
Callaway Golf Company Announces Fourth Quarter And Full Year 2012
Results And Provides 2013 Guidance

 Q4 2012 Earnings Release

 Q4 2012 Financial Tables

 

- 2012 Fourth Quarter net sales of $118 million and pro forma loss per share of $0.49 are consistent with the
Company's guidance last quarter. GAAP loss per share of $1.03.

- 2012 Full Year net sales of $832 million and pro forma loss per share of $0.78. GAAP loss per share of $1.98.
- Callaway estimates full year 2013 net sales of approximately $850 million; pro forma net income at

breakeven; and pro forma loss per share of $0.04.

CARLSBAD, Calif., Jan. 30, 2013 /PRNewswire/ -- Callaway Golf Company (NYSE:ELY) today announced its fourth
quarter and full year 2012 financial results. 

GAAP RESULTS. 

For the fourth quarter of 2012, the Company reported the following results:

Dollars in millions except per share amounts 2012 % of Sales 2011 % of SalesImprovement / (Decline)

Net Sales $118 - $154 - ($36)

Gross Profit $8 7% $38 24% ($30)

Operating Expenses $80 67% $87 57% $7

Operating Loss ($71) (61%) ($50) (32%) ($21)

Loss per share ($1.03) -($1.01) - (0.02)

For the full year 2012, the Company reported the following results:

Dollars in millions except per share amounts 2012 % of Sales 2011 % of SalesImprovement / (Decline)

Net Sales $832 - $887 - ($55)

Gross Profit $247 30% $311 35% ($64)

Operating Expenses $364 44% $392 44% $28

Operating Loss ($117) (14%) ($81) (9%) ($36)

Loss per share ($1.98) -($2.82) - $0.84

NON-GAAP PRO FORMA FINANCIAL RESULTS.

In addition to the Company's results prepared in accordance with GAAP, the Company has also provided additional
information concerning its results on a non-GAAP pro forma basis. The manner in which the non-GAAP information is
derived is discussed in more detail toward the end of this release and the Company has provided in the tables to this
release a reconciliation of this non-GAAP information to the most directly comparable GAAP information.

For the fourth quarter of 2012, the Company reported the following non-GAAP pro forma results:

Dollars in millions except per share amounts 2012 % of Sales 2011 % of SalesImprovement / (Decline)

Net Sales $118 - $154 - ($36)
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Gross Profit $16 14% $41 27% ($25)

Operating Expenses $74 62% $79 51% $5

Operating Loss ($57) (49%) ($38) (25%) ($19)

Loss per share ($0.49) -($0.41) - ($0.08)

For the full year 2012, the Company reported the following non-GAAP pro forma results:

Dollars in millions except per share amounts 2012 % of Sales 2011 % of SalesImprovement / (Decline)

Net Sales $832 - $887 - ($55)

Gross Profit $283 34% $333 38% ($50)

Operating Expenses $353 42% $373 42% $20

Operating Loss ($70) (8%) ($40) (4%) ($30)

Loss per share ($0.78) -($0.63) - ($0.15)

"Our pro forma financial results for the fourth quarter and full year reflect both the previously reported challenges our
business faced during 2012 as well as the actions we took during the year to prepare our business for a turnaround in
2013," commented Chip Brewer, President and Chief Executive Officer.  "While our 2012 financial results were
disappointing, as I look back on the year, I am very pleased with the pace and direction of change we implemented.
During 2012, we made several key additions to the senior management team, sold the Top-Flite and Ben Hogan
brands, licensed our footwear and apparel businesses, began transitioning our GPS business to a third party model,
strengthened our presence on tour worldwide, restructured our Americas and European sales organizations, improved
our manufacturing and supply chains, re-energized our global product development team, overhauled our approach to
global marketing, refinanced a majority of our outstanding convertible preferred stock with less expensive 3.75%
convertible debt and implemented major reductions in force and other cost reductions which should result in
annualized savings of $60 million. These changes are also driving cultural and behavioral changes at Callaway which,
along with our renewed focus on our core golf clubs and golf ball businesses, should serve as the keystone to our
turnaround."

"Looking forward, I am encouraged on several fronts," continued Mr. Brewer.  "On a macro basis, we continue to
anticipate a slow but steady market recovery in the U.S. as well as growth opportunities in Asia. During the second
half of 2012, we saw stabilization of our overall market share and lower retail inventory as a result of improved
sell-through performance in most of our key markets.   Additionally, we are encouraged with the early response we've
received on our 2013 product line and marketing message.   Our expectation is to re-gain hard goods market share in
each of our major markets (Americas, East Asia, Southeast Asia Pacific and Europe). Despite this optimism, we
remain mindful that there is much work to be done, we continue to anticipate an extremely competitive market place,
and we know that our success ultimately will be determined by the consumer as measured by both sell-through and
customer loyalty generated from our product performance and brand appeal.  All things considered, I remain confident
in our turnaround plans and optimistic on our long-term outlook.  All of us at Callaway are excited for the start of the
2013 season."

Business Outlook

The Company provided guidance for the full year and first half of 2013 as follows:

Net Sales

The Company estimates that net sales for the full year 2013 will be approximately $850 million compared to $832
million in 2012.  Net sales related to the Company's continuing brands and business were $772 million in 2012, with
net sales relating to the brands and businesses that were sold or transitioned to a third party model of approximately
$60 million.    

The Company estimates that net sales for the first half of 2013 will be approximately $555 million compared to $566
million in 2012.  The Company's estimated net sales for the first half of 2013 would represent an increase of 7% over
the first half 2012 net sales of $519 million related to the Company's continuing brands and business.

