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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended October 3, 2009

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from o

Commission file number 000-52041
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Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastié@s. YesixI No O

Indicate by check mark whether the registrant léssnstted electronically and posted on its corpovegd site, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation5¢§ 232.405 of this chapter) during the precedignonth
(or for such shorter period that the registrant veagiired to submit and post such files). Yids No O

Indicate by check mark whether the registrantleege accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company filer. See definition of “accelerated fitard large accelerated filer” in Rule 12b-2 of Ehechange Act.

Large accelerated filed Accelerated filerOd
Non-accelerated fileid Smaller reporting compan(x]
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ASSETS
Current assett
Cash

Receivables, net of allowances of $230,763, $2&¢6® $131,065 :
October 3, 2009, September 27, 2008 and Janu&@0®, respectivel

Inventories

Golfsmith International Holdings, Inc.
Condensed Consolidated Balance Sheets

Prepaid expenses and other current a:

Total current asse

Property and equipment, r
Intangible assets, n
Other lon¢-term asset

Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl

Accrued expenses and other current liabili

Total current liabilities

Deferred rent liabilitie!
Long-term debt

Total liabilities

Stockholder Equity:
Common stoc—$.001 par value; 100,000,000 shares authorized &t
October 3, 2009, September 27, 2008, and Janu&Q@0%, 15,777,185,
15,777,145 and 15,777,185 shares issued and aditsgeat October 3,

2009, September 27, 2008, and January 3, 200 atsply

Preferred stoc—$.001 par value; 10,000,000 shares authorized at
October 3, 2009, September 27, 2008, and Janu&@03; no shares
issued and outstandi

Deferred stock units —$.001 par value; 314,998,283 and 254,998
shares issued and outstanding at October 3, 2@@®e@ber 27, 2008,

and January 3, 2009, respectiv

Additional paic-in capital

Accumulated other comprehensive income (It

Accumulated defici
Total stockholder equity

Total liabilities and stockholders’ equity

October 3, September 27, January 3,
2009 2008 2009
(unaudited) (unaudited) 1)

3,703,16. $ 2,768,53' $ 2,655,00!
1,606,50: 1,477,98I 1,597,48!
79,062,65 86,645,17 90,499,94
7,248,35. 9,581,89! 9,288,14.
91,620,66' 100,473,58 104,040,58
56,661,76 57,555,04 56,882,94.
25,985,63 26,263,32 26,168,89
1,159,85! 1,241,73. 1,151,73
175,427,92 $ 185,533,68 $ 188,244,16
38,838,000 $ 40,573,18 $ 34,920,44
14,233,46 16,332,64 19,399,37
53,071,46 56,905,83 54,319,81
15,029,96 12,236,23 12,209,78
33,680,72 39,455,000 51,708,22
101,782,15 108,597,06 118,237,82
15,77¢ 15,77¢ 15,77¢

31E 25t 25E
123,845,19 123,113,31 123,245,78
(205,90 84,80: (490,84
(50,009,61) (46,277,52) (52,764,63)
73,645,777 76,936,62. 70,006,33
175,427,992 $ 185,533,68 $ 188,244,16

(1) Derived from the Company’s audited finanaigtements included in its Annual Report on ForaK1fled with the Securities and
Exchange Commission (“SEC”) on March 3, 2009.

See accompanying notes to unaudited condensedlictated financial statements
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Net revenue

Cost of products sol

Gross profil

Selling, general and administrati
Store pr-opening / closing expens
Total operating expens:

Operating incomi

Interest expense, n
Other income (expense), r

Income before income tax

Income tax expens

Golfsmith International Holdings, Inc.
Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2009 2008 2009 2008
$ 90,586,27 $ 101,701,69 $ 274,176,04 $ 310,931,79
59,610,08 66,768,84 180,351,91 204,154,56
30,976,18 34,932,85 93,824,13 106,777,23
29,739,69 31,202,25 89,207,88 97,779,40
(179,62) 42,87 343,65! 78,41¢
29,560,07 31,245,13 89,551,54 97,857,82
1,416,111 3,687,72. 4,272,59I 8,919,40!
(268,34() (507,200 (1,060,20) (2,201,41)
3,82¢ (5,097) 50,19 (3,620
1,151,59 3,175,43. 3,262,57! 6,714,37.
(51,967 (332,349 (507,55¢) (742,86Y)

Net income $ 1,099,63. $ 2,843,08. $ 2,755,02. $ 5,971,501
Net income per common sheé- basic $ 0.07 $ 0.1t $ 017 $ 0.3¢
Net income per common she- diluted $ 007 $ 017 $ 017 $ 0.37
Basic weighted average common shares outstal 16,092,18 16,031,51 16,062,07 15,943,37
Diluted weighted average common shares outstar 16,224,82 16,390,24 16,077,28 16,075,03

See accompanying notes to unaudited condensedlictated financial statements
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Golfsmith International Holdings, Inc.
Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended
October 3, September 27,
2009 2008
Operating Activities
Net income $ 2,755,02. $ 5,971,501
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 7,132,98 6,644,70.
Provision for bad debt expen 204,98¢ 170,28:
Amortization of intangible asse 283,26° 283,26°
Amortization of debt issue costs and debt disc 123,12( 123,12(
Stock-based compensatic 599,46¢ 987,96(
Loss on disposal of ass¢ — 10,25
Change in operating assets and liabilit
Accounts receivabl (122,48, (128,31)
Inventories 10,186,00 8,210,22:
Prepaids and other current as: 2,055,49. 933,25¢
Other asset (231,559 61,14:
Accounts payabl 5,365,009 (4,927,11)
Accrued expenses and other current liabili (5,064,89) (5,085,13)
Deferred ren 2,820,17! 465,18
Net cash provided by operating activit 26,106,67 13,720,34
Investing Activities
Purchases of property and equipm (7,020,49) (3,650,779
Net cash used in investing activiti (7,020,49) (3,650,779
Financing Activities
Principal payments on borrowin (111,186,50) (137,752,69)
Proceeds from borrowing 93,159,00 126,471,46
Net cash used in financing activiti (18,027,50) (11,281,23)
Effect of exchange rate changes on ¢ (10,52Y) (45,089
Change in cas 1,048,15: (1,256,761
Cash, beginning of period 2,655,00! 4,025,29!
Cash, end of period 3,703,16. $ 2,768,53!
Supplemental cash flow information:
Interest payment 1,396,611 $ 2,588,58:
Income tax payments (| 327,38t 1,072,19

(1) The 2008 income tax cash payments includes®@libn in tax overpayments related to fiscal y2ans.

See accompanying notes to unaudited condensedlictated financial statements
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GOLFSMITH HOLDINGS INTERNATIONAL, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINAN CIAL STATEMENTS

1. Nature of Business and Basis of Presentation
Basis of Presentation and Principles of Consolidation

Golfsmith International Holdings, Inc. (the “Compéhis a multi-channel, specialty retailer of galfid tennis equipment and related apparel
and accessories. The Company offers golf and testnigpment from top national brands as well asvta proprietary brands. In addition, the
Company provides services, including custom fittmgl repair services. The Company markets andhliggs its products and services thro
retail stores and through its direct-to-consumemnctel, which include its Internet site and catalogs

The accompanying unaudited condensed consolidatadcdial statements include the accounts of the g2ow and its wholly-owned
subsidiary Golfsmith International, Inc. (“Golfsini). The Company has neither operations nor angtass liabilities other than its investment
in Golfsmith. Accordingly, these unaudited condehsensolidated financial statements represent pleeations of Golfsmith and its
subsidiaries. All inter-company account balancestaansactions have been eliminated in consolidatio

The accompanying unaudited condensed consolidataddial statements have been prepared in accaedeitic U.S. generally accepted
accounting principles (“GAAP”) for interim finandiamformation and with the instructions to Form @Q0and Article 10 of Regulation S-X. The
preparation of financial statements in conformiffhWGAAP requires management to make estimatesiasdmptions that affect the reported
amounts of assets, liabilities, revenues and exgsersctual results could differ from those estirsates information in this report relates to
interim financial information, certain footnote dissures required by GAAP for complete auditedriirial statements have been condensed or
omitted. In the opinion of management, the unaddittndensed consolidated financial statementsctedleadjustments consisting of normal
and recurring accruals considered necessary fair @riesentation of the Company’s financial positigesults of operations and cash flows for
the periods presented. Operating results for tteethand ninenonth periods ended October 3, 2009, are not naglysisdicative of the resul
that may be expected for the fiscal year endingidgn2, 2010. These unaudited condensed consadiditancial statements should be read in
conjunction with the Company’s audited consoliddirdncial statements and notes thereto for the geded January 3, 2009, included in the
Company’s Annual Report on Form 10-K filed with tBEC on March 3, 2009. The Company has evaluatiesksjuent events through the
filing of these financial statements.

