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KPMG ABN: 51 194 660 183

147 Collins Street
Melbourne VIC 3000

GPO Box 2291U
Melbourne VIC 3001
Australia

Private & Confidential 08 October 2014
Australian Sports Commission
Leverrier Crescent,

Bruce, ACT - 2617
For the attention of Gavin Macdonald

Dear Gavin,
Strategic Rationale for transition to the ‘One Golf’ Model

KPMG Financial Advisory Services (Australia) Pty Ltd (of which KPMG The Strategy Group
is a division) (KPMG) has been engaged by Australian Sports Commission (ASC) to prepare
a review of the current business model of Golf Australia (GA) and its State organisations.
The services consist of a current state assessment, business model re-design and
recommendations & implementation plan.

This report sets out KPMG'’s findings and has been prepared in accordance with the
Consultancy Agreement dated 14 August 2014 and the basis of preparation set out on the
following page.

KPMG as the lead consultant has relied on work performed by Gemba Group, Bastion, GA
and the ASC to prepare the data and provide an analysis, to outline the rationale for
transitioning to the ‘One Golf’ model.

© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.
KPMG and the KPMG logo are registered trademarks of KPMG International.

Telephone: +61 3 9288 6139
www.kpmg.com.au

This report is prepared solely for use by the ASC and GA and for the purpose detailed
above. It is confidential to ASC and GA and it is given on the understanding that it is not
communicated, in whole or in part, to any third party without KPMG's prior written consent.
KPMG expressly disclaims any and all liability for any loss or damage of whatever kind to
any person acting on information contained in this report other than ASC.

We thank you for the opportunity to work with you on such a critical decision for the game of
golf, and look forward to working with you again in the near future.

Yours faithfully

Adele Thomas Noel Leung

Partner Engagement Director



Notices

Important notice to recipients of this report other than ASC and GA

No reliance unless reliance letter executed

The basis of preparation of the attached report is discussed on the following page

The attached report should not be regarded as suitable for use by any person or persons other than ASC and GA

A party, other than ASC, may only rely on the attached report if it has executed a formal letter of reliance with KPMG. If you have not executed a formal letter of reliance with KPMG, KPMG :
- owes you no duty (whether in contract or in tort or under statute or otherwise) with respect to or in connection with the attached report or any part thereof

- will have no liability to you for any loss or damage suffered or costs incurred by you or any other person arising out of or in connection with the provision to you of the attached report or any part
thereof, however the loss or damage is caused, including, but not limited to, as a result of negligence

If you have not executed a formal letter of reliance with KPMG and you wish to rely upon the attached report or any part thereof you will do so entirely at your own risk

Basis of preparation

The services provided under the Consultancy Agreement (‘Services’) have not been undertaken in accordance with any auditing, review or assurance standards. Any reference to ‘audit’ and ‘review’,
throughout this report, is not intended to convey that the Services have been conducted in accordance with any auditing, review or assurance standards. As our scope of work does not constitute an audit
or review in accordance with any auditing, review or assurance standards, our work will not necessarily disclose all significant matters about GA and State Organisations or reveal errors and irregularities,
if any, in the underlying information.

We have prepared this report on the basis of information provided to us by ASC, GA, State Organisations, Bastion and Gemba and representations made to us by their management. We have relied upon
the truth, accuracy and completeness of any information provided or made available to us in connection with the Services without independently verifying it. We do not accept responsibility for such
information which remains the responsibility of management. Details of our principal information sources are set out in Appendix 1.

This report makes reference to ‘KPMG Analysis’. This indicates only that we have (where specified) undertaken certain analytical activities on the underlying data to arrive at the information presented

We have provided ASC with a draft of our report prior to its issue in final form. ASC has not indicated anything to KPMG to suggest that the information contained therein is not materially accurate,
complete and fair in the manner of its portrayal or that it does not form a reliable basis for the financial analysis.

ASC has been responsible for ensuring that information provided by it or its representatives is not false or misleading or incomplete. Complete information is deemed to be information which at the time of
completing this report should have been made available to KPMG and would have reasonably been expected to have been made available to KPMG. ASC will reimburse any indemnified party for all
expenses (including without limitation, legal expenses) on a full indemnity basis.

We note that caution should be taken in drawing conclusions based on the financial information provided by GA.

The forecasts and projections as supplied to us are based upon assumptions about events and circumstances which have not yet transpired. We do not make any statement in this report as to whether
any forecasts or projections included in this report will be achieved, or whether the assumptions and data underlying any prospective financial information are accurate, complete or reasonable. We do not
warrant or guarantee the achievement of any such forecasts or projections.

KPMG and the individuals responsible for preparing this report have acted independently. KPMG was remunerated a fixed fee amount, with no part of the fee contingent on the conclusions reached, or the
content or future use of this report. Except for these fees, KPMG has not received and will not receive any pecuniary or other benefit whether direct or indirect for or in connection with the preparation of
this report.
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Executive Summary
A ‘One Golf’ model unifies the governance and management of golf and could deliver a benefit of $2.2 -

$3.6m, to be reinvested into the game

1. Current Situation: The The governance and delivery of golf in Australia is currently disaggregated across Golf Australia (GA) and 7 autonomous bodies, who
journey so far primarily cooperate to grow and develop the game of golf

* Whilst GA and the 7 state / territory organisations are committed to governing, promoting and developing the game of golf, each
organisation is ultimately focused on making the best decisions for golf within their State / Territory

» This current fragmented model presents some challenges in effectively responding to issues and opportunities facing golf, driving the
need for structural change

— Strategic and execution misalignment, confusion and duplication

— Declining club membership — membership has declined steadily over the past 12 years with accelerated rates of decline in female
and junior membership in recent years

— Limited income streams and funding pressures constraining ability to grow and develop the game consistently

— Continued membership decline (-2.5%p.a. between 2011-13) is a potential risk to state incomes which are heavily reliant on
affiliation revenues

— Lack of scale resulting in operational duplication and inefficiency, and increasing cost pressures

2a. Future State — ‘One The proposed ‘One Golf' model restructures the governance and management of golf to effectively respond to issues and opportunities
Golf’ model: The path facing the sport now and in the future

forward . .

