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Explanatory Note

On March 26, 2009, Golfsmith International Holdinge. filed with the Securities and Exchange Cossian its definitive proxy statement
for its Annual Meeting of Stockholders to be heldMay 5, 2009. After the filing of the proxy statent but prior to the mailing of the proxy
statement to its stockholders, the Company disealveertain errors relating to the Audit Fees Tabkle section entitled: Proposal 2 —
Ratification of Selection of Independent Registdpetblic Accounting Firm. The Company is amendingd eestating its proxy statement to
correct those errors.
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Golfsmith International Holdings, Inc.

11000 N. IH-35
Austin, Texas 78753

Dear Stockholder:

On behalf of the Board of Directors and managemerdtdially invite you to attend the Annual Meggiof Stockholders of Golfsmith
International Holdings, Inc. (the “Company”) to beld at our corporate headquarters at 11000 N.9HABstin, Texas 78753 on Tuesday,
May 5, 2009, at 12:00 p.m. (CDT).

The Notice of Annual Meeting and Proxy Statemerbagpanying this letter describe the specific bussrte be acted upon.

In addition to the specific matters to be actednypleere will be a report on the progress of then@any and an opportunity for questions
of general interest to the stockholders.

It is important that your shares be representedeatneeting. Please review the instructions omptbgy or voting instruction card.
Whether or not you plan to attend the annual mggtihope you will vote as soon as possible. Pleasgplete, sign, date and promptly return
the accompanying proxy card in the enclosed pogptaggeenvelope or follow the alternate voting pices described on the proxy.

Sincerely,
/s/ Martin Hanak:

Martin E. Hanak:
Chief Executive Officer, President and Chairman of the Board
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Golfsmith International Holdings, Inc.

11000 N. IH-35
Austin, Texas 78753

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

May 5, 2009

NOTICE IS HEREBY GIVEN that the Annual Meeting afoSkholders of Golfsmith International Holdings¢lpa Delaware

corporation, will be held at its corporate headtprarat 11000 N. IF85, Austin, Texas, 78753 on Tuesday, May 5, 20092#0 p.m. (CDT)
for the following purposes:

1. The election of ten directors to serve one-yeansegxpiring at the later of the annual meetingto€lsholders in 2010 or until a
successor is elected and qualified;

2. The ratification of the selection of Ernst & YouhbP as the independent registered public accouritingof the Company for the
fiscal year ending January 2, 2010;

3. The approval of a proposal to amend the Golfsnmitarhational Holdings, Inc. 2006 Incentive CompéinsaPlan to increase the

maximum number of restricted shares, stock un@égfopmance shares, options and other equity-basadia that may be awarded
thereunder from 1,800,000 to 3,300,000; and

4. The transaction of such other business as may gyop@ne before the meeting or any adjournmentostgonement thereof.

The proxy statement, which follows this noticejyiulescribes these items. We have not receive@deotfi other matters that may be
properly presented at the annual meeting.

Stockholders of record at the close of businesslarch 5, 2009, will be entitled to vote at the niregtand any adjournment or
postponement thereof. If you wish to vote your ekat the meeting, the inspector of electionshlhvailable to record your vote at the
meeting site beginning at 11:30 a.m. (CDT) on thte @f the meeting. Voting is expected to closhaicommencement of the meeting.

You are cordially invited to attend the meetingt Whether or not you expect to attend in person, 1@ urged to mark, date and sign the
enclosed proxy and return it in the enclosed prepavelope or follow the alternative voting procestudescribed on the proxy.

By Order of the Board of Directo

/sl R. Scott Wool
R. Scott Wooc
Secretary

March 30, 200¢
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INFORMATION ABOUT THE MEETING, VOTING AND PROXIES
Date, Time and Place of Meeting

The Board of Directors (the “Board of Directorsf)@olfsmith International Holdings, Inc. (the “Compy,” “we,” “us” and “our”) is
soliciting your proxy for use at the Annual MeetioigStockholders (the “Annual Meeting”) to be heldour corporate headquarters at 11000
N. IH-35, Austin, Texas 78753, on Tuesday, May 5, 26092:00 p.m. (CDT) and any adjournment or postpward of the Annual Meeting.
We are initially mailing this Proxy Statement ahd ticcompanying proxy card to stockholders of them@any on or about March 30, 2009.

Record Date, Outstanding Shares and Quorum

Only holders of record of the Company’s common lstaicthe close of business on March 5, 2008 (thectird Date”), will be entitled to
vote at the Annual Meeting. On the Record Datehae 15,777,185 shares of common stock outstandidgatitled to vote. If a majority of
the shares outstanding on the Record Date arenraisthe Annual Meeting, either in person or bgxgr we will have a quorum at the
Annual Meeting. Any shares represented by proXiasdre marked for, against or to abstain fromngptin a proposal will be counted as
present in determining whether we have a quorunstextiions are included in the determination of ehg@resent for quorum purposes.
Because abstentions represent shares entitleddpthie effect of an abstention is the same aseaagrinst a proposal, except that absten
have no effect on the election of directors. Itraker, bank, custodian, nominee or other recotddnmf the Company’s common stock
indicates on a proxy card that it does not havereimnary authority to vote certain shares onréiqdar matter, the shares held by that re:
holder (referred to as “broker non-votes”) will@lse counted as present in determining whetherave b quorum, but will not be counted or
entitled to vote on that particular matter. Pleast that banks and brokers will vote their cliestgres only if the proposal is a matter on
which they have discretion to vote (such as thetiele of directors and the ratification of our ipgsdent registered public accounting firm),
or if their client provides instructions on howwote by following the instructions provided by sumoker.

Voting Rights and Voting of Proxies

Holders of the Company’s common stock are entitbedne vote for each share they held as of the frdd2ate. Cumulative voting for
directors is not permitted. Directors will be ektby a plurality of the votes cast by the shafemmon stock present at the Annual
Meeting (either in person or by proxy), which metira the ten nominees with the most votes wiltleeted. Ratification of Proposal No. 2
and approval of Proposal No. 3 requires approvahbyholders of a majority of the shares of commsimek present at the Annual Meeting
(either in person or by proxy). Abstentions andderamon-votes will not have an effect on deterngrtime number of shares voted.

Solicitation and Voting of Proxies

The proxy included with this Proxy Statement isatedd by the Board of Directors of the Companyise at the Annual Meeting. You
can submit your proxy card by mailing it in the etope provided. If your proxy card is properly cdatpd and received, and is not revoked
before the Annual Meeting, your shares will be dadéthe Annual Meeting according to the instrutsiicndicated on your proxy card. If you
sign and return your proxy card but do not give aotyng instructions, your shares will be votedamor of the election of each of the director
nominees listed in Proposal No. 1 and in favormip@sals No. 2 and No. 3. To our knowledge, norathegtters will be presented at the
Annual Meeting. However, if any other matters o$ibess are properly presented, the proxy holderedan the proxy card are authorize
vote the shares represented by proxies accorditigeiojudgment. Most beneficial owners whose stisdikeld in street name receive voting
instructions forms from their banks, brokers oresthgents, rather than the Company’s proxy/votisgruction
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card. Beneficial owners may also be able to votéelgphone or the Internet. They should followittetructions on the form they receive
from their bank, broker, or other agent. The mettibdoting used will not limit a stockholder’s rigto attend the Annual Meeting.

Who can attend the meeting?

Subject to space availability, all common stockleotdas of the Record Date, or their duly appoipredies, may attend the meeting.
Since seating is limited, admission to the meetitigbe on a first-come, first-served basis. Régison and voting will begin at 11:30 a.m.
CDT. If you attend, please note that you may lkedso present valid picture identification, susheadriver’s license or passport. Cameras,
recording devices and other electronic devicesmuitlbe permitted at the meeting. Please alsothatef you hold your shares in “street
name” (that is, through a broker or other nominge), will need to bring a copy of a brokerage stapt reflecting your stock ownership as
of the record date and check in at the registratesk at the meeting.

Proxy Statement Mailing Information

The Securities and Exchange Commission permit€tmpany to deliver a single proxy statement andiahreport to one address
shared by two or more of the Company’s stockholdEngs delivery method is referred to as “houseimgtiand can result in cost savings for
the Company. To take advantage of this opportuttity Company delivers only one proxy statementamdial report to multiple
stockholders who share an address. If you prefezdeive separate copies of a proxy statementrarameport, either now or in the future, or
if you currently are a stockholder sharing an aslsltgith another stockholder and wish to receivg onk copy of future proxy statements
annual reports for your household, please sendngmurest in writing to the Company at the followedgdress: Golfsmith International
Holdings, Inc., Attn: Investor Relations, 11000IN-35, Austin, Texas 78753.

I mportant Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting To Be Held on May 5, 2008.

Under new Securities and Exchange Commission rulegou are receiving this notice that the proxy mateals for the Company’s
Annual Meeting also are available on the InternetThe proxy statement and annual report to shareholde are available at:
http://investors.golfsmith.com/financials.cfm

Expenses of Solicitation

The Company will pay the costs of preparing, migmtand mailing this Notice of Annual Meeting ob8kholders and Proxy Statement,
the enclosed proxy card and the Company’s 2008 alnRaport to Stockholders. We will also reimbursekierage firms and others for
reasonable expenses incurred by them in connegitbrtheir forwarding of proxy solicitation matelsao beneficial owners. The solicitation
of proxies will be conducted primarily by mail, by also include the Internet, telephone, facsimil oral communications by directors,
officers or regular employees of the Company actiitout special compensation.

Revocation of Proxies

If you submit the enclosed proxy card, you maykevit at any time before voting takes place atAhaual Meeting. There are three
ways you can revoke your proxy: (1) deliver to Sexretary of the Company a written notice, datest khan the proxy you want to revoke,
stating that the proxy is revoked; (2) delivertie Secretary of the Company a signed proxy wititex Idate than the proxy you want to
revoke; or (3) attend the Annual Meeting and vatpérson. For this purpose, communications shoelddoressed to R. Scott Wood,
Secretary, 11000 N. IH-35, Austin, Texas, 78758, mist be received before the time that the pratywish to revoke is voted. Please note
that if your shares are held of record by a brokank or other nominee and you wish to revoke giposly given proxy, you must contact
that entity.
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PROPOSALS SUBMITTED FOR STOCKHOLDER VOTE
Proposal 1
ELECTION OF DIRECTORS

Our Board of Directors consists of ten members 6whom are affiliated with First Atlantic Cagditatd. (First Atlantic Capital is the
management company of Atlantic Equity Partner& IR., an investment fund that controls a majoritgnership interest in us.) Our amended
and restated certificate of incorporation provitteg members of our Board of Directors will be ¢&d€icto one-year terms. The terms of each
of our ten current directors will expire at the AimhMeeting. Nine of our current directors haverbeominated for reelection and one new
director candidate has been nominated, each te semil the next Annual Meeting or until a successelected and qualified. In the case of
a vacancy occurring on the Board of Directors dythe year, the remaining members of the Boardiaddiors may elect another director i
replacement, may leave the vacancy unfilled or nedyce the number of directors.

A stockholder may (i) vote for the election of ame or more of the nominees, or (ii) withhold auityao vote for one or more of the
nominees by so indicating on the proxy card. Ydarses will be voted as you specify on the enclggedy card or as you instruct via the
alternative voting procedure described on the paatg. If you sign, date and return the proxy caithout specifying how you want your
shares voted, they will be voted for the electibthe director nominees. If unforeseen circumstar{sach as death or disability) require the
Board of Directors to substitute another persorafor of the director nominees, your shares wil/beed for that other person.

Required Vote

Directors are elected by a plurality of votes & ihnares represented at the meeting and entithemté¢o The effects of abstentions and
“broker non-votes” are discussed under “Informatidrout the Meeting, Voting and Proxies.”

NOMINEES

The following table sets forth information as talkeaominee for election, including his or her age ¢f the Record Date), background
and principal occupations:

Principal Occupation, Business Director
Name and Age Experience and Directorships Since
Martin E. Hanaka Martin E. Hanaka has been our Chairman of our Bsarck April 2007 and became our 2007
59 President and Chief Executive Officer on June 0882 From January 9, 2008 to June 18,

2008, he served as interim chief executive offitér. Hanaka was the chairman of the boe
of The Sports Authority, Inc. from November 1999iudune 2004 and was its chief execu
officer from September 1998 until August 2003. Manaka joined The Sports

Authority, Inc.’s board of directors in Februaryd® From 1994-1997, Mr. Hanaka was
president, chief operating officer and a directoBtaples, Inc. Mr. Hanaka also serves on
board of governors of the Boys and Girls Club ofeékioa.

3
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Robert E. Allen
64

Thomas Berglund

48

Roberto Buaron
62

Glenda Chamberlain
55

James Grover
37

Thomas G. Hardy
63

Marvin E. Lesser
67

James Long
66

Robert E. Allen became a director in July of 2088 aerves on our Audit Committee.

Mr. Allen was founder, and since 1982 has servanasaging director of Redding
Consultants. His non-consulting experience includtiesng been senior vice president of
Emery Worldwide. Previously, Mr. Allen served aseéimarketing officer of Genesco, Inc.
(footwear, specialty retailing and apparel). MrleAl serves on the board of J. Roberts anc
Son. He is also a former board member of EDO Catpmr, Pioneer Companies, Inc., Bic
Corporation and Goodwin Biotechnolog

Thomas A. Berglund became a director in May of 280d has been a Managing Director
First Atlantic Capital, Ltd. since 2004. Prior twrjing First Atlantic Capital, Ltd.,

Mr. Berglund had been a partner at Jupiter Partaensiddle-market private equity firm sin
1994. He is currently a director of Precision Parternational

Roberto Buaron became a director in October 2002sanves on our Nominating Committe
Mr. Buaron has been the Chairman and Chief Exeeuifficer of First Atlantic Capital, Ltd.
since he founded the firm in 1989. From 1986 to9198r. Buaron was a senior partner wit
Overseas Partners Inc., a New York middle markieate equity firm.

Glenda Chamberlain became a director in August 20@bis a member of our Audit and
Compensation Committees. Ms. Chamberlain has teeBtecutive Vice President and Cl
Financial Officer of Whole Foods Market, Inc. sirk®88, and prior to that held various
positions in public accounting, retail and businesssulting. She also serves on the board
directors, for Credit Acceptance Corporati

James Grover became a director in October 2002Gktiver has been a Managing Directc
First Atlantic since March 2007. Prior to that MBrover served as a principal of First Atlar
since May 2004, as a Vice President from AugusD2A@iil May 2004 and as an associate
from July 1998 until August 2000. Mr. Grover isigegtor of Prestolite Electric, Inc.,
Precision Parts International, and Country Puredgptnc.

Thomas G. Hardy became a director in October 2Bb2Hardy served as an operating
partner for an affiliate of First Atlantic Capitaltd. between August 2004 and January 20(
Mr. Hardy served as the chairman of the boardusftéres of the American University of Pa
from May 2003 to May 2008 and presently serves member of the advisory board of Ma
Street Resources, a private equity fund speciglizirsmall and medium sized managemet
buy-outs since May 200:

Marvin E. Lesser became a director in June 2006sanks as Chairman of our Audit
Committee. Mr. Lesser has been the Managing Paofn®igma Partners, L.P., a private
investment partnership, since 1993, and the PresaféAlpina Management, L.L.C., an
investment advisor, since 2000. He is a directdd®6G Corporation and St. Moritz 2000
Fund, Ltd.

