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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended December 29, 2012
OR

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

For the transition period from to

DELTA APPAREL, INC.

(Exact name of registrant as specified in its arart

GEORGIA 58-2508794
(State or Other Jurisdiction of (I.R.S. Employe
Incorporation or Organization) Identificatioro )l

322 South Main Street
Greenville, SC 29601
(Address of principal executive offices) (Zipde)

(864) 232-5200

(Registrant’s telephone number, including area fode

(Former name, former address and former fiscal,yeaihanged since last report.)

Indicate by check mark whether the registrant @l filed all reports required to be filed by SectiB or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirefilécsuch reports), and (2) has been sul
to such filing requirements for the past 90 days.

YesM No0O

Indicate by check mark whether the registrant hiwnitted electronically and posted on its corpoifeb site, if any, every Interactive D
File required to be submitted and posted pursuaRiuie 405 of Regulation $-during the preceding 12 months (or for such srgreriod the
the registrant was required to submit and post §iles).

YesM No0O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axxcelerated filer, or a smaller repori
company. See the definitions of a “large acceléréiter,” “accelerated filer” and “smaller reporgrcompany” in Rule 12B-of the Exchan
Act. (Check one):

Large accelerated fildrl Accelerated file® Non-accelerated fileld Smaller reporting compariy

(Do not check if a smaller
reporting company)

Indicate by check mark whether the registrantsell company (as defined in Rule 12b-2 of the Exge Act).

Yesd NoM
As of January 25, 2013 , there were outstandingB8IL0 shares of the registrantommon stock, par value of $0.01 per share, wisithe



only class of outstanding common or voting stockhefregistrant.
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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statement:
Delta Apparel, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(Amounts in thousands, except share amounts anshpee data)

(Unaudited)
December 29, June 30,
2012 2012
Assets
Current assets:
Cash and cash equivalents $ 924C % 467
Accounts receivable, less allowances of $1,84b%h312 respectively 56,75! 73,85t
Income tax receivable 8,852 8,79¢
Inventories, net 168,35’ 161,63:
Prepaid expenses and other current assets 4,99/ 3,77(
Deferred income taxes 3,50( 4,96¢
Total current assets 243,39: 253,48t
Property, plant and equipment, net 39,54¢ 39,42¢
Goodwill 16,81 16,81:
Intangibles, net 6,49: 6,791
Other assets 3,691 3,87¢
Total assets $ 309,93¢ $ 320,39:
Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payable $ 4491: $ 46,32(
Accrued expenses 17,06: 16,60¢
Current portion of long-term debt 3,52¢ 3,52¢
Total current liabilities 65,50+ 66,45’
Long-term debt, less current maturities 101,35: 110,94
Deferred income taxes 3,12¢ 3,80:
Other liabilities 19C 21¢
Total liabilities $ 170,170 % 181,42

Commitments and contingencies — —

Shareholders’ equity:
Preferred stock—$0.01 par value, 2,000,000 shartmezed, none issued and outstanding — —

Common stock —$0.01 par value, 15,000,000 sharte®azed, 9,646,972 shares issued, and 96 9€
8,227,593 and 8,424,709 shares outstanding asadritger 29, 2012 and June 30, 2012,
respectively

Additional paid-in capital 60,444 60,36

Retained earnings 94,437 90,83(

Accumulated other comprehensive loss (139 (229)

Treasury stock —1,419,379 and 1,222,263 shareS@sagmber 29, 2012 and June 30, 2012,

respectively (15,077 (12,197
Total shareholders’ equity 139,76t 138,96
Total liabilities and shareholders' equity $ 309,93¢ $ 320,39:

See accompanying Notes to Condensed Consolidategid¢tal Statements.
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Delta Apparel, Inc. and Subsidiaries

Consolidated Statements of Operations

(Amounts in thousands, except per share data)

(Unaudited)

