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PROVIDING INNOVATIVE FIBERS AND COMPETITIVE SOLUTIONS®

7201 West Friendly Avenue
Greensboro, North Carolina 27410

September 12, 2012

To The Shareholders of
Unifi, Inc.

The Annual Meeting of Shareholders of your Company will be held at 9:00 A.M. Eastern Daylight Savings Time on
Wednesday, October 24, 2012, at the Company’s corporate headquarters at 7201 West Friendly Avenue, Greensboro,
North Carolina.

We are providing access to our proxy materials over the Internet. On or about September 12, 2012 we will mail a
Notice of Internet Availability of Proxy Materials (the “Notice”) to our Shareholders of record and beneficial owners at
the close of business on September 5, 2012. On the date of mailing of the Notice, all Shareholders and beneficial
owners will have the ability to access all of the proxy materials on a web site referred to in the Notice. These proxy
materials will be available free of charge.

Detailed information relating to the Company’s activities and operating performance is contained in its Annual Report
on Form 10-K for the fiscal year ended June 24, 2012, which is available over the Internet as described in the Notice.

You are cordially invited to attend the Annual Meeting of Shareholders in person. Even if you choose to attend in
person, you are encouraged to review the proxy materials and vote your shares in advance of the meeting by
Internet. The Notice will contain instructions to allow you to request copies of the proxy materials to be sent to you
by mail. Any proxy materials sent to you will include a proxy card that will provide you with a telephone number you
may call to cast your vote, or you may complete, sign and return the proxy card by mail. Your vote is extremely
important and we appreciate your taking the time to vote promptly.

Sincerely,

William L. Jasper
Chairman and Chief Executive Officer
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PROVIDING INNOVATIVE FIBERS AND COMPETITIVE SOLUTIONS®

7201 West Friendly Avenue
Greensboro, North Carolina 27410

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON OCTOBER 24, 2012

To The Shareholders of Unifi, Inc.

The Annual Meeting of Shareholders of Unifi, Inc. (the “Company”) will be held at the Company’s corporate
headquarters at 7201 West Friendly Avenue, Greensboro, North Carolina, on Wednesday, October 24, 2012 at 9:00
A.M. Eastern Daylight Savings Time, for the following purposes:

1.To elect ten (10) directors to serve until the next Annual Meeting of Shareholders or until their respective
successors are duly elected and qualified.

2. To hold an advisory vote to approve executive compensation.

3.To ratify the appointment of KPMG LLP as the independent registered public accounting firm for the Company for
the fiscal year ending June 30, 2013.

4.To transact such other business as may properly come before the meeting or any adjournment or adjournments
thereof.

The Board of Directors, under the provisions of the Company’s By-Laws, has fixed the close of business on September
5, 2012, as the record date for determination of Shareholders entitled to notice of and to vote at the Annual Meeting of
Shareholders or any adjournment or adjournments thereof. The transfer books of the Company will not be closed.

YOUR VOTE IS IMPORTANT. We appreciate your taking the time to vote promptly. After reading the Proxy
Statement, please vote at your earliest convenience by Internet, or request that proxy materials be sent to you by
mail. If you request the proxy materials by mail, included in those materials will be a proxy card with a telephone
number you may call to cast your vote, or you may complete, sign and return the proxy card by mail.

YOUR SHARES CANNOT BE VOTED UNLESS YOU EITHER (I) VOTE BY INTERNET, (II) REQUEST
PROXY MATERIALS BE SENT TO YOU THAT WILL INCLUDE A PROXY CARD WITH A TELEPHONE
NUMBER YOU MAY CALL TO CAST YOUR VOTE, OR YOU MAY COMPLETE, SIGN AND RETURN THE
PROXY CARD BY MAIL, OR (III) ATTEND THE ANNUAL MEETING AND VOTE IN PERSON.