Revenue Subject to Seasonal Variations

The Company’s business is seasonal and its saldmtgup to and during the warm weather golf seasahthe December holiday gift-giving
season have historically contributed a significahtgher percentage of the Company’s annual netrmaes and annual net operating income
than in other periods in its fiscal year.

Fiscal Year

The Company'’s fiscal year ends on the Saturdayestde December 31. The three-month periods endgab@r 3, 2009 and September 27,
2008 both consisted of 13 weeks. The nine-montioge ended October 3, 2009 and September 27, R8B8consisted of 39 weeks.

Foreign Currency Translation

The financial statements of our international opens, where the local currency is the functionarency, are translated into U.S. dollars u:
period-end exchange rates for assets and liabiktiel average exchange rates during the periaé¥enues and expenses. Cumulative
translation gains and losses are excluded fronitsesioperations and recorded as a separate caenpohconsolidated stockholders’ equity.
Gains and losses resulting from foreign currenagdactions (transactions denominated in a curreti®r than the entity’s local currency) are
included in the unaudited condensed consolidatgérsients of operations as either a component ¢ obproducts sold or other income or
expense, depending on the nature of the transaction
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GOLFSMITH HOLDINGS INTERNATIONAL, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINAN CIAL STATEMENTS

Comprehensive Income (L0ss)

Comprehensive income (loss) is computed as netrirddoss) plus certain other items that are reabdieectly to stockholders’ equity. In
addition to net income (loss), the components affp@hensive income (loss) also include foreignenay translation adjustments. There were
no material differences between net income (losd)@mprehensive income (loss) during the thred-rame-month periods ended October 3,
2009 and September 27, 2008.

Reclassifications

The condensed consolidated financial statementaermmpanying footnotes reflect the reclassificatibthe following items for the period
ended September 27, 2008. Deferred tax liabilitieghe amount of $0.4 million, which had previgubken netted with deferred tax assets,
were reclassified to accrued expenses and othegrgdiabilities.

The Company’s Amended and Restated Credit Faeility reclassified from current to neofrent liabilities for the period ended Septenidé
2008, consistent with the terms of the credit agpeg (see Note 4).

Also, included in the three-months ended Octob&089 is a reclassification of $0.3 million fromepopening expenses to selling, general and
administrative expense related to relocation exgeigurred in the first and second quarter o&fi2009 for two stores that were relocated
continued to meet the criteria of a comparableesédier their relocation. Furthermore, reclasatfns from store pre-opening expenses to
selling, general and administrative expenses wergenn the amount of $0.1 million and $0.2 millfon the three- and nine-months ended
September 27, 2008, respectively, to conform tacthreent year presentation.

The effect of these reclassifications is not matexnd these reclassifications did not affect tben@any’s reported net income or cash flows.
Recent Accounting Pronouncements

In June 2009, the FASB issued the FASB Accountitagn@ards Codification™ and the Hierarchy of Gengratcepted Accounting Principles
(the “Codification”). The Codification became thiagle official source of authoritative, nongovernmtad U.S. generally accepted accounting
principles (“GAAP”). The Codification did not chae@sAAP but reorganizes the literature. The Codificais effective for interim and annual
periods ending after September 15, 2009, and tmep@ny adopted the Codification during the three tinended October 3, 2009.

In August 2009, the FASB issued authoritative go@aregarding accounting and disclosures relatéluetéair value measurement of
liabilities. The new guidance establishes valuatechniques in circumstances in which a quoteckn an active market for the identical
liability is not available. Additionally, it cldfies appropriate valuation techniques when regtristexist that prevent the transfer of liabilities
measured at fair value. Finally, it provides fertiguidance on the classification of liabilitiesasared at fair value within the fair value
hierarchy. The new guidance is effective for imeperiods ending after August 26, 2009. The aidoptf the guidance did not have a mate
impact on the Company’s results of operationsratritial position.

In May 2009, the FASB issued authoritative guidaoeesubsequent events. This guidance establisimesajestandards of accounting for and
disclosures of events that occur after the balaheet date but before financial statements aredssuare available to be issued. This guidance
is effective for interim or annual financial pergdnding after June 15, 2009. The adoption of tha@agce did not have an impact on the
Company’s consolidated results of operations a@rfaial position.

In April 2009, the FASB issued guidance regardimgdetermination of fair value when the volume kawetl of activity for an asset or liability
have significantly decreased and identifying tratisas that are not orderly. The new guidance ides/for estimating fair value when the
volume and level of activity for an asset or litgihave significantly decreased in relation tomat market activity. Additionally, the new
guidance identifies circumstances that indicateiastaction is not orderly. The new guidance reguiiteerim disclosures of the inputs and
valuation techniques used to measure fair valleatirig changes in the valuation techniques aratedlinputs. The guidance is effective for
interim and annual reporting periods ending aftereJ15, 2009, and is to be applied prospectiv&lye adoption of the guidance did not have a
material impact on the Company’s results of operetior financial position.

In April 2009, the FASB issued guidance requirimgnpanies to disclose information about fair valtiérmncial instruments not measured on
the balance sheet at fair value in interim finahstatements as well as in annual financial stateésaePrior to this guidance, fair value for these
assets and liabilities was only disclosed annualllge guidance requires all entities to disclogenttethods and significant assumptions used to
estimate the fair value of financial instrument$ie new guidance is effective for
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GOLFSMITH HOLDINGS INTERNATIONAL, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINAN CIAL STATEMENTS

interim periods ending after June 15, 2009. Inqusrafter initial adoption, the guidance requitemparative disclosures only for periods
ending after initial adoption. The adoption of thew guidance did not have a material impact erCthmpany’s results of operations or
financial position.

2. Basic and Diluted Net Income Per Common Share

The calculation for basic net income per commonesigbased on the weighted average number of canstmares outstanding, including
outstanding deferred common stock units (“DSUs'Ju@d net income per common share is computeddbaiseéhe weighted average number
of common shares outstanding, including outstanBiBtys, adjusted by the number of additional shéraswould have been outstanding had
the potentially dilutive common shares been issiedentially dilutive shares of common stock indwaitstanding stock options.

The following table sets forth the computation aéle and diluted net income per common share:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2009 2008 2009 2008

Net income $ 1,099,63. $ 2,843,08. $ 2,755,02. $ 5,971,501
Basic:

Weightec-average shares of common stock outstan 15,777,18 15,777,14 15,777,18 15,777,14

Weightec-average shares of deferred common stock |

outstanding 314,99¢ 254,37: 284,88 166,23:

Shares used in computing basic net income per cansinare 16,092,18 16,031,51 16,062,07 15,943,37
Effect of dilutive securities:

Stock options 132,64 358,72t 15,21 131,66:
Shares used in computing diluted net income pemeomshare 16,224,82 16,390,24 16,077,28 16,075,03
Basic net income per common sh $ 0.07 $ 0.1t $ 017 $ 0.3¢
Diluted net income per common shi $ 0.07 $ 017 $ 017 $ 0.37
Potentially dilutive securities (: 2,668,92. 1,164,48! 2,668,922, 1,164,48!

(1) Potentially dilutive securities have been excluttech the computation of diluted net income per camrshare for the above periods
because their effect would have been anti-dilutive.