» The ‘One Golf model delivers a number of outcomes that will support the growth and development of the game

* ‘One Golf establishes one organisation, governed under national rules and behaviours, with national management funding, resources
and processes and continued state based asset holding

— National rules & behaviours — a common set of rules and behaviours aligned with strategic goals and objectives
— Core functions managed nationally and delivered locally
— National corporate functions, including Commercial, Finance, Legal and HR

— National governance structure with State / Territory representation — whilst the broad governance model will remain, roles and
responsibilities will change

» Other organisations, have successfully undertaken structural change to deliver significant financial and operational benefits to ensure
future organisational viability
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Executive Summary
A ‘One Golf’ model unifies the governance and management of golf and could deliver a benefit of $2.2 —

$3.6m, to be reinvested into the game

2b. Benefits of ‘One Golf’ The ‘One Golf’ model could deliver benefits of $2.2 - $3.6m for re-investment into the growth and development of golf into the future

model: The opportunit . - ) .
PP y » The ‘One Golf model can deliver some significant benefits that cannot be achieved under the current structure

— Internally Controllable Synergies — synergies based on cost efficiency from consolidating corporate functions and improved
commercial outcomes from the scale of a national approach

— Externally Impacted Benefits — estimated benefits from increased sponsorship opportunities driven by greater utilisation of
partnerships and increased exclusivity under a national approach

3. Next steps: » 3 key activities are required prior to implementation kick-off — Socialisation, Design of Implementation Approach and Governance &
Socialisation, Design and Resourcing:

Governance & Resourcin e e . . . - .
9 — Socialisation: Socialisation of the One Golf model with states (and their members) is critical to obtaining buy-in and agreement to

transition to the One Golf model

— Design of Implementation Approach: A ‘Big Bang’ approach is GA's preferred approach to implementation, however will require
adequate resources to undertake and needs to consider the organisation’s change readiness

— Governance & Resourcing: Key to the success of implementation is having the right team(s) and governance structure in place

© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights 5
reserved.
KPMG and the KPMG logo are registered trademarks of KPMG International.



The journey so far
The governance and delivery of Golf in Australia is currently disaggregated across GA and 7

autonomous bodies, who primarily cooperate to grow and develop the game of golf

Structure of Golf Administration in Australia

National Golf Body Strategic Goals

Whilst Golf Australia and e Optimal governance and delivery model for Golf Australia
. Golf * Improve club viability, retain and grow membership and assist operations
the 7 state / territory vyt o - Innovate offerings to make the game more visible, attractive and accessible

organisations are * Improve ability to invest in the development and growth of golf

committed to governing,
* Innovate the game to make it more accessible and enjoyable

promoting and « Diversify revenue streams

developing the game of GolfVictoria « Improve the governance structure to ensure growth and sustainability
golf, each organisation
is ultimately focused on e » Encourage GA to lead collaboration with States and consolidate the focus
. — :535~ * Seek to improve the governance of the organisation and adopt recommended ASC
making the best 4 L
GOLF NSW principles

decisions for golf within « Assess and review current revenue and expenses stream

their State / Territory. « Develop and promote State-wide programs to increase participation

L \ « Develop initiatives and strategic partnerships to grow Golf QLD’s business
GolfQueensiand » Ensure best practice governance and management principles are used by Golf QLD
o * Improve participation, increase membership and develop strong programs
— Golf « Promote the game, enhancing its media exposure and presence
(o]

« Enhance governance and management practices

& * Increase membership by expanding and improving services offered
= ‘;i‘f « Enhance governance and management practices of the Board and committees
golf « Diversify and increase the range of revenue streams

_ e Generate more revenue to grow golf
— ‘ﬁ e Improving club viability
GolfTasmania « Improving participation

State Bodies (National Member Organisations)

3 e Improve club viability
— - * Grow the game through accessibility, flexibility and fair play
GolfNT * Increase investment in golf through transparency, teamwork and innovation
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The journey so far
This current fragmented model presents some challenges in effectively responding to issues and

opportunities facing golf, driving the need for structural change

Golf —Issues & Opportunities

Strategic and

misalignment,
confusion and
duplication

Limited income
streams and

execution

funding
pressures

Issues

Strategic goals are broadly aligned but differences exist
Relationship based co-operation with no clear chain of command
Duplication of effort and processes drives inefficiencies and creates
waste

Lack of ‘single voice’ to all external stakeholders results in unclear
engagement

Club viability is under threat as overall club membership is in decline,
despite an increase in participation of casual / social golfers

Lack of a co-ordinated and targeted approach to development (i.e.
attracting younger generations, beginners / non golfers)

No clear golf ‘pathway’, with inconsistent and duplicative offerings
creates confusion

Income streams constrained by continued decline in club membership
Limited new revenue streams available to grow revenue / re-invest in
growing golf

Current fragmented model does not provide scale for maximising
sponsorship and funding revenue

States / Territories operating on various IT systems and applications
Procurement of services and supplies conducted separately by States
Smaller scale of operations can constrain ability to attract / develop
the right skills and capabilities

Opportunities

Alignment of strategic goals creates a stronger purpose and focus
Clear set of behaviours and reporting relationships drives efficient
decision making

Nationalisation of common functions reduces duplication and waste
Single voice to external stakeholders, enabling better communication
of objectives and improving end to end accountability

A co-ordinated approach and consistent ‘pathway’ for golfers to lift

membership and improve club viability:

— Increased participation and membership

— Targeted programs to attract different groups (i.e. junior, non-golfer,
mature)

— Integrated, national program can strengthen club offerings

Grow revenue with better focus on game development and consistent
offerings targeting participation and membership growth

Pool resources / capabilities to better exploit new revenue streams
Reduce duplication / waste for re-investment

Improved negotiating position through a coordinated approach to
sponsorship / funding

Larger scale operations can deliver:

— Asingle IT platform, creating efficiencies and improving information
sharing

— Improved procurement outcomes as part of a larger organisation

— More attractive to potential recruits

— Development opportunities for staff

© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights
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The journey so far
Continued membership decline (-2.5%p.a. between 2011-13) is a potential risk to state incomes which

are heavily reliant on affiliation revenues

Golf Financials — Consolidated State Affiliation Revenue Golf Membership — National membership
$ Millions [ other Revenue # Members

- State Affiliation Fees
S g 419,296 (2.5%)

405,246

398,804

NSW NT QLD SA TAS VIC WA 2011 2012 2013
Source: 2013 Revenue by State provided by Golf Australia Source: 2013 National Golf Participation and Club Operations Report

» For all States (with the exception of NT), State affiliation fees « National club membership for the state organisations has fallen from
account for more than 50% of all revenue received 419,296 to 398,804 between 2011-2013, a decline of 2.5% p.a.

