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Our recently completed 2012 fiscal year started slowly, but improved as the year went on and ended with a very good June quarter. The first
half of the fiscal year was impacted negatively by high polyester raw material costs and high inventories in the U.S. apparel supply chain,
which impacted negatively our sales and margins. Our Brazilian business suffered low sales as the local currency strengthened and imports
from Asia began to replace Brazilian made finished goods. During the second half of the 2012 fiscal year, our domestic business recovered
after the supply chain inventories were reduced and raw material costs began to pull back and our Brazilian business began to strengthen, as
the Brazilian Real weakened. Our business in China remained soft throughout the fiscal year as weak demand in Europe reduced sales
significantly, but we are beginning to see demand recover as we enter the new fiscal year.

Strategic Objectives
The Company remains committed to making improvements to its core business, growing the market for its value-added products, and
generating positive cash flow from operations to fund selective opportunities and further deleverage its balance sheet. The Company’s
specific strategic objectives are to:
e Drive financial improvement to our core businesses through Lean Manufacturing, statistical process control, a rigorous and

disciplined improvement process, and market share gain initiatives;

Profitably increase sales in global growth markets, including Central America, Brazil, and China;

Enrich our product mix by growing aggressively our Premier Value Added products and increasing our market share of compliant

yarns;

Derive value from sustainability based initiatives, including polyester and nylon recycling; and

Continue to reduce long term debt and implement other strategies to enhance shareholder value.

Fiscal Year 2012 Accomplishments
Highlights for the year included:

e For the third consecutive year, the Company reported net income. Fiscal year 2012 net income was $11.5 million or $0.57 per
share;

e We managed working capital aggressively, most notably reducing inventories by $13 million, and generated over $43 million in
cash flow from operations;

e During the June 2012 quarter, the Company completed successfully its comprehensive debt refinancing. The refinancing allowed
the Company to extend the maturity profile of its indebtedness to May 2017 and will generate approximately $9 million of annual
interest expense savings. Overall, the Company’s total debt was reduced from $169 million to $122 million. The Company believes
that this new financing will provide the availability and flexibility needed to execute its strategic objectives;

e We continued to drive improvement in both safety and quality, remaining one of the safest industrial environments in North
Carolina and an industry leader in quality and service;

e  We accomplished over $4 million in cost reductions in our operations from many continuous improvement projects using Lean
Manufacturing, statistical process control, and our rigorous improvement process;

e  We have been able to recover lost margins as raw material costs abated by using a more disciplined approach to our domestic
pricing policies; and

e Domestic sales for the Company’s REPREVE® family of eco-friendly yarns made from recycled materials grew by 50%.
REPREVER® can be found in many well-known brands and retailers including Ford, Haggar’s Life Khaki, Polartec, The North Face,
Patagonia, REI, Perry Ellis, The Home Depot, Sears, Macy’s, Kohl’s, Greg Norman and Belk Department Stores. Recent
REPREVER® press mentions include USA Today, the Wall Street Journal and People Style Watch.

Fiscal Year 2013 Focus
We will remain focused on the execution of our strategic plan. The Company’s outlook for the coming fiscal year is for continued

improvement, but a weak U.S. economic recovery will remain a concern. While we cannot control the economy, raw material pricing, or
consumer spending, we can and will strive to improve continuously our costs and efficiencies. As always, the Company will stay focused
upon maintaining a strong balance sheet, with our key priorities for 2013 being the generation of cash and the reduction of debt.

I am especially satisfied with the Company’s response to the recent and ongoing economic challenges. For that, I would like to express
gratitude to Unifi employees across the globe for their continued dedication and hard work. While we remain proud of all that has been
accomplished during the past few years, we recognize there is still more to accomplish to continue to meet our goals of ongoing profitability

and increasing shareholder value.
W W

William L. Jasper
Chairman and Chief Executive Officer
August 30, 2012
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PART1

Fiscal Years

The Company’s fiscal year ends on the last Sunday in June. However, the Company’s Brazilian, Colombtian, and
Chinese subsidiaries’ fiscal years end on June 30th. There were no significant transactions or events that have occurred
between these dates and the date of the Company’s financial statements.

Presentation
All dollar amounts and share amounts, except per share amounts, are presented in thousands, except as otherwise noted.

Item 1. Business

Unifi, Inc., a New York corporation formed in 1969 (together with its subsidiaries, the “Company” or “Unifi”) is a
publicly-traded, multi-national manufacturing company. The Company processes and sells high-volume commodity
products, specialized yarns designed to meet certain customer specifications, and premier value-added (“PVA”) yarns
with enhanced performance characteristics. The Company sells fibers made from polyester and nylon filament to other
yarn manufacturers, knitters and weavers that produce fabric for the apparel, hosiery, sock, home furnishing, automotive
upholstery, industrial and other end-use markets. The Company’s polyester yarn products include polyester polymer
beads (“Chip”), partially oriented yarn (“POY”), textured, solution and package dyed, twisted and beamed yarns;
each available in virgin or recycled varieties. The Company’s nylon products include textured, solution dyed and
covered spandex products. The Company maintains one of the industry’s most comprehensive product offerings and has
ten manufacturing operations in four countries and participates in joint ventures in Israel and the United States
(“U.S.”). The Company’s principal markets are located in the U.S., Canada, Mexico, Central America, and South
America. In addition, the Company has a wholly-owned subsidiary in the People’s Republic of China (“China”) focused
on the sale and promotion of the Company’s specialty and PVA products in the Asian textile market, primarily in China
as well as into Europe.

The Company has three operating segments which are also its reportable segments. Each reportable segment derives its
revenues as follows:

e The Polyester segment manufactures Chip, POY, textured, dyed, twisted and beamed yamns, virgin and
recycled, with sales primarily to other yarn manufacturers, knitters and weavers that produce yarn and/or
fabric for the apparel, hosiery, automotive upholstery, home furnishing, industrial and other end-use
markets. The Polyester segment consists of manufacturing operations in the U.S. and El Salvador.

e The Nylon segment manufactures textured nylon and covered spandex yarns with sales to knitters and weavers
that produce fabric for the apparel, hosiery, sock and other end-use markets. The Nylon segment consists of
manufacturing operations in the U.S. and Colombia.

e The International segment’s products primarily include textured polyester and various types of resale yarns.
The International segment sells its yarns to knitters and weavers that produce fabric for the apparel,
automotive upholstery, home furnishing, industrial and other end-use markets primarily in the South American
and Asian regions. This segment includes manufacturing and sales offices in Brazil and a sales office in
China.

Other information for the Company’s reportable segments, including revenues, a measurement of profit or loss, and total
assets by segment, is provided in “Footnote 28. Business Segment Information” to the Consolidated Financial
Statements included in Item 8 of this Annual Report on Form 10-K.

Recent Developments and Strategy

Deleveraging Strategy: During the June 2012 quarter, the Company successfully completed its comprehensive debt
refinancing. The refinancing allowed the Company to extend the maturity profile of its indebtedness to May 2017 and
will generate approximately $9,000 of annual interest expense savings. In addition, the Company believes that this new
financing will provide the availability and flexibility needed to execute its strategic objectives.

Raw Materials: Polyester raw material costs for fiscal year 2012 averaged 8 to 9 cents per pound higher than fiscal year
2011. Throughout most of fiscal year 2012, and for the latter half of fiscal year 2011, polyester raw material costs
remained at their highest levels in over thirty years. In addition, Asian imported yarns have become more competitive
and continued to place pressure on the Company’s commodity business as the U.S.-Asia gap in polymer pricing
averaged 11 to 12 cents per pound in fiscal year 2012 versus the 4 to 5 cents average per pound for the prior fiscal year

period.



Inventory Destocking: The Company believes inventory in the U.S. apparel supply chain reached elevated levels during
the first quarter of the Company’s recently completed fiscal year, and producers and wholesalers reacted to the elevated
inventory levels by curtailing purchases from August to December 2011. The Company reacted by adjusting its
production below its sales levels in order to reduce its on-hand inventory units. As a result of the Company’s actions, the
production volume and per unit manufacturing costs in the Company’s Polyester and Nylon segments were negatively
impacted during the first half of fiscal 2012.

Inflation: For the most recently completed fiscal year and for the foreseeable future, the Company expects rising costs to
continue in areas such as employee costs and benefits, consumables and utility costs. The Company attempts to mitigate
the impacts of these rising costs through its operational efficiencies and increased selling prices. Inflation may become a
factor that begins to negatively impact the Company’s profitability.

Operational Excellence: Over the past year, the Company expanded its efforts in LEAN manufacturing and statistical
process control in all of its operations. These efforts have resulted in demonstrated savings as well as greatly improved
operational flexibility and are expected to result in continued improvement over the next several years.

PVA: The Company remains committed to growing the business for its value-added products and believes its research
and development work with brands and retailers continues to create new, world-wide sales opportunities as the Company
raises the visibility of REPREVE® as a consumer brand. The Company’s PVA products represent approximately 18%
of its consolidated sales volume and REPREVE® continues to grow at a faster pace than other PVA
products. Throughout fiscal year 2012, domestic PVA sales volume increased versus the prior year and held stronger
than the remainder of the business. Internationally, PVA sales volume was negatively impacted by weakened demand in
Brazil and a temporary delay of orders from a large volume customer for the Company’s Chinese sales office. In
comparison to the levels at the end of fiscal year 2010, the Company is on pace to double its domestic PVA sales
volumes within three years and its consolidated PVA sales volumes within four years.

Investment in Central America: The Central American Free Trade Agreement (“CAFTA”) region, which continues to be
a competitive alternative to Asian supply chains, has in recent years maintained its share of synthetic apparel supply to
U.S. retailers and continues to see ongoing investments being made. During the past quarter, the Company has
completed the installation of additional texturing capacity at its plant in El Salvador in order to take advantage of the
long-term volume opportunities in this region.

Repreve Recycling Center: The recycling facility which opened in May 2011 allows the Company to expand the
REPREVE® brand by increasing the amount and types of recyclable material that can be used in the manufacturing
process and to develop and commercialize PVA products that meet the sustainability demands for brands and retailers.

Repreve Renewables, LLC: During the December 2011 quarter, the Company acquired an additional 20% membership
interest in Repreve Renewables, LLC (“Renewables”) bringing the Company’s current ownership to 60%. The
Company’s investment in Renewables, a development stage company that focuses on cultivating and selling bio-mass
crops for the bio-fuel and bio-power industries, is anticipated to provide the Company with a unique revenue stream and
supports its strategy to grow the REPREVE® brand and other sustainability initiatives.

Industry Overview

Since 1980, global demand for polyester yarns, which includes both filament and staple yarns, has grown steadily, and in
calendar year 2003, polyester replaced cotton as the fiber with the largest percentage of worldwide sales. In calendar
year 2011, global polyester consumption accounted for an estimated 51% of global fiber consumption and demand is
projected to increase by approximately 3% to 4% annually through 2020. In calendar year 2011, global nylon
consumption accounted for an estimated 5% of global fiber consumption and demand is projected to increase by
approximately 1% annually through 2020. The polyester and nylon fiber sectors together accounted for approximately
56% of U.S. textile consumption during calendar year 2011.

According to the National Council of Textile Organizations, the U.S. textile market’s total shipments were $53.3 billion
for calendar year 2011. The industrial and consumer, floor covering, apparel and hosiery, and furnishing markets
account for 43%, 34%, 15% and 8% of total production, respectively. During calendar year 2011, the U.S. textile sector
exported more than $17 billion of textile products, an increase of 13.4% versus the prior year period, and employed
approximately 390,000 people making it one of the largest manufacturing employers in the U.S.



Rules of Origin

A significant number of the Company’s customers, particularly in the apparel market, produce finished goods that meet
the eligibility requirements for duty-free treatment in the regions covered by the North American Free Trade Agreement
(“NAFTA”), CAFTA, and the Colombia and Peru Free Trade Agreements. The Company is the largest filament yarn
manufacturer and one of the few producers of such qualifying yarns in the three regions covered by these agreements
(collectively the “Regional FTAs”) which contain rules of origin requirements. In order to be eligible for duty-free
treatment, the garment, fabric, yarn (such as POY) and fibers (filament and staple) are generally required to be fully
formed within the respective regions, each of which include production from the U.S.

Government legislation referred to as the Berry Amendment stipulates that certain purchases of textile and apparel
articles made by the U.S. Department of Defense must be manufactured in the U.S. and consist of yarns and fibers
produced in the U.S. Efforts are currently underway to expand this legislation to require other government programs
such as the Department of Homeland Security to purchase U.S. origin textile products when available. The Company is
the largest producer of such yarns for Berry Amendment compliant programs.

Collectively, the Company refers to fibers sold with specific rules of origin requirements under the Regional FTAs and
fibers sold with rule of origin requirements under the Berry Amendment as "Compliant Yarns".

Trade Regulation

Over the last decade, imports of fabric and finished goods into the U.S. have increased significantly from countries who
do not participate in free trade agreements or trade preference programs despite duties charged on those imports. The
duty rate on finished apparel categories that utilize polyester and nylon filament yarns are generally 16% to 32%. The
primary drivers for that growth were lower overseas operating costs, foreign government subsidizing of textile
industries, increased overseas sourcing by U.S. retailers, the entry of China into the World Trade Organization and the
staged elimination of all textile and apparel quotas. Although global apparel imports represent a significant percentage
of the U.S. market, Regional FTAs, which allow duty free advantages for apparel made from regional fibers, yarns and
fabrics, allow the Company opportunities to participate in this growing market.

In calendar year 2000, 56% of the garments purchased in the U.S. were produced in the North and Central American
regions. By calendar year 2009, approximately 18% of the garments purchased at U.S. retail were produced in these
regions. In the last four years, the garment market share has stabilized in these regions and has begun to grow on a unit
basis based on synthetic apparel consumption. This recent trend supports the Company’s view that the remaining
synthetic apparel production in the regions is more specialized and defensible, and, in some cases, apparel producers are
bringing programs back to the region as a part of a balanced sourcing strategy of some retailers and brands.

NAFTA is a permanent FTA between the U.S., Canada and Mexico that became effective on January 1, 1994. The
agreement contains certain rules of origin for textile and apparel products that must be met for these products to receive
duty-free benefits under NAFTA. In general, textile and apparel products must be produced from yarns and fabrics
made in the NAFTA region, and all subsequent processing must occur in the NAFTA region to receive duty-free
treatment.

Implementation of CAFTA began in 2006, between the U.S., the Dominican Republic, Costa Rica, El Salvador,
Guatemala, Honduras and Nicaragua. CAFTA supersedes the Caribbean Basin Trade Preference Agreement
(“CBTPA”) for the CAFTA signatory countries and provides permanent benefits not only for apparel produced in the
region, but for all textile products that meet the rules of origin. Qualifying textile and apparel products that are produced
in any of the seven signatory countries from fabric, yarn and fibers that are also produced in any of the seven signatory
countries may be imported into the U.S. duty free.

In August 2012, legislation was passed to correct a number of technical errors in CAFTA, including a requirement that
single ply synthetic sewing thread must originate from one of the signatory countries. This measure, expected to be fully
implemented in the fall of 2012, is expected to have a favorable impact on the Company’s twisted yarn business, as the
Company will be one of the largest suppliers of twisted yarns eligible to be used in these sewing thread applications.

The U.S.-Peru Trade Promotion Agreement became effective in February 2009, and the U.S.-Colombia Trade Promotion
Agreement was implemented on May 15, 2012, These free trade pacts replaced the Andean Trade Promotion and Drug
Eradication Act (“ATPDEA”) in these markets and established, primarily, the same yarn forward rules of origin for
textile and apparel products as NAFTA.



Additionally, the Company operates under FTA’s with Australia, Bahrain, Chile, Israel, Jordan, Morocco, Oman,
Singapore and South Korea. The U.S.-South Korean FTA became effective on March 15, 2012. The Company
anticipates limited impact on its business as South Korea is not a low cost provider of textiles in comparison to other
Asian countries and South Korea provides little or no export opportunities for the Company or for U.S. textile
manufacturers. The Company believes that a potential threat exists due to the agreement’s failure to address the
potential damage from the lack of strong customs enforcement language and the exposure of illegal transshipments from
China through South Korea.

Although quotas on textiles and apparel imports were eliminated after December 31, 2008, tariffs on certain imported
products remain in effect. The Doha Development Round is the current trade-negotiation round of the World Trade
Organization which commenced in November 2001 with the objective to further lower trade barriers around the
world. Over recent years, negotiations have stalled over a divide on major issues, such as agriculture, industrial tariffs
and non-tariff barriers, services, and other trade remedies with the most significant differences between developed
nations and emerging countries. There is also considerable contention regarding the maintenance of agricultural
subsidies—which can be seen to operate effectively as a trade barrier. No significant progress has been made from the
negotiations held in recent years and the future of the Doha Development Round remains uncertain.

During 2012, numerous rounds of negotiations have been held to forge a new TransPacific Partnership Agreement
(“TPP”). Countries currently participating in the TPP negotiations include Australia, Brunei, Chile, Malaysia, New
Zealand, Peru, Singapore, and Vietnam, with Mexico and Canada recently announcing their intentions to join. The U.S.
government has presented a yarn forward rule of origin; however, negotiations for market access and rules of origin for
textiles and apparel have not been completed.

The Company believes the requirements of the rules of origin and the associated duty-free cost advantages in the
regional free trade agreements, such as NAFTA and CAFTA, together with the Berry Amendment and the growing need
for quick response and inventory turns, ensures that a portion of the existing textile industry will remain based in the
America regions. The Company expects that the NAFTA and CAFTA regions will continue to increase their percentage
of the U.S. market. The Company is the largest of only a few significant producers of Compliant Yarn under these trade
agreements. As a result, one of the Company’s business strategies is to leverage its eligibility status to increase its share
of business with regional and domestic fabric producers who ship their products into these regions for further duty free
processing.

Approximately 62% of the Company’s sales are sold as Compliant Yarn under the terms of FTA’s or the Berry
Amendment.

Markets

The Company serves diverse market segments. The apparel market, which includes hosiery, represents approximately
65% of the Company’s sales. Apparel retail sales, supply chain inventory levels and strength of the regional supply base
are vital to this market segment. Generally, synthetic apparel consumed in the U.S. grows 4% per year and, over the last
four years, the Regional FTA share of supply of U.S. synthetic apparel has remained constant at 18%.

The industrial market represents approximately 17% of the Company’s sales. This market includes medical, belting,
tapes, filtration, ropes, protective fabrics, awnings, etc.

The furnishing market, which includes both contract and home furnishing, represents approximately 12% of the
Company’s sales. Furnishing sales are dependent upon the housing market, which in turn is influenced by consumer
confidence and credit availability.

The automotive upholstery market represents approximately 6% of the Company’s sales and has been less susceptible to
import penetration because of the exacting specifications and quality requirements often imposed on manufacturers of
automotive upholstery and the just-in-time delivery requirements. Effective customer service and prompt response to
customer feedback are logistically more difficult for an importer to provide. North American automotive production
during calendar year 2011 grew 11% over calendar year 2010 and an additional 22% during the first half of calendar
year 2012 compared to the prior year comparable period.

Competition
The industry in which the Company currently operates is global and highly competitive. On a global basis, the Company
competes not only as a yarn producer but also as part of a regional supply chain. For Compliant Yarns, the Company
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competes with a limited number of foreign and domestic producers of polyester and nylon yarns. For non-Compliant
Yarns, the Company competes with a certain number of foreign and domestic producers of polyester and nylon yarns,
who can meet the required customer specifications of quality, reliability and timeliness. While competitors have
traditionally focused on commodity production, they are now increasingly focused on specialty and value-added
products where the Company generates higher margins. The Company is affected by the importation of textile, apparel
and hosiery products which adversely impacts demand for polyester and nylon yarns in the Company’s markets. Several
foreign competitors in the Company’s supply chain have significant competitive advantages, including lower wages, raw
material costs, capital costs, and favorable currency exchange rates against the U.S. dollar which could make the
Company’s products, or the related supply chains, less competitive.

The major regional competitors for polyester yarns are O’Mara, Inc., and NanYa Plastics Corp. of America (“NanYa”)
in the U.S., AKRA, S.A. de C.V. in the NAFTA region, and C S Central America S.A. de C.V. (“CS Central America”)
in the CAFTA region. The Company’s major competitors in Brazil are Avanti Industria Comercio Importacao e
Exportacao Ltda., Polyenka Ltda., and other imported yarns and fibers. The major regional competitors for nylon yarns
are Sapona Manufacturing Company, Inc., and McMichael Mills, Inc. in the U.S. and Worldtex, Inc. in the ATPDEA

region.

Products

The Company manufactures polyester related products in the U.S., El Salvador and Brazil and nylon yarns in the U.S.
and Colombia for a wide range of end-uses. In addition, the Company purchases certain yarns for resale to its
customers. The Company processes and sells POY, as well as high-volume commodity, specialty, and PVA yarns,
domestically and internationally, with PVA yarms making up approximately 18%, 17%, and 15% of consolidated sales
for fiscal years 2012, 2011 and 2010, respectively.

The Company works closely with its customers to develop yarns using a research and development staff that evaluates
trends and uses the latest technology to create innovative specialty and PVA yarns reflecting current consumer
preferences. The Company also adds value to the supply chain and increases consumer demand for its products through
the development and introduction of branded yarns that provide unique sustainability, performance, comfort and
aesthetic advantages. The Company’s branded portion of its yarn portfolio continues to provide product differentiation
to brands, retailers and consumers and includes products such as:

e REPREVE®, a family of eco-friendly yarns made from recycled materials. Since its introduction in 2006,
REPREVE® has been the Company’s most successful branded product. The Company’s recycled
performance fibers are manufactured to provide certain performance and/or functional properties to various
types of fabrics and end products. REPREVE® can be found in many well-known brands and retailers
including Ford, Haggar, Life Khaki, Polartec, The North Face, Patagonia, REI, Perry Ellis, Home Depot,
Sears, Macy’s, Kohl’s, Greg Norman and Belk department stores. Recent REPREVE® press mentions
include USA Today, the Wall Street Journal and People Style Watch.

e aio® all-in-one performance yarns combine multiple performance properties into a single yarn. aio® is
being used by brands MJ Soffe and New Balance for several U.S. military apparel products.

e Sorbtek®, a permanent moisture management yarn primarily used in performance base layer applications,
compression apparel, athletic bras, sports apparel, socks and other non-apparel related items. Sorbtek® can
be found in many well-known apparel brands, including Adidas and Asics, and is also used by MJ Soffe
and New Balance for the U.S. military.

e A.M.Y. ®, a yarn with permanent antimicrobial properties for odor control. A.M.Y.® is being used by MJ
Soffe and New Balance for the U.S. military.

e Reflexx®, a family of stretch yarns that can be found in a wide array of end-use applications from home
furnishing to performance wear and from hosiery and socks to work wear and denim. Reflexx® can be
found in many products including those used by the U.S. military.

For fiscal years 2012, 2011 and 2010, the Company incurred $4,764, $4,145, and $3,591 for research and development
costs, respectively.

Customers
The Company’s Polyester segment has approximately 420 customers, its Nylon segment has approximately 170

customers, and its International segment has approximately 600 customers in a variety of geographic markets. Yarn is
manufactured based upon product specifications and shipped based upon customer order requirements. Customer
payment terms are generally consistent across the segments and are based on prevailing industry practices for the sale of
yarn domestically or internationally.



The Company’s sales are not materially dependent on a single customer or a small group of customers with no single
customer comprising greater than ten percent of consolidated net sales. The Company’s top ten customers accounted for
approximately 32% of sales for fiscal year 2012 and 36% of receivables as of June 24, 2012.

Sales and Marketing

The Company employs a sales force of approximately forty persons operating out of sales offices in the U.S., Brazil,
China, El Salvador and Colombia. The Company relies on independent sales agents for sales in several other
countries. The Company seeks to create strong customer relationships and continually seeks ways to build and
strengthen those relationships throughout the supply chain. Through frequent communications with customers,
partnering with customers in product development and engaging key downstream brands and retailers, the Company has
created significant pull-through sales and brand recognition for its products. For example, the Company works with
brands and retailers to educate and create demand for its value-added products. The Company then works with key
fabric mill partners to develop specific fabric for those brands and retailers utilizing its PVA products. Based on the
results of many commercial and branded programs, this strategy has been successful for the Company.

Suppliers and Sourcing

The primary raw material supplier for the Polyester segment is NanYa for Chip and POY. For the International segment,
Reliance Industries, Ltd (“Reliance”) is the main supplier for POY. The primary suppliers of POY to the Nylon segment
are HN Fibers, Ltd., U.N.F. Industries Ltd. (“UNF”), UNF America, LLC (“UNF America”), Invista S.a.r.l
(“INVISTA”), Universal Premier Fibers, LLC, and Nilit US (“Nilit”). Currently, there are numerous domestic suppliers
available to fulfill the Company’s sourcing requirements for its recycled products. UNF and UNF America are 50/50
joint ventures between the Company and Nilit. The Company produces and buys certain of its compliant raw material
fibers from both the U.S. and Israel. The Company produces a portion of its Chip requirements in its recycling center
and purchases the remainder of its requirements from external suppliers for use in its spinning facility. In the U.S,,
Brazil and China, the Company purchases nylon and polyester resale products from various suppliers. Although the
Company does not generally have difficulty in obtaining raw nylon POY or raw polyester POY, the Company has in the
past experienced interruptions or limitations in the supply of polyester Chip and other raw materials used to manufacture
polyester POY.

Manufacturing Processes

The Company uses advanced production processes to manufacture its high quality yarns cost effectively. The Company
believes that its flexibility and know-how in producing specialty yarns provides important development and
commercialization advantages. The Company produces polyester POY for its commodity, specialty and PVA yarns in
its polyester spinning facility located in Yadkinville, North Carolina. The POY yarns can be sold externally or further
processed internally. Additional processing of polyester products includes texturing, package dyeing, twisting and
beaming. The texturing process, which is common to both polyester and nylon, involves the use of high-speed machines
to draw, heat and false-twist the POY to produce yarn having various physical characteristics, depending on its ultimate
end-use. Texturing gives the yarn greater bulk, strength, stretch, consistent dye-ability and a softer feel, thereby making
it suitable for use in the knitting and weaving of fabric. Package dyeing allows for matching of customer specific color
requirements for yarns sold into the automotive, home furnishing and apparel markets. Twisting incorporates real twist
into the filament yarns which can be sold for such uses as sewing thread, home furnishing and apparel. Beaming places
both textured and covered yarns onto beams to be used by customers in warp knitting and weaving
applications. Additional processing of nylon products primarily includes covering which involves the wrapping or air
entangling of filament or spun yarn around a core yarn. This process enhances a fabric’s ability to stretch, recover its
original shape and resist wrinkles while maintaining a softer feel.

In 2011, the Company opened a new recycle Chip facility in Yadkinville, North Carolina increasing its investment in the
commercialization of recycled PVA products. This facility allows the Company to improve the availability of recycled

raw materials and significantly increase product capabilities and competitiveness in the growing market for
REPREVE®.

Employees

The Company employs approximately 2,600 employees. The number of employees in the Polyester segment, Nylon
segment, International segment and its corporate office are approximately 1,400, 600, 500 and 100, respectively. While
employees of the Company’s foreign operations are generally unionized, none of the domestic employees are currently
covered by collective bargaining agreements.



Backlog

The level of unfilled orders is affected by many factors including the timing of orders and the delivery time for the
specific products, as well as the customer’s ability or inability to cancel the related order. As such, the Company does
not consider the amount of unfilled orders, or backlog, to be a meaningful indicator of expected levels of future sales.

Seasonality

Generally, the Company is not significantly impacted by seasonality. Excluding the effects of fiscal years with fifty
three operating weeks, the most significant effects on the Company’s results of operations are due to the periods in
which either the Company or its customers take planned manufacturing shutdowns during traditional holiday and plant
shutdown periods.

Inflation

The Company expects rising costs to continue for the consumables that it uses to produce and ship its products, as well
as for its utilities and certain employee and medical costs. While the Company attempts to mitigate these rising costs
through its operational efficiencies and/or increased selling prices, inflation may become a factor that begins to
negatively impact the Company’s profitability.

Intellectual Property

The Company licenses certain trademarks, including Dacrone and Softec™ from INVISTA. The Company has thirty-
four U.S. registered trademarks. Due to its current brand recognition and potential growth opportunities, the Company
believes that REPREVE® is its most significant trademark. Ownership rights in trademarks do not expire if the
trademarks are continued in use and properly protected. Renewables also has a global, exclusive license to the
proprietary biomass variety, FREEDOM® Giant Miscanthus, developed by Mississippi State University.

Environmental Matters

The Company is subject to various federal, state and local environmental laws and regulations limiting the use, storage,
handling, release, discharge and disposal of a variety of hazardous substances and wastes used in or resulting from its
operations and potential remediation obligations thereunder, particularly the Federal Water Pollution Control Act, the
Clean Air Act, the Resource Conservation and Recovery Act (including provisions relating to underground storage
tanks) and the Comprehensive Environmental Response, Compensation, and Liability Act, commonly referred to as
“Superfund” or “CERCLA” and various state counterparts. The Company believes that it has obtained, and is in
compliance in all material respects with, all significant permits required to be issued by federal, state or local law in
connection with the operation of its business.

The Company’s operations are also governed by laws and regulations relating to workplace safety and worker health,
principally the Occupational Safety and Health Act and regulations thereunder which, among other things, establish
exposure standards regarding hazardous materials and noise standards, and regulate the use of hazardous chemicals in
the workplace.

The Company believes that the operation of its production facilities and the disposal of waste materials are substantially
in compliance with applicable federal, state and local laws and regulations and that there are no material ongoing or
anticipated capital expenditures associated with environmental control facilities necessary to remain in compliance with
such provisions. The Company incurs normal operating costs associated with the discharge of materials into the
environment but does not believe that these costs are material or inconsistent with other domestic competitors.

On September 30, 2004, the Company completed its acquisition of the polyester filament manufacturing assets located in
Kinston, North Carolina from INVISTA. The land for the Kinston site was leased pursuant to a 99 year ground lease
(“Ground Lease”) with E.I. DuPont de Nemours (“DuPont”). Since 1993, DuPont has been investigating and cleaning
up the Kinston site under the supervision of the U.S. Environmental Protection Agency (“EPA”) and the North Carolina
Department of Environment and Natural Resources (“DENR”) pursuant to the Resource Conservation and Recovery Act
Corrective Action program. The Corrective Action program requires DuPont to identify all potential areas of
environmental concern (“AOCs”), assess the extent of containment at the identified AOCs and clean it up to comply
with applicable regulatory standards. Effective March 20, 2008, the Company entered into a Lease Termination
Agreement associated with conveyance of certain assets at Kinston to DuPont. This agreement terminated the Ground
Lease and relieved the Company of any future responsibility for environmental remediation, other than participation
with DuPont, if so called upon, with regard to the Company’s period of operation of the Kinston site. However, the
Company continues to own a satellite service facility acquired in the INVISTA transaction that has contamination from
DuPont’s operations and is monitored by DENR. This site has been remediated by DuPont and DuPont has received
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authority from DENR to discontinue remediation, other than natural attenuation. DuPont’s duty to monitor and report to
DENR will be transferred to the Company in the future, at which time DuPont must pay the Company for seven years of
monitoring and reporting costs and the Company will assume responsibility for any future remediation and monitoring
of the site. At this time, the Company has no basis to determine if and when it will have any responsibility or obligation
with respect to the AOCs or the extent of any potential liability for the same.

Geographic Data
Geographic information for net sales is as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
U S e $ 515,522 § 502,255 $ 463,222
Brazil .....ooiiiii i 125,737 144,669 130,663
All Other FOT@IgN .......ocoooiiiiiiiiiiiiii e 63,827 65,888 28,733
TOtAl .euini $ 705,086 § 712,812 § 622,618

The geographic information for net sales is based on the operating locations from where the items were produced or
distributed. Export sales from the Company’s U.S. operations to external customers were $84,558, $82,944 and $94,255
for the fiscal years ended June 24, 2012, June 26, 2011 and June 27, 2010, respectively.

Geographic information for long-lived assets is as follows:

June 24, 2012 June 26, 2011 June 27, 2010
[ ST PO PPN $ 215910 §$ 229,170 $ 223,297
BIazZil .ottt e 19,121 27,918 22,732
Al Other FOreign .........ooveiereniiiiiiiiiiiiiinece e 7,915 6,219 5,753
i K017 OO $ 242,946 $ 263,307 $ 251,782

The geographic information for long-lived assets is comprised of property, plant and equipment, net, certain intangible
and other non-current assets.

Joint Ventures

The Company participates in joint ventures in the U.S. and in Israel. Two of the joint ventures are suppliers to the
Company’s Nylon segment. One is an on-going investment in a domestic cotton and synthetic spun yarn
manufacturer. As of June 24, 2012, the Company had $95,763 invested in these unconsolidated affiliates. For fiscal
year 2012, $19,740 of the Company’s $8,849 income before income taxes was generated from its investments in these
unconsolidated affiliates. Other information regarding the Company’s unconsolidated affiliates is provided within
Management’s Discussion and Analysis of Financial Condition and Results of Operations in ltem 7 as well as in
“Footnote 24. Investments in Unconsolidated Affiliates and Variable Interest Entities” to the Consolidated Financial
Statements included in Item 8 of this Annual Report on Form 10-K.

Available Information

The Company’s Internet address is: www.unifi.com. Copies of the Company’s reports, including annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, that the
Company files with or furnishes to the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934,
and beneficial ownership reports on Forms 3, 4, and 5, are available as soon as practicable after such material is
electronically filed with or furnished to the SEC and may be obtained without charge by accessing the Company’s web
site or by writing Mr. Ronald L. Smith at Unifi, Inc. P.O. Box 19109, Greensboro, North Carolina 27419-9109.

Item 1A. Risk Factors

In the course of conducting operations, the Company is exposed to a variety of risks that are inherent to its
business. The following discusses some of the key inherent risk factors that could affect the Company’s business and
operations, as well as other risk factors which are particularly relevant to the Company. Other factors besides those
discussed below or elsewhere in this report could also adversely affect the Company’s business and operations, and these
risk factors should not be considered a complete list of potential risks that may affect the Company. New risk factors
emerge from time to time and it is not possible for management to predict all such risk factors, nor can it assess the
impact of all such risk factors on the Company’s business or the extent to which any factor, or combination of factors,
may cause actual results to differ materially from those contained in any forward-looking statements. See “Item
7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Forward-Looking
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Statements” included elsewhere in this Annual Report on Form 10-K for further discussion of forward-looking
statements about the Company’s financial condition and results of operations.

The Company faces intense competition from a number of domestic and foreign yarn producers and importers of
textile and apparel products.

The Company competes not only against domestic and foreign yarn producers, but also against importers of foreign
sourced fabric and apparel into the U.S. and other countries in which the Company does business. The Company
anticipates that competitor expansions or new competition within these regions may lead to reduced industry utilization
rates that could result in reduced gross profit margins for the Company’s products, which may materially adversely
affect its business, financial condition, results of operations or cash flows.

The primary competitive factors in the textile industry include price, quality, product styling and differentiation,
flexibility of production and finishing, delivery time and customer service. The needs of particular customers and the
characteristics of particular products determine the relative importance of these various factors. Because the Company,
and the supply chains in which the Company operates, do not typically operate on the basis of long-term contracts with
textile and apparel customers, these competitive factors could cause the Company’s customers to rapidly shift to other
producers. A large number of the Company’s foreign competitors have significant competitive advantages, including
lower labor costs, lower raw materials, government subsidies, and favorable currency exchange rates against the U.S.
dollar. If any of these advantages increase, the Company’s products could become less competitive, and its sales and
profits may decrease as a result. In addition, while traditionally these foreign competitors have focused on commodity
production, they are now increasingly focused on value-added products, where the Company continues to generate
higher margins. The Company, and the supply chains in which the Company operates, may not be able to continue to
compete effectively with imported foreign-made textile and apparel products, which would materially adversely affect
its business, financial condition, results of operations or cash flows.

In Brazil, Petrosuape-Companhia Petroquimica de Pernambuco (‘“Petrosuape™), a subsidiary of Petrobras Petroleo
Brasileiro S.A., a public oil company controlled by the Brazilian government, is constructing a polyester manufacturing
complex located in the northeast sector of the country. Petrosuape will produce PTA, polyethylene terephthalate
(“PET”) resin, POY and textured polyester. Once fully operational, the textured polyester operations of Petrosuape will
most likely be a significant competitor as the textured polyester operations of Petrosuape are expected to have
approximately twice the capacity of the Company’s subsidiary Unifi do Brasil. Petrosuape’s textured polyester
operation started limited production in July 2010 and is expected to be in full commercial production by late 2014. Such
significant capacity expansion may negatively affect the utilization rate of the synthetic textile filament market in Brazil,
thereby negatively impacting the operating results of Unifi do Brasil.

An increase of illegal transshipments of textile and apparel goods into the U.S. could have a material adverse effect
on the Company’s business.