3. Income Taxes

Income taxes for the interim periods in fiscal 20@&e been included in the accompanying unauditedensed consolidated financial
statements on the basis of an estimated annuatigffdax rate, adjusted for discrete items. lodl2009, the Compangtax provision is base
on actual operating results for the nine-monthsdr@dctober 3, 2009 due to the relative proximitpteakeven of the Company’s expected
annual results before taxes and the sensitivithigadCompany’s estimated annual effective tax r&iar. the three-month periods ended
October 3, 2009 and September 27, 2008, the Comgaoyded income tax expense of $0.1 million and $dillion, respectively, which
represent effective tax rates of 4.5% and 10.5%peaetively. For the nine-month periods ended Bet@, 2009 and September 27, 2008, the
Company recorded income tax expense of $0.5 millimeh $0.7 million, respectively, which represeffi¢etive tax rates of 15.6% and 11.1%,
respectively. For both the three-and nine- momttiogls ended October 3, 2009 and September 27, #®&ompany’s effective tax rate was
lower than the U.S. federal statutory rate prinyadlile to changes to its valuation allowances. ©ube utilization of deferred tax assets
relating to net operating losses, the Company doeanticipate paying a significant amount of UeSleral income tax in fiscal 2009; however,
the Company’s actual results of operations coutetlecate or defer the utilization of its deferras assets.

In July 2006, the FASB issued guidance that cksithe accounting for uncertainty in income taxesgnized in an entity’s financial
statements and prescribes a recognition thresmaldreeasurement attribute for financial statemesttldsure of tax positions taken or expected
to be taken on a tax return . The Company had$@ilion of unrecognized tax benefits at Octobe2@09, which would have a slight impact
to the Company’s effective income tax rate if retiagd. Unrecognized income tax benefits
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GOLFSMITH HOLDINGS INTERNATIONAL, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINAN CIAL STATEMENTS

relate to the uncertainty regarding deductionsriakereturns that have not been examined by thiécapfe tax authority. As of October 3,
2009, the Company does not expect to recognizeéaanigenefits in the next twelve months due to tbsing of open tax years. The Company
recognized no material adjustments to the liabftityunrecognized income tax benefits from the hedarecorded as of January 3, 2009. The
tax years 2005 through 2008 remain open to exaiomay the major taxing jurisdictions to which tBempany is subject.

4. Debt
Amended and Restated Credit Faci

On June 20, 2006, the Company entered into an Aettadd Restated Credit Facility by and among Galfsiternational, L.P., Golfsmith
NU, L.L.C., and Golfsmith USA, L.L.C., as borrowdthe“Borrowers”), the Company and the other subsids&adéthe Company identified
therein as credit parties (the “Credit Parties"®n@ral Electric Capital Corporation, as “Adminisitra Agent”, Swing Line Lender and L/C
Issuer (the “Administrative Agent”GE Capital Markets, Inc., as Sole Lead ArrangerBodkrunner, and the financial institutions frommd tc
time parties thereto (the “Amended and RestatediCracility”). The Amended and Restated Creditifiy was further amended in
September 2007 and consists of a $90.0 milliontdsssed revolving credit facility (the “Revolverijcluding a $5.0 million letter of credit s
facility, and a $10.0 million swing line sub fagli On an ongoing basis, loans incurred undeAtinended and Restated Credit Facility will be
used for working capital and general corporate psep of the Borrowers and their subsidiaries (ttwafs”). The Credit Facility has a term of
five years and expires in June 2011.

Interest Rate and Fe«. Loans outstanding under the Amended and ResEGrtdit Facility bear interest per annum, at thenBany’s election,
at a rate equal to either (1) LIBOR plus two petg@rD%), or (2) the “Base Rate,” which is equalhe higher of (i) the Federal Funds Rate
plus 50 basis points and (ii) the publicly quotateras published bihe Wall Street Journan corporate loans posted by at least 75% of the
nation’s largest 30 banks. The Company pays agnifgiant facility fee annually.

Covenants and Events of DefaulThe Amended and Restated Credit Facility costairstomary affirmative covenants regarding, anathgr
things, the delivery of financial and other infoitina to the lenders, maintenance of records, canpk with law, maintenance of property and
insurance and conduct of the Company’s existingness. The Amended and Restated Credit Facility @tains certain customary negative
covenants that limit the ability of the Credit Restto, among other things, create liens, makesimvents, enter into transactions with affiliates,
incur debt, acquire or dispose of assets, includiegging with another entity, enter into sale-lé@e transactions and make certain restricted
payments. The foregoing restrictions are subjecettain customary exceptions for facilities okttype. The Amended and Restated Credit
Facility includes events of default (and relatechedies, including acceleration of the Loans madeetinder) usual for a facility of this type,
including payment default, covenant default (inahgdbreaches of the covenants described abovess-default to other indebtedness, material
inaccuracy of representations and warranties, lgméy and involuntary proceedings, change of cdmtnd judgment default. Many of the
defaults are subject to certain materiality thrég®@and grace periods usual for a facility of tyige. As of October 3, 2009, the Company was
in compliance with all applicable covenants.

Borrowing Capacity. Available amounts under the Amended and Restatedit Facility are calculated against a borrowage. The
borrowing base is limited to (i) 85% of the net ambof eligible receivables, as defined in the dragreement, plus (ii) the lesser of (x) 709
the value of eligible inventory or (y) up to 90%thé net orderly liquidation value of eligible imtery, plus (iii) the lesser of (x) $17,500,000
or (y) 70% of the fair market value of eligible reatate, and minus (iv) any reserves except textent already deducted there from. The
Administrative Agent has the right to establish difyor eliminate reserves against eligible invegptand receivables from time to time in its
reasonable credit judgment. At October 3, 2008 Gbmpany had $33.7 million of outstanding borrasinnder the Amended and Restated
Credit Facility and $19.6 million of borrowing alediility after giving effect to all reserves. Atnlaary 3, 2009, the Company had $51.7 million
of outstanding borrowings under its Amended andded Credit Facility and $5.9 million of additidierrowing availability after giving

effect to all reserves .

Guarantees and Collateral Borrowings under the Amended and Restated CFeditiity are jointly and severally guaranteed by Credit
Parties, and are secured by a security interentegtan favor of the Administrative Agent, for itand for the benefit of the lenders, in all of
the personal and owned real property of the Ciealities, including a lien on all of the equity séties of the Borrowers and each of the
Borrower’s current and future domestic subsidiaries

The Company has no operations or any assets ditiegbother than its investment in its wholly-oaeh subsidiary Golfsmith, including its
liability under the Amended and Restated CreditlFacDomestic subsidiaries of Golfsmith compriak of Golfsmith’s assets, liabilities and
operations, including its liabilities under the Amaded and Restated Credit Facility. There are nimicgsns on the transfer of funds between
Company, Golfsmith and any of Golfsmith’s domestibsidiaries.
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GOLFSMITH HOLDINGS INTERNATIONAL, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINAN CIAL STATEMENTS

5. Intangible Assets

The following is a summary of the Company’s idaabife intangible assets as of each of the perioelsemted below:

October 3, September 27, January 3,
2009 2008 2009

Amortizable intangible asset

Customer databas- gross carrying amoul $ 3,399,20! $ 3,399,20! $ 3,399,20!

Customer databas- accumulated amortizatic (2,643,82) (2,266,13) (2,360,55)
Total amortizable intangible ass: $ 755,37¢ $ 1,133,060 $ 1,038,64
Indefinite-lived intangible asset:

Patents $ 100,000 $ — 3 —

Tradenam: 11,158,00 11,158,00 11,158,00

Trademarks 13,972,25 13,972,25 13,972,25
Total indefinat-lived intangible asse $ 25,230,25 $ 25,130,25 $ 25,130,25
Intangibles assets, n $ 25,985,63 $ 26,263,32 $ 26,168,89

Amortization expense related to the Company’s custadatabase was approximately $0.1 million an8 #tllion in each of the three-and
nine-month periods ended October 3, 2009 and Sdyetes, 2008, respectively, and is recorded inmgglgeneral and administrative expense
in the unaudited condensed consolidated stateroépserations. The Company’s customer databaseiig amortized over the estimated
useful life of 9 years.