» This highlights the significant reliance States have on affiliation
fee revenue as its major source of funding for investment the
development of the game

L EEE——————

« This divergent trend in revenue vs. membership growth is unsustainable in the long term:
- Continued membership decline erodes golf's platform for growth
- Continued reliance on affiliation revenue as a key source of income is a potential risk

« A number of other sporting organisations — Netball Australia, Softball Australia and Tennis Australia — have recognised the need to grow membership, moving away
from a capitation fee driven model to a more progressive model focused on facilitating membership growth

© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights
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The journey so far
Membership has been declining steadily for the past 12 years, with female membership declining

marginally faster than the male membership base

Golf membership has declined at 1.6% CAGR since 2002, with female membership declining at a faster rate (-1.9%) than the male membership base (-1.5%)

Golf Membership (2002-2013)

I Female members
# Members

I Male members

500,000 -
450,000 -

400,000

350,000 A . -1.9% growth

300,000 -1.5% growth

250,000 A
200,000 A
150,000 ~

100,000 -

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

50,000 -

Source: 2013 National Golf Participation and Club Operations Report
Gender Split provided by GA

* Golf membership across all members has experienced declining growth at -1.6% CAGR since 2002

« Female members account for only 21% of the total Australian membership base, and between 2002 and 2013 declined by 1.9%, faster than the male
membership base which declined by 1.5%
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The journey so far
A ‘One Golf’ model addresses the structural changes required to respond to the issues and

opportunities facing golf now and in the future

Golf Organisational Options — One Golf Model One Golf Model

Status Quo One Management One Organisation

Decentralised < » Centralised

Combine management of GA and States / Territories into
one organisation, with consistent governance structures
and behaviours.

Description e Maintain current disaggregated, .
autonomous structure and work on
reducing disadvantages through co-

Merge management and governance of GA and
States / Territories with top down constitutional
control and asset integration

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
i
operation . i State / Territories maintain assets for use
____________________________________ | @& @ - - - = — = — = ——————m—m———-——————
Governance * Nochange | National behaviours, governance, and practices i+ One governance structure — i.e. one Board
« | Change to Board roles may require changes to 1 New constitution required
| constitution(s) !
____________________________________ e @ @ e e e m e me—mcc—cmec——— e ————-
Management < No change * | Creation of one management / administration model (no !« One management (including asset integration)
, change to assets), with national corporate functions and !

! all staff reporting into One Golf :
____________________________________ D o o 0 3 0 D 0 0 0 ) 0 0 1 0 3 5 3 1 0 0 0 ) 0 £ 0 o ) S
Advantages « Limited change implications — « | Operational and cost efficiencies from national i*  Further operational, cost and scale efficiencies

continue to work together as I management and administration of the game ! intransitioning from 8 to 1 organisation (i.e. no
autonomous organisations « ! Scale economies from national corporate functions ' shell companies holding assets)
« | Clear alignment of strategic objectives le  Clear alignment of strategic objectives
* | Stronger negotiation position with sponsors, government 1+ Stronger negotiation position with sponsors and
* ! Clear behaviours / relationships to reduce confusion (for ' government
I members, sponsors, clubs) te Clear behaviours / relationships to reduce
* 1 Better focus on game development, marketing, etc. 1 confusion (for members, sponsors, clubs)
o Reduce administrative burden for States !
o Retain local game development capability and I
| approaches (i.e.. funding, competitions, etc.) J:_
Risks » Does not effectively address . i Change in roles and responsibilities of State / Territories i Difficult to execute - requires significant change
challenges / issues ! and their personnel 1 effort over a longer timeframe with higher
« Personalities, politics, individual o Loss of state approaches (i.e. local innovation) 1 implementation cost (increased complexity and
needs drive how well organisations 1 Potential for relocation of some employees i stamp duty of asset transfers)
cooperate ! i» Loss of state approaches (i.e. local innovation)
e e e e e e o i Potential for relocation of some employees
© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights 10
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The path forward
The ‘One Golf’ model delivers a number of outcomes that will support the growth and development of

the game

One Golf Model — Key Outcomes

Key Outcomes

Alignment of One Golf Model to Key Outcomes

Robust governance

Maximise participation and
retention

Maximise participants
pathways and prospects

Maximise golf’s profile

Maximise financial
investment and
sustainability

Minimise duplication and
inefficiency

A national approach will provide greater role clarity with clearer reporting lines that can be more effectively governed /
managed
Improved ability to ensure strategic alignment and achievement of a common set of organisation objectives

Improved ability to grow participation in golf across all age groups and abilities

Grow capabilities and consolidate resources to strengthen club offerings to better retain participants across all age groups
(from Junior to Senior)

Improved ability to share and leverage knowledge and learnings nationally for more effective and efficient ways to maximise
participation and retention

Clearer, streamlined national participant pathways across age groups and target markets enables a more effective talent
identification process

Streamlined national approach to transition talented golfers into the high performance program — and potential feedback loop
to golf development (e.g. professional golfers involved in amateur programs to promote participation)

Continued support of elite golfers in the pursuit of success

Creation of a national brand for Golf with consistent brand and marketing messaging delivers greater impact
Ability to leverage combined marketing resources, cross-promotional activities nationally to maximise awareness of Golf and
the Golf Australia brand

Greater scale from a national approach can improve negotiating power and impact in attracting larger, higher quality national
sponsorships

Significant efficiencies through removing duplication and consolidation of resources and effort to execute on ‘whole of sport’
opportunities

A national approach removes duplication across a number of core and corporate functions
Greater efficiency of investments and deployment of resources is possible with a national approach that is focused on a
common set of priorities
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The path forward
‘One Golf’ establishes one organisation, governed under national rules and behaviours, with national

management of funding, resources and processes and continued state based asset holding