Earnings



The Company estimates that 2013 full year non-GAAP pro-forma net income will be breakeven with a non-GAAP pro
forma loss per share of $0.04 due to the impact of dividends paid on the Company's outstanding convertible preferred
stock.  In 2012, the Company's non-GAAP pro forma loss was $43.9 million with a non-GAAP pro forma loss per
share of $0.78.

The Company estimates that first half 2013 non-GAAP pro forma net income will be approximately $28 million (an
increase of 33% compared to $21 million for the same period last year) and that non-GAAP pro forma earnings per
share will be approximately $0.33 per share as compared to $0.25 per share for the first half of 2012.  

The non-GAAP pro forma estimates of net income and earnings per share exclude for 2013 carryover charges related
to the Company's prior cost-reduction initiatives and exclude for 2012 gains and charges relating to the sale of the Top
Flite/Ben Hogan brands and the cost-reduction initiatives. The pro forma estimates for both 2013 and 2012 are based
upon an assumed tax rate of 38.5%. The schedules to this release include a reconciliation of the non-GAAP
information to the most directly comparable GAAP information.

Conference Call and Webcast                       

The Company will be holding a conference call at 2:00 p.m. PST today to discuss the Company's financial results,
business and outlook for 2013.  The call will be broadcast live over the Internet and can be accessed at
www.callawaygolf.com.  To listen to the call, please go to the website at least 15 minutes before the call to register and
for instructions on how to access the broadcast.  A replay of the conference call will be available approximately three
hours after the call ends, and will remain available through 9:00 p.m. PST on Wednesday, February 6, 2013.  The
replay may be accessed through the Internet at www.callawaygolf.com or by telephone by calling 1-855-859-2056 toll
free for calls originating within the United States or 404-537-3406 for International calls.  The replay pass code is
90593160. 

Non-GAAP Pro Forma Information:  The GAAP results contained in this press release and the financial statement
schedules attached to this press release have been prepared in accordance with accounting principles generally
accepted in the United States ("GAAP").  To supplement the GAAP results, the Company has provided certain
non-GAAP pro forma financial information.  The non-GAAP financial information included in the press release and
attached schedules present certain of the Company's financial results excluding charges for (i) the Company's global
operations strategy, (ii) non-cash impairment charges, (iii) non-cash tax adjustments relating to or as a result of the
establishment of a deferred tax valuation allowance, (iv) restructuring charges, (v) the gain on the sale of three
buildings, (vi) the gain recognized in connection with the sale of the Top-Flite and Ben Hogan brands, and (vii) the
cost-reduction initiatives. In addition, the Company also provided additional non–GAAP information about its results,
excluding interest, taxes, depreciation and amortization expenses as well as impairment charges ("Adjusted EBITDA").
For comparative purposes, the Company applied an annualized statutory tax rate of 38.5% to derive the non-GAAP
earnings/loss per share and Adjusted EBITDA.  The non-GAAP information should not be considered in isolation or as
a substitute for any measure derived in accordance with GAAP.  The non-GAAP information may also be inconsistent
with the manner in which similar measures are derived or used by other companies.  Management uses such
non-GAAP information for financial and operational decision-making purposes and as a means to evaluate period over
period comparisons and in forecasting the Company's business going forward.  Management believes that the
presentation of such non-GAAP information, when considered in conjunction with the most directly comparable GAAP
information, provides additional useful comparative information for investors in their assessment of the underlying
performance of the Company's business without regard to these items.  The Company has provided reconciling
information in the attached schedules.

Forward-Looking Statements:  Statements used in this press release that relate to future plans, events, financial
results, performance or prospects, including statements relating to the estimated sales, income and per share
results for 2013, the estimated savings or charges (or timing thereof) related to the cost-reduction initiatives, future
market recovery, growth opportunities, or market share gains, success of the 2013 product line, the Company's
recovery/turnaround, and long-term outlook are forward-looking statements as defined under the Private Securities
Litigation Reform Act of 1995.  These statements are based upon current information and expectations.  Accurately
estimating the forward-looking statements is based upon various risks and unknowns including delays, difficulties, or
increased costs in implementing the cost-reduction initiatives, consumer acceptance of and demand for the
Company's products, the level of promotional activity in the marketplace, as well as future consumer discretionary
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purchasing activity, which can be significantly adversely affected by unfavorable economic or market conditions, as
well as future changes in foreign currency exchange rates. Actual results may differ materially from those estimated or
anticipated as a result of these unknowns or other risks and uncertainties, including continued compliance with the
terms of the Company's credit facility; delays, difficulties or increased costs in the supply of components needed to
manufacture the Company's products or in manufacturing the Company's products; adverse weather conditions and
seasonality; any rule changes or other actions taken by the USGA or other golf association that could have an adverse
impact upon demand or supply of the Company's products; a decrease in participation levels in golf; and the effect of
terrorist activity, armed conflict, natural disasters or pandemic diseases on the economy generally, on the level of
demand for the Company's products or on the Company's ability to manage its supply and delivery logistics in such an
environment.  For additional information concerning these and other risks and uncertainties that could affect these
statements, the golf industry, and the Company's business, see the Company's Annual Report on Form 10-K for the
year ended December 31, 2011 as well as other risks and uncertainties detailed from time to time in the Company's
reports on Forms 10-Q and 8-K subsequently filed with the Securities and Exchange Commission.  Readers are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. 
The Company undertakes no obligation to republish revised forward-looking statements to reflect events or
circumstances after the date hereof or to reflect the occurrence of unanticipated events.

About Callaway Golf

Through an unwavering commitment to innovation, Callaway Golf Company (NYSE:ELY) creates products designed to
make every golfer a better golfer. Callaway Golf Company manufactures and sells golf clubs and golf balls, and sells
golf accessories, under the Callaway Golf® and Odyssey® brands worldwide. For more information please visit
www.callawaygolf.com or shop.callawaygolf.com.
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