By Order Of The Board of Directors:

Charles F. McCoy

Vice President, Secretary, General Counsel

and Chief Risk, Governance and Compliance Officer
Greensboro, North Carolina
September 12, 2012
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PROVIDING INNOVATIVE FIBERS AND COMPETITIVE SOLUTIONS®

7201 West Friendly Avenue
Greensboro, North Carolina 27410

PROXY STATEMENT
SOLICITATION OF PROXIES

This solicitation of the enclosed proxy is made by the Board of Directors (the “Board”) of Unifi, Inc. (the “Company”) for
use at the Annual Meeting of Shareholders to be held on Wednesday, October 24, 2012, at 9:00 A.M. Eastern
Daylight Savings Time, at the Company’s corporate headquarters located at 7201 West Friendly Avenue, Greensboro,
North Carolina, or at any adjournment or adjournments thereof (the “Annual Meeting”).

In accordance with rules and regulations adopted by the Securities and Exchange Commission (the “SEC”), instead of
mailing a printed copy of our proxy materials to each Shareholder of record, the Company furnishes proxy materials
on the Internet. If you received a Notice of Internet Availability of Proxy Materials (the “Notice”) by mail, you will not
receive a printed copy of the proxy materials other than as described in this Proxy Statement. Instead, the Notice will
instruct you as to how you may access and review all of the important information contained in the proxy
materials. The Notice also instructs you as to how you may submit your proxy over the Internet. If you received a
Notice by mail and would like to receive a printed copy of our proxy materials or vote by telephone, you should
follow the instructions for requesting proxy materials included in the Notice.

It is anticipated that the Notice will be sent to Shareholders on or about September 12, 2012. The Proxy Statement
and the form of proxy relating to the Annual Meeting will be made available to Shareholders on the date that the
Notice is first sent.

The proxy may be revoked in writing by the person giving it at any time before it is exercised either by notice to the
Secretary or by submitting a proxy having a later date, or it may be revoked by such person by appearing at the
Annual Meeting and electing to vote in person. All shares represented by valid proxies received pursuant to this
solicitation, and not revoked before they are exercised, will be voted in the manner specified therein. If no
specification is made with respect to the matter to be acted upon, the shares represented by the proxies will be voted
(1) in favor of electing as directors of the Company the ten (10) nominees for director named in this Proxy Statement,
(i) in favor of the advisory vote to approve executive compensation, (iii) in favor of ratification of the appointment of
KPMG LLP as the independent registered public accounting firm for the Company for the fiscal year ending June 30,
2013, and (iv) in the discretion of the proxy holder on any other matters presented at the Annual Meeting.

The expense of this solicitation will be borne by the Company. Solicitations of proxies may be made in person, or by
mail, telephone or electronic means by directors, officers and regular employees of the Company who will not be
specially compensated in such regard. In addition, the Company has retained Phoenix Advisory Partners, a division of
American Stock Transfer and Trust Company, LLC, to assist in the solicitation of proxies and will pay such firm a fee
estimated not to exceed $7,000 plus reimbursement of expenses. Arrangements will be made with brokers, nominees
and fiduciaries to send proxies and proxy materials, at the Company’s expense, to their principals.

The Company’s common stock (the “Common Stock”), par value $.10 per share, is the only class of stock of the
Company. Only Shareholders of record as of the close of business on September 5, 2012 (the “Record Date”), will be
entitled to notice of and to vote at the Annual Meeting or any adjournment thereof. As of the Record Date, the
Company had outstanding 20,095,094 shares of its Common Stock. Each share of the Common Stock entitles the
holder to one vote with respect to each matter coming before the Annual Meeting and all such shares vote as a single
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VOTING OF SHARES

The holders of a majority of the outstanding shares entitled to vote, present in person or represented by proxy at the
Annual Meeting, will constitute a quorum for the transaction of business. New York law and the Company’s By-Laws
require the presence of a quorum at annual meetings of shareholders. At the Annual Meeting, abstentions and “broker
non-votes”, if any, are counted as present for purposes of determining a quorum.

Under the rules of the New York Stock Exchange, Inc. (“NYSE”), a bank, broker or other nominee holding the
Company’s shares in “street name” for a beneficial owner has discretion (but is not required) to vote the client’s shares
with respect to “routine” matters if the client does not provide voting instructions. The broker or other nominee,
however, is not permitted to vote the client’s shares with respect to “non-routine” matters without voting instructions. A
“broker non-vote” occurs when the broker or other nominee does not vote on a particular proposal because that broker or
other nominee does not have discretionary voting power for that particular item and has not received instructions from

the beneficial owner.