James Long became a director in October 2002. bhglhas been a Senior Advisor of Fir:
Atlantic Capital, Ltd. since January 2005, and waviously a Managing Director of First
Atlantic Capital, Ltd. since 1991. From 197C
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1975, Mr. Long was director of acquisitions for T®eerry and Hutchinson Compal

Emilio S. Pedroni Mr. Pedroni is nominated to be a director startihthe Company’s Annual Meeting on Nominated

41 May 5, 2009. Mr. Pedroni has been a principal aftFAtlantic Capital, Ltd. since 2003. Fra
1999 to 2003, Mr. Pedroni was an engagement maiagfee corporate finance and stratec
group at McKinsey & Company, consulting to leadaomgnpanies on corporate developmet
(organic and through acquisitions), capital streetand organizational design. From 1996
1999, Mr. Pedroni was an executive director at CBarld Markets, where he delivered
investment and corporate banking solutions to rtduesportation, aerospace and defense
industries. He previously worked as an associatearCorporate Finance department at T
Chase Manhattan Bank, assisting companies on etyaf merger and acquisitions, equity
debt and restructuring transactions. Mr. Pedroreikeed a graduate degree in Economics 1
Bocconi University in Milan, Italy in 199:

Noel Wilens Noel Wilens became a director in October of 2002 serves on our Compensat 2002 (Not
46 Committee and as chairman of our Nominating ConamitMr. Wilens is not standing for Standing For
reelection. Mr. Wilens joined First Atlantic Capijtatd. in May 2001 as a principal and left Reelection)

February 2009 as a managing director. From Octd®@56 until May 2001, Mr. Wilens was
general partner of Bradford Equities Fund, L.L&ZNew York-based private equity firm.
Mr. Wilens serves as a director of Prestolite ElecPrecision Parts International, and
Country Pure Foods, LL(

Beneficial ownership information for these indivadsiis shown under the heading “Security Ownershipirectors and Executive Officers”
and is based on information furnished by the repgeadividuals.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE TO ELECT MR. HANAKA, MR. ALLEN,
MR. BERGLUND, MR. BUARON, MS. CHAMBERLAIN, MR. GROV ER, MR. HARDY, MR. LESSER, MR. LONG AND MR.
PEDRONI AS DIRECTORS FOR A ONE-YEAR TERM.
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Proposal 2
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Company’s Audit Committee recommends to thekstolders the ratification of the selection of Er&sYoung LLP (“Ernst &
Young”), an independent registered public accogntimm, to audit the accounts of the Company aaditbsidiaries for fiscal 2009. Ernst &
Young has served as the independent registerett@adaiounting firm for the Company since 1994. efiresentative of Ernst & Young will
be present at the Annual Meeting, may make a stateihhe or she desires to do so, and will belakslg to respond to appropriate questions.

Pre-Approval Policy

The Audit Committee pre-approves and reviews asgtitices performed by Ernst & Young as well asféies charged by Ernst & Young
for such services. To avoid certain potential dotglof interest in maintaining auditor independertbe law prohibits a publicly-traded
company from obtaining certain non-audit servigesfits independent registered public accounting.fDuring fiscal 2007 and 2008, the
Company did not engage Ernst & Young to provide pmohibited norauditservices and obtained such services as necessaryther
service providers. For additional information camieg the Audit Committee and its activities withnst & Young, see “Report of the Audit
Committee” and “Committees of the Board of DirestdiThe Audit Committee pre-approved all audit $s#% provided by Ernst & Young in
fiscal 2008. In the future, the Company may endagest & Young to provide certain permitted audiated and non-audit services in
accordance with applicable law.

Fees Paid to Independent Registered Public Accounting Firm

The following table sets forth the aggregate fabblscbto the Company for fiscal years ended Jan3a3009 and December 29, 2007, by
Ernst & Young:

Audit Fees Table

2008 2007

Audit fees $ 388,75( $ 395,46:
Audit-related fee: 7,00(C 17,60(
Tax fees (1 17,361 43,94(
All other fees 1,62¢ 1,62¢

$ 414,740 $ 458,62

(1) Tax services include professional services eegdi for preparation of the Company's federal aaté sncome tax returns and for tax
consulting associated with regulatory tax agencies.

Our by-laws do not require that our stockholdeti#yréghe appointment of our independent auditonsthle event the stockholders fail to
ratify the appointment of Ernst & Young, the Au@idmmittee will consider the possible selection thieo auditors for the subsequent year.
Even if the selection is ratified, the Audit Comted, in its discretion, may select a new independetounting firm at any time during the
year if it feels that such a change would be inltbst interest of the Company and its stockholt

6
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Required Vote

Ratification of Proposal No. 2 requires approvalhwy holders of a majority of the shares of commsimek present at the Annual Meeting
(either in person or by proxy).

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR PROPOSAL 2.

7
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Proposal 3

APPROVAL OF THE FIRST AMENDMENT TO THE GOLFSMITH IN TERNATIONAL HOLDINGS, INC. 2006 INCENTIVE
COMPENSATION PLAN, INCREASING THE NUMBER OF SHARES THAT MAY BE AWARDED THEREUNDER FROM
1,800,000 TO 3,300,000

Background

In June 2006, the Company adopted the Golfsmitrmational Holdings, Inc. 2006 Incentive CompermsaRlan (the “2006 PlanJnder
the 2006 Plan, certain employees, members of tlaedBaf Directors and third-party consultants maygkanted options, stock appreciation
rights (“SARS"), restricted stock grants, perforramnits and other stock-based awards. The totabeuof shares of common stock that
may be issued under the 2006 Plan is 1,800,00@.eXércise price of options granted is equal tosetiee of the Company’s common stock
on the date of grant and options generally vest aygeriod of five years with the term of each optho more than ten years from the date of
grant.

On March 3, 2009 the Board of Directors of the Campadopted the First Amendment to the 2006 Ptan“@mendment”) in the form
attached as Appendix A to this Proxy Statementjestitbo stockholder approval. If approved by stoakers, the Amendment will increase
the number of shares of Common Stock that mayswegunder the 2006 Plan from 1,800,000 to 3,300,0be Board of Directors believes
that it is in the best interest of the Companyéable to continue to provide to the persons whaesponsible for the continued growth of
Company’s business an opportunity to acquire angtgsy interest in the Company, thereby creatimgnareased interest in and greater
concern for the growth, success and welfare oCibiapany.

Stockholders are being asked to approve the Amentioensure that future incentive stock optiossiésl under the 2006 Plan continue
to qualify, if applicable, for favorable tax treatnt to optionees under Section 422 of the InteRealenue Code of 1986, as amended (the
“Code”). Stockholder approval is also requestedrtsure that certain awards made under the 20060Rkify as performance-based
compensation for purposes of Section 162(m) ofxbde and to satisfy the stockholder approval reguémts of the Nasdaq Global Market
(“Nasdaq”) relating to compensation of Companya#fs. If the stockholders do not approve the Amesrdrat the Annual Meeting, the
Amendment will be of no effect and the 2006 Plat rgvert to its pre-amendment terms.

Required Vote

Approval of Proposal No. 3 requires approval byhbk&lers of a majority of the shares of commonlsfresent at the Annual Meeting
(either in person or by proxy).

General Description of the 2006 Plan

Under the 2006 Plan we may issue or grant up @010®0 options to purchase shares of our commaik,sBARS, restricted stock grants,
performance units and other stock-based awardsipbogees, members of our Board of Directors anditparty consultants. We are seeking
stockholder approval in this Proxy statement teéase the number of options to purchase sharas @oonmon stock, SARs, restricted stock
grants, performance units and other stock-baseddswia employees, members of our Board of Direcoisthird-party consultants by
1,500,000 to a total of 3,300,000. The exerciseepf options granted is equal to the common ssiekce price on the date granted. As of
January 3, 2009, we had outstanding options tohases 2,363,994 shares of our common stock und@0@& Plan including a commitment
to also issue 800,000 options to our chief exeeuificer upon approval by the stockholders of éasing the number of shares available
under the 2006 Plan.

The Compensation Committee administers the 2006 &1id may provide for the payment of dividend egl@mats with respect to shares
common stock subject to an award. The Board ofdbars may, subject to
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any legal limitations, exercise any powers or dutiethe Compensation Committee concerning the Z086. The Compensation Committee
will select eligible employees, directors and/onsaltants of us and our subsidiaries or affilidteseceive options or other awards under the
2006 Plan and will determine the number of shafe®mmon stock covered by those options or otherdsvand the terms under which
options or other awards may be exercised. The Cosgpen Committee is authorized to interpret the&Blan and awards and to accelerate
the vesting or exercisability of awards subjedhi® limitations of the 2006 Plan. Holders of optipS8ARS, unvested restricted stock and other
awards may not transfer those awards, unless tieeyrdexcept in the case of incentive stock omidhe Compensation Committee
determines otherwise.

If we undergo a change of control, the Compensa@iommittee may adjust outstanding awards by suibistit stock or other securities of
any successor or another party to the change d¢faidransaction, or cash out outstanding opti@?siRs or other awards, in any such case,
generally based on the consideration received bgtogkholders in the transaction.

Subiject to particular limitations specified in th@06 Plan, the Board of Directors may amend oriteata the 2006 Plan, and the
Compensation Committee may amend awards outstandithgr the 2006 Plan. The 2006 Plan will contimueffect until all shares of the
common stock available under the 2006 Plan areeteldl and all restrictions on those shares hawethpunless the 2006 Plan is terminated
earlier by the Board of Directors. However, inew@nt may an award be granted under the 2006 PRlan after ten years from the effective
date.

Proposed Amendment
Subject to and contingent upon stockholder apprakial Amendment modifies the 2006 Plan as follows:

Increase in Maximum Share LimitatioiThe maximum number of shares of Common Stockveddor issuance under the 2006 Plan will
increase from 1,800,000 to 3,300,000. As of Jan8aR009, under the 2006 Plan, there were in agdec2,363,994 Awards issued and
outstanding and 223,816 authorized but unissuested Common Stock, including a grant to our chiedcutive officer of 800,000 options
subject to stockholder approval, sought hereine fitoposed additional shares, if approved by stldehns, will increase the aggregate
number of shares authorized but unissued undezddé Plan to 3,300,000 shares of Common Stock.

Certain Interests of Directors

In considering the recommendation of the Board inf&ors with respect to the Amendment, stockhadould be aware that some
members of the Board of Directors have certairr@sis which may present them with conflicts of ieg# in connection with such proposal.
Specifically, Martin Hanaka, who is an employe¢haf Company, is eligible to participate in the 260&n and will receive 800,000 of the
1,500,000 shares approved. Upon his appointme@haef Executive Officer, the Company granted Manidka 1,000,000 options to buy
common stock of the Company at an exercise pri&2, of which 800,000 shares were subject tasesyrent approval of the stockholders
of an increase in the number of shares availabdeutne 2006 Plan. Approval of this proposal Wilalize the grant to Mr. Hanaka pursuant
to his Employment Agreement.

Additionally, Non-Employee Directors, including Millen, Ms. Chamberlain, Mr. Hardy and Mr. Lessez partially compensated with
grants under the 2006 Plan. The Board of Direaesgnizes that adoption of the Amendment mayfiténdividual directors of the
Company and their successors, but it believesaiyatoval of the Amendment will strengthen the Conymability to continue to attract,
motivate and retain qualified employees, officard directors and advance the interests of the Coyngad its stockholders by encouraging
key employees to make significant contributionthimlong-term success of the Company. The BoaRiretctors believes that the
Amendment is in the best interest of the Compamyitnstockholders.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR PROPOSAL 3.
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REPORT OF THE AUDIT COMMITTEE

The following report shall not be deemed incorporated by reference by any general statement incor porating by reference this proxy
statement into any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that we specifically
incor porate this information by reference, and shall not otherwise be deemed filed under the Securities Act of 1933 or the Securities Exchange
Act of 1934.

The Audit Committee operates under a written chaateopy of which is attached to this Proxy Staetas Appendix B and is available
the Investor Relations section of the Company’ssitekatwww.golfsmith.com, under “Corporate Governance.”

As of March 5, 2009, the Audit Committee was corsgdi of Robert E. Allen, Glenda Chamberlain and el Lesser. The Board of
Directors has determined that each of the Audit @dtee members are independent directors, as dkfinkéem 401(h) of Regulation S-K of
the U.S. Securities and Exchange Commission (tEC"pand the rules of the Nasdaq Global Market 8&qg”) and each qualify as “audit
committee financial expert(s)” in accordance witfCSrules. Stockholders should understand thatiséggnation is an SEC disclosure
requirement related to the Audit Committee membexgerience and understanding with respect toioeataounting and auditing matters.
The designation does not impose on any membereddklit committee any duties, obligations or ligiles that are greater than are generally
imposed on them as members of the Audit Committektiae Board of Directors, and their designatioawdit committee financial experts
pursuant to this SEC requirement does not affecttities, obligations or liability of any other migen of the Audit Committee or the Board
of Directors.

The primary focus of the Audit Committee is to astlie Board of Directors in its general oversighthe Company’s financial reporting,
internal controls and audit function. Managemerst th& primary responsibility for preparation, preation and integrity of the Company’s
financial statements, accounting and financial repg principles, internal controls and procedutesigned to ensure compliance with
applicable accounting standards, and applicable vl regulations. The Company’s independent ergidtpublic accounting firm is
responsible for performing an independent audihefconsolidated financial statements in accordanitegenerally accepted auditing
standards in the United States. Members of the tAColinmittee are not auditors, and their functioresret intended to duplicate or certify
activities of management and the independent adit@r can the Audit Committee certify that thddpendent auditors are “independent”
under applicable rules.

In this context, the Audit Committee has met anld ldéscussions with management and the Compangspiendent registered public
accounting firm. Management represented to thetATmimmittee that the audited financial statemefithe Company included in the
Company’s Annual Report on Form 10-K for the yaadledd January 3, 2009, were prepared in accordaiticgy@nerally accepted accounting
principles in the United States, and the Audit Cadttea has reviewed and discussed the audited ddasad financial statements with
management and the independent registered pulddnating firm. The Audit Committee discussed witlke tndependent registered public
accounting firm the matters required to be disadisgeStatement on Auditing Standards No. 114, “Abditor's Communication with Those
Charged With Governance.” The Audit Committee’sdssions with the independent registered publioaating firm were held both with
and without management present, and included thygesof their respective audits, their evaluatiothef Company’s internal controls and the
overall quality of the Company’s financial repogin

In addition, the Audit Committee has received thiéten disclosures and the letter from the indegemdegistered public accounting firm
required by applicable requirements of the Pubben@any Accounting Oversight Board regarding thepehdent registered public
accounting firm’s communication with the Audit Coritt@e concerning independence, and has discussbdheiindependent registered
public accounting firm their independence from ngmmaent and the Company, and approved the feesidiitrservices provided by Ernst &
Young. During fiscal 2008 and 2007, the Companyrditiengage Ernst & Young to provide any
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prohibited non-audit services in light of the pbsieffect of the performance of such serviceshenauditor’'s independence.

Based on the reviews and discussions referreddeealthe Audit Committee recommended to the Bo&li@ctors, and the Board of
Directors approved, that the audited consolidaiteghtial statements be included in the Annual Repof~orm 10-K for the year ended
January 3, 2009, as filed with the SEC on March0®9. Pursuant to the Audit Committee Charter Ahdit Committee recommends the
selection of the Company’s independent registetdgipaccounting firm for stockholder approval.