Future estimated amortization expense relatede@timpany’s customer database is as follows:

Remaining 200 94,42:
201( 377,68¢
2011 283,26¢
Total $ 75537

6. Commitments and Contingencies
Lease Commitmen

The Company leases all but one of its store lonatimder operating leases that provide for annayhents that, in most cases, increase over
the life of the lease. The aggregate of the mininammual payments is expensed on a straight-linis baer the term of the related lease
without consideration of renewal option periods asdalating rents. The lease agreements genecaitgio provisions that require the
Company to pay for normal repairs and maintenamaperty taxes and insurance. In addition, the Gomhas entered into certain sublease
agreements with third parties to sublease retaitsurrently or previously occupied by the Company

At October 3, 2009, future minimum lease paymentssublease rental income under non-cancelablatipgieases, excluding repairs and
maintenance, property taxes and insurance, wittaitérms of one year or more, are presenteddrtable below for each of the 12-month
periods ending at the end of the Company’s thsddi quarter for each year presented below.
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Operating Lease Sublease
Obligations Rental Income
200¢ $ 23,923,39 $ 1,546,82!
201C 24,151,89 1,540,22.
2011 23,848,62 1,514,26!
201z 21,419,49 1,156,94.
201z 18,541,95 782,45
Thereafte 43,543,22 1,559,96:
Totar $ 15542859 $ 8,100,66!

The operating leases expire at various times thr@@20. Rent expense, net, for all operating leasss$5.8 million and $5.6 million for the
three-month periods ended October 3, 2009 and Ségie27, 2008, respectively. Rent expense, neglfoperating leases was $17.2 million
and $16.7 million for the nine-month periods en@edober 3, 2009 and September 27, 2008, respecti@&iblease rental income recorded as
a reduction to rent expense was $0.3 million irheafcthe three-month periods ended October 3, 20@9September 27, 2008 and $0.9 million
in each of the nine-month periods ended Octob2039 and September 27, 2008.

Employment and Other Agreeme

The Company has employment agreements with Martiidiaka, Chairman and Chief Executive Officer, 8nd E. Gove, Executive Vice
President, Chief Operating Officer and Chief Finah©fficer. Additionally, on September 29, 20@®der the direction of the Compensation
Committee of the Company’s Board of Directors (tBeard”), the Company entered into confidentialitytellectual property and noecempete
agreements (the “Confidentiality Agreements”) withsenior executives, in the form filed as exhilfitl of the Company’s Form 8-K filed
with the SEC on October 2, 2009. The Confidentigigreements contain restrictive covenants whiehegally prohibit the senior executive
officers from (i) disclosing the Company’s tradersts and confidential information, including infeaition regarding the Company’s
intellectual property; or (ii) during their respizet employment terms and for the two-year peridb¥ang termination of employment

(a) soliciting on behalf of a competing business@mpany’s customers, (b) soliciting the Compaey’ployees or (c) engaging in any
competing businessin consideration for the promises set forth in @unfidentiality Agreements, upon termination ofeaisr executive
officer's employment without cause, as definedhie €onfidentiality Agreements, such senior exeeutifficer will be entitled to receive a 12-
month equivalent of his or her annual base satasffect upon termination in equal installmentsinigithe 24-month period following
termination of employment.

On May 20, 2009, the Company, entered into anladtlal Property License Agreement (the “Licenseekgnent”) with MacGregor Golf
Company (“Licensor”). Per the terms of the LiceAggeement, the Company obtained an exclusive paspkcense in and to certain MGC
Trademarks and MacGregor Trademarks (collectivedyTrademarks”yhroughout the United States, Canada, Europe, &fiicd Australia fc

a total of $1.75 million payable in eight quarteirigtallments beginning in May 2010. Ownershighef Trademarks will transfer to the
Company three years from the effective date oLibense Agreement, at which time the Company vidbabtain 50% ownership of the stock
of MacGregor Corp., a non-operating holding ertfitgt licenses certain trademarks to Licensor.

Legal Proceeding

In March 2008, a former sublandlord of the Compavgrshalls of MA (“Marshalls”), filed an action Maricopa County Court, Arizona
against Tomajan Investments (“Tomajan”) and the gamy, claiming a breach of lease obligations. d¢ten alleged that the Company
violated a sublease from Marshalls, which the Camgeelieved had been properly assigned to Tomajaen Tomajan allegedly defaulted
under the terms of the lease agreement. Marssmlight reimbursement from the Company for all rebtnmon area maintenance and utility
expenses incurred from the time that Tomajan vadée premises until the end of the lease ternu@gn2010 ). The Company had
previously disputed the liability and Marshallsaichs. Nevertheless, on September 28, 2009, the Gayrgettled this case for approximately
$425,000 and recorded a corresponding chargelingsgjeneral and administrative expense in theghmonths ended October 3, 2009.

The Company is involved in various other legal pexings arising in the ordinary course of condggtis business. The Company believes
that the ultimate outcome of such matters, indialtuor in the aggregate, will not have a mateaidverse impact on its financial position,
liquidity or results of operations.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited
condensed consolidated financial statements and related notesincluded elsewhere in this Quarterly Report on Form
10-Q.

This Quarterly Report on Form 10-Q contains forwdwdking statements within the meaning of Sectith @f the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1&4dtements that are not historical facts, inahgdstatements about our beliefs and
expectations, are forward-looking statements. Fadsaoking statements include statements precedefbliywed by or that include the wol
“may,” “could,” “would,” “should,” “believe,” “expe ct,” “anticipate,” “plan,” “estimate,” “target,” “p roject,” “intend,” and similar
expressions. These statements include, among p#tatsments regarding our expected business dythnicipated financial and operating
results, our business strategy and means to impiethe strategy, our objectives, the amount anéhginof future store openings, store retro
and capital expenditures, the likelihood of ourass in expanding our business, financing planskiwg capital needs and sources of
liquidity.

Forward-looking statements are not guarantees of perfogaaihese statements are based on manageseitefs and assumptions, whicl
turn are based in part on currently available infieeition and in part on management’s estimates aogeptions of future events and
conditions. Important assumptions relating to thevard-looking statements include, among othersuagptions regarding demand for our
products, the introduction of new product offeringt®re opening costs, our ability to lease newssiin a timely basis, expected pricing lev
the timing and cost of planned capital expendituoesnpetitive conditions and general economic cioras. These assumptions could prove
inaccurate. Forward-looking statements also invafgés and uncertainties, which could cause acteallts that, differ materially from those
contained in any forward-looking statement. Manyhefse factors are beyond our ability to contropoedict.

We believe our forward-looking statements are basetkasonable assumptions; however, undue relighoeld not be placed on any
forward-looking statements, which are based on curreneetgtions. Further, forward-looking statements dpealy as of the date they are
made, and we undertake no obligation to updateiplytdny of them in light of new information ord events.

Overview

We are one of the natiomlargest specialty retailers of golf and tennisigiapent, apparel, footwear and accessories. Weatgpas an integrat
multi-channel retailer, offering our customers tloavenience of shopping in our retail locationasrthe nation and through our direct-to-
consumer channel, which includes both our websitey.golfsmith.comand our direct mail catalogs. As of October@)2 we operated 73
retail stores in 19 states and 26 markets. We feereded in 1967 as a golf clubmaking company affpcustom-made clubs, clubmaking
components and club repair services. In 1972 waegbeur first retail store, and in 1975 we mailed first general golf products catalog.

In January 2009, we opened a new store in a nelwanir Palm Desert, California. We also relocated of our existing stores in Troy,
Michigan and The Woodlands Center in Spring, Tekasto expiring leases in April and May of 200%pectively. We also closed one store
in Atlanta, Georgia in June 2009, whose lease waxpire in December 2009. We have also signedselfor a property in Irvine, California
for the opening of a new retail store in the fougtiarter of fiscal 2009. We continue to exploratsigic opportunities to open additional stores
in existing and new geographic marketsit we do not provide any assurances about teeatavhich we will open new stores in the futwed
our historical record in this regard is no indioatof our current or future strategy. We also camdily evaluate our effectiveness in existing
markets. A major part of our strategy continuebeenhancing the non-clubmaking and Internet gastof our direct-to-consumer channk.
addition, we have recently acquired and continugetgelop a number of proprietary brands, and we fdacontinue our efforts to grow our
proprietary brand revenue in future periods.

