase the Callaway Golf consumer is not
 disadvantaged in respect of & warranty claim 0f repair request. Ifa waﬂaﬁty oard program is
implementes, Preferred Retailers will complete and send in ‘warranty cards to Ca‘ﬂaway Gﬁlf

214 : . To abide by all of Callavay Golf Tma and Condlitions a8 published and pcm&cally revised,

215 Toretumall advertising, promotional, pmnt of sale, digplay or other Camtway Golf and
) Odyssey Golf material upon termination of the Preferred Retailer Agreement.

3. The Preferred Retai!‘er Further Agrem: |

o 31 " Torequire-that sales staff participate i in ﬂaﬂaway Gnlf ami (}dys&ay pmdugt and sales - S
- training sessions if and when offered locally by Callaway Golf so that they will bc ableto .

- fully &xp}am and pmmom ‘the bena-ﬁts of Callaway’ Gulf and Gdyssc:y produc;ts ' o

32 . Touse Callaway C;o!f and (}dyssey spemfic d!splay stands, when supp]wd by Caﬂaway Gulf
© - and Odyssey, for display of Callaway Golf and Odyssey pm&act& cmly _ .

B 33 o To pammpate in‘and actively promctc: Damz:m&ahen Days as provxdr:ri by Csal!away Go%f ;
: and Odyssey locally.
: ;M - Toretain demnnsmnon chzbs in the s’tc:xm ami use for :ﬁlemmszzatmn plurposes cnly throughaut a

the season. Demonstration clubs cannot be sold during the season. Preferred Retailers will
keep accnrate records of demonstration elub usage on forms provided by Callaway Golf, -

35 " To actively promote Callaway Golf and Odyssey products. If the Preferred Retailer
o advertises Callaway Golf and Odyssey products, the Retailer will submit copies of
advertising materials to the outside sales representative after publication.

3.6 - Toallow Callaway Golf and Odyssey representatives t inspect inventory levels of” {Za‘!}away . | g

. Golf and Odyssey products upon request.
‘4. Term and Termination N | o o
o 41 - - The teem of the Frefermd Retailer Amﬂmmt is ﬁ*om the ciatc of mgnamw by both. partms zm_tsl- '

_Dec. 31,2001, The Preferred Retailer Agrecment will aummmmaily be extended for an
| additional twelve (12) months if not terminated by mthar party, as set. f’orﬂx in pamgraph& 42
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. and 43 below, ﬂurty {30} days prmr tﬂ the emi :::f t}m calendar ywar

42 - Gailamy Golf rese:was the nght to ma&;fy or mnnate ths Prefmad Retailer ngfam of the -
o - _E'rafmed Re’iaaler Agmﬁment by pmwdmg ﬂurty (3{}} days wnttm namf: to the Retailer. - '

43 . The Preferred Retailer may tnmnnate the Prefmad Ratmle:r Agmmcnt by pmwcimg thmy
X {30) days written notme ta Callaway Golf.

A4 Caﬂaway Golf» !‘ﬁSf:!’VSﬁ the nght 10 munedzmly ternunate ﬂm Prafamad Mﬂer Agrcemnt
- without penalty if:

» the: ?refm'ed Eetaﬁar matma!iy bmaches the meerred Rﬁ’tﬁﬂm‘ Agraemant or thc -
- - Terms and Candxmns, _

e N | thereisa nhangc in tlm l@gal structut‘c, t‘:W:mrshxp, mamgament or n“admg name af’ '
the Preferred Retailer; or '

e tka Pref::rmé Retailer is insolvent (mtbm the maanmg af‘ thc Coxporatxms Law} or in t]w case
of an individial who declares bankruptey, or the Preferred Refailer becomes an externally administered
- body corporate (within the meaning of the Corporations Law) or a dontroller (within the meanig of the
~ Cotporations Law) enters into possession or assumes control of any part of the assets or undertaking of
. the Preferred Retailer.
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