AUDIT COMMITTEE
Marvin E. Lesser, Chairman
Robert E. Allen
Glenda Chamberlain
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GOVERNANCE OF THE COMPANY

Our Board of Directors takes corporate governameg seriously and is committed to sound corporateegnhance practices. Our Board of
Directors has the responsibility for establishimgdul corporate policies and for the overall perfange of the Company. In accordance with
applicable Delaware law, the business of the Comjmmanaged under the direction of its Board a&Blors. Pursuant to the Company’s
amended and restated bylaws (the “Amended and teddglaws”), the Board of Directors is to congifnot fewer than five or more than
thirteen directors. Our Board of Directors curremmbnsists of ten directors. During 2008, the BaafrBirectors met seven times (not
including committee meetings) and took action bittem consent on two other occasions. Each of oectbrs attended greater than seventy
five percent of all Board Meetings and committeestimgys in 2008. The Company does not have a policgttendance at the annual mee
however, six out of our ten directors attendedXheual Meeting in 2008.

CODE OF BUSINESS CONDUCT AND ETHICS

The Company has adopted a Code of Ethics for Séxiecutives and Financial Officers , which appteshe Chief Executive Officer,
Chief Operating Officer, Chief Financial Officerjcé President—Finance and Accounting Operationsi@tler and any other employee
with any responsibility for the preparation anéhfij of documents with the Securities and Exchange@ission. Additionally, the Company
has adopted a Code of Business Conduct and Ethiichapplies to all directors, officers and empley.eCopies of each of these codes are
available in the Investor Relations section of@mpany’s website atww.golfsmith.com, under “Corporate Governance.” The information
on the Company’s website is not incorporated bgrefce in this Proxy Statement. The Company wsitldise on a Form 8-K amendments to
provisions of the Code of Ethics and the Code dfiBess Conduct and Ethics by posting such amendnoerits website. In addition, any
such amendments, as well as any waivers of the GoHthics for directors or executive officers, Mie disclosed in a report on a Form 8-K.

INDEPENDENCE OF DIRECTORS

The Company is a “controlled company” under theddgscorporate governance rules. A “controlled camyp) is a company of which
more than 50% of the voting power is held by anviiddial, group or another company. Based on a gatights and stockholders’ agreement
among Atlantic Equity Partners Ill L.P. (“Atlantiequity Partners”), Carl Paul and Franklin Paulaftic Equity Partners holds more than
50% of our voting power. Among other things, tatcolled company exemption eliminates the requéets that (1) a majority of the Board
of Directors consist of independent directors, @)dhe Company establish a nominating committekaaoompensation committee that are
composed entirely of independent directors withridte@n charter addressing the purpose and respbtisgbof the compensation committee.
The “controlled company” exemption does not modify independence requirements for our Audit Conemittn addition, if the Company
ceases to qualify as a “controlled company” inftitare, the Board of Directors will be requiredd® composed of a majority of independent
directors and the Compensation and Nominating Cdtees will be required to be composed entirelyndipendent directors within one year
of the date that the Company ceases to be a “d@ttroompany”.

Notwithstanding the controlled company exemptitwe, Board of Directors has determined that thretsdén members are independent
directors in accordance with the requirements afddg. These requirements include a series of dgetetsts, including that the director is
not an employee of the Company and has not engagedious types of business dealings with the CamypIn addition, as further required
by the rules of Nasdag, the Board of Directorsrhade a subjective determination as to each indepemtirector that no relationships exist
which, in the opinion of the Board of Directors, wia interfere with the exercise of independent judgt in carrying out the responsibilities
of a director. In making these determinations,Bbard of Directors reviewed and discussed inforamgirovided by the Board of Directors
and the Company with regard to each director’'srimssi and personal activities as they may relateet€ompany and its
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management. The Board of Directors has reviewethttependence of the current non-management discgtaler these standards and found
Mr. Allen, Ms. Chamberlain and Mr. Lesser to begpdndent.

Mr. Hanaka, the Company’s Chief Executive Officarves on the Company’s Board of Directors.
COMMUNICATIONS WITH THE BOARD OF DIRECTORS

The Board of Directors has established a processcive communications from stockholders. Stolddrs who wish to communicate
with the Board of Directors, or individual direcépmay send correspondence to them care of R. ®mitl, Secretary of the Company,
11000 North IH-35, Austin, Texas, 78753.

The Board of Directors has instructed the Secratargview all communications so received and teweine whether the contents
represent a message to the directors. Any contieat&re not in the nature of advertising, pronmatiof a product or service, patently
offensive material or matters deemed inappropf@t¢he Board of Directors will be forwarded pronyptio the addressee. However, any
director may at any time request the Secretarpwdrd any and all communications received by ther&ary but not forwarded to the
directors.

COMMITTEES OF THE BOARD OF DIRECTORS

The Board of Directors has designated an Audit Catas) a Compensation Committee and a Nominatingi@ittee. The members of
each committee are appointed by the Board of Dire@nd serve one-year terms.

Audit Committee

The Audit Committee currently consists of Mr. Allevls. Chamberlain and Mr. Lesser (Chairman). Eaemiyer of the Audit Committee
is an independent director, as defined in Item HP&f Regulation S-K of the SEC and Nasdaq rules.

All Audit Committee members must be financiallyetate, and at least one member must have accouwrtiegated financial management
expertise. The Company believes that Mr. Allen, RIsamberlain and Mr. Lesser each meet the requitenier a financial expert under the

Sarbanes-Oxley Act of 2002 and as defined by Itéf{#) of Regulation S-K of the SEC. The Companydail of Directors has adopted a
charter setting forth the responsibilities of thedt Committee, which include:

e retaining and terminating the Company’s independenitor;

« discussing the scope and results of the audit thélindependent auditor, and reviewing with managerand the independent
auditor the Company’s interim and year-end opegatasults;

e reviewing the adequacy of the Company’s internatids and audit procedures; and
e approving (or, as permitted, pre-approving) allihadd non-audit services to be performed by thiejendent auditor.
During 2008, the Audit Committee met six times, afdlirectors serving on the Audit Committee & televant meetings attended all of
the meetings. The responsibilities and activitiethe Audit Committee are described in greateaitiet “Report of the Audit Committeednd
the Audit Committee charter, a copy of which iseltted to this proxy as Appendix B and is also abél in the Investor Relations section of

the Company’s website atvw.golfsmith.com, under “Corporate Governance.”
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Compensation Committee

The Compensation Committee currently consists ofWWitens (Chairman) and Ms. Chamberlain. The Corg{zaBoard of Directors has
adopted a charter setting forth the responsitslitiethe Compensation Committee, which include:

* determining the compensation of the Chief Execu@iWiécer based on the achievement of corporateabivjes;
*  reviewing and recommending approval of compensaifdhe Company’s executive officers;
e administering the Company’s equity incentive plary]

e reviewing and making recommendations to the ComgaBgard of Directors with respect to incentive gamsation and equity
plans.

During 2008, the Compensation Committee met fones and took action by written consent one timachEcommittee member attended
all of the Compensation Committee meetings durid@® The Compensation Committee is governed by a writtearter, a copy of which
available in the Investor Relations section of @menpany’s website ahvestors.golfsmith.com, under “Corporate Governance.”

Report of the Compensation Committee

Disclosure under this section is not required femeller reporting company.
Compensation Committee Interlocks and Insider Participation

Disclosure under this section is not required femaller reporting company.

Nominating Committee

The Nominating Committee currently consists of Buaron, Mr. Hanaka and Mr. Wilens (Chairman). Tlenpany’s Board of Directors
has adopted a charter setting forth the respoitgbibf the Nominating Committee, which include:

« developing and recommending criteria for selectiag directors and evaluating and recommending neesito the Board of
Directors;

e supervising the selection and composition of corres for the Board of Directors;
* evaluating the performance of the Board of Direstond of individual directors; and
* identifying and recommending to the Board of Dicgstindividuals qualified to become executive ddfig of the Company.
The Nominating Committee met twice in 2008 anddgegned by a written charter, a copy of which iaikable in the Investor Relations
section of the Company’s websiteiatestors.golfsmith.com, under “Corporate Governance.” Each committee negratiended all of their

Nominating Committee meetings during 20
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DIRECTOR NOMINATION PROCESS

Directors may be nominated by the Board of Directmrby stockholders in accordance with the ComimAynended and Restated Byle
and consistent with the terms of the managemehtsiagreement by and between the Company and itlquity Partners (the
“Management Rights Agreement”), for so long asNfemagement Rights Agreement is in place. As a mafteourse, the Nominating
Committee reviews the qualifications of variousgoais to determine whether they represent good datedi for consideration for members
on the Board of Directors. The Nominating Committediews all proposed nominees for the Board oé€&lwrs, including those proposed by
stockholders. The Nominating Committee evaluatesliciates proposed by stockholders using the saiteei@ras for other candidates. This
process includes a review of the candidate’s chargadgment, experience, independence, undeiisigof our business or related industries
and such other factors as the Nominating Commitedermines are relevant in light of the needs eBbard of Directors and the Company.
The Nominating Committee selects qualified candisland reviews its recommendations with the Bo&Rirectors, which will decide
whether to invite a candidate to be a nominee lggtion to the Board of Directors. The Company doatscurrently pay a fee to any third
party to identify or assist in identifying or evating potential nominees. The Management Righteé&mient allows Atlantic Equity Partners
to designate, after the Company ceases to be eotltedtcompany under the rules of Nasdaq, a certamber of directors for nomination to
the Board of Directors until Atlantic Equity Parteeownership falls below 10%.

Upon notice of Mr. Wilen’s decision not to stdiod reelection, Mr. Pedroni was nominated by AfilaEquity Partners pursuant to the
Management Rights Agreement. The Nominating Cotesmiand other members of the Board of Directorsandtinterviewed Mr. Pedroni,
and reviewed and evaluated his qualifications terieine whether he represented a good candidatofmideration for membership on the
Board of Directors. On February 25, 2009, the Nating Committee met and recommended nominationfddroni to the Board of
Directors. On March 3, 2009, the Board of Directmiest and nominated Mr. Pedroni to stand for elecitothis Proxy.

Stockholder recommendations for director carntdslanay be submitted to the Secretary of the Cognpah1000 N. IH-35, Austin, Texas,
78753, and such recommendations will be forwardettié Nominating Committee. Such nominations mestlade in accordance with the
provisions of the Company’Amended and Restated Bylaws, including the requént that they are received by the Secretaryeo€dmpan
not less than 90 days prior to any meeting of dtolders called for the election of directors.

EXECUTIVE OFFICERS
Certain information concerning the Company’s exseubfficers is set forth below:

Martin E. Hanaka, age 59. See “Proposals Submitted for Stockholde \— Proposal 1 — Election of Directors” for biaghical
information about Mr. Hanaka.

Virginia Bunte, age 43, resigned as Senior Vice President anef Elmancial Officer of the Company, effective Mar®, 2009, to pursue
other interests. Ms. Bunte joined us in 1995 amdeskas our Treasurer and Chief Financial Officent January 2003, and as a Senior Vice
President from February 2006 until her departurent1995 to 2003, Ms. Bunte served in various pmsitwith us including Assistant
Controller, Controller and Vice President — Finance

Matthew Corey, age 42, joined us in November 2004 as our Viceitheas— Marketing, and was promoted to Senior \Rcesident —
Marketing, Brand and New Business Development loré&ary 2009. Prior to joining us, Mr. Corey senasdVice President -Marketing anc
eCommerce for The Bombay Company from April 2008l INovember 2004 and prior to that as senior manad marketing and operations,
business development strategy and partnershipehiHome Depot, Inc. from October 1999 until Feby2002.
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Gillian Felix, age 40, joined us in August 2006 as our Vice PeggidHuman Resources and was promoted to SenierRfiesident —
Human Resources and Guest Experience in Octobé&r. 20r to joining us Ms. Felix served as Vicegtdent of Human Resources for
Hoover’s Inc. between February 2005 and August 200&. Felix served Vice President at NextLeftiedn October 2003 and
November 2004. Previously she held various manageénoles for Virgin Retail in London, United Kingeh and in the United Stat
between June 1989 and September 2003.

e E. Gove, age 50, joined us in September 2008 as our Execdice President and Chief Operating Officer. odgMs. Bunte’s
departure from the Company in March 2009, Ms. Gassumed additional responsibilities as interim Chieancial Officer. Prior to joining
us, Ms. Gove was an independent consultant sincié 24906, serving clients in specialty retail amivate equity. She has been a member of
the Board of Directors of AutoZone, Inc. since 2086e was Executive Vice President and Chief Opry&fficer of Zale Corporation from
2002 to 2006 and a member of the board of directbFPale Corporation from 2004 to 2006. She waschkige Vice President, Chief
Financial Officer of Zale Corporation from 19982002 and remained in the position of Chief Finain®ificer until 2003.

COMPENSATION DISCUSSION AND ANALYSIS

Compensation Overview

We currently qualify as a “smaller reporting comypaas such term is defined in Rule 405 of the SiiesrAct and Item 10 of Regulation
S-K. Accordingly, and in accordance with relevaBCSrules and guidance, we have elected, with ré$pebe disclosures required by Item
402 (Executive Compensation) of Regulation S-Kedmply with the disclosure requirements applicablemaller reporting companies. The
following Compensation Overview is not comparabl¢hte “Compensation Discussion and Analysis” teatquired of SEC reporting
companies that are not smaller reporting companies.

This Compensation Overview discusses the matdaaients of the compensation awarded to, earned pgid to our executive officers,
and the Compensation Committee’s role in the deaighadministration of these programs and policiesaking specific compensation
decisions for our executive officers, includingiogrs who are considered to be “named executiveasH” during our last fiscal year. Named
executive officers consist of any individual whawea as our Chief Executive Officer during 2008] aur two most highly compensated
executive officers other than the Chief Executiiéd®r during 2008. For fiscal 2008 under the deraleporting company rules, our named
executive officers are: James D. Thompson, forntexii@an, President and Chief Executive Officer; fiballanaka, current Chairman,
President and Chief Executive Officer; Virginia Benformer Senior Vice President, Chief Financific@r and Treasurer; and Sue Gove,
Executive Vice President and Chief Operating Office

Objectives of Compensation Programs

The primary objective of our executive compensafioygram is to attract talented executives to canagement team and to align
management activities with the creation of longrt@alue for our stockholders. To achieve this goal utilize data from third-party
compensation specialists to enhance our compengalias in order to encourage and reward all eng@syor financial, personal and
operating performance and leadership excellenéeménts of compensation for our named executiviear® and other key executives con
of: (a) annual base salary; (b) annual cash boassdon achievement of clear corporate goals astped performance; (c) stock-based
compensation to align executive goals with stoctiolvalue based on impact to the Company and parpenformance; (d) perquisites and
other personal benefits; and (e) severance bendfdshave employment agreements with our Chief ke and Chief Operating Officers,
and, prior to their resignations, had employmemneagents with Ms. Bunte, former Chief Financiali€@df, and Mr. Thompson, former Chief
Executive Officer, detailing some of these compé&osalements.

General Discussion of Executive Compensation

In deciding on the type and amount of compensdtioeach named executive officer, we focus on tlaeket value of the role and current
pay of the individual. We combine the compensagilaments for each
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named executive officer in a manner we believenogs each named executive officer’s contributthe Company.