Fiscal Year

Our fiscal year ends on the Saturday closest teBéer 31 and consists of either 52 weeks or, aghwasase of fiscal 2008, 53 weeks. Each
quarter of each fiscal year generally consists3ofvéeks. The three-month periods ended Octobed@ and September 27, 2008 each
consisted of 13 weeks. The nine-month periodsézober 3, 2009 and September 27, 2008 eachstedsif 39 weeks.
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Results of Operations

The following table presents our unaudited condeérmemsolidated statements of operations data andethted percentage of total net rever
for the three- and nine-month periods ended Oct8p2009 and September 27, 2008:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2009 2008 2009 2008
Net revenue $ 90,586,27' 100.(% $ 101,701,69 100.(% $ 274,176,04 100.(% $ 310,931,79 100.(%
Cost of products sol 59,610,08 65.6% 66,768,84 65.7% 180,351,91 65.6% 204,154,56 65.7%
Gross profit 30,976,18 34.2% 34,932,85 34.2% 93,824,13 34.2% 106,777,23 34.2%
Selling, general and administrat 29,739,69 32.&% 31,202,25 30.7% 89,207,88' 32.5% 97,779,40 31.4%
Store pr-opening expense (179,62) -0.2% 42,87 0.0% 343,65¢ 0.1% 78,41¢ 0.C%
Total operating expens: 29,560,07. 32.6% 31,245,13. 30.7% 89,551,54. 32.7% 97,857,82 31.5%
Operating incom: 1,416,111 1.€% 3,687,72. 3.6% 4,272,591 1.6% 8,919,40! 2.%
Interest expense, n (268,34() -0.3% (507,200) -0.5% (1,060,20)) -0.4% (2,201,419 -0.7%
Other income (expense), r 3,82¢ 0.C% (5,099 0.0% 50,191 0.0% (3,620 0.C%
Income before income tax 1,151,59: 1.2% 3,175,43: 3.1% 3,262,57: 1.2% 6,714,37. 2.2%
Income tax expens (51,967 -0.1% (332,349 -0.3% (507,55¢) -0.2% (742,869 -0.2%
Net income $ 109963 129 8 2.843,08 28% $ 275502 10% $__ 5.971,50 1.5%

The following table presents consolidated net reesrby channel and comparable store sales pereechagges for the three- and nine-month
periods ended October 3, 2009 and September 28; 200

Three Months Ended Nine Months Ended
October 3, September 27, $ % October 3, September 27, $ %
2009 2008 Change Change 2009 2008 Change Change

Comparable store $ 74,739,422 $ 81,659,85 $ (6,920,43) -8.5% $ 222,367,68 $ 246,245,84 $  (23,878,15) -9.7%
Non-comparable store 1,182,25: 536,36. 645,88¢ 120.%% 4,133,75! 1,029,46. 3,104,28! 301.5%

Total stores 75,921,67- 82,196,22 (6,274,541 -7.€% 226,501,43 247,275,30 (20,773,86) -8.4%
Direci-to-consume! 12,767,48 17,496,81 (4,729,32) -27.% 41,727,98 56,998,18 (15,270,19) -26.%
International distributors and

other 1,897,10i 2,008,66: (111,556 -5.6% 5,946,62! 6,658,30. (711,68) -10.7%

Net revenue $ 90,586,27 $ 101,701,69 $  (11,115,42) 10.% $ 274,176,04 $ 310,931,79 $  (36,755,74) 11.6%
Revenues

Revenue channelWe generate revenues from the sale of golf andggmnducts and services in our retail stores thinoaur direct-to-
consumer distribution channel and from other sayriteluding international distributors. Revenuerssist of merchandise sales, net of

expected returns, as well as gift card breakagere $evenues include product sales which areatad online and either picked up or shipped
from any of our retail stores.

Store revenue€hanges in revenues generated from our retailsstmeedriven primarily by the number of storespemtion and changes in
comparable store sales. We consider sales by stoee/to be comparable commencing in the fourteertthth after the store was opened or
acquired. We consider sales by a relocated stdve tmmparable if the relocated store is expectagitve a comparable customer base and
there is not more than a 30-day period during whieither the original store nor the relocated stoxdosed for business. We consider sales by
retail stores with modified layouts to be compaeabVe consider sales by stores that are closed toimparable in the period leading up to
closure if they meet the qualifications of a conaie store and do not meet the qualifications tolassified as discontinued operations.

Branded compared to proprietary producMost of our sales are generated from premier-bréugdéf and tennis equipment, apparel and
accessories sold through all of our channels. ttitiath, we sell proprietary-branded golf equipmetimponents, apparel and accessories unde
a variety of branded trademarks and tradenames.

SeasonalityOur business is seasonal, and our sales leaditmamd during the warm weather golf season an@#wember holiday giftiving
season have historically contributed a significahtgher percentage of our annual net revenuesandal net operating income than other
periods in our fiscal year.
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Cost of Products Sold

We capitalize inbound freight and vendor discoumts inventory upon receipt of inventory. Thesets@nd discounts increase and decrease,
respectively, the value of inventory recorded onaansolidated balance sheets. These costs arnldis are then subsequently reflected in
cost of products sold upon the sale of that invgnt&alary and facility expenses, such as depiieniand amortization, associated with our
distribution and fulfilment center in Austin, Texare included in cost of products sold. Incomeirex from our vendors through our vendor
funding program that does not pertain to incremaditact advertising costs is recorded as a redudb cost of products sold when the related
merchandise is sold. Because some retailers exaldde these costs from cost of products solddude certain other costs in cost of
products sold and instead include them or exclbdmtin a line item such as selling, general andimidtrative expense, our gross profit may
not be comparable to those of other retailers.

Operating Expenses

Selling, general and administrativ&elling, general and administrative expenses coobal expenses associated with general opersifion
our retail stores, direct-to-consumer channel,cauporate headquarters and international operatidtis includes salary and related benefits,
occupancy costs, including rent and common areaterznce, information technology, legal, accountitgck-based compensation,
advertising and direct expenses, including supgtiesll retail and corporate facilities. A portiof our occupancy expenses is offset through
our subleases to GoIfTEC Learning Centers, as s&szliin Note 6 of the Notes to Condensed Consetidéinancial Statements included in
this Form 10-Q. Additionally, a portion of incomeceived through our vendor funding program for minsement of incremental direct
advertising costs is treated as a reduction teselling, general and administrative expenses.

Store pre-opening / closing expens&sore pre-opening expenses consist of costs refatie opening of new retail stores that are iresir

prior to the grand opening. These include costsirrig and training personnel, supplies and certaitupancy and miscellaneous costs. With
the exception of payroll and rent expenses, thests@re initially capitalized on our consolidabadance sheet and recorded as expense upon
the grand opening of each new store. Payroll antiengpenses incurred after possession of the lgasgerty but prior to the grand opening of
a new retail store are recorded as store pre-ogenipenses in the period incurred. Our store afpsitpenses could include charges related to
future net lease obligations and lease cancellatipersonnel expenses, miscellaneous occupanayeshand non-recoverable investments in
fixed assets.

Three-months ended October 3, 2009 compared to Three-months ended September 27, 2008

Net Revenues. Net revenues decreased 10.9% to $90.6 millionHeithree-months ended October 3, 2009 from $10ilidmTor the three-
months ended September 27, 2008. The decreaseriwasily due to a $6.3 million decrease in our strevenues and a decrease of $4.7
million from our direct-to-consumer channel. OQungmarable store revenues decreased $6.9 milliod.,5686, during the three-months ended
October 3, 2009 as compared to the three-monthsdeBdptember 27, 2008.