One Golf Model — Overview

. . Governance LLZTTIaTTsasssosssssonoas
GNatlonal Rules & Behaviours LITIIIIIIIIIIIIIIIIIIONON
. 1 1
g::;;r\zgz;e;;;gi‘s” %tate One Golf Board State Boards i State-owned assets i i_:_:
bodies Ll
« Aligned to One Golf strategic
goals Senior Management

Core functions
e Managed nationally
» Delivered locally

State / Territory Asset Holdings

One Golf CEO State Management + Nochangeto assets
¢ Assets focused on individual state /

territory use to deliver GA initiatives

Local Delivery

1

1

1

1

1

1

1

|

! .
' Core Functions

e Ensure local delivery of —

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1
1
1
1
1
1
1
1
1
1
1
|
1
' nationally managed functions /
i
1
1
1
1
1
1
1
1
1
1
1
1
1

. \ Golf Development and Marketing
processes, incl.:
— National programs
— Championships High Performance .
— State squad selection / National Governance
training Structure
 Focus on local club development Rules & Handicapping + Limited change to current
/ support governance structure
e e e e e e ) . » State Boards remain for local
oo m oo Championships delivery and asset ownership
National Corporate / management
Functions Digital & Communications

« Nationally consistent
< Nationally managed and
delivered

Corporate Functions

national and state Golf initiatives
« National management of

resources (i.e. all personnel

employed by One Golf)

Finance, Legal and HR

|
! 1

! 1

! 1

! 1

! 1

! 1

! 1

! 1

! 1

! 1

! 1

! 1

1

'« Nationally managed funding with |

. _ [\ .
' targeted re-investment into : Commercial
1

| :

! 1

! 1

! 1

! 1

! 1

! 1

! 1

! l
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The path forward
The ‘One Golf’ model will deliver a common set of rules and behaviours aligned with strategic goals

and objectives

One Golf Model — 1. Examples of National Rules & Behaviours

2 Golf

" Australia

Golf Victoria

GolfTasmania

GolfNT

Mission Statement:
“To grow Golf
participation in

Australia through
innovative and
attractive product
offerings, growing our
financial capability
and supporting club
viability and

development”

Key Strategic Themes

Grow & Diversify
Revenue Streams

Club Viability

governance and
management

Innovative Golf

Increased scale improving
negotiating position

Corporate partnerships and
national programs focused on
increased membership

Resources freed up from One Golf
synergies re-allocated to focus on
Club development and support

Transition to One Golf management
and administration structure creates
operational efficiencies and
strategic alignment and focus

Alignment of golf development
activities nationally

Resources freed up from One Golf
synergies provides opportunity to
focus on investment in program
development and innovation

Rules &
Behaviours

“We will grow our
financial capability
through collaboration
and actively seek new
and diverse revenue
streams”

“We will ensure strong
club performance and
development by
improving resource
accessibility

“Our governance and
management structure
will deliver growth and
sustainability for the
game of Golf nation
wide”

“We will seek to
innovate offerings to
ensure visibility,
accessibility and
enjoyment for all
participants”
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The path forward

Core functions under the ‘One Golf’ model will be nationally managed but delivered locally

One Golf Model — 2. Core Functions

Core Function

Golf
Development &
Marketing

High
Performance

Championships

(including
Australian
Opens)

Digital &

Communications

Rules &
Handicapping

Role of ‘One Golf’ National Team

« Develop national golf programs to align with overall golf development
goals and strategy

« Define national golf ‘pathway’ across age groups, other target markets
and associated programs to address the needs of each group / market

« Conduct ongoing market research to inform golf development
requirements (e.g. participation trends, demographics, etc.)

* Collaborate with local delivery teams to implement programs in each
state (within the parameters of national program guidelines)

Role of Local Delivery Team

* Responsible for implementing national participation programs
designed by the national team

» Assist with aligning club offerings with national programs

» Key contact for communications between clubs and national teams

* Seek guidance from state management and boards as required

» Development and ongoing improvement of national High Performance
program for elite golfers at national and state level

« Selection of elite golfers at national and state events via coordination
with local delivery teams.

» Support local delivery teams in implementing national High
Performance programs

* Report to the national team on potential High Performance
representatives and implement High Performance programs with
consideration of local specificities

» Selection and management of teams and squads competing in
interstate championships (incl. selection of coaches), with
oversight provided by State Board and State Manager

National Championships

« Manage national championship calendar (including Australian Opens)

« Organisation and coordination of national championships, including
procurement of appropriate services / supplies, logistics, advertising &
marketing planning

e Coordinate with local delivery teams to ensure smooth running of
national championships

State Championships

e Assist local delivery teams to leverage national supplier arrangements
for state championships

National Championships

» Assist with ‘on-the-ground’ running and coordination of national
events (including Australian Opens) under the guidance and
instruction of the national team

State Championships

* Manage state championship calendar with oversight from the State
Board and State Manager

« Organisation and coordination of state championships, including
procurement of appropriate services / supplies, logistics,
advertising & marketing planning

» Leverage national procurement agreements and align with national
sponsorship opportunities where appropriate

* Management of One Golf website and technology platform
* Manage One Golf communication requirements (including content
development and management, stakeholder liaison)

» Deliver media content under the guidance of the national team
» Liaise with local media stakeholders

* Maintain changes to national rules and communicate to local contacts
in each state
« Determine and publish course ratings

» Local contact point for Rules & Handicap inquiries

© 2014 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights 14
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The path forward
A common, national digital platform will deliver an improved customer experience as well as cost and

resource efficiencies

One Golf Model — 2. Core Functions — One Digital Platform

Key Features

Membership Login

One common ¢ All states operate on a common digital platform (link to GolfLink)

platform

nationally

Potentially keep platform outsourced (i.e.
DotGolf)

Highlight Sponsors

Promote sponsors
and sponsor offers

Feature stories
* Highlight feature
stories and news

*  Store profile

Make bookings
Update handicap /
scores

GOLF
RCME CONNECT

ABCUT THE GAME HIGH PERFORMANCE SHOP

Improved website provides a platform for a range
of additional customer services, including:

