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Our business is subject to a variety of risks and uncertainties. In addition to the matters described above under “ Cautionary
Statement Concerning Forward- Looking Information, ” set forth below are some of the risks and uncertainties that could cause
a material adverse change in our results of operations, financial condition, or future prospects. The risks described below should
be carefully considered, together with other information provided in this report, including Management’ s Discussion and
Analysis of Financial Condition and Results of Operations and our financial statements, including the related notes. The risks
discussed below are not the only risks we face. Additional risks and uncertainties not presently known to us or not presently
deemed material by us also may materially adversely affect our business, financial condition, or results of operations in future
periods. Macroeconomic, Market, and Strategic Risks Continued economic and industry uncertainty could negatively affect our
sales and earnings. Overall demand for our products depends upon consumer demand for furniture and bedding products, which
is subject to cyclical variations in the general economy, including current 1nﬂat10na1y pressures affectmg consumer qpendmg,
declines in overall consumer confidence, recession and fears of recession,
surges-of-the-eerenaviras;-and other geopolitical events, such as the ongoing Russia / Ukralne war and the armed conﬂlct in
the Middle East . Because purchases of furniture and bedding products may be considered discretionary purchases for most
individuals and businesses, demand for these products are may-be-more-easity-heavily influenced by economic trends than

. Economic downturns, increases in unemployment rates , persistent inflation , and uncertainty
about future health and economic prospects can affect consumer spending habits and demand for discretionary items, including
home furnishings, which reduces the demand for our products and therefore can cause a decline in our sales and earnings. In
addition, the level of housing starts, sales of existing homes , declines in office occupancy rates , trends in disposable income,
changes in interest rates (particularly home mortgage rates), and availability of consumer credit, can also affect our business.
While we saw an adverse impact from some of these measures-factors due to the COVID- 19 pandemic at the end of fiscal 2020
and the beginning of fiscal 2021, we experienced increased demand in our mattress fabrics segment and in the residential side of
our upholstery fabrics segment for most of fiscal 2021, driven by greater consumer focus on the home environment and more
discretionary spending being allocated to home furnishings in the face of travel restrictions and other pandemic- related factors.
However, this trend began to reverse during fiscal 2022, particularly during the second half of the year, as COVID- related
travel and mask restrictions were lifted and consumers began to resume travel and leisure activities. We believe the trend of
increased consumer discretionary spending on travel, leisure, and entertainment, and away from home goods, continued
throughout fiscal 2023 and 2024 . Inflationary pressures also began to affect consumer spending during the second half of fiscal
2022 and eentimaing-continued throughout fiscal 2023 and 2024. In addition, declines in the U. S. housing and commercial
real estate markets in fiscal 2024 negatively impacted demand for furniture and bedding, reducing demand for our
upholstery and mattress fabric products . We are unable to predict how long these trends will last, or to what extent
macroeconomic additional-surges-ofthe-eoronavirus-or other geopolitical events may affect the eeenemte-and-purchasing cycle
for home furnishing products . Demand for our products — and therefere-our results of operations — may be materially
and adversely affeet-affected by macroeconomic trends that are beyond our control. Partly in response to certain of these
trends, in May 2024, we announced the implementation of a restructuring of our business pursuant to which we intend to
consolidate our North American mattress fabrics operations and our sewn cover operation in Haiti in an effort to align
capacity and cost structure with demand . However, we can offer no assurance that these efforts will achieve their
intended effect for-— or that the cost savings and other benefits we anticipate will be realized on the expected timeframe
ot or at all preduets)-overthe-shortanddongternr. Loss of market share due to competition swewld-may result in declines in
sales and could result in losses or decreases in earnings. Our business is highly competitive and fragmented, and we face
significant competition from many competitors, both foreign and domestic. We compete with many other manufacturers of
fabric, as well as converters who source fabrics from various producers and market them to manufacturers of furniture and
bedding. In many cases, these fabrics are sourced from foreign suppliers who have a lower cost structure than the company. The
highly competitive nature of our business in each of our segments means we are constantly subject to the risk of losing market
share, which would likely result in a fess-er-decrease in our future sales and earnings . In particular, in recent years the U. S.
bedding industry — on which the mattress fabrics segment relies — has seen significant increases in competition from
low- cost foreign producers, which has adversely affected demand for our products . As a result of increased competition,
there have been deflationary pressures on the prices for many of our products, which make it more difficult to pass along
increased operating costs such as raw materials, shipping, energy, foreign currency fluctuations, or labor in the form of price
increases, which puts downward pressure on our profit margins. Also, the wide range of product offerings in our business can
make it more difficult to differentiate our products through design, styling, finish, and other techniques. Fhreglobal-Our
operations are subject to risks of unsettled political conditions, civil unrest or instability, public health concerns or
pandemics, natural or man- made disasters, acts of war, terrorism, and the effects of climate change, any one of which
could adversely affect our business and results of operations. Our domestic and foreign operations are subject to risks of
unsettled political conditions, civil unrest or instability in countries in which we operate, natural or man- made disasters,
acts of war, and terrorism. As an example, we maintain an active production facility in Ouanaminthe, Haiti. Severe
political instability in Haiti, along with recent natural disasters, has created a crisis in the country, subjecting our
operations there to heightened risk. While operations at our production facility have not been directly affected, ongoing