In 2008, under the direction of the Compensatiom@ittee, the Company completed a pay and gradirdy<the “Pay and Grading
Study”) of each position in the Company in whicka} evaluated the Company’s compensation philogagtit relates to base and variable
pay; (b) obtained updated industry data relateskexutive compensation in similar retail organmasi and similarly-sized organizations by
revenue, including the market for comparable posg#iwith similar organizations in Austin, Texasgdn) identified career groups, job
families and roles for each position in the orgatian with associated pay bands for individualsiatilar levels in the Company. In gather
the information for this study, we utilized repofitsm Mercer Corp., Watson Wyatt, and Economic Rede Institute (jointly, the
“Compensation Surveys”) on executive and employeapensation. The data was compiled to show baséotaiccash compensation for
each position; and median bonus targets as a faegeeof base salary. The Compensation Surveysdessadt specify peer group companies,
but include a broad range of companies.

In determining total compensation for our namedcakee officers, the Compensation Committee seeksdintain total compensation for
employees between the 80 and'75 percentile fdr pasition as identified by the Pay and Gradingd$t On an annual basis, we
benchmark our compensation structure against tinep€nsation Surveys to ensure we are competitivaaastablish annual salary increases
and equity grants, if any. However, variationsiirthis procedure may occur as dictated by the épes level of a specific individual or
market factors, or upon the hiring of new executffecers, as described below under “Narrative isare to Summary Compensation
Table.”

Elements of Compensation
Our compensation program consists of four basimetds:
e base salary;
* annual cash bonus;
»  stock-based compensation;
»  perquisites and other personal benefits; and
*  severance benefits.

These elements of compensation are largely allddataccordance with the philosophy discussed aboder “General Discussion of
Executive Compensation.” There is no pre-estabtigholicy or target for the allocation between casti non-cash or short-term and long-
term incentive compensation. Rather, we revievividdal performance and intend to use informatiooved by Compensation Surveys to
determine the appropriate level and mix of incemttempensation. However, the Compensation Conemigeognizes that the engagemei
strong talent in critical functions may, at timestail recruiting new executives and involve negidins with individual candidates. As a
result, the Compensation Committee may determirzegarticular situation that it is in our best net& to negotiate compensation packages
that deviate from the established norms and staiethensation design. The Compensation Committdetto® approach twice in 2008 with
respect to hiring Mr. Hanaka and Ms. Gove, as desdrbelow under “Narrative Disclosure to Summaonipensation Table — Material
Terms of Employment of Chief Executive Officer abdief Operating Officer.”

These elements of compensation, as applied in 2068Jescribed in more detail below under “Nareiisclosure to Summary
Compensation Table.”
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SUMMARY COMPENSATION TABLE

The following Summary Compensation Table summariaegotal compensation paid to or earned by oarathexecutive officers in
fiscal 2008.

Nonequity
Stock Option Incentive Plan All Other
Salary ($) Awards ($) Awards ($) Compensation Compensation $
Name and Principal Position Year 1 (2) (3) ($) (4) (5) Total ($)
Martin E. Hanak: 2008 $ 313,84t $ 377,000 $ 1,544,200 $ — % 145,38(6) $ 2,380,42
Chairman of the Board of Directors, President and Chief Executive
Officer
James D. Thompsc 2008 18,75( — — — 753,35¢7) 772,10:
Former Chairman of the Board of Directors, President and Chief 2007 403,58( — 214,201 — 2,25((8) 620,03(
Executive Officer
Virginia Bunte 2008 207,00( — 58,19. 18,63( 6,76%(9) 290,59:
Senior Vice President - Chief Financial Officer and Treasurer 2007 207,23¢ — 61,20( — 6,21%(9) 274,65t
Sue E. Gowt 2008 92,30¢ — 289,84( — 24,41410) 406,56:

Executive Vice President and Chief Operating Officer

(1) Amounts represent salary earned up to the datmpfoyment with us in the case of Mr. Thompson. Manaka and Ms. Gove were
hired in June 2008 and September 2008, respecti@yFebruary 17, 2009, Ms. Bunte gave noticeeofrbsignation from her position
effective March 3, 2009. Following Ms. Bu’s departure, Ms. Gove assumed all duties as inthief financial officer

(2) Mr. Hanaka was granted 145,248 deferred stock imitsnnection with his appointment as interim €Eleeecutive officer in January
2008.

(3) The amounts shown in this column represent thedalhounts of compensation expense recognized iaumlited consolidated
financial statments related to the fair value otktoptions granted in 2008 and prior fiscal yéaraccordance with SFAS 123(R).
Pursuant to SEC rules, the amounts shown exclederpact of estimated forfeitures related to senlased vesting conditions. These
amounts reflect our accounting expense and doareégpond to the actual value that will be realikgdhe named executive officers.
See Note 9 to the audited consolidated financééstents included in our Annual Report on Form Hni€iscal year ended January 3,
2009 for a discussion of the relevant assumptigxdditional information regarding grants and awasdpresented in theGrants of Pla
Based Awarc” table.

(4) The amount shown for Ms. Bunte represents her paeinoce bonus under the 2008 Bonus Plan for thieafitd second quarters of fiscal
2008.

(5) Perquisites and other personal benefits are valndtie basis of the aggregate incremental cosiet@bmpany of such perquisites and
other personal benefit

(6) The amount shown for Mr. Hanaka represents (a)5887in fees earned as the non-executive chairm#émred€ompany’s Board of
Directors prior to becoming the Company’s Chief &xeve Officer, and (b) $77,883 for reimbursemefteonporary residence and
travel expenses to Austin, Texas pursuant to hi@mement agreemer

(7) The amount shown for Mr. Thompson represents (8D P00 in severance payments and $3,166 in COBRire@tion premiums
earned in connection with his termination in Jag2f08 that are to be paid in 21 installments thloAugust 2009 pursuant to his
employment agreement, and (b) $188 in the Con’s matching contribution to his 401(k) accot

(8) The amount shown for Mr. Thompson represents thagamy s matching contribution to his (401)k accot

(9) The amount shown for Ms. Bunte represents the Cag’'s matching contribution to her (401)k accot

(10) The amount shown for Ms. Gove represents reimbuseof temporary residence and travel expensesistiry Texas pursuant to her
employment agreemer
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Narrative Disclosure to Summary Compensation Table
Material Terms of Employment Agreements

The Company has employment agreements with oun@haj President and Chief Executive Officer, MrnHliga, and our Executive
Vice President and Chief Operating Officer, Ms. &oand had employment agreements with our formeir@an, President and Chief
Executive Officer, Mr. Thompson, and former Chi@fdncial Officer, Ms. Bunte, prior to their resigioms from the Company.

Mr. Hanaka

On June 13, 2008, the Company appointed its Chaiohthe Board of Directors and interim Chief Exoa Officer, Martin E. Hanaka,
to the position of President and Chief Executivéd@f. Mr. Hanaka had been the Companiyiterim Chief Executive Officer since Januar
2008 and had been with the Company since April 268i%ing as a director and Chairman of the Board.

Following the departure of our former Chief ExeeatDfficer, Mr. Thompson, on January 9, 2008, teen@ensation Committee retair
Herbert Mines Associates, an executive search (fine “Executive Search Firm”), to conduct a nati@@vsearch for a new chief executive
officer and to participate in establishing a congagion plan for the position. The Executive Sedich informed the Compensation
Committee about the compensation ranges of exexutivpositions with similar responsibilities atrgmarable companies, and provided us
with guidance as to how different skills and level€xperience impact those compensation ranggusBg the information obtained from
the Executive Search Firm, the Compensation Coraendetermined target compensation ranges for tieé eecutive officer position,
taking into account any individual candidate’s mautar skills and levels of experience. In specificumstances, when making an offer to a
new executive officer, the Compensation Committee eonsidered other factors, such as the amoum\adsted compensation that the
executive officer candidate had with his former @ypr. The Executive Search Firm then provided ipldtcandidates to the Compensation
Committee and the Board of Directors to interviewthe position.

Following the Annual Meeting on May 5, 2008, thealB of Directors began negotiating with Mr. Hanékanake his interim assignme
permanent. Since Mr. Hanaka was, prior to his agpwnt as full time Chief Executive Officer, thealiman of the Compensation
Committee, the Board of Directors negotiated tmseof Mr. Hanaka’'s compensation through Mr. Wilari® was also a member of the
Compensation Committee, as outlined below.

Mr. Hanaka's employment agreement, entered intdume 13, 2008, extends for three years, with auiorsaccessive one-year
extensions unless terminated by either party. Asiged in the employment agreement, Mr. Hanakangdkive (i) a minimum base salary of
$600,000 per year; (ii) the potential to earn amuah bonus of up to 75 percent of his then-curbaise salary based on the Company’s
attainment of financial targets; (iii) the granta$tock option to purchase 1,000,000 shares oframmstock of the Company at an exercise
price of $2.33 per share (which was the closingepaf the common stock on the date of the employmgreement) vesting in five equal
annual installments (however, vesting with respe@&00,000 shares is subject to approval by thef2myls stockholders of an increase in
number of shares available under the Company’s B0@6 by at least an equal number of shares; weeasldng such stockholder approval in
this Proxy Statement pursuant to Proposal No.i8) payment of or reimbursement for reasonabledetial rental and living expenses
incurred for Mr. Hanaka's residence in the Ausliaxas metropolitan area and reasonable airfarereddor business purposes and
commuting up to once per week between Austin, Texakshis primary residence in Fort Lauderdale,ifféoduring the term of the
employment agreement; and (v) other benefits, asgbarticipation in the 401(k) retirement savingsmphealth and disability insurance, as
well as four weeks paid vacation, reimbursementuginess expenses and indemnification and liabilgyrance on the same basis as other
officers of the Company.

The employment agreement further provides thaprifr to a “change of control,” the Company’s Bdbaif Directors terminates
Mr. Hanaka's employment without “cause” or can@sautomatic extension of
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his employment term, or Mr. Hanaka resigns for ‘fjoeason”, as those terms are defined in the empmay agreement, Mr. Hanaka will be
entitled to receive (i) a prorated bonus for tisedi year in which his employment terminates, dgifdéverance payments totaling 200 percent
of an amount equal to his then-current base sghayable in equal installments in accordance witamary payroll procedures during a
two-year period, commencing within 60 days follog/ithe date his employment is terminated. The enmpéyt agreement further provides
that, if, on or after a change of control, the Camys Board of Directors terminates Mr. Hanaka’ peyment without cause or cancels an
automatic extension of his employment term, or Manaka resigns under any circumstances, Mr. Hawékbe entitled to receive (i) a
prorated bonus for the fiscal year in which his yment terminates, and (ii) severance paymengingt 200 percent of an amount equal to
the sum of his then-current base salary plus leis-turrent maximum annual bonus payable in eqs#dliments in accordance with
customary payroll procedures during a two-yearqaercommencing within 60 days following the date énployment is terminated. In each
such case, Mr. Hanaka is entitled to Company-padalth care continuation coverage premiums for hifhasel his dependents for two years
following such termination of employment. In theseaf a change of control event, the stock optiwil ¥ecome fully exercisable. In the
event of death or disability, Mr. Hanaka (or hisiéficiary) will be entitled to receive a proratethaal bonus for the fiscal year in which his
employment is terminated and Company-paid health cantinuation coverage premiums for Mr. Hanaka lsis dependents for one year
following such termination of employment. To reaeihese severance and post-termination benefitsHitraka or his legal representative is
required to execute a general release of claimssighie Company and its affiliates. In additianthie event of Mr. Hanaka'death prior to ¢

of his stock options becoming fully exercisableaddition to any stock options that are otherwiser@sable, options to purchase 200,000 of
the common stock will become exercisable.

Mr. Hanaka's employment agreement also contairtsictge covenants which generally prohibit Mr. Haa from (a) disclosing the
Company’s trade secrets and confidential infornrmatay (b) during his employment term and for the4year period following termination of
employment (1) soliciting on behalf of a competingsiness the Company’s customers, (2) solicitieg@bmpany’s employees or
(3) engaging in any competing business.

In 2008, pursuant to his employment agreementHdnaka received $313,846 in base salary, stockmpto purchase 1,000,000 shares
of the Company’s common stock, valued at $1,544,3066 $77,883 as reimbursement for temporary reseland travel expenses resulting
from his relocation to Austin, Texas in connectwith his full-time employment by the Company. Atlolally, prior to his becoming an
employee, we paid Mr. Hanaka $67,500 in directes fior his service as Chairman of our Board of ®@aes and interim Chief Executive
Officer pursuant to our Non-Employee Director Comgation Plan described below.

Ms. Gove

The Compensation Committee negotiated with Ms. Gbraugh Mr. Hanaka in September 2008 when hiriaigas our Executive Vice
President and Chief Operating Officer. The Complaeny retained the Executive Search Firm to fintliafcoperating officer in early 2007,
received compensation recommendations and inteedesgveral candidates, including Ms. Gove, buedatiff the search following the
departure of Mr. Thompson. Mr. Hanaka contacted Gtsve following his appointment and negotiatedttdrens under which she would join
the Company in the fall of 2008. Based upon Msvé&mbackground, education, experience and prioypansation, the Compensation
Committee and the Board of Directors approved tilewing terms of Ms. Gove’s compensation.

Ms. Gove’s employment agreement, entered into quieBaber 29, 2008, extends for three years, witbraatic successive one-year
extensions unless terminated by either party. Asiged in the employment agreement, Ms. Gove witkive (i) a minimum base salary of
$400,000 per year; (ii) the potential to earn amuah bonus of up to 75 percent of her then-curbase salary based on the Company’s
attainment of such financial targets as are estadédi by the Board of Directors of the Companyj, {fiie grant of a stock option to purchase
200,000 shares of common stock of the Company akarcise price of $2.50 (which is the date ofeh#loyment agreement) vesting in five
equal annual installments; (iv) payment of or raimsgment for reasonable residential rental anddieixpenses incurred for Ms. Gove’s
temporary residence in the Austin, Texas metro@olirea and reasonable airfare incurred for busim@gposes and commuting up to once
per week between Austin, Texas and her primarygleesie in Dallas, Texas for up to one year untilrb&rcation to
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the Austin area; and (v) other benefits, such ascigaation in the 401(k) retirement savings plaealth and disability insurance, as well as
four weeks paid vacation, reimbursement of busieapgnses and indemnification and liability insweaon the same basis as other office
the Company. On May 15, 2009, if she continueseteinployed by the Company, Ms. Gove’s will rece{wé: an increase of $50,000 to
annual base salary for a total of $450,000 per;\e&)y a $50,000 retention bonus as defined indgeeement; and (viii) a grant of a stock
option to purchase 100,000 shares of common stbitledCompany at an exercise price of the Compastgek on that date.

The employment agreement further provides thapyrifir to a “change of control,” the Company’s Bdbaif Directors terminates
Ms. Gove’s employment without “cause” or cancelsaatomatic extension of her employment term, or Gleve resigns for “good reason”,
as those terms are defined in the employment agneeids. Gove will be entitled to receive (i) harmed but unpaid base salary and earned
but unpaid annual bonus for any completed fiscat;y@) her prorated annual bonus for the fisagdiyin which her employment is
terminated; and (iii) severance payments totalidg®&rcent, 100 percent or 200 percent of an amequrdl to her then-current base salary,
depending on the date of termination, payable irakopstaliments in accordance with customary phprocedures during a 6-month, 12-
month or 24-month period, respectively, commenciadater than 60 days following the date her emmleyt is terminated, or until she
accepts other employment, whichever is sooneonlr following the occurrence of a “change of coht the Company’s Board of Directors
terminates Ms. Gove’s employment without “causetancels an automatic extension of her employneent,tor Ms. Gove resigns fogtod
reason”, Ms. Gove will be entitled to receive @rtearned but unpaid base salary and earned baiduapnual bonus for any completed fiscal
yeatr; (ii) her prorated annual bonus for the figer in which her employment is terminated; angdh amount equal to 200 percent of
then current total annual base salary, payablgumlanstallments in accordance with customary pidprocedures during a 24-month period,
commencing no later than 60 days following the dieieemployment is terminated, or until she accetitsr employment, whichever is
sooner. In each such case Ms. Gove is entitledtopganypaid health care continuation coverage premiumsdoself and her dependents
up to two years following such termination of emptent, depending on the date of termination, oil she accepts other employment,
whichever is sooner. If Ms. Gove’s employment ieni@ated following a “change of control”, the stogfition shall become fully exercisable.
In the event of death or disability, Ms. Gove (er beneficiary) will be entitled to receive a ptehannual bonus for the fiscal year in which
her employment is terminated and Company-paid healte continuation coverage premiums for Ms. Gaow her dependents for one year
following such termination of employment. To reeethese severance and post-termination benefitsGlglge or her legal representative is
required to execute a general release of claimsisighe Company and its affiliates.