— Handicapping (GolfLink)

— Tee booking (GolfLink)

— Membership updates

— Competition scores

— Online shop

— Online payments

— Golfer engagement (i.e. social media)

Automation and .
online capability

for better

customer

experience

NEWS TOURNAMENTS

B

GOLF CONNECT LOGIN

CONNECT ID:

PASSWORD:

LOGIN

Register Now  Forgotten Password

LATEST NEWS

Golf Australia: ‘Th:z One

Nationally .
managed

website and

content

Retained State / .
Local content
development as
appropriate

National team manages the website and all digital
content, including:

— Golf's digital strategy

— Website content updates

— Website design and maintenance

Improved cost and resource efficiencies with
nationally managed model

Consistency of website and communications
nationally

States maintain ability to develop content specific
to their location

States benefit from ability leverage content from
other states / nationally developed

ONLINE STORE

Golf' Website

All states operate on a common d gital platform...

Major Sponsor

Online Store

Search for clubs
nationally — location,

National Program

JOINA CLUB

Search Clubs

Search for clubs
nationally — location,

Article #1
[]
[
Article #2
[
[
Article #3
]
Article #4

]

Newsfeed
Latest news in golf
— nationally and by

course information, links course information, links state
to online bookings to online bookings
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The path forward

The ‘One Golf’ model will manage finance, legal and human resource activities nationally

One Golf Model — 3. Corporate Functions — National Finance, Legal & HR

Current Model

Finance,

Legal & HR

Finance

Finance and Accounting activities are undertaken
individually by states, resulting in considerable
duplication of effort and investment

Legal

Legal activities are undertaken individually by states,
resulting in considerable duplication of effort and
investment

Contracts are not standardised across all state
organisations

HR

Recruitment activities for State organisations is
conducted and coordinated locally

All state staff employed by associated state
organisation

Payroll processing is conducted locally for each
state organisation, and timing of processing is not
aligned across organisations

Training is conducted informally across States and
GA, with varying importance, frequency and focus

No formal, consistent mechanisms for performance
monitoring, evaluation and development of
personnel

Proposed One Golf model

Finance

< All finance and accounting related activities are
managed and delivered nationally for all state
organisations

Legal

» All legal activities are conducted nationally across
One Golf

¢ Contracts are standardised across One Golf

HR
e All staff employed by One Golf

e Streamlined recruitment process coordinated
nationally in conjunction with state management

e Payroll processing is conducted under the Finance,
Legal & HR national corporate function

e Training coordinated and scheduled nationally by the
national team based on One Golf development
objectives

* National management of monitoring, evaluation and
development of State staff (including State
Managers) with feedback reported to One Golf CEO
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The path forward

Under the ‘One Golf’ model, revenue and funding streams will be nationally managed and controlled

One Golf Model — 3. Corporate Functions — Nationally managed funding

Existing Process

e a

R S

o556 v «C«.J <«

One Golf Process

System

National fee
harmonisation
&
simplification

Automated
collection of
fees

National
investment in
golf

Retained State
/ Local funding
where
appropriate

Existing State and GA affiliation
fees will be consolidated and
simplified into one ‘national’ fee

The single fee will be paid via a
national, automated payment
system. Golf Australia will collect
fee revenue from the system via
periodic electronic funds transfer

National distribution of affiliation

fees will be based on:

— National game development
priorities and objectives

— Specific State needs where
applicable

Existing funding arrangements
which States have with local
organisations / state
governments will be retained and
managed by State Managers for
the benefit of that State.
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The path forward
A national Commercial & Marketing team will focus on attracting a smaller number of high quality

sponsorships under the One Golf model

One Golf Model — 3. Corporate Functions — Commercial

Key Features Proposed One Golf Sponsorship Model
Attracting « Improved ability to attract new and larger brands
bigger brands * Promote message of exclusivity with a national Golf
brand
Prod - -
A ‘ Major National Product Sponsor 1 >
Seamless » Consistent brand image and marketing messages across Prod - -
branding of Golf one national organisation B ‘ Major National Product Sponsor 2
nationally « Larger, national campaigns with scale to driver greater
brand impact \ Major National Product Sponsor 3
« Eliminate competitive sponsorships (between States /
Territories) Prod
‘ Major National Product Sponsor 4
; ; D
Focus on fewer, * Target fewer, larger national sponsorships focused on
high quality ~6-8 major products Prod ; ;
sponsorships + National team organised to service national sponsors E | Major National Product Sponsor 5
* Build and grow long term sponsorship relationships with
target nsor - -
argeted sponsors ‘ Major National Product Sponsor 6 >
Marketing e Scale of a national organisation improves marketing
execution executing effectiveness, e.g.: | Major National Product Sponsor 7 >
effectiveness — Remove duplication of marketing effort and spend

— Elimination of competitive sponsorships

— Ability to leverage and consolidate learnings and
capability of States / Territories

— Scale efficiencies in media buying

— Focused campaigns with consistent messages

Sponsorship of ~6-8 major national products provides increased incentive to
potential sponsors:

« Sponsorship of a national product, guaranteeing national exposure

« Exclusive brand association with the national product, and therefore

FENECRS YA ¢ States to maintain local relationships with local sponsors consumers of the product (i.e. participants)
Local / relationships where appropriate (no conflict with ) ] o ) )
. ional This added incentive is subsequently expected to increase the commercial

sponsorship as national sponsors) / _

iat « States benefit from the relationships built with national value of sponsorships to One Golf, and therefore increase revenue for re-
appropriate A . . i i

pprop sponsors (e.g. national marketing campaigns and events, investment into the game
etc.)
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The path forward
The ‘One Golf’ model can deliver a more robust governance model to enable the new organisation to

continue to grow and develop the game

One Golf Model — 4. National Governance Structure — Key Features

Features of Robust
Governance

Clear lines of
accountability

Efficiency of
operations

Flexibility & agility

Maximises
sustainability

Enables common
strategic focus

Aligns with broader
sports funding
objectives

Current Model

GA and states work autonomously with no established
accountability between organisations

Varying organisational structures and roles / responsibilities
across GA and states

Fragmented structure does not optimise the allocation scarce
resources

Duplication of effort across organisations (i.e.. Corporate
functions - HR, Finance, etc.)