Our net revenues continue to be negatively impdgoyetthe adverse economic climate and the reduced ¢ consumer confidence. The
challenging economic climate is evidenced in owsitess by a highly competitive retail selling eoniment and a decrease in overall const
spending. While we anticipate that these econ@mtlitions will continue in future periods, we le®é these market dynamics are temporary.
For the three-months ended October 3, 2009, irffart &0 drive consumer demand, we offered moreigddased promotions from many of the
top manufacturers, which we believe positively cittted to our net revenues.

We believe that general economic conditions hase atlversely affected our direct-to-consumer chidousness. Furthermore, due to our
increasing retail base across the country, a gmwortion of our direct consumers are choosingandact in our retail stores rather than
through our direct-to-consumer channel.

Gross Profit . Consolidated gross profit, as a percentage tfavenues, decreased to 34.2% for the three-memithsd October 3, 2009 from
34.3% for the three-months ended September 27,.2008solidated gross profit decreased 0.7%, & @ptage of net revenues, due to a
change in estimate related to the classificatiomenfdor income earned from vendor funding progrdmaswas implemented in the fourth
quarter of fiscal 2008. This decrease was offgedrbincrease of 0.6% of consolidated gross pradita percentage of net revenues, due to the
renegotiation of freight contracts and lower dimition center expenses.

Selling, general and administrative. Selling, general and administrative expenseeadsmd 4.7% to $29.7 million for the three-monthdeen
October 3, 2009 from $31.2 million for the threentits ended September 27, 2008. As a percentags odvenues, selling, general and
administrative expense increased to 32.8% forhtheetmonths ended October 3, 2009 from 30.7% fothtee-months ended September 27,
2008. The increase in selling, general and adtnatige expense, as a percentage of net reventi2<, % primarily relates to sales decreasing
at a faster rate than operating expenses, prirtgipalaries and related benefits, and non-recutifiggtion settlement costs recorded in the
current year quarter (see Note 6). This increaselling, general and administrative expenseeyeentage of net revenues was partially
offset by a change in estimate related to vendodiftg programs as discussed above as well as aadecm advertising and promotional
expense resulting from a change in our overall etang strategy.
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Store pre-opening / closing expenses. Store pre-opening / closing expenses for the thmeaths ended October 3, 2009 was ($180,000) as
compared to $43,000 for the three-months endede8dqatr 27, 2008. Included in store pre-openingginb expenses for the three-months
ended October 3, 2009 is $0.3 million of relocaopenses related to our Troy, Michigan and The Mi&owls Center, Texas stores incurred in
the first half of fiscal 2009 that have been resiffeed to selling, general and administrative exq@e(see Note 1). Also included in the three-
months ended October 3, 2009 is $0.1 million inupency costs related to our retail store in Irvidalifornia, which is expected to open in the
fourth quarter of fiscal 2009.

I nterest income (expense), net . Interest income (expense), net consists primafiipterest expense incurred on borrowings under o
Amended and Restated Credit Facility. For theghmonths ended October 3, 2009, net interest egpadgryeased by 47.1% to $0.3 million
from $0.5 million for the threeaonths ended September 27, 2008. As a percentage evenues, net interest expense decrease@8%ofom
0.5%. The decrease in net interest expense wamdudecrease in interest rates under our Ameadéd®Restated Credit Facility.

Other income (expense), net. There were minimal changes in o ther income (expemet during the three-months ended October @9 28
compared to the three-months ended September 28, 28cluded in other income (expense), net aabzed foreign currency exchange rate
gains/losses, gains from the sale of assets ard wtiscellaneous income.

I ncome tax expense . During the three-month periods ended OctobefB92and September 27, 2008, we recorded approXyr&ael million
and $0.3 million of income tax expense, respectiveh pre-tax income of approximately $1.2 milliand $3.2 million, respectively. The
income tax expense for the periods differed frommamount which would have been recorded using tBe sfatutory tax rate of 34% due to a
change in our valuation allowances. See NotetBefNotes to Condensed Consolidated Financial i8&tts included in this Form 10-Q for
further discussion of the methods used to computénzome tax expense in each fiscal year.

Nine-months ended October 3, 2009 compared to Nine-months ended September 27, 2008

Net Revenues. Net revenues decreased 11.8% to $274.2 millioth®nine-months ended October 3, 2009 from $31@IBmfor the nine-
months ended September 27, 2008. The decreaseriwasily due to a $20.8 million decrease in ourstievenues and a decrease of $15.3
million from our direct-to-consumer channel. Oungmarable store revenues decreased $23.9 millidh,7é6, during the nine-months ended
October 3, 2009 as compared to the nine-monthsdeBdptember 27, 2008.

Our net revenues continue to be negatively impaoyeithe adverse economic climate and the reduaad ¢ consumer confidence. The
challenging economic climate is evidenced in owsitess by a highly competitive retail selling eoniment and a decrease in overall const
spending. While we anticipate that these econ@mitlitions will continue in future periods, we le®é these market dynamics are temporary.
In an effort to drive consumer demand in fiscal 200e offered more value-based promotions from nariie top manufacturers, which we
believe all positively contributed to our net reues.

We believe that general economic conditions hase ativersely affected our direct-to-consumer chammgness. Furthermore, due to our
increasing retail base across the country, a gmwortion of our direct consumers are choosingandact in our retail stores rather than
through our direct-to-consumer channel.

In addition to the conditions discussed above, aleete that golf rounds played in the United Stageleading indicator of golf participation
tracked by Golf Datatech L.L.C., affects potensiales of our products . Prior to the first quaadtethis year, golf rounds played had been
trending down as compared to the same period iptibe year. For the eight months ended Augus©2@0If rounds played remained flat as
compared to the prior year.

Gross Profit . Consolidated gross profit, as a percentage fevenues, decreased to 34.2% for the nine-manttied October 3, 2009 from
34.3% for the nine-months ended September 27, 20@8\solidated gross profit decreased 0.7%, ascpege of net revenues, due to a
change in estimate related to the classificatiomesfdor income earned from vendor funding progrimaswas implemented in the fourth
quarter of fiscal 2008. This decrease was paytifset by (1) an increase of 0. 4 %, as pergmtd net revenues, due to the renegotiation of
freight contracts and lower distribution centerexges, and (2) an increase of 0.2%, as a perceoitagé revenues, due to more gift card
promotions in the prior year, while there was mialmctivity in the current year.

Selling, general and administrative. Selling, general and administrative expenseedesd 8.8% to $89.2 million for the nine-monthseehd
October 3, 2009 from $97.8 million for the nine-rtitmnended September 27, 2008. As a percentaget ofvenues, selling, general and
administrative expense increased to 32.5% for ithe-months ended October 3, 2009 from 31.4% fonthe-months
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ended September 27, 2008. The increase in sefjergral and administrative expense, as a pereeofatet revenues, of 1.1% primarily
relates to sales decreasing at a faster rate fhenating expenses, principally salaries and relb&fits, as well as non-recurring litigation
settlement costs recorded in the current year guésée Note 6). This increase was partially ofiye(1) a decrease in one-time charges
including $1.8 million incurred in the prior yeadated to severance payments and non-cash stoedl bampensation to our former Chief
Executive Officer, partially offset by an increade$0.5 million of severance to our former Chiefidncial Officer, (2) a decrease due to a
change in estimate related to vendor funding progras discussed above, and (3) a decrease duartgeshto our marketing strategy.

Store pre-opening / closing expenses. Store pre-opening / closing expenses increased.srillion for the nine-months ended October 3,
2009 from $0.1 million for the nine-months endeg@t®ember 27, 2008. The increase in store pre-ogergfosing expenses is primarily due to
the opening of our Palm Desert, California storddnuary 2009 and an increase in occupancy cdatedeo our retail store in Irvine,
California, which is expected to open in the fougttarter of fiscal 2009. There were minimal castsirred related to the closing of our stor
Atlanta, Georgia in June 2009. In fiscal 2008r¢h@ere no new store openings and only minimalsciosturred due to the closing of two
stores.

I nterest income (expense), net . Interest income (expense), net consists primafiipterest expense incurred on borrowings under o
Amended and Restated Credit Facility. For the-miomths ended October 3, 2009, net interest expdgeased by 51.8% to $1.1 million
from $2.2 million for the nine-months ended Septenty, 2008. As a percentage of net revenuesnieeest expense decreased to 0.4% from
0.7%. The decrease in net interest expense isodueecrease in both interest rates and the avd&algnce outstanding under our Amended
and Restated Credit Facility.