Ms. Gove’s employment agreement also containsicgése covenants which generally prohibit Ms. Gdram (i) disclosing the
Company’s trade secrets and confidential infornmgtay (i) during her employment term and for thtyear period following termination of
employment (a) soliciting on behalf of a competinginess the Company’s customers, (b) solicitiegGbmpany’s employees or
(c) engaging in any competing business.

In 2008, pursuant to her employment agreementGdse received $92,308 in base salary, stock optmpsirchase 200,000 shares of
the Company’s common stock, valued at $289,840%24¢414 as reimbursement for temporary residenddravel expenses resulting from
her relocation to Austin, Texas in connection widr employment by the Company.

Mr. Thompson

The amended and restated employment agreemenowitiormer Chief Executive Officer, Mr. Thompsoerrinated upon his
resignation in January 2008 and we have no futihletity thereunder.

Prior to his resignation in January 2008, Mr. Theopwas compensated under his amended and restapoyment agreement entered
in May 2006. Under the amended and restated emmantagreement, Mr. Thompson served as our PrasadenChief Executive Officer
with the powers normally and customarily associatét such positions in a company of similar sinel @perating in a similar industry. The
initial term
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of Mr. Thompson’s employment agreement was one, ye#ln automatic successive one-year extensionssgrierminated by either party.
Mr. Thompson’s base salary was $375,000 for fi268i8, including a possible annual bonus based afiamment of certain predefined
financial targets for that fiscal year. The Boafdirectors had the right to terminate Mr. Thomp'scemployment at any time with or
without cause. If Mr. Thompson was terminated withoause, or resigned for good reason, as thoses teere defined in the employment
agreement, he was entitled to receive his earnedripaid base salary and earned but unpaid bomajocompleted year, plus 200 percent
of his current annual base salary, the earnedagtechronus for the year of termination, and payrbgnis of his and his dependertgalthcare
continuation coverage premiums for two years foitaphis termination, or, if earlier, until he waggéle for coverage under another
substantially equivalent plan, and his options urkle 2002 Incentive Stock Plan would continuedstvollowing termination. This
obligation would remain in effect even if Mr. Thosgm accepted other employment. Mr. Thompson hadgheto terminate his employme
with us at any time with or without good reasono@d Mr. Thompson’s employment have been terminfdedause, or if he had resigned
without good reason, he would have had the rigitteive his earned but unpaid salary up to the dittermination and earned but unpaid
bonus for any completed year. The Board of Directdso had the right to terminate Mr. Thompsaerhployment on or after the date he h
disability. While employed by us and thereaftetilithe end of the restricted period, Mr. Thompsold not be employed by or operate a
competing business, and Mr. Thompson could notisakertain of our officers, employees and indeandontractors, as such terms were
defined in the employment agreement.

In 2008, pursuant to his employment agreement,TMompson received $18,750 in base salary.

Upon Mr. Thompson'’s resignation in January 2008, @empany and Mr. Thompson negotiated a SeparAtioeement under which the
Company provided Mr. Thompson with benefits over tivo year severance period to which he would eeen entitled upon his resignation
for good cause or termination without cause uniéeatmended and restated employment agreementstingsif: (i) 200 percent of
Mr. Thompson'’s then current annual base salar$,760,000, payable in 21 installments, with one payythequal to three months salary to be
made within one week of his execution of the setdet agreement and release, and the remaining dnmoeiqual bi-weekly payments;

(i) Mr. Thompson’s earned pro rata bonus for fi2@08; (iii) all then-outstanding options to agguthe Company common stock that we
previously granted to Mr. Thompson under the Corgisaequity incentive plans would continue to vestdwing in accordance with their
then-current vesting schedules; and (iv) continuealth insurance coverage or COBRA continuatiorecage premium payments payable by
the Company for Mr. Thompson and his dependentthioearlier of two years and the date that héigihée to be covered under another
substantially equivalent medical insurance plamlspbsequent employer.

Ms. Bunte

The amended and restated employment agreemenowitiormer Chief Financial Officer, Ms. Bunte, ténated upon her resignation
effective March 3, 2009 and we have no furtheriliighthereunder. During 2008, Ms. Bunte was comgaged pursuant to the employment
agreement then in force.

Prior to her resignation in March 2009, Ms. Buntesveompensated under her amended and restatedyemeploagreement entered in
May 2006. Under the employment agreement, Ms. 8gatved as our Senior Vice President, Chief Fiah@fficer and Treasurer with the
powers normally and customarily associated witthquasitions in a company of similar size and opegaih a similar industry. The initial
term of Ms. Bunte’s employment agreement was o, yeith automatic successive one-year extensiofess terminated by either party.
Ms. Bunte’s base salary was $207,000 for fiscaB2@tcluding a possible annual bonus based upamatent of financial targets for that
fiscal year. The Board of Directors had the righterminate Ms. Bunte’s employment at any timehvait without cause. If Ms. Bunte was
terminated without cause, or resigned for goodaeaas those terms were defined in the employngmeeanent, she was entitled to receive
her earned but unpaid base salary and earned patdubonus for any completed year, plus 200 pergener then current annual base salary,
the earned pro rata bonus for the year of ternonaind payment by us of her and her dependbatdthcare continuation coverage premi
for two years following her
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termination, or, if earlier, until she is eligitfier coverage under another substantially equivgiart, and her options under the 2002 Ince!
Stock Plan would continue to vest following terntioa. Those obligations would remain in effect e¥fdds. Bunte accepted other
employment. Ms. Bunte had the right to terminatedmeployment with us at any time with or withouogareason. Should Ms. Bunte’s
employment have been terminated for cause, oeithstul resigned without good reason, she would hagiehe right to receive her earned
unpaid salary up to the date of termination andebut unpaid bonus for any completed year. Thd@of Directors also had the right to
terminate Ms. Bunte’s employment on or after thiedde had a disability. While employed by us dmddafter until the end of the restricted
period, Ms. Bunte could not be employed by or ofgeaacompeting business, and Ms. Bunte could rimitsgertain of our officers,
employees and independent contractors, as suck teene defined in the employment agreement.

In 2008, pursuant to her employment agreementBuate received $207,000 in base salary and a noitygaerformance bonus of
$18,630 as described below under “Annual Cash Bdnus

Upon Ms. Bunte’s resignation effective March 3, 20the Company and Ms. Bunte negotiated a SeparAtioeement under which the
Company will provide Ms. Bunte with the benefitseowa two year severance period to which she woale lbeen entitled upon her
resignation for good cause or termination withause under her amended and restated employmeetagmng consisting of: (i) continued
payment of Ms. Bunte’s current annual base salagugh March 3, 2010 payable in 26 equal instalksiennsistent with the Company’s
standard bi-weekly payroll practices. After Mar¢t2010, if Ms. Bunte has not previously acceptdgoemployment, continuation of
Ms. Bunte’s current annual base salary through Kdr2011. In the event that Ms. Bunte acceptsrahgloyment, the severance payments
shall be offset by the total amount of any monies Bunte earns during the severance period; prdvidigher, that if the total amount of any
monies earned or received from another comparheigguivalent of Ms. Bunte’'s severance paymenggeater, the Company’s obligation to
pay the severance payments shall cease; (ii)eiFtutstanding options to acquire the Company’smeomstock that were granted to
Ms. Bunte under the Company’s 2002 equity incerpham shall continue to vest following their tham@nt vesting schedules; and
(iii) continued health insurance coverage or COBfAtinuation coverage premium payments payablédyompany for Ms. Bunte and |
dependents for the earlier of two years and the thait she is eligible to be covered under anathikstantially equivalent medical insurance
plan by a subsequent employer.

Base Salary

We believe base salaries are an essential elerhartampetitive compensation program to attractratain qualified executives. In
2008, we paid our named executive officers in atance with the terms of their employment agreements

Annual Cash Bonus

We believe the payment of cash bonuses providesingdal incentives, rewards performance that besefir business and is consistent
with creation of stockholder value. Our annuallses are designed to be earned and paid to ourdnexeeutive officers at the discretion of
our Compensation Committee. Any potential annualises are based upon achievement of earnings leferest, taxes, depreciation and
amortization (EBITDA) targets. The Company’s Comgation Committee may exercise full discretionwaial or withhold any and all
annual bonus compensation without regard to attaimrr non-attainment of relevant performance goals

On February 27, 2008, the Compensation Committpeoapd a cash bonus plan for our employees, inotudur named executive
officers, for fiscal 2008 (the “2008 Bonus Plarirhe 2008 Bonus Plan was intended to assist usractihg, retaining and motivating
executive officers and key employees, and to rewseth for assisting in achievement of our operali@amd strategic goals during fiscal
2008. The 2008 Bonus Plan was adopted to providmitsome-based annual cash incentive to executieeis and key employees.
Payments under the 2008 Bonus Plan, if any, wengrgent upon our achievement of certain corporate

23




Table of Contents

objectives, as well as the employee’s continuedleynpent with us on the date of payment. The payrdaté for executive officers was
August 2008.

Under the 2008 Bonus Plan, bonuses were tied tadhievement of specific earnings targets basezhonings before interest, tax,
depreciation and amortization (‘EBITDA”). The Coany believes that Instruction 4 to Item 402(b) efRlation S-K is applicable to the
specific EBITDA targets because such disclosureldvoause competitive harm to the Company as ttenfiral targets involve confidential
information related to the Company'’s profit andtggic targets. The Company believed that, givergmeral economic conditions and slow
growth in the retail golf market, it would be dfilt for the executive officers to obtain the targenus in fiscal 2008. Upon achieving the
EBITDA target, each named executive officer woddaive an annual bonus pursuant to the terms airier employment agreement.

The Company achieved an EBITDA target in the fwrstl second quarters of fiscal 2008, but not irthirel or fourth quarters or for fiscal
2008 overall. Ms. Bunte was the only named exeeutificer employed and eligible to receive a pt#dionus under the 2008 Bonus Plan
for the first and second quarters of fiscal 20@8spant to which she received a cash bonus of $08Mr. Hanaka declined any bonus
compensation under the 2008 Bonus Plan.

Notwithstanding the foregoing, while it did not go in 2008, the Committee retains full discretiorany given fiscal year to grant
additional bonuses and may decide to award or withan award for an individual based upon overalnpany performance or upon such
individuals’ personal performance during the year.

On January 28, 2009, the Compensation CommittéeeoBoard of Directors approved a cash bonus @ag@09 (the “2009 Bonus
Plan”) for certain eligible officers of the Compamsymilar to the 2008 Bonus Plan. Under the 2008us Plan, if the EBITDA target is not
achieved as specified below, none of the eligilffieers will be entitled to a bonus. If the “thtedd” or “target” level of EBITDA is
achieved, each eligible officer will be entitleda@ash bonus based on a percentage of such elaffider’s base salary as follows:

Potential Annual Cash Bonus as a
Percentage of 2009 Base Salary

Position “Threshold” “Target”

Chief Executive Office 50% 10C%
Chief Operating Office 37.5% 75%
Chief Financial Officel 25% 50%
Senior Vice Presidel 25% 50%
Vice Presiden 17.5%% 35%

Achievement of the targeted EBITDA financial resygtoduces an award pool sufficient to pay bonasésese levels. Actual award
pools range as shown above, based on calculatéatipance and subject to adjustment by the Compems@bmmittee. In the event that the
Company exceeds the EBITDA Target, each Eligiblcerf will be eligible to receive a proportionateeiease in his or her cash bonus. Ul
the 2009 Bonus Plan, 30 percent of the cash benesrned and paid out based on the Company’s pafare in each of the first and second
half of the year, respectively. The remaining 48cent of the potential cash bonus is earned hgsad the Company’s performance over the
entire fiscal year and will be paid out in the ffigsiarter of 2010.

Sock-based Compensation

We believe stock-based compensation provides apgptepgong-term incentives to our executives arigepemployees align their
interests with those of our other equity holdéfge grant stock-based compensation pursuant to@i2 thcentive Stock Plan and 2006
Incentive Compensation Plan described below. Tdmgznsation Committee considers and grants optiosr executives and employee
regularly scheduled meetings. The exercise priaiobptions is the closing price of our commorckton the date of the grant.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The following table contains information concerniequity awards as of January 3, 2009, for each daxrecutive officer:

Option Awards Stock Awards
Equity Incentive
Number of Number of Plan Awards: Market Equity Incentive Equity Incentive Plan
Securities Securities Number of Number of Value of Plan Awards: Awards: Market or
Underlying Underlying Securities Shares or Shares or Number of Payout Value of
Unexercised Unexercised Underlying Option Units of Units of Unearned Shares Unearned Shares
Options (#) Options (#) Unexercised Exercise Option Stock That Stock That Units or Other Units or Other Rights
Exercisable Unexercisable  Unearned Options Price Expiration Have Not Have Not Rights That Have That Have Not Vested
Name ()] &3] # $) Date Vested (#) Vested ($) Not Vested (#) %
Mr. Hanaka — 1,000,00t — $ 23z 6/13/18 — $ = 161,37(4) $
Mr. Thompson (3 175,45! — — $ 684 6/16/13 — $ — —  $ —
70,00( — — 6.2€ 8/20/17 — — — —
245,45 —
Mrs. Bunte (3] 30,00: 9,47¢ — $ 684 6/16/13 — $ = —  $ —
4,00¢ 16,00( — 6.2€ 8/20/17 — — — —
— 40,00( — 2.21 5/9/18 — — — —
34,00: 65,47t
Mrs. Gove — 200,00( — $ 25C 9/29/18 — $ — — 3 —

(1) The amounts set forth in this column reflect thenbar of shares underlying time-based options tfeavested that were granted under
the 2002 and 2006 Plans. Stock options issued uhd&t006 Plan vest and become exercisable inessarinstallments, with 20% on
the first anniversary of the date of grant andrémaining portion in equal annual installments dherremaining four years. With the
exception of the November 15, 2005 option grantylinch options issued vested immediately at the dagrant, options issued prior to
the IPO under the 2002 Plan were initially subjec seven-year vesting period based on the Con'gatiginment of financial goals,
with complete vesting upon the seventh anniveretiie grant date. In connection with the Compatiy®, the vesting provisions for
the aforementioned options were modified to ace#devesting of the underlying stock options, sunat the options vested and became
exercisable in a series of installments, with 20%he first anniversary of the date of grant arelrfmaining portion in equal annual
installments over the remaining four years on th&ivgersary of the IPO, or June

(2) The amounts set forth in this column reflect thenber of shares underlying time-based options treahat vested that were granted
under the 2002 and 2006 Pla

(3) Unvested stock options issued to Mr. Thompson rematstanding and continue to vest under the algiasting schedule as described
in footnote (1) above. On February 17, 2009, Mrsnt® resigned from her position as chief finanoiéiter effective March 3, 2009, at
which time outstanding unvested options issued utide2006 Plan forfeited and unvested optionseidsinder the 2002 Plan remained
outstanding and continue to vest under the origirating schedule as described in footnote 1 at

(4) Represents 100,000 DSUs granted to Mr. Hanaka imtivM2008 in connection with his appointment asrimteChief Executive Officer,
an additional 45,248 DSUs granted in May 2008 fanf a member of our Board of Directors, and 16,428her DSUs granted in
2007.