The proposal to elect directors and the advisory vote to approve executive compensation are each considered a
non-routine matter under the NYSE rules, which means that your broker or other nominee may not use its discretion

to vote your shares held in street name on these matters without your express voting instructions. The proposal to
ratify the appointment of the Company’s independent registered public accounting firm is considered a “routine” matter
under the NYSE rules, which means that your bank, broker or other nominee will have discretionary authority to vote
your shares held in street name on that matter. Accordingly, if you do not instruct your broker or nominee to vote
your shares, the broker or other nominee may either: (i) vote your shares on routine matters and cast a “broker non-vote”
on non-routine matters, or (ii) leave your shares unvoted altogether.

Each share represented is entitled to one vote on all matters properly brought before the Annual Meeting. Directors
will be elected by a plurality of the votes cast by the Shareholders at a meeting in which a quorum is
present. Approval of the advisory vote on executive compensation and ratification of the independent registered
public accounting firm requires the affirmative vote of a majority of the votes cast by Shareholders entitled to vote,
present in person or represented by proxy at the Annual Meeting. Therefore, abstentions, shares not voted and broker
non-votes, if any, will not be treated as votes cast and have no effect on these matters.
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INFORMATION RELATING TO PRINCIPAL SECURITY HOLDERS

The following table sets forth information, as of September 1, 2012, with respect to each person known or believed by
the Company to be the beneficial owner of more than five percent (5%) of the Common Stock. The nature of
beneficial ownership of the shares indicated is set forth in the notes following the table.

Amount and
Name and Address of Nature of
Beneficial Owner Beneficial Percent of

Ownership(1) Class
Mitchel Weinberger(2) 1,765,927 8.79%
53 East 34th Street
Paterson, NJ 07514
Dillon Yarn 1,730,432 8.61%
Corporation(3)
53 East 34th Street
Paterson, NJ 07514
Dimensional Fund 1,657,227 8.25%
Advisors LP(4)
Palisades West,
Building One
6300 Bee Cave Road
Austin, Texas 78746
William M. Sams(5) 1,638,171 8.15%
750 North St. Paul,
Suite 1650
Dallas, TX 75201
Royce & Associates, 1,366,133 6.80%
LLC(6)
745 Fifth Avenue
New York, NY 10151
Pinnacle Associates 1,230,746 6.12%
Ltd.(7)
335 Madison Avenue,
11th Floor
New York, NY 10017

(1)“Beneficial Ownership,” for purposes of the table, is determined according to the meaning of applicable securities
regulations and based on a review of reports filed with the SEC pursuant to Section 13(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”).

(2)Mr. Weinberger’s beneficial ownership includes 1,730,432 shares owned by Dillon Yarn Corporation (“Dillon”), of
which Mr. Weinberger has shared voting and investment power and of which Mr. Weinberger disclaims beneficial
ownership.

(3) As indicated in its Schedule 13D/A, filed with the SEC on June 29, 2010, and after giving effect to the Company’s
1-for-3 reverse stock split effected November 3, 2010, Dillon beneficially owned 1,730,432 shares by virtue of
having sole voting and investment power over such shares.
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(4) As indicated in its Schedule 13G/A, filed with the SEC on February 14, 2012, Dimensional Fund Advisors LP, an
investment adviser registered under Section 203 of the Investment Advisers Act of 1940, may be deemed to
beneficially own 1,657,227 shares by virtue of having sole voting and investment power over such shares.

(5)As indicated in a Schedule 13G/A, filed with the SEC on February 14, 2012, Mr. Sams’ beneficial ownership
includes 122,410 shares owned by Marlin Sams Fund L.P, of which Mr. Sams has shared voting and investment
power and of which Mr. Sams disclaims beneficial ownership

(6) As indicated in its Schedule 13G, filed with the SEC on January 23, 2012, Royce & Associates, LLC, an
investment advisor registered under Section 203 of the Investment Advisers Act of 1940, may be deemed to
beneficially own 1,366,133 shares by virtue of having sole voting and investment power over such shares.