Current allocation of scarce resources limits ability to adapt to
emerging priorities

Current structure constrains ability to respond collectively to
needs of the sport

Separate organisations lack the scale to secure high value
sponsorship / funding arrangements (i.e. national sponsorships
with large, high value brands)

Fragmented structure does not enable a whole of sport
approach to maximising revenue

Common overall strategic objectives (participation,
sustainability, etc.) but inconsistent approaches across GA and
states

Funding objectives not aligned between GA and states

One Golf Model

Local Delivery Teams within State golf bodies to report directly
to national teams

Consistent organisational structures and roles / responsibilities
for local delivery teams

Optimised / targeted allocation of resources
Key corporate functions consolidated into national functions

Efficient / targeted allocation of resources to meet emerging
priorities
National governance structure supports collaborative approach

Increased scale and a national brand improves ability to secure
larger value sponsorship arrangements with bigger brands
National structure enables a whole of sport approach to
maximising revenue

National strategic objectives and behaviours defined
Consistent and collaborative approach to delivering common
objectives

Golf is funded under a national model and aligned with national
objectives

Local teams retain flexibility to align with state funding
objectives to pursue state funds
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The path forward

Whilst the broad governance model will remain, roles and responsibilities will change

One Golf Model — 4. National Governance Structure — Roles & Responsibilities

Governance

Management

Core
Functions

Corporate
Functions

State Boards

One Golf Board

CEO

State Manager

Golf Development
& Marketing

High Performance

National
Championships

Rules &
Handicapping

Digital &
Communications

Commercial

Finance, Legal, HR

Election of the One Golf Board
Oversee State championship program calendar and state squad / team programs
Provide local strategic insight to One Golf Board to assist in national decision making

Receive updates and reports from State Manager and provide feedback on state performance to One Golf CEO

Management of state assets

Decision making authority with regard to One Golf strategy and national operations
— Determine strategic direction of One Golf

— Oversight of the national operations of One Golf

— Provide guidance / direction to One Golf CEO and management team

Manage the national operations of One Golf

Report to One Golf board on national operations

Make informed recommendations to One Golf board on strategic and operational matters
Oversight and support of State Manager in executing / managing national operations

Oversight of state operations and local implementation of national strategies and programs
Report on state operations and requirements to CEO and State Board
Manage state funding arrangements

Planning and development of national programs Local Golf .
Manage and support local development teams Development .
Develop and implement national / state marketing initiatives

Identification of elite golfers at national and state events Local HP .
Planning and development of national HP program .
Coordinate / support HP coaches in program delivery .
Manage and support local HP teams .
Manage national championship calendar (incl. Australian Opens) Local .

Coordination / running of national events, using local teams Championships
Support local teams to leverage national supplier agreements .

Local Rules & .
Handicapping

Maintain changes to national rules
Determine and publish course ratings

Local .
Communications e

Digital: Maintain One Golf websites and technology platforms
Communications: Manage national communications team to fulfil
One Golf communication requirements (incl. content development
and management, stakeholder liaison)

Local
Commercial

Maintaining key national commercial sponsors

Conduct all One Golf finance, legal and human resource activities

Implement national programs locally
Communicate local requirements / feedback to national
team in the design / refinement of national programs

Report to national HP team on potential HP candidates
Provide feedback on national HP programs

Implementing and coordinate HP programs locally
Development and implementation of state team programs

Manage a local (state) championship calendar
Co-ordination and running of state championships
Support running of national championships with guidance
and instruction from national team

Utilise national supplier arrangements for state events

Local contact point for Rules & Handicap inquiries

Local content development
Manage local media stakeholders

Maintaining local commercial relationships (i.e. Servicing existing
and identifying potential new commercial opportunities)
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The path forward

Structurally all resources will be employed by One Golf and have clear reporting lines into the national

organisation

One Golf Model — 4. National Governance Structure — One Golf Structure

()]
(8]
E GA Board State Board
) :
> !
= :
o :
- i National Governance Structure
_ 3 CEO 3 « Limited change to current governance structure
g S | ¢ State Boards remain for local delivery support and
& g asset ownership / management
g State Management
Golf e b
[0] \ .
— Development & |' Local GD [ Core funCtlon.s . .
Marketing : : . Managgd nationally, delivered locally: .
: - National programs developed by the national team
|| High : Local HP : and implemented by local delivery teams
Performance : : State Management - National championships organised and coordinated
® | | oversight by the national team with local assistance to deliver
S | Rules& | Local Rules & : - State championships organised and coordinated by
S Handicapping : Handicapping : State teams, leveraging national procurement
T o agreements
Digital & | ! .
9 Comms i Local Comms I - Management of the One Golf website and
38 I I technology platform with content delivery support
I I from local teams
— Championships Lo_cal .
[ Championships |
\ ]
Australian S oo oo o o -7
Opens
e v L | commercial Natlonal Corporate Functhns
o g * Nationally managed and delivered, e.g.:
a3 ‘ - Funding model
S8z |_| Finance, Legal - Management of resources
&HR - National team servicing national sponsors
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The path forward
Other organisations have successfully undertaken structural change to deliver significant financial &

operational benefits and ensure future viability

Australian Red Cross
THE POWER OF HUMANITY

A number of drivers for change...

Key drivers of organisational change within
Australian Red Cross were:

e Growing competition in the non-profit sector

« Annual operating budget limiting the ability for
the organisation to grow

« Urgent need to diversify income, rationalise
the cost of administration and develop on-
going income streams

« Federated structure created duplication and
inefficiency — at one point there were nine
separate and divergent structures, systems,
policies and processes for services ranging
from HR, Finance, Marketing and
Communications to delivery and support

« External engagement including marketing and
communications, media relations, advocacy,
government relations, business and social
services sector was uncoordinated and ad hoc

Overall, Australian Red Cross was at a
crossroads — embrace the urgent need to reform
or be consigned to history as an organisation that
failed to adapt to a changing operating context
and community needs

Source: http://www.redcross.org.au/files/IFRC_change_growth_renewal.pdf

...resulted in the implementation of

organisational reforms...