GRANTS OF PLAN-BASED AWARDS

The following table contains information concernaigplan based awards for each named executiveeoff

All Other All Other
Stock Awards: Option Awards: Exercise ol Grant Date
Number of Number of Base Price Fair Value
Estimated Future Payouts Under Estimated Future Payouts Under Shares Securities of Option of Stock
Non-Equity Incentive Plan Awards Equity Incentive Plan Awards of Stock or Underlying Awards and Option
Name Grant Date (1) Threshold (#) Target (#) Maximum (#) Threshold (#) Target (#) Maximum (#) Units (#) Options (#) ($/Sh) Awards ($) (4)
Mr. Hanaka 1) 3/7/08 — — — — — — 100,00( — — —
(1) 5/9/08 — — — — — — 45,24¢ — — —
2) 6/13/08 — — — — — — — 1,000,00t 2.32 1,544,201
3) 12/30/07 — 450,00( 450,00( — — — — — — —
Mr. Thompsor ?3) 12/30/07 — 243,75( 585,00( — — — — — — —
Mrs. Bunte () 5/9/08 — — — — — — — 40,00( 2.21 58,19:
?3) 12/30/07 — 103,50( 227,70( — — — — — — —
Mrs. Gove () 9/29/08 — — — — — — — 200,00( 2.5C 289,84(
?3) 12/30/07 — 300,00( 300,00( — — — — — — —

(1) The amounts set forth in these rows under the coltA&ll Other Stock Awards: Number of Shares of $tac Units” represents 100,0(
DSU'’s granted to Mr. Hanaka in March 2008 in corimgcwith his appointment as interim chief execatofficer and an additional
45,248 DSUs granted in May 2008 for being a member of ourrBad Directors.



(2) The amounts set forth in these rows under the coltAti Other Option Awards: Number of Securities d&rlying Options” for each of
the NEOs reflect the number of option awards issurater the 2006 Plan. Amounts for Mr. Hanaka amsgl. [Gove, represent stock
options issued in connection with their appointmasithief executive officer and chief operatingogff in June 2008 and September
2008, respectively

(3) The amounts set forth in these rows under the coltistimated Future Payouts Under Non-Equity InivenlPlan Awards” represent
the threshold, target and maximum bonus potentideuthe 2008 Bonus Ple

(4) The grant date fair value is the value of awardsigd in 2008 as determined in accordance with EZRR). See Note 9 to our audit
consolidated financial statements included in onndal Report on Form 10-K for fiscal year endeduday 3, 2009 for a discussion of
the relevant assumptior

Grants

Equity grants for employees and officers in fis2@08 were determined generally based on an hisrgpdsition in the Company or
pursuant to employment agreements described abbvese grants vest in 20 percent increments ovelygars, and no shares vest before the
one-year anniversary of the grant. We spread ¢lséing over a five-year period to compensate exezsifor their contributions over time.
From time to time, as we modified our capital stuwe in the past, we granted additional options&intain ownership levels or to provide
retention incentives for executives.

In fiscal 2008, Mr. Hanaka and Ms. Gove each resestock-based compensation in the form of stotiog upon entering into their
respective employment agreements. In addition,Hdnaka was granted 145,428 deferred stock unigsrinection with his appointment as
interim Chief Executive Officer in January 2008.s MBunte received 40,000 stock options in fisc@i®@based on her position as a Senior
Vice President and Chief Financial Officer at aulagy scheduled Compensation Committee meeting.

In fiscal 2009, the Compensation Committee has@amat an option grant matrix, establishing ranges&w-hire and renewal option
grants for each level of employee within our Compaligible to receive stock-based compensation. ddwéty matrix was established at
levels recommended by management and reviewedeb@dmpensation Committee. In evaluating managemesti-hire and renewal award
recommendations for officer-level employees, artdl#@ishing appropriate ranges, the Compensationriittee utilized the Compensation
Surveys and the Pay and Grading Study. The matrieviewed for adjustment annually.

In the future, our Compensation Committee and Boidirectors may consider awarding additional beraative forms of equity
incentives, such as SARs, restricted stock awaeg$ricted stock units, performance unit awardgopemance share awards, cash-based
awards and other stock-based awards under our 2iad6

Additionally, due to the overall economy and consuspending, the Compensation Committee is cugreationsidering the amount and
nature of equity awards to be granted in fiscal®6idould the Company achieve its financial targets.
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Equity Compensation Arrangements
— 2002 Incentive Stock Plan

In 2002, we adopted our 2002 Incentive Stock Pllaa ‘(2002 Plan”). Under the 2002 Plan, certain expgés, members of our Board of
Directors and third-party consultants may be gréwofations to purchase shares of our common stbogk sippreciation rights (“SARs”) and
restricted stock grants. Options are exercisaldevast in accordance with each option agreementfAanuary 3, 2009, we had outstanding
options to purchase 540,943 shares of our comnuzk sinder this plan. Following the adoption of @006 Plan, we have not and do not
intend to grant any more options under our 2008,Rithough options previously granted under th@22Blan will remain outstanding and
subject to its terms.

Options, stock grants and SARs granted under tB2 Plan will accelerate and become fully vestethénevent we are acquired or me
with another company. In addition, our Board ofdaiors may, upon a change in control, cancel thiereg stock grants or SARs, but only
after providing the optionees or grantees withaeso@able period to exercise his or her optionsAdRsSor take appropriate action to receive
stock subject to any stock grants. Under the 20884, ur Board of Directors will not be permittedthout the adversely affected optionee’s
or grantee’s prior written consent, to amend, modifterminate our stock plan if the amendment, ification or termination would impair
the rights of optionees or grantees. The planteithinate in 2012 unless terminated earlier byBaard of Directors.

— 2006 Incentive Compensation Plan

The Board of Directors adopted the 2006 Plan affectune 16, 2006. Under the 2006 Plan, we masiss grant up to 1,800,000
options to purchase shares of our common stock,sS#id restricted stock grants or performance tmigsnployees, members of our Board
of Directors and third-party consultants. We aeking stockholder approval in this Proxy statentericrease the number of options to
purchase shares of our common stock, SARs andcteststock grants or performance units to emplsyaembers of our Board of Directors
and third-party consultants by 1,500,000 to a toted,300,000. The exercise price of options gtédeesqual the common stock share price on
the date granted. As of January 3, 2009, we h&stamding options to purchase 2,363,994 sharearaf@mmon stock under the 2006 Plan
including a commitment to issue 800,000 optionsupChief Executive Officer upon approval by thecgholders of increasing the numbe
shares available under the 2006 Plan.

The Compensation Committee administers the 2006 d&d may provide for the payment of dividend egl@mts with respect to shares
of common stock subject to an award. The Boardiadctors may, subject to any legal limitationsemise any powers or duties of the
Compensation Committee concerning the 2006 Plaa.ddmpensation Committee will select eligible emgpks, directors and/or consultants
of us and our subsidiaries or affiliates to recapéons or other awards under the 2006 Plan afidletermine the number of shares of
common stock covered by those options or other @sydine terms under which options or other awaralg loe exercised. The Compensation
Committee is authorized to interpret the 2006 Rlath awards and to accelerate the vesting or erbilitg of awards subject to the limitatic
of the 2006 Plan. Holders of options, SARs, unwkststricted stock and other awards may not tranlsése awards, unless they die or,
except in the case of incentive stock optionsGbmpensation Committee determines otherwise.

If we undergo a change of control, the Compensa@iommittee may adjust outstanding awards by sultistif sStock or other securities
any successor or another party to the change afatdransaction, or cash out outstanding opti@?#siRs and other awards, in any such case,
generally based on the consideration received bgtogkholders in the transaction.

Subject to particular limitations specified in @06 Plan, the Board of Directors may amend or iteata the 2006 Plan, and the
Compensation Committee may amend awards outstandithgy the 2006 Plan. The 2006 Plan will contimueffect until all shares of the
common stock available under the 2006 Plan areeteldl and all restrictions on those shares hawethpunless the 2006 Plan is terminated
earlier by the Board of Directors.
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Perquisites and Other Personal Benefits

The Company maintains a number of other broad-beasgroyee benefit plans in which executive officeasticipate on the same terms
as other employees meeting the eligibility requieats, subject to any legal limitations on amouhnéd thay be contributed to or benefits
payable under the plans. Benefits include:

*  Medical and dental insurance and cafeteria plan: Our medical and dental insurance and cafeteriaipladministered pursuant to
Section 125 of the Internal Revenue Code of 198@naended. The plan includes medical and dentatanse, medical and
dependent care reimbursement plans.

e 401(K) plan : For fiscal 2008 and until April 1, 2009, pursuémbur 401(k) plan we matched 50% up to the Gegtof an
employee’s contribution. The 401(k) Committee migdifthe plan effective April 1, 2009 such that matching contribution, if any,
will be discretionary upon achievement of finan¢abets, such that if we do not achieve our fimgr@an, we will not match the
employee’s contribution. If we achieve our basepie will match 25% up to the first 6% of an emmeis contribution. If we
exceed our base plan we may match up to a maxini&®% of the first 6% of an employee’s contributiof01(k) contributions
from highly compensated employees are currentlitdidnito a maximum of 5% of compensation, subjeatébutory limits. The 401
(k) was modified to better align employee’s commation with overall corporate performance.

+ Lifeinsurance and accidental death and dismemberment insurance : Pursuant to our Life Insurance and Accidentaltbead
Dismemberment Insurance plans we pay the premium%#0,000 term life insurance policy and a $10&6fidental death and
dismemberment insurance policy.

Severance Benefits

We have adopted a severance plan (the “Severaang) fhat provides severance benefits to our engaeythat do not have employment
agreements with us, should their employment witbaiserminated without cause and unrelated toeacgfad division or subsidiary, or as
otherwise determined by the severance committags{sting of human resources personnel and managgmérereby the employee is
entitled to an amount calculated based upon cupesition, salary and length of service. Unles®nflise stipulated in any employment
agreement, our executive officers are entitlecdsrafompletion of one year of service, to 52 wedkseverance pay at their base salary if their
employment services are terminated without causetime. Employees at various levels in the Campafter completion of one year of
service, are eligible to between two weeks andrgirths of severance pay at their base salary lmaseshure.

On August 4, 2008, in response to the changesintkrall economic environment, consumer spendinigagsociated financial results,
the Company modified its previous Severance Pldreteffective January 1, 2009 to decrease sevelmregits paid to employees of the
Company upon involuntary separation, and to miéidhe payment of severance benefits if and toxtenethe former employee accepted
other employment.

The Company has also made severance paymentsdrasedcuted separation agreements containing esleaaivers and covenants not
to compete, solicit or defame. In January 2008, Gbmpany entered into a separation agreementMvitithompson and, in March 2009, the
Company entered into a separation agreement wittBMiste. The material terms of these separatioeesyents are described above under
“Material Terms of Employment Agreements.”

Payments Upon Change of Control

Except for Mr. Hanaka and Ms. Gove as outlinech&irtrespective employment agreements , our exexofficers do not have
individual agreements that affect the amount paibemefits provided following termination or charigeontrol. In the event of a change of
control, our executive officers do not receive amyerance benefits under the Severance Plan uh&sare involuntarily terminated or had
no reasonable opportunity to continue to work Far purchaser or acquirer of the organization. ®eerance Benefits, above.
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Tax Consequences of Compensation

Our annual tax aggregate deductions for each naxecltive officer's compensation are potentialigited by Section 162(m) of the
Internal Revenue Code (the “Code”) to the exteatafgregate amount paid to an executive officeeedks $1.0 million per year, unless it is
paid under a predetermined objective performanae pleeting certain requirements, or satisfies édnamous other exceptions provided
under Section 162(m) of the Code. At our curremi@a executive officer compensation levels, we dopnesently anticipate that Section 162
(m) of the Code should be applicable, and accolgimyir Compensation Committee did not consideinijgact in determining compensation
levels for our named executive officers in fisca03.
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DIRECTOR COMPENSATION
The following table summarizes compensation paiditectors during 2008.

DIRECTOR COMPENSATION TABLE

Change in
Pension value
Non-Equity and Nonqualified
Fees Earnec Stock Incentive Plan Deferred
or Paid Awards ($) Option Compensation Compensation All Other

Name in Cash ($) (1) (2 Awards ($) ($) Earnings ($) Compensation ($) Total ($)
Robert Allen 23,00( 34,084(3) — — — — 57,08:
Roberto Buarol — — — — — — —
Thomas Bergluni — — — — — — —
Glenda Chamberlai 55,00( 40,00((4) — — — — 95,00(
James Grove — — — — — — —
Thomas Hard) 45,00( 40,00((5) — — — — 85,00(
Marvin E. Lesse 69,00( 40,00((6) — — — — 109,00(
James Long — — — — — — —
Noel Wilens — — — — — — —

(1) Represents annual retainer, board meeting atteadaas and other fees paid pursuant to the Non-@&maplDirector Compensation
Plan.

(2) Represents deferred stock units (“DSUs") grantefistal 2008 under the Non-Employee Director Congiad¢ion Plan. Amounts shown
do not reflect compensation actually received leydinectors, but represent the calculated fairesas determined based on the closing
stock price on the date of gra

(3) Represents 14,260.3 DSUs granted to Mr. Allen id8#and his total DSU ownersh

(4) Represents 18,099.55 DSUs granted to Ms. Chambénldiscal 2008. Ms. Chamberlain holds a tota26f002 DSUs
(5 Represents 18,099.55 DSUs granted to Mr. Hardisaaf 2008. Mr. Hardy holds a total of 26,678.55U3S

(6) Represents 18,099.55 DSUs granted to Mr. LesserL&&ser holds a total of 26,678.55 DS

The Board of Directors has adopted a Non-Employieecibr Compensation Plan (the “Director CompeisaRlan”) under which it
compensates directors that are not employees @ahgpany or First Atlantic Capital, Ltd. Directaxto are employees of either the
Company or First Atlantic Capital, Ltd. may be réimsed for their business related expenses, butaretherwise compensated for service
as directors.

The Director Compensation Plan provides for a naecative Chairman of the Board to receive an anretainer in the amount of
$135,000 for services and attendance at meetinfeddoard of Directors and an annual grant of mle€estock units in the amount of
$100,000 to be issued following the Company’s Ahid@eting each year. Mr. Hanaka was compensatesbpat to the Director
Compensation Plan in 2008 until his appointmerthief Executive Officer on June 13, 2008. Mr. Haam& now compensated pursuant to
his employment agreement and not pursuant to thecfor Compensation Plan.