According to industry experts and trade associations, there has been a significant amount of illegal transshipments of
apparel products into the U.S. and such illegal transshipments continue to negatively impact the U.S. textile
market. lllegal transshipment involves circumventing duties by falsely claiming that textiles and apparel are a product of
a particular country of origin or include yam of a particular country of origin to avoid paying higher duties or to receive
benefits from regional free trade agreements, such as NAFTA and CAFTA. If illegal transshipments are not monitored
and enforcement is not effective, these shipments could have a material adverse effect on the Company’s business,
financial condition, results of operations or cash flows.

As product demand flow shifts from a region or within a region the Company could lose its cost competitiveness due
to the location of its assets.

The Company’s Polyester segment primarily manufactures its products in the U.S. and El Salvador. The Company’s
Nylon segment primarily manufactures its products in the U.S. and Colombia. The Company’s International segment
primarily manufactures its products in Brazil and has a sales office in China. As product demand flow shifts from
specific regions or within the regions in which the Company does business, it could lose its cost competitiveness due to
the location of its assets. The Company’s operations may incur higher manufacturing, transportation and/or raw material
costs in its present operating locations than it could achieve should its operations be located in these new product
demand centers. This could adversely affect the competitiveness of the Company’s operations and have a material
adverse effect on its business, financial condition, results of operations or cash flows.
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Changes in the trade regulatory environment could weaken the Company’s competitive position dramatically and
have a material adverse effect on its business, financial condition, results of operations or cash flows.

A number of sectors of the textile industry in which the Company sells its products, particularly apparel, hosiery and
home furnishings, are subject to intense foreign competition. Other sectors of the textile industry in which the Company
sells its products may in the future become subject to more intense foreign competition. There are currently a number of
trade regulations and duties in place to protect the U.S. textile industry against competition from low-priced foreign
producers, such as those in China and Vietnam. Changes in such trade regulations and duties may make the Company’s
products less attractive from a price standpoint than the goods of its competitors or the finished apparel products of a
competitor in the supply chain, which could have a material adverse effect on the Company’s business, financial
condition, results of operations, or cash flows. In addition, increased foreign capacity and imports that compete directly
with the Company’s products could have a similar effect. Furthermore, one of the Company’s key business strategies is
to expand the Company’s business within countries that are parties to free trade agreements with the U.S. Any
relaxation of duties or other trade protections with respect to countries that are not parties to those free trade agreements
could therefore decrease the importance of the trade agreements and have a material adverse effect on the Company’s
business, financial condition, results of operations or cash flows.

During 2012, the U.S. government has engaged in numerous rounds of negotiations to forge a new TransPacific
Partnership Agreement (“TPP”). Countries currently participating in the TPP negotiations include Australia, Brunei,
Chile, Malaysia, New Zealand, Peru, Singapore, and Vietnam, with Mexico and Canada recently announcing their
intention to join TPP. Immediate duty-free treatment or the lack of a yarn forward rule of origin in the final TPP could
adversely affect the U.S. textile and apparel industries and Western Hemisphere supply chains. In addition, increased
transshipments and the lack of strong customs enforcement could further reduce the cost of foreign made products in the
U.S. and result in a TPP that could adversely affect the competitiveness of the Company’s products.

The Company will require a significant amount of cash to service its indebtedness, fund capital expenditures and
strategic initiatives, and continue to execute its deleveraging strategy, and its ability to generate cash depends on
many factors beyond its control.

The Company’s principal sources of liquidity are cash flows generated from operations and borrowings under its
$150,000 senior secured credit facility (the “ABL Facility”) and a secured term loan in the initial aggregate principal
amount of $30,000 (“Term B Loan”). The ABL Facility consists of a $100,000 revolving credit facility (the “ABL
Revolver”) and a $50,000 term loan (“ABL Term Loan”). The Company’s ability to make payments on its indebtedness,
to fund planned capital expenditures and its strategic initiatives, as well as to execute its strategy to further reduce its
outstanding indebtedness, will depend on its ability to generate cash in the future. This, to a certain extent, is subject to
general economic, financial, competitive, legislative, regulatory and other factors that are beyond its control.

The business may not generate cash flows from operations, and future borrowings may not be available to the Company
in an amount sufficient to enable the Company to pay its indebtedness and to fund its other liquidity needs. If the
Company is not able to generate sufficient cash flow or borrowings, the Company may need to refinance or restructure
all or a portion of its indebtedness on or before maturity, reduce or delay strategic initiatives or the planned reduction of
its outstanding indebtedness, or seek to raise additional capital. The Company may not be able to implement one or
more of these alternatives on terms that are acceptable or at all. The terms of its existing or future debt agreements may
restrict the Company from adopting any of these alternatives. The failure to generate sufficient cash flows or to achieve
any of these alternatives could adversely affect the Company’s financial condition. For additional information regarding
the ABL Facility and Term B Loan, see “Footnote 12. Long-Term Debt” to the Consolidated Financial Statements
included in Item 8 of this Annual Report on Form 10-K.

The Company’s substantial level of indebtedness could adversely affect its financial condition or restrict its ability to
pursue certain business opportunities and take certain action.
The Company currently maintains, and plans to maintain, outstanding balances under its ABL Facility and Term B
Loan. The terms of the Company’s outstanding indebtedness impose significant operating and financial restrictions on
the Company. These restrictions could limit or prohibit, among other things, its ability to:
e incur and guarantee indebtedness or issue preferred stock;
repay subordinated indebtedness prior to its stated maturity;
pay dividends or make other distributions on or redeem or repurchase the Company’s stock;
issue certain capital stock;
make certain investments or acquisitions;
create liens;
sell certain assets or merge with or into other companies;

12



e enter into certain transactions with stockholders and affiliates; and
e restrict dividends, distributions, loans or other payments from its subsidiaries.

These restrictions, in turn, could have important consequences to the Company’s operations, including:

o the restrictions imposed on the operation of its business may hinder its ability to take advantage of strategic
opportunities to grow its business;

e the Company’s ability to obtain additional debt or equity financing for working capital, capital
expenditures, acquisitions or general corporate purposes may be impaired,;

e the Company must use a substantial portion of its cash flow from operations to pay interest on its
indebtedness, which will reduce the funds available to the Company for operations and other purposes;

e the Company’s high level of indebtedness could place the Company at a competitive disadvantage
compared to its competitors that may have proportionately less debt;

e it may be exposed to the risk of increased interest rates as certain of its borrowings, including borrowings
under its ABL Facility and Term B Loan, are at variable rates of interest;

e its cost of borrowing may increase;
its flexibility in planning for, or reacting to, changes in its business and the industry in which it operates
may be limited; and

e its high level of indebtedness makes the Company more vulnerable to economic downturns and adverse
developments in its business.

Any of the foregoing could have a material adverse effect on the Company’s business, financial condition, results of
operations, prospects and ability to satisfy its obligations under its indebtedness.

The Company’s deleveraging strategy could result in the Company maintaining balances outstanding under its ABL
Facility and decrease the Company’s excess borrowing availability, which could adversely affect the Company’s
[financial condition and prevent it from fulfilling its obligations under its debt agreements.

On an ongoing basis, the Company anticipates utilizing its liquidity to continue to reduce borrowings under its ABL
Facility and Term B Loan. The Company expects to maintain a continuous balance outstanding under the ABL Facility
and to hedge a substantial amount of the interest rate risk in order to ensure its interest savings as it executes its
deleveraging strategy.

The Company’s ABL Facility and Term B Loan require the Company to meet a minimum fixed charge coverage ratio
test if excess availability under the ABL Revolver falls below the greater of $10,000 or 15% of maximum
availability. The execution of the Company’s May 2012 debt refinancing and the continuation of its deleveraging
strategy may result in the Company maintaining reduced levels of excess availability under the ABL Facility, but the
Company does not expect that the amount of borrowing will be to an extent that the fixed charge coverage ratio test
applies. If the Company’s availability under the ABL Revolver falls below the greater of $10,000 or 15% of maximum
availability, it may not be able to maintain the required fixed charge coverage ratio. Additionally, the ABL Facility
restricts the Company’s ability to make certain distributions and investments should its borrowing capacity fall below
certain thresholds. These restrictions could limit the Company’s ability to plan for or react to market conditions or meet
its capital needs. The Company may not be granted waivers or amendments to its ABL Facility (or Term B Loan) if for
any reason the Company is unable to meet its requirements.

The breach of any of these covenants or restrictions could result in a default under the ABL Facility and Term B
Loan. An event of default under its debt agreements would permit some of its lenders to declare all amounts borrowed
from them to be due and payable. Such default may allow the creditors to accelerate the related debt and may result in
the acceleration of any other debt to which a cross-acceleration or cross-default provision applies. In addition, an event
of default under its ABL Facility or Term B Loan would permit the Company’s lenders to terminate all commitments to
extend further credit under the ABL Facility. Furthermore, if the Company was unable to repay the amounts due and
payable under its ABL Facility or Term B Loan, those lenders could proceed against the collateral granted to them to
secure that indebtedness and force the Company into bankruptcy or liquidation. In the event its lenders accelerate the
repayment of its borrowings, the Company and its guarantor subsidiaries may not have sufficient assets to repay that
indebtedness. As a result of these restrictions, the Company may be:

e limited in how it conducts its business;

e unable to raise additional debt or equity financing to operate during general economic or business

downturns; or
e unable to compete effectively or to take advantage of new business opportunities.
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The significant price volatility of many of the Company’s raw materials and rising energy costs may result in
increased production costs, which the Company may not be able to pass on to its customers, which could have a
material adverse effect on its business, financial condition, results of operations or cash flows.

A significant portion of the Company’s raw materials and energy costs are derived from petroleum-based
chemicals. The prices for petroleum and petroleum-related products and energy costs are volatile and dependent on
global supply and demand dynamics, including geo-political risks. Additionally, inflation can have a long-term impact
as increasing costs of materials, labor and other costs such as utilities and fuel may impact the Company’s ability to
maintain satisfactory margins. While the Company enters into raw material supply agreements from time to time, these
agreements typically provide index pricing based on quoted feedstock market prices. Therefore, supply agreements
provide only limited protection against price volatility. While the Company has at times in the past matched cost
increases with corresponding product price increases, the Company has not always been able to immediately raise
product prices, and, ultimately, pass on underlying cost increases to its customers. The Company has in the past lost and
expects that it may continue to .lose, customers to its competitors as a result of price increases. In addition, its
competitors may be able to obtain raw materials at a lower cost due to market regulations that favor local producers, and
certain other market regulations that favor the Company over other producers may be amended or repealed. Additional
raw material and energy cost increases as well as increases due to inflation that the Company is not able to fully pass on
to customers or the loss of a large number of customers to competitors as a result of price increases could have a material
adverse effect on its business, financial condition, results of operations or cash flows.

The Company depends upon limited sources for raw materials, and interruptions in supply could increase its costs of
production and cause its operations to suffer.

The Company depends on a limited number of third parties for certain raw material supplies, such as POY and
Chip. Although alternative sources of raw materials exist, the Company may not continue to be able to obtain adequate
supplies of such materials on acceptable terms, or at all, from other sources. The Company is dependent on NAFTA and
CAFTA qualified suppliers of POY which in the future may experience interruptions or limitations in the supply of its
raw materials, which would increase its product costs and could have a material adverse effect on its business, financial
condition, results of operations or cash flows. These POY suppliers are also at risk with their raw material supply
chains. Any disruption or curtailment in the supply of any of its raw materials could cause the Company to reduce or
cease its production in general or require the Company to increase its pricing, which could have a material adverse effect
on its business, financial condition, and results of operations or cash flows.

The Company is currently implementing various strategic business initiatives, and the success of the Company’s
business will depend on its ability to effectively develop and implement these initiatives.

The Company is currently developing and implementing various strategic business initiatives to improve the Company’s
competitive advantage and profitability and enhance shareholder value. These initiatives include the Company’s
deleveraging strategy, expanding branded PVA yarns and increasing the market penetration of REPREVE® product
offerings. The development and implementation of these initiatives requires financial and management commitments
outside of day-to-day operations. These commitments could have a significant impact on the Company’s operations and
profitability, particularly if the initiatives prove to be unsuccessful. Moreover, if the Company is unable to implement an
initiative in a timely manner, or if those initiatives turn out to be ineffective or are executed improperly, the Company’s
business, financial condition, results of operations or cash flows could be adversely affected.

Failure to modernize the Company’s facilities and fund capital expenditure requirements could have a material
adverse effect on the Company’s competitive position and net sales.

The Company’s operating results depend to a significant extent on its ability to continue to introduce innovative products
and applications and to continue to develop its production processes to be a competitive producer. Accordingly, to
maintain its competitive position and its revenue base, the Company must continually modernize its manufacturing
processes, plants and equipment. To the extent sources of funds are insufficient to meet its ongoing capital improvement
requirements, the Company would need to seek alternative sources of financing or curtail or delay capital spending
plans. The Company may not be able to obtain the necessary financing when needed or on terms acceptable to the
Company. If the Company fails to make future capital improvements necessary to continue the modernization of its
manufacturing operations and the reduction of its costs, its competitive position may suffer, and its net sales may
decline.

A decline in general economic or political conditions and changes in consumer spending could cause the Company’s
sales and profits to decline.

The Company’s products are used in the production of fabric primarily for the apparel, hosiery, home furnishing,
automotive, industrial and other similar end-use markets. Demand for furniture and durable goods, such as automobiles,
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is often affected significantly by economic conditions. Demand for a number of categories of apparel also tends to be
tied to economic cycles and customer preference. Domestic demand for textile products therefore tends to vary with the
business cycles of the U.S. economy, as well as changes in global trade flows, and economic and political conditions.

The Company has significant foreign operations and its results of operations may be adversely affected by the risks
associated with doing business in foreign locations.

The Company has operations in Brazil, China, Colombia and El Salvador and participates in a joint venture in
Israel. The Company serves customers in Canada, Mexico, Israel and various countries in Europe, Central America,
South America, Africa, and Asia. The Company’s foreign operations are subject to certain political, tax, economic and
other uncertainties not encountered by its domestic operations that can materially impact the Company’s supply chains,
or other aspects of its foreign operations. The risks of international operations include trade barriers, duties, exchange
controls, national and regional labor strikes, social and political unrest, general economic risks, required compliance with
a variety of foreign laws, including tax laws, the difficulty of enforcing agreements and collecting receivables through
foreign legal systems, taxes on distributions or deemed distributions to the Company or any of its U.S. subsidiaries,
maintenance of minimum capital requirements and import and export controls. If the Company is unable to react
favorably to any of these changing conditions, the Company’s results of operations and business could be adversely
affected.

Through its foreign operations, the Company is also exposed to currency fluctuations and exchange rate
risks. Fluctuations in foreign exchange rates will impact period-to-period comparisons of its reported
results. Additionally, the Company operates in countries with foreign exchange controls. These controls may limit its
ability to repatriate funds from its international operations and joint ventures or otherwise convert local currencies into
U.S. dollars. These limitations could adversely affect the Company’s ability to access cash from these operations.

As a result of recent legislation in Brazil, Unifi do Brasil is expected to lose some or all economic incentives related to
the purchase of imported yarn. If Unifi do Brasil is unable to make up for the loss of these incentives through increases
in its local manufacturing business, price increases and/or efficiency gains, this could have a material adverse effect on
Unifi do Brasil’s and/or the Company’s business, financial condition, results of operations or cash flows.

The success of the Company depends on the ability of its senior management team, as well as the Company’s ability
to attract and retain key personnel.

The Company’s success is highly dependent on the abilities of its management team. The management team must be
able to effectively work together to successfully conduct the Company’s current operations, as well as implement the
Company’s strategies. The Company currently does not have any employment agreements with its corporate officers
and cannot assure investors that any of these individuals will remain with the Company. The Company currently does
not have life insurance policies on any of the members of the senior management team. The failure to retain current key
managers or key members of the design, product development, manufacturing, merchandising or marketing staff, or to
hire additional qualified personnel for its operations could be detrimental to the Company’s operations and ability to
execute its strategic business initiatives.

Unforeseen or recurring operational problems at any of the Company’s facilities may cause significant lost
production, which could have a material adverse effect on its business, financial condition, results of operations or
cash flows.

The Company’s manufacturing processes could be affected by operational problems that could impair its production
capability. Disruptions at any of its facilities could be caused by maintenance outages; prolonged power failures or
reductions; a breakdown, failure or substandard performance of any of its equipment; the effect of noncompliance with
material environmental requirements or permits; disruptions in the transportation infrastructure, including railroad
tracks, bridges, tunnels or roads; fires, floods, earthquakes or other catastrophic disasters; labor difficulties; or other
operational problems. Any prolonged disruption in operations at any of its facilities could cause significant lost
production, which would have a material adverse effect on the Company’s business, financial condition, results of
operations or cash flows.

The Economic Adjustment Assistance to Users of Upland Cotton may be discontinued, which could adversely affect
the Parkdale America LLC joint venture and thereby the Company’s investment income and cash flows.

One of the Company’s joint ventures, Parkdale America, LLC (“PAL”), receives economic adjustment payments
(“EAP”) from the Commodity Credit Corporation under the Economic Assistance program to Users of Upland Cotton,
Subpart C of the 2008 Farm Bill. The economic assistance received under this program must be used to acquire,
construct, install, modernize, develop, convert or expand land, plant, buildings, equipment, or machinery directly
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attributable to the purpose of manufacturing upland cotton into eligible cotton products in the U.S. Should PAL no
longer meet the criteria to receive economic assistance under the program or should the program be discontinued, PAL’s
business could be significantly impacted.

The Company relies on accurate financial reporting information from PAL, an entity that it does not control. Errors
in PAL’s financial reporting could be material to the Company and cause it to have to restate past financial
statements.

The Company has ownership interests in PAL, which is an equity method investee that it does not control. The
Company relies on accurate financial reporting information from PAL for preparation of its quarterly and annual
financial statements. Errors in the financial reporting information received by the Company from PAL could be material
to the Company and require it to have to restate past financial statements filed with the Securities and Exchange
Commission (the “SEC”). Such restatements, if they occur could have a material adverse effect on the Company or the
market price of its securities.

The Company’s future success will depend in part on its ability to protect its intellectual property rights, and the
Company’s inability to enforce these rights could cause it to lose sales and any competitive advantage it has.

The Company’s success depends in part upon its ability to protect and preserve its rights in the trademarks and other
intellectual property it owns or licenses, including its proprietary know-how, methods and processes and intellectual
property related to its REPREVE® brand. The Company relies on the trademark, copyright and trade secret laws of the
U.S. and other countries, as well as nondisclosure and confidentiality agreements, to protect its intellectual property
rights.

However, the Company may be unable to prevent third parties, employees or contractors from using its intellectual
property without authorization, breaching any nondisclosure or confidentiality agreements with it, or independently
developing technology that is similar to the Company’s property. The use of the Company’s intellectual property by
others without authorization may reduce any competitive advantage that it has developed, cause it to lose sales or
otherwise harm its business.

The Company has made and may continue to make investments in entities that it does not control.

The Company has established joint ventures and made minority interest investments designed, among other things, to
increase its vertical integration, increase efficiencies in its raw material procurement, manufacturing processes,
marketing and distribution in the U.S. and other markets. The Company’s inability to control entities in which it invests
may affect its ability to receive distributions from those entities or to fully implement its business plan. The incurrence
of debt or entry into other agreements by an entity not under its control may result in restrictions or prohibitions on that
entity’s ability to pay dividends or make other distributions. Even where these entities are not restricted by contract or
by law from making distributions, the Company may not be able to influence the occurrence or timing of such
distributions. In addition, if any of the other investors in these entities fails to observe its commitments, that entity may
not be able to operate according to its business plan or the Company may be required to increase its level of
commitment. If any of these events were to occur, its business, results of operations, financial condition or cash flows
could be adversely affected. Because the Company does not own a majority or maintain voting control of these entities,
the Company does not have the ability to control their policies, management or affairs. The interests of persons who
control these entities or partners may differ from the Company’s, and they may cause such entities to take actions which
are not in the Company’s best interest. 1f the Company is unable to maintain its relationships with its partners in these
entities, the Company could lose its ability to operate in these areas which could have a material adverse effect on its
business, financial condition, results of operations or cash flows.

Item 1B. Unresolved Staff Comments
None.

Item 1C. Executive Officers of the Registrant
The following is a description of the name, age, position and offices held, and the period served in such position or
offices for each of the executive officers of the Company.

Chairman of the Board and Chief Executive Officer

WILLIAM L. JASPER — Age: 59 — Mr. Jasper was appointed Chairman of the Board in February 2011 and has served as
the Company’s Chief Executive Officer since September 2007. Mr. Jasper joined the Company in September 2004, was
later appointed as the General Manager of the Polyester Division, and in April 2006 was promoted to Vice President of
Sales. From September 2007 to February 2011, he was also President of the Company. Prior to joining the Company,
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he was the Director of INVISTA’s Dacron® polyester filament business. Before working at INVISTA, Mr. Jasper held
various management positions in operations, technology, sales and business for DuPont since 1980. He has been a
member of the Company’s Board of Directors (the “Board”) since September 2007 and is Chairman of the Board’s
Executive Committee.

President and Chief Operating Officer

R. ROGER BERRIER — Age: 43 — Mr. Berrier was appointed President and Chief Operating Officer in February
2011. Mr. Berrier had been the Executive Vice President of Sales, Marketing and Asian Operations of the Company
since September 2007. Mr. Berrier had been the Vice President of Commercial Operations since April 2006 and the
Commercial Operations Manager responsible for corporate product development, marketing and brand sales
management from April 2004 to April 2006. Mr. Berrier joined the Company in 1991 and has held various management
positions within operations, including international operations, machinery technology, research and development and
quality control. He has been a member of the Board since September 2007 and is a member of the Board’s Executive
Committee.

Vice Presidents
RONALD L. SMITH — Age: 44 — Mr. Smith has been Vice President and Chief Financial Officer of the Company since

October 2007. He was appointed Vice President of Finance and Treasurer in September 2007. Mr. Smith held the
position of Treasurer and had additional responsibility for Investor Relations from May 2005 to October 2007 and was
the Vice President of Finance, Unifi Kinston, LLC from September 2004 to April 2005. Mr. Smith joined the Company
in 1994 and has held positions as Controller, Chief Accounting Officer and Director of Business Development and
Corporate Strategy.

THOMAS H. CAUDLE, JR. — Age: 60 — Mr. Caudle has been the Vice President of Manufacturing since October
2006. He was the Vice President of Global Operations of the Company from April 2003 until October 2006. Mr.
Caudle had been Senior Vice President in charge of manufacturing for the Company since July 2000 and Vice President
of Manufacturing Services of the Company since January 1999. Mr. Caudle has been an employee of the Company
since 1982.

CHARLES F. MCCOY — Age: 48 — Mr. McCoy has been the Vice President, Secretary and General Counsel of the
Company since October 2000, the Corporate Compliance Officer since 2002, the Corporate Governance Officer of the
Company since 2004, and Chief Risk Officer since July 2009. Mr. McCoy has been an employee of the Company since
January 2000, when he joined the Company as Corporate Secretary and General Counsel.

Each of the executive officers was elected by the Company’s Board at the Annual Meeting of the Board held on October
26, 2011. Each executive officer was elected to serve until the next Annual Meeting of the Board or until his successor
was elected and qualified. No executive officer has a family relationship as close as first cousin with any other executive
officer or director.
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Item 2. Properties
The following table consists of a summary of principal properties owned or leased by the Company as of June 24, 2012:

Location Description

Polyester Segment Properties

Domestic

Yadkinville, NC Five plants and three warehouses "
Reidsville, NC One plant "

Mayodan, NC One warehouse

Cooleemee, NC One warehouse @

Foreign

Ciudad Arce, El Salvador One plant and two warehouses ©

Nylon Segment Properties

Domestic

Madison, NC One plant and one warehouse

Fort Payne, AL One central distribution center @

Foreign

Bogota, Colombia One plant "

International Segment Properties

Foreign

Alfenas, Brazil One plant and one warehouse ")

SaoPaulo, Brazil One corporate office @ and two sales offices @
Suzhou, China One sales office @

(1) Owned in simple fee
(2) Leased facilities
(3) Owned in simple a fee and held for sale as of June 24, 2012

In addition to the above properties, the Company owns a property located at 7201 West Friendly Avenue in Greensboro,
North Carolina, which serves as the Company’s corporate administrative office for all its segments. Such property
consists of a building containing approximately 100 square feet located on a tract of land containing approximately nine
acres.

As of June 24, 2012, the Company owned approximately 4,400 square feet of manufacturing, warehouse and office
space.

Management believes all of its operating properties are well maintained and in good condition. In fiscal year 2012, the
Company’s manufacturing plants in the Polyester, Nylon and International segments operated below
capacity. Management does not perceive any capacity constraints in the foreseeable future.

Item 3. Legal Proceedings
There are no pending legal proceedings, other than ordinary routine litigation incidental to the Company’s business, to

which the Company is a party or of which any of its property is the subject.

Item 4. Mine Safety Disclosures
Not applicable.
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PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity

Securities

The Company’s common stock is listed for trading on the New York Stock Exchange (“NYSE”) under the symbol
“UFL” The following table consists of the high and low sales prices of the Company’s common stock for the
Company’s two most recent fiscal years.

On October 27, 2010, the shareholders of the Company approved a reverse stock split of the Company’s common stock
(the “reverse stock split”) at a ratio of 1-for-3. The reverse stock split became effective November 3, 2010. All per
share prices, share amounts and computations using such amounts have been retroactively adjusted to reflect the reverse
stock split.

High Low

Fiscal year 2012:

First quarter ended September 25,2011 ... ..o $ 1474 $ 8.32
Second quarter ended December 25, 2011 .......o.oiiiiiiiiiiiii e 941 7.01
Third quarter ended March 25,2012 ........ ..ot 10.00 7.14
Fourth quarter ended June 24, 2012 ..........ccoiiiiiiiiiiiiii e 12.27 8.95
Fiscal year 2011:

First quarter ended September 26, 2010 ...........oouiiiiiiiiiiiiiriiiieiiiie e $ 1395 § 10.92
Second quarter ended December 26, 2010 ............ccoivivi i 17.21 12.69
Third quarter ended March 27,2011 ..ot e 19.87 14.85
Fourth quarter ended June 26, 2011 ...........ccooiiiiiiiiiiiiiic e, 17.93 11.60

As of August 20, 2012 there were 322 record holders of the Company’s common stock. A significant number of the
outstanding shares of common stock which are beneficially owned by individuals and entities are registered in the name
of Cede & Co. Cede & Co. is a nominee of the Depository Trust Company, a securities depository for banks and
brokerage firms. The Company estimates that there are approximately 3,800 beneficial owners of its common stock.

No dividends were paid in the past two fiscal years and the Company does not intend to pay cash dividends in the
foreseeable future. The Company’s current debt obligations contain certain restricted payment and restricted investment
provisions, including a restriction on the payment of dividends and share repurchases should its borrowing capacity fall
below certain thresholds. Information regarding the Company’s debt obligations is provided in “Footnote 12. Long-
Term Debt” to the Consolidated Financial Statements included in Item 8 of this Annual Report on Form 10-K.

Purchases of Equity Securities

Effective July 26, 2000, the Board authorized the repurchase of up to 3,333 shares of its common stock of which
approximately 1,064 shares were subsequently repurchased. The repurchase program was suspended in November 2003.
There is remaining authority for the Company to repurchase approximately 2,269 shares of its common stock under the
repurchase plan. The repurchase plan has no stated expiration or termination date.
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PERFORMANCE GRAPH - SHAREHOLDER RETURN ON COMMON STOCK

Set forth below is a line graph comparing the cumulative total shareholder return on the Company’s common stock with
(i) the New York Stock Exchange Composite Index, a broad equity market index, and (ii) a peer group selected by the
Company in good faith (the “Peer Group”), assuming in each case, the investment of $100 on June 24, 2007 and
reinvestment of dividends. Including the Company, the Peer Group consists of twelve publicly traded textile companies,
including Albany International Corp., Culp, Inc., Decorator Industries, Inc., Dixie Group, Inc., The Hallwood Group,
Inc., Hampshire Group, Limited, Interface, Inc., Joe’s Jeans Inc., JPS Industries, Inc., Lydall, Inc., and Mohawk
Industries, Inc.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Unifi, Inc., the NYSE Composite Index, and a Peer Group
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*$100 invested on 6/24/07 in stock or index, including reinvestment of dividends.
Fiscal year ending June 24.

June 24,2007 June 29, 2008  June 28,2009 June 27,2010 June 26,2011 June 24, 2012

Unifi, Inc. 100.00 90.68 50.54 144.09 144.92 143.25
NYSE Composite 100.00 100.00 70.60 82.72 99.73 97.78
Peer Group 100.00 67.50 34.43 53.81 65.90 63.28
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Item 6. Selected Financial Data

The following table presents selected historical consolidated financial data. The data should be read in conjunction with
the Company’s historical consolidated financial statements for each of the periods presented as well as “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this Annual Report on

Form 10-K.

For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010 June 28, 2009 June 29, 2008

Summary of Operations:

Net sales .oo.oevneeieniiiiiniiiiiei e, $ 705,086 $ 712,812 $ 622,618 $ 558,415 $ 719,545
Gross Profit .....o.oovenviviiriiniiiiiiiiiieeeneenns $ 54396 $ 74,652 $ 73,251 § 29,693 $ 51,739
Selling, general and administrative expenses ... $ 43482 §$ 44,659 $ 47934 § 40,309 §$ 48,729
Operating income (loss) @ ....................... $ 8,632 $ 28,692 $ 25388 $ (26,560) $ 2,416
Interest eXpense .............eeeevueevevnnrennnnn. $ 16,073 $ 19,190 $ 21,889 § 23,152 $ 26,056
Equity in earnings of unconsolidated affiliates $ (19,740) $ (24352) § (11,693) $ 3,251) $ (1,402)

Income (loss) from continuing operations

before INCOME tAXES ....oevenvnireereneininennns $ 8,849 § 32422 % 18,371 § (44,760) $ (30,326)
(Benefit) provision for income taxes ........... $ (1,979 $ 7333 §$ 7,686 $ 4,301 $ (10,949)
Income (loss) from continuing operations, net

Of taX ..ot $ 10,828 § 25,089 $ 10,685 $ (49,061) $ (19,377)
Net income (loss) attributable to Unifi, Inc. " § 11,491 $ 25,089 $ 10,685 $ (48,996) $ (16,151)

Per common share:
Net income (loss) from continuing operations
attributable to Unifi, Inc. .............coeeevnin.

Basic® . $ 057 $ 125 $ 053 $ (2.38) $ (0.96)
Diluted @ ... $ 0.56 $ 122§ 052 $ (2.38) $ (0.96)
Cash Flow Data:

Net cash provided by continuing operations... $ 43309 $ 11,880 $ 20,581 $ 16,960 $ 13,673

Depreciation and amortization expenses ....... $ 27,135 §$ 25977 §$ 27416 $ 32,473 $ 41,574

Capital expenditures ...............c.coceevnennen. $ 6,354 $ 20,539 § 13,112 $ 15259 % 12,809

Dividends received from unconsolidated

affiliates ..........ooooiiiiii $ 10,616 $ 5900 $ 3265 § 3,688 $ 4,462

Cash dividends declared per common share ... $ — 3 — 3 — 3 — 3 —

June 24, 2012 June 26, 2011 June 27, 2010 June 28, 2009 June 29, 2008

Balance Sheet Data:

Cash and cash equivalents ....................... $ 10,886 $ 27,490 $ 42691 $ 42,659 $ 20,248
Property, plant and equipment, net ............ 127,090 151,027 151,499 160,643 177,299
Total @sSEts ...vvvvvnininiiiiiiieieeneeeeaanns 482,233 537,376 504,512 476,932 591,531
Total debt .....coveviviiiiiiiiii 121,552 168,664 179,390 180,259 194,341
Shareholders’ equity ...........cooeeeiieninnn.n. 290,780 299,655 259,896 244,969 305,669
Working capital ..............ccooeiiiiinin, 166,485 212,969 174,464 175,808 186,817

(1) Amounts are net of discontinued operations and non-controlling interest for the years presented.

(2) All amounts per share have been retroactively adjusted to reflect the November 3, 2010 1-for-3 reverse stock split.

(3) Operating income (loss) for FY 2009 is inclusive of impairment charges of $18,930 primarily related to goodwill
impairment charges caused by difficult market conditions and a decline in the Company’s market capitalization.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements
The following discussion contains certain forward-looking statements about the Company’s financial condition and
results of operations.

Forward-looking statements are those that do not relate solely to historical fact. They include, but are not limited to, any
statement that may predict, forecast, indicate or imply future results, performance, achievements or events. They may
contain words such as “believe,” “anticipate,” “expect,” “estimate,” “intend,” “project,” “plan,” “will,” or words or
phrases of similar meaning. They may relate to, among other things, the risks described below:

o the competitive nature of the textile industry and the impact of worldwide competition;

e changes in the trade regulatory environment and governmental policies and legislation;

o the availability, sourcing and pricing of raw materials;

e general domestic and international economic and industry conditions in markets where the Company
competes, such as recession and other economic and political factors over which the Company has no
control;
changes in consumer spending, customer preferences, fashion trends and end-uses;
the ability to reduce production costs;
changes in currency exchange rates, interest and inflation rates;
the financial condition of the Company’s customers;
the ability to sell excess assets;
technological advancements and the continued availability of financial resources to fund capital
expenditures;
the operating performance of joint ventures and other equity investments;
the accurate financial reporting of information from equity method investees;
the impact of environmental, health and safety regulations;
the loss of a material customer(s);
the ability to protect intellectual property;
employee relations;
volatility of financial and credit markets;
the ability to service indebtedness and fund capital expenditures and strategic initiatives;
the continuity of the Company’s leadership;
availability of and access to credit on reasonable terms; and
the success of the Company’s strategic business initiatives.
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These forward-looking statements reflect the Company’s current views with respect to future events and are based on
assumptions and subject to risks and uncertainties that may cause actual results to differ materially from trends, plans or
expectations set forth in the forward-looking statements. These risks and uncertainties may include those discussed
above or in “Item 1A—Risk Factors.” New risks can emerge from time to time. It is not possible for the Company to
predict all of these risks, nor can it assess the extent to which any factor, or combination of factors, may cause actual
results to differ from those contained in forward-looking statements.

Business Overview

The Company sells its polyester and nylon products to other yarn manufacturers, knitters and weavers that produce
fabric for the apparel, hosiery, sock, home furnishing, automotive upholstery, industrial and other end-use markets. The
Company maintains one of the industry’s most comprehensive product offerings and has ten manufacturing operations in
four countries and participates in joint ventures in Israel and the United States (“U.S.”). The Company’s principal
markets are located in the U.S., Canada, Mexico, Central America, and South America. In addition, the Company has a
wholly-owned subsidiary in the People’s Republic of China (“China”) focused on the sale and promotion of the
Company’s specialty and PVA products in the Asian textile market, primarily in China as well as into Europe. The
Company has three operating segments which are also its reportable segments: the Polyester segment, the Nylon
segment and the International segment. For further information regarding our business, see “Item 1. Business” included
in this Annual Report on 10-K and for further information regarding segments, see “Footnote 28. Business Segment
Information” to the Consolidated Financial Statements included in Item 8 of this Annual Report on Form 10-K.

Deleveraging Strategy: During the June 2012 quarter, the Company successfully completed its comprehensive debt
refinancing. The refinancing allowed the Company to extend the maturity profile of its indebtedness to May 2017 and
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will generate approximately $9,000 of annual interest expense savings. In addition, the Company believes that this new
financing will provide the availability and flexibility needed to execute its strategic objectives.

Raw Materials: Polyester raw material costs for fiscal year 2012 averaged 8 to 9 cents per pound higher than fiscal year
2011. Throughout most of fiscal year 2012, and for the latter half of fiscal year 2011, polyester raw material costs
remained at their highest levels in over thirty years. In addition, Asian imported yarns have become more competitive
and continued to place pressure on the Company’s commodity business as the U.S.-Asia gap in polymer pricing
averaged 11 to 12 cents per pound in fiscal year 2012 versus the 4 to 5 cents average per pound for the prior fiscal year
period.

Inventory Destocking: The Company believes inventory in the U.S. apparel supply chain reached elevated levels during
the first quarter of the Company’s recently completed fiscal year, and producers and wholesalers reacted to the elevated
inventory levels by curtailing purchases from August to December 2011. The Company reacted by adjusting its
production below its sales levels in order to reduce its on-hand inventory units. As a result of the Company’s actions, the
production volume and per unit manufacturing costs in the Company’s Polyester and Nylon segments were negatively
impacted during the first half of fiscal 2012.