Other income (expense), net. There were minimal changes in o ther income (expemet during the nine-months ended October 39 230
compared to the nine-months ended September 28, 26@luded in other income (expense), net arkzexhforeign currency exchange rate
gains/losses, gains from the sale of assets, d@dl ptiscellaneous income.

Income tax expense . During the nine-month periods ended October 8924nd September 27, 2008, we recorded approxiynd®eb million
and $0.7 million of income tax expense, respedfiveh pre-tax income of approximately $3.3 milliand $6.7 million, respectively. The
income tax expense for the periods differed frommamount which would have been recorded using tBe sfatutory tax rate of 34% due to a
change in our valuation allowances. See NotetB@Notes to Condensed Consolidated Financial i@t&tes, included in this Form 10-Q for
further discussion of the methods used to computénzome tax expense in each fiscal year.

Liquidity and Capital Resources

As of October 3, 2009, our primary source of lidyidtonsisted of cash totaling $3.7 million and $lL&illion of available borrowings under
our Amended and Restated Credit Facility which agerfully described in Note 4 of the Notes to Camsl Consolidated Financial
Statements, included in this Form 10-Q. As of Oetd® 2009, we had outstanding debt obligationseundr Amended and Restated Credit
Facility of $33.7 million.

Historically, cash flows generated from operatiand our borrowing capacity under our Amended amstd&ed Credit Facility have allowed us
to meet our cash requirements, including capitpeexitures and working capital needs. In additiature cash outflows related to new store
openings, store retrofits, advertising and oth@itahexpenditures have been adjusted and may todeel further adjusted accordingly from
time to time in the future. If cash generated froperations is insufficient to satisfy our liquidityquirements, we may seek to sell additional
equity or arrange additional debt financing. Iflté®m operations and cash available under our Atedrand Restated Credit Facility are not
sufficient to meet our needs, we cannot assurdlyaiuwe will be able to obtain additional financingsufficient amounts and/or on acceptable
terms in the near future or when our Amended arstd®ed Credit Facility expires in June 2011. Femtiore, because of the current price of
our stock, we do not believe that it would be dedi to sell additional equity, even if we wereeatd do so.

Cash Flows

Operating Activities

Our cash flows from operations are seasonal. @ipgractivities provided $26.1 million of cash fitve ninemonths ended October 3, 2009
$13.7 million of cash for the nine-months endedtSmyper 27, 2008. The increase in cash providedoeyating activities during the nine-
months ended October 3, 2009, as compared to tieemonths ended September 27, 2008 is primarilytall@ver inventory levels as we are

buying closer to need this year as compared tptioe year.
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Investing Activities

Cash used in investing activities is to build neeres, remodel or relocate existing stores, pulEermation technology and expenditures
distribution facilities and corporate headquartérgesting activities used $7.0 million of cash flee nine-months ended October 3, 2009 and
$3.7 million of cash for the nine-months ended 8eiiter 27, 2008. The increase in cash used duréngittemonths ended October 3, 2009
compared to the nine-months ended September 28, 2@& driven by the opening of one new store,mlacations and costs incurred in the
three-months ended October 3, 2009 related topkaing of our Irvine, California store in Novemi2809. There were no new store openings
in the prior year nine-months ended September @782

Financing Activities

Financing activities used $18.0 million of cashttee nine-months ended October 3, 2009 and $11l®maf cash for the nine-months ended
September 27, 2008. Cash used in financing aetvjtrimarily relates to net principal paymentsaod proceeds from our Amended and
Restated Credit Facility.

Capital Expenditures

Our future capital requirements will primarily deygkeon the number and timing of new stores opendd@a certain extent, capital needed for
strategic growth opportunities. The growth of ousiness also may require additional capital investisiin our infrastructure to support a
larger store base. Capital may also be needectifuthre to remodel or relocate existing storest tRe nine-month period ended October 3,
2009, we have spent $7.0 million in capital expends, inclusive of tenant improvement allowangesnarily related to one new store
opening and two store remodels. Subject to odityhd generate sufficient cash flows, for the mnder of fiscal 2009, we expect to spend
between $2.0 million and $2.3 million on capitaperditures related to the opening of one new stotiee fourth quarter of this year and
various other corporate projects.

Indebtedness

As of October 3, 2009, we had approximately $33ilfan in aggregate indebtedness outstanding ar@d@btnillion in available borrowings
under our Amended and Restated Credit Facilitgrafiving effect to all reserves. As of Januar@)9, we had $51.7 million of outstanding
borrowings under our Amended and Restated Creditifyaand $5.9 million of additional borrowing alability after giving effect to all
reserves .

The Amended and Restated Credit Facility contairssaenary affirmative covenants regarding, amongiothings, the delivery of financial a
other information to the lenders, maintenance obrés, compliance with law, maintenance of propartgt insurance and conduct of our
existing business. The Amended and Restated Gfadility also contains certain customary negatiweenants that limit the ability of the
Credit Parties to, among other things, create Jigrake investments, enter into transactions wifitisgés, incur debt, acquire or dispose of
assets, including merging with another entity, einte sale-leaseback transactions, and make nexatricted payments. As of October 3,
2009, we were in compliance with all applicable emants. See Note 4 of the Notes to Condensed Gdateal Financial Statements included
in this Form 10-Q for further discussion of thenterof our Amended and Restated Credit Facility.

Borrowings under our Amended and Restated Credilifyatypically increase as working capital reqgnnents increase in anticipation of peak
selling periods in late spring and in advance effirecember holiday gift-giving season, and thetimkeéollowing these periods. In the event
sales results are less than anticipated and olkingpcapital requirements remain constant, the arhawvailable under our Amended and
Restated Credit Facility may not be adequate fsfgaiur needs. If this occurs, we may not sucdaaibtaining additional financing in
sufficient amounts and/or on acceptable terms.

Off-Balance Sheet Arrangements

As of October 3, 2009, we did not have any off-hakasheet arrangements.

Critical Accounting Policies and Estimates

Our significant accounting policies are more fullyscribed in Note 1 of our Audited ConsolidatedaRirial Statements in our Annual Report
on Form 10K filed with the SEC on March 3, 2009. Certain of @ccounting policies are particularly importamttie portrayal of our financi
position and results of operations. In applyingstheritical accounting policies, our managemens its§udgment to determine the appropriate
assumptions to be used in making certain estim@itesse estimates are based on our historical expeej the terms of existing contracts, our
observance of trends in the industry, informaticovled by our customers and information availdiden other outside sources, as
appropriate. These estimates are subject to aneinhdegree of uncertainty. We
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have chosen accounting policies that we believeppeopriate to report accurately and fairly oueraping results and financial position, and
we apply those accounting policies in a consigtesriner. Our critical accounting policies have etf@nged significantly since the filing of our
Annual Report.

Recent Accounting Pronouncements

In June 2009, the FASB issued the FASB Accountitagn@ards Codification™ and the Hierarchy of Gergratcepted Accounting Principles
(the “Codification”). The Codification became thiagle official source of authoritative, nongovermtead U.S. generally accepted accounting
principles (“GAAP”). The Codification did not chaa@sAAP but reorganizes the literature. The Codiitzais effective for interim and annual
periods ending after September 15, 2009, and wptaddhe Codification during the three months en@etbber 3, 2009.

In August 2009, the FASB issued authoritative go@aregarding accounting and disclosures relatéluetéair value measurement of
liabilities. The new guidance establishes valuatechnigues in circumstances in which a quotetefri an active market for the identical
liability is not available. Additionally, it clafies appropriate valuation techniques when regtristexist that prevent the transfer of liabilities
measured at fair value. Finally, it provides fertiguidance on the classification of liabilitiesasared at fair value within the fair value
hierarchy. The new guidance is effective for iimeperiods ending after August 26, 2009. The adopif the guidance did not have a mate
impact on our results of operations or financiadipon.