The Director Compensation Plan also provides adkBbannual retainer for each non-employee direatowell as an annual retainer of
$15,000 for the chair of the Audit Committee, aBdd®0 annual retainers for the non-employee clwdiogher standing committees. Directors
are paid a fee of $1,500 for each board meetiregjaoivalent time for director related special segsiperformed outside of board or commi
meetings as approved by the Chairman of the Bdabdrectors, and $1,000 for each committee meetirag they attend. Additionally,
directors are reimbursed for any out-of-pocket @sgs. The plan also authorizes an annual grargfefréd stock units in the amount of
$40,000 to be issued to directors following the @any’s Annual Meeting each year.
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The Compensation Committee is currently reviewhgDirector Compensation Plan to recommend to tierd@whether changes for
fiscal 2009 to equity or cash director compensasioould be made based on the current market ango&@wonperformance.
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SECURITY OWNERSHIP BY DIRECTORS, EXECUTIVE OFFICERS AND OWNERS OF MORE THAN FIVE PERCENT OF
OUR COMMON STOCK

The following table sets forth, as of March 11, 20the beneficial ownership of the Company’s commsimek by each of the named
executive officers and directors named in this PrStatement, and all of our directors and offi@ss group, and all other beneficial owners
of more than 5 percent of our outstanding commookstEach beneficial owner has sole voting andstment power of the shares, except as
noted.
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Security Ownership of Directors and Officers and 5%Holders

Common Shares Vested Common Total Common Percent of

Name (1) Owned Share Rights Share Rights Class Owned
Directors and Executive Officers

Robert Allen 50,00( 14,26((10) 64,26( *
Thomas Bergluni (2) 1,50(C — 1,50( *
Roberto Buarol (2) 9,468,55/(7) — 9,468,55! 56.8%
Virginia Bunte 3) 6,51( 34,00: 40,51 *
Glenda Chamberlai — 26,00%(10) 26,00z *
Sue E. Gow 68,73 — 68,73! *
James Grove (2) 2,00¢ — 2,00¢ *
Martin E. Hanak: 137,19: 161,37¢{10) 298,57 1.8%
Thomas G. Hard 3,32¢ 26,67¢10) 30,00¢ *
Marvin E. Lesse 3,50( 26,67410) 30,17¢ *
James Lony (2) 44,50( — 44,50( *
James D. Thompsc (4) 65,68¢ 245,45; 311,13¢ *
Noel Wilens (2) 10,00( — 10,00¢( *
All Directors and Officers as a group (20 persc 9,896,41. 594,37t 10,490,78 62.5%
5% Holders

Carl Paul 1,523,14((8) — 1,523,14 9.1%
Franklin Pau 1,523,14(8) — 1,523,14 9.1%
Atlantic Equity Partners Ill, L.F (2) 9,457,55/(9) — 9,457,55! 56.7%
NWQ Investment Management Company, L (5) 1,585,18! — 1,585,18! 9.5%
Austin W. Marxe and David M. Greenhot (6) 1,804,28! — 1,804,28! 10.8%

* Represents less than 1

1)
()
(3)
(4)
()
(6)
(7)

(8)

(9)

(10)

Unless otherwise indicated in the footnotes, tiaress for the beneficial owners named above is@Nu¥th | H 35, Austin, TX 7875!
The address for these beneficial owners is c/d Rittantic Capital, Ltd., 135 East 57th Street, Néark, NY 10022.

Ms. Bunte resigned from the Company effective M&@¢cB009 and is no longer an offic

Mr. Thompson resigned from the Company effectiveuday 9, 2008 and is no longer an offic

The address for this beneficial owner is 2049 QgmRark East, 16th Floor Los Angeles, CA 90C

The address for this beneficial owner is 527 Madi8genue, Suite 2600, New York, NY 100:

Consists of 7,934,418 shares owned by Atlantic fgdeartners Ill, L.P. Mr. Buaron is the sole membEBuaron Capital

Corporation Ill, LLC. Buaron Capital Corporation,ILLC is the managing member of Atlantic Equitysasiates Ill, LLC. Atlantic
Equity Associates lll, LLC is the sole general partof Atlantic Equity Associates Ill, L.P., whichthe sole general partner of Atlantic
Equity Partners Ill, L.P. and, as such, exercisgigyg and investment power over shares of captiteksowned by Atlantic Equity
Partners Ill, L.P., including shares of our comnstock. Mr. Buaron, as the sole member of Buaront@la@orporation Ill, LLC has
voting and investment power over, and may be deambdneficially own, the shares of our commonlistmened by Atlantic Equity
Partners Ill, L.P. Includes 1,523,140 shares owne@arl and Franklin Paul, which Atlantic Equityrieers Ill, L.P. may be deemed to
beneficially own by virtue of the stockholder’'s agment described under “Independence of Direcinrgiis Proxy Statement.

Mr. Buaron disclaims beneficial ownership of thargs owned by Carl and Franklin Paul and, excefitd@xtent of his pecuniary
interest therein, the shares held by Atlantic BgR#rtners IIl, L.P. This number also includes 00,8hares of common stock that

Mr. Buaron directly holds

Consists of 992,206 shares owned by Carl Paul 88¢®34 shares owned by Franklin Paul. Does notiitecl7,934,413 shares owned
Atlantic Equity Partners Ill, L.P. that are subjezthe stockhold’'s agreement described in footnott

Consists of 7,934,418 shares owned by Atlantic tgdeartners Ill, L.P. Includes 1,523,140 sharesexhioy Carl and Franklin Paul that
are subject to a stockholderagreement pursuant to which Carl and Franklin Raue agreed to vote such shares in favor of neesri
our board of directors proposed by Atlantic Equrtners I, L.P. As a result of this arrangeméiantic Equity Partners Ill, L.P. m
be deemed to be the beneficial owner of the shaglesby Carl and Franklin Paul. Atlantic Equity fars 1ll, L.P. disclaims beneficial
ownership of these shares. As described in foothditelow, Roberto Buaron, one of our directors,\f@sg and investment power o\
the shares of our common stock of owned by Atlatjaity Partners Ill, L.F

Represents Deferred Stock Units granted under treBiployee Director Compensation Plan that afyg fidsted, but are exercisable
only upon completion of Board servic
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CERTAIN TRANSACTIONS

It is our policy not to participate in materialattd-party transactions with officers, directomteolling persons and other insiders.
Pursuant to the Company’s Code of Business CorahetEthics for Directors, Officers and Employeed @ode of Ethics for Senior
Executive and Financial Officers adopted on June20@6 (each, the “Code”), directors, officers anaployees must report, in person or in
writing, any known or suspected violations of laggsyernmental regulations or the Code, to Humaro®egs, the General Counsel or a
member of the Audit Committee. Additionally, direrg, officers, and employees may contact Human iRese or the General Counsel wit
guestion or concern about the Code or a businessige. Upon receipt of a complaint under the Cedewill investigate the complaint and
will involve agencies and resources outside ofGbenpany if and/or when such outside involvemeneapp advisable or necessary.

If it is determined that a director, officer or eloyee of the Company has violated the Code, wetakie appropriate action including, |
not limited to, disciplinary action, up to and iading termination of employment. Such action shelfeasonably designed to deter
wrongdoing and to promote accountability for adheeeto the Code. In determining what action is appate in a particular case, the Board
of Directors or such designee shall take into antall relevant information, including the naturedaseverity of the violation, whether the
violation was intentional or inadvertent, the extefthe likely damage to the Company and its stotders resulting from the violation and
whether the individual has committed previous \iolas of this Code or other corporate policy conogg ethical behavior. The Board of
Directors shall provide a written notice to theiundual involved in the violation stating that tBeard of Directors or such designee has
determined that there has been a violation andatidig the action to be taken by the Board of Doecagainst the individual.

Management Consulting Agreement

In connection with our acquisition by Atlantic EguPartners in October 2002, we entered into a gemant consulting agreement with
First Atlantic Capital, pursuant to which First &ttic Capital agreed to advise us on managemen¢matVe terminated the management
consulting agreement upon the closing of our ihgiglic offering in June 2006, but retained anigdion to reimburse First Atlantic Capital
for expenses incurred in connection with meetingfsvben representatives of First Atlantic Capital as in connection with First Atlantic
Capital's investment in us for so long as Firsiaatic Capital holds at least 20% of our outstandingres of common stock, but will not
otherwise pay any fees under the Agreement. Webngised First Atlantic Capital in 2008 for expensesirred (a) in 2006 in the amount of
$53,745; (b) in 2007 in the amount of $40,539, @mdn 2008 in the amount of $2,675.

Management Rights Agreement

Effective June 2006, we entered into a managengragreement with Atlantic Equity Partners. diant to the management rights
agreement, in the event that we are not, or weeciealse, a “controlled company” because AtlanticiBgPartners does not beneficially own,
on its own or as part of a group, more than 50%unfoutstanding common stock, and we are requiyeddsdaq regulations to have a
majority of independent directors on our Board @btors, to the extent necessary, the Board aéddirs will simultaneously be reduced or
increased, as the case may be, in size to ninetaiise This reduction or increase would be effectmmediately following the first annual or
special meeting of our stockholders at which doectre to be elected (a “Director Election”) deefive immediately upon board action by
written consent. The Board of Directors shall remedithis size until the first Director Electiortexfthe date on which Atlantic Equity Partn
holds less than 15% of our outstanding common stock

For so long as Atlantic Equity Partners continueeldld 25% or more of our outstanding common stadball retain the right to
designate three nominees for election to our Bo&mirectors, subject to compliance with Nasdacutetions. If Atlantic Equity Partners
continues to hold (1) less than 25% but at lea%t ©5our outstanding common stock, it will retdie tright to designate two director
nominees, and (2) less than 15% but at least 108arodutstanding common stock, it will retain tiight to designate one director nominee,
and in each case, Atlantic Equity Partners willssasuch number of directors nominated by Atlantjnify Partners to resign as would be
necessary to make the number of remaining directanrespond with

33




Table of Contents

Atlantic Equity Partnersdesignation rights unless our Board of Directorsidies that any such directors should continue teesen our Boar
of Directors. Once Atlantic Equity Partners holdsd than 10% of our outstanding common stockaail slave no right to designate directors.
Pursuant to the management rights agreement, flongaas Atlantic Equity Partners owns any shafesiocommon stock, Atlantic Equity
Partners shall have the right to nominate a nomgaibserver to attend board or committee meetigss and our subsidiaries, subject to
such observer signing a confidentiality undertakiritp us.

To the extent permitted by applicable law, Atlariiguity Partners will have the right to includeaimy committee of our Board of
Directors, or the Board of Directors or any comegtbf the Board of Directors of any of our subsids a number of directors equal to or
greater than the proportion of directors nomindigditlantic Equity Partners to our Board of Direst@t that time.

Indemnification Agreements and Liability Insurance

We have entered into indemnification agreementh wadtch of our directors and executive officers laane purchased directors’ and
officers’ liability insurance, appropriate for algic company. The indemnification agreements andaoeended certificate of incorporation
and bylaws require us to indemnify our directord afficers to the fullest extent permitted by Detaw law.

MISCELLANEOUS

Voting on Other Matters

Management is not aware of any other business tmahsacted at the Annual Meeting. The Company’sAded and Restated Bylaws
outline procedures, including minimum notice prastiss, for stockholder nomination of directors antrsission of other stockholder busin
to be transacted before the meeting. If any stddengroposals or other business to be transactgzbdy come before the Annual Meeting
is intended that the shares represented by praiklse voted in accordance with the judgment @& gersons authorized to vote them.

Proposal of Sockholders for the 2010 Annual Meeting

Any stockholder who intends to present a propostileaannual meeting in the year 2010 (the “2018uwah Meeting”) must deliver the
proposal to the Secretary at 11000 N. IH-35, Aystaxas 78753:

. not less than 120 calendar days before the dat¢htn& ompany’s proxy statement is released tkbtders in connection with
the 2010 Annual Meeting, if the proposal is subadittor inclusion in our proxy materials for thatetiag pursuant to Rule 14a-8
under the Securities Exchange Act of 1934;

. not earlier than 120 calendar days and not later the close of business on the 90th calendar dawtp the first anniversary of

the 2009 Annual Meeting, if the proposal is subaditpursuant to the Company’s Amended and RestatiaavB, in which case we
are not required to include the proposal in ouxpnmaterials

The Company is not required to include in its prefgtement and form of proxy a stockholder proptisifails to meet the requireme
for stockholders set forth in its Amended and Rest®8ylaws and/or established by the regulationth®fSEC.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act 04183 amended, requires the Company’s directoesutixe officers and persons who
own more than ten percent of the Company’s ComntookS“Section 16 Persons”) to file reports of owsteép and changes in ownership in
the Company’s Common Stock with the SEC and NadBased on the Company’s records and other infoonathe Company believes that
all Section 16(a) filing requirements for the Sewtll6 Persons have been complied with, excepn(ntimely filing by Mr. Long of a
purchases of 25,000 shares between June 10 and 2umg not filed until June X7 ; (ii) an untiméiling by Mr. Allen of a purchase of
12,500 shares on August 11 and not filed until A1di0; (iii) an untimely filing by Mr. Hanaka offaurchase of 3,187 shares on Novembe
and not filed until December 4; (iv) an untimellrfg by Mr. Corey of a purchase of 221 shares oodbwber 3 and not filed until
December 8; (v) an untimely filing by Mr. Coreyapurchase of 2,000 reserved shares at the Congiaitjal public offering price of
$11.50 on June 16, 2006 and not filed until Mar8h2009; and (vi) an untimely filing by Ms. Goveapurchase of 5,000 shares purchased
on December 12, 2008 not filed until January 19920

* % %

Whether or not you plan to attend the Annual Megtplease complete, sign, date and promptly reheraccompanying proxy card in
the enclosed postage-paid envelope or follow ttegredte voting procedures described on the proxy.
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APPENDIX B

GOLFSMITH INTERNATIONAL HOLDINGS, INC.
AUDIT COMMITTEE CHARTER

The Board of Directors (the “Board”) of Golfsmithtérnational Holdings, Inc. (the “Company”) has siituted and established an
Audit Committee (the “Committee”) with the authgritesponsibility and specific duties as descritmetthis Audit Committee Charter (the
“Charter”).

l. Purpose

The purpose of the Commiittee is to assist the Bwafi) its oversight of the integrity of the Commpas financial statements and ot
published financial information, (ii) monitoringatperformance of the Company’s financial reporfingcess, and (iii) monitoring the
Company’s compliance with legal and regulatory resfuents and corporate policies and controls. dititeon, the Committee shall select and
retain, on behalf of the Company, subject to stotddr ratification, if applicable, the independeantitor and approve all fees paid to the
independent auditor.

The purposes and provisions specified in this @nhante meant to serve as guidelines, and the Caemmst delegated the authority
adopt such additional procedures and standardsiasms necessary from time to time to fulfillrésponsibilities. Unless otherwise
prescribed in this Charter, the rules and procedapplicable to the operation of the Board shgilhafo the operation of the Committee with
any necessary changes. Nothing herein is intettderpan d applicable standards of liability unstete or federal law for directors of a
Company.

The Committee relies on the expertise and knowledigeanagement and the independent auditor in icarigut its oversight
responsibilities. Management of the Company isaasible for determining the Company’s financiatetaents are complete, accurate and in
accordance with generally accepted accounting ipfeee The independent auditor is responsible figlitang the Company’s financial
statements. It is not the duty of the Committeplém or conduct audits, to determine that the finglrstatements are complete and accurate
and in accordance with generally accepted accoyptiimciples, to conduct investigations, or to asstompliance with laws and regulations
or the Company’s standards of business conducgscofiethics, internal policies, procedures androtm

I. Membership

Unless otherwise permitted by applicable law orrtiles of the Nasdaq National Market and determimethe Board, the members
of the Committee shall consist of three or more ioerms of the Board as follows: At the time of then@pany’s initial public offering (“IPO),
one member of the Committee shall qualify as adépendent director” under applicable law and ttinlj requirements of the Nasdaq
National Market. Ninety days following the IPOmejority of the Committee shall qualify “independent directors.” Within one year
following the IPO, all members of the Committeelkhaalify as “independent directors.”