Three Months Ended

Six Months Ended

December 29, December 31,

December 29,

December 31,

2012 2011 2012 2011
Net sales $ 106,75( $ 105,48t $ 236,86« $ 229,00¢
Cost of goods sold 83,99 105,34! 182,25t 197,61:
Gross profit 22,75t 141 54,60¢ 31,39¢
Selling, general and administrative expenses 21,87 20,18: 47,73t 44,74«
Other expense (income), net 34 (52 19C (59
Operating income (loss) 84¢ (29,989 6,682 (13,289
Interest expense, net 887 992 1,96: 1,88t
(Loss) earnings before (benefit) provision for imeptaxes (47) (20,98) 4,71¢ (15,179
(Benefit) provision for income taxes (87) (7,389 1,10¢ (5,99¢)
Net earnings (loss) $ 46 $ (1359) 9 3,61C $ (9,179
Basic earnings (loss) per share $ 0.01 $ (1.6 $ 0.4: % (1.09
Diluted earnings (loss) per share $ 0.01 $ (2.67) 9 04z $ (1.09
Weighted average number of shares outstanding 8,30z 8,46¢ 8,35( 8,45¢
Dilutive effect of stock options and awards 311 — 282 —
Weighted average number of shares assuming dilution 8,61: 8,46¢ 8,63 8,45t

See accompanying Notes to Condensed Consolidatetid¢tal Statements.
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Delta Apparel, Inc. and Subsidiaries
Condensed Consolidated Statements of Comprehensiveeome
(Amounts in thousands)

(Unaudited)
Three Months Ending Six Months Ending
December 29, December 31, December 29, December 31,
2012 2011 2012 2011
Net earnings (loss) $ 46 $ (1359) $ 3,61C $ (9,179
Other comprehensive income (loss) 25 53 (5) (67)
Comprehensive income (loss) $ 71 $ (13539 $ 3,60t $ (9,249

See accompanying Notes to Condensed Consolidateti¢ial Statements.
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Delta Apparel, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Amounts in thousands)

(Unaudited)
Six Months Ended
December 29, December 31,
2012 2011
Operating activities:
Earnings (loss) from continuing operations $ 3,61C $ (9,179
Adjustments to reconcile earnings to net cash piexvby (used in) operating activities:
Depreciation and amortization 3,971 3,64z
Amortization of deferred financing fees 18C 18C
Excess tax benefits from exercise of stock options (21) (529
Provision for deferred income taxes 78¢ (1,179
Non-cash stock compensation 244 1,04:
Loss on disposal of property and equipment 59 45
Inventory write down — 16,19¢
Changes in operating assets and liabilities:
Accounts receivable 17,10t 25,43:
Inventories (6,726 (39,909
Prepaid expenses and other current assets (1,229 (811
Other non-current assets 4 124
Accounts payable (1,409 (9,046
Accrued expenses 452 (8,079
Income taxes (35 (7,176
Other liabilities (33 61
Net cash provided by (used in) operating activities 16,97( (29,16¢)
Investing activities:
Purchases of property and equipment, net (3,850 (3,059
Net cash used in investing activities (3,850 (3,059
Financing activities:
Proceeds from long-term debt 248,58( 302,87¢
Repayment of long-term debt (258,179 (269,14
Repurchase of common stock (3,039 (2,289
Proceeds from stock options (3D (59
Excess tax benefits from exercise of stock options 21 52¢
Net cash (used in) provided by financing activities (12,647 31,92:
Net increase (decrease) in cash and cash equisalent 4732 (307)
Cash and cash equivalents at beginning of year 467 65€
Cash and cash equivalents at end of year $ 94C % 35t
Supplemental cash flow information:
Cash paid during the year for interest $ 1,79¢ % 92¢
Cash paid during the year for income taxes, ne¢foinds received $ 352 % 2,30¢

See accompanying Notes to Condensed Consolidateti¢tal Statements.
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Delta Apparel, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note A—Basis of Presentation and Description of Birgess

We prepared the accompanying interim condensedotidaged financial statements in accordance with itistructions for Form 1@ anc
Article 10 of Regulation S¢. Accordingly, they do not include all of the imfoation and footnotes required by U.S. generallgepte
accounting principles ("US GAAP") for complete fi@al statements. We believe these condensed dédated financial statements reflect
adjustments (consisting of only normal recurringraals) considered necessary for a fair presemta@perating results for the six mor
ended December 29, 2012re not necessarily indicative of the result$ thay be expected for our fiscal year ending June013. Althoug
our various product lines are sold on a yeamd basis, the demand for specific products ylestreflects some seasonality, with sales ir
fourth fiscal quarter generally being the highe=t aales in our second fiscal quarter generallgdthie lowest. For more information regarc
our results of operations and financial positia@fer to the consolidated financial statements adnbtes included in our Form ¥0for out
fiscal year ended June 30, 2012, filed with thetéthiStates Securities and Exchange Commission ("SEC

“Delta Apparel”, the “Company”, and “we”, “us” arfdur” are used interchangeably to refer to Delta Appénel, together with our domes
wholly-owned subsidiaries, including M.J. Soffe, CL(“Soffe”), Junkfood Clothing Company (“Junkfood”o The Game, LLC {To The
Game”), Art Gun, LLC (“Art Gun”) and other internanal subsidiaries, as appropriate to the context.

Delta Apparel, Inc. is an international appareligies marketing, manufacturing and sourcing comptrat features a diverse portfolio
lifestyle branded activewear and headwear, andymexl highquality private label programs. We specialize iflimg casual and athlet
products through a variety of distribution chann€@sir products are sold across distribution tierd @ most store types, including speci
stores, boutiques, department stores, and mid a®s channels. We also have niche distribution ligm bookstores and the U.S. milit
Our products are made available directtmsumer on our websites at www.soffe.com, www jaa#iclothing.com, www.saltlife.com a
www.deltaapparel.com. Additional products can bawad at www.2thegame.com and www.thecottonexcheageWe design and interna
manufacture the majority of our products, whictowat us to offer a high degree of consistency aralityucontrol as well as leverage sc
efficiencies.We have manufacturing operations located in theddnbtates, El Salvador, Honduras and Mexico, aeddomestic and forei
contractors as additional sources of production. @stribution facilities are strategically locatdttoughout the United States to better s
our customers with same-day shipping on our catatoducts and weekly replenishments to retailers.

We were incorporated in Georgia in 1999 and oudbearters is located at 322 South Main Street, iiée, South Carolina 29601 (teleph¢
number: 864-232-5200). Our common stock tradeherNty SE MKT under the symbol “DLA”. We operate 0BZ53 week fiscal year endi
on the Saturday closest to June 30.

Note B—Accounting Policies

Our accounting policies are consistent with thosscdbed in our Significant Accounting Policiesanr Form 10K for the fiscal year end:
June 30, 2012, filed with the United States S¢iesrand Exchange Commission.

Note C—New Accounting Standards
Recently Adopted Standards

In June 2011, the Financial Accounting Standardsr&8¢'FASB"), issued Accounting Standards UpdafeS@U") No. 2011-05Comprehensive
Income (Topic 220) - Presentation of Comprehensive Income ("ASU 201105"). This new guidance gives companies two choameow tc
present items of net income, items of other congmelve income and total comprehensive income: campacan create one continu
statement of comprehensive income or two sepamatsecutive statements. Other comprehensive inceme longer allowed to be preser
solely in the statement of stockholders' equitynifeys per share continues to be based on net imcABU 201105 is effective for fiscal yeal
and interim periods within those years, beginnifigraDecember 15, 2011, and applied on a retrosgebasis. ASU 20105 was adopted
July 1, 2012, and the Condensed Consolidated Staismf Comprehensive Income herein comply with thiidance.

In December 2011, the FASB issued No. ASU 2011Bkerral of the Effective Date for Amendments to the Presentation of Reclassifications
of Items Out of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05 ("ASU 2011-12"). ASU 20112
indefinitely defers the new provisions under ASUL2Q5, which required entities to present reclasdificaadjustments out of accumula
other comprehensive income by component in both stiadement in which net income is presented andstheement in which oth
comprehensive income is presented for both intenm annual financial statements. ASU 20Plis effective for the years beginning &
December 15, 2011. ASU 201P-was adopted on July 1, 2012, and the Condensedolidated Statements of Comprehensive Income st
with this guidance.
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In September 2011, the FASB issued ASU No. 2011+@8ngibles - Goodwill and Other (Topic 350), Testing Goodwill for Impairment ("ASU
2011908"). FASB decided to simplify how companies arquieed to test goodwill for impairment. Companiesanhave the option to fir
assess qualitative factors to determine whethisrritore likely than not (likelihood of more than%pthat the fair value of a reporting uni
less than its carrying amount. If after considefting totality of events and circumstances a compmiatgrmines it is not more likely than
that the fair value of a reporting unit is lessrtlits carrying amount, it will not have to perfothe twostep impairment test. The amendm
are effective for annual and interim goodwill impaént tests performed for fiscal years beginnirigraddbecember 15, 2011. ASU 2008-wa:
adopted on July 1, 2012, and the adoption had padtron our financial statements.

In May 2011, the FASB issued ASU No. 2011-G4jr Value Measurement (Topic 820) - Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in U.S. GAAP and IFRS ("ASU 201104"). The new guidance results in a consistentindefn ol
fair value and common requirements for measureroérand disclosure about fair value between U.S. GAdnd International Financ
Reporting Standards. Additional disclosure requeeta in ASU 201104 include: (a) for Level 3 fair value measurememsantitativi
information about unobservable inputs used, a gagun of the valuation processes used, and a tatiak discussion about the sensitivity
the measurements to changes in the unobservahlesjr(p) for the use of a nonfinancial asset thatifferent from the assethighest and be
use, the reason for the difference; (c) for finahistruments not measured at fair value but fbictv disclosure of fair value is required,
fair value hierarchy level in which the fair valogeasurements were determined; and (d) the diselasfuall transfers between Level 1 .
Level 2 of the fair value hierarchy. ASU 2004-is effective for interim periods beginning afleecember 15, 2011, and applied ¢
prospective basis. ASU 2011-04 was adopted on 3adu2012, and did not have a material effect onfmancial statements.

Standards Not Yet Adopted

In July 2012, FASB issued ASU No. 2012-08tangibles - Goodwill and Other (Topic 350), Testing Indefinite-Lived Intangible Assets for
Impairment , ("ASU 2012-02"). This new guidance adds an ogmtiogualitative assessment for determining whetheriralefinitelived
intangible asset is impaired. Companies have thieropo first perform a qualitative assessmentdtednine whether it is more likely than
(likelihood of more than 50%) that an indefiniteed intangible is impaired. If a company detergsrthat it is more likely than not that the
value of such an asset exceeds its carrying amdumguld not need to calculate whether the failugaof such an asset exceeds its cari
amount and it would not need to calculate thealue of the asset in that year. The Company nmastever, make a positive assertion a
the conclusion and the circumstances taken intowmtcto reach that conclusion. However, if the Campdetermines otherwise, it m
calculate the fair value of the asset, compare ¥hate with its carrying amount. If the carrying @mt of the Company's intangible a
exceeds its fair value, the Company must recorangairment charge for the amount of that excesanyf. ASU 201102 is effective for annu
and interim impairment tests performed for fiscahgs beginning after September 15, 2012. Early taatofis permitted. ASU 20102 i<
therefore effective for our fiscal year ending J@8e2014.

Note D—Inventories

Inventories, net of reserves, consist of the foltm(in thousands):

December 29, June 30,
2012 2012
Raw materials $ 11,62¢ % 11,75¢
Work in process 16,52( 18,98¢
Finished goods 140,20¢ 130,88t

$ 168,357 $ 161,63:

Raw materials include finished yarn and direct malke for the basics segment and include directedlishment materials for the branc
segment as well as undecorated garments and heaftwehe Junkfood and To The Game business uwis.regularly review invento
guantities on hand and record reserves for obsahes; excess quantities, irregulars and stmwing inventory based on historical sel
prices, current market conditions, and forecastedyct demand to reduce inventory to its net raalz value.

Note E—Debt

On May 27, 2011, Delta Apparel, Soffe, Junkfood,Thee Game and Art Gun entered into a Fourth AmeragetiRestated Loan and Sect
Agreement (the “Amended Loan Agreementfith the financial institutions named in the Ameddsban Agreement as Lenders, Wells Fi
Bank, National Association, as Administrative AgeBé&nk of America, N.A., as Syndication Agent, V8dHargo Capital Finance, LLC, as ¢
Lead Arranger, and Wells Fargo Capital Finance, ldnd Merrill Lynch, Pierce, Fenner & Smith Incoratad, as Joint Bookrunners.

Pursuant to the Amended Loan Agreement, the lineredit is $145 million (subject to borrowing bdsmitations), and matures on May :
2016. Provided that no event of default exists,haee the option to increase the maximum creditlabi under the facility to $200 millic
(subject to borrowing base limitations), conditidngpon the Administrative Agent's ability to secaditional commitments and custorr
closing conditions.




Table of Contents

At December 29, 2012, we had $94.9 million outstamdinder our U.S. credit facility at an averagetiast rate of 2.3%, and had the abilit
borrow an additional $29.3 milliorDur credit facility includes a financial covenaetuiring that if the amount of availability fallelow ar
amount equal to 12.5% of the lesser of the borrgviiase or $145 million , our Fixed Charge CoverBgédo (“FCCR") @s defined in tr
Amended Loan Agreement) for the preceding 12 meoetiod must not be less than 1.1 to A§.availability was above the minimum, we w
not subject to the FCCR covenant at December 2B 28t December 29, 2012 and June 30, 2012, there W@$ $nillion and $14.8 milliol
respectively, of retained earnings free of restis to make cash dividends or stock repurchases.

The credit facility contains a subjective acceleratlause and a “springingdckbox arrangement (as defined in FASB Codificatido. 470
Debt ("ASC 470"), whereby remittances from customert né forwarded to our general bank account antnait reduce the outstanding d
until and unless a specified event or an eventefdt occurs. Pursuant to ASC 470, we classifydwings under the facility as long+mr
debt.

In March 2011, we extinguished our existing delthvBanco Ficohsa, a Honduran bank, and enterecainiw credit facility with them. As
December 29, 2012 , we had $5.0 million outstandinghe installment portion of this loan and $5.@liom outstanding under the revolvi
portion of the agreement. The new revolving Hondwfabt, by its nature, is not lortgrm, as it requires scheduled payments each sitha
However, as the agreement permits us to re-borundd up to the amount repaid, subject to certajactibe covenants, and we intend to re
borrow funds, subject to the objective criterig #imounts have been classified as long-term debt.

Note F—Selling, General and Administrative Expense

We include in selling, general and administratixpenses costs incurred subsequent to the recefipisified goods at our distribution faciliti
such as the cost of stocking, warehousing, pickimgj packing, and shipping goods for delivery to customers. Distribution costs include:
selling, general and administrative expenses ttg2 million and $3.8 million for the second gea of fiscal years 2013 and 2012
respectively. Distribution costs included in sdiligeneral and administrative expenses totaled ®dl®n and $7.6 millionfor the first si;
months of fiscal years 2013 and 201Bespectively. In addition, selling, general amtininistrative expenses include costs related tes
associates, administrative personnel cost, adirggtisnd marketing expenses, royalty payments amdéed products and other general
administrative expenses. We expensed a one-timgelwd $1.2 million in the fiscal 201f&st quarter for legal and professional fees elait
the Audit Committee internal investigation that veasnpleted during the first quarter.

Note G—Stock-Based Compensation

On November 11, 2010, the Delta Apparel, Inc. dshalders approved the Delta Apparel, Inc. 2010 Steldn ("2010 Stock Plan™). Up
shareholder approval of the 2010 Stock Plan, ndtiaddl awards have been or will be granted undiee the Delta Apparel Stock Opti
Plan ("Option Plan") or the Delta Apparel Incent®ck Award Plan ("Award Plan"); instead, all #@wards have and will be granted ur
the 2010 Stock Plarmhe aggregate number of shares of common stockntagtbe delivered under the 2010 Stock Plan isG&@0plus an
shares of common stock subject to outstanding avamder the Option Plan or Award Plan that are eosntly forfeited or terminated for ¢
reason before being exercis@tle expense stock compensation costs in the costle$ and selling, general and administrative esg@dine
items of our Consolidated Statements of Operatimes the vesting periods of each grant.

2010 Stock Plan

During the second quarter of fiscal year 2013 , re@uced expense by $0.3 million connection with our outstanding awards du
adjustments to the expected vesting of the perfocmainits and estimated forfeiture rate. The BadrBirectors previously grante@6,45(
performancebased share units to certain executives. These stveards vest only upon achieving specified returncapital employed (
defined) performance targets over fiscal years 20422013. During the three months ended Decenthe2® 2, we determined that the ab
to achieve the performance criteria related todtmsards is no longer probable. As a result, wersad $0.4 million of related shabase:
expense previously recognized and recognized nitiankal expense related to these awards duringjtieter. In addition, during the seci
quarter of fiscal 2013, we realized a benefit ofi$@illion from an actual forfeiture experience that was highan previously estimated
restricted stock units, resulting primarily from arecutive's departure from the Company. Accorgingke increased the estimated forfei
rate used in recognizing stock-based compensakipanse on restricted stock units from a 5% forfeittate to a 16.5%orfeiture rate. Th
impact of these events resulted in a $0.3 milliehlvenefit recorded during the quarter ended Deeer2®, 2012, and $0.2 millioof expens
recorded during the first six months of fiscal y2ad 3. During the three and six months ended Deee®b, 2011, we recogniz&fd.3 millior
and $0.8 million, respectively, in expense in connection with autding awards made under the 2010 Stock Plan. Taeseints wel
included in selling, general, and administrativeenses in the condensed consolidated statemepeadtmns.

During the first six months of fiscal years 2013da2012, we expensed $0.2 million and $0.8 milliorespectively, in connection w
outstanding awards made under the 2010 Stock R&of December 29, 2012, there was $1.3 millidrotal unrecognized compensation
related to norvested awards granted under the 2010 Stock Plas.cbist is expected to be recognized over a paridl7 years. During tt
quarter ended December 29, 2012 , no stock awaeds gvanted under the 2010 Stock Plan.

9
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Option Plan

All options granted under the Option Plan have eg:sAs such, no expense was recognized duringirstesix months of fiscal year 2013
During the second quarter and first six monthsigfdl year 2012 , we expensed $43 thousand andhi®86and respectively, in connecti
with the Option Plan. During the quarter ended Dawer 29, 2012 , vested options representing 13sBiag4es of our common stock w
exercised, and the shares issued, in accordankehgit respective agreements.

Award Plan

All awards granted under the Award Plan have vested been exercised, and no awards remain outstands such, nexpense wz
recognized during the second quarter or first sonths of fiscal year 2013 . During the second curaof fiscal year 2012 , nexpense we
recognized. During the first six months of fiscehy 2012 we expensed $0.1 million in connectiom wie Award Plan.

Note H—Purchase Contracts

We have entered into agreements, and have fixegqrio purchase yarn, natural gas, finished faland finished apparel and headv
products. At December 29, 2012 , minimum paymentietuthese contracts were as follows (in thousands)

Yarn $ 7,30¢
Natural Gas 70C
Finished fabric 1,47:
Finished products 21,37(

$ 30,84

Note |—Business Segments

We operate our business in two distinct segmemgsided and basicélthough the two segments are similar in their picttbn processes a
regulatory environments, they are distinct in tlegionomic characteristics, products and distriloutieethods.

The branded segment is comprised of our busineis fmcused on specialized apparel garments andwesa to meet consumer preferer
and fashion trends, and includes Soffe (which idetuThe Cotton Exchange as the bookstore divisic®dotie), Junkfood, To The Game ¢
Art Gun. These branded embellished and unembetlighreducts are sold through specialty and boutigleps, upscale and traditio
department stores, miter retailers, sporting goods stores, college btmes and the U.S. military. Products in this sexginare marketed unc
our lifestyle brands of Soffe®, Intensity Athlet®sThe Cotton Exchange®, Junk Food®, and The Gantie@jsed brands of Salt Life@nc
Realtree Outfitters®, as well as other labels.

The basics segment is comprised of our busineds pnimarily focused on garment styles that arerattarized by low fashion risk, a
includes our Delta Catalog and FunTees busine¥gikin the Delta Catalog business, we market, ithste and manufacture unembellis
knit apparel under the main brands of Delta Progh® and Delta Magnum Weight®elta Catalog products are sold to a diversifiedience
ranging from large licensed screen printers allwlag to small independent businesses. We also raanuié private label products for me
branded sportswear companies, retailers, corpardtestry programs, and sports licensed apparel ebark Typically these products are !
with valueadded services such as