The services and operations of Australian Red
Cross were transformed primarily through:

Governance and management reforms

Bringing together 8 autonomous state and territory
divisions under a unified national structure. This
was primarily achieved through the National
Functions Policy which sought to reduce
duplication by defining areas which were to be
managed nationally, and those remaining the
responsibilities of state and territory divisions,
reporting through their local executive directors
and Divisional Boards.

A new strategic plan

The new plan was ambitious and broad, with the
objective of transforming Australian Red Cross
into a cohesive and united organisation — ‘One
Red Cross’ — in which all areas of the organisation
would be aligned to its vision, mission, strategy
and culture.

Organisation-wide reviews

A series of organisation wide reviews,
encompassing services and programmes,
revenue generation and organisational support
functions.

..which delivered significantly enhanced

organisational performance

Together, the reforms adopted by Australian
Red Cross resulted in:

— Renewal of domestic services, which
enabled:

— growth and expansion across all priority
areas

— increase in service to vulnerable people
and communities, particularly those most
disadvantaged, and

— qualitative improvements in service
development and delivery

Greater efficiency and effectiveness of
administrative and support services

Improved resource mobilisation including
dramatic increases in revenue generated by
fundraising

A strong national voice and clear policy
positions, which enabled deeper engagement
and influence with government, supporters,
partners and the community

Increased engagement, development and
support for an expanded workforce,
membership and supporter base
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The opportunity
The ‘One Golf’ model could deliver additional annual income of $2.3m - $3.6m for re-investment into the

growth and development of golf into the future

One Golf Model — Potential Annual Benefits
Income ($ Millions)

Internally Controllable Synergies Externally Impacted Benefits I I Stretch

[l Base

|
|
Total Potential Synergies :
|

$1.3-$1.6m
A
[ ]
0.5-0.7
r———"""" """/ /" /7777~ |
| |
0.8-0.9
Organisational Synergies Other Cost Savings Expanded Sponsorship Opportunity Total Potential Income
Internally Controllable Synergies Externally Impact Benefits
Based on cost deficiencies from: Estimated benefits from:
— Consolidating corporate functions — Increased sponsorship opportunities from
— Improved commercial outcomes from the scale of a national greater utilisation of partnerships and
approach raising exclusivity under a national
approach
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The opportunity
The ‘One Golf’ model could deliver $1.3m - $1.6m savings in annual costs for re-investment into the

growth and development of golf into the future

0 Potential Benefits — Internally Controllable Synergies

Total Administration Expenditure ORGANISATIONAL SYNERGIES
$ Millions |:| Base . Consolidation of state administration functions into the national
Admin . ) . o A L
49- 49 ol h resources 0.225 | 0.295  function will resultin a reduction in duplicated activity and resource
' L_, Stretc requirements by estimated 4 FTE (base) and 5 FTE (stretch).
4.8 A
T | OTHER COST SAVINGS
4.7 A L——a ==
i L Reduction in costs of 20% - 30% attributable to removal of duplication
4.6 I R 4.39 -4.17 . h S ) :
-4 Consulting of strategic plan preparation, improved allocation of internal resources
45 Fees 0121+ 0181 | opjaci d ltants for various roles, and | i
placing spend on consultants for various roles, and leveraging
4.4 increased scale / improved supplier arrangements.
4.3 Reduction in costs of 2% - 5% attributable to procurement benefits
22 IT& from leveraging increased scale / improved supplier arrangements. An
’ - T 0.045 = 0.058 | additional 10% - 17% reduction driven by a reduction in IT &
4.1 elecomms Tel L . .
. elecommunications requirements due to resource synergies on
4.0 1 ! | consolidation of the organisations.
i | | Printing & Reduction of between 2% - 5% attributable to procurement benefits in
3.9 : : Station%r 0.018 @ 0.023 | leveraging increased scale / improved supplier arrangements as well
3.8 1 | | Y as an estimated 10%-17% reduction in organisation requirements.
3.7 ' ' Travel & Reduction in state costs of 10% - 15% attributable to procurement
Current  Consulting IT& Printing&  Travel & Other Admin  Admin One Golf Accomm 0.083 0.124 | benefits based on coorporate d‘!scounts from key suppliers - Qantas
Baseline Fees  Telecomms Stationery  Accom resources  Baseline and AC(FOY _HOtE‘I (10% and 15% respectively). . :

. . . Reduction in costs of 2% - 5% across ad hoc administration
Potential Benefits — Internally Controllable Synergies Other admin = 0.018 = 0.045 | expenditure (i.e. Postage, etc.) attributable to procurement benefits
Total Finance & Legal Expenditure from leveraging increased scale / improved supplier arrangements.
$ Millions |:| Base TOTAL 0.510 0.726

Tl
' Element | B (5m) | S (5m)
0.9 ——
ORGANISATIONAL SYNERGIES

0.8 1 0.53-0.51 i o : o "
0.7 - Finance / 0.358 1 0.358 | Consolidation of state Finance / Legal functions into the national

' ¢ Legal function removes duplication and therefore finance / legal resource
0.6 resources requirements. Based on review of current roles, this is expected to
0.5 - reduce requirements by an estimated 3.2 FTEs across all states, with

) | | redeployment of some existing state finance / legal resources into the
0.4 1 : : national function.
0.3 1 | | OTHER COST SAVINGS

| |

0.2 7 : : Audit Fees 0.040 0.060 | Reduction of $40,000 - $60,000 per year (FY13 consolidated fees
01 | | were $132,255, with GA $35,000) based on assumed reduction of
0.0 : : audit requirements under One Golf

' . . Legal Fees 0.003 0.006 | Reduction of 5% - 10% attributable to the standardisation and

Currgnt Audit Fees Legal Fees  Finance/Legal ~ One C,;Olf reduction of contractual arrangements on consolidation.
Baseline resources Baseline