All of the members of the Committee shall be finaltg literate as determined by the Board in itsibess judgment. At least one
member of the Committee shall be a “financial eRpander the listing requirements of the Nasdagdtet! Market and the rules of the
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Securities and Exchange Commission (“SEC”) as deterd by the Board in its business judgment.

The Committee’s members shall be appointed by encesat the discretion of the Board. Members swle until their successors
are duly designated and qualified. Any vacandh&Committee occurring for any cause whatsoevermedilled by a majority of the Board
then in office.

The Committee’s chairperson shall be designateitidyBoard. A majority of the members of the Conteeitshall constitute a
qguorum for the transaction of business and thefa&tmajority of those present at any meeting atkvthere is a quorum shall be the act of
the Committee.

1. Meetings and Authority

The Committee shall meet at least once each figaatter or more frequently as circumstances requiftee Committee may ask
members of management or others to attend the mgestid provide pertinent information, as necessary.

The Committee shall meet separately at such timéisdeems appropriate with management and repasas of the independent
auditor to discuss any matters that the Committesny of these persons or firms believe shouldibeudsed privately. It is the responsibility
of the Committee to maintain free and open comnatitin between the Committee, the independent auaiitd management of the
Company.

The Committee shall have the power to retain, witiRoard approval and at the Company’s expenseteaminate, as it deems
appropriate, outside counsel, and other expertcansultants to assist the Committee in connedtidim its responsibilities, and shall have
sole authority to approve such firms’ fees and iotb&ention terms.

The Committee may delegate its authority to subciiteas established from time to time by the Comeeitiwhich subcommittees
shall consist of one or more members of the Conamitind shall report to the Committee; provided, dv@x, that in the event the Committee
delegates to a subcommittee its authority to pprae audit and permitted non-audit services, atgrthination by the subcommittee to
grant such pre-approvals shall be presented tluthEommittee at its next scheduled meeting.

V. Duties and Responsibilities

The Committee shall have the power and authoritheBoard to perform the following duties anduili the following
responsibilities:

Independent Auditor

1. Retain and terminate the independent auditor syhfeapplicable, to stockholder ratification. mmaking its determination
regarding the retention or termination of the ineleghent auditor and otherwise as it deems necegbarommittee shall:

2
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a. (i) obtain and review a written report by the indedent auditor describing (a) the firm’s internahlity-control procedure:
and (b) any material issues raised by the moshteaternal quality-control review, or peer reviest the firm, or by any
inquiry or investigation by governmental or profesal authorities, within the preceding five yeaespecting any
independent audit carried out by the firm, and steps taken to deal with any such issues, ancegigw the independent
auditor’s work throughout the year, including ohtag the opinions of management;

b. receive written statements from the independenitaudelineating all relationships between the peledent auditor and t
Company, discuss with the independent auditor @sulated relationships or services that may imgisebbjectivity and
independence of the independent auditor, and re@rdrany appropriate actions to be taken; and

c. review the independent auditor’s written submisgmthe Company of annual fees billed.

2. Pre-approve, or adopt procedures to pre-approlaydit and all non-audit services, and related faed terms, permitted to be
provided to the Company by the independent auditdler applicable law and regulations. The pre-apgrof auditing and non-
auditing services can be carried out with inpubfrdut no delegation of authority to, management.

3. Discuss with management the timing and procesthiorotation of the lead audit partner and theewing partner as required
by applicable law and rules.

4. Establish policies for hiring employees or formerpdoyees of the independent auditor in accordaritteapplicable law and
regulations.

Internal Accounting and Financial Controls

1. Review with management and the independent auditerCompany’s policies and procedures relativiaécadequacy of
internal accounting and financial controls.

2. Evaluate whether management is effectively comnatimg the importance of internal accounting andtiicial control
effectiveness.

3. Determine whether internal accounting and finanoisitrol improvement recommendations made by tepandent auditor
have been appropriately implemented in a timely meatby management.

Financial Reporting

1. Review with the independent auditor: (i) the scapd results of the audit; (ii) any problems oridiffties that the auditor
encountered in the course of the audit work, andagament’s response; and (iii) any questions, camsr@ suggestions the
auditor may have relating to the internal conteoisl accounting practices and procedures, of thep@oyn

3
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2. Periodically review and discuss with managementthadndependent auditor significant accounting @epbrting issues,
including financial reporting pronouncements arrappsals, and understand their impact on the Cogipdimancial statement

3. Review with management and the independent autttiédoannual and quarterly financial statements @@bmpany, including:
the Company’s disclosures under “Management’s Bisiom and Analysis of Financial Condition and Ressaf Operations”;
any material changes in accounting principles actites used in preparing the financial statements to the filing of a report
on Form 10-K or 10-Q with the SEC; and the itentpineed by Statement of Auditing Standards 61 affiect at that time in the
case of the annual statements and Statement ofidgi@tandards 100 as in effect at that time incidmse of the quarterly
statements

4. Discuss with management generally the types ofinédion (including financial earnings guidanceptdisclosed in earnings
press releases and earnings calls, as well asatgséérand rating agencies.

5. Discuss with the independent auditor the mattegaired by Statement on Auditing Standards No. @tirey to the conduct of
the audit, including any difficulties encounteredtie course of the audit effort, restrictions lo@ $cope of procedures or access
to requested information and any significant disagrents with management.

6. Prepare the “Report of the Audit Committee” incldde the Company’s annual proxy statement.

7. Receive periodic reports from the independent audégarding:

a. critical accounting policies and practices;
b. all alternative treatments of financial informatieithin generally accepted accounting principlest thave been discussed
with management of the issuer, ramifications ofuke of alternative disclosures and treatmentstlatteatment preferred

by the independent auditor; and

c. other material written communications between tiiependent auditor and management, including amageament letter
or schedule of adjusted differences.

8. Review and discuss with the independent auditerjrtdependent audit@rjudgments as to the quality, not just the acd@itig
of the Company’s accounting principles.

9. Review with the Company’s general counsel (the ‘€@ahCounsel”) legal and regulatory matters thaladdave a material
impact on the financial statements.

10. Establish procedures for (i) the receipt, retentaond treatment of complaints received by the Camppagarding accounting,
internal accounting controls, or
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auditing matters, and (ii) the confidential, anommys submission by employees of the Company of casaegarding
guestionable accounting or auditing matters, am@gweany complaints or concerns received pursuastith procedures.

11. Review with management and the independent augjtdre Company’s major financial risk exposured &éme steps
management has taken to monitor and control sugbsexes, and (ii) the processes followed for assessof internal controls
under Section 404 of the Sarbanes-Oxley Act of 2002

12. Review with management and the independent audstcs of material misstatements due to fraud, &edorocess and controls
implemented by the Company to manage the risks.

Legal Compliance

Review and monitor, as appropriate, (i) litigatmmother legal matters that could have a signitigapact on the Company’s
financial results, (ii) significant findings of amxamination by regulatory authorities or agendie#he areas of securities, accoun
or tax, such as the SEC or the Internal Revenuwacgerand (iii) the Company’s disclosure contratsl gprocedures. The Committee
shall be fully entitled to rely on reports thateteives and shall be under no obligation to cohdng independent investigation or
verification.

Other Responsibilities

1. Periodically review and reassess the adequacyioCimarter and recommend any proposed changes ®dérd for
consideration and approval.

2. Conduct an annual self-performance evaluation ®@Qbmmittee.

3. Review and approve related party transactionsdora@nce with the listing requirements of the Ngsidational Market or as
referred by the Board.

4. Conduct or authorize investigations into any matteithin the Committee’s scope of responsibilities.

V. Reporting

The Committee will apprise the Board regularly ighificant developments in the course of perfornting above responsibilities a
duties.

Last amended: June 16, 2006
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APPENDIX A

AMENDMENT TO THE
GOLFSMITH INTERNATIONAL HOLDINGS, INC.
2006 INCENTIVE COMPENSATION PLAN

This Amendment (this Amendment ") is made by Golfsmith International Holdings, Ina Delaware corporation (theCompany
"), to the Golfsmith International Holdings, Ind0@6 Incentive Compensation Plan (th2006 | ncentive Plan "), pursuant to the authorizati
of the Company’s board of directors and stockhalder

RECITALS:

The 2006 Incentive Plan currently provides foridsance of up to 1,800,000 shares of common stbitle Company. The
Company’s board of directors has determined thatdtlvisable, fair and in the best interests ef@ompany and its stockholders to amend
the 2006 Incentive Plan to provide for the issuasfagp to an additional 1,500,000 shares of comstook, in order to continue to provide to
the persons who are responsible for the continuedtf of the Company’s business an opportunitycquare a proprietary interest in the
Company.

AGREEMENT:

NOW, THEREFORE , the 2006 Incentive Plan is amended as follows:

1. Definitions .
A. Unless otherwise specifically defined in this Ameraht, capitalized terms shall have the definitisetsforth in the 2006
Incentive Plan.
2. Sock Subject to the 2006 Incentive Plan.  Section 4.1 of the 2006 Incentive Plan is hemddgted in its entirety and replaced with
the following:

4.1. Number of Shares Available for Granféhe shares of stock subject to Awards grante@wutiek Plan shall be Shares.
Such Shares subject to the Plan may be either @zsldcand unissued shares (which will not be sulifepreemptive rights) or
previously issued shares acquired by the CompaapySubsidiary. Subject to adjustment as provide®ection 4.2, the total
number of Shares that may be delivered pursuaiwirds under the Plan shall be 3,300,000 Shardge&uto, in the case of ISOs,
any limitations applicable thereto under the Cadfd@) any Shares are subject to an Option, SARtler Award which for any
reason expires or is terminated or canceled withauing been fully exercised or satisfied, or afgject to any Restricted Stock
Award (including any Shares subject to a PartidiisaRestricted Stock Award that are repurchasethbyCompany at the
Participant’s cost), Restricted Stock Unit Awardotiner Award granted under the Plan which are fde or (b) any Award based
on Shares is settled for cash, expires or otherteisainates without the issuance of such SharesSkares subject to such Award
shall, to the extent of any such expiration, teatiom, cancellation, forfeiture or cash settleméstavailable for delivery in
connection with future Awards under the Plan. Aimai®s delivered under the Plan ugxercise or satisfaction of Substitute Awe
shall not reduce the Shares available for
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delivery under the Plan; providedhowever, that the total number of Shares that may be ety pursuant to Incentive Stock
Options granted under the Plan shall be the numf®hares set forth in the third sentence of tieistiBn 4.1, as adjusted pursuant to
this Section 4.1, but without application of thegfgoing provisions of this sentence.

3. 2006 Incentive Plan. Except as specifically amended hereby, the 2086éntive Plan shall remain binding and enforceable
accordance with its terms.

[ signature page follows |
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IN WITNESS WHEREOF, upon authorization of the boafdlirectors and the stockholders of the Comp#mgy undersigned has
caused this Amendment to the Golfsmith Internatitt@dings, Inc. 2006 Incentive Compensation Plabé executed on this 26th day of
March, 2009.

GOLFSMITH INTERNATIONAL HOLDINGS, INC.

By: /s/ R. Scott Woo

Name: R. Scott Woo
Title: Vice President and General Cour

Signature Page to Amendment to 2006 | ncentive Compensation Plan




Golfsmith

cfo Mational City Bank

Sharenolder Services Cperalions

Locator 5352
P. 0. Box 34509
Cleveland, OH 44 101-4509

VOTE BY TELEFHOME

Have your proxy card available when you
call the Toll-Free Number 1-588-693-8683
using a touch-tome phone and fellow the
simple instructions to record your vata.

VOTE BY INTERNET

Have your proxy card available when you
access the website www.cesvote.com and
follow the simple instructions presented to
record your vote,

VoTE BY MalL

Please mark, sign and date your proxy card
and return it in the postagepaid envelope
provided or return to: Mational City Bank,
P.O. Box 535300, Pittsburgh, PA 15253,

Vote by Telephone
Call Toll-Free using a

Touch-Tone phone:
1-888-693-8683

Vote by Internet

Access the website and

cast your vote;
www.cesvote.com

Vote by Mail
Return your proxy
in the postage-paid
envelope provided.

Vote 24 hours a day, 7 days a week!
If you vote by telephone or Internet, please do not send your proxy by mail.

>

If woting by mail, Proxy must be signed and dated below.
¥ Please fold and detach card at perforation before mailing. %

GOLFSMITH INTERNATIONAL HOLDINGS, INC.

ANNUAL MEETING OF STOCKHOLDERS

Tuesday, May 5, 2009

This Proxy is solicited by the Board of Directors of Golfsmith International Holdings, Inc.
for use at the Annual Meeting on May 5, 2009,

By signing this proxy. you revoke all prior proxies and appoinl Mr. Hanaka and Mr. Wood, and each of them, with each having the ful power lo
appoint his substitute, to represent and to vole all the shares of Common Stock of Golfsmith International Holdings, Inc. you held in your accound on
March 5, 2009, at the Annuwal Meeling of Stockhalders of GoFsmith International Haldings. Inc.. and any adjeurnment or postponement of such
meeting, in ihe manner specified on this proxy. In their discretion. Mr. Hanaka and Mr. Wood are also authorized to vole upon such other matlers
as may property come before the meeting. Managemen! presently is not aware of anmy such matters to be presenied for action.

Dated:

008

Signature

{Signature if held jointly)

Please sign exallly & your name(s) appeas o Prddd. I held in goint
IEnancy, all persons must sign. Tresbees, adminsralors, efc., should
Include tile and authoriy. Corporations should provice full name of
corporabon and bie of authorzed oMcer signing the proy

PLEASE MARK, SIGN, DATE, AMD RETURN THE PROXY CARD PROMPTLY USING THE ENCLOSED EMVELOPE



YOUR VOTE IS IMPORTANT

If you do not vote by telephone or Internet, please sign and date this proxy
card and return it promptly in the enclosed postage-paid envelope to
National City Bank, PO Box 535300, Pittsburgh, PA 15235, so your shares
are represented at the Annual Meeting. If you vote by telephone or Intermet, it
is not necessary to return this proxy card.

¥ Please fold and detach card at perforation before mailing. ¥

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED OR, IF NO RDIRECTION IS GIVEN, WILL BE VOTED FQR EACH
PROPOSAL
The Board of Directors recommends a vote FOR proposals 1, 2 and 3.

1. Election of directors

Mominees: (1) Martin Hanaka (2) Thomas Barglund (3) Robarto Buaron
(4) Glenda Chambearain (&) James Grover (&) Thomas G. Hardy
(7} Marvin E. Lesser (8) James Long (9) Emilio Pedroni
O FoR all nominees listed O WITHHOLD AUTHORITY
(except as marked to the contrary balow) to vote for all nominees listed above.

{INSTRUCTION: To withhold authority to vote for any Individual nominee, write that nomines's name on the space provided below.)

2. The ratification of the selection of Emst & Young LLP as the independent registered public accounting firm of the Company for the
fiscal year ending January 1, 2010

O ror O acaiNsT O aesTAIN

3. The approval of an amendment to the Golfsmith 2006 Incentive Compensation Plan to increase the number of shares available for
grant from 1800000 to 3,300,000

O For O AGAINST O ABSTAIN
4. To consider and trangact such other business as may praperly come before the meeting or any adjournments theraof,
Continued on the reverse side.



