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Item 1.01. Entry into a Material Definitive Agreement.

On October 7, 2010, the board of directors of Tandy Leather Factory, Inc. (the “Company”) approved and adopted a
second amendment to the Company’s 2007 Director Non-Qualified Stock Option Plan (the “Plan”). The Plan was
adopted by the board of directors of the Company on March 22, 2007. The stockholders of the Company ratified the
Plan on May 22, 2007. The Plan was initially amended by the board of directors on May 3, 2010. The Plan
authorizes the Company to grant to outside directors of the Company options to purchase up to 100,000 shares of the
Company’s common stock, par value $0.0024 per share (“Common Stock”).

The second amendment to the Plan sets forth a new stock option grant schedule as follows: (i) on October 8, 2010, a
stock option for 10,200 shares of Common Stock shall be granted to each individual who has served as an outside
director of the Company or any subsidiary of the Company for at least six months as of that date; (ii) on May 28,
2010, a stock option for 3,000 shares of Common Stock shall be granted to each individual who is serving as an
outside director of the Company or any subsidiary of the Company on that date; (iii) on March 22 of each calendar
year thereafter, a stock option for 3,000 shares of Common Stock shall be granted to each individual who is serving as
an outside director of the Company or any subsidiary of the Company on that date; and (iv) if an individual first
becomes an outside director of the Company or any subsidiary of the Company within six months after March 22 of a
year, such individual shall be granted a stock option for 3,000 shares of Common Stock immediately upon becoming
an outside director.

On May 28, 2010, a stock option for 3,000 shares of Common Stock was granted to each individual who was serving
as an outside director of the Company on such date pursuant to the Plan. On August 10, 2010, a stock option for
3,000 shares of Common Stock was granted to one individual who became an outside director on that date pursuant to
the Plan. Except for these grants, no stock options had been granted under the Plan as of October 7, 2010.

The disclosure contained herein is intended merely as a summary of the material provisions relating to the second

amendment of the Plan and does not purport to be complete and is qualified in its entirety by reference to the full text

of the Plan, filed as Exhibit A to the Company’s definitive proxy statement on Schedule 14 A, filed with the Securities
and Exchange Commission on April 18, 2007, the first amendment, filed as Exhibit 10.2 to Form 8-K, filed with the

Securities and Exchange Commission on May 4, 2010, and the second amendment to the Plan filed as Exhibit 10.3

hereto.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits.

The following exhibits are filed with this report and incorporated by reference herein:

Exhibit No. Description

10.12007 Director Non-Qualified Stock Option Plan, filed as Exhibit A to the Definitive Proxy Statement of the
Company on Schedule 14A, filed with the Securities and Exchange Commission on April 18, 2007 and

incorporated by reference herein.

10.2First Amendment to 2007 Director Non-Qualified Stock Option Plan dated May 3, 2010, filed as Exhibit 10.2 to
the Form 8-K filed by the Company with the Securities and Exchange Commission on May 4, 2010 and
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incorporated by reference herein.

10.3 Second Amendment to 2007 Director Non-Qualified Stock Option Plan dated October 7, 2010.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

TANDY LEATHER FACTORY, INC.

Date: October 12, 2010 BY: /s/ Shannon L. Greene
Chief Financial Officer & Treasurer