In May 2009, the FASB issued authoritative guidaoeesubsequent events. This guidance establismesajestandards of accounting for and
disclosures of events that occur after the balaheet date but before financial statements aredssuare available to be issued. This guidance
is effective for interim or annual financial pergdnding after June 15, 2009. The adoption of théagce did not have an impact on our
consolidated results of operations or financialipms

In April 2009, the FASB issued guidance regardimgdetermination of fair value when the volume kvl of activity for an asset or liability
have significantly decreased and identifying tratisas that are not orderly. The new guidance idex/for estimating fair value when the
volume and level of activity for an asset or lithihave significantly decreased in relation tomat market activity. Additionally, the new
guidance identifies circumstances that indicat@mastction is not orderly. The new guidance reguierim disclosures of the inputs and
valuation techniques used to measure fair valleatéfig changes in the valuation techniques aratedlinputs. The guidance is effective for
interim and annual reporting periods ending aftereJ15, 2009, and is to be applied prospectiv&lye adoption of the guidance did not have a
material impact on our results of operations oafficial position.

In April 2009, the FASB issued guidance requirimgnpanies to disclose information about fair valtiérmncial instruments not measured on
the balance sheet at fair value in interim finahsiatements as well as in annual financial staresiePrior to this guidance, fair value for these
assets and liabilities was only disclosed annuallge guidance requires all entities to disclogenttethods and significant assumptions used to
estimate the fair value of financial instrumenthe new guidance is effective for interim periodsliag after June 15, 2009. In periods after
initial adoption, the guidance requires comparatiigelosures only for periods ending after iniidbption. The adoption of the new guidance
did not have a material impact on our results @frapons or financial position.
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ITEM 3 — QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

As a “smaller reporting company” as defined by Iteé@nof Regulation 3, we are not required to provide the informatiequired by this itern
ITEM 4 — CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial and
accounting officer, we conducted an evaluatiorheféffectiveness of the design and operation ofimalosure controls and procedures, as
defined in Rules 13a-15(e) and 15d-15(e) undeBgwurities Exchange Act of 1934, as amended, Heafnd of the period covered by this
report (the “Evaluation Date”). Such disclosuretcols and procedures are designed to ensure thanfibrmation relating to our company,
including our consolidated subsidiaries, requiete disclosed in our SEC reports (i) is recorgedcessed, summarized and reported within
the time periods specified in SEC rules and forans (ii) is accumulated and communicated to ouragament, including our principal
executive officer and principal financial and acetiong officer, as appropriate to allow timely deoiss regarding required disclosure. Base
this evaluation, our principal executive officedarincipal financial officer concluded that ousdiosure controls and procedures were
effective as of October 3, 2009.

Changesin Internal Control over Financial Reporting

During the three-month period ended October 3, 20@9e have been no changes in our internal domtey financial reporting that have
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.

PART II: OTHER INFORMATION
ITEM 1 — LEGAL PROCEEDINGS

In March 2008, our former sublandlord, MarshalldvtA (“Marshalls”), filed an action in Maricopa CotynCourt, Arizona against Tomajan
Investments (“Tomajan”) and us, claiming a breatlease obligations. The action alleged that vedated a sublease from Marshalls, which
we believed had been properly assigned to Tomajaan Tomajan allegedly defaulted under the ternth®fease agreement. Marshalls
sought reimbursement from us for all rent, comm@aanaintenance and utility expenses incurred tferime that Tomajan vacated the
premises until the end of the lease term (Janudi® 2. We had previously disputed the liabilitydaviarshalls’ claims. Nevertheless,

on September 28, 2009, we settled this case faoappately $425,000 and recorded a correspondiaggehin selling, general and
administrative expense in the three-months endedb@c 3, 2009.

We are involved in various other legal proceediagsing in the ordinary course of conducting businéVe are not aware of any such laws
the ultimate outcome of which, individually or imetaggregate, would have a material adverse inguagtir financial position or results of
operations.

ITEM 1A — RISK FACTORS

As a “smaller reporting company” as defined by Ite@nof Regulation 3, we are not required to provide the informatiequired by this itern
ITEM 2 — UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS

None.

ITEM 3 — DEFAULTS UPON SENIOR SECURITIES

None.
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ITEM 4 — SUBMISSION OF MATTERS TO A VOTE OF SECURIT Y HOLDERS
None.

ITEM 5 — OTHER INFORMATION

None.

ITEM 6 — EXHIBITS

10.21 Form Confidentiality, Intellectual Property and NGompete Agreement (filed as Exhibit 10.1 to Goitbninternational
Holdings, Inc’s Form K filed on October 2, 2009, and incorporated helsimeference)

311 Rule 13i-14(a)/15+-14(a) Certification of Martin E. Hanal(Filed herewith)
31.2 Rule 13i-14(a)/15+-14(a) Certification of Sue E. Go(Filed herewith)

32.1 Certification of Martin E. Hanaka Pursuant to 1&IC. Section 1350 as Adopted Pursuant to Sectiérobthe Sarban-
Oxley Act of 200Z(Filed herewith)

32.2 Certification of Sue E. Gove Pursuant to 18 U.S€ction 1350 as Adopted Pursuant to Section 9@geoBarbane«Oxley
Act of 2002(Filed herewith)
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

GOLFSMITH INTERNATIONAL HOLDINGS, INC.

By: /s/ Martin E. Hanak:
Martin E. Hanak:
Chairman and Chief Executive Officer
(Principal Executive Officer and Authorized Signafo
Date: October 27, 20C

By: /s/ Sue E. Gov
Sue E. Gowt
Executive Vice President, Chief Operating Officed&hief Financial Officer
(Principal Accounting Officer and Authorized Sigost)
Date: October 27, 20C
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Martin E. Hanaka, certify that:

1.

2.

I have reviewed this quarterly report on Form 10f@olfsmith International Holdings, Inc. (the “isgant”);

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the
period covered by this report;

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and proceduregused such disclosure controls and procedures tesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

c. Evaluated the effectiveness of the registsadisclosure controls and procedures and presénthd report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; and

d. Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos fias materially affected, or is
reasonably likely to materially affect, the redgisir's internal control over financial reporting.

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

a. All significant deficiencies and material weaknes#ethe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: October 27, 20C /s/ Martin E. Hanak:

By: Martin E. Hanak:
Chairman and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Sue E. Gove, certify that:
1. I have reviewed this quarterly report on Form 1@f@olfsmith International Holdings, Inc. (the “lisgant”);

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact
necessary to make the statements made, in lightdafircumstances under which such statementswade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,aéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining discte controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

c. Evaluated the effectiveness of the registmdisclosure controls and procedures and pres@ntbds report our conclusions ab
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; and

d. Disclosed in this report any change in the regittsainternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos fias materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reporting.

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directfwspersons performing the
equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: October 27, 2009 /s/ Sue E. Gov

By: Sue E. Gowvi
Executive Vice President, Chief Operating Officad &hief
Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Golfdmihternational Holdings, Inc. (the “Company”) oarkh 10Q for the quarterly period end
October 3, 2009 as filed with the Securities andHaxge Commission on the date hereof (the “RepdrtRjartin E. Hanaka, Chairman and

Chief Executive Officer, certify, pursuant to 183.C. Section 1350, as adopted pursuant to SediiéroBthe Sarbanes-Oxley Act of 2002,

that:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and

(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of
the Company.

By: / s | Martin E. Hanak

Name: Martin E. Hanakz

Title:  Chairman and Chief Executive Offic
Date: October 27, 200




EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Golfdmihternational Holdings, Inc. (the “Company”) oarkh 10Q for the quarterly period end
October 3, 2009 as filed with the Securities andHaxnge Commission on the date hereof (the “RepdrtSue E. Gove, Executive Vice
President, Chief Operating Officer and Chief Finah©fficer, certify, pursuant to 18 U.S.C. SectitBb0, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and

(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of
the Company.

By: / s/ Sue E. Gov

Name: Sue E. Gow

Title:  Executive Vice President, Chief Operating Officad
Chief Financial Office

Date: October 27, 200