(7)As indicated in its Schedule 13G, filed with the SEC on March 14, 2011, Pinnacle Associates Ltd., an investment
adviser registered under Section 203 of the Investment Advisers Act of 1940, may be deemed to beneficially own
1,230,746 shares by virtue of having sole voting and investment power over such shares.
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PROPOSAL 1:
ELECTION OF DIRECTORS

General Information

The Board presently is fixed at ten (10) members. All the nominees for election are presently serving as directors and
have consented to be named in this Proxy Statement and to serve, if elected. Although the Board expects that each of
the nominees will be available for election, in the event a vacancy in the slate of nominees is occasioned by death or
other unexpected occurrence, it is intended that shares represented by proxies in the accompanying form will be voted
for the election of a substitute nominee selected by the person named in the proxy.

Set forth below is the name of each of the ten (10) nominees for election to the Board, together with the nominee’s age,
current principal occupation (which has continued for at least the past five years unless otherwise indicated), the name
and principal business of the company by which he or she is employed, if applicable, the period or periods during
which he or she has served as director, all positions and offices that he or she holds with the Company, his or her
directorships in other companies with a class of securities registered pursuant to Section 12 of the Exchange Act or
subject to the requirements of Section 15(d) of the Exchange Act or companies registered as an investment company
under the Investment Company Act of 1940 and the specific experience, qualifications, attributes or skills that led to
the conclusion that such person should serve as a director of the Company.

NOMINEES FOR ELECTION AS DIRECTORS

WILLIAM J. ARMFIELD, IV (77) — Mr. Armfield has been the President of Spotswood Capital, LLC, Greensboro,
North Carolina, a private investment company, since 1995. Mr. Armfield was a director and President of Macfield,
Inc., a textile company in North Carolina, from 1970 until August 1991, when Macfield, Inc. merged with and into
Unifi, Inc. Mr. Armfield was the Vice Chairman and a director of the Company from 1991 to December 1995. Mr.
Armfield again became a director of the Company in 2001, and is a member of the Board’s Audit Committee and
Compensation Committee. Mr. Armfield serves as an Audit Committee financial expert. Mr. Armfield brings
operating and management experience, expertise in finance, and business development experience to the Company as

a result of his professional experiences. In addition, through his experience at Macfield, he brings direct textile
experience to the Board. These experiences provide the Board with, among other things, expertise and context
important to the oversight of the Company’s financial reporting and business strategy implementation.

R. ROGER BERRIER, JR. (43) — Mr. Berrier has been the President and Chief Operating Officer of the Company since
February 2011. He had been the Executive Vice President of Sales, Marketing and Asian Operations of the Company
from September 2007 to February 2011. Prior to September 2007, he had been the Vice President of Commercial
Operations from April 2006 to September 2007 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 & development and quality control. He has been a director since September 2007 and
is a member of the Board’s Executive Committee. Mr. Berrier brings executive decision making skills, operating and
management experience, expertise in sales, marketing and branding, business development and direct textile industry
business acumen to the Company as a result of his professional experiences. These experiences and Mr. Berrier’s
on-going interaction with the Company’s customers and suppliers provide the Board with, among other things, industry
expertise important to the Company’s businesses, as well as a detailed understanding of the Company’s business and
operations and the economic environment in which it operates.

ARCHIBALD COX, JR. (72) — Mr. Cox has been the Chairman of Sextant Group, Inc., a financial advisory and private
equity firm, since 1993. Mr. Cox is the former Chairman of Barclays Americas, a position he held from May 2008

11
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until June 2011. Mr. Cox was a director of Hutchinson Technology Incorporated from May 1996 to September 2009,
was the Chairman of Magnequench, Inc., a manufacturer of magnetic material, from September 2005 to September
2006 and was the President and Chief Executive Officer of Magnequench, Inc., from October 1995 to August
2005. He was Chairman of Neo Material Technologies Inc., a manufacturer of rare earth, zirconium and magnetic
materials, from September 2005 to September 2006. Mr. Cox has been a director of the Company since February
2008 and is a member of the Board’s Compensation Committee. Mr. Cox brings executive
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decision making skills, operating and management experience, expertise in finance, investment and business
development experience to the Company as a result of his professional experiences. In addition, through his
experience as Chairman of Barclays Americas in particular, Mr. Cox brings to the Board considerable experience with
financial and strategic planning matters critical to the oversight of the Company’s financial reporting, compensation
practices and business strategy implementation.