Source: Consolidated financial data provided by GA; State positions, FTE and salaries provided by GA TOTAL 0.401 | 0.424
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The opportunity
The ‘One Golf’ model could deliver $1.3m - $1.6m savings in annual costs for re-investment into the

growth and development of golf into the future

0 One Golf Model — Internally Controllable Synergies
Total Digital, Commercial & Marketing [ Base
$ Millions —=

I__, Stretch

2.2 1 2.1
2.0
1.8 -
1.6 -
1.4
1.2
1.0
0.8
0.6
0.4

1.81-1.79

Commercial ~ One Golf Baseline
| Marketing

resources
a One Golf Model — Internally Controllable Synergies

Total National and State championships

Current Baseline Website
Consolidation

$ Millions [ Base
i _| Stretch
3.0
2.32-2.25
2.5 2.364 i
e —
| |
2.0 1 i i
| |
| |
| |
1.5 A : :
| |
| |
| |
| |
1.0

Current Baseline State Championships One Golf Baseline

Element B ($m)| S ($m) | Assumption

ORGANISATIONAL SYNERGIES

Consolidation of state Commercial / Marketing functions into the
national function will result in a reduction in related activity and
therefore Commercial / Marketing staff resource requirements. Based

0.255 | 0.255 ' on review of current roles, this is expected to reduce staff
requirements by an estimated 3 FTEs across state associations, with
the redeployment of some existing state Commercial / Marketing
resources into the national function.

Commercial /
Marketing
resources

OTHER COST SAVINGS

Website Reduction in costs of $40,000 - $60,000 from the consolidation of State
S 0.040 0.060 L ;
Consolidation websites into one website and technology platform.

TOTAL 0.295 0.315

S ) ) e

OTHER COST SAVINGS

National & Reduction in costs of 2% - 5% attributable to procurement benefits
0.047 | 0.118 . A .

State Champs from leveraging increased scale / improved supplier arrangements.

TOTAL 0.047 0.118

Source: Consolidated financial data provided by Golf Australia
State org structures by assumed salaries and FTE provided by Golf Australia
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The opportunity
Better utilisation and exclusivity under the national approach of the One Golf model could deliver $1.0 -

$2.0m annually in expanded sponsorship opportunities

. . . N
9 Potential Benefits — Externally Impacted Benefits pasTio

Total Ex pan ded Sp onsorshi p Op po rtuni ty Bastion’s estimated benefit range of aligns with independent analysis conducted

o by Gemba. i _} stretch
$ Millions Gemba estimated an uplift in sponsorship revenue due to: -
— participation growth 1.0-2.0 |:| Base
2.0 - — aggregation of communication channels to provide depth of relationships fgr ________________ .

sponsors; and

— the ability to sponsor a national participation pathway \
1.5 1

1.0 1

|
|
0.5 1 |

0.0
Exclusivity Critical Mass One Golf uplift

The implementation of the One Golf model and a coordinated approach to sponsorship will provide the ability to extract additional
revenue uplift.

Exclusivity driven revenue 0.345 0.776 From Bastion’s understanding of inventory and branding values across other platforms, current exclusivity level for Golf Australia ~30%
level. Under a centralised approach to sponsorship under One Golf, this is estimated to increase to 55%, resulting in an uplift in
revenue of between $345,000 and $776,000.

Consolidation under the One Golf model expected to create a critical mass of engagement channels through branding platforms, clubs
and members, which will create an enhanced value proposition to allow golf to attract both categories which were previously difficult to
attract through a disparate model, as well as maximise the value of existing propositions.

Critical Mass driven revenue 0.705 1.188
” v vend Key industries / markets have been identified / targeted (Energy, Automotive, Banking, Insurance and Fuel) within which partnerships
can be secured. Based on a utilisation rate of 60% of those potential partnerships, annual revenue uplift under the One Golf model is
expected to range between $705,000 and $1,188,000.
TOTAL 1.050 1.964

Source: Refer to Bastion’s report ‘One Golf: A Commercial Partnership Analysis’ for detailed methodology and valuation of the benefit estimate provided in the summary table above
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Appendices

Stakeholders Consulted

Gavin Macdonald ASC Lead Governance & Business Development
Stephen Pitt Golf Australia CEO
Gerard Kennedy Golf Australia CFO / Company Secretary

fﬂ;:;esrtgglr:? John Sutherland Director — Digital and Communications
Kent Boorman Director — Commercial
Cameron Wade Director — Golf Development
John Hopkins Golf Australia — Board Chair
Stuart Cox Golf Australia — Board Member
Robert Crosby Golf Australia — Board Member
John Karren Golf Australia — Board Member

GoIfBA(;l;srgralia Kerri-Anne Kennerley Golf Australia — Board Member
Michael Sammells Golf Australia — Board Member
Carmel Smith Golf Australia — Board Member
Jill Spargo Golf Australia — Board Member
Malcolm Speed Golf Australia — Board Member
Simon Brookhouse Golf Victoria CEO

State Organisations Linsday Ellis Golf Queensland CEO
Chris Luz-Raymond Golf SA CEO
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Appendices

KPMG SPORTS ADVISORY —recent credentials

A

GolfAustralia

KPMG Sports Advisory

KPMG were engaged to provide indicative
valuations related advice to Golf Australia

2012

Australian Sports Commissiom

KPMG Sports Advisory

KPMG were engaged to created a financial
analysis template / model for the ASC to
collect deailed financial information from
NSOs

2013

A

((c & vt

g Athletics
Athletics Australia
Australia

KPMG Sports Advisory
Undertook financial analysis and prepared a
business case for the proposed Athletics

Australiaand Little Athletics Australian

merger

2013

pana

Goy2imis

KPMG Sports Advisory
Undertook financial analysis of the revenues

and expenditure of Swimming Australia as

part of the whole of sport strategic review

2013

pana

For further information please contact us:

Adele Thomas
Partner
T+61 39288 6139

E athomasl@kpmg.com.au

Aidan Murphy
Associate Director
T+61 39288 6534

RN

@%ﬁiﬂg

KPMG Sports Advisory
Undertook a financial risk assessment of

Cycling Australia inkling reviewing financial

governance, polices and procedures of CA

2013

Rana

Gymnastics
tralia
KPMG Sports Advisory
Conducted amembership model review of
Gymnastics Australiaand provided a

recommended model to support the

sustainable future for the spor

2014

GolfAustralia

KPMG Sports Advisory
KPMG were engaged to conduct financial

analysis and prepare a business case for the

development of a “one golf’ model

2014

E amurphy3@kpmg.com.au
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