political and civil unrest in Haiti could cause manufacturing disruptions at our Haiti facility. In addition, public health
concerns and pandemics have in the past, and may agaln dlsrupt our business. For example, durmg the COVID- 19

pandunu signifieantly-and-adversely-affeeted-,

could L\dLledIL these 11sks including by increasing lhu li kullhood and severity 0[ extreme w calhu‘ events. Aﬂ-y—e-ﬁt-hese—ﬂsks—
ineluding-without-hmitattonetvit-Civil unrestor-instability inHaiti-, China-public health concerns , natural disasters, acts of
war, terrorism or other adverse events eeuntries-where-we-opetate;-could cause disruption at our manufacturing or distribution
facilities, or at the facilities of our suppliers and distribution channels . The materialization of any of these risks could result



in additional expense to us, limit our supply of necessary goods and raw materials, and otherwise affect our ability to
meet the needs of our customers, and our results of operations may be materially adversely affected as a result. Our
future success depends in part on our ability to successfully implement our strategic plan, including the Fiscal 2025
restructuring, and achieve our business strategies. We continue to focus on strategic initiatives designed improve our
business and our results of operations. On May 1, 2024, we announced a significant restructuring plan designed to
reduce costs, improve asset utilization, and drive performance and profitable growth. This plan , which is being
implemented primarily in the company’ s mattress fabrics segment and, to a lesser extent, in its upholstery fabrics
segment, includes consolidating operations, restructuring operations, and reducing expenses. See “ Item 1. Business —
Fiscal 2025 Restructuring. ” There can be no assurance that these or other future strategic initiatives will be successful
to the extent we expect, or at all. Additionally, we are investing resources in these initiatives and the costs of the
initiatives may outweigh their benefits. If we miscalculate the resources we need to complete these strategic initiatives or
fail to 1mplement them effectlvely, our busmess and operatlng results could be adversely affected make-servieing-our

S . Operational Risks Our business may be
adV ersely affected by 11lcre'1§ed tariffs or other chanoes in U. S. trade policy related to imported products, as well as violations of
existing trade policies. Many of our products are manufactured or sourced outside of the United States. The U. S. government
has imposed certain tariffs on imports from various countries, including China, where a significant amount of our products is
produced. In the future, the U. S. Government may consider imposing additional tariffs or extending the timeline for
continuation of existing tariffs. Any tariffs that result in increased costs of imported products and materials could require us to
increase prices to our domestic customers . If er#-we are unable to dese-pass along these additional costs , result-intowering
our gross margins on products sold may be adversely affected . As a result, the tariffs could have a material adverse effect on
our results of operations. In addition to tariffs, the U. S. government considers other proposals for substantial changes to its trade
and tax policies, which could include import restrictions ;inereasedHmport-tariffs- changes to or withdrawal from existing trade
agreements, and border- adjustment taxes, among other possible measures. Material changes in these policies could increase our
tax obligations, require us to source materials from different regions, or increase prices to customers, which could adversely
affect sales. Any significant change in U. S. trade or tax policy related to imported products could have a material adverse effect
on our business and financial results. There are also a number of trade regulations and duties currently in place to protect the U.
S. textile industry against competition from low- priced foreign producers, such as those in China and Vietnam, but violations of
these trade regulations and duties by foreign producers has had, and may in the future have, a material adverse effect on our
operations. In May of 2019, the U. S. Department of Commerce imposed punitive anti- dumping measures against China
mattress imports to address violations of trade regulations. Despite the imposition of these duties, if China producers move their
production out of China, which we believe has already occurred, they may continue to engage in unfair competition in violation
of trade regulations between the U. S. and other countries, or there may be a potential risk of illegal transshipments of mattress
products into the United States, which involves circumventing the imposed duties by falsely claiming that mattresses are

products ofa pdltlculdl country of 0r101n to aV01d paylng higher dutles In response A-}Se—l-PSﬂpp-lry—ehaiﬂs-afe—meved-eut-ef

U. S. Department of Commerce has imposed anti- dumpmg dutles on mattress imports from seven—ef—t-hese—countrles during
fiseal 202+-other than China . ¥We-While we believe the domestic mattress industry and, in turn, our business, began to realize
some benefits from these duties starting in during-the-seeond-half-of fiseal-202 1 and-, low- priced imports eentinuing-continue
to adversely affect our sales. We can offer no assurance that such trends will abate, nor can we offer assurance that the
U. S. Department of Commerce can effectively limit the dumping of low- priced imports into fiseal-2022-and-fiseal 2623~

However-desptte-the-impeosition-ofthese—- the duties;-U. S. market. If supply chains eetld-are move-moved out of China the
affeeted-eountries-to ether-countries without anti- dumping duties and producers continue to supphyig-—-- supply low- priced

imports in violation of U. S. trade laws, and if orthere-may-be-apotentiatriskofillegal transshipments ef mattress-produets
fremrare not monitored and enforcement is not effective to limit them, these shlpments eountries-to-avoid-paying-the-higher
duties;whiehcould negatively-have a material adverse affeeteffect eur-on the company’ s business , financial condition,
results of operations or cash flows . Greater reliance on offshore operations and foreign sources of products or raw materials
increases the likelihood of disruptions to our supply chain or our ability to deliver products to our customers on a timely basis.
We rely significantly on operations in distant locations, especially China. In addition, we have been purchasing a significant
share of our products and raw materials from offshore sources, particularly Asia and Turkey. At the same time, our domestic
manufacturing capacity for the upholstery fabrics segment continues to decline. These changes have caused us to rely on an
extended supply chain and on a larger number of suppliers that we do not control, beth-efwhteh-are-inherently-subjeet
subjecting us to greater risks of delay or disruption. In addition, operations and sourcing in foreign areas are subject to the risk
of changing local governmental rules, taxes, changes in import rules or customs, import restrictions, tariffs, shipping rates,
potential political unrest and instability, coronavirus or other pandemic- related closure rules, or other threats that could disrupt

or increase the costs of operatlng in foreign areas or sourcmg products overseas. Addittonally-ehanges-inthe-value-ofthe U-—S-




cause unanticipated increases in operating costs or disruptions in business, which could have a negative impact on our ultimate
financial results. Speetfiealty-Recently, a confluence of factors has caused disruptions to international shipping, increasing
costs and delaying shipments. Attacks on ships entering the Red Sea en route to the Suez Canal, an important waterway
for vessels moving between Asia and the United States, by Houthi rebels in Yemen has forced ships to take longer routes.
In addition, labor disputes at major ports and railways throughout the world, along with weather- related disruptions,
such as droughts in Panama reducing capacity in the Panama Canal, have further impacted the global supply chain.
These factors began to affect the availability of containers and space for shipments from our China operations beginning
in the second half of fiscal 2024, and shipping costs have been rising since that time. Additionally, the change in global
routes due to the Suez and Panama Canal disruptions has caused transit times to be extended by approximately two
weeks. If any of these or other factors were to worsen, we may be unable to timely ship our products or receive the
materials we need to produce our products, or our shipping costs may further increase. We may be unable to pass along
such costs to our customers, or may have difficulty meeting our customers’ demands, each of which may materially and
adversely affect our results of operations. In addition, with respect to sourcing products and raw materials from third- party
suppliers in China, our ability to timely or successfully import such products or preduets-those made with such raw materials

may be ddversely aﬂected by chan;aes in U. S. laws. For example the- U—S—-Goevernmenthas-takenseveralsteps-to-address
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- impose a presumptive ban on the import of goods to the U. S.
that are made Wholly orin part in t-he%éUAR—certam deﬁned areas or by certaln restrlcted persons or that-partietpate-in
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These U-F—I:P—A—laws and regulatlons speuhcally ’f&r—gets— target cotton and the dpparel and textile 1ndusmes as high- prlonty
sectors for enforcement. None of our Chinese suppliers are located in the XHAR-region targeted or are identified as
restricted entities under these laws and regulations , and we prohibit our suppliers from doing business with or sourcing
inputs from any company or entity that is in the region targeted or that restricted under U. S. or other applicable law.
However, as a result of the-these BFERA-laws and WROs-regulations , products we import into the U. S. could be held for
mspectlon by GBP—U S. customs and border patrol based on a susplclonﬂ&&Hﬂeh—pfe&uefs—er—mpﬂts—used-ﬁrstteh—pfeduefs
o 0 y y b by pph of noncompliance pattieipatitig

; : A ary-. During hscal 2023 and early in fiscal 2024 . we
were subjected to a 11mlted numbel of such GBP—detentlons and were successful in submitting satisfactory supply chain evidence
to result in the release of all such detained good-goods by-EBR-. These detentions have-did not resulted in any material impact
on our business, supply chain, customer relationships, or reputation , and we did not have any further detentions in fiscal
2024 . However, future detentions could result in unexpected (i) delays or rejections of products scheduled for delivery to us,
which could in turn affect the timing or our ability to delwery—- deliver products to our customers; (ii) supply chain disruptions
and increased operating costs; (iii) damage to our customer relationships; and / or (iv) negative publicity that harms our
reputation, any of which could have a material impact on our business and negatively affect our ultimate financial results. Our
business faces several risks associated with doing business in China We source a variety of fabrics, as well as cut and sewn
upholstery kits and sewn mdttress covers, from a limited number of strategic suppliers in China. We also operate four twe

y A A A facilities in Shanghai, China. The Chinese economy is characterized by
extensive state owneuhlp control, and regulatlon and the political, legal, and economic climate in China is fluid and
unpredictable. Therefore, our business is continually subject to the risk of changes in Chinese laws and regulations that could
have an adverse effect on our suppliers and manufacturing operations. Any changes in policies governing tariffs, imports and
exports, taxation, inflation, economic sanctions and export controls, environmental regulations, foreign currency exchange rates,
the labor market, property, network security, intellectual property, and financial regulations could have an adverse effect on our
business. Further, the Chinese legal system is continuing to develop and evolve, and the enforcement of rules and regulations is
not always consistent or uniform. Moreover, any potential civil unrest, natural disasters, or other threats could disrupt or increase
the costs of operating in China. The Chinese economy poses additional risks to our business, including fluctuating rates of
inflation and currency exchange rates, a declining labor force participation rate, and rising employee wages. In addition, changes
in the political climate or trade policy of the United States, such as increased duties, tariffs, or U. S. restrictions on Chinese
imports, suehasthe FERA;-may adversely affect our business. Our ability to operate in China has also been adversely affected
by the COVID- 19 pandemic, and may in the future be negatively affected by additional surges in the coronavirus or other
diseases. For example, during the COVID- 19 pandemic, China from time to time enforced broad teekdewns;-lock- downs
which affected our ability to timely produce and ship products and affected the ability of our third- party suppliers and their
supply chain to timely deliver products and materials. Any of the risks associated with our Chinese operations and sources could
cause unanticipated increases in operating costs or disruptions in business, which could negatively affect our ultimate financial
results . Because a significant portion of our operations are located outside the U. S., we may be adversely affected by
changes in the value of the U. S. dollar. Changes in the value of the U. S. dollar versus other currencies can affect our
financial results because a significant portion of our operations are located outside the United States. We manage various
operating activities at the local level and net sales, costs, assets and liabilities are denominated in both the local currency
and the U. S. dollar. Our results of operations and assets and liabilities are reported in U. S. dollars and thus will
fluctuate with changes in applicable exchange rates, affecting our reported results and the comparability of our results of
operations and cash flows between periods. Further, strengthening of the U. S. dollar against other currencies could




make our products less competitive on the basis of price in markets outside the United States, and strengthening of
currencies in Canada and China could have a negative impact on our sales of products produced in those places . We
may have difficulty managing the outsourcing arrangements being used for products and services. We rely on outside sources
for various products and services, including yarn and other raw materials, greige (unfinished) fabrics, finished fabrics, cut and
sewn upholstery kits, sewn mattress covers, and services such as weaving and finishing. Increased reliance on outsourcing
lowers our capital investment and fixed costs, but it decreases the amount of control that we have over certain elements of our
production capacity. Interruptions in our ability to obtain raw materials or other required products or services from our outside
suppliers on a timely and cost- effective basis, especially if alternative suppliers cannot be immediately obtained, could disrupt
our production and damage our financial results. Write- offs or write- downs of assets would result in a decrease in our earnings
and shareholders’ equity. The company has assets, primarily consisting of property, plant and equipment, right of use assets,
inventory, and intangible assets, that may be subject to write- offs or write- downs. ASC Topic 360 establishes an impairment
accounting model for long- lived assets, including property, plant, and equipment, right of use assets, and finite- lived intangible
assets such as customer relationships and our non- compete agreement. It requires the company to assess these assets for
impairment whenever events or changes in circumstances indicate that the carrying value of the asset may not be recovered. In
accordance with ASC Topic 330, management continuously examines inventory to determine if there are indicators that the
carrying value exceeds its net realizable value. Experience has shown that the most significant of such indicators are the age of
the inventory and planned discontinuances of certain patterns. ASC Topic 350 establishes an impairment model for indefinite-
lived intangible assets, such as our tradename, which must be tested at least annually for impairment or whenever events or
changes in circumstances indicate that the carrying value of the asset may not be recovered. Identifying and assessing whether
impairment indicators exist, or if events or changes in circumstances have occurred, including market conditions, operating
results, competition, and general economic conditions, requires significant judgment. Any of such future actions could result in
charges that could have an adverse effect on our financial condition and results of operations, and there is no assurance that
future write- downs of fixed assets or other intangible assets will not occur if business conditions were to deteriorate. As a result
of inventory impatrment-assessments eondueted-during-fiseal 26023~ we incurred non- cash inventory charges during fiscal
years 2024, 2023, and 2022 totaling $ 40, 000, $ 5. 8 million, whieh-and $ 1. 9 million, respectively. The $ 40, 000 charge
incurred during fiscal 2024 is related to markdowns of inventory in the upholstery fabrics segment associated with the
discontinuation of production of cut and sewn upholstery Kkits at the company' s facility in Ouanaminthe, Haiti. The $ 5.
8 million charge incurred in fiscal 2023 represents a $ 2. 9 million impairment charge associated with our mattress fabrics
segment; a total of $ 2. 8 million related to markdowns of inventory in both segments that were estimated based on our policy for
aged inventory; and $ 98, 000 for the loss on disposal and markdowns of inventory related to the exit of our cut and sewn

upholstery fabrics operation located in Shanghai, China. The Wetneurrednon—eashinventoryehargesof$ 1. 9 million charge
in and-$-882,-000-during-fiscal 2022 and2024respeetively;-whichrepresent-represents inventory markdowns eftnventory-in

both segments that were based on our policy of aged inventory. See Notes 54 , 76 , and 9-8 of the consolidated financial
statements for further details of our assessments of impairment, conclusions reached, and the performance of our quantitative
tests . As part of the Fiscal 2025 restructuring, we expect to incur a non- cash charge of approximately $ 2. 1 million
associated with write- downs and other inventory related adjustments; a non- cash charge of approximately $ 650, 000
associated with accelerated rent amortization for a leased building in Haiti; and a non- cash charge of approximately $ 2.
3 million associated with accelerated depreciation and losses on the sale of equipment. Actual write- downs and non- cash
charges may exceed these amounts . Write- offs and write- downs of our assets, including inventory, result in an immediate
charge to our earnings, and can have a material adverse effect on our operating results and financial condition. Changes in the
price, availability, and quality of raw materials could increase our costs or cause production delays and sales interruptions,
which would result in decreased earnings. We depend upon outside suppliers for most of our raw material needs, and we rely
upon outside suppliers for component materials such as yarn, unfinished fabrics, and cut and sewn upholstery kits and mattress
covers, as well as for certain services such as finishing and weaving. Fluctuations in the price, availability, and quality of these
goods and services have had, and could continue to have, a negative effect on our production costs and ability to meet the
demands of our customers, which can affect our ability to generate sales and earnings. In many cases, we are not able to pass
through increased costs of raw materials or increased production costs to our customers through price increases. In particular,
many of our basic raw materials are petrochemical products or are produced from such products. For this reason, our material
costs are especially sensitive to changes in prices for petrochemicalq and the underlying price of oil. Increases in prices for oil,
petrochemical products or other raw materials and %erv1ce§ prov1ded by outside %upphers can qlgnlﬁcantly increase our costs and
negatlvely affect our proﬁt marglm and earnlng% ; W W 7

prlcei a hlgher demand environment, and labor %hortage% —’Phese—pfess&fes—eeﬁt—mued—durmg ﬁical 2022 caused —W‘tt-h—fuﬁ-hef
tnereasestraw material eests-prices to increase , particularly during the second half of the year r-due-to-the-eontinued-rise-in
ottpriees-and-a-higher-demand-environment- During fiscal 2023 and fiscal 2024 , the cost of raw materials begatrto-deeline
declined during-the-firsthalf-ofthe-year-due to lower oil prices and slowing global demand, but the higher costs and lower
availability of labor remained challenging threugheoutthe-in both year-years . Raw-While the cost of raw material-materials
and labor costs were relatively stable during the-seeend-half-of-fiscal 2023-2024 —Hewever-, the factors listed above, among
the-other factors, pressures-that-affeetraw-material-eosts-may drive addittonal-future increases in raw material prices inthe
future-, which may harm our results of operation . Increases in energy costs increase our operating costs and could adversely
affect earnings. Higher prices for electricity, natural gas, and fuel increase our production and shipping costs. A significant
shortage, increased prices, or interruptions in the availability of these energy sources would increase the costs of producing and
delivering products to our customers and would be likely to adversely affect our earnings. In many cases, we are not able to pass



along the full extent of increases in our production costs to customers through price increases. Energy costs have varied
significantly during recent fiscal years and remain a volatile element of our costs. Increases in energy costs could have a
negative effect on our earnings. Business difficulties or failures of large customers could result in a decrease in our sales and
earnings. We currently have several customers that account for a substantial portion of our sales. In the mattress fabrics segment,
several large bedding manufacturers have large market shares and comprise a significant portion of our mattress fabric sales =

; ¢, with Serta Simmons Holdings, LLC and its subcontractors accounting
for approx1mately 13 mefe-t-haﬁ—l-e—% of eur-consolidated net sales in fiscal 2623-2024 rmanyreeent-years-we-have-had-one
or-more-eustomers-whe-did-. [n the upholstery fabrics segment, La- Z- Boy Incorporated accounted for approximately 45-12 %
of consolidated net sales during fiscal 2623-2024 , and several other large furniture manufacturers comprised a significant
portion of sales. A business failure or other significant financial difficulty by one or more of our major customers, or the loss of
one or more of these customers, could cause a significant loss in sales, an adverse effect on our earnings, and difficulty in
collection of our trade accounts receivable. For example, enJune25-in recent years , 2622;-a-two of our major eustenter
customers and-ts-affittates-associated with our mattress fabrics segment anneuneed-that-they-filed voluntary petitions for

reorganrzatron under Chapter 11 of the U S Bankruptcy Code —&ﬂd—eﬁ—}&ﬁtlaﬂ%ﬁe%raﬁeﬂier—majer—eﬁstemeﬁaﬂd-ﬁs

ﬁ-f—t-he—U—S—Banl&uptey—eede— Although we did not record any credit losses and have recerved payment in full regardmg all
outstanding accounts receivable with respect to each of these customers, a business failure or loss of either such customer and its
affiliates, or a business failure or loss of one or more other major customers, could cause a decrease in our sales and an adverse
effect on our earnings. Addittonatly-Unforeseen events may adversely affect our customers , as-a-result-causing them to
delay, or cease, payments to us. For example, during the onset of the COVID- 19 pandemic beginninginthe-fourth-quarter
of fiseal2026-, some customers experrenced cash flow challenges and requested extended payment terms —Buring-fiseal 20245

may—eﬁ-l-y—eeetrr—a—fter—stgﬂtﬁeaﬂt—delay— Whrle we perform cred1t evaluatrons of our customers those evaluatrons may not

prevent uncollectible trade accounts receivable. Credit evaluations involve significant management diligence and judgment,
especially in the current environment. If more customers than we anticipate experience liquidity issues, if payments are not
received on a timely basis, or if a customer declares bankruptcy, we may have difficulty collecting amounts owed to us by these
customers, which could adversely affect our sales, earnings, financial condition, and liquidity. If we fail to anticipate and
respond to changes in consumer tastes and fashion trends, our sales and earnings may decline. Demand for various types of
upholstery fabrics and mattress coverings changes over time due to fashion trends and changing consumer tastes for furniture
and bedding. Our success in marketing our fabrics depends upon our ability to anticipate and respond in a timely manner to
fashion trends in home furnishings. If we fail to identify and respond to these changes, our sales of these products may decline.
In addition, incorrect projections about the demand for certain products could cause the accumulation of excess raw material or
finished goods inventory, which could lead to inventory mark- downs and decreases in earnings. Increasing dependence on
information technology systems comes with specific risks, including cybersecurity breaches and data leaks, which could have an
adverse effect on our business. We increasingly rely on technology systems and infrastructure. Additionally, we rely on third-
party service providers in connection with the maintenance thereof and the execution of certain business processes. Greater
dependence on technology systems heightens the risk of potential vulnerabilities from system failure and malfunction,
breakdowns due to natural disasters, human error, unauthorized access, power loss, and other unforeseen events. Data privacy
breaches by employees and others with or without authorized access to our systems poses risks that sensitive data may be
permanently lost or leaked to the public or other unauthorized persons. With the growing use and rapid evolution of technology,
including internet-seHing-artificial intelligence and machine learning , cloud- based computing and mobile devices, there are
additional risks of unintentional data leaks. There is also the risk of our exposure to theft of confidential information, intentional
vandalism, industrial espionage, and a variety of cyber- attacks, including phishing attempts, covertly introducing malware to
our computers and networks (or the computers and networks of our third- party providers), and impersonating authorized users,
among other types of cyber- attacks, that could compromise our internal technology system, infrastructure, or result in data
leakage in- house or at our third- party providers and business partners . Moreover, we may face increased exposure to these
threats as a result of allowing certain of our employees to work remotely from time- to- time . Attempts to gain
unauthorized access to our information technology systems have become increasingly more sophisticated over time, and while
we seek to detect and investigate all security incidents and to prevent their recurrence, in some cases we might be unaware of an
incident or its magnitude and effect. Failures of technology or related systems, cybersecurity incidents, or improper release of
confidential information, could damage our business or subject us to unexpected liabilities, expenditures, and recovery time.
Additionally, the devotion of additional resources to the security of our information technology systems in the future could
significantly increase our operating costs or otherwise adversely affect our financial results. We continue to balance the risk of
an electronic security breach resulting in the unauthorized release of confidential information with the cost to protect us against
such a breach, and we have taken steps to ensufe-t-hat—obtaln insurance coverage for potential losses arising from a breach

v arry-, although the costs, potential monetary damages, and operatronal
consequences of respondrng to cyber 1nc1dents and 1mplementmg remediation measures may be in excess of our insurance
coverage or not covered at all by our insurance ;-and-. Losses in excess of our insurance coverage or outside the scope of our
coverage could have a material adverse effect on our operatrons and financial results In addition to t-he—exteﬁt—duect financial
losses , cybersecurity incidents may a ;
adversely impact our relationships with our customers or our husmess reputatron , whlch may cause long term damage to our




business . We have been a target of cybersecurity attacks in the past, and while such attacks have not resulted in a material
impact on our operations, business, customer relationships, or reputation, we can provide no assurance that cybersecurity
attacks or other cybersecurity related incidents will not have a material adverse impact on our business in the future.
Actions of activist shareholders could be disruptive and potentially costly and the possibility that activist shareholders
may seek changes that conflict with our strategic direction could cause uncertainty about the strategic direction of our
business. In July 2024, we entered into an agreement with an activist investor, 22NW, LP, and various of its affiliates
(collectively, “ 22NW ”) that had filed a Schedule 13D with the SEC with respect to us, where we agreed to appoint a
representative of 22NW to our board of directors and nominate that representative for election at our 2024 annual
meeting in return for certain customary confidentiality and standstill provisions. 22NW remains a greater than S %
owner of Culp stock. Activist investors may attempt to effect changes in our strategic direction and how we are governed,
or to acquire control over us. Some investors seek to increase short- term shareholder value by advocating corporate
actions, such attaeks-as financial restructuring, increased borrowing, special dividends, stock repurchases, or even sales
of assets or the entire company. While we welcome varying opinions from all shareholders, activist campaigns that
contest or conflict with our strategic direction could #rhave an adverse effect on our results of operations and financial
condition, as responding to proxy contests and the-other futare-actions by activist shareholders can disrupt our
operations, be costly and time- consuming, and divert the attention of our board of directors and senior management
from the pursult of busmess strategles ln dddmon percelved uncertamtles as we—peﬂﬂrt—eefta-m—eﬂap-}eyees—to weflefrefﬂ

lack of contmulty Whlch SHESY 3 tons beratta 3 i tons-due-to
faet-thatemployees-may be wef}ﬂng—feﬂ&efel-y— xplmted by our competltors may cause concern to our current or potentlal
customers, may result in the loss of potential business opportunities and we-eannot-be-may make it more difficult to
attract and eertain- retain qualified personnel and business partners. These types of actions could cause significant
fluctuations in our stock price based on temporary or speculative market perceptions or other factors that do not
necessarily reflect the underlying fundamentals and prospects of our business mitigation-efforts-wittbe-effeetive-. We may
not be able to recruit and retain key employees and skilled workers in a competitive labor market. If we cannot successfully
recruit and retain key employees and skilled workers or if we experience the unexpected loss of those employees, our operations
may be negatively affected. A shortage of qualified personnel, along with cost inflation, may require us to enhance our
compensation in order to compete effectively in the hiring and retention of qualified employees. In addition, we are and will
continue to be dependent upon our senior management team and other key personnel. Losing the services of one or more key
members of our management team or other key personnel could ddversely affect our operdtlons —COVD-—19-may-alse-tnerease

ﬂ&feﬂghetrt—ﬂ&e—eeﬁrpaﬂ-y— Our 1ntellectual property rights may not prevent others hom using our COpyIléhtS or trademarks in
connection with the sale of competitive products. We may be subject to claims that our products or trademarks infringe
intellectual property rights of others. We currently hold, or have registration applications pending for, numerous trademarks and
copyrights for various product and trade names, logos, and fabric designs in the United States and certain foreign countries. We
view such intellectual property, along with any unregistered copyrights, trademarks, service marks, trade names, domain names,
trade dress, trade secrets, and proprietary technologies, as an important part of our business. These intellectual property rights
may not provide adequate protection against infringement or piracy, may not prevent competitors from developing and
marketing products that are similar or competitive with our fabric designs or other products, and may be costly and time-
consuming to protect and enforce. In addition, the laws of some foreign countries may not protect our intellectual property rights
and confidential information to the same extent as the laws of the United States. If we are unable to protect and enforce our
intellectual property, we may be unable to prevent other companies from using our fabric designs or trademarks in connection
with competitive products, which could adversely affect our sales, profitability, cash flows and financial condition. We may be
subject to claims that our products, advertising, or trademarks infringe the intellectual property rights of others. The defense of
these claims, even if we are ultimately successful, may result in costly litigation, and if we are not successful in our defense, we
could be subject to injunctions and liability for damages or royalty obligations, and our sales, profitability, cash flows and
financial condition could be adversely affected. We have made and expect to continue to make acquisitions, which could involve
certain risks and uncertainties. Acquisitions have been and may continue to be an important element of our business strategy.
Acquisitions involve numerous inherent challenges, such as properly evaluating acquisition opportunities, properly evaluating
risks and other diligence matters, ensuring adequate capital availability, and balancing other resource constraints. There are risks
and uncertainties related to acquisitions, including difficulties integrating acquired operations, technology, personnel, and
financial and other systems; unrealized sales expectations from the acquired business; unrealized synergies and cost- savings;
unknown or underestimated liabilities; diversion of management attention from running our existing businesses; and potential
loss of key management employees of the acquired business. In addition, internal control over financial reporting of acquired
companies may not be up to required standards. Our integration activities may place substantial demand on our management,
operational resources, and financial and internal control systems. Customer dissatisfaction or performance problems with an
acquired business, technology, service, or product could also have a material adverse effect on our reputation and business.
Risks Related to Financing Our Operations We may require funding from external sources, which may not be available at the



levels we require or may cost more than we expect. As a result, our expenses and operating results could be negatively affected.
We regularly review and evaluate our liquidity and capital needs. Our available cash, cash equivalents, and cash flow from
operations have been adequate to finance our operations and capital requirements in recent years. However, if we experience a
sustained decline in revenue, there may be periods in which we may require additional external funding to support our
operations. Also, market interest rates have increased significantly since the beginning of fiscal 2023. If we have a need to incur
debt under our credit facilities, the cost of borrowing could increase substantially over debt costs that we have previously
incurred. As of April 36-28 , 2623-2024 , we had approximately $ 32. 6-5 million in combined total borrowing availability under
our domestic credit facility and our China credit faetlity-line . In January 2023, we entered into a Second Amended and
Restated Credit Agreement with respect to our domestic credit facility, which provides for a revolving credit facility up to a
maximum principal amount of $ 35. 0 million, secured by a lien on the company' s assets. The amount available under this
facility is limited by a borrowing base consisting of certain eligible accounts receivable and inventory of the company. In the
event we require additional liquidity from our lenders that exceeds the availability under our credit facilities at such time, such
funds may not be available to us. In addition, in the event we draw on any of our credit facilities, outstanding amounts may
become immediately due and payable upon certain events of default, including a failure to comply with the financial covenants
or certain other affirmative and negative covenants in the credit agreements. If we are unable to access additional credit at the
levels we require, or the cost of credit is greater than expected, it could adversely affect our operating results or financial
condition. Legal and Regulatory Risks We are subject to litigation and environmental regulations that could adversely affect our
sales and earnings. We have been, and in the future may be, a party to legal proceedings and claims, including environmental
matters, product liability, and employment disputes, some of which claim significant damages. We face the continual business
risk of exposure to claims that our operations have caused personal injury or property damage, including the related risk of
damage to our brand and reputation in conjunction with such claims. We maintain insurance against product liability claims and,
in some cases, have indemnification agreements with regard to environmental claims, but there can be no assurance that these
arrangements will continue to be available on acceptable terms or that such arrangements will be adequate for liabilities actually
incurred. Given the inherent uncertainty of litigation, there can be no assurance that claims against the company will not have a
material adverse impact on our earnings or financial condition. We are also subject to various laws and regulations in our
business, including those relating to environmental protection and the discharge of materials into the environment. We could
incur substantial costs as a result of noncompliance with or liability for cleanup or other costs or damages under environmental
laws or other regulations. We must comply with many governmental regulations applicable to our business, and changes in those
regulations could adversely affect our business. Our products and raw materials are and will continue to be subject to regulation
in the United States by various federal, state, and local regulatory authorities. In addition, other governments and agencies in
other jurisdictions regulate the manufacture, sale, and distribution of our products and raw materials. Also, rules and restrictions
regarding the importation of fabrics and other materials, including custom duties, tariffs, import restrictions (including, without
limitation, the recent enactment of the UFLPA), quotas, banned substances, and other regulations, are continually changing.
Environmental laws, labor laws, tax laws and regulations (including, without limitation, the Global Intangible Low Taxed
Income (““ GILTI ) tax provisions), data privacy laws, and other regulations continually affect our business. These rules and
regulations can and do change from time to time, which can increase our costs and our taxes, or can require us to make changes
in our manufacturing processes, product mix, sources of products and raw materials, or distribution. Changes in the rules and
regulations applicable to our business may negatively affect our sales and earnings.