Brazil: The strengthening of the Brazilian Real during the first half of fiscal year 2012 began to negatively impact the
competitiveness of the local apparel supply chain by making imports of competing fibers, garments and apparel more
competitively priced. The return of the Real to more normalized levels during the second half of the fiscal year and the
initiatives taken by the Brazilian government to help support the domestic manufacturers have helped shift demand back
to the domestic Brazilian textile producers. Due to the long supply chain for the procurement of its raw materials, the
Company’s Brazilian business was negatively impacted by the cost of higher priced inventory flowing through the
operation in the current fiscal year. Lower sales and production volume also caused unfavorable increases in production
costs due to lower utilization rates as well as higher spending due to inflationary increases for employee costs and
power.

Strategy:While the Company continues to face a challenging operating environment caused by global competition across
the supply chain, inflation in input costs and raw materials, and potential decreased demand caused by continuing
weakness of the U.S. and global economies, the Company believes it has the appropriate strategies to succeed in such an
environment. The Company continues to focus on its key strategies: striving for continuous improvement across all
operational and business processes; enriching its product mix by growing its higher margin PVA product portfolio;
increasing sales of yarns with regional rules of origin requirements; and continuing its strategic penetration in global
growth markets, such as China, Central America and Brazil. Going forward, the Company expects to continue its
support of these strategies through investments in product and geographic growth opportunities and utilizing excess
liquidity to continue its deleveraging strategy, with the goal of reducing leverage, prepaying its Term B Loan, and
developing other strategies to enhance shareholder value.

Company Outlook: The Company expects operating profit improvements for fiscal year 2013 when compared to fiscal
year 2012 due to anticipated higher sales volume (from the lessening effect of the inventory destocking and signs of
improvement in the Company’s key markets) and gross margin improvement.

Key Performance Indicators and Non-GAAP Financial Measures
The Company continuously reviews performance indicators to measure its success. The following are the indicators
management uses to assess performance of the Company’s business:

e sales volume for the Company and for each of its reportable segments;

e  gross profits and gross margin for the Company and for each of its reportable segments;

e Eamings Before Interest, Taxes, Depreciation, and Amortization (“EBITDA”) represents net income or
loss attributable to Unifi, Inc. before net interest expense, income tax expense and depreciation and
amortization expense (excluding interest portion of amortization);

e Adjusted EBITDA Including Equity Affiliates represents EBITDA adjusted to exclude gains or losses on
extinguishment of debt, loss on previously held equity interest, non-cash compensation expense net of
distributions, and certain other adjustments. Other adjustments include items such as gains or losses on
sales or disposals of property, plant, or equipment, currency and derivative gains or losses, employee
severance, restructuring charges, startup costs, and certain other non-operating income or expense items;

e Adjusted EBITDA represents Adjusted EBITDA Including Equity Affiliates excluding the earnings of
unconsolidated affiliates. The Company may, from time to time, change the items included within Adjusted
EBITDA;
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e Segment Adjusted Profit equals segment gross profit plus segment depreciation and amortization less
segment selling, general, and administrative expenses (“SG&A”), net of segment other adjustments;

e Adjusted Working Capital (receivables plus inventory less accounts payable and certain accrued expenses)
is an indicator of the Company’s production efficiency and ability to manage its inventory and receivables;
and

e Working Capital represents current assets less current liabilities.

EBITDA, Adjusted EBITDA Including Equity Affiliates, Adjusted EBITDA, Segment Adjusted Profit and Adjusted
Working Capital are financial measurements that management uses to facilitate its analysis and understanding of the
Company’s business operations. Management believes they are useful to investors because they provide a supplemental
way to understand the underlying operating performance and debt service capacity of the Company. The calculation of
EBITDA, Adjusted EBITDA Including Equity Affiliates, Adjusted EBITDA, Segment Adjusted Profit and Adjusted
Working Capital are subjective measures based on management’s belief as to which items should be included or
excluded, in order to provide the most reasonable view of the underlying operating performance of the
business. EBITDA, Adjusted EBITDA Including Equity Affiliates, Adjusted EBITDA, Segment Adjusted Profit and
Adjusted Working Capital are not considered to be in accordance with generally accepted accounting principles (“non-
GAAP measurements”) and should not be considered a substitute for performance measures calculated in accordance
with GAAP.

Results of Operations
The following table presents a summary of Net income attributable to Unifi, Inc.:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
INEESALES ...oveeiiieiiiie ettt e $ 705,086 $ 712,812 $ 622,618
COSE OF SALES ...t 650,690 638,160 549,367
GrOSS PrOfit ....ven et 54,396 74,652 73,251
Selling, general and administrative eXpenses ..................o......... 43,482 44,659 47,934
Provision (benefit) for bad debts ...............c..coooci 211 (304) 123
Other operating expense (INCOME), NEt ...........oovrveiiiinirinnannnnnn. 2,071 1,605 (194)
Operating iNCOME ...........coeeviiiiiiiiiiiiiiiniiii e 8,632 28,692 25,388
Interest EXPEnse, NEL .........coouuiniiiiiiiiiiiire e 14,152 16,679 18,764
Equity in earnings of unconsolidated affiliates ......................... (19,740) (24,352) (11,693)
Other non-operating expense (income), Nt ............cccccieeeeeennn. 5,371 3,943 54)
Income before income taxes ............cooceevieiiiiiiniiiiiiii 8,849 32,422 18,371
(Benefit) provision for income taxes ..............cccoeviiiniiiiiiniin (1,979) 7,333 7,686
Net income including non-controlling interest .......................... 10,828 25,089 10,685
Less: net (loss) attributable to non-controlling interest ............... (663) — —
Net income attributable to Unifi, Inc. .............coooeiviiiiininin, $ 11,491 $ 25,089 $ 10,685

The reconciliations of Net income attributable to Unifi, Inc. to EBITDA, Adjusted EBITDA Including Equity Affiliates
and Adjusted EBITDA are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010

Net income attributable to Unifl, Inc. ............ocoviiiiiiciant. $ 11,491 $ 25,089 $ 10,685
(Benefit) provision for income taxes ...............ccoviiiiiiiinianns (1,979) 7,333 7,686
Interest eXpense, Net ............ciiiiiiiiiiiiiiiiiii s 14,152 16,679 18,764
Depreciation and amortization eXpense ..............ccooeueenivnnnnnn. 26,225 25,562 26,312

EBITDA . e $ 49,889 $ 74,663 $ 63,447
Loss (gain) on extinguishment of debt ............................ 3,203 3,337 (54)
Loss of previously held equity affiliate ............................ 3,656 — —
Non-cash compensation expense, net of distributions ................ 2,382 1,361 2,555
OBDET .ot 410 5,451 1,001

Adjusted EBITDA Including Equity Affiliates ................... $ 59,540 $ 84,812 $ 66,949
Equity in earnings of unconsolidated affiliates ...................... (19,740) (24,352) (11,693)

Adjusted EBITDA .....c.cooiiiiiiiiiiiiiiiiiii e $ 39,800 $ 60,460 $ 55,256




The reconciliations of Adjusted EBITDA to Segment Adjusted Profit are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Adjusted EBITDA ..o $ 39,800 $ 60,460 $ 55,256
Depreciation included in other operating expense (income), net ... 21) 0) (111)
Non-cash compensation expense, net of distributions ................ (2,382) (1,361) (2,555)
Provision (benefit) forbad debts .........................coovininnn. 211 (304) 123
Other, Nt ... e (271) (228) (168)
Segment Adjusted Profit .............ccccciiiiiiiiiiiiiiiee e $ 37,337 $ 58,547 $ 52,545

Segment Adjusted Profit by reportable segment is as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
o) (= $ 12913 § 20,660 $ 13,784
NYION .o 11,227 14,055 14,302
International ........... ..ottt 13,197 23,832 24,459
Total Segment Adjusted Profit .............ccccciviiiniiiiiiiins $ 37,337 § 58,547 $ 52,545

Segment Net Sales by reportable segment are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
POLYESIET ....ovvvieieeiiee e $ 393,981 $ 375,605 $ 308,691
INYION ¢ 163,103 163,354 165,098
International ..............ccoooiiiiiiiiiii 148,002 173,853 148,829
Consolidated net sales ..................ccceeieiiiiiiiiiiiiec $ 705,086 $ 712,812 $ 622,618

For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
POLYESIET ..o $ 19,673 $ 24746 $ 21,795
INYION Lo e 16,956 19,763 20,779
International .................... 17,767 30,143 30,677
Consolidated gross profit .............ccccoeeiviieeiiiiniiiiiiieie, $ 54396 $ 74,652 $ 73,251

Segment SG&A Expenses by reportable segment are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
POLYESIEL ..ot $ 25,668 $ 25717 $ 28,717
INYION Lo e 8,851 8,845 9,954
International ....... ..ottt 8,963 10,097 9,263
Consolidated SG&A eXPenses ...........cc.uveviviiiiiieiiiiiiieenaeannns $ 43,482 $ 44,659 $ 47,934

The reconciliations of Segment Depreciation and Amortization Expense to Consolidated Depreciation and Amortization
Expense are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010

Polyester $ 19,046 $ 18,470 $ 19,679
Nylon 3,089 3,287 3,477
International 4,011 3,786 3,045
Subtotal segment depreciation and amortization expense $ 26,146 $ 25543 $ 26,201
Depreciation and amortization included in other operating

(income) expense, net 119 19 111
Amortization included in interest expense 870 415 1,104
Consolidated depreciation and amortization expense $ 27,135 §$ 25,977 $ 27,416
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Segment Other Adjustments consists of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
POLYESET ...ttt $ (138) $ 3,161 $ 1,027
NYION Lo 33 (150) —
International ...............ooiiiiiriiii i 382 — —
Segment other adjustments ............c.cccooevriiiiiiiiiiininiiiiin, 3 277 $ 3,011 § 1,027

Review of Fiscal Year 2012 Results of Operations Compared to Fiscal Year 2011
Consolidated Overview
The components of Net income attributable to Unifi, Inc., each component as a percentage of net sales and the
percentage increase or decrease over the prior year amounts are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011
% to Net % to Net
Sales Sales % Change

Netsales ......ooooveviieiieneiiiiiieee $ 705,086 100.0 § 712,812 100.0 (1.1)
Cost 0f SAlES .....oovvveeiiiiieiiccii i 650,690 923 638,160 89.5 2.0
Gross profit .........ooeeevmiiereiiiiiiiiiinn. 54,396 7.7 74,652 10.5 (27.1)
Selling, general and administrative expenses ... 43,482 6.2 44,659 6.3 (2.6)
Provision (benefit) for bad debts ................... 211 — (304) — (169.4)
Other operating expense, net .............cc......... 2,071 0.3 1,605 0.2 29.0
Operating iNCOME ..............cooeeerrrneeeeririnnnnn 8,632 1.2 28,692 4.0 (69.9)
Interest expense, Net ...........ccooeeeieiiiiiiniin, 14,152 2.0 16,679 2.3 (15.1)
Earnings from unconsolidated affiliates ......... (19,740) (2.8) (24,352) (3.4) (18.9)
Other non-operating expense, net .................. 5,371 0.8 3,943 0.6 36.2
Income before income taxes ........................ 8,849 1.2 32,422 45 (72.7)
{Benefit) provision for income taxes .............. (1,979) 0.3) 7,333 1.0 (127.0)
Net income including non-controlling interest ... 10,828 1.5 25,089 35 (56.8)
Less: net (loss) attributable to non-controlling

1111151 3] AR PP P PP PTU PP (663) 0.1) — — —
Net income attributable to Unifi, Inc. .............. $ 11,491 1.6 $ 25,089 35 (54.2)
Consolidated Net Sales

Net sales for the fiscal year ended June 24, 2012 decreased by $7,726, or 1.1%, as compared to the prior fiscal
year. Overall, sales volume decreased by 5.9%, with sales volume decreases in each of the Company’s reportable
segments, primarily due to softness caused by inventory destocking across the U.S. apparel supply chain and reduced
demand in Brazil as a result of increased imports of competing yarn, fabric and garments becoming more competitive
alternatives. The decrease in volume was partially offset by an increase in the weighted average selling price of 4.8%
due to raw material inflation and mix enrichment.

Consolidated Gross Profit

Gross profit for the fiscal year ended June 24, 2012 decreased by $20,256, or 27.1%, as compared to the prior fiscal
year. Gross profit declines were experienced in each of the Company’s reportable segments due to record-high raw
material prices and lower sales volumes as demand decreased for most of the Company’s products due to inventory
destocking within the U.S. apparel supply chain. In order to reduce inventory levels, the Company reduced production
volumes below sales levels, which resulted in lower capacity utilization in its manufacturing facilities. The lower
production volumes resulted in higher per unit costs. In addition, the Company’s operation in Brazil was negatively
impacted by less expensive imports which created a challenging competitive environment for local production, higher
average raw material costs and higher manufacturing costs due to lower utilization rates and inflationary spending
increases.
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Polyester Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the Polyester segment are as follows:

For the Fiscal Years Ended

June 24, 2012 June 26, 2011
% to Net % to Net
Sales Sales % Change
Net sales ......oeviineiiiieeiiiieeeiecee e $ 393,981 1000 $ 375,605 100.0 4.9
Costofsales .........cooovviieiiiiiiiiiiiiiee 374,308 95.0 350,859 93.4 6.7
Gross profit ........cooeeiieieeeiiiiiieieeieieee e $ 19,673 50 $ 24,746 6.6 (20.5)

The decline in gross profit of $5,073 was primarily due to lower sales volume, higher manufacturing costs and lower
conversion margins (net sales less raw material costs) for certain products. The sales volume declines from the prior year
period of approximately 3% were driven by weak demand due to increased inventory in the U.S. apparel supply chain, a
widened U.S.-Asia raw material price gap and the decision of the Company to exit certain commodity business. In an
effort to reduce on-hand inventory levels, the segment adjusted down its production rate during the period to levels lower
than the sales rate. The lower utilization and production levels for the current period created an unfavorable impact on
the segment’s manufacturing costs per unit sold which negatively impacted gross profit. The rise in polyester raw
material costs, (an increase in the average cost per pound of approximately 12% versus the prior year period), negatively
impacted the segment’s conversion margins during the year as not all cost increases could be passed along to customers.

The Polyester segment net sales and gross profit as a percentage of total consolidated amounts were 55.9% and 36.2%
for fiscal year 2012, compared to 52.7% and 33.1% for fiscal year 2011, respectively.

Outlook for 2013

The Company anticipates volume and profitability improvements in fiscal year 2013 for the Polyester segment versus
fiscal year 2012 due to signs of recovery in key markets, the Company’s belief of an end to the inventory destocking in
the U.S. apparel supply chain, the region’s ability to maintain its market share against imports and the expectation for a
higher average conversion margin related to lower raw material costs and mix enrichment.

Nylon Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the Nylon segment are as follows:

For the Fiscal Years Ended

June 24, 2012 June 26, 2011
% to Net % to Net
Sales Sales % Change
Netsales .....oooviviiiiiiiiiie $ 163,103 100.0 $§ 163,354 100.0 0.2)
Costofsales ...........oovviieiiiiiiiiiiiie e 146,147 89.6 143,591 87.9 1.8
Gross profit ........c.cooooeeiiiiiiiiiiiii $ 16,956 104 $ 19,763 12.1 (14.2)

The decline in gross profit of $2,807 was due to lower sales volume and higher unit manufacturing costs. The sales
volume decline from the prior year period of approximately 10% was a result of lower shipments into the sock, hosiery
and knit apparel applications resulting from inventory destocking in the U.S. apparel supply chain. The lower
production and plant utilization for the period created an unfavorable change in the segment’s manufacturing costs of
approximately 4% but allowed for a reduction of on-hand inventory units.

The Nylon segment net sales and gross profit, as a percentage of total consolidated amounts, were 23.1% and 31.2% for
fiscal year 2012, compared to 22.9% and 26.5% for fiscal year 2011, respectively.

Outlook for 2013

Due to the belief that the inventory destocking within the U.S. apparel supply chain was completed in the first half of
fiscal 2012, the Company anticipates volume and profitability improvements for the Nylon segment in fiscal year 2013.
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International Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the International segment are as follows:

For the Fiscal Years Ended

June 24,2012 June 26, 2011
% to Net % to Net
Sales Sales % Change
NEtSAlEs ...ovviieeiieeeie e $ 148,002 100.0 $§ 173,853 100.0 (14.9)
Cost 0f Sales .......ovvnviniireiieiec 130,235 88.0 143,710 82.7 9.4)
GIOSS PIOFIL .o $ 17,767 120 $§ 30,143 17.3 (41.1)

For the International segment, gross profit decreased by $12,376. This decline was primarily due to lower sales volume,
lower conversion margins and higher unit manufacturing costs in Brazil as well as lower sales volume and margins in the
Company’s Chinese operation. Sales volume declines of approximately 9% and decreases in unit conversion margins in
Brazil were due to increased imports of competing yarn, fabric and garments as imports became more competitive
alternatives as a result of the appreciation of the local currency from January to August 2011 and a higher average cost
of raw materials. The approximately 10% higher unit manufacturing costs in Brazil were due to lower capacity
utilization as a result of lower production volume along with higher manufacturing costs due to inflation, salary
increases and higher power costs. Gross profit declines for the Company’s Chinese subsidiary were due to the 17%
decline in sales volume that was caused by a reduction in orders from the operation’s largest customer as well as lower
average selling margins as sales volume was weighted more heavily toward commodity goods.

The international segment net sales and gross profit as a percentage of total consolidated amounts were 21.0% and
32.6% for fiscal year 2012, compared to 24.4% and 40.4% for fiscal year 2011, respectively.

Outlook for 2013
Based on the trend of improving sales volumes for the most recently completed fiscal quarter, the Company expects that

the International segment will generate increased gross profits for fiscal year 2013 versus those generated in fiscal year
2012.

Consolidated Selling General & Administrative Expenses

SG&A expenses decreased in total and as a percentage of net sales for the current fiscal year when compared to the prior
period. The decrease of $1,177, or 2.6%, was primarily a result of decreases in fringe benefit and other employee related
costs as well as administrative costs. The reduction in fringe benefit costs was mainly related to reductions in expenses
for certain variable compensation programs of approximately $1,600. These declines were partially offset by higher
non-cash deferred compensation costs as well as increased salary costs and branding initiatives.

Outlook for 2013

Excluding the potential effects of any currency fluctuations and the amounts to be expensed under any variable
compensation programs, the Company expects the costs to be incurred for SG&A expenses for its fiscal year 2013 to
approximate the levels for fiscal year 2012.

Consolidated Provision (Benefit) for Bad Debts

The provision for bad debt expense was $211 for the fiscal year ended June 24, 2012, as compared to a benefit of $304
recorded for the fiscal year ended June 26, 2011. The change in the provision versus the prior year period is a result of
unfavorable changes in the aging of customer receivables and a higher provision for certain risk accounts.

Consolidated Other Operating Expense (Income), Net
The components of other operating expense (income), net consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011
Operating expenses for Renewables ... $ 1,633 § —
Net loss on sale or disposal 0f asSets ..............ccooeeiiiiiiiiiii 369 368
Foreign currency transaction (gains) 10SS€S ... 270 19)
Restructuring charges, NEt ...........ccoiviiiieiiioiiiii e 71 1,484
(011115 o0 17<, AT U OO OO TSRO P O P UUPIOOPPRTT PP PPN (272) (228)
Total other operating expense (INCOME), NEL ...........oviviiimrneninniiireeiiiean $ 2,071 $ 1,605




Consolidated Interest Expense, Net

Net interest expense decreased from $16,679 for the prior fiscal year to $14,152 for the current fiscal year ended June
24, 2012. This favorable decline in interest expense was due to both a lower average outstanding debt balance and a
lower weighted average interest rate. The decreased debt balances were caused by the Company’s prepayments
throughout the current year, the completion of the debt refinancing in May 2012 and the additional prepayments of its
Term B Loan obligations subsequent to the fourth quarter refinancing. The weighted average interest rate of the
Company’s debt for the current year period was 9.8% versus 11.0% for the prior year period and was favorably impacted
by lower average interest rates which resulted from the debt refinancing.

Outlook for 2013:

As a result of the Company’s recently completed debt refinancing and the continued repayments of existing debt
obligations as operating cash flows allow, the Company’s expectation is for interest expense, net to be approximately
$9,000 to $10,000 lower for its fiscal year 2013 than the amounts incurred during the current fiscal year.

Consolidated Other Non-Operating Expense, net

For the fiscal year ended June 24, 2012, Other non-operating expense consists of $3,203 in losses on extinguishment of
debt due to the refinancing and the redemption of outstanding debt obligations, the $3,656 write-down of previously held
equity interest partially offset by a gain of $1,488 from the Company’s Brazilian operation related to a refund of non-
income related taxes plus interest. For the fiscal year ended June 26, 2011, Other non-operating expense consists
primarily of $3,337 in losses from extinguishment of debt and $528 for costs associated with an unsuccessful debt

refinancing.

Consolidated Earnings from Unconsolidated Affiliates

For the fiscal year ended June 24, 2012, the Company generated $8,849 of income before income taxes of which
$19,740 was generated from its investments in unconsolidated affiliates. For the twelve months ended June 24, 2012,
earnings from the Company’s unconsolidated equity affiliates were $19,740 compared to $24,352 for the twelve months
ended June 26, 2011. During these periods, the Company’s 34% share of PAL’s earnings decreased from $22,655 to
$19,360 primarily due to lower sales volumes caused by the inventory destocking within the apparel supply chain. The
remaining decrease in the earnings of unconsolidated affiliates relates primarily to the lower operating results of UNF
and UNF America which was primarily driven by decreased sales volume and lower capacity utilization.

Consolidated Income Taxes
The components of income before income taxes consist of the following:
For the Fiscal Years Ended

June 24,2012 June 26, 2011
UNIEA SEALES ..ottt $ 3010 $ 14,737
FOT@IGN ..o e e e et 5,839 17,685
$ 8,849 § 32,422

The components of the (benefit) provision for income taxes consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011
FEAETal ......ooiiiniiii e e $ (2,276) $ 3
SEALE vttt et e ettt (3,216) —
I Se] 372 1 R PN 3,513 7,330
INCOME LAX PIOVISION ...uueiiiiiiiieiiiii e eeettiie st e e et s es s et e eesennenaneseeannneeeesoene $ (1,979) $ 7,333

The Company’s income tax provision for fiscal year 2012 resulted in an income tax benefit at an effective tax rate of
(22.4%) compared to the 22.6% effective tax rate for fiscal year 2011. The differences between the Company’s effective
tax rate and the U.S. statutory rate for the current year period were primarily due to the benefits of the reversal of a
portion of the Company’s previously recorded valuation allowance against certain of its domestic deferred tax assets and
the utilization of federal and state net operating loss carryforwards during the year, which were partially offset by the
current year repatriation of foreign earnings and the tax effect of changes in future repatriation plans.

Outlook for 2013:
Based on current forecasts and assumptions, the Company expects to fully utilize its federal net operating loss
carryforwards by the end of fiscal year 2013. Once utilized, the Company expects that its provision for income taxes
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will more closely approximate the federal statutory rate and its cash payments for taxes will increase versus the amounts
paid during the current fiscal year.

Consolidated Net Income

Net income attributable to Unifi, Inc. for fiscal year 2012 was $11,491 or $0.57 per basic share compared to net income
attributable to Unifi, Inc. of $25,089, or $1.25 per basic share, for the prior fiscal year. The Company’s decreased
profitability was primarily due to lower gross profits, lower earnings from unconsolidated affiliates and the loss on the
previously held equity interest in Renewables which were partially offset by lower SG&A expenses, lower interest costs
and income tax benefits related to the release of valuation allowance against certain domestic deferred tax assets.

Consolidated Adjusted EBITDA
Adjusted EBITDA for the fiscal year ended June 24, 2012 decreased $20,660 versus the prior fiscal year. As discussed
above, the $20,256 reduction in gross profit is the primary reason for the year over year decline in Adjusted EBITDA.

Review of Fiscal Year 2011 Results of Operations Compared to Fiscal Year 2010
Consolidated Overview
The components of net income, each component as a percentage of total net sales and the percentage increase or
decrease over the prior year amounts are as follows:
For the Fiscal Years Ended

June 26, 2011 June 27, 2010
% to Net % to Net
Sales Sales % Change
NEt SALES ....ovieveniiiie e $ 712,812 100.0 $ 622,618 100.0 14.5
Costofsales .......cooovviiemriiieiiiii 638,160 89.5 549,367 88.2 16.2
Gross profit ........cooeevvieriiiiiiiiii 74,652 10.5 73,251 11.8 1.9
Selling, general and administrative expenses ... 44,659 6.3 47,934 7.7 (6.8)
(Benefit) provision for bad debts ................... (304) — 123 — (347.2)
Other operating expense (income), net .......... 1,605 0.2 (194) — —
Operating inCOME ............cccoeviviiiniariineniinnn 28,692 4.0 25,388 4.1 13.0
Interest eXpense, Net ..............cococveeeverereanns 16,679 23 18,764 3.0 (11.1)
Eamings from unconsolidated affiliates ......... (24,352) (3.4 (11,693) (1.9) 108.3
Other non-operating expense (income), net .... 3,943 0.6 (54) — —
Income before income taxes ...............ceevvnennn 32,422 45 18,371 3.0 76.5
Provision for income taxes .............ccceeevnenenn 7,333 1.0 7,686 1.3 4.6)
Net INCOME .....ovveeiiiiieceiiiieiiiie e $ 25,08 35 § 10,685 1.7 134.8

Consolidated Net Sales

Consolidated net sales increased by $90,194, or 14.5%, for fiscal year 2011 compared to the prior year as a result of
improved sales volumes of 5.9% related to capacity expansion in El Salvador and the ongoing recovery in the global
economy. On a consolidated basis, the weighted-average selling price per pound increased by 8.6% compared to the
prior fiscal year driven by mix enrichment and the Company’s ability to pass along increasing raw material prices
experienced throughout most of the year which peaked in the fourth quarter of fiscal year 2011.

Consolidated Gross Profit

Consolidated gross profit increased by $1,401 to $74,652 for fiscal year 2011 as compared to fiscal year 2010. This
increase in gross profit was primarily attributable to higher sales volumes and improved conversion margins, partially
offset by increased manufacturing costs. Conversion margin on a per unit basis improved 0.4% as the Company
improved its mix through increased PVA sales. Total manufacturing costs increased $13,029 as a result of the higher
volumes and, on a unit basis, increased 1.5% which primarily reflected lower capacity utilization rates within the Nylon
segment and certain inflationary costs.
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Polyester Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the Polyester segment are as follows:

For the Fiscal Years Ended

June 26, 2011 June 27, 2010
% to Net % to Net
Sales Sales % Change
Netsales .....oevniiiiiiiriiieiei e $ 375,605 100.0 $ 308,691 100.0 21.7
Costofsales ........coeveeiiiieiiiiiiiinee 350,859 93.4 286,896 93.0 223
Gross profit ...........cccooeieieiiiiiiiiiiiiiie e $ 24746 66 $ 21,795 7.0 13.5

In fiscal year 2011, net sales increased by 21.7% compared to fiscal year 2010. The Company’s Polyester segment sales
volumes increased 11.8% and the weighted-average selling price increased 9.9%. Increased volumes were primarily a
result of increased demand for the segment’s products due to improvements in retail sales of apparel and increased
production levels from the CAFTA region at the expense of Asian supply chains. The Polyester segment’s new
manufacturing facility in El Salvador allowed the Company to participate in additional volume opportunities as global
sourcing continued to move to the CAFTA region from Asia. The increase in the weighted-average selling price
primarily reflected increases to recover lost conversion margin as raw material prices increased throughout most of the
fiscal year.

Gross profit for the Polyester segment increased 13.5% over fiscal year 2010. On a unit basis, gross profit improved
1.8% as compared to the prior year. The increase in gross profit was mainly attributable to increased volumes and mix
enrichment from higher PVA sales. Polyester conversion on a per unit basis remained flat against fiscal year 2010
despite higher levels of PVA sales as increases in sales prices lagged increases in raw material costs.

Total manufacturing costs increased 11.0% for fiscal year 2011 as compared to the prior year and decreased 0.7% on a
per unit basis. Manufacturing costs were primarily unfavorably impacted by higher wage and fringe benefit costs of
$3,149, packaging supplies of $2,596, utilities of $1,859, depreciation expenses of $1,228 and other fixed costs of
$1,854. The increases for employee related costs were driven primarily by an increase in the total cost per employee
(due to wage increases and rising medical costs) and an increase in the number of employees at the new locations in El
Salvador and the Company’s recycling center. The increases in packaging and utilities were due to increased
consumption from higher capacity utilization, as well as inflation negatively impacting these input costs. The other fixed
costs primarily related to certain start-up costs and losses incurred during the period in which the assets at the
Company’s new operating facility in El Salvador became available for use but prior to the achievement of a reasonable
level of production. The segment’s variable manufacturing costs decreased by approximately 2.7% on a per unit basis
due to a higher capacity utilization offsetting the spending increases. The segment’s fixed manufacturing costs per unit
increased approximately 7.0% due to the negative effects of the start-up costs and higher depreciation expenses.

The Polyester segment net sales and gross profit, as a percentage of total consolidated amounts, were 52.7% and 33.1%
for fiscal year 2011, compared to 49.6% and 29.8% for fiscal year 2010, respectively.

Nylon Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the Nylon segment are as follows:

For the Fiscal Years Ended

June 26, 2011 June 27, 2010
% to Net % to Net
Sales Sales % Change
Netsales ......ocoveiveeeiiniieii e, $ 163,354 1000 $ 165,098 100.0 (1.1)
Costofsales .........oooeeeiiiiiiiiiiiiiiee 143,591 87.9 144,319 87.4 (0.5)
Gross profit .........oevveeioierereiiiiieniienee e $ 19,763 12.1 $ 20,779 12.6 4.9)

Fiscal year 2011 Nylon segment net sales decreased 1.1% compared to fiscal year 2010. Nylon segment sales volumes
decreased by 2.2% while the weighted average selling price increased by 1.1%. The decline in nylon sales volume was
due to softening demand primarily in the hosiery and sock end-use markets during the second half of fiscal year 2011.
The increase in the average selling price was primarily a result of increases in raw material pricing partially offset by a
shift in the mix of products sold.
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Gross profit for the Nylon segment decreased 4.9% in fiscal year 2011 as compared to fiscal year 2010. Total
conversion dollars decreased $562 or 0.8% primarily as a result of lower sales volumes and the shift in
mix. Manufacturing costs increased 3.7% on a per unit basis. During fiscal year 2011, the segment experienced a
slightly lower capacity utilization rate. The lower utilization rate coupled with higher packaging, warehousing and
certain allocated manufacturing costs caused the increase in per unit cost. Efforts to decrease spending for utilities and
wages were unable to offset these increases.

The Nylon segment net sales and gross profit, as a percentage of total consolidated amounts, were 22.9% and 26.5% for
fiscal year 2011, compared to 26.5% and 28.3% for fiscal year 2010, respectively.

International Segment Gross Profit
The components of segment gross profit, each component as a percentage of net sales and the percentage increase or
decrease over the prior year amounts for the International segment are as follows:

For the Fiscal Years Ended

June 26, 2011 June 27,2010
% to Net % to Net
Sales Sales % Change
Netsales ..o $ 173,853 1000 $ 148,829 100.0 16.8
CoStOf SAlES ...vvieiriiiiiiiiee e 143,710 82.7 118,152 79.4 21.6
Gross profit ..........ooviiiiiiiiiiiii $ 30,143 173 § 30,677 20.6 1.7

International segment net sales for fiscal year 2011 increased 16.8% as compared to fiscal year 2010. International
segment sales volumes decreased 2.7% and the weighted-average selling price increased 19.5% as compared to the prior
year. Gross profit for the International segment decreased compared to the prior year and was comprised of a decline in
gross profit in Brazil partially offset by an increase in gross profit for the Company’s Chinese subsidiary.

During fiscal year 2011, on a local currency basis, the Company’s Brazilian operation experienced a 7.8% decline in its
gross profits on a per unit basis. Sales volumes decreased 9.6% over the prior fiscal year due to increased competition
from imported yarn, fabric and garments from Asia. This increased market penetration was due to the strengthening of
the Brazilian Real against the U.S. dollar and changes in Asian polyester prices over the last half of the fiscal
year. Variable manufacturing costs increased by 18.6% on a per unit basis, primarily as a result of increases in packing
materials and utilities. Fixed manufacturing costs increased 19.0% on a per unit basis, mainly due to higher depreciation
expense and increased salaries and fringe benefit costs. The increases in per unit manufacturing costs also reflect a
lower capacity utilization rate resulting from lower volumes. On a U.S. dollar basis, net sales increased 10.7% in fiscal
year 2011 compared to the prior year which included a $9,863 positive currency exchange impact. Gross profit on a
U.S. dollar basis decreased 10.3%.

The Company’s Chinese subsidiary increased its polyester net sales by approximately 60% and its sales volumes by
approximately 40% in fiscal year 2011 as compared to 2010, as the Company continued to improve its development,
sourcing, resale and servicing of PVA products in the Asian region.

The international segment net sales and gross profit, as a percentage of total consolidated amounts, were 24.4% and
40.4% for fiscal year 2011, compared to 23.9% and 41.9% for fiscal year 2010, respectively.

Consolidated Selling General & Administrative Expenses

Consolidated SG&A expenses decreased in total and as a percentage of net sales for fiscal year 2011 as compared to the
prior year. The 6.8% decrease in SG&A costs of $3,275 for fiscal year 2011 was primarily a result of a decrease of
$1,213 in fringe benefit costs, a decrease of $1,160 in non-cash deferred compensation costs, and a reduction in
depreciation and amortization expenses of $1,264. The reduction in fringe benefit costs is mainly related to reductions
in certain variable compensation programs.

Consolidated (Benefit) Provision for Bad Debts

Due to improved economic conditions, the overall health of the Company’s accounts receivable and certain risk accounts
continued to improve during fiscal year 2011. As a result, the Company recorded a $304 benefit as compared to an
expense of $123 recorded in the prior fiscal year.
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Consolidated Other Operating Expense (Income), Net
The components of Other operating expense (income), net consist of the following:
For the Fiscal Years Ended

June 26, 2011 June 27, 2010
Net loss on sale or diSposal 0f @SSEtS ............ovvivriiiniiiiiiriiiier e $ 368 $ 680
Foreign currency transaction (aiNS) ................eeuveviirnreisiiieeriieeeinereriernieeernenees (19) (145)
Restructuring charges, NBL .............c.ooiiiiiiiiiiiiii e e e e 1,484 739
Impairment of long-lived aSSets ..............cccoieiiiiiiiiiiiiiiiiii e — 100
Gain from sale of Nitrogen Credits ..............ocoiiviiiieiiiiiiie e e — (1,400)
(0311 A 1 1< AU PRSP (228) (168)
Other operating expense (INCOME), NEL ..............coceiiiniiiiniiiiiie e e e e e, $ 1,605 $ (194)

Consolidated Interest Expense, Net

Interest expense decreased from $21,889 in fiscal year 2010 to $19,190 in fiscal year 2011 primarily due to a lower
average amount of outstanding debt related to the Company’s 2014 notes. During fiscal year 2011, the Company used
excess operating cash and lower rate borrowings under its prior revolving credit facility to redeem $45,000 of its 2014
notes. The weighted average interest rate of Company debt for fiscal years 2011 and 2010 was 11.0% and 11.9%,
respectively. Interest income was $2,511 in fiscal year 2011 and $3,125 in fiscal year 2010.

Consolidated Other Non-Operating Expense (Income), net

Other non-operating expense (income), net consists of losses from extinguishment of debt of $3,337 in fiscal year 2011
and gains on extinguishments of debt of $54 in fiscal year 2010. In addition, the Company incurred charges of $606 in
fiscal year 2011 primarily for fees associated with an unsuccessful debt refinancing.

Consolidated Equity in Earnings of Unconsolidated Affiliates

Earnings from the Company’s unconsolidated equity affiliates were $24,352 in fiscal year 2011 compared to $11,693 in
fiscal year 2010. The Company’s 34% share of PAL’s earnings increased from $11,605 in fiscal year 2010 to $22,655 in
fiscal year 2011 primarily due to improved economic conditions, increased sales volumes, and the timing of the
recognition of income related to the economic assistance benefits. The remaining increase relates to the improved
performance of UNF and UNF America which was primarily driven by increased volumes and capacity utilization.

Consolidated Income Taxes
The components of income (loss) before income taxes consist of the following:
For the Fiscal Years Ended

June 26, 2011 June 27, 2010
UNIEEA STALES ....vviiiiiiiiiiiiit et e e e e et e e e e e et e et e e e e aran e $ 14,737 $ (4,399)
FOT@IGN ..ot e 17,685 22,770
$ 32422 $ 18,371

The components of the (benefit) provision for income taxes consist of the following:
For the Fiscal Years Ended

June 26, 2011 June 27,2010
Federal ... e $ 33 (43)
200 G T4 1 N 7,330 7,734
INCOME LAX PIOVISION ....\iiiitiiiisii e eiee it et e e e e eaiteebeaeteaasareeseeanaeeenaaeenaaeiaaes $ 7333 $ 7,686

The Company recognized income tax expense at an effective tax rate of 22.6% and 41.8% for fiscal years 2011 and
2010, respectively. The lower effective tax rate for 2011 compared to the statutory rate of 35% is due to the reduction in
the Company’s valuation allowance in fiscal year 2011, partially offset by taxes against repatriated foreign
earnings. During fiscal year 2011, the Company changed its indefinite reinvestment assertion related to the future
repatriation of UDB earnings and profits by $26,630.

The Company had a valuation allowance of $30,164 and $39,988 as of June 26, 2011 and June 27, 2010,
respectively. The $9,824 net decrease in fiscal year 2011 resulted primarily from a decrease in temporary tax
differences, the effects of the change in the indefinite reinvestment assertion, and a utilization of state and federal net
operating loss carryforwards.
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Consolidated Net Income

Net income for fiscal year 2011 was $25,089, or $1.25 per basic share, compared to net income of $10,685, or $0.53 per
basic share, for the prior fiscal year. The Company’s increased profitability was due primarily to higher sales volumes
over the prior fiscal year, improved operational efficiencies, decreased SG&A expenses, and increased earnings from the
Company’s unconsolidated affiliates.

Consolidated Adjusted EBITDA

Adjusted EBITDA for fiscal year 2011 increased $5,203 versus fiscal year 2010. As discussed above, consolidated
gross profit increased $1,401 while SG&A decreased $3,275. The differences between the aforementioned changes in
gross profit and SG&A expenses and the Company’s key performance Adjusted EBITDA metric are primarily related to
start-up costs, non-cash compensation charges, provision (benefit) for bad debt, other operating (income) expense items
and depreciation.

Liquidity and Capital Resources

The Company’s primary capital requirements are for service of indebtedness, debt repayment, working capital and
capital expenditures. The Company’s primary sources of capital are cash generated from operations and amounts
available under its ABL Revolver. For the fiscal year ended June 24, 2012, cash generated from operations was $43,309
and as of June 24, 2012, excess availability under the ABL Revolver was $37,122.

As of June 24, 2012, all of the Company’s long-term debt obligations were guaranteed by domestic subsidiaries while a
substantial portion of the Company’s cash and cash equivalents are attributable to foreign subsidiaries. The following
table presents a summary of the Company’s cash, liquidity, working capital and debt obligations for the U.S., Brazil and
other foreign operations as of June 24, 2012:

U.S. Brazil All Others Total
Cash and cash equivalents ...............ccc.co..ccee $ 1,078 $ 2,466 $ 7,342 $ 10,886
Borrowings available under ABL Revolver ...... 37,122 — — 37,122
Liquidity ..o.ooeiniii $ 38,200 $ 2,466 $ 7,342 $ 48,008
Working capital ..o $ 94,390 § 49,609 $ 22,486 $ 166,485
Long-term debt, including current portion ....... $ 121,552 $ — 3 — 3 121,552

As of June 24, 2012, all the cash and cash equivalents on-hand at the Company’s foreign operations were deemed to be
permanently reinvested. As of the end of fiscal year 2012, the Company has plans to repatriate approximately $20,000
of future cash flows generated from its operations in Brazil and has established a deferred tax liability of approximately
$7,000 to reflect the additional income tax that would be due as a result of these current plans. As of June 24, 2012, the
$74,783 of undistributed earnings of the Company’s foreign subsidiaries was deemed to be permanently reinvested and
any applicable U.S. federal income taxes and foreign withholding taxes have not been provided on these earnings.

Debt Obligations
As of June 24, 2012, the Company’s debt obligations consisted of the following:
June 24, 2012 June 26, 2011

NOLES PAYADIE ...t $ — § 133,722
First Amended Credit Agreement revolving credit facility ............................. — 34,600
ABL REVOLVET .o e e 51,000 —
ABL Term LOAn ..ot e e 50,000 —
TEIM B OGN .ot e e 20,515 —
Capital lease ObIIZAtION .............ouiiiiiiiiii e 37 342
TOtal dEbt ... oo e e $ 121,552 § 168,664

On May 26, 2006, the Company issued $190,000 of 11.5% senior secured notes (“2014 notes”) due May 15, 2014.
Concurrent with the issuance of the 2014 notes, the Company amended its then existing senior secured asset-based
revolving credit facility which provided for a revolving credit facility of $100,000 that was scheduled to mature on
September 9, 2015.

On May 24, 2012, the Company entered into the ABL Facility with Wells Fargo Bank, N.A. (“Wells Fargo”) and Bank
of America, N.A. The ABL Facility consists of the $100,000 ABL Revolver and the $50,000 ABL Term Loan. In
addition, the Company entered into the $30,000 Term B Loan. The purpose of the new ABL Facility and the Term B
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Loan was to refinance the Company’s existing indebtedness including the redemption of the 2014 notes and to repay and
terminate the existing revolver. The ABL Facility and the Term B Loan each have a maturity date of May 24,
2017. The Company has the ability to request that the borrowing capacity of the ABL Revolver be increased to as much
as $150,000.

The ABL Facility is secured by substantially all assets of the Company. The ABL Facility is further secured by a
second-priority lien on the Company’s membership interest in Parkdale America, LLC (“PAL”). The ABL Facility
includes representations and warranties, affirmative and negative covenants, and events of default that are usual and
customary for financings of this type. Should excess availability under the ABL Revolver fall below the greater of
$10,000 or 15% of maximum availability, a financial covenant requires the Company to maintain a fixed charge
coverage ratio on a monthly basis of at least 1.05 to 1.0. In addition, the ABL Facility contains provisions restricting
certain payments and investments, including a restriction on the payment of dividends and share repurchases. As of June
24, 2012, the Company had a fixed charge coverage ratio of 1.43 to 1.0 and was in compliance with all financial
covenants.

The Company’s ability to borrow under the ABL Revolver is limited to a borrowing base equal to specified percentages
of eligible accounts receivable and inventory and is subject to certain conditions and limitations. ABL Revolver
borrowings bear interest at the London Interbank Offer Rate (the “LIBOR Rate”) plus an applicable margin with interest
currently being paid on a monthly basis.

Under the terms of the ABL Facility, the Company is required to hedge at least $50,000 of variable interest rate exposure
so long as the outstanding principal of all indebtedness having variable interest rates exceeds $75,000. The weighted
average interest rate for the ABL Revolver as of June 24, 2012, including the effects of all interest rate swaps, was 3.4%.

The ABL Term Loan bears interest at LIBOR plus an applicable margin with interest currently being paid on a monthly
basis. The weighted average interest rate for the ABL Term Loan as of June 24, 2012, including the effects of all
interest rate swaps, was 3.3%. The ABL Term Loan will be repaid in quarterly scheduled principal installments of
$1,800 commencing on September 1, 2012 and a balloon payment of $14,000 in May 2017. Subject to certain
conditions, the ABL Term Loan may be prepaid at par, in whole or in part, at any time before the maturity date.

The Term B Loan is secured by a first-priority lien on the Company’s membership interest in PAL and a second-priority
lien on substantially all assets of the Company. The Term B Loan also contains representations and warranties,
affirmative and negative covenants and events of default comparable to those included in the ABL Facility. The Term B
Loan bears interest at LIBOR plus 7.50% (with a LIBOR floor of 1.25%) with interest payable monthly. The Term B
Loan does not amortize and prepayments are only required in certain circumstances. Subject to certain conditions, the
Company may prepay the Term B Loan at any time, in whole or in part, with a call premium of 3% during the first year,
2% during the second year, 1% during the third year and at par thereafter.

On June 8, 2012, the Company made a $6,000 optional prepayment of the Term B Loan and on June 13, 2012, the
Company made a $3,485 mandatory prepayment of the Term B Loan due to the receipt of a PAL after-tax distribution.

The following table presents the scheduled maturities of the Company’s ABL Facility and Term B Loan on a fiscal year

basis:
Expected Maturity Date on a Fiscal Year Basis

2013 2014 2015 2016 2017
ABL RevolVer ......ccouoiiieieiiieiein. $ — 3 — 3 — $ — 3 51,000
ABLTerm Loan ................................ $ 7,200 $ 7,200 $ 7200 $ 7,200 $ 21,200
Term B Loan ..........coooviiiiiiiiiinn. $ — 3 — $ — 3 — 3 20,515

The table above does not take into consideration any optional or mandatory prepayments with respect to distributions
from the Company’s equity affiliates.

On June 25, 2012, the Company provided notice that it would make a $4,515 optional prepayment of the Term B
Loan. This prepayment was subsequently completed on July 2, 2012.

Further discussion of the terms and conditions of the Company’s existing indebtedness is outlined in “Footnote 12.
Long-Term Debt” to the Consolidated Financial Statements included in Item 8 of this Annual Report on Form 10-K.
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Working Capital
The following table presents a summary of the components of the Company’s Adjusted Working Capital and the
reconciliation from Adjusted Working Capital to Working Capital:

June 24, 2012 June 26, 2011 June 27, 2010

Receivables, Net ...........coooviiiiiiiiiiiii $ 99,236 § 99,815 $ 91,053
INVEIOTIES ...oevvvveeeiiee e et e e e e e e et e e e e e e e 112,750 134,883 111,007
Accounts payable ...........oooociiiiiii (48,541) (42,842) (40,662)
Accrued expenses ... (14,004) (15,595) (19,343)

Adjusted Working Capital ............ccoooeeiii 149,441 176,261 142,055
CaSh ..o 10,886 27,490 42,691
Other CUITENE ASSELS ....vuvnieieiiee it eee et e e e e eaeenenenees 15,125 11,881 7,979
Accrued INETESt .........oiiiiee e (398) (1,900) (2,429)
Other current liabilities .............oooieieiiiii (8,569) (763) (15,832)

Working Capital ..........ooovoiiiiiiiiiiii i $ 166,485 $§ 212,969 $ 174,464

(1) Excludes accrued interest

Working capital decreased from $212,969 as of June 26, 2011 to $166,485 as of June 24, 2012. This decrease includes a
$17,896 currency effect related to the weakening of the Brazilian Real to the U.S. dollar, of which $4,172 relates to the
effect of currency rate changes on cash and cash equivalents. The decrease in Adjusted Working Capital was primarily
attributable to decreased inventories and increased accounts payable. The reductions in inventories were predominantly
driven by the 7% decline for on-hand units and increased inventory turnover. The change in accounts payable is
attributable to the success of the Company’s working capital management programs. The change in receivables consists
primarily of decreases in the Company’s foreign affiliate receivables due to lower sales volumes and currency translation
losses.

Outlook for 2013:
Before considering fluctuations in raw material cost or currency fluctuations, the Company expects no significant
changes to Adjusted Working Capital.

Capital Expenditures

In addition to its normal working capital requirements, the Company requires cash to fund capital expenditures. During
fiscal year 2012, the Company spent $6,354 on capital expenditures compared to $20,539 in the prior year which
included a large capital project related to the vertical integration of the Company’s Repreve supply chain. The Company
estimates its fiscal year 2013 capital expenditures will be approximately $10,000 to $12,000, which is inclusive of
approximately $8,000 of maintenance capital expenditures, with the remainder representing capital expenditures focused
primarily on improving the Company’s flexibility and capabilities to produce PVA products. The Company may incur
additional capital expenditures as it pursues new opportunities to expand its production capabilities or to further
streamline its manufacturing processes.

Repayments of Debt Obligations

Other than the scheduled maturities and mandatory prepayments of debt required under its existing debt obligations, the
Company may, from time to time, elect to repay additional amounts borrowed under the ABL Facility or Term B
Loan. Such repayment of debt may come from the operating cash flows of the business or other sources and will depend
upon the Company’s strategy, prevailing market conditions, liquidity requirements, contractual restrictions and other
factors, and the amounts involved may be material. The Company expects to maintain a balance outstanding under its
ABL Facility and hedge a substantial amount of the interest rate risk in order to ensure the predictability of cash
payments for interest. As a result of the Company’s completion of its debt refinancing in May 2012 and the ongoing
execution of its deleveraging strategy, the Company expects to continue to reduce the annual fixed carrying cost of its
debt.

Liquidity Summary

Historically, the Company has met its working capital, capital expenditures and service of indebtedness requirements
from its cash flows from operations. For fiscal year 2012, cash generated from operations was sufficient to cover the
Company’s working capital needs, capital expenditures and service of indebtedness. For each of the previous three
years, before considering the earnings from the Company’s unconsolidated equity affiliates, the Company has reported
losses in the U.S. from continuing operations while reporting income for its foreign subsidiaries. The Company
currently believes that its existing cash balances, cash generated by operations, together with its available credit capacity,
will enable the Company to comply with the terms of its indebtedness and meet the foreseeable liquidity
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requirements. Domestically, the Company’s cash balances, cash generated by operations and borrowings available
under the ABL Revolver continue to be sufficient to fund its domestic operating activities and cash commitments for its
investing and financing activities. For its foreign operations, the Company’s existing cash balances and cash generated
by operations should provide the needed liquidity to fund its foreign operating activities and any foreign investing
activities, such as future capital expenditures.

Cash Provided by Operating Activities
Net cash provided by operating activities consists of the following;:
For the Fiscal Years Ended

June 24,2012 June 26, 2011 June 27, 2010
Cash receipts:
Receipts from CUStOMETS ..............covvnieiiiiieiieiee e $ 700,379 % 701,487 $ 605,143
Dividends from unconsolidated affiliates ..............cccoccevvnennenn. 10,616 5,900 3,265
Other TECEIPLS .. oovvniiiieieiee e e e e 3,733 3,939 4,591
Cash payments:
Payments to suppliers and other operating cost ...................... 541,298 556,519 460,131
Payments for salaries, wages, and benefits ........................... 109,444 114,364 101,218
Payments for restructuring and severance ............................ — 1,785 1,823
Payments for interest ...............ccooiiiiiiiiiiiiiii e 16,689 19,292 20,696
Payments fOr taXes .........cceuviriiiiiiiiiiiiiini e 3,988 7,486 8,550
$ 43,309 $ 11,880 § 20,581

Fiscal Year 2012 compared to Fiscal Year 2011

Cash received from customers declined primarily as a result of decreased volumes; consolidated volumes decreased
5.9% while weighted average selling prices increased 4.8% due to higher material costs. The Company received
increased cash dividends from its unconsolidated affiliates primarily due to the improved cash from operations for these
entities as a result of declines in their invested working capital dollars. Other receipts include interest income and other
miscellaneous items. Payments to suppliers decreased as a result of decreased production volumes and the Company’s
inventory reduction efforts and working capital management programs. Salary, wage and benefit payments declined
versus the prior fiscal year primarily due to decreased domestic wage and fringe benefit costs as a result of lower
production volumes partially offset by increased salary costs. Interest payments decreased $2,603 as a result of
reductions in both outstanding indebtedness and lower average interest rates. Taxes paid by the Company decreased
from $7,486 to $3,988 primarily due to the lower profitability of the Company’s Brazilian operation.

Fiscal Year 2011 compared to Fiscal Year 2010

Cash received from customers increased 15.9% as a result of increased volumes and selling prices. Consolidated
volumes increased 5.9% while weighted average selling prices increased 8.6%. Payments to suppliers increased 20.9%
also as a result of increased volumes and rising raw material costs. Salary, wage and benefit payments increased 13.0%
due to increased fringe benefit costs related to the timing of bonus payments and retirement plan matching funds. In
addition, the Company had 200 additional wage level employees versus the prior year, primarily related to the
completion of UCA and the Repreve recycling center. Interest payments decreased $1,404 as a result of a $45,000
principal reduction of the Company’s 2014 notes of which $30,000 was financed at a lower rate through borrowings
under the Company’s prior revolving credit facility. Restructuring and severance payments decreased 2.1% as the
Company completed its reorganization of machinery involving certain of its polyester facilities and made its final
payments on its previously accrued severance commitment. Taxes paid by the Company decreased from $8,550 to
$7,486 primarily as a result of a decrease in tax liabilities related to the Company’s Brazilian subsidiary. The Company
received increased cash dividends as a result of the improved earnings of PAL, UNF and UNF America. Other cash
receipts decreased in fiscal year 2011 primarily due to the one time sale of $1,400 of nitrogen credits during fiscal year
2010 and currency exchange gains. Other receipts include miscellaneous items, currency exchange and interest income.

Cash Used in Investing Activities and Financing Activities
The Company utilized $6,858 for net investing activities and utilized $49,834 in net financing activities during fiscal
year 2012. The Company spent $6,354 on capital expenditures and reduced its overall long-term debt by $47,112. In
addition, the Company refinanced its debt at a cost of $3,127.

The Company utilized $17,396 for net investing activities and utilized $14,029 in net financing activities during fiscal
year 2011. In addition to the $20,539 cash spent to fund capital expenditures the Company reduced its total long-term
debt by $10,726 at a premium cost of $2,587. The Company also refinanced its prior revolving credit facility at a cost of
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$825. The primary offset to these expenditures was proceeds of $3,241 from the return of split dollar life insurance
premiums.

Contractual Obligations
The Company’s significant long-term obligations as of June 24, 2012 consist of the following:
Cash Payments Due By Period

Less Than 1 More than
Description of Commitment Total Year 1-3 years 3-5 years 5 years
Long-term debt ..........cccomvvireeeeriiniie $ 121,515 § 7200 $ 14400 $ 99915 $ —
Capital lease obligation ....................... 37 37 — — —
Other long-term obligations ) .............. 3917 600 716 72 2,529
Subtotal ..o 125,469 7,837 15,116 99,987 2,529
Lettersof credit ..............cooviiieniinn 2,175 2,175 — — —
Interest on long-term debt and other
obligations ..........c...ccceiiiiinin 20,945 4,836 8,562 7,547 —
Operating 1€ases .............ccccoeeeriniinnn.n. 5,451 1,433 2,375 1,329 314
Purchase obligations @ ..................... 39,791 15,289 21,021 3,481 —
Total cash payments by period .......... $ 193831 § 31,570 $ 47,074 § 112,344 § 2,843

(1) Other long-term obligations include other noncurrent liabilities for certain retirement and tax obligations.
(2) Purchase obligations primarily consist of utility, software, and other service agreements.

For the purposes of this table, purchase obligations are defined as agreements that are enforceable and legally binding
and that specify all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum or variable
price provisions; and the approximate timing of the transaction.

As of June 24, 2012, the Company’s open purchase orders totaled approximately $47,858 and are expected to be settled
in fiscal year 2013. These open purchase orders are in the ordinary course of business for the procurement of (i) selected
finished goods for resale sourced from third-party suppliers, (i) raw materials used in production, and (iii) certain
consumables and outsourced services used in the Company’s manufacturing processes.

Contingencies

Environmental

On September 30, 2004, the Company completed its acquisition of the polyester filament manufacturing assets located in
Kinston, North Carolina from INVISTA. The land for the Kinston site was leased pursuant to a 99 year ground lease
(“Ground Lease”) with E.I. DuPont de Nemours (“DuPont”). Since 1993, DuPont has been investigating and cleaning
up the Kinston site under the supervision of the U.S. Environmental Protection Agency and the North Carolina
Department of Environment and Natural Resources (“DENR”) pursuant to the Resource Conservation and Recovery Act
Corrective Action program. The Corrective Action program requires DuPont to identify all potential areas of
environmental concern (“AOCs”), assess the extent of containment at the identified AOCs and clean it up to comply
with applicable regulatory standards. Effective March 20, 2008, the Company entered into a Lease Termination
Agreement associated with conveyance of certain assets at Kinston to DuPont. This agreement terminated the Ground
Lease and relieved the Company of any future responsibility for environmental remediation, other than participation
with DuPont, if so called upon, with regard to the Company’s period of operation of the Kinston site. However, the
Company continues to own a satellite service facility acquired in the INVISTA transaction that has contamination from
DuPont’s operations and is monitored by DENR. This site has been remediated by DuPont and DuPont has received
authority from DENR to discontinue remediation, other than natural attenuation. DuPont’s duty to monitor and report to
DENR will be transferred to the Company in the future, at which time DuPont must pay the Company for seven years of
monitoring and reporting costs and the Company will assume responsibility for any future remediation and monitoring
of the site. At this time, the Company has no basis to determine if and when it will have any responsibility or obligation
with respect to the AOCs or the extent of any potential liability for the same.
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Recent Accounting Pronouncements
There have been no newly issued or newly applicable accounting pronouncements that have, or are expected to have, a
significant impact on the Company's financial statements.

Off Balance Sheet Arrangements
The Company is not a party to any off-balance sheet arrangements that have, or are reasonably likely to have, a current
or future material effect on the Company’s financial condition, results of operations, liquidity or capital expenditures.

Critical Accounting Policies

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. The SEC has defined
a company’s most critical accounting policies as those involving accounting estimates that require management to make
assumptions about matters that are highly uncertain at the time and where different reasonable estimates or changes in
the accounting estimate from quarter to quarter could materially impact the presentation of the financial statements. The
following discussion provides further information about accounting policies critical to the Company and should be read
in conjunction with “Footnote 2. Summary of Significant Accounting Policies” to the Consolidated Financial Statements
included in Item 8 of this Annual Report on Form 10-K.

Receivables Reserves. An allowance for losses is provided for known and potential losses arising from yarn quality
claims and for amounts owed by customers. Reserves for yarn quality claims are based on historical claim experience
and known pending claims. The collectability of accounts receivable is based on a combination of factors including the
aging of accounts, historical write off experience, present economic conditions such as customer bankruptcy filings and
the financial health of specific customers and market sectors. Since losses depend to a large degree on future economic
conditions, and the health of the textile industry, a significant level of judgment is required to arrive at the allowance for
uncollectible accounts which is established based on percentages applied to accounts aged for certain periods of time,
supplemented by specific reserves for certain customer accounts where collection is no longer certain. Establishing
reserves for yarn claims and uncollectible accounts requires management judgment and estimates. The Company does
not believe there is a reasonable likelihood that there will be a material change in the estimates and assumptions it uses
to assess allowance for losses. Certain unexpected events such as a customer bankruptcy filing could have a material
impact on the Company’s results of operations. The Company has not made any material changes to the methodology
used in establishing its accounts receivable loss reserves during the past three fiscal years. A plus or minus 10% change
in its aged accounts receivable reserve percentages would not have been material to the Company’s financial statements
for the past three years.

Inventory Reserves. Inventory reserves are established based on percentage markdowns applied to items aged for certain
time periods. Specific reserves are established based on a determination of the obsolescence of the inventory and
whether the inventory value exceeds amounts to be recovered through expected sales prices, less selling
costs. Estimating sales prices, establishing markdown percentages and evaluating the condition of the inventories
require judgments and estimates, which may impact the ending inventory valuation and gross margins. The Company
uses current and historical knowledge to record reasonable estimates of its markdown percentages and expected sales
prices. The Company believes it is unlikely that differences in actual demand or selling prices from those projected by
management would have a material impact on the Company’s financial condition or results of operations. The Company
has not made any material changes to the methodology used in establishing its inventory loss reserves during the past
three fiscal years. A plus or minus 10% change in its aged inventory markdown percentages would not have been
material to the Company’s financial statements for the past three years.

Impairment of Long-Lived Assets. Long-lived assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. For assets held for sale, an impairment charge
is recognized if the carrying value of the assets exceeds the fair value less costs to sell. Estimates are required to
determine the fair value, the disposal costs and the time period to dispose of the assets. Such estimates are critical in
determining whether any impairment charge should be recorded and the amount of such charge if an impairment loss is
deemed to be necessary. For assets held and used, impairment may occur if projected undiscounted cash flows are not
adequate to cover the carrying value of the assets. In such cases, additional analysis is conducted to determine the
amount of loss to be recognized. The impairment loss is determined as the amount the carrying value of the asset or
asset group exceeds the estimated fair value, measured by future discounted cash flows. The analysis requires estimates
of the amount and timing of projected cash flows and, where applicable, judgments associated with, among other factors,
the appropriate discount rate. Such estimates are critical in determining whether any impairment charge should be
recorded and the amount of such charge if an impairment loss is deemed to be necessary. The Company’s judgment
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regarding the existence of circumstances that indicate the potential impairment of an asset’s carrying value is based on
several factors including, but not limited to, changes in business environment, a decline in operating cash flows or a
decision to close a manufacturing facility. The variability of these factors depends on a number of conditions, including
uncertainty about future events and general economic conditions.

Impairment of Investment in Unconsolidated Affiliates. The Company evaluates its investments in unconsolidated
affiliates whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. The
Company evaluates the ability of an affiliate to sustain sufficient earnings and cash flows to justify its carrying
value. Reductions in an affiliate’s cash flows that are other than temporary and indicative of a loss of investment value
are assessed for impairment purposes. For the fiscal year ended June 24, 2012, the Company determined there were no
“other-than-temporary” impairments related to the carrying value of its investments.

Valuation Allowance for Deferred Tax Assets. The Company currently has a valuation allowance against certain of its
net deferred tax assets in the U.S. and foreign subsidiaries due to negative evidence concerning the realization of those
deferred tax assets. In assessing the realization of deferred tax assets, management considers whether it is more likely
than not that some portion or all of the deferred tax assets will be realized. The ultimate realization of deferred tax assets
is dependent upon the generation of future taxable income during the periods in which those temporary differences
reverse. Management considers the scheduled reversal of taxable temporary differences, taxable income in carryback
periods, projected future taxable income and tax planning strategies in making this assessment. The Company reviews
its estimates of future taxable income on a quarterly basis to assess if the need for a valuation allowance exists. The
Company continually evaluates both positive and negative evidence to determine whether and when the valuation
allowance, or a portion thereof, should be released. A release of the valuation allowance could have a material effect on
earnings in the period of release. The valuation allowance as of June 24, 2012 was $13,911.

Management and the Board’s Audit Committee discussed the development, selection and disclosure of all of the critical
accounting estimates described above.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Company is exposed to market risks associated with changes in interest rates, fluctuation in currency exchange rates
and raw material and commodity risks which may adversely affect its financial position, results of operations and cash
flows. The Company does not enter into derivative financial instruments for trading purposes nor is it a party to any
leveraged financial instruments.

Interest Rate Risk: The Company is exposed to interest rate risk through its borrowing activities. The Company has
borrowings under its ABL Revolver, an ABL Term Loan and a Term B Loan, which all have variable rates of
interest. The Company hedges a significant portion of its interest rate variability on its ABL Revolver and ABL Term
Loan using interest rate swaps. As of June 24, 2012, $85,000 of the Company’s $121,552 of debt obligations are hedged
through interest rate swaps with the $20,515 outstanding under the Term B Loan subject to a LIBOR floor of
1.25%. After giving effect to these arrangements, the Company’s sensitivity analysis shows that a 50-basis point
increase in the LIBOR rate as of June 24, 2012 would result in an increase of $80 in annual cash interest expense.

Currency Exchange Rate Risk: The Company conducts its business in various foreign countries and in various foreign
currencies. Each of the Company’s operations may enter into transactions (sales, purchases, or fixed purchase
commitments, etc.) that are denominated in currencies other than the operation’s functional currency and subject the
Company to foreign currency exchange risk. The Company may enter into forward currency contracts to hedge this
exposure. For sales transactions such as these, the Company typically hedges 50% to 75% of the sales value of these
orders by using forward currency contracts. The maturity dates of the forward contracts are intended to match the
anticipated collection dates of the receivables and as of June 24, 2012, the latest maturity date was in July 2012. The
Company may also enter into forward currency contracts to hedge its exposure for certain equipment or inventory
purchase commitments. As of June 24, 2012, the Company does not have a significant amount of exposure related to
forward currency contracts.

As of June 24, 2012, the Company’s subsidiaries outside the U.S., whose functional currency is other than the U.S.
dollar, held approximately 18.8% of consolidated total assets. The Company does not enter into foreign currency
derivatives to hedge its net investment in its foreign operations. As of June 24, 2012, $9,808 of the Company’s cash and
cash equivalents were held outside the U.S., of which approximately $2,984 were held in U.S. dollar equivalents.
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More information regarding the Company’s derivative financial instruments as of year-end is provided in “Footnote 20.
Derivative Financial Instruments” to the Consolidated Financial Statements included in Item 8 of this Annual Report on
Form 10-K.

Raw Material and Commodity Risks: A significant portion of the Company’s raw materials and energy costs are derived
from petroleum-based chemicals. The prices for petroleum and petroleum-related products and energy costs are volatile
and dependent on global supply and demand dynamics, including certain geo-political risks. The Company does not use
financial instruments to hedge its exposure to changes in these costs. The costs of the primary raw materials that the
Company uses throughout all of its operations are generally traded on U.S. dollar pricing and are purchased at market or
at fixed prices that are established with individual vendors as part of the purchase process for quantities expected to be
consumed in the ordinary course of business.

Other Risks: The Company is also exposed to political risk, including changing laws and regulations governing
international trade such as quotas, tariffs and tax laws. The degree of impact and the frequency of these events cannot be
predicted.

Market Capitalization versus Book Value: As of the end of fiscal year 2012, the Company’s book value was $14.47 per
share. During fiscal year 2012, the Company’s shares of common stock traded at a high of $14.74 and at a low of $7.01
per share. Due to the disparity between the share values, the Company periodically considers the recoverability of its
assets and does not believe any of its assets to be impaired at this time.

Item 8. Financial Statements and Supplementary Data
The Company’s financial statements required by this item are included on pages F-1 through F-41 of this Annual Report
on Form 10-K. See Item 15(a) (1) for a listing of financial statements provided.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
None.

Item 9A. Controls and Procedures

(a) Evaluation of disclosure controls and procedures. As of June 24, 2012, an evaluation of the effectiveness of the
Company's disclosure controls and procedures (as defined in Rule 13a-15(¢) and 15d-15(e) promulgated under the
Securities Exchange Act of 1934, as amended (the "Exchange Act")) was performed under the supervision and with the
participation of the Company's management, including the Chief Executive Officer and Chief Financial Officer. Based
on that evaluation, the Company's Chief Executive Officer and Chief Financial Officer have concluded that the
Company's disclosure controls and procedures are effective to ensure that information required to be disclosed by the
Company in its reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the Securities and Exchange Commission rules and forms, and that information
required to be disclosed by the Company in the reports the Company files or submits under the Exchange Act is
accumulated and communicated to the Company's management, including its Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

(b) Management's annual report on internal control over financial reporting. Management of the Company is
responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rule 13a-
15(f) and 15d-15(f) promulgated under the Exchange Act). The Company's internal control over financial reporting is a
process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. The Company's
internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors of the Company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the Company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
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Management, under the supervision and with the participation of the Chief Executive Officer and the Chief Financial
Officer, assessed the effectiveness of the Company's internal control over financial reporting as of June 24, 2012, based
on the framework set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in
Internal Control-Integrated Framework. Based on that assessment, management concluded that, as of June 24, 2012, the
Company's internal control over financial reporting is effective based on the criteria established in Internal Control-
Integrated Framework.

(c) Attestation report of the registered public accounting firm. The effectiveness of the Company's internal control over
financial reporting as of June 24, 2012 has been audited by KPMG LLP, an independent registered public accounting
firm. Their report, which appears in “Item 8. Financial Statements and Supplementary Data” included herein, expresses

an unqualified opinion on the effectiveness of the Company's internal control over financial reporting as of June 24,
2012.

(d) Changes in internal control over financial reporting. During the Company's fourth quarter of fiscal year 2012, there
has been no change in the Company's internal controls over financial reporting that has materially affected, or is
reasonably likely to materially affect, the Company's internal controls over financial reporting.

Item 9B. Other Information
None.

PART 111

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this item with respect to executive officers is set forth above in Part I under “Item 1C.
Executive Officers of the Registrant.” The other information required by this item will be set forth in the Company’s
definitive proxy statement for its 2012 Annual Meeting of Shareholders to be filed within 120 days after June 24, 2012
(the “Proxy Statement™) under the headings “Proposal 1: Election of Directors,” “Nominees for Election as Directors,”
“Section 16(a) Beneficial Ownership Reporting Compliance,” “Committees of the Board of Directors,” and “Corporate
Governance Matters—Audit Committee Financial Experts,” and is incorporated herein by reference.

The information required by this item with respect to the Audit Committee will be set forth in the Proxy Statement under
the headings “Committees of the Board of Directors” and “Corporate Governance Matters — Audit Committee Financial
Expert” and is incorporated herein by reference.

Code of Business Conduct and Ethics; Ethical Business Conduct Policy Statement

The Company has adopted a written Code of Business Conduct and Ethics applicable to members of the Board of
Directors and Executive Officers, including the Chief Executive Officer, the Chief Financial Officer and the Chief
Accounting Officer (the “Code of Business Conduct and Ethics”). The Company has also adopted the Ethical Business
Conduct Policy Statement (the “Policy Statement™) that applies to all employees. The Code of Business Conduct and
Ethics and the Policy Statement are available on the Company’s website at www.unifi.com, under the “Investor
Relations” section and print copies are available without charge to any shareholder that requests a copy by contacting
Mr. Charles McCoy at Unifi, Inc., P.O. Box 19109, Greensboro, North Carolina 27419-9109. Any amendments to or
waivers of the Code of Business Conduct and Ethics applicable to the Company’s Chief Executive Officer, Chief
Financial Officer or Chief Accounting Officer will be disclosed on the Company’s website promptly following the date
of such amendment or waiver.

Item 11. Executive Compensation

The information required by this item will be set forth in the Proxy Statement under the headings “Executive
Compensation,” “Directors’ Compensation,” “Compensation Committee Interlocks and Insider Participation in
Compensation Decisions,” “Compensation Committee Report,” and “Compensation Discussion and Analysis” and is
incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
The following table presents information as of June 24, 2012 regarding the number of shares of common stock that may
be issued under the Company’s equity compensation plans:
Number of securities
remaining available for
Number of shares to  Weighted-average future issuance under

be issued upon exercise price of equity compensation
exercise of outstanding plans (excluding
outstanding options,  options, warrants securities reflected in
Plan category warrants and rights and rights column (a))
(@ (b) ©

Equity compensation plans approved by shareholders...... 1,718 $ 7.43 1,101
Equity compensation plans not approved by shareholders.. — — —
Total. ..o 1,718 §$ 7.43 1,101

On October 29, 2008, the shareholders of the Company approved the 2008 Unifi, Inc. Long-Term Incentive Plan (“2008
LTIP”). The 2008 LTIP authorized the issuance of up to 2,000 shares of common stock pursuant to the grant or exercise
of stock options, including incentive stock options, non-qualified stock options and restricted stock, but not more than
1,000 shares may be issued as restricted stock. During fiscal year 2012, 127 stock options and 113 restricted stock units
were issued. Any option or restricted stock that is forfeited or canceled may be reissued under the terms of the plan and
is included in the number of securities remaining available for future issuance in column (c) in the above table.

All per share prices, share amounts and computations using such amounts have been retroactively adjusted to reflect the
November 3, 2010 1-for-3 reverse stock split.

The Company will provide other information that is responsive to this Item 12 in its Proxy Statement under the headings
“Information Relating to Principal Security Holders” and “Beneficial Ownership of Common Stock by Directors and
Executive Officers.” That information is incorporated in this Item 12 by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item will be set forth in the Proxy Statement under the headings “Transactions with
Related Persons, Promoters and Certain Control Persons,” and “Corporate Governance Matters — Director
Independence” and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information required by this item will be set forth in the Proxy Statement under the heading “Proposal 3:
Ratification of the Independent Registered Accounting Firm — Audit Fees” and “- Audit Committee Pre-Approval
Policies and Procedures” and is incorporated herein by reference.
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Item 15.

(2)

Exhibit
Number

3.1(i)(a)

3.1(i)(b)

3.1 (i)(c)

3.1 (1)

4.1

4.2
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4.4
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PART IV
Exhibits and Financial Statement Schedules

1. Financial Statements
The financial statements and schedules listed in the accompanying Index to Consolidated Financial Statements
on page F-1 are filed as part of this Report.

2. Financial Statement Schedules

Parkdale America, LLC (“PAL”) Financial Statements as of December 30, 2012 and December 31, 2011 and
for the Years Ended December 30, 2012, December 31, 2011, and January 1, 2011.

PAL is an unconsolidated joint venture in which the Company holds a 34% equity ownership interest. PAL’s
current fiscal year end is December 30, 2012, which is more than 90 days after the Company’s fiscal year end
date of June 24, 2012. Accordingly, pursuant to Rule 3-09(b)(2) of Regulation S-X under the Securities
Exchange Act of 1934, as amended, the Company will file the required financial statements and related notes of
PAL via an amendment to this Annual Report on Form 10-K on or before March 29, 2013.

3. Exhibits

Description

Restated Certificate of Incorporation of Unifi, Inc., as amended (incorporated by reference to Exhibit 3a
to the Company’s Annual Report on Form 10-K for the fiscal year ended June 27, 2004 (Reg. No. 001-
10542) filed on September 17, 2004).

Certificate of Change to the Certificate of Incorporation of Unifi, Inc. (incorporated by reference to
Exhibit 3.1 to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated July 25, 2006).

Certificate of Amendment to Restated Certificate of Incorporation of Unifi, Inc. (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K (Reg No. 001-10542) dated
November 3, 2010).

Restated By-laws of Unifi, Inc. (incorporated by reference to Exhibit 3.1 to the Company’s Current
Report on Form 8-K (Reg. No. 001-10542) dated December 20, 2007).

Registration Rights Agreement dated January 1, 2007 between Unifi, Inc. and Dillon Yarn Corporation
(incorporated by reference from Exhibit 7.1 to the Company’s Schedule 13D dated January 2, 2007).

Credit Agreement, by and among Wells Fargo Bank, N.A., as administrative agent, sole lead arranger,
and sole book runner, the lenders that are parties thereto, as the lenders, and Unifi, Inc. and certain of its
domestic subsidiaries, as borrowers, dated as of May 24, 2012 (incorporated by reference to Exhibit 4.1
to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Guaranty and Security Agreement, dated as of May 24, 2012, among the Grantors from time to time
party thereto and Wells Fargo Bank, N.A., as administrative agent (incorporated by reference to Exhibit
4.2 to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Trademark Security Agreement, dated as of May 24, 2012, among the Grantors from time to time party
thereto and Wells Fargo Bank, N.A., as agent (incorporated by reference to Exhibit 4.3 to the
Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Patent Security Agreement, dated as of May 24, 2012, among the Grantors from time to time party

thereto and Wells Fargo Bank, N.A., as agent (incorporated by reference to Exhibit 4.4 to the
Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).
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Exhibit
Number

4.6

4.7

4.8

4.9

4.10

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

Description

Intercreditor Agreement, dated as of May 24, 2012, by and between Wells Fargo Bank, N.A., in its
capacity as agent, and Wilmington Trust, National Association, as administrative agent, as
acknowledged by Unifi, Inc., Unifi Manufacturing, Inc., Unifi Sales & Distribution, Inc., Spanco
International, Inc., and Unifi Equipment Leasing, LLC (incorporated by reference to Exhibit 4.5 to the
Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Credit Agreement, by and among Wilmington Trust, National Association, as administrative agent, the
lenders that are party thereto, as the lenders, and Unifi, Inc. and certain of its domestic subsidiaries, as
borrowers, dated as of May 24, 2012.

Guaranty and Security Agreement, dated as of May 24, 2012, among the Grantors from time to time
party thereto and Wilmington Trust, National Association, as administrative agent (incorporated by
reference to Exhibit 4.7 to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated
May 24, 2012).

Trademark Security Agreement, dated as of May 24, 2012, among the Grantors from time to time party
thereto and Wilmington Trust, National Association, as agent (incorporated by reference to Exhibit 4.8
to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Patent Security Agreement, dated as of May 24, 2012, among the Grantors from time to time party
thereto and Wilmington Trust, National Association, as agent (incorporated by reference to Exhibit 4.9
to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

*1999 Unifi, Inc. Long-Term Incentive Plan (incorporated by reference from Exhibit 99.1 to the
Company’s Registration Statement on Form S-8 (Reg. No. 333-43158) filed on August 7, 2000).

*Form of Option Agreement for Incentive Stock Options granted under the 1999 Unifi, Inc. Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-
K (Reg. No. 001-10542) dated July 25, 2006).

*Unifi, Inc. Supplemental Key Employee Retirement Plan, effective July 26, 2006 (incorporated by
reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated
July 25, 2006).

*Change of Control Agreement between Unifi, Inc. and Thomas H. Caudle, Jr., effective August 14,
2009 (incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K (Reg.
No. 001-10542) dated August 14, 2009).

*Change of Control Agreement between Unifi, Inc. and Charles F, McCoy, effective August 14, 2009
(incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K (Reg. No.
001-10542) dated August 14, 2009).

*Change of Control Agreement between Unifi, Inc. and Ronald L. Smith, effective August 14, 2009
(incorporated by reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K (Reg. No.
001-10542) dated August 14, 2009).

*Change of Control Agreement between Unifi, Inc. and R. Roger Berrier, Jr., effective August 14, 2009
(incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K (Reg. No.
001-10542) dated August 14, 2009).

*Change of Control Agreement between Unifi, Inc. and William L. Jasper, effective August 14, 2009
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (Reg. No.
001-10542) dated August 14, 2009).
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Exhibit
Number

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

Description

Sales and Services Agreement dated January 1, 2007 between Unifi, Inc. and Dillon Yarn Corporation
(incorporated by reference to Exhibit 99.1 to the Company’s Registration Statement on Form S-3 (Reg.
No. 333-140580) filed on February 9, 2007).

First Amendment to Sales and Service Agreement dated January 1, 2007 between Unifi Manufacturing,
Inc. and Dillon Yarn Corporation (incorporated by reference to Exhibit 99.2 to the Company’s Current
Report on Form 8-K (Reg. No. 333-140580) filed on December 3, 2008).

*2008 Unifi, Inc. Long-Term Incentive Plan (incorporated by reference to Exhibit 99.1 to the
Company’s Registration Statement on Form S-8 (Reg. No. 333-140590) filed on December 12, 2008).

*Form of Option Agreement for Incentive Stock Options granted under the 2008 Unifi, Inc. Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.3 to the Company’s quarterly report on Form
10-Q for the quarterly period ended December 28, 2008 (Reg. No. 001-10542) filed on February 6,
2009).

*Amendment to the Unifi, Inc. Supplemental Key Employee Retirement Plan (incorporated by
reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (Reg. No. 001-10542) filed on
December 31, 2008).

Yarn Purchase Agreement between Unifi Manufacturing, Inc. and Hanesbrands, Inc. effective
November 6, 2009 (incorporated by reference from Exhibit 32.2 to the Company’s current report on
Form 8-K (Reg. No. 001-10542) dated November 6, 2009) (portions of the exhibit have been redacted
and filed separately with the Securities and Exchange Commission pursuant to a confidential treatment
request).

Second Amendment to Sales and Service Agreement between Unifi, Inc. and Dillon Yarn Corporation,
effective January 1, 2010 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report
on Form 8-K (Reg. No. 001-10542) dated December 11, 2009).

*Form of Restricted Stock Unit Agreement for restricted stock units granted under the 2008 Unifi, Inc.
Long-Term Incentive Plan (incorporated by reference to Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended December 26, 2010 (Reg. No. 001-10542) filed on
February 4, 2011).

*Unifi, Inc. Director Deferred Compensation Plan, dated as of December 14, 2010 (incorporated by
reference to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarterly period
ended December 26, 2010 (Reg. No. 001-10542) filed on February 4, 2011).

Third Amendment to Sales and Service Agreement, executed on December 20, 2010, by Unifi
Manufacturing, Inc. and Dillon Yarn Corporation (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K (Reg No. 001-10542) dated December 20, 2010).

*Form of Restricted Stock Unit Agreement for Employees for restricted stock units granted under the
2008 Unifi, Inc. Long-Term Incentive Plan (incorporated by reference to Exhibit 10.1 to the
Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 25, 2011 (Reg
No. 001-10542) filed on November 4, 2011).

Fourth Amendment to Sales and Service Agreement, executed on December 19, 2011, by and between
Unifi Manufacturing, Inc. and Dillon Yarn Corporation (incorporated by reference to Exhibit 10.1 to
the Company’s Current Report on Form 8-K (Reg No. 001-10542) dated December 19, 2011).

* Amendment No. 1 to the Change in Control Agreement for William L. Jasper effective December 31,
2011 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (Reg.
No. 001-10542) dated January 3, 2012).
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Exhibit
Number

10.22

10.23

10.24

10.25

10.26

14.1

142

21.1

23.1

23.2

31.1

31.2

32.1

32.2

101

Description

* Amendment No. 1 to the Change in Control Agreement for R. Roger Berrier, Jr., effective December
31, 2011 (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K
(Reg. No. 001-10542) dated January 3, 2012).

* Amendment No. 1 to the Change in Control Agreement for Thomas H. Caudle, Jr. effective December
31, 2011 (incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K
(Reg. No. 001-10542) dated January 3, 2012).

* Amendment No. 1 to the Change in Control Agreement for Charles F. McCoy effective December 31,
2011 (incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K (Reg.
No. 001-10542) dated January 3, 2012).

* Amendment No. | to the Change in Control Agreement for Ronald L. Smith effective December 31,
2011 (incorporated by reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K (Reg.
No. 001-10542) dated January 3, 2012).

Deposit Account Control Agreement, dated as of May 24, 2012, among Unifi Manufacturing, Inc.,
Wells Fargo Bank, N.A., and Bank of America, N.A. (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K (Reg. No. 001-10542) dated May 24, 2012).

Unifi, Inc. Ethical Business Conduct Policy Statement as amended July 22, 2004, filed as Exhibit (14a)
with the Company's Annual Report on Form 10-K for the fiscal year ended June 27, 2004 (Reg. No.
001-10542), which is incorporated herein by reference.

Unifi, Inc. Code of Business Conduct & Ethics adopted on July 22, 2004, filed as Exhibit (14b) with the
Company's Annual Report on Form 10-K for the fiscal year ended June 27, 2004 (Reg. No. 001-10542),
which is incorporated herein by reference.

List of Subsidiaries.

Consent of Emst & Young LLP, Independent Registered Public Accounting Firm.

Consent of KPMG LLP, Independent Registered Public Accounting Firm.

Chief Executive Officer’s certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Chief Financial Officer’s certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Chief Executive Officer’s certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Chief Financial Officer’s certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

The following materials from Unifi, Inc.’s Annual Report on Form 10-K for the annual period ended
June 24, 2012, formatted in eXtensbile Business Reporting Language (“XBRL”): (i) the Consolidated
Balance Sheets, (ii) the Consolidated Statements of Income, (iii) the Consolidated Statements of

Comprehensive (Loss) Income, (iv) the Consolidated Statements in Shareholders’ Equity, (v) the
Consolidated Statements of Cash Flows, and (vi) the Notes to the Consolidated Financial Statements.

*NOTE: These Exhibits are management contracts or compensatory plans or arrangements required to be filed as an
exhibit to this Form 10-K pursuant to Item 15(b) of this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Unifi, Inc.

Date: August 30, 2012 By:/s/ WILLIAM L. JASPER
William L. Jasper

Chairman of the Board and
Chief Executive Olfficer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated:

Signature Title Date
/s/ WILLIAM L. JASPER Chairman of the Board and Chief Executive Officer August 30, 2012
William L. Jasper and Director (Principal Executive Officer)
/s/ RONALD L. SMITH Vice President and Chief Financial Officer August 30, 2012
Ronald L. Smith (Principal Financial Officer)
/s/ JAMES M. OTTERBERG Chief Accounting Officer August 30, 2012
James M. Otterberg (Principal Accounting Officer)
/s/ R. ROGER BERRIER, JR. President and Chief Operating Officer August 30, 2012
R. Roger Berrier, Jr. and Director
/s/ WILLIAM J. ARMFIELD, 1V Director August 30, 2012
William J. Armfield, IV
/s/ ARCHIBALD COX, JR. Director August 30, 2012
Archibald Cox, Jr.
/s/ KENNETH G. LANGONE Director August 30, 2012
Kenneth G. Langone
/s/ GEORGE R. PERKINS, JR. Director August 30, 2012
George R. Perkins, Jr.
/s/ SUZANNE M. PRESENT Director August 30,2012
Suzanne M. Present
/s/ WILLIAM M. SAMS Director August 30, 2012
William M. Sams
/s/ G. ALFRED WEBSTER Director August 30, 2012
G. Alfred Webster
/s/ MITCHEL WEINBERGER Director August 30, 2012
Mitchel Weinberger
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Consolidated Financial Statements:
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Consolidated Balance Sheets as of June 24, 2012 and June 26, 2011
Consolidated Statements of Income for the fiscal years ended June 24, 2012, June 26, 2011 and June 27, 2010

Consolidated Statements of Comprehensive (Loss) Income for the fiscal years ended June 24, 2012, June 26,
2011 and June 27, 2010

Consolidated Statements of Shareholders’ Equity for the fiscal years ended June 24, 2012, June 26, 2011 and
June 27, 2010

Consolidated Statements of Cash Flows for the fiscal years ended June 24, 2012, June 26, 2011 and June 27,
2010

Notes to Consolidated Financial Statements
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Unifi, Inc.:

We have audited the accompanying consolidated balance sheets of Unifi, Inc. and subsidiaries as of June 24, 2012 and
June 26, 2011, and the related consolidated statements of income, comprehensive (loss) income, shareholders’ equity,
and cash flows for each of the years in the two-year period ended June 24, 2012. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Unifi, Inc. and subsidiaries as of June 24, 2012 and June 26, 2011, and the results of their operations
and their cash flows for each of the years in the two-year period ended June 24, 2012, in conformity with U.S. generally
accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Unifi Inc. and subsidiaries’ internal control over financial reporting as of June 24, 2012, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO), and our report dated August 30, 2012 expressed an unqualified opinion on the
effectiveness of the Company’s internal control over financial reporting.

/s/ KPMG LLP

Greensboro, North Carolina
August 30, 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Unifi, Inc.:

We have audited Unifi, Inc. and subsidiaries’ internal control over financial reporting as of June 24, 2012, based on
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). Unifi, Inc.’s management is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included
in the accompanying Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility is
to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit
also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, Unifi, Inc. and subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of June 24, 2012, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Unifi, Inc. and subsidiaries as of June 24, 2012 and June 26, 2011, and the
related consolidated statements of income, comprehensive (loss) income, shareholders’ equity, and cash flows for each
of the years in the two-year period ended June 24, 2012, and our report dated August 30, 2012 expressed an unqualified
opinion on those consolidated financial statements.

/s/ KPMG LLP

Greensboro, North Carolina
August 30, 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Unifi, Inc.

We have audited the accompanying consolidated statements of income, comprehensive (loss) income, shareholders'
equity, and cash flows for the year ended June 27, 2010. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated results
of operations and cash flows of Unifi, Inc. for the year ended June 27, 2010, in conformity with U.S. generally accepted
accounting principles.

/s/ Ernst & Young LLP

Greensboro, North Carolina
September 10, 2010

F-4



CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share and per share amounts)

June 24, 2012 June 26, 2011
ASSETS
Cash and cash eqUIVAIENES ...........oouiiiiiiiiiiii e $ 10,886 $ 27,490
RECEIVADIES, NEL ... euetiiiei ittt e e e e et et 99,236 99,815
J AT 11105 (= IO 112,750 134,883
Income taxes reCeivable .........oiviiniiiiii i e 596 578
Deferred INCOME tAXES ...uvineiint ittt ettt e a et enreereaneenns 7,807 5,712
OFhEr CUITENT ASSELS . vnutiiee ittt et e e et ettt e e et aae e e areeaaeeraeaaaneanas 6,722 5,591
TOtal CUITENE ASSELS ... nntiin ettt et et e e e et ettt et etteeareeaneennaanns 237,997 274,069
Property, plant and equipment, NEt .............cooieuiuiiiiiirinirieniiee e 127,090 151,027
Deferred INCOME taXES ....ouiiiiiiii i ittt ci e ae e e e e e aaaaeeenens 1,290 —
Intangible assets, MEt .........o.oiiiiiii i 9,771 11,612
Investments in unconsolidated affiliates ............ooiiiiiiiiiiiiii i, 95,763 91,258
Other NON-CUITENT ASSELS .....uuineeeei ettt et ee et eet et ieenaeaneeneennenneee 10,322 9,410
TOLA] BSSELS . .vuvtteeient et et ee ettt et ettt e et e e e et $ 482,233 $ 537,376
LIABILITIES AND SHAREHOLDERS’ EQUITY
Accounts PAYADIE .......oeii e $ 48,541 $ 42,842
ACCIUEA XPEIISES ..uvenrntintitententene ettt ee et tet et eae s e tetetaat et eneneenaenennenns 14,402 17,495
Income taxes Payable ..........ouiniiiitinii i 1,332 421
Current portion of long-term debt ..............ooiiiiiiiiiiiiii 7,237 342
Total current Habilities ........coviviiiiiiiiiii i e e 71,512 61,100
Long-term debt ........oonii e 114,315 168,322
Other long-term liabilities .............. OO PN 4,832 4,007
Deferred INCOMIE tAXES ... .vvinett ittt ittt et et e e ettt eee e eareanaeanas 794 4,292
Total Habilities .......ouetie ittt et et e et e e aanenens 191,453 237,721
Commitments and CONtINZENCIES ........co.iuiuitiniiiiiiat ettt eaaaaaeneeenns
Common stock, $0.10 par (500,000,000 shares authorized, 20,090,094 and
20,080,253 shares outstanding) ...........c.coeveiiiiiiiiiiiiiiii i 2,009 2,008
Capital inexcess of par value ... 34,723 32,599
Retained €armings ..........oiiiiiiniiiiiiii e 252,763 241,272
Accumulated other comprehensive inCome ..............cocveiiiiiiiiiiiiiiiiiiiin 28 23,776
Total Unifi, Inc. shareholders’ equity ..........c..ccooeiiiiiiiiiiiiiiniiiie 289,523 299,655
NON-cONtrolling INLETESE ......euueinint ittt e e e 1,257 —
Total shareholders’ equity ...........oueuiiiiiiiiii e, 290,780 299,655
Total liabilities and shareholders’ equity .............cocoviiiiiiiiiiiiiiiiiieianen $ 482,233 $ 537,376

See accompanying notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF INCOME
(amounts in thousands, except per share amounts)

For the Fiscal Years Ended

June 24,2012 June 26, 2011 June 27,2010

NELSALES ...vviveeireeeieeeteeete ettt st ses e s s s $ 705,086 $ 712,812 $ 622,618
COSt OF SALES ...evvivieerecricreceeee et etr et e e s e saeene e s e resesaae 650,690 638,160 549,367

GIOSS PIOfIt c.veeeevererieieieeteeeeeei et 54,396 74,652 73,251
Selling, general and administrative eXpenses ..........ccocevevereeennnnns 43,482 44,659 47,934
Provision (benefit) for bad debts ..........cccccovvvieviniiiniiinis 211 (304) 123
Other operating expense (income), NEL .........ovvvrvveriiieniniiiinnieiienins 2,071 1,605 (194)

Operating iNCOME ........cceuerueerenmercriiiiieitiiseer ettt eneereens 8,632 28,692 25,388
INtErest INCOME .....ccueerereeereceeeceiieneeeece et e e s (1,921) (2,511 (3,125)
INLEreSt EXPEMSE ...covveereneieeiiiiciii ittt 16,073 19,190 21,889
Loss (gain) on extinguishment of debt ..............cccocvvni 3,203 3,337 (54)
Equity in earnings of unconsolidated affiliates .............c..cccoiiies (19,740) (24,352) (11,693)
Other non-operating eXpense, NEt ...........c.ccoeevivervirierenesereeensenens 2,168 606 o
Income before iNCOME LAXES .....coveeeicvieeeririeeeieeeeseeeeesinreesenrnnneeas 8,849 32,422 18,371
(Benefit) provision for inCOME taAXES .........ccccevrrvirevervnrarinninsisienienn (1,979) 7,333 7,686
Net income including non-controlling interest ............ccvvueveinences $ 10,828 $ 25,089 $ 10,685
Less: net (loss) attributable to non-controlling interest .................. (663) — —

Net income attributable to Unifi, InC. ........ccoovvevvvveiieeieeccieen e, $ 11,491 $ 25,089 $ 10,685
Net income attributable to Unifi, Inc. per common share: .............
BASIC vonetieieieieeeeeteet ettt ettt b et anrasseneas $ 057 $ 125 § 0.53
DIIUEEA ettt er e $ 056 $ 122 $ 0.52

See accompanying notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(amounts in thousands)
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Net income including non-controlling interest ..........cc.ccceeveeeernenne. $ 10,828 $ 25,089 § 10,685
Other comprehensive (10Ss) INCOME: ........cccvevvereerienereseeniernerennes
Foreign currency translation adjustments ...........c.cceceeveeveeruerneninn (22,813) 14,702 7,113
Loss on cash flow hedges ..........c.coooiviiiiiiiiiiiiiiin . (1,174) (1,054) —
Other comprehensive (loss) income before income taxes .............. (23,987) 13,648 7,113
Income tax benefit provided on cash flow hedges ............c..c.c...... 239 s —
Other comprehensive (10ss) INCOME, NEL .......ccoevvereevrerinrencenereennes (23,748) 13,648 7,113
Comprehensive (loss) income including non-controlling interest .. $ (12,920) $ 38,737 $ 17,798
Less: comprehensive (loss) attributable to non-controlling
INEETESE .oevveveeeieeieeeeener et et eie et e e e s sesa e e emeeeneeabeee seesaeesace (663) — —
Comprehensive (loss) income attributable to Unifi, Inc. ............... $ (12,257) $ 38,737 $ 17,798

See accompanying notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(amounts in thousands)

Accumulated Total
Capital in Other Unifi, Inc. Non- Total
Common  Excessof Retained Comprehensive Shareholders’ controlling Shareholders’
Shares Stock Par Value Earnings Income Equity Interest Equity

Balance Junc 28, 2009.......... 20,685 $ 2,069 $ 34387 $ 205498 §$ 3,015 § 244969 $ — § 244,969
Purchase of stock................... (628) (63) (4,932) — — (4,995) — (4,995)
Share-based compensation ... — — 2,124 — — 2,124 — 2,124
Other comprehensive income — — — — 7,113 7,113 — 7,113
Net iNCOMC.....c.cueernerccecnnnns — — -— 10,685 — 10,685 10,685
Balance Junc 27, 2010.......... 20,057 $ 2,006 $ 31,579 $ 216,183 § 10,128 $ 259,896 $ $ 259,896
Purchase of stock — — m — — 1) (1)
Options cxcrcised 19 2 144 — — 146 146
Share-bascd compensation ... — — 875 — — 875 - 875
Stock option tax benefit........ — — 2 — — 2 — 2
Conversion of restricted

stock units................... 4 — -— — — — - —
Other comprehensive income . - — — — 13,648 13,648 — 13,648
Net income.......covcvvccecnnnnnns — — 25,089 — 25,089 — 25,089
Balance Junc 26, 2011 .......... 20,080 $ 2,008 $ 32,599 $ 241272 § 23,776 $ 299,655 $ — 3 299,655
Options exercised ..o 10 1 70 — — 71 — 71
Sharc-based compensation ... — — 2,054 — — 2,054 — 2,054
Other comprehensive loss,

net of tax — — -— — (23,748) (23,748) — (23,748)
Acquisition, COSt.........cennn — — — — — — 1,000 1,000
Contributions from non-

controlling interest.......... — — — — — — 920 920
Net income (loss)....... — — — 11,491 — 11,491 (663) 10,828
Balance Junc 24, 2012.......... 20,000 $§ 2,009 $§ 34723 $ 252,763 § 28 § 289,523 $ 1,257 $ 290,780

All share amounts and computations using such amounts have been retroactively adjusted to reflect the November
3, 2010 1-for-3 reverse stock split.

See accompanying notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in thousands)

For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
Cash and cash equivalents at beginning of year............ccccceevevevennne $ 27,490 $ 42,691 $ 42,659
OPErating ACHVILIES: .........c.oeeeeeeveeeieeeieeeeeeseesessensesessaessease s
Net income including non-controlling interest..............ccceeeeiennnnen. 10,828 25,089 10,685
Adjustments to reconcile net income including non-controlling
interest to net cash provided by operating activities:...................
Equity in earnings of unconsolidated affiliates..............cccccoeevuenennee. (19,740) (24,352) (11,693)
Dividends received from unconsolidated affiliates......................... 10,616 5,900 3,265
Depreciation and amortization Xpense .............cocevevveeereeveesreevaerens 27,135 25,977 27,416
Loss on extinguishment of debt ...........cccovveeeviienienicceeie e, 3,203 3,337 (54)
Loss on previously held equity interest..........occeevvrrevrevierenrerernrnenes 3,656 — —
Non-cash compensation €Xpense, Net.........cecvecerruereeseenuerierenneennees 2,382 1,394 2,555
Deferred iNCOME tAXES .....ccoveieureererierieeriieieeeieeereeeeeesaeeeseseeesnsenes (6,933) 327 (652)
OBRET ..ottt ettt ettt e 523 569 993
Changes in assets and liabilities, excluding effects of foreign
currency adjustments:..........cccooiiiiioiienine e
Receivables, Net........cc.ecvevrieriieiiieeereeeecreeeceeesreeree e ereenns (4,496) (5,877) (11,682)
INVENLOTIES.....veeveriireererieieeerineeeteere st ensenesaesseeneereseas 13,140 (19,269) (19,221)
Other current assets and income taxes receivable ................ (1,650) 977 (407)
Accounts payable and accrued expenses............ccceervrenenenne 3,698 (2,803) 19,569
Income taxes payable.........ccccocveeeririernennenieeeeeeaeaes 947 611 (193)
Net cash provided by operating activities..............ccoeevenne 43,309 11,880 20,581
IRVESHING ACHIVITIES. ..ot
Capital expenditures...........cocceievieirieririeiesteee et e (6,354) (20,539) (13,112)
Investments in unconsolidated affiliates ............cccccoeevrevnecvveereennn. (360) (867) (4,800)
Acquisition, net of cash acquired...........cocoveerveveeveceevenesrece e (356) — —
Return of capital from unconsolidated affiliate..........c.cccoeerverennene — 500 —
Proceeds from Sale Of @SSELS........oovvuviiieveeieiieeieeeeeceeeeeeieiee e 507 269 1,717
Proceeds from return of split dollar life insurance premiums......... 14 3,241 —
Change in restricted cash ..........cooeovvvevievivecnennie e — — 7,508
OBRET ...ttt st st (309) — (238)
Net cash used in investing activiti€s.........ccoervvcreriveerieenne (6,858) (17,396) (8,925)
Financing QCtivities. ............coevveveevieeceiieeieeretieece et e
Payments of notes payable...........ccecvvvieeierienienieieieneniniee e (134,010) (47,587) (435)
Proceeds from revolving credit facilities .............cocverecerenererereense, 160,600 193,225 —
Payments on revolving credit facilities .............cccovveriereerereecrerinenns (144,200) (158,625) (7,508)
Proceeds from issuance of term 10ans.............cccoeevveivecmveveieneeeeenns 80,000 — —
Payments on term 10an............ccoeovveiriiriiinceeee e (9,769) — —
Payments of debt financing fees ............ccevveevvevireieenieeneereeereserenne (3,127) (825) —
Purchase and retirement of Company stocK...........coecvvrverrerarnnnenns — (@) (4,995)
Contributions from non-controlling interest .............ccoeverveecenecenne 920 — —
OMRET ..ottt an e e nene (248) (216) (368)
Net cash used in financing activities.............ccccevveruvererennns (49,834) (14,029) (13,306)
Effect of exchange rate changes on cash and cash equivalents....... (3,221) 4,344 1,682
Net (decrease) increase in cash and cash equivalents ..................... (16,604) (15,201) 32
Cash and cash equivalents at end of year.........co.cccevvevvenncncnnenne $ 10,886 § 27490 § 42,691

See accompanying notes to Consolidated Financial Statements.
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Unifi, Inc.
Notes to Consolidated Financial Statements — (Continued)

1. Background

Overview. Unifi, Inc., a New York corporation formed in 1969 (together with its subsidiaries, the “Company” or
“Unifi”) is a publicly-traded, multi-national manufacturing company. The Company processes and sells high-volume
commodity products, specialized yarns designed to meet certain customer specifications, and premier value-added
(“PVA”) yarns with enhanced performance characteristics. The Company sells fibers made from polyester and nylon to
other yarn manufacturers, knitters and weavers that produce fabric for the apparel, hosiery, sock, home furnishing,
automotive upholstery, industrial and other end-use markets. The Company’s polyester yam products include recycled
polyester polymer beads (“Chip”), partially oriented yarn (“POY”), textured, solution and package dyed, twisted and
beamed yarns; each available in virgin or recycled varieties. The Company’s nylon products include textured, solution
dyed and covered spandex products. The Company maintains one of the industry’s most comprehensive product
offerings and has ten manufacturing operations in four countries and participates in joint ventures in Israel and the
United States (“U.S.”). The Company’s principal markets are located in the U.S., Canada, Mexico, Central America,
and South America. In addition, the Company has a wholly-owned subsidiary in the People’s Republic of China
(“China”) focused on the sale and promotion of the Company’s specialty and PVA products in the Asian textile market,
primarily in China, as well as into Europe.

Fiscal Year. The Company’s fiscal year ends on the last Sunday in June. However, the Company’s Brazilian,
Colombian, and Chinese subsidiaries’ fiscal years end on June 30th. There were no significant transactions or events
that occurred between these dates and the date of the Company’s financial statements.

Reclassifications. Certain reclassifications of prior years’ data have been made to conform to the current year
presentation.

All dollar amounts and share amounts, except per share amounts, are presented in thousands, except as otherwise noted.

2. Summary of Significant Accounting Policies

The Company follows generally accepted accounting principles (‘GAAP”) in the U.S. (“U.S. GAAP”). The significant
accounting policies described below, together with the other notes that follow, are an integral part of the consolidated
financial statements.

Principles of Consolidation. The consolidated financial statements include the accounts of the Company and its
subsidiaries in which it maintains a controlling financial interest. All account balances and transactions between the
Company and the subsidiaries which it controls have been eliminated. Investments in companies where the Company is
able to exercise significant influence, but not control, are accounted for by the equity method. For transactions with
entities accounted for under the equity method, any intercompany profits on amounts still remaining are
eliminated. Amounts originating from any deferral of intercompany profits are recorded within either the Company’s
investment account or the account balance to which the transaction specifically relates (e.g., inventory). Only upon
settlement of the intercompany transaction with a third party is the deferral of the intercompany profit recognized by the
Company.

Use of Estimates. The preparation of financial statements in conformity with U.S. GAAP requires management to make
use of estimates and assumptions that affect the reported amounts of assets and liabilities, certain financial statement
disclosures at the date of the financial statements, and the reported amounts of revenues and expenses during the
period. The Company’s consolidated financial statements include amounts that are based on management’s best
estimates and judgments. Actual results may vary from these estimates. These estimates are reviewed periodically to
determine if a change is required.

Cash and Cash Equivalents. Cash equivalents are defined as highly liquid, short-term investments having an original
maturity of three months or less. Book overdrafts, for which the bank has not advanced cash, if any, are reclassified to
current liabilities.

Receivables. Receivables are stated at their net realizable value. Allowances are provided for known and potential
losses arising from yarn quality claims and for amounts owed by customers. Reserves for yarn quality claims are based
on historical experience and known pending claims and are recorded as a reduction of net sales. The allowance for
uncollectible accounts is shown as a reduction of operating income and reflects the Company’s best estimate of probable
losses inherent in its accounts receivable portfolio determined on the basis of historical experience, aging of trade
receivables, specific allowances for known troubled accounts and other currently available information. Customer
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Unifi, Inc.
Notes to Consolidated Financial Statements — (Continued)

accounts are written off against the allowance for uncollectible accounts when they are no longer deemed to be
collectible.

Inventories. The Company’s inventories are valued at the lower of cost or market with the cost for the majority of its
inventory determined using the first-in, first-out (“FIFO”) method. Certain foreign inventories and limited categories of
domestic supplies inventories are valued using the average cost method. The Company’s estimates for inventory
reserves for any obsolete, slow-moving or excess inventories are based upon many factors including historical recovery
rates, the aging of inventories on-hand, inventory movement and expected net realizable value of specific products, and
current economic conditions.

Debt Financing Fees. The Company capitalizes costs associated with the financing of its debt obligations. These costs
are amortized as additional interest expense following either the effective interest method or the straight-line method. In
the event of any prepayment of its debt obligations, the Company accelerates the recognition of a pro-rata amount of
issuance costs and records an extinguishment of debt.

Property, Plant and Equipment. Property, plant and equipment (“PP&E”) are stated at historical cost less accumulated
depreciation. New additions and any improvements that substantially extend the useful life of a particular asset are
capitalized. Depreciation is calculated primarily utilizing the straight-line method over the following useful lives:

Asset categories Useful lives in years
Land iMPrOVEMENL........c.cccoeriiuiriiiitiiiririiiriieris ettt er e ettt b sse e s b e bensennen Twenty
Buildings and iMProvemMENntS ..........c.cccvueeieriruerierenreneeeesresiiessetsrisssseersssssesessssseseresssseseseases Fifteen to Forty
Machinery and €QUIPIMENL ..........cvivieeririterienirienentetert et et st ert s s s s eaneeseabaesees Seven to Fifteen
Computer, software and office equUIPMENt.............cccocviiiniriininii e Three to Seven
Internal software development COSES............cuvirirmiriiiniiniititiereec et Three
OBNET ASSELS...eeveeeieriieieieeitesteeseeesressees e sseebesaeeaseeneeeeeesanesane s et e s bt ast s et s e saeean s saneeaesebesetsenarasanas Three to Seven

Leasehold improvements are depreciated over the lesser of their estimated useful lives or the remaining term of the
lease. Assets under capital leases are amortized on a straight-line basis over the lesser of their estimated useful lives or

the lease term.

The Company capitalizes its costs of developing internal software when the software is used as an integral part of its
manufacturing or business processes and the technological feasibility has been established. Internal software costs are
amortized over a period of three years and charged to cost of sales and selling, general and administrative (“SG&A”)
expenses in accordance with the project type.

Fully depreciated assets are retained in property and accumulated depreciation accounts until they are removed from
service. In the case of disposals, asset costs and related accumulated depreciation amounts are removed from the
accounts, and the net amounts, less proceeds from disposal, are included in the determination of net income and
presented within Other operating expense (income), net.

Repair and maintenance costs related to PP&E which do not significantly increase the useful life of an existing asset or
do not significantly alter, modify or change the capabilities or production capacity of an existing asset are expensed as
incurred.

Interest is capitalized when a capital project exceeds certain thresholds and requires a long-term construction period in
which to bring it to the condition and location for its intended use.

PP&E is tested for impairment whenever events or changes in circumstances indicate that its carrying amount may not
be recoverable. Long-lived assets to be disposed of by sale are classified as held for sale and are reported at the lower of
carrying amount or fair value less cost to sell. Depreciation ceases for all assets classified as held for sale. Long-lived
assets to be disposed of other than by sale are classified as held for use until they are disposed of and these assets are
reported at the lower of their carrying amount or estimated fair value.

Intangible Assets. Finite-lived intangible assets, such as customer lists and non-compete agreements are amortized over

their estimated useful lives. The Company periodically evaluates the reasonableness of the useful lives of these

assets. Once these assets are fully amortized, they are removed from the accounts. These assets are reviewed for

impairment or obsolescence when events or changes in circumstances indicate that the carrying amount may not be
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Unifi, Inc.
Notes to Consolidated Financial Statements — (Continued)

recoverable. If impaired, intangible assets are written down to fair value based on discounted cash flows or other
valuation techniques. The Company has no intangibles with indefinite lives.

Investments in Unconsolidated Affiliates. The Company evaluates its investments in unconsolidated affiliates for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. The
Company evaluates whether or not the affiliate is able to generate and sustain sufficient earnings and cash flows to
justify its carrying value.

Asset Retirement Obligations. The Company records asset retirement obligations at fair value at the time the liability is
incurred and an estimate of the obligation can be made. The associated asset retirement obligations are capitalized as
part of the carrying amount of the long-lived asset and depreciated over the estimated remaining useful life of the
asset. A gain or loss on settlement is recognized if the obligation is settled for other than the carrying amount of the
liability.

Derivative Instruments. All derivatives are carried on the balance sheet at fair value and are classified according to their
derivative position and the expected timing of settlement. On the date the derivative contract is entered into, the
Company may designate the derivative into one of the following categories:

e Fair value hedge — a hedge of the fair value of a recognized asset, liability or a firm commitment. Changes in the
fair value of derivatives designated and qualifying as a fair-value hedge, as well as the offsetting gains and losses
on the hedged items, are reported in income in the same period.

e Cash flow hedge — a hedge of a forecasted transaction or of the variability of cash flows to be received or paid
related to a recognized asset or liability. The effective portion of gains and losses on cash flow hedges are
recorded in Accumulated other comprehensive income (loss), until the underlying transactions are recognized in
income. When the hedged item is realized, gains or losses are reclassified from Accumulated other
comprehensive income (loss) to current period earnings on the same line item as the underlying transaction.

e Net investment hedge — if a derivative is used as a foreign currency hedge of a net investment in a foreign
operation, its changes in fair value, to the extent effective as a hedge, are recorded in foreign currency translation
adjustments in Accumulated other comprehensive income (loss).

Derivatives that are not designated for hedge accounting are marked to market at the end of each period with the changes
in fair value recognized in current period earnings. Any ineffective portion of designated hedges is immediately
recognized in current period earnings. Settlements of any fair value or cash flow derivative contracts are classified as
cash flows from operating activities.

Fair Value Measurements. The accounting guidance for fair value measurements and disclosures established a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. Fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
in the principal market, or if none exists, the most advantageous market, for the specific asset or liability at the
measurement date (the exit price). Fair value is based on assumptions that market participants would use when pricing
the asset or liability. The hierarchy gives the highest priority to unadjusted quoted prices in active markets and the
lowest priority to unobservable inputs. The Company uses the following to measure fair value for its assets and
liabilities:
e Level 1 — Observable inputs that reflect quoted prices for identical assets or liabilities in active markets
e Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability either
indirectly or directly
e Level 3 — Unobservable inputs reflecting management’s own assumptions about the inputs used in pricing the
asset or liability
The classification of assets and liabilities within the valuation hierarchy is based upon the lowest level of input that is
significant to the fair value measurement in its entirety.

Income Taxes. The provision for income taxes is determined using the asset and liability approach of accounting for
income taxes. Under this method, deferred tax assets and liabilities are recognized for the future tax consequences of
temporary differences between the carrying amounts and tax bases of assets and liabilities using the tax rate expected to
be in effect when taxes are settled or realized. The effect on deferred income taxes of a change in tax rate is recognized
in income in the period that includes the enactment date.
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A valuation allowance is established for deferred tax assets when it is more likely than not that a tax benefit will not be
realized. In assessing the realization of deferred tax assets, management considers whether it is more likely than not that
some portion or all of the deferred tax assets will be realized. The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Management considers the scheduled reversal of taxable temporary differences, taxable income in carryback
periods, projected future taxable income and tax planning strategies in making this assessment.

Provision is made for taxes on undistributed earnings of foreign subsidiaries and related companies to the extent that
such earnings are not deemed to be permanently invested.

The Company recognizes the financial statement effects of an uncertain income tax position when it is more likely than
not, based on the technical merits, that the position will be sustained upon examination by a competent taxing
authority. The Company accrues for other tax contingencies when it is probable that a liability to a taxing authority has
been incurred and the amount of the contingency can be reasonably estimated. Income tax expense related to penalties
and interest, if incurred, are included in the provision for income taxes.

Stock-Based Compensation. Compensation expense for stock awards is based on the grant date fair value and expensed
over the applicable vesting period. The Company has a policy of issuing new shares to satisfy share option
exercises. For awards with a service condition and a graded vesting schedule, the Company has elected an accounting
policy of recognizing compensation cost on a straight-line basis over the requisite service period for each separate
vesting portion of the award as if the award was, in-substance, multiple awards.

Foreign Currency Translation. Assets and liabilities of foreign subsidiaries whose functional currency is other than the
U.S. dollar are translated at exchange rates existing at the respective balance sheet dates. Translation gains and losses
are not included in determining net income, but are presented in a separate component of Accumulated other
comprehensive income (loss). The Company translates the results of operations of its foreign operations at the average
exchange rates during the respective periods. Transaction gains and losses are included in determining net income and
are presented within Other operating expense (income), net.

Revenue Recognition. The Company recognizes revenue when (a) there is persuasive evidence of an arrangement, (b)
the sales price is fixed or determinable, (c) title and the risks of ownership have been transferred to the customer, and (d)
collection of the receivable is reasonably assured. Revenue recognition occurs primarily upon shipment. Revenue
includes amounts for duties and import taxes, interest billed to customers, and shipping and handling costs billed to
customers. Revenue excludes value-added taxes or other sales taxes and includes any applicable deductions for returns
and allowances, yarn claims, and discounts.

Cost of Sales. The major components of cost of sales are: (a) materials and supplies, (b) labor, utility and overhead costs
associated with the manufactured products, (c) cost of products purchased for resale, (d) charges or credits associated
with inventory reserves, (e) shipping, handling and warehousing costs, (f) research and development costs, and (g) all
other costs related to production activities.

Shipping, Handling and Warehousing Costs. Shipping, handling and warehousing costs include costs to store goods
prior to shipment, prepare goods for shipment and physically move goods from the Company to its customers.

Research and Development. Research and development costs include employee costs, production costs related to
customer samples, operating supplies, consulting fees and other miscellaneous costs. The cost of research and
development is charged to expense as incurred. Research and development costs were as follows:
For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010

Research and developments COStS ........ccccvecreverrnerieneniennenieiennins $ 4,764 $ 4145 § 3,591

Selling, General and Administrative Expenses. The major components of SG&A expenses are (a) cost of the Company’s
sales force and marketing efforts, as well as commissions and credit insurance, (b) costs of maintaining the Company’s
general and administrative support functions including executive management, information technology, human
resources, legal, and finance, (c) amortization of intangible assets, and (d) all other costs required to be classified as
SG&A expenses.
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Advertising. Advertising costs are expensed as incurred and included in SG&A expenses. The Company’s advertising
expenses include spending for items such as branding efforts, promotional items, trade shows and other
programs. Advertising costs were as follows:

For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010
AQVETTISING COSLS ..nveurrrerirrirererrrerteneeeeesieesereseeseesestesensessenesreseeerons $ 1,811 $ 1,489 $ 1,092

Restructuring Charges. Restructuring charges for the relocation of equipment, disposal costs, and other exit costs are
expensed as incurred.

Self Insurance. The Company self-insures certain risks such as employee healthcare claims. Reserves for incurred but
not reported healthcare claims are estimated using historical data, the timeliness of claims processing, medical trends,
inflation and any changes, if applicable, in the nature or type of the plan.

Contingencies. At any point in time, the Company may be a party to various pending legal proceedings, claims or
environmental actions. Accruals for estimated losses are recorded at the time information becomes available indicating
that losses are probable and that the amount of loss can be reasonably estimated. Any amounts accrued are not
discounted. Legal costs such as outside counsel fees and expenses are charged to expense as incurred.

3. Recent Accounting Pronouncements
There have been no newly issued or newly applicable accounting pronouncements that have, or are expected to have, a
significant impact on the Company's financial statements.

4. Acquisition of Controlling Interest in Repreve Renewables, LL.C

In April 2010, the Company entered into an agreement with two other unaffiliated entities to form Repreve Renewables,
LLC (“Renewables”) and received a 40% membership interest for its $4,000 contribution. Renewables is a development
stage enterprise formed to cultivate, grow and sell dedicated energy crops, including biomass feedstock intended for use
as a fuel in the production of energy as well as to provide value added processes for cultivating, harvesting or using
biomass crops. Renewables has the exclusive license to commercialize FREEDOM® Giant Miscanthus
(“FGM”). FGM is a miscanthus grass strain, which is a C4 plant that was developed by Mississippi State University to
be a dedicated energy crop with high biomass yield from minimal input requirements. Renewables’ success will depend
in part on its ability to license individual growers to produce FGM and to sell feedstock to those growers. The
Company’s investment in Renewables is anticipated to provide a unique revenue stream and support its strategy to grow
the REPREVE® brand and related sustainability initiatives.

On October 6, 2011, the Company and one other existing Renewables member each acquired an additional 20%
membership interest for $500 from the third Renewables member. The additional membership interest purchased by the
Company was financed with available cash. Using the amounts paid per membership unit in the October 6th transaction
as a basis, (a Level 1 input), the Company determined that the acquisition date fair value of Renewables was
$2,500. This resulted in the Company’s previously held 40% equity interest being valued at $1,000. As a result of
remeasuring its existing 40% interest to this estimated fair value, the Company recorded a non-operating loss of $3,656
during the quarter ended December 25, 2011.

Fair value of consideration transferred............ccocveeerrircrienicoiricr s $ 500
Fair value of the previously held equity INETEST ...........cooviveriiviniiiic e 1,000
1,500
Fair value of the non-Controlling INEETESL.........ccceerveiriirerniren it 1,000
Total fair value OF REIEWADIES ........ooooviiiiiiieceecie ettt eere e eere e te e be s ne s sre e e baeesarasesaesanesesaesanesenenenasens $ 2,500
Fair value of previously held equity INETESt...........oereiiiiiniiiiiiiie e $ 1,000
Less: Investment in RENEWADIES .........cceoviiiiieiiiiiiictie ittt sab s ens (4,656)
Write-down of previously held equity interest in Renewables ..o $ (3,656)
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The total fair value of Renewables was allocated to the tangible assets, liabilities and intangible assets acquired as
follows:

CASH ottt et et r e e s s b e ebes e et e s s st e ae b ebe b esbebebeas b eat et eRaReee s eRe b eRes et e ket s esa st ebebe e naebenraes $ 144
INIVEILOTIES. ....ecuveeueeerieteiteeeteeteett et e teeeteeeeeaeeeaeeesbeeseeeseeaseessbeebsebsensaesseessaenseessasnsasnsessnansesnsesnsasssassansasnses 45
OUNET CUITENE ASSELS ... vveieeieieeiereieeeeeeteeeieeeetteaesesesssrsessesessrseeesssesasssesnsassseesansesaseasssassssasssssssnsesarssessnesanee 197
Biomass foundation and fEEASIOCK............oovviviiiiviiiiie ettt eeeete e ceetreeeeerreeeesreeesraseeesanaeaeasiaseaenes 1,611
Property, plant and €qUIPIMENT ..........cccoccoriiiriiiiiitiieieeiie ettt ettt et sa e 114
INEANGIDIE ASSELS ....evieveeeieeeieeie ettt cett sttt e sttt e e et eat e st e e sre s n et re s s e s e sat e st st enee st e sesae e senenneanesnens 536
TOLAL ASSELS ... eeiiieiiiieieeeteieeiieee et teees et ee e esbaeeeeeateesessnseeesesnsnreee e sreseeaeassssaaasssaaasssasaaasssaeesasanaeansnreesansbeanns 2,647
CUITENE HADIHLIES ....veeereeeeeeeireeeece sttt e e s be et e b e se e s e s e s e s s s e s e e e n e as e e s e s s e s sassaasons (147)
Total NEt ASSELS ACYUITEA ...vvverererereree e e e e e e e e et eete et et e st e et e s e e s e snesrresaeeseeemesesessnesabssanesasans $ 2,500

The intangible assets acquired and their respective estimated average remaining useful lives over which each asset will
be amortized on a straight line basis are as follows:

Amortization Estimated

Period (years) Value
NON-COMPELE AZIECIMENLS.....c.ueerereerrirerererireeenrersteeererarrerecreresttesrsbesessesssbessnsssnasessns 5 $ 243
License to grow FGM ... 8 261
SUD-LICEIMSES ...ttt sttt ettt ettt sr st srt et sesene e an et e saenbes 4 32
TOAL ...ttt e et sb bbb n s $ 536

The acquisition of the additional 20% membership interest has given the Company a 60% membership interest in
Renewables. Beginning with the second quarter of fiscal year 2012, the Company’s consolidated financial statements
include the financial position and results of operations of Renewables. Prior to the acquisition, the Company’s share of
Renewables’ losses were recorded as Equity in earnings of unconsolidated affiliates. As Renewables is a development
stage enterprise and has no revenues and limited operating activities, the results of Renewables’ operations since the
acquisition are presented within Other operating expense (income), net in the Consolidated Statements of Income.

Renewables’ operating expenses are funded through contributions from its members. Since October 6, 2011, the
Company has received $920 in contributions from its non-controlling interest.

5. Receivables, net
Receivables, net consist of the following:

June 24, 2012 June 26, 2011
CUSLOMET TECEIVADIES .....oeeeieeieiieieeeieenierceee e crie et e svae et eete e e saraseneeessnaesunesssanesane $ 100,818 $ 100,893
Allowance for uncollectible aCCOUNLS .........ccveerieerierirrirerienserirr et eeeere e saeeneenes (1,118) (1,147)
Reserves for yarn quality Claims.........ccccovierernmnrcrricencrcici s (939) (1,101)
Net CUSTOMET TECEIVADIES ........ooeiieceiiieieeeieeie et eete e e e srae e sre e saaesssee e sanesesanesanesnses 98,761 98,645
Related party r€CEIVADIES .........cooueiririieiiientice ettt et ens e 111 512
Other TECEIVADIES. ......cveerercieeceie ettt ettt e s sre e e s see e e e seseneene 364 658
TOtal TECEIVADIES, NEL ...ttt ettt cveeeree e cte e e ereeeereeeranesereeasseesbeasaassnse $ 99,236 $ 99,815

Other receivables consist primarily of receivables for duty drawback, interest and vendor refunds due to the Company.
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The changes in the Company’s allowance for uncollectible accounts and reserves for yarn quality claims were as
follows:
Allowance for

Uncollectible Reserves for Yarn
Accounts Quality Claims
Balance at June 28, 2009 ..........ccoiereirrineetee et s $ (3,589) $ (1,213)
Charged t0 COStS and XPENSES ......ccooeuiiriiririniiiiiiiireeit et (123) (2,038)
Charged to Other ACCOUNLS ........cccveuirirericiiiiieieicei e 46 321
DEAUCLIONS ...oeivveeieeeieiieeeeieeteeerteeesrsesaeeessesesaesseasseessssaesssesssesesaseaasaressssesasesessnesssaeens 1,791 1,268
Balance at JUNE 27, 2010 ......oooovovieeerieeeeeieeieetereee st rera e se bbb e e s ses s nns $ (1,875) $ (1,662)
Charged to COsts and EXPENSES .......courecrcriiiiiriiiiiiiietiienr et 304 (1,156)
Charged to Other ACCOUNLS .......c.coecococriiiiiiiiiiiii e ens 46 401
DEAUCLIONS ...cieeiieiiiieeeeteee e eteeeteeee b e esaresebeessse s seesabsaeseassrbneesasanessnesasseraseeesaeesaraeen 378 1,316
Balance at June 26, 2011 ......o.oiiioreeecceeee e e $ (1,147) $ (1,101)
Charged to COStS and EXPENSES ......c.coevuerermrerimiiiiiiiniiriierer ettt sb e nesenes (211) (1,390)
Charged to Other ACCOUNLS .......cccuiiiiiiiiiiiniee e 117 23
DEAUCLIONS ...viieveeciieiieeceireeeeeiieseeite s teesiaeebe s enreseseresbe s et e asaasssaneesanssssassabesesrasons 123 1,529
Balance at June 24, 2012 ......c.ovouiieiiieceenee et et e $ (1,118) $ (939)

Amounts charged to costs and expenses for the allowance for uncollectible accounts are reflected in the Provision
(benefit) for bad debts. For the allowance for uncollectible accounts, deductions represent amounts written off which
were deemed to not be collectible, net of any recoveries. Amounts charged to costs and expenses for the reserves for
yarn quality claims are primarily reflected as a reduction of Net sales. For the reserve for yarn quality claims,
deductions represent adjustments to either increase or decrease claims based on negotiated amounts or actual versus
estimated claim differences. Amounts charged to other accounts primarily include the impact of translating the activity
of the Company’s foreign affiliates from their respective local currencies to the U.S. dollar.

6. Inventories
Inventories consist of the following:

June 24, 2012 June 26, 2011

RAW TNALETIALS .ottt eeeeeee e eeteesees e st essees e tessesessesasareensenssessassessasssasssasnsensensensen $ 43,296 $ 52,387
SUPPHES.c. ettt ittt e b b bbb et s 5,169 6,016
WOTK IT1 PIOCESS ..vveeenteerenerieeeiestereret ettt st se b et s eaeebe et e b e sa s s s st s s b s 6,604 7,000
FiniShed Z00dS .....coviieueririiieiccoiicircci et 59,659 74,399

GOSS IMVEIEOTIES ....veeevuveeiernreeeieeeeeesreseerareseasseeeessasassaasesssenesesarnsaesssssaeessnnsesssoanenes 114,728 139,802
INVENLOTY TESETVES ...cevuvreuiiiircniiiitinisietesiree ettt e bbbkt (1,978) (4,919)

TOLAL INVENLOTIES. ... .eeeeeeeeeereeeeteereeeeeeeesesseesessessessesseasesseesesssesseeseessessessessessassasssessases $ 112,750 $ 134,883

The cost for the majority of the Company’s inventories is determined using the FIFO method. Certain foreign
inventories of $35,145 and $43,734 as of June 24, 2012 and June 26, 2011, respectively, were valued under the average
cost method.

7. Other Current Assets
Other current assets consist of the following:

June 24, 2012 June 26, 2011
Value added taxes 16CIVADIE .........oc.oiiiiiiieceeeceieies e eete e e et e e e stesser e e saraesba e eeenene $ 2,495 $ 3,331
VENAOT AEPOSIES ..ovovevcreeeeeieerirecieitcei ittt b b e asa e 2,076 921
Prepaid EXPENSES.......coccoviuiiiriiiiiiiiiii et 1,753 1,282
ASSELS NELd FOT SAIE ...ttt st e et e s snnr e s e e st eas 341 —
ORET ettt et e e e e reeetbeebe e e s e e e e s et e esaaesabaae saseeesanasenresebee s reesbaesenrs 57 57
TOtal OthEr CUITENE ASSELS......cvivveriererieeerrererererereeeressenesiesssreesteresesaneseseesaesesresasaneness $ 6,722 $ 5,591

Value added taxes receivable are recoverable taxes associated with the sales and purchase activities of the Company’s
foreign operations. Vendor deposits primarily relate to down payments made towards the purchase of raw materials
from Asia. Prepaid expenses consist of advance payments for insurance, public exchange and rating services,

F-16



Unifi, Inc.
Notes to Consolidated Financial Statements — (Continued)

professional fees, membership dues, subscriptions and information technology services. Other includes non-income
related tax payments and miscellaneous employee advances.

During the quarter ending June 24, 2012, the Company consolidated certain of its distribution centers and closed its
nylon warehouse located in Fort Payne, Alabama. The Company has listed the warehouse, land and improvements for
sale. As the expected fair value was greater than the associated carrying value, no impairment charges were recorded.

8. Property, Plant and Equipment, Net
Property, plant and equipment, net consists of the following:

June 24, 2012 June 26, 2011
LN 1ottt eeee et et e ve et e e s e s aeas e st e e e st e s e sta bt saeantonnt e s e ne et easeensasbensesserteserennens $ 3,095 $ 3,454
Land iMPIOVEIMENLS. ......evvueecreeerecriecrereniereeteeseestecs s sre e s sesse s e s s s erssns e s e s essebe s abanss 11,426 11,400
Buildings and improvements...........c.ccccrivrerrernieniinieniesniintiseseneese e sreseesessssnens 146,232 151,503
Assets under capital [€aSE ........coccovuevrveeeiiiniciitectc e 9,520 9,520
Machinery and eqUIPIENL........cc.coveeruerernereenrinrereeniaarii st seens 530,319 545,260
Computers, software and office equipment............ccccccniveiniiiiincce e 16,350 19,585
Transportation eqUIPMENL ............cciivviiiniiiiiiiiei et s 4,722 5,162
CONSIIUCHION 1N PTOZTESS ....coveuenreneererreeeruteteereaeesetessisressbesressensssanasssssasssaesssesessseses 1,774 4,583
Gross property, plant and eqUIPMENL..........cccoviriiriiiiiniiii 723,438 750,467
Less: accumulated depreciation ... (587,146) (590,878)
Less: accumulated amortization — capital 1€ase ..........cocevvrrrcciininiiiniinniineieeeeens (9,202) (8,562)
Total property, plant and equIPMENt, NEL.........ccceveverrerereeriiiiriiesereee e $ 127,090 $ 151,027
Internal software development costs within PP&E consist of the following:
June 24, 2012 June 26, 2011
Internal software development COSES........c.oviririieniiniiiiinicinrceiee s $ 2,014 $ 1,900
Accumulated amOTtZALION ..........coeveereeeeieecercerieeie ettt e ceeee e eee s e seess e neas (1,804) (1,568)
Net internal software development COSES......c.coeverimririiniiirninncn e $ 210 $ 332

Depreciation expense, internal software development costs amortization, repairs and maintenance expenses and
capitalized interest were as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Depreciation EXPENSE .......evererercrururieererearereerierereerererssmmersaresssssesassens $ 23,650 $ 22,671 $ 22,376
Internal software development costs amortization............c.cccoeenee. 236 368 468
Repair and maintenance EXPENSES. .........coeeverrerirsienuisiuesessisenienneeseens 16,270 18,638 16,738
Capitalized INLETESL.......ccoevevvererrerrercrirecreinne et — — 318
9. Intangible Assets, Net
Intangible assets, net consist of the following:
June 24, 2012 June 26, 2011
CUSEOIMIET LISt ...vreveeeeeeereee e eeeeeeeee et et et sae et e ereere e saseeeseeasessesesassessseasassensaanessabessesaseneenenn $ 22,000 $ 22,000
NON-COMPELE AZIEEMENLS. ...c..eovereieriinriiiiirietiiieeestiste st et rae et e e ern b e barse s e s ensssanees 4,243 4,000
LUICETISES «vecveinreieeieieeere et eeeeteseeestae s e s e s nesme e e e ne e st eabsessesse e sanesnesas et s et s et e bt e n e n e ane s 293 —
Total intangible aSSELS, BIOSS ......cccervererrerrrrererereereriririreiiisere sttt ereneas 26,536 26,000
Accumulated amortization - customer List .........cccceoeevermiiiiriiiiiiiii e (14,156) (12,134)
Accumulated amortization - non-compete agreements ..........ccovvevvereriineineeeeeerernrennenes (2,581) (2,254)
Accumulated amortization - ICENSES .........ocvevvriererierierrieiieccrecercer et (28) —
Total accumulated amMOItIZAtION ........ccovteecrecieeereeierererer et s etr s s saaeennees (16,765) (14,388)
Total intangible aSSEts, NEL .......ccccvvrureririiiriririie et $ 9,771 $ 11,612

In fiscal year 2007, the Company purchased the texturing operations of Dillon Yarn Corporation (“Dillon”) which are
included in the Company’s Polyester segment. The valuation of the customer list acquired was determined by estimating
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the discounted net earnings attributable to the customer relationships that were purchased after considering items such as
possible customer attrition. Based on the length and trend of the projected cash flows, an estimated useful life of thirteen
years was determined. The customer list is being amortized in a manner which reflects the expected economic benefit
that will be received over its thirteen year life. The Dillon non-compete agreements, which were extended during the
current period, are amortized using the straight line method over the periods currently covered by the agreements. The
amortization expense is included within the Polyester segment’s depreciation and amortization expense.

During the second quarter of fiscal year 2012, the Company acquired a controlling interest in Renewables. The non-
compete agreement acquired is being amortized using the straight line method over the five year term of the
agreement. The licenses acquired are being amortized using the straight line method over the estimated useful lives of
four to eight years.

Amortization expense for intangible assets consists of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
CUSTOMIET LIS ..eeeeeereeeaeeeer et sete st e et e saeeer e s eneeebeeeeereeens $ 2,022 $ 2,174 $ 2,992
Non-compete agreements............ccccveveniiiniiiniininnineineeereeene 327 349 476
LECEIISES «.vvviiiieieieiree ettt eeite e e rbe e e staeeerasae e s baeeesaraeassnsanesn sennnan 28 — —
Total amMOrtiZation EXPENSE........cervrrererrrrerierertereerertreereeresresressenes $ 2,377 $ 2,523 $ 3,468

The following table presents the expected intangible asset amortization for the next five fiscal years:

2013 2014 2015 2016 2017

CUSEOMET 1St c.eeeeeeeereeeieeeeeeeeeeeeeeeeeee e ee s eeveas $ 1,837 $ 1,481 § 1215 § 969 $ 836
Non-compete agreements...........ccoceeeeeeeecrenncnnens 313 313 313 313 277
LICENSE ..uerenieenieeieciceeere e ese s it 38 38 38 34 30

Total intangible amortization...........c..cccoeeeevens $ 2,188 § 1,832 § 1,566 $ 1,316 $ 1,143
10. Other Non-Current Assets
Other non-current assets consist of the following:

June 24,2012 June 26, 2011

LoNG-EI AEPOSILS ..e.evveeiieicrcrccerirene ettt s bbb b e $ 5,151 $ 5,709
Debt fINanCing fEeS ......coeererirueeeinirririiirinentecrieercc e 2,870 3,245
Biomass foundation and fEedStOCK.........ccvvvevviiiiiiniiiiiieciie ittt rere s 1,794 —
OBNET o.vveteceeeeeetee et te v et e b et e e se e b e s b et e bt se e e bt ebesat et e et ere e e et e r e senenesanerenas et s 507 456

Total Other NON-CUITENE ASSELS......ccvviiurerreeeeeeeeieeeeeeeeeeteeraeseeesteesreesesasesaresssessessesss $ 10,322 $ 9,410

Long-term deposits consist primarily of deposits with a domestic utility company and value added tax deposits. Biomass
foundation and feedstock represents bioenergy foundation and feedstock currently being or expected to be, propagated
by Renewables. Other consists primarily of premiums on a split dollar life insurance policy which represents the value
of the Company’s right of return on premiums paid for a retiree owned insurance contract which matures in 2015.

11. Accrued Expenses
Accrued expenses consist of the following:

June 24, 2012 June 26, 2011

Payroll and fringe benefit COStS........cccrirriririirrneriie e $ 9,026 $ 11,119
UBIEES.....cvcevveveeetereeeece et etesestesetesrasesesese s esesesresaseaeseebereneemeasebesesasneneaeenanencasensacncns 2,540 2,237
IIIEETEST «.eveeeeiieieeee et ettt e e te e e sttt ee e s e smee s e s e e s st s e ababe e ettt s e s sabat s s rn e s s enraneeenn 398 1,900
PTOPEITY tAXES. . cuieiieieniet ettt et er e 842 885
Retiree medical Hability .........ccccoieeiirieiiininiiiniici e 138 202
Derivative INSIIUMENES .....co.ceiriieieieteteeneeetee sttt ese st st sae e ene s snna e ennenanas . 2
Asset retirement OblIZAtION .........c.cevverieeriminirinici s 125 —
OBBET ...ttt ettt ettt e bttt saen et b e s s an 1,333 1,150

TOta]l ACCTUEA EXPEIMSES .....vvverrererereereiniaenineseararaeeseeseseesesseesesenraneresssssssssesesesesesens $ 14,402 $ 17,495
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The Company has recorded an asset retirement obligation associated with the reclamation and removal costs related to a
leased location in its Polyester segment. Other accruals consist primarily of sales taxes, workers compensation and other
employee related claims, marketing expenses, freight expenses, rent and other non-income related taxes. The decreased
accrual for payroll and fringe benefits is primarily due to the timing associated with payment of awards previously
earned and the amounts expected to be earned under variable compensation programs. The decreased accrual for interest
is due to the Company’s recent debt refinancing as discussed below in “Footnote 12. Long-Term Debt”.

12. Long-Term Debt
Long-term debt consists of the following:

June 24, 2012 June 26, 2011

NOLES PAYADIE........cueerrereeceieereateseeeieieeebere it esessere st saneneesesessesists s b e s st e ssasees $ — 3 133,722
First Amended Credit Agreement revolving credit facility.......c.coeeevniiiiiiiiiicnnnns — 34,600
ABL REVOIVET ...ttt ee e eteeetare v e eeneesssnse e e ese e svssassnssasaeasssasesennrearabaeanans 51,000 —
ABL TEIM LOAMN.......ueiiicieeeeeee ettt e ecctie e e tteeeeseeeeeseeennresssbeeeesnnseeesenenesenareesenss 50,000 —
TErM B LOAN ...ttt ettt et et et seee e see e e e e sae b e s s anes 20,515 —
Capital lease OblIZALION ........cccceuerreriererieecrcee ettt s 37 342

TOtAL AEDL....uviierieiiietereet ettt et na e s 121,552 168,664
Current portion of long-term debt.........cccoeevviniiniiininiiiniii e, (7,237) (342)

Total 10nZ-term debt .......coveuiviiriiieririiieeeee et eas $ 114,315 §$ 168,322

Notes Payable

On May 26, 2006, the Company issued $190,000 of 11.5% senior secured notes (“2014 notes”) due May 15, 2014. The
2014 notes were guaranteed on a senior, secured basis by each of the Company’s existing and future restricted domestic
subsidiaries.

First Amended Credit Agreement Revolving Credit Facility

Concurrent with the issuance of the 2014 notes, the Company amended its then existing senior secured asset-based
revolving credit facility (“Amended Credit Agreement™). On September 9, 2010, the Company and the Subsidiary
Guarantors (as co-borrowers) entered into the First Amendment to the Amended and Restated Credit Agreement (“First
Amended Credit Agreement”) with Bank of America, N.A. (as both Administrative Agent and Lender). The First
Amended Credit Agreement provided for a revolving credit facility of $100,000 that was scheduled to mature on
September 9, 2015. However, if the 2014 notes had not been paid in full on or before February 15, 2014, the maturity
date of the Company’s revolving credit facility would have been automatically adjusted to February 15, 2014.

Debt Refinancing

On May 24, 2012, the Company entered into a $150,000 senior secured credit facility (“ABL Facility”) with Wells Fargo
Bank, N.A. (“Wells Fargo”) and Bank of America, N.A. The ABL Facility consists of a $100,000 revolving credit
facility (“ABL Revolver”) and a $50,000 term loan (“ABL Term Loan”). Wells Fargo serves as the administrative
agent, sole lead arranger and sole book runner. In addition, the Company entered into a $30,000 term loan (“Term B
Loan™) with MacKay Shields LLC, a Delaware limited liability company, solely in its capacity as investment advisor or
subadviser with investment authority for certain discretionary client accounts. Wilmington Trust National Association
(“Wilmington Trust”) serves as the administrative agent under the Term B Loan. The purpose of the new ABL Facility
and the Term B Loan was to, among other things, refinance the Company’s existing indebtedness including the
redemption of the 2014 notes and to repay in full amounts borrowed under, and terminate, the First Amended Credit
Agreement. On May 24, 2012, the Company redeemed in full the $123,722 remaining principal amount of the
outstanding 2014 notes at par and repaid amounts borrowed under, and terminated, the First Amended Credit
Agreement, which had an outstanding principal balance of $35,000. The ABL Facility and the Term B Loan each have a
maturity date of May 24, 2017. The Company has the ability to request that the borrowing capacity of the ABL
Revolver be increased to as much as $150,000, at the discretion of the participating lenders.

ABL Facility

The ABL Facility is secured by a first-priority perfected security interest in substantially all owned or hereafter acquired
property and assets, together with all proceeds and products thereof, of the Company, Unifi Manufacturing, Inc. and its
subsidiary guarantors (the “Loan Parties”) other than the assets to which the Loan Parties have a second-priority lien. It
is also secured by a first priority perfected security interest in all of the stock of (or other ownership interests in) each of
the Loan Parties (other than the Company) and certain subsidiaries of the Loan Parties; provided, that only 65% of the
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stock of (or other ownership interests in) first tier controlled foreign corporations are pledged, together with all proceeds
and products thereof. The ABL Facility is further secured by a second-priority lien on the Company’s indirect limited
liability company membership interest in Parkdale America, LLC (“PAL”).

The ABL Facility includes representations and warranties made by the Loan Parties, affirmative and negative covenants
and events of default that are usual and customary for financings of this type. Should excess availability under the ABL
Revolver fall below the greater of $10,000 or 15% of maximum availability, an ABL Facility financial covenant
requiring the Loan Parties to maintain a fixed charge coverage ratio on a monthly basis of at least 1.05 to 1.0 becomes
effective. In addition, the ABL Facility contains certain restricted payment and restricted investment provisions,
including a restriction on the payment of dividends and share repurchases, unless excess availability is greater than
$20,000 for the entire thirty day period prior to the making of such a distribution or excess availability is greater than
$10,000 for the entire thirty day period prior to the making of such a distribution and the fixed charge coverage ratio for
the most recent twelve month period (as calculated on a pro forma basis as if the payment and any revolving loans made
in connection therewith were made on the first day of such period) is at least 1.0 to 1.0. As of June 24, 2012, the
Company had a fixed charge coverage ratio of 1.43 and was in compliance with all financial covenants.

The Company’s ability to borrow under the ABL Revolver will be limited to a borrowing base equal to specified
percentages of eligible accounts receivable and inventory and is subject to certain conditions and limitations. ABL
Revolver borrowings bear interest at the London Interbank Offer Rate (the “LIBOR Rate”) plus an applicable margin of
1.75% to 2.25% or the Base Rate plus an applicable margin of 0.75% to 1.25% with interest currently being paid on a
monthly basis. The applicable margin is based on the average quarterly excess availability under the ABL
Revolver. The Base Rate means the greatest of (i) the prime lending rate as publicly announced from time to time by
Wells Fargo Bank, (ii) the Federal Funds Rate plus 0.5%, and (iii) the LIBOR rate plus 1.0%. There is also an unused
line fee under the ABL Revolver of 0.25% to 0.375% of the unused line amount which is paid monthly.

The Company has $2,175 of standby letters of credit at June 24, 2012, none of which have been drawn upon. As of June
24, 2012, the Company had $37,122 of excess availability under the ABL Revolver.

Under the terms of the ABL Facility, the Company is required to hedge at least $50,000 of variable interest rate exposure
so long as the outstanding principal of all indebtedness having variable interest rates exceeds $75,000. The weighted
average interest rate for the ABL Revolver as of June 24, 2012, including the effects of all interest rate swaps, was 3.4%.

The ABL Term Loan bears interest at LIBOR plus an applicable margin of 2.25% to 2.75% or the Base Rate plus an
applicable margin of 1.25% to 1.75% depending upon the Company’s level of excess borrowing availability with interest
currently being paid on a monthly basis. The weighted average interest rate for the ABL Term Loan as of June 24, 2012,
including the effects of all interest rate swaps, was 3.3%. The ABL Term Loan will be repaid in quarterly scheduled
principal installments of $1,800 commencing on September 1, 2012 and a balloon payment of $14,000 in May
2017. The ABL Term Loan may be prepaid at par, in whole or in part, at any time before the maturity date, at the
Company’s discretion, subject to the provisions of the Intercreditor Agreement.

Term B Loan

The Term B Loan is secured by a first-priority lien on the Company’s limited liability company membership interest in
PAL and a second-priority lien on the ABL Facility first-priority collateral described above. Wells Fargo and
Wilmington Trust entered into an Intercreditor Agreement (“Intercreditor Agreement”) on May 24, 2012 which
confirmed the relative priority of their respective security interests. The Term B Loan also contains representations and
warranties, affirmative and negative covenants and events of default comparable to those included in the ABL Facility.

The Term B Loan bears interest at LIBOR plus 7.50% (with a LIBOR floor of 1.25%) with interest payable
monthly. The Term B Loan does not amortize and prepayments are only required if after-tax distributions from PAL are
received by the Company (100% of such distributions up to the first $3,000 per calendar year and 50% thereafter), the
Company sells all or any part of its membership interest in PAL or under certain other circumstances specified within the
Intercreditor Agreement. The Company may prepay the Term B Loan at any time subject to the Intercreditor
Agreement, in whole or in part, with a call premium of 3% during the first year, 2% during the second year, 1% during
the third year and at par thereafter.
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Optional and Mandatory Prepayments

On June 8, 2012, the Company made a $6,000 optional prepayment of the Term B Loan and recorded a $311 charge for
the early extinguishment of debt related to the 3% call premium and the associated write-off of debt financing fees. On
June 13, 2012, the Company made a $3,485 mandatory prepayment of the Term B Loan due to the receipt of a PAL
after-tax distribution and recorded a $180 charge for the early extinguishment of debt related to the 3% call premium and
the associated write-off of debt financing fees.

The following table presents the scheduled maturities of the Company’s long-term debt on a fiscal year basis:

2013 2014 2015 2016 2017 Thereafter
Scheduled debt maturities ............ $ 7,237 $ 7,200 $ 7,200 $ 7200 $§ 92,715 $ —
Debt Financing Fees
Debt financing fees are classified within other non-current assets and consist of the following:

June 24, 2012 June 26, 2011

Balance at beginning of YEar...........c.cocoveeririerinririeetrrsese ettt bereene $ 3245 $ 3,585
Amounts paid related to debt refinancing ..........c.ccocveevererrnerennenereereeeceeeree 3,127 825
Amortization charged tO INLETESt EXPEIISE ....evevervrrrerirereerierreerrarersrerseserssesseesessesnasenes (871) 415)
Amounts charged to extinguishment of debt due to refinancing..........ccccoeeeeneeenee (2,250) —
Amounts charged to extinguishment of debt due to prepayments.............cccoeecrueenene. (381) (750)
Balance at end Of YEAT .........cvoeviiririeieieeieeeenisiririsie e eess st se e s sesssas s ssssesassensens $ 2,870 $ 3,245

Amortization of the debt financing fees is classified within Interest expense and consists of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Amortization of debt financing fees..........c.ccoceevevveeieriereeeesreeieenne. $ 871 $ 415 $ 1,104

The components of Loss (gain) on extinguishment of debt consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Prepayment premium (discount) for 2014 notes ...........ccoovervenennen. $ 288 $ 2,587 §$ (65)
Prepayment premium for Term B Loan..........coccooeievncnniinicennen. 284 — —
572 2,587 (65)
Non-cash charges due to refinancing ..........ccceceevvvvrvrereeceennenneennenns 2,250 — —
Non-cash charges due to prepayments............ccceceeverereeerenserrenennes 381 750 11
Loss (gain) on extinguishment of debt...........cccceevrvereerrrecreecnennnne. $ 3203 § 3,337 § 54)

Subsequent Events

On June 25, 2012, the Company provided notice that it would make a $4,515 optional prepayment of the Term B
Loan. This prepayment was subsequently completed on July 2, 2012, and the Company recorded a $232 charge for the
early extinguishment of debt in the September 2012 quarter related to the 3% call premium and the associated write-off
of debt financing fees.

13. Other Long-Term Liabilities
Other long-term liabilities consist of the following:

June 24, 2012 June 26, 2011
Supplemental post-employment plan...........ccccevevevvervirerrrnrereecee e $ 2,195 $ 1,866
Derivative INSIIUMEIES .........oeeieiiieeeiiieeeeieeeeeeie e e e ettt ee e e tvitveeesesreeeessssasessanassssnraranses 1,015 408
OHRET ettt et s s e s eebe e s sab e s ee e st e e nr e s re e e et e s reeeabeeaneenn 1,622 1,733
Total other long-term Habilities ..........cccvvrererieerireririeerir et ses $ 4832 $ 4,007

Other includes certain domestic retiree and post-employment medical liabilities, tax contingencies and certain non-
income related taxes associated with the Company’s foreign subsidiaries.
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The Company maintains an unfunded supplemental post-employment plan for certain management employees. Each
participant’s account is credited annually based upon a percentage of their base salary with each participant’s balance
adjusted quarterly to reflect returns based upon a stock market index. Amounts are paid to participants only after
termination of their employment. The following table presents the expense recorded within SG&A expenses for this
plan:

For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Supplement post-employment plan eXpenses ............c.coevvivecicnianas $ 394 §$ 519 §$ 431
14. Income Taxes
The components of income (loss) before income taxes consist of the following:
For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010
UNIEEA SEALES -eneeeeeeeeeeeeeeeeeteeteeteeneeeeaseesbeebeereessesenesssssaesssessnasncens $ 3010 $ 14,737 $ (4,399)
FOTEIZN ..ottt et m s 5,839 17,685 22,770
$ 8,849 § 32422 % 18,371
The components of the (Benefit) provision for income taxes consist of the following:
For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010
CUITENL: «oeveeirerveeeeireeeeetreeeeireeeeaneaesseeesseneeesaesesessasssbaneessatessonbaranees
FEAETAL.....ocvieeeeieeeceeieeteet ettt shenis $ 457 $ 35 (48)
SEALE c.vveeeeecrieeeereereereeseeseeseerbe s esne e et et e b e et e et aa e e e b s s baan 69 — —
FOTEIZN c.voveierieciieece ettt er et e s 4,549 6,844 8,325
5,075 6,847 8,277
DELEITEA: ..ottt ettt
FeAeral...o.oviieieiicierereeree ettt (2,733) — —
SEALE ...eeeeeeeee e rcrreeeetereete e aeseen e e se e e b st sre e e sa e e ene s (3,285) — -
FOTEIEI ...ttt enn (1,036) 486 (591)
(7,054) 486 (591)
(Benefit) provision for inCOME taxes..........cocorueeerivererererereeenianns $ (1,979) $ 7333 $ 7,686
The significant components of the Company’s deferred tax assets and liabilities consist of the following:
June 24, 2012 June 26, 2011
Deferred tAX ASSELS: ....eeveerieeerreriererereieeriteeee et nr bbb e e s b e e b b er e re s b e e esa s
Investments in unconsolidated affiliates...........cccoerreverercreneenerenennceees $ 9,109 $ 11,918
SHALe tAX CTEAIIS c.vvveveeieieeeeerrietiecre e e eeeeereee b e et ee bt e s ssee s bt e e sieeeennsssbatssananaresentneeares 343 510
Accrued liabilities and valuation TESEIVES ........cocvveiiiiieierriurerereiiteeenireesenrensiieee e 4,523 4,629
Net operating 108s carTyfOrwards...........ocovvireiieniniiniii s 10,135 19,828
INEANGIDIE ASSELS ......oeeeeeieieererirerteeereeeee e st b ss sttt 6,961 7,797
FOreign tax Credits.......coueucuciiiiuiiiiiiiiiiiecic ettt 2,588 9,757
Incentive COMPENSALION PIANS .....c.ccvereruiiiiiiiiierisrrieete ettt 2,574 1,784
OhET TLEIMIS ...ttt te et et et et e e b e nese e e sa e sasebs s s e e b s r et e eneeres 3,112 3,052
Total gross deferred tax @SSELS .........ocvuvuiiiiriireiiniiiniceeee e 39,345 59,275
Valuation llOWANCE ...........couerrerrieeeee et eeeeee et st e e ne st sressr s e n e srsasae e ess (13,911) (30,164)
Net deferred taX aSSELS .....oviivvieeeceeeierteerteerereeeeeseee e ereeeeetesssse s s enssrsesssesbees 25,434 29,111
Deferred tax HabIlitIEs: ... .cooviiviereeeieeteereeteriesteeee et et st rere s sts e e e e senss s enbeenens
Property, plant and eqUIPMENL..........ccccoiiiiiiiiiiiiiee e 9,218 13,006
Unremitted foreign €armings...........coeerivieiniiinieomiiinneie ettt 7,109 12,264
(01111=) SUUTTT SO OUss UT T SOU OO PO PP PPOPOTOROPRRRRY 804 2,421
Total deferred tax Habilities ......cveeveerireeeierenieeeeeeeieii it 17,131 27,691
Net dEfEITE tAX ASSEL ...ovveevireiiieireeeeereeeteereeresreeenesebeseeseseeseseesrsesssnsesssssssesseesnas $ 8,303 1,420
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In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. The Company considers the scheduled reversal of taxable temporary differences, taxable income in
carryback years, projected future taxable income and tax planning strategies in making this assessment.

At the beginning of the fourth quarter of fiscal year 2012, the Company’s valuation allowance related primarily to its
deferred tax assets for domestic federal and state net operating loss carryforwards, equity investments and foreign tax
credit carryovers and foreign net operating loss carryforwards and equity investments. The Company’s domestic
operations have experienced positive operating results in recent years (for both reported book and taxable income
amounts) and the Company projects taxable income for future years due, in part, to the expected reductions in interest
expense as a result of the recently completed debt refinancing. The Company will need to generate future taxable
income of $21,826 prior to the expiration of the federal net operating loss carryforwards in 2030 in order to fully realize
the domestic deferred tax assets. During the fourth quarter of fiscal year 2012, the Company concluded that its
cumulative profitability in recent years and projected future taxable income provided sufficient positive evidence that
future tax benefits related to $6,256 of its domestic deferred tax assets will more likely than not be realized and the
Company recorded a reduction to the valuation allowance. Of this amount, $6,017 was recorded as a benefit for deferred
income taxes as a component of net income and $239 was recorded as a component of other comprehensive income.

The balances and activity for the Company’s deferred tax valuation allowance are as follows:

For the Fiscal Years Ended
June 24,2012 June 26, 2011 June 27, 2010
Balance at beginning of the Year...........cccooovrviiniinnnssenensnenen. $ (30,164) $ (39,988) $ (40,118)
Charged to costs and eXPenses .........coovviruivvirieennsinieerinsesneenesenes 15,847 8,815 (3,574)
Charged to other aCCOUNTS ....c.cveveeerericiiiiiiiiciee et 239 - —
DEAUCHIONS ...oovviiieiicieeeeiteeitreertreee e e esveeesbteesseeesrenenesesveesmrasesanssnne 167 1,009 3,704
Balance at end of YEar.........ocoeeeieueucueineetriririne e $ (13911) $ (30,164) $ (39,988)

As of June 24, 2012, the Company’s valuation allowance includes $11,194 for reserves against certain domestic deferred
tax assets primarily related to equity investments and foreign tax credit carryforwards as well as $2,717 for reserves
against certain deferred tax assets of the Company’s foreign subsidiaries that are primarily related to net operating loss
carryforwards and equity investments.

During fiscal year 2012, the Company’s valuation allowance declined $16,253. This decrease consists of the $6,256
reduction discussed above, $11,242 primarily due to the utilization of domestic federal and state net operating loss
carryforwards during the year, partially offset by $1,245 related to certain foreign equity investments. In fiscal year
2011, the valuation allowance decreased $9,824 primarily as a result of the decrease in temporary differences, the effects
of the change in the indefinite reinvestment assertion, and the utilization of federal net operating loss carryforwards. In
fiscal year 2010, the valuation allowance decreased $130 primarily as a result of a decrease in temporary differences and
the expiration of state income tax credit carryforwards which were offset by an increase in federal net operating loss
carryforwards.

During fiscal year 2011, the Company changed its indefinite reinvestment assertion related to approximately $26,630 of
the earnings and profits held by Unifi do Brazil, Ltda. (“UDB”). During fiscal year 2012, the Company increased its
indefinite reinvestment assertion by $17,040 and subsequently reduced the assertion by $23,359 for dividends received
from UDB. At the end of fiscal year 2012, the Company has plans to repatriate $20,311 of future cash flows generated
from its operations in Brazil and has established a deferred tax liability of $7,109 to reflect the additional income tax that
would be due as a result of these plans. As of June 24, 2012, the $74,783 of undistributed earnings of the Company’s
foreign subsidiaries is deemed to be permanently invested and any applicable U.S. federal income taxes and foreign
withholding taxes have not been provided on these earnings. If these earnings had not been permanently reinvested,
deferred taxes of approximately $26,174 would have been recognized.
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The provision for income taxes computed by applying the federal statutory tax rate as reconciled to the actual (benefit)
provision for income taxes is as follows:

For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Federal statutory tax rate............ccoeeiveieiiiiriiiiniierieieenean 35.0% 35.0% 35.0%
State income taxes, net of federal tax benefit.......................... 0.5 1.1 0.4)
Foreign income taxed at different rates.................c.coooeiiinn (7.3) (1.2) (5.6)
Repatriation of foreign earnings............c.c.ovevevivviiniiennnnnen. 71.6 6.3 8.4
Unremitted foreign earnings, net of foreign tax credit............... 54.2 11.9 —
North Carolina investment tax credit expiration...................... 03 2.8 52
Change in valuation allowance...............c.c.ooiiiiiiiniiiinn.. (180.2) (34.8) 0.4)
Nondeductible expenses and other.................ccoooviiiiinininnnn, 3.5 1.5 0.9)
Effective tax rate..........ooiiiinie i (22.4%) 22.6% 41.8%

The Company’s effective tax rate for the year ended June 24, 2012 was significantly impacted by the decrease in the
valuation allowance due to the $6,017 reversal and the utilization of federal and state net operating loss carryforwards
during the year, partially offset by the current year repatriation of foreign earnings as well as the tax effect of changes in
future repatriation plans.

As of June 24, 2012, the Company has $21,038 of federal net operating loss carryforwards and $36,778 of state net
operating loss carryforwards that may be used to offset future taxable income. In addition, the Company has $2,588 of
foreign tax credit carryforwards (of which $1,680 are offset by valuation allowances), $167 of federal tax credit
carryforwards and $185 of North Carolina investment tax credit carryforwards. These carryforwards, if unused, will
expire as follows:

Federal net operating loss carryforwards 2029 through 2030
State net operating loss carryforwards 2013 through 2032
Foreign tax credit carryforwards 2021

Federal tax credit carryforwards 2022 through 2032
North Carolina investment tax credit carryforwards 2013 through 2016

The Company also has an alternative minimum tax credit carryforward of approximately $541 for federal income tax
purposes that does not expire.

A reconciliation of beginning and ending gross amounts of unrecognized tax benefits is as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Balance at beginning of the year.............ccccecviveviecineeenerieeneeienens $ 775 $ 374§ 2,167
Gross increases related to current period tax positions .................... 6 22 —
Gross increases related to tax positions in prior periods .................. 400 379 —
Gross decreases related to settlements with tax authorities.............. — — —
Gross decreases related to lapse of applicable statute of limitations 27 — (1,793)
Balance at end of Year.........cccecveveeevueeiiienieienieieeeesreseete s sreseseens $ 1,154 $ 775 $ 374

Recognition of $1,154 of previously unrecognized tax benefits would have an impact on the Company’s effective tax
rate. Interest and penalties recognized by the Company within income tax expense were $9, $552 and $0 for the fiscal
years ended June 24, 2012, June 26, 2011, and June 27, 2010, respectively. The Company has $561 and $552 accrued
for interest and/or penalties related to uncertain tax positions as of June 24, 2012 and June 26, 2011, respectively.

The Company and its domestic subsidiaries file a consolidated federal income tax return as well as income tax returns in
numerous state and foreign jurisdictions. The tax years subject to examination vary by jurisdiction. The Company
regularly assesses the outcomes of both completed and ongoing examinations to ensure that the Company’s provision for
income taxes is sufficient. Currently, the Company is subject to income tax examinations for U.S. federal income taxes
for fiscal years 2006 through 2012, for foreign income taxes for tax years 2002 through 2012, and for state and local
income taxes for tax years 2002 through 2012. During the fourth quarter of fiscal year 2012, the Internal Revenue
Service notified the Company of its intent to audit the 2010 tax year.
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15. Shareholders’ Equity

On October 27, 2010, the shareholders of the Company approved a reverse stock split of the Company’s common stock
(the “reverse stock split”) at a ratio of 1-for-3. The reverse stock split became effective November 3, 2010. The
Company had 20,060 shares of common stock issued and outstanding immediately following the completion of the
reverse stock split. The Company is authorized in its Restated Certificate of Incorporation to issue up to a total of
500,000 shares of common stock at a $0.10 par value per share which was unchanged by the amendment. All share and
per share amounts have been retroactively adjusted to reflect the reverse stock split.

No dividends were paid in the last three fiscal years.

Effective July 26, 2000, the Company’s Board of Directors (“Board”) authorized the repurchase of up to 3,333 shares of
its common stock of which approximately 1,064 shares were subsequently repurchased. The repurchase program was
suspended in November 2003. There is remaining authority for the Company to repurchase approximately 2,269 shares
of its common stock under the repurchase plan. The repurchase plan has no stated expiration or termination date.

16. Stock Based Compensation

On October 29, 2008, the shareholders of the Company approved the 2008 Unifi, Inc. Long-Term Incentive Plan (“2008
LTIP”). The 2008 LTIP authorized the issuance of up to 2,000 shares of common stock pursuant to the grant or exercise
of stock options, including incentive stock options, non-qualified stock options and restricted stock, but not more than
1,000 shares may be issued as restricted stock. Option awards are granted with an exercise price not less than the market
price of the Company’s stock at the date of grant. The 2008 LTIP replaced the 1999 Unifi, Inc. Long-Term Incentive
Plan (“1999 LTIP”), however, prior grants outstanding under the 1999 LTIP remain subject to that plan’s provisions.

Stock options subject to service conditions

During fiscal year 2012, the Compensation Committee of the Board (“Compensation Committee™) authorized, and the
Company issued, 127 stock options under the 2008 LTIP to certain key employees. The stock options vest ratably over
the required three year service period and have ten year contractual terms. The exercise price of the options was $12.47
per share. The Company used the Black-Scholes model to estimate the weighted average grant date fair value of $7.88

per share.
There were no options granted during fiscal year 2011.

During fiscal year 2010, the Compensation Committee authorized, and the Company issued, 567 stock options under the
2008 LTIP to certain key employees and certain members of the Board. The stock options vest ratably over the required
three year service period and have ten year contractual terms. The exercise price of the options was $5.79 per
share. The Company used the Black-Scholes model to estimate the weighted average grant date fair value of $3.34 per
share.

For options granted, the valuation models used the following assumptions:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
Expected term (YEars) ......ccccveeeerieeeieeieeieeeenieenieesveeereesseeesveessesves 6.3 — 5.5
INEETESE TALE. ...c.eeveeeeeercriieie sttt ettt s e e saabesae e 2.0% — 2.8%
VOLatIlItY c..eoeeireirieerec ettt s e e e e e e ae s saesaennens 68.2% — 63.6%

Dividend yi€ld......c.cc.oooiiiiiiriniiiiccneee e — — —

The Company uses historical data to estimate the expected life, volatility and estimated forfeitures. The risk-free interest
rate for the expected term of the option is based on the U.S. Treasury yield curve in effect at the time of the grant.
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A summary of the Company’s non-vested shares related to options subject to service conditions as of June 24, 2012, and
changes during the current fiscal year is as follows:

Weighted
Average
Under the Under the Grant Date
1999 LTIP 2008 LTIP Total Shares Fair Value
Non-vested at June 26, 2011 .......ccoeveeenencnenne. — 373 373 $ 3.34
Granted......c.coovevveeeeeeeeeeeeiieeeeeeeeeeesesiaesseseneeanes — 127 127 $ 7.88
VESIEA .ttt e etee e e e e e sraeeens — (186) (186) $ 3.34
FOTFEIed. ..ottt — 2 ) $ 3.31
Non-vested at June 24, 2012 ........ceeeereericcreeenne — 312 312 $ 5.19

The following table sets forth the exercise prices, the number of options outstanding and exercisable, and the remaining
contractual lives of the Company’s stock options subject to service conditions for selected price ranges as of June 24,
2012:

Options OQutstanding Options Exercisable
Weighted Average
Number of Weighted Contractual Life Number of Weighted
Options Average Remaining Options Average
Exercise Price Outstanding Exercise Price (Years) Exercisable Exercise Price

$ 573 - $10.00 833 $ 6.72 5.7 648 § 6.99
$10.01 - $20.00 179 $ 11.92 7.5 52 3 10.59
$20.01 - $29.79 4 3 21.13 1.5 4 3 21.13
Totals 1,016 § 7.70 6.0 704 $ 7.34

At June 24, 2012, the remaining unrecognized compensation cost related to the unvested stock options subject to service
conditions was $443 which is expected to be recognized over a weighted average period of 2.0 years.

Stock options subject to market conditions

There were no options granted during fiscal years 2012, 2011 and 2010 that contained market condition vesting
provisions. A summary of the Company’s non-vested shares related to options subject to market conditions as of June
24,2012, and changes during the current fiscal year is as follows:

Weighted
Average
Under the Under the Grant Date
1999 LTIP 2008 LTIP Total Shares Fair Value
Non-vested at June 26, 2011 .......ccccovvevvericrinene. 494 83 577 $ 5.66
GIANEA.......oeeeeeeeierieeeereeieie et seene e — — — 3 —
VESEEA v — — — 3 —
FOTFEIEA vvvvorveoeeeeeeeverereeseseeseeeeseseesesieessns — (10) (10) $ 7.47
Non-vested at June 24, 2012 .........cooeeeereeverennen. 494 73 567 $ 5.63

The stock options are subject to a market condition which vests the options on the date that the closing price of the
Company’s common stock has been at least $18, $24 or $30 per share (depending on the terms of the specific award) for
thirty consecutive trading days.
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The following table sets forth the exercise prices, the number of options outstanding and exercisable, and the remaining
contractual lives of the Company’s stock options subject to market conditions, for selected price ranges as of June 24,

2012:

Options Outstanding Options Exercisable
Weighted Average
Number of Weighted Contractual Life Number of Weighted
Options Average Remaining Options Average
Exercise Price Outstanding Exercise Price (Years) Exercisable Exercise Price

$ 800 - $ 10.00 494 $ 8.15 53 — 3 —
$1001 - § 1248 73 3 12.48 6.4 — 5 —
Totals 567 § 8.71 5.5 — 3 .

The remaining unrecognized compensation cost related to the stock options subject to market conditions at June 24,
2012 was nil.

The stock option activity for the fiscal year ended June 24, 2012 for all plans and all vesting conditions is as follows:

Weighted
Options Average
Outstanding Exercise Price

Shares under option at June 26, 2011 .......ccccecevveriiniireninniiiiiee e 1,692 $ 9.62
GIANLEA...... ettt etteete e e e eseeaseeeseesbee s eesessbesseeasseanneseestassaeaessssnnteneeesesasenes 127  $ 12.47
EXEICISEA..o...vvevieeeieeeeeieeenievieteeeseeseseeseseseesesebeseessbast et esbessensaseasenessentesnatesensesessenerecanen (10) $ 7.24
EXPITEA.......vctiiicreteeiietcesi et setebete et b et stesta e eae e s st sssas s bbb bessansrsbe s s be s s e nene 214) $ 22.78
FOT IO ...ttt et et e ee e ettt esb e e s s e sseese et sevessaesesstebaese st euesreeaseneenteee 12) $ 11.35
Shares under option at June 24, 2012........c.cccvuevevrrerernriceriiiiiciiee e 1,583 § 8.06

For the fiscal years ended June 24, 2012 and June 26, 2011, the total intrinsic value of options exercised was $40 and
$155, respectively. The amount of cash received from the exercise of options was $71 and $146 for the fiscal years
ended June 24, 2012 and June 26, 2011, respectively. There were no options exercised in fiscal year 2010. The tax
benefit realized from stock options exercised was not material for all periods presented.

The following table presents certain required stock option information for awards granted under the 2008 LTIP and the
1999 LTIP as of and for the year ended June 24, 2012:

Number of options vested and exXpected t0 VESL ..........ccccoiiuiviiiiiniiiinic e 1,568
Weighted average price of options vested and expected t0 VSt ..........oierririeiiiniiiininninneecenecnne $ 8.08
Intrinsic value of options vested and expected t0 VESt ...........ccociviiiiiniiriinine i $ 6,285
Weighted average remaining contractual term of options vested and expected to vest (years) ................ 5.8
Number of options exercisable as of June 24, 2012.........c.cccouviinniiiniiniin e 704
Weighted average exercise price for options currently exercisable ............coovverieioioiniiiininiineee $ 7.34
Intrinsic value of options currently €XerciSable ...........cceoueeiiiiiiniiiiniiniiee e $ 3,178
Weighted average remaining contractual term of options currently exercisable (years)............cccceorunnnees 5.2

Restricted stock units — non-employee directors

During fiscal year 2012, the Board authorized, and the Company issued, 49 restricted stock units (“RSUs”) under the
2008 LTIP to the Company’s non-employee directors. The RSUs became fully vested on the grant date. The RSUs
convey no rights of ownership in shares of Company stock until such RSUs have been distributed to the grantee in the
form of Company stock. The vested RSUs will be converted into an equivalent number of shares of Company common
stock and distributed to the grantee following the grantee’s termination of services as a member of the Board. The
grantee may elect to defer receipt of the shares of stock in accordance with the deferral options provided under the Unifi,
Inc. Director Deferred Compensation Plan. The Company estimated the fair value of the award to be $9.10 per RSU
based on the fair value of the Company’s common stock at the award grant date.
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During fiscal year 2011, the Board authorized, and the Company issued, 25 RSUs under the 2008 LTIP to the
Company’s non-employee directors. The RSUs were subject to a thirteen month vesting period. The vested RSUs will
be converted into an equivalent number of shares of Company common stock and distributed to the grantee following
the grantee’s termination of services as a member of the Board. The Company estimated the fair value of the award to
be $13.89 per RSU based on the fair value of the Company’s common stock at the award grant date.

A summary of the Company’s RSUs issued to non-employee directors and changes during the current fiscal year consist
of the following:

Weighted

Average Grant

Units Date Fair Value
Non-vested at June 26, 2011 .......ooiieeieeeeeeeeee ettt ee et eetre e et e e earaeeeaees 21 § 13.89
GIANEEA. ...ttt ete et e s eres e esesteen e st eeseeseeseeeeeteaseeseeesseseessansessssbebassassensesean 49 3 9.10
VESEEW ...ttt etie et et eeseetesreseereeessesesteasetesessesassetessataabassasbessessatasaestabasantaransaserns (70) $ 10.56
FOTERIEA ...ttt ettt e e s e e aesan s e sateneeaessabonsanssssstecaserenseonserearas — $ —
Non-vested at JUNE 24, 2012 .....oouvvuevieeeeeeereiereereeeeeeeeeeeeee st eseeesesteasessesesasesansensensas — 3 —

The remaining unrecognized compensation cost related to the unvested RSUs at June 24, 2012 is nil.

Restricted stock units — key employees

During fiscal year 2012, the Compensation Committee authorized, and the Company issued, 64 RSUs from the 2008
LTIP to certain key employees. The RSUs are subject to a vesting restriction and convey no rights of ownership in
shares of Company stock until such RSUs have vested and been distributed to the grantee in the form of Company
stock. The RSUs vest ratably over a three year period. The RSUs will be converted into an equivalent number of shares
of stock on each vesting date and distributed to the grantee, or the grantee may elect to defer the receipt of the shares of
stock until separation from service. If after July 27, 2012 and prior to the final vesting date the grantee has a separation
from service without cause, the remaining unvested RSUs will become fully vested and will be converted to an
equivalent number of shares of stock and issued to the grantee. The Company estimated the grant-date fair value of the
award to be $12.47 per RSU based on the fair value of the Company’s stock at the award grant date.

A summary of the Company’s RSUs issued to key employees and changes during the current fiscal year consist of the
following;:

Weighted

Average Grant

Units Date Fair Value
Non-vested at JUNE 26, 2011 .....oovooveeirieeeieeeeeteteteeteere et e e eens e eestebeeensessennas — 3 —
GIANLEA. c....eevieieeeeeee ettt e et ee e et sb e eteebssasesteasasbebessenbesheabeabesaeeresasersesnassansensasnansan 64 $ 12.47
VESEEA .ot eeaee s st e ess s s eaess et et eataseses s s eseas s esenners s esesesasesennesetennasesesees — 8 —
FOTERILEA e e ettt ee et ee s s es et st e st esesresse st ssesassrestensasesaesentensararesnensns — $ —
Non-vested at JUNE 24, 2012 .......oovvveeeieeeeeereeee ettt et s e v te e sbeseesaeer e sesseebenns 64 § 12.47

The remaining unrecognized compensation cost related to the unvested RSUs at June 24, 2012 is $78, which is expected
to be recognized over a weighted average period of 0.1 years.

During fiscal year 2011, the total intrinsic value of all RSU’s converted to shares of Company stock was $70. There
were no RSU’s converted during fiscal year 2012 or during fiscal year 2010.

The following table presents certain required information for RSU’s granted under the 2008 LTIP as of June 24, 2012:

Number 0f RSU’S XPECIEA t0 VESL......coieuiiieieieiiieectee sttt sees et s sa s b st ssssae s 64
Weighted average price of RSU’s expected t0 VESt ... $ —
Intrinsic value of RSUSs eXpected t0 VESE .....cccovviiiiiiiiiiiiiiiiti ettt $ 761

Weighted average remaining contractual term of RSU’s expected to Vest ...........ccocciveniiiniciiiiinnns —
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Summary:
The total cost charged against income related to all stock based compensation arrangements was as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Stock options subject to service conditions............ceceererereeererinecnene $ 774 $ 594 § 1,014
Stock options subject to market conditions.........c...eeevererrecreeneennne — 47 1,110
RSUs issued to non-employee directors..........cceeeevevvennerseeecencnnne. 566 234 —
RSUs issued to key employees .........ccoovuvroieniienienenreienireieecenen 714 — —
Total COMPENSALION COSL....cevevereerrrrrreieirerereerieeereereeseeeeeseenens $ 2,054 % 875 $ 2,124

The total income tax benefit recognized for stock based compensation was not material for all periods presented.

As of June 24, 2012, total unrecognized compensation costs related to all unvested stock based compensation
arrangements was $521. The weighted average period over which these costs are expected to be recognized is 1.7 years.

As of June 24, 2012, a summary of the number of securities remaining available for future issuance under equity
compensation plans is as follows:

Authorized under the 2008 LTIP ......oviiviioiiiiieieeeieiiiieee e eeeevesinrteeseeessesenereeesesssssssesessssssesesesesssssssesesesans 2,000
Less: Market condition Options granted ............ecevverererireireiennnerteceteeeseteseesessesseesesseesesanesesanesanses (93)
Less: Service condition Options Sranted...........eeeveerverirrerierieiereerieereesreerseeseecresesesessesessssesessssssessesssaes (694)
Less: RSUs granted to non-employee dir€CtOTS .......c.everuiiierrenrintiirerieireriiiesrestesteeeeneseense st seesnesaesnesannens (75)
Less: RSUs granted to Key €MPIOYEES ......c.ceveiirieriiriinieiereretiirtee e seeeseese st eses s eteseesesae st ssnesaennessensesacs (64)
Plus: Options fOrfEItEd ..........ceueereiriieirre ettt et eae et es e es et esae e st ne e sasneseasesssasasanes 27
Plus: RSUS fOIfEIted........ccvirieeeiecerceeeecie ettt et e st sttt s te et e et e s e e e s eressas st ssnesmeeenesssoans -
Available for issuance under the 2008 LTI .........ccoeviiomemieeeeieeee ettt eetee e e e e are e s ren e seasaaens 1,101

17. Defined Contribution Plan

The Company matches employee contributions made to the Unifi, Inc. Retirement Savings Plan (the “DC Plan”), an
existing 401(k) defined contribution plan, which covers eligible domestic salary and hourly employees. Under the terms
of the DC Plan, the Company matches 100% of the first three percent of eligible employee contributions and 50% of the
next two percent of eligible contributions. In March 2009, the Company suspended its match due to economic
conditions and in January 2010, the Company reinstated its matching contributions.

The following table presents the employer contribution expense related to the DC Plan incurred each year:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Matching contribution EXPense ..........cccecvevvereeerernererieererinsneseerenaens $ 2,012 § 2,100 $ 895

18. Accumulated Other Comprehensive Income
The components and the changes in Accumulated other comprehensive income, net of tax as applicable, consist of the

following:

Foreign Accumulated
Currency Derivative Other

Translation Financial Comprehensive

Adjustments Instruments Income
Balance at JUne 27, 2010........ccooueveiieeeeeieeeeeeeeecreeeereeees e nenens $ 10,128 $ - 3 10,128
Other comprehensive income (108s) aCtIVItY ........ccceverveeerrenercncnnne 14,702 (1,054) 13,648
Balance at June 26, 201 1........coooiiiiiiiiiiiicreeeeee e cererer e e 24,830 (1,054) 23,776
Other comprehensive income (10SS) aCHVILY ..c..coeeerrerieeeeencenncns (22,813) (935) (23,748)
Balance at June 24, 2012.........ooooeeeiereeeiereeeeecreerecreereeeneeenereens $ 2,017 $ (1,989) $ 28

Derivative financial instruments includes $1,214 and $646 for losses on cash flow hedges related to one of the
Company’s unconsolidated affiliates at June 24, 2012 and June 26, 2011, respectively. The cumulative tax benefit on
derivative financial instruments was $239 and $0 at June 24, 2012 and June 26, 2011, respectively.
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19. Computation of Earnings Per Share
The computation of basic and diluted earnings per share (“EPS”) was as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010

Basic EPS
Net income attributable to Unifi, InC. .......cccoovveeiviviecieiceien e $ 11,491 $ 25,089 $ 10,685
Weighted average common shares outstanding ...........ccccoeeeeenenene 20,088 20,065 20,325
Basic EPS......ooviuiiereececieieeeieetestsae e seses e esesnnn s et s s $ 057 $ 125 $ 0.53
Diluted EPS
Net income attributable to Unifi, INC. ......coooeeveecinieinnieienecrecinienne $ 11,491 § 25,089 $ 10,685
Weighted average common shares outstanding ..............cocceeeeeeen 20,088 20,065 20,325
Net potential common share equivalents - stock options and

RSUS oottt sttt e e e e 306 420 147
Adjusted weighted average common shares outstanding................. 20,394 20,485 20,472
Diluted EPS.......oonreeeietteteeere ettt e $ 056 $ 122 § 0.52
Excluded from the calculation of common share equivalents:
Anti-dilutive common share equivalents..............cccovviereiniciennnnen 184 221 284
Excluded from the calculation of diluted shares:
Unvested options that vest upon achievement of certain market

CONAILIONS ......viiirietieieeeiei ettt ereen 567 577 583

The calculation of earnings per common share is based on the weighted average number of the Company’s common
shares outstanding for the applicable period. The calculation of diluted earnings per common share presents the effect of .
all potential dilutive common shares that were outstanding during the respective period, unless the effect of doing so is
anti-dilutive. Common share equivalents where the exercise price is above the average market price are excluded in the
calculation of diluted earnings per common share.

20. Derivative Financial Instruments

The Company may use derivative financial instruments such as foreign currency forward contracts or interest rate swaps
to reduce its ongoing business exposures to fluctuations in foreign currency exchange rates or interest rates. The
Company does not enter into derivative contracts for speculative purposes.

Interest rate swaps

On February 15, 2011, the Company entered into a twenty-seven month, $25,000 interest rate swap with Bank of
America, N.A. to provide a hedge against the variability of cash flows (monthly interest expense payments) on the first
$25,000 of LIBOR-based variable rate borrowings under the Company’s prior revolving credit facility. The interest rate
swap allows the Company to fix the LIBOR rate at 1.39% and terminates on May 17, 2013. On August 5, 2011, the
Company entered into a twenty-one month, $10,000 interest rate swap to provide a hedge against the variability of cash
flows related to additional variable rate borrowings under the revolving credit facility. This interest rate swap allows the
Company to fix the LIBOR rate at 0.75% and terminates on May 17, 2013. On May 18, 2012, the Company entered into
a five year, $50,000 interest rate swap with Wells Fargo to provide a hedge against the variability of cash flows related
to additional variable rate borrowings under the Company’s new ABL Revolver and ABL Term Loan. This interest rate
swap increases to $85,000 in May 2013 (when the $25,000 and $10,000 interest rate swaps with Bank of America, N.A.
terminate) and then decreases $5,000 per quarter beginning in August 2013 until the balance again reaches $50,000 in
February 2015 (where it will remain through May 2017). This interest rate swap allows the Company to fix the LIBOR
rate at 1.06% and terminates on May 24, 2017.

The Company has designated these swaps as cash flow hedges and determined that they are highly effective. At June
24, 2012, the amount of pre-tax loss recognized in Accumulated other comprehensive income for the Company’s cash
flow hedge derivative instruments was $1,015. For the fiscal year ended June 24, 2012, the Company did not reclassify
any gains (losses) from Accumulated other comprehensive income to Interest expense and does not expect to do so
during the next twelve months.
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Foreign currency forward contracts
The Company or its subsidiaries may enter into foreign currency forward contracts as economic hedges for exposures

related to certain sales, inventory purchases and equipment purchases which are denominated in currencies that are not
its functional currency. As of June 24, 2012, the latest maturity date for all outstanding foreign currency forward
contracts is during July 2012. These items are not designated as hedges by the Company and are marked-to-market each
period and offset by the foreign exchange (gains) losses resulting from the underlying exposures of the foreign currency
denominated assets and liabilities.

The fair values of derivative financial instruments were as follows:

As of June 24, 2012: Notional Amount USD Equivalent Balance Sheet Location Fair value
Foreign exchange

contracts MXN 6,500 $ 497 Other Current Assets $ 28
Interest rate swaps usD $ 85,000 $ 85,000 Other long-term liabilities $ (1,015)
As of June 26, 2011: Notional Amount USD Equivalent Balance Sheet Location Fair value
Foreign exchange

contracts MXN 9,200 $ 770 Accrued expenses $ )
Interest rate swaps USD $ 25,000 $ 25,000 Other long-term liabilities $ (408)

(MXN represents the Mexican Peso)

The fair values of the Company’s foreign exchange contracts and interest rate swaps are estimated by obtaining month-
end market quotes for contracts with similar terms.

The effect of marked-to-market hedging derivative instruments was as follows:
For the Fiscal Years Ended

June 24, June 26, June 27,
Derivatives not designated as hedges: Classification: 2012 2011 2010
Foreign exchange contracts — MXN/USD Other operating expenses, net $ 45 3 89 § 101
Foreign exchange contracts — USD/$R Other operating expenses, net 2) 27 11
Foreign exchange contracts — EU/USD Other operating expenses, net — (287) 47
Total (gain) loss recognized in income $ 47 $ a71) $ 159

(EU represents the Euro; $R represents the Brazilian Real)

By entering into derivative instrument contracts, the Company exposes itself to counterparty credit risk. The Company
attempts to minimize this risk by selecting counterparties with investment grade credit ratings, limiting the amount of
exposure to any single counterparty and regularly monitoring its market position with each counterparty. The
Company’s derivative instruments do not contain any credit risk related contingent features.
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21. Fair Value of Financial Instruments and Non-Financial Assets and Liabilities
The Company’s financial assets and liabilities accounted for at fair value on a recurring basis and the level within the
fair value hierarchy used to measure these items are as follows:

Assets (Liabilities) at Fair Value

as of June 24, 2012
Level 1 Level 2 Level 3
Foreign exchange derivative CONtracts.............cooeeeeeeeereuemiueucrcurenens $ — 5 28 $ —
TOAL ASSELS...veeeeeeeieteeceietereetesteeeseeeesesebeseeresesesessessesessansesesssarens $ — § 28 $ —
Interest rate derivative CONTACES ........cooveeoeeerircrrererereeneenrenencreeinns 3$ — § (1,015) § —
Total HabIItEs .oveerereeereeeeeercrerrese ettt $ — 3 (1,015) $ —
Assets (Liabilities) at Fair Value
as of June 26, 2011
Level 1 Level 2 Level 3
Foreign exchange derivative contracts............ccccccoevvnivinninncncnnnn $ $ 2) $ —
Interest rate derivative CONtracts ...........ooceeveereeevieeneenrennenienieinienns — (408) —
TOtal HADIHUES ...vooveiviereireeeieeeteeie ettt sttt e eenene $ — $ 410) $ —

There were no financial instruments measured at fair value that were in an asset position at June 26, 2011. The
Company did not have any non-financial assets or liabilities that were required to be measured at fair value on a
recurring basis.

The carrying amounts of cash and cash equivalents, receivables, accounts payable and accrued expenses approximated
fair value as of June 24, 2012 and June 26, 2011 because of their short-term nature. As of June 24, 2012, the fair value
of the Company’s long-term debt obligations approximated their carrying amounts as there have been no changes to the
Company’s credit risk profile or the interest rates available to the Company for issuances with similar terms and average
maturities.

22. Other Operating Expense (Income), Net
The components of Other operating expense (income), net consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010

Operating expenses for Renewables ..., $ 1,633 $ — 3 —
Net loss on sale or disposal of aSSets........cccocvvivvvierniininiinenn. 369 368 680
Foreign currency transaction (gains) 10SSes ...........ccceveiiinineninnnens 270 19) (145)
Restructuring charges, Net..........cccoocviviiiiniinniinieneneeeine 71 1,484 739
Impairment of long-lived assets............ccoevivneiiiicineiniinceee — — 100
Gain from sale of nitrogen credits............ccocevverivneninicniiniinninens — — (1,400)
OLhEE, NEL.....veveveeieieeecieiei ettt er s s (272) (228) (168)

Total other operating expense (income), Net ..........cccccevirerrnnenn. $ 2,071 $ 1,605 $ (194)

Operating expenses for Renewables include amounts incurred for employee costs, land and equipment rental costs,
operating supplies, product testing, administrative costs and depreciation and amortization charges. Certain of
Renewables’ land and equipment costs are contracted with an employee of Renewables. Impairment of long-lived assets
relates to the Company’s fiscal year 2010 disposal of certain assets in Kinston, North Carolina. Other, net consists
primarily of rental income.

The components of restructuring charges, net consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Equipment reloCation COSES ...........cocvummrmiinmnismineiniiiieeeinssninaes $ — § 948 § 770
Reinstallation COSES ......cccoerrrieriniiriiiireinieie e — 628 —
OBRET .ttt ettt sttt b bbb s 71 (92) (31)
Total restructuring Charges, Net .........cccoveeveeeerereneriererenrereennnnnnnns $ 71 § 1,484 $ 739
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On January 11, 2010, the Company announced the creation of Unifi Central America, Ltda. de C.V. (“UCA”). With a
base of operations established in El Salvador, UCA serves customers primarily in the Central American region. The
Company began dismantling and relocating certain polyester equipment from its Yadkinville, North Carolina facility to
the region during the third quarter of fiscal year 2010 and completed the startup of the UCA manufacturing facility in the
second quarter of fiscal year 2011. The costs incurred for the relocation of equipment to UCA and reinstalling previously
idled texturing equipment to replace the manufacturing capacity at the Company’s Yadkinville, North Carolina facility
were charged to restructuring expense as incurred.

23. Other Non-Operating Expense, net
The components of Other non-operating expense, net consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Write-down of previously held equity interest...........coooeeeeiennennne. $ 3,656 $ — —
Refund of Brazilian non-income related tax ........c.cccocvvrerininnnnne (1,488) — —
Unsuccessful bond refinancing Costs ........ccovevviniininvinineniiinienennnn — 528 —
OFRET ..ottt sttt — 78 —
Total other non-operating €Xpense, Nt ............coceeeererrcrerereniinns $ 2,168 $ 606 $ —

During fiscal year 2012, the Company’s Brazilian operation recorded a gain of $1,488 from a refund of non-income
related taxes plus interest. During the 2000-2004 tax years UDB paid a tax based on gross revenue to the Brazilian
federal government, which included a tax on interest income. The interest income portion of the tax was successfully
challenged in the Brazilian courts. The taxes paid plus accrued interest were refunded to UDB during the December
2011 and March 2012 quarters.

24. Investments in Unconsolidated Affiliates and Variable Interest Entities

Parkdale America, LLC

In June 1997, the Company and Parkdale Mills, Inc. (“Mills”) entered into a Contribution Agreement that set forth the
terms and conditions by which the two companies contributed all of the assets of their spun cotton yarn operations
utilizing open-end and air-jet spinning technologies to create Parkdale America, LLC (“PAL”). In exchange for its
contribution, the Company received a 34% ownership interest in PAL which is accounted for using the equity method of
accounting. Effective January 1, 2012, Mills’ interest in PAL was assigned to Parkdale Incorporated. PAL’s fiscal year
end is the Saturday nearest to December 31 and is a limited liability company treated as a partnership for income tax
reporting purposes. PAL is a producer of cotton and synthetic yarns for sale to the textile and apparel markets located
throughout North and South America. PAL has 13 manufacturing facilities located primarily in the southeast region of
the U.S. According to its most recently issued audited financial statements, PAL’s five largest customers accounted for
approximately 80% of total revenues and 72% of total gross accounts receivable outstanding, with the largest customer
accounting for approximately 37% of revenues and 37% of accounts receivable.

In August 2008, a federal government program commenced providing economic adjustment assistance to domestic users
of upland cotton. The program offers a subsidy for cotton consumed in domestic production and the subsidy is paid the
month after the eligible cotton is consumed. The subsidy must be used within eighteen months after the marketing year
earned to purchase qualifying capital expenditures in the U.S. for production of goods from upland cotton. The
marketing year is from August 1 to July 31. The program currently provides a subsidy of four cents per pound through
July 31, 2012 and three cents per pound for six years thereafter. The Company recognizes its share of PAL’s income for
the cotton subsidy when the cotton has been consumed and the qualifying assets have been acquired with an appropriate
allocation methodology considering the dual criteria of the subsidy.

On October 28, 2009, PAL acquired certain real property and machinery and equipment, as well as entered into lease
agreements for certain real property, machinery and equipment, which constituted most of the yarn manufacturing
operations of Hanesbrands Inc. (“HBI”). PAL also entered into a yarn supply agreement with HBI to supply at least
95% of the yarn used in the manufacturing of its apparel products at any of its locations in North America, Central
America or the Caribbean Basin for a six-year period with an option for HBI to extend the agreement for two additional

three-year periods.

On March 30, 2011, PAL amended its revolving credit facility to increase the maximum borrowing capacity from
$100,000 to $200,000 and extend the maturity date from October 28, 2012 to July 31, 2014. PAL’s revolving credit
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facility charges a variable interest rate based on either the prime rate or LIBOR rate plus an applicable
percentage. PAL’s revolving credit facility also has covenants in place such as an annual limit on capital expenditures, a
minimum fixed-charge coverage ratio and a maximum leverage ratio. PAL informed the Company that as of June 2012,
PAL’s cash on-hand was $33,855, had no outstanding borrowings on its revolving credit facility and PAL was in
compliance with all debt covenants.

PAL is subject to price risk related to fixed-price yarn sales. To protect the gross margin of these sales, PAL may enter
into cotton futures to manage changes in raw material costs. The derivative instruments used are listed and traded on an
exchange and are thus valued using quoted prices classified within Level 1 of the fair value hierarchy. PAL may aiso
designate certain futures contracts as cash flow hedges with the effective portion of gains and losses recorded in
accumulated other comprehensive income until the underlying transactions are recognized in income. As of June 2012,
PAL’s accumulated other comprehensive income was comprised of losses related to futures contracts totaling
$3,570. Any ineffective portion of changes in fair value of cash flow hedges are recognized in earnings as they
occur. All of PAL’s other derivatives not designated as hedges are marked-to-market each period with the changes in
fair value recognized in current period earnings. In addition, PAL may enter into forward contracts for certain cotton
purchases, which qualify as derivative instruments. However, these contracts meet the applicable criteria to qualify for
the “normal purchases or normal sales” exemption.

As of June 24, 2012, the Company’s investment in PAL was $92,131 and shown within Investments in unconsolidated
affiliates in the Consolidated Balance Sheets. The reconciliation between the Company’s share of the underlying equity
of PAL and its investment is as follows:

Underlying equity as 0f JUNE 201 2.......c.ccucuiiiieiiieieiseieeeiieseestesestesneae st e e vesessessesassesessassesansesesssssesnnns $ 110,711
Initial excess capital CONIIIDULIONS .......ccviiiiiiiiiite ettt s sae b esaesbesanene 53,363
Impairment charge recorded in 2007 ..........cocoiverieinirernenceretee ettt sttt s s e eeane (74,106)
Anti-trust lawsuit against PAL in which the Company did not participate...........cccoeveneevereciereeercnnnecens 2,652
EAP QUSLIMENLS ..ottt et et et e s et e et e st e e e e e e s ee s ee s e st easeesascaaresnrasssanseaseens (489)
Investment aS OF JUNE 2012 ... ..ottt et e et es e e te s e reeeeaeeeseeenes et eeerssesteesabeesaeans $ 92,131

U.N.F. Industries, Ltd.

In September 2000, the Company and Nilit Ltd. (“Nilit”) formed a 50/50 joint venture, U.N.F. Industries Ltd. (“UNF”),
for the purpose of operating nylon extrusion assets to manufacture nylon POY. All raw material and production services
for UNF are provided by Nilit under separate supply and services agreements. UNF’s fiscal year end is December 31st
and it is a registered Israeli private company located in Migdal Ha-Emek, Israel.

UNF America, LLC

In October 2009, the Company and Nilit America Inc. (“Nilit America”) formed a 50/50 joint venture, UNF America
LLC (“UNF America”), for the purpose of operating a nylon extrusion facility which manufactures nylon POY. All raw
material and production services for UNF America are provided by Nilit America under separate supply and services
agreements. UNF America’s fiscal year end is December 31st and it is a limited liability company treated as a
partnership for income tax reporting purposes located in Ridgeway, Virginia.

In conjunction with the formation of UNF America, the Company entered into a supply agreement with UNF and UNF
America whereby the Company agreed to purchase all of its first quality nylon POY requirements for texturing (subject
to certain exceptions) from either UNF or UNF America. The agreement has no stated minimum purchase quantities and
pricing is negotiated every six months, based on market rates. As of June 24, 2012, the Company’s open purchase
orders related to this agreement were $8,727.

The Company’s raw material purchases under this supply agreement consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
UNE ettt ettt ee e s s er e e e sne s s senaees $ 12,875 § 18,698 §$ 14,848
UNF AMEIICA.....uiiiiieiieieciieeieeeitrecttectreceteeeseeesreeseveesreessnesasanasasens 17,956 17,570 9,314
TOAL ..ttt et e $ 30,831 § 36,268 $ 24,162

As of June 24, 2012 and June 26, 2011, the Company had combined accounts payable due to UNF and UNF America of
$4,184 and $4,124, respectively.
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The Company is the primary beneficiary of these entities based on the terms of the supply agreement discussed
above. As a result the Company has determined that UNF and UNF America are variable interest entities (“VIEs”) and,
in accordance with U.S. GAAP, should be consolidated in the Company’s financial results. As the Company purchases
substantially all of the output from the two entities, and, as the two entities’ balance sheets constitutes 3% or less of the
Company’s current assets, total assets and total liabilities, the Company has not included the accounts of UNF and UNF
America in its consolidated financial statements. As of June 24, 2012, the Company’s combined investments in UNF
and UNF America were $3,632 and are shown within Investments in unconsolidated affiliates in the Consolidated
Balance Sheets. The financial results of UNF and UNF America are included in the Company’s financial statements
with a one month lag, using the equity method of accounting and with intercompany profits eliminated in accordance
with the Company’s accounting policy. Other than the supply agreement discussed above, the Company does not
provide any other commitments or guarantees related to either UNF or UNF America.

Unaudited, condensed balance sheet and income statement information for the Company’s unconsolidated affiliates is
presented in the following tables. As PAL is defined as significant, its information is separately disclosed. The
operating results of Renewables are included through the end of the Company’s first quarter of fiscal year 2012, and
thereafter Renewables results have been consolidated.

As of June 24, 2012 (Unaudited)

PAL Other Total
CUITENE ASSELS 1 nveeveveeteiieireerreereeereesseesseesaeeseesesrsesseensesssasssessaesenas $ 259,558 §$ 12,018 $ 271,576
NONCUITENTE ASSELS ..vvveveeerriiieiereeererreeereeeeeeseeesseeessssesssrsnessesaseesassnes 130,677 759 131,436
Current Habilities ......cveeveeiieeieiieieiiieeerecereeerreeeeeeseesreessaesssaasennee e 56,899 4,512 61,411
NONCUITENE HADIIIEIES. ... .eeeeeiveeiieeieieereeeeeereeeeeireeeeeveeesenraeeseeseeeseanns 7,717 — 7,717
Shareholders’ equity and capital accounts .........c.cecvrveceiiiireninnnne 325,619 8,265 333,884
The Company’s portion of undistributed earnings............coeoverueneee. 22,381 769 23,150

As of June 26, 2011 (Unaudited)

PAL Other Total
CUITEIIE ASSELS «.vveveeveeeeeeeeeeeeseeeeeeseeesesemeemeeeaneeessesesestessorssserenseesessanans $ 398,338 $ 13,405 $ 411,743
INONCUITENE ASSELS ....eeeeeiiireeieeearereerreeeeeesseseesssesesasssaasssssesssneasesaseeesens 155,505 9,588 165,093
Current HabIlItIES .....cocvevveevreeerieieeeeeeeseer et esne e eee e seeeseesaeennenne 100,284 5,588 105,872
Noncurrent HHabilIties........ccioiviivevriereinierrirereeeeeerviereeeesenrraresessesenenes 154,054 — 154,054
Shareholders’ equity and capital accounts ............cocvvcvrvrnininnne. 299,505 17,405 316,910

For the Fiscal Year Ended June 24, 2012 (Unaudited)

PAL Other Total
NEE SALES ...oiviiiiiiiirieereeeeeeeereerteerseeresseessrenseesessesssesaessaesnsassenresns $ 1,063,126 $ 31,958 $ 1,095,084
GIOSS PIOTIL ...ttt ettt st en eseaeneae 66,266 3,589 69,855
Income from OPETALIONS .......coerueererrertenerieerenieee e st 57,203 1,414 58,617
NEL INCOIMIE ..coveeieeeeeeiieieeeeeceirreeeeeieiassreeaeeesesrasasaesssssnrereesanesassrsene 56,069 1,461 57,530
Depreciation and amortiZation ............c.coccccviviininnininnneciesie e, 33,549 131 33,680
Cash received by PAL under EAP program............cccooovnienene. 22,090 — 22,090
Earnings recognized by PAL for EAP program............cccocovieenenns 21,769 — 21,769
Dividends and cash distributions received...........ccoeeviiviieeeeencieeenne 9,616 1,000 10,616
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For the Fiscal Year Ended June 26, 2011 (Unaudited)

PAL Other Total
NEE SALES ...veeeeeeeeeeeeeeeeeeeeeeeeeeeeee e ee s eeseeseesesasesaneseseressneaesaassenens $ 1,110,184 $ 38,292 § 1,148,476
GIOSS PrOfIL c.evveeeeeceeree ettt sttt s e 80,754 5,739 86,493
Income from OPerations ...........cccceceeerrenieceneninneseneee e e 70,132 2,545 72,677
NELINCOIMIE ...oieeeieeeeieeeeitee et e eereeesernveeessseessenneeesssssneesennrenesssnnns 68,946 1,794 70,740
Depreciation and amortization ............ccocceeeeeiererierrinesieeieeeassenenee 31,979 1,185 33,164
Cash received by PAL under EAP program............ccccoceveeeenenrcenene. 28,795 — 28,795
Earnings recognized by PAL for EAP program..........cccccoceneveeeunen. 40,160 — 40,160
Dividends and cash distributions received..........c.cceeeeeecvininerininnnene 4,500 1,400 5,900

For the Fiscal Year Ended June 27, 2010 (Unaudited)

PAL Other Total
INEL SALES ....uvevieieceieie ettt ettt e e et e s e e eneeraessseetaessassas srnaes $ 599,926 §$ 22915 § 622,841
GIoSs PrOfit c..c.eevereieciirieecric et s 53,715 3,481 57,196
Income from OPErations ...........cccuecueererueerereeruerrercroresreseseesieeeeeeae 37,388 1,508 38,896
NEUINCOITIE ....cooeveieeiiieeetieececereeeeeteeecerereeeseaeeeeesseeeeenneeeesesreeesaennes 37,660 1,296 38,956
Depreciation and amortization ...........ccccecereeveenerneenuenieneeneneeneecnnenn: 21,676 1,599 23,275
Cash received by PAL under EAP program............cccccevevererecnenne 22,342 — 22,342
Earnings recognized by PAL for EAP program..........ccccococnvcrnenne 16,162 — 16,162
Dividends and cash distributions received...........cooovevveveveeecevnenennnns 3,265 — 3,265

25. Operating Leases
The Company routinely leases sales and administrative office space, warehousing and distribution centers, transportation
equipment, manufacturing equipment, and other information technology and office equipment from third parties. In
addition, Renewables leases farm land for use in growing FGM. Future minimum lease payments on a fiscal year basis
to be made by the Company for non-cancelable operating leases with initial terms in excess of one year as of June 24,
2012 consisted of the following:

2013 2014 2015 2016 2017 Thereafter
Minimum lease payments ............ $ 1,433 § 1,259 $ 1,116 §$ 772§ 557 $ 314

Rental expenses incurred under operating leases, net of any sublease rental income consist of the following:
For the Fiscal Years Ended
June 24, 2012 June 26, 2011 June 27, 2010
RENLAL EXPEINSES......ccvnerenieeeereiiteiereereaeeeiesrestereseesseseereseeseesesaneseses $ 3,146 $ 2,719 § 2,368

26. Commitments and Contingencies

Collective Bargaining Agreements

While employees of the Company’s foreign operations are generally unionized, none of the Company’s domestic labor
force is currently covered by a collective bargaining agreement.

Environmental

On September 30, 2004, the Company completed its acquisition of the polyester filament manufacturing assets located in
Kinston, North Carolina from INVISTA S.a.r.l. (“INVISTA”). The land for the Kinston site was leased pursuant to a 99
year ground lease (“Ground Lease”) with E.I. DuPont de Nemours (“DuPont”). Since 1993, DuPont has been
investigating and cleaning up the Kinston site under the supervision of the U.S. Environmental Protection Agency
(“EPA”) and the North Carolina Department of Environment and Natural Resources (“DENR”) pursuant to the Resource
Conservation and Recovery Act Corrective Action program. The Corrective Action program requires DuPont to identify
all potential areas of environmental concern (“AOCs”), assess the extent of containment at the identified AOCs and
clean it up to comply with applicable regulatory standards. Effective March 20, 2008, the Company entered into a Lease
Termination Agreement associated with conveyance of certain assets at Kinston to DuPont. This agreement terminated
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the Ground Lease and relieved the Company of any future responsibility for environmental remediation, other than
participation with DuPont, if so called upon, with regard to the Company’s period of operation of the Kinston
site. However, the Company continues to own a satellite service facility acquired in the INVISTA transaction that has
contamination from DuPont’s operations and is monitored by DENR. This site has been remediated by DuPont and
DuPont has received authority from DENR to discontinue remediation, other than natural attenuation. DuPont’s duty to
monitor and report to DENR will be transferred to the Company in the future, at which time DuPont must pay the
Company for seven years of monitoring and reporting costs and the Company will assume responsibility for any future
remediation and monitoring of the site. At this time, the Company has no basis to determine if and when it will have any
responsibility or obligation with respect to the AOCs or the extent of any potential liability for the same.

Unconditional Purchase Obligations

Certain of the Company’s manufacturing operations are a party to unconditional purchase obligations for commitments
for certain defined levels of utility resources. The Company expects to take delivery of and to use these resources within
the defined time periods and in the normal course of business. These commitments qualify as normal purchases.

On a fiscal year basis, the payments expected to be made as part of these commitments are as follows:
2013 2014 2015 2016 2017 Thereafter

Unconditional purchase obligations....... $ 12,747 § 10,657 § 9,003 § 3,481 § — § —

For fiscal years 2012, 2011, and 2010, utility costs incurred under these commitments consisted of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Utility costs for unconditional purchase obligations.............c.......... $ 31,272 $ 34677 $ 33,070
27. Related Party Transactions
Related party receivables and payables consist of the following:
June 24, 2012 June 26, 2011
DiHllon Yarn COrPOration ..........ccccurueveiiererievereresesesastesesessesesesesesenssessesessssssssssssesssesnss $ 7 8 6
American Drawtech Company, INC. ........c.cccoiiiiiiininiienieese e 104 506
Total related party receivables (included within receivables, net).........cc.ccouu..... $ 111 § 512
Dillon Yarn COTPOTAtION .......cveueeverueruesserieatereessessassesseasessesssessensessetensessensesseseessessesnes $ 206 $ 276
American Drawtech Company, INC. .........ccccovviriiiiiiiiniinniicieneinenreeeeeeec e 20 11
Salem Leasing Corporation 270 280
Total related party payables (included within accounts payable) ..........cc.coc.ceee. $ 496 $ 567

Related party transactions consist of the following:
For the Fiscal Years Ended

June 24, June 26, June 27,

Affiliated Entity Transaction Type 2012 2011 2010

Dillon Yarn Corporation Sales Service Agreement $ 845 §$ 1,300 $ 1,500
Dillon Yarn Corporation Sales 134 51 71
Dillon Yarn Corporation Yarn Purchases 2,333 2,302 3,173
American Drawtech Company, Inc. Sales 2,876 4,042 2,041
American Drawtech Company, Inc. Yarn Purchases 147 129 53
Salem Leasing Corporation Transportation Equipment Costs 3,096 3,400 2,975
Cupron, Inc. Sales 116 26 —
Invemed Catalyst Fund L.P. Stock Purchase — — 4,995

In fiscal year 2007, the Company purchased the polyester and nylon texturing operations of Dillon Yarn Corporation
(“Dillon”). Mr. Mitchel Weinberger, the President and Chief Operating Officer of Dillon, is a member of the
Company’s Board. In connection with the Dillon acquisition, the Company and Dillon entered into an agreement under
which the Company agreed to pay Dillon for certain sales and services to be provided by Dillon's sales staff and
executive management. On December 19, 2011, the Company and Dillon entered into an amendment for the existing
sales and service agreement. The amendment provides for a one year term beginning in January 2012 and consideration
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of $106 paid quarterly. In addition, the Company recorded sales to and commission income from Dillon and has
purchased products from Dillon in the ordinary course of business.

Mr. Weinberger is a board member and the Executive Vice President of American Drawtech Company, Inc. (“ADC”).

Mr. Kenneth G. Langone, a member of the Company’s Board, is a director, stockholder, and Chairman of the Board of
Salem Holding Company. The Company leases tractors and trailers from Salem Leasing Corporation, a wholly-owned
subsidiary of Salem Holding Company. In addition to the monthly minimum lease payments, the Company also incurs
expenses for routine repair and maintenance and other expenses related to the leased tractors and trailers. The leases do
not contain renewal, purchase options or escalation clauses.

During fiscal year 2012, the Company had sales to Cupron, Inc. (“Cupron”). Mr. William J. Armfield, IV is a member
of the Company’s Board and holds an indirect minority equity interest in Cupron.

On November 25, 2009, the Company entered into a stock purchase agreement with Invemed Catalyst Fund L.P. (the
“Fund”). The Company agreed to purchase 628 shares at a purchase price of $7.95 (an approximate 10% discount to the
closing price). The transaction closed on November 30, 2009 at a total purchase price of $4,995. Mr. Langone is the
principal stockholder and CEO of Invemed Securities, Inc., which is a managing member of Invemed Catalyst Gen Par,
LLC, and the general partner of the Fund. Mr. William M. Sams, another member of the Company’s Board, is a limited
partner of the Fund. Neither Mr. Langone nor Mr. Sams were involved in any decisions by the Board with respect to the
stock purchase agreement.

28. Business Segment Information
The Company has three operating segments which are also its reportable segments. Each reportable segment derives its
revenues as follows:

e The Polyester segment manufactures Chip, POY, textured, dyed, twisted and beamed yarns, virgin and
recycled, with sales primarily to other yarn manufacturers, knitters and weavers that produce yarn and/or
fabric for the apparel, hosiery, automotive upholstery, home furnishing, industrial and other end-use
markets. The Polyester segment consists of manufacturing operations in the U.S. and El Salvador.

e The Nylon segment manufactures textured nylon and covered spandex yarns with sales to knitters and weavers
that produce fabric for the apparel, hosiery, sock and other end-use markets. The Nylon segment consists of
manufacturing operations in the U.S. and Colombia.

e The International segment’s products primarily include textured polyester and various types of resale yarns.
The International segment sells its yarns to knitters and weavers that produce fabric for the apparel,
automotive upholstery, home furnishing, industrial and other end-use markets primarily in the South American

and Asian regions. This segment includes manufacturing and sales offices in Brazil and a sales office in
China.

The Company evaluates the operating performance of its segments based upon Segment Adjusted Profit which is defined
as segment gross profit plus segment depreciation and amortization less segment SG&A and segment other
adjustments. Segment operating profit represents segment net sales less cost of sales, restructuring and impairment
charges and SG&A expenses. The accounting policies for the segments are consistent with the Company’s accounting
policies. Intersegment sales are accounted for at current market prices. Selected financial information for the Polyester,
Nylon and International segments is presented below:

Segment Sales to external customers consist of the following:

For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
POLYESIET .......vcveeiereteeesieteeene et retenrneceae s se st eae seeaeaes $ 393981 §$ 375,605 $ 308,691
NYIOI 1oovitiieie ettt nssn s st e a i 163,103 163,354 165,098
INEENAtIONAL ..ooveeiiicie et e 148,002 173,853 148,829
Segment sales t0 external CUSTOMETS ........c.cccveveiiiiriiiniinieeneiiiiens $ 705,086 $ 712,812 $ 622,618
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Intersegment Sales for each of the reportable segments consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
POLYESLET ....oovvieireiereeetereeeess et b ettt st ebeaessenesesmeseanbene $ 2,179 $ 2,668 $ 8,415
NYIOI ettt s 314 1,298 291
INtErNAtIONAL ......oooveeeeieeeeeeeee e et n e seiaes 1,351 1,084 821
INLErSEZMENL SALES ......ecveviereriireeerieiereereeereerenesseresessenseenasesaraessenees $ 3,844 $ 5,050 $ 9,527

The reconciliations of Segment Operating Profit to Consolidated Income Before Income Taxes are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
POLYESIET........cvviieririeresereeeea s eseseseesesesansebebebesebete e e s eseatebesesesenes $ (5,995) $ 2,547) $ (7,792)
NFION <ottt e ee et sne e enranes 8,034 11,010 10,856
INternational .........coeeveeieierierrere ettt se e 8,804 20,046 21,414
Segment operating profit..........cccecevereeerreriinriieninncccinns 10,843 28,509 24,478
Provision (benefit) for bad debts.........ccccoeevrveenienenniinncciiiie 211 (304) 123
Other operating expense (INCOME), NEt ........cevverevrerrervvermieniininens 2,000 121 (1,033)
Consolidated operating inCome...........ccceouveveriininnecciicriiieniniens 8,632 28,692 25,388
INLETESt INCOMIC.....evvierereiieereiierierirerreritesec st ese st esss et sanesanessnesnnes (1,921) 2,511) (3,125)
INtErest EXPENSE.......ccoueiruterireriinteeieniteerrereerereen e sae e 16,073 19,190 21,889
Loss (gain) on extinguishment of debt.......ccccccovveeriniiinvniniinne 3,203 3,337 (54)
Equity in earnings of unconsolidated affiliates ...........c..ccccecveeennne. (19,740) (24,352) (11,693)
Other non-operating eXpense, Net .........cccevvvveeveniinierirnircriiniienoes 2,168 606 —
Income before INCOME tAXES. .....oovvevieeeienreeiieeeteereeeeeereeneeessresanesnas $ 8,849 § 32422 $ 18,371

The reconciliations of Segment Depreciation and Amortization Expense to Consolidated Depreciation and Amortization

Expense are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010

POLYESIET. ...oeuvrererreriirereee e seeeae ettt ee et tatanees $ 19,046 $ 18,470 $ 19,679
INYIOM 1ottt ettt en s e n e e sems e 3,089 3,287 3,477
INerNational .........ccoiiiiieiiiiieniiereeer e e 4,011 3,786 3,045
Segment depreciation and amortization €Xpense ............cc.cvevrerenes 26,146 25,543 26,201
Depreciation and amortization included in other operating expense

(INCOME), TIEL ...ttt e be e sa e s 119 19 111
Amortization included in interest eXpense........co.coeeeereceerernivcrennnnns 870 415 1,104
Consolidated depreciation and amortization expense ...................... $ 27,135 $ 25977 $ 27,416

Segment Restructuring Charges for each of the reportable segments consist of the following:
For the Fiscal Years Ended

June 24,2012 June 26, 2011 June 27,2010
POLYESIET........eeeeeieiececereea et ee ettt sttt aesenesenenenes $ - 8 1,576 $ 770
INYIOM 1ottt sb e s e 71 (92) 31)
INterNAtioNal ........covuveiieirieiiiiei ettt — — -
Segment restructuring charges ........c..ccococvrevrcinicnnininceninne $ 71 $ 1,484 $ 739

Segment Other Adjustments for each of the reportable segments consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
POLYESTET.....cvvereercerecrciier e $ (138) § 3,161 § 1,127
INYIOM ottt 33 (150) -
INtErNAtioNal ........ooveiiiieeiecieee ettt s 382 - -
Segment Other adjuStMEnts..........covuvvevrereecereeiiiiiniinieressssesenns $ 277 $ 3,011 § 1,127
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Segment Adjusted Profit for each of the reportable segments consists of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27,2010
POLYESIET......vvveiieieieirerere ettt sttt st e $ 12,913 $ 20,660 $ 13,784
NYLOM 1ottt st s 11,227 14,055 14,302
INEErNAtioNaAl .......eviiviieeiciiecee ettt eab e et s 13,197 23,832 24,459
Segment adjusted PrOfit ........cocoveveiririreeerieieieccce et $ 37,337 § 58,547 $ 52,545

The reconciliations of Segment Capital Expenditures to Consolidated Capital Expenditures are as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
POLYESIET.......eceeeieeieeiieteeees e te et e e resesesetesesesesbe e s eeesesentosesneneres $ 3,246 $ 13,650 $ 9,709
NYLON 1ottt s 487 1,057 825
INternational .........oooeemiveeeecee e e e 1,610 5,626 2,313
Segment capital expenditures............cooviiiiinini 5,343 20,333 12,847
Unallocated corporate capital expenditures ...............cccocevenviinnnnens 1,011 206 265
Consolidated capital eXpenditures.............cccouerereerrucrcnninicnniinincinnns $ 6,354 § 20,539 §$ 13,112

The reconciliations of Segment Total Assets to Consolidated Total Assets are as follows:

June 24, 2012 June 26, 2011 June 27,2010
POIYESTET ...ttt ea ettt ettt $ 198321 $ 219,723 $ 209,314
INYIOM 1ottt 74,569 81,132 81,398
INternatioNal ......c..vvveeeeeeeeeieeeeee e e 88,040 125,248 111,624
Segment total @SSELS ....cc.eveverieceririece e 360,930 426,103 402,336
A1l Other CUITENT ASSELS...uuuvviviiiiiieieieie e ceeeieireeieeeeerereeeeceeseseeeeeeeeeaees 9,424 6,637 11,151
Unallocated corporate PP&E ...........cccoovveviiiiiiiiiicniieccee 10,404 9,711 10,282
All other NON-CUITENE ASSELS ..ovviivureiiriirrreerererireeerreseesnreesrveeessmsersnne 5,712 3,667 7,200
Investments in unconsolidated affiliates ............cccoeeeveiiivreicieennnnen. 95,763 91,258 73,543
Consolidated total ASSELS .........eovveevevieeeieereereeteeeeeeesereerresreesreaenseas $ 482,233 § 537,376 $ 504,512

Geographic Data:
Geographic information for net sales is as follows:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
U S ettt s n s s $ 515,522 $ 502,255 $ 463,222
BIAZIL.oooeeeeeceieeeeee ettt s e e s s ba e e ra e s nene s 125,737 144,669 130,663
All Other FOr€Ign ......coeeueiiieeiiieieiecieriiseeerereeecnie et sec e nee 63,827 65,888 28,733
TOMAL ..ottt ettt e $ 705,086 $ 712,812 § 622,618

The information for net sales is based on the operating locations from where the items were produced or
distributed. Export sales from the Company’s U.S. operations to external customers were $84,558, $82,944 and $94,255
for the fiscal years ended June 24, 2012, June 26, 2011 and June 27, 2010, respectively.

Geographic information for long-lived assets is as follows:

June 24, 2012 June 26, 2011 June 27, 2010
U S et ettt st e s e e e e s s s rne s $ 215910 $ 229,170 $ 223,297
BIazil......oooieeiieeeee e et e 19,121 27,918 22,732
Al Other FOTEIgn ......c.ccceevirieriniiiciicniiciinin et 7,915 6,219 5,753
TOAL ..ot s $ 242,946 $ 263,307 $ 251,782

Long-lived assets are comprised of property, plant and equipment, net, certain intangible and other non-current assets.
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29. Quarterly Results (Unaudited)
Quarterly financial data is as follows:

For the Quarters Ended
September 25, December 25, March 25, June 24,
2011 2011 2012 2012
INEt SALES ...oviveeieeiiereeieeete et $ 171,013 § 167,110 $ 179,037 $ 187,926
Gross Profit ....cceeceeveeereeeieeeereeeees e e sreeneees, 11,830 10,882 13,590 18,094
Net income (loss) including non-controtling
INEETESL .ottt ettt s 286 (7,817) 7,310 11,049
Less: net (loss) attributable to non-controlling
111 11<) (21 SRR — (209) (225) (229)
Net income (loss) attributable to Unifi, Inc......... $ 286 $ (7,608) $ 7535 § 11,278
Net income (loss) attributable to Unifi, Inc. per
COMMON ShATE: ....c.erierrinieeieiereene e
Basic M. $ 001 $ (0.38) $ 038 $ 0.56
Diluted D oo $ 0.01 $ 0.38) $ 037 $ 0.55

Selected highlights for the Company’s quarterly results are as follows:

e For the quarter ended December 25, 2011, the Company acquired an additional 20% membership interest in
Renewables. As a result of remeasuring its existing interest to fair value, the Company recorded a $3,656
write-down for its previously held equity interest in Renewables,

e For the quarter ended June 24, 2012 net income was negatively impacted by a $2,741 charge related to the early
extinguishment of debt incurred as a result of the Company’s May 2012 debt refinancing and subsequent
prepayments, and

e For the quarter ended June 24, 2012, the Company released previously recorded valuation allowances against
certain of its domestic deferred tax assets resulting in a $6,017 benefit recorded to income tax expense.

For the Quarters Ended
September 26, December 26, March 27, June 26,
2010 2010 2011 2011

NEt SAlES....oiiiiiieceiiecceeceee et $ 175,092 §$ 162,139 $ 179,390 § 196,191
GroSS PrOfit .oc.eeeeeeeviereecreecrereereeresne e ssne e eneeneen, 21,546 19,490 15,601 18,015
Net inCome (10SS) ....evverererrivuenrenrerreeerversenseenns 10,235 5,385 (4,045) 13,514
Net income (loss) per common share:..................

Basic (..o, $ 0.51 § 027 $ 0.20) $ 0.67
Diluted M ..o $ 050 $ 026 $ (0.20) $ 0.66

(1)  Income per share is computed independently for each of the periods presented. The sum of the income per
share amounts for the quarters may not equal the total for the year.

30. Subsequent Events

The Company evaluated all events and material transactions for potential recognition or disclosure through such time as
these statements were filed with the Securities and Exchange Commission and determined there were no items deemed
reportable other than the $4,515 optional prepayment of the Term B Loan that was completed on July 2, 2012.

31. Supplemental Cash Flow Information
Cash payments for interest and taxes consist of the following:
For the Fiscal Years Ended

June 24, 2012 June 26, 2011 June 27, 2010
Interest, net of capitalized interest ............coovveveeeivenverenieeenieeneens $ 16,689 $ 19,292 § 20,696
Income taxes, net of refunds ..........ccceeeveiiiiiieniiivininnene e 3,988 7,486 8,550

Cash payments for taxes shown above consist primarily of tax payments made by the Company in foreign jurisdictions.
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