WILLIAM L. JASPER (59) — Mr. Jasper has been the Company’s Chairman of the Board since February 2011 and
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 the President of the Company. Prior to joining the
Company, he was the Director of INVISTA’s Dacron® polyester filament business. Before working at INVISTA, Mr.
Jasper had held various management positions in operations, technology, sales and business for E.I. du Pont de
Nemours and Co. since 1980. He has been a director since September 2007 and is a member of the Board’s Executive
Committee (Chair). Mr. Jasper brings executive decision making skills, operating and management experience,
expertise in manufacturing operations, sales, business development and direct textile industry business acumen to the
Company as a result of his professional experiences. These experiences and Mr. Jasper’s on-going leadership of the
Company and interaction with the Company’s customers and suppliers provide the Board with, among other things, a
detailed understanding of the Company’s businesses and the competitive environment in which it operates.

KENNETH G. LANGONE (76) — Mr. Langone has been the President and Chief Executive Officer of Invemed
Associates, LLC, an investment banking firm, New York, New York, since 1974, and a director and Executive
Chairman and Chief Executive Officer of Geeknet, Inc. since 2011. Mr. Langone was a co-founder of The Home
Depot, Inc. and served as a director from 1978 to 2008. He also served as a director of ChoicePoint, Inc. from 2002 to
2008 and of General Electric Co. from 1999 to 2005. Mr. Langone has been a director of the Company since 1969,
and is a member of the Board’s Corporate Governance and Nominating Committee. Mr. Langone brings operating and
management experience, including as chief executive officer of a financial services business, expertise in finance, and
public company directorship and committee experience to the Company as a result of his professional experiences. In
addition, Mr. Langone’s service on the Company’s Board since 1969 provides the Board with a valuable historical
perspective through which it can contextualize and direct the Company’s performance and strategic planning.

GEORGE R. PERKINS, JR. (72) — Mr. Perkins is the retired Chairman of the Board and the former Chief Executive
Officer of Frontier Spinning Mills, Inc., a company that he founded in 1996 and in which he served in these roles until
2009. Prior to founding Frontier, Mr. Perkins served from 1993 to 1996 as President of the spun yarns division of the
Company and was a member of the Board. Mr. Perkins has served as a director of First BanCorp since 2006. He has
been a director of the Company since August 2007, and is a member of the Board’s Corporate Governance and
Nominating Committee. Mr. Perkins brings executive decision making skills, operating and management experience,
and business development acumen to the Company as a result of his professional experiences. In addition, his deep
understanding of the cotton business assists the Board in analyzing the Company’s businesses. These experiences
provide the Board with, among other things, specific industry expertise important for an understanding of the
Company’s businesses and operations.

SUZANNE M. PRESENT (53) — Ms. Present is a co-founder and has been a principal of Gladwyne Partners, LLC, a
private partnership fund manager, since June 1998. Ms. Present currently serves on the boards of directors of The
Electric Sheep Company, Inc., a privately-held developer of content and technologies for virtual worlds, and Anshe
Chung Studios, Limited, a privately-held Chinese-based developer of content for virtual worlds. She served on the
board of directors of Geeknet, Inc. from September 2008 to July 2010. She has been a director of the Company since
February 2011 and is a member of the Board’s Audit Committee (Chair). Ms. Present serves as an Audit Committee
financial expert. Through her experiences at Gladwyne Partners and service on various boards of directors, Ms.
Present brings financial expertise important to the oversight of the Company’s audit functions and business strategies.
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WILLIAM M. SAMS (74) — Mr. Sams was the President and Chief Investment Officer of FPA Paramount Fund, Inc.,
as well as the Executive Vice President of both First Pacific Advisors, Inc. and FPA Perennial Fund, Inc. from 1981
until he retired in 2000. Mr. Sams has been a General Partner of Marlin Sams Fund since April 2008 and has served
as a director of America’s Car-Mart, Inc. and a member of its audit committee since March 2005. He has been a
director of the Company since April 2007, is a member of the Board’s Audit Committee and previously served as
independent “Lead Director” of the Board from April 2007 until April 2011. Mr. Sams brings expertise in finance,
public company directorship and committee experience to the Company as a result of his professional experiences. In
addition, his tenure at First Pacific Advisors, Inc. and FPA Perennial Fund, Inc. in particular bring the Board a
valuable perspective regarding executive decision making and business development important to the oversight of the
Company’s implementation of its business and financial goals.

G. ALFRED WEBSTER (64) — Mr. Webster was an Executive Vice President of the Company, and had been an officer
of the Company from 1979 through his retirement in 2003, and a director from 1986 until October 2004. Mr. Webster

is a director and Chairman of the Compensation Committee of New Bridge Bank Corporation (formerly Lexington
State Bank). Mr. Webster again became a director of the Company in August 2007, has served as the independent
“Lead Director” of the Board since April 2011, and is a member of the Board’s Compensation Committee (Chair),
Corporate Governance and Nominating Committee (Chair), and Executive Committee. Mr. Webster brings executive
decision making skills, operating and management experience, and experience in public company directorship and
committee experience, as well as direct textile industry business acumen to the Company as a result of his professional
experiences. In addition, Mr. Webster’s long tenure with the Company provides the Board with a valuable historical
perspective on the Company. These experiences provide the Board with, among other things, industry expertise
relevant to the oversight of the Company’s businesses.

MITCHEL WEINBERGER (43) — Mr. Weinberger has served as the President and Chief Operating Officer of Dillon
Yarn Corporation since March 2011. He was the Executive Vice President of Dillon from January 2007 to March
2011 and its Strategic Marketing Manager from 1992 to November 2007. The polyester and nylon texturing
operations of Dillon were purchased by the Company on January 1, 2007, as discussed in more detail below under
“Transactions with Related Parties, Promoters and Certain Control Persons—Transactions with Dillon Yarn
Corporation”. He has been a director of the Company since March 2011 and is a member of the Board’s Executive
Committee. Through his executive leadership experience at Dillon, Mr. Weinberger brings to the Board a solid
understanding of the textile industry in which the Company operates as well as operating and management experience.
These experiences provide the Board with, among other things, industry expertise important to the oversight of the
Company’s management and execution of its business plans.

No director has a family relationship as close as first cousin with any other director, nominee for director or executive
officer of the Company.

The Board recommends that the Shareholders vote to elect all of the nominees as directors.
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COMPENSATION COMMITTEE REPORT

The following is a report of the Compensation Committee describing the compensation policies applicable to the
Company’s executive officers during the fiscal year ended June 24, 2012. The current members of the Compensation
Committee are G. Alfred Webster, who is the Committee Chair, William J. Armfield, IV and Archibald Cox, Jr. All
of the members of the Compensation Committee are independent.

Compensation Discussion and Analysis

The Compensation Committee has reviewed and discussed the Company’s Compensation Discussion and Analysis
with management. Based on this review and discussion, the Compensation Committee recommended to the Board
that the Compensation Discussion and Analysis be included in the Company’s Proxy Statement on Schedule 14A for
its 2012 Annual Meeting of Shareholders, which is incorporated by reference in the Company’s Annual Report on
Form 10-K for the fiscal year ended June 24, 2012, each as filed with the SEC.

Submitted by the Compensation Committee of the Board:
G. Alfred Webster, Chairman

William J. Armfield, IV
Archibald Cox, Jr.
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COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis provides an overview of the Company’s executive compensation
program, including:

ethe process the Compensation Committee used to determine compensation and benefits for our named executive
officers (“NEQOs”) for fiscal 2012;

. the material elements of the Company’s executive compensation program;

ethe key principles and objectives, including the Company’s focus on pay for performance, that guide the Company’s
executive compensation program; and

. information about the fiscal 2012 compensation earned by each of our NEOs listed below:

William L. Jasper ~ Chairman and Chief Executive Officer

R. Roger Berrier, Jr. President and Chief Operating Officer

Ronald L. Smith Vice President and Chief Financial Officer

Thomas H. Caudle,Vice President, Manufacturing

Jr.

Charles F. McCoy Vice President, Secretary, General
Counsel and Chief Risk, Governance and
Compliance Officer

Executive Summary

The Company faced a challenging business environment in fiscal 2012, particularly in the first half of the year, and
reported financial results that, while lower than fiscal 2011, still represented strong performance. Among other things,
the Company faced financial pressure resulting from raw material costs remaining at their highest levels in over thirty
years, 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. Further, the market
experienced a weakening of demand in certain key apparel segments, which placed additional pressure on the
Company.

Despite these industry-wide pressures, the Company achieved an adjusted EBITDA (as described below) that while
lower than the target adjusted EBITDA set for fiscal 2012, was comprised of a strong second-half of fiscal 2012
performance. The Company also reported net income for fiscal 2012 of $11.5 million, or $0.57 per share, a decrease
from $25.1 million, or $1.25 per share, for fiscal 2011, though still significantly greater than net income reported for
fiscal years 2007 through 2010.

The Company’s ability to perform under adverse business conditions was due, in large part, to the leadership and
performance of its executive team. In addition to guiding the Company through the current economic environment,
management also successfully executed a key component of its deleveraging strategy, which included the refinancing
of the Company’s debt structure that extended the maturity profile of the Company’s long-term indebtedness to 2017
and will generate approximately $9 million in annual interest savings.

As described in greater detail below, the Company believes its executive compensation program should attract top
executive talent, pay for performance and link executive retention to long-term shareholder value. Accordingly, our

NEOs were compensated as follows for fiscal 2012:
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e At the beginning of fiscal 2012, base salaries for fiscal 2012 were increased based on the Compensation
Committee’s review of general trends in executive compensation, strong fiscal 2011 performance and individual
contributions to the Company. In addition, Mr. Berrier’s base salary was increased to fully reflect his new role as
President and Chief Operating Officer, which he assumed in February 2011.
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*Due to the Company’s performance in light of difficult market conditions, NEOs received discretionary cash bonus
payments at the amount payable under the annual incentive plan as if the Company had achieved the fiscal 2012
threshold adjusted EBITDA targets, as described below.

e[ ong-term incentives, in the form of 3-year installment vesting stock options and restricted stock units, were
awarded to executives, which promote executive retention and further align executive pay with long-term

Shareholder value.

The Company also bolstered its executive compensation practices by adopting a compensation recoupment policy at
the beginning of fiscal 2012 and eliminating significant perquisites from its executive compensation program.

Compensation Philosophy, Principles and Policies

The Company’s executive compensation philosophy is to:

. Follow a Pay for Link Retention to
Attract Top Executive
Performance Long-Term Shareholder
Talent .
Compensation Model Value

The Company’s Executives should be The Company seeks to
compensation program rewarded for their minimize executive turnover
should attract achievement of near-term by utilizing retention
high-quality executives and long-term arrangements that further
who possess the skills performance goals. link executive compensation
and talent necessary to to sustained shareholder
support and achieve our value and consistent
strategic objectives. Company performance.

Therefore, the focus of the Compensation Committee and the Company’s executive compensation program is to ensure
that an appropriate relationship exists between executive pay and the creation of Shareholder value, while at the same

time enabling the Company to attract, retain, reward and motivate high caliber employees. The Compensation

Committee monitors the results of its executive compensation policy to ensure that compensation payable to executive

officers creates proper incentives to enhance Shareholder value, rewards superior performance, and is justified by

returns available to Shareholders.

In establishing compensation for the NEOs, the following principles and policies guide the Company’s executive
compensation decisions:

¢ All components of executive compensation should be set so that the Company can continue to attract, retain, reward
and motivate talented and experienced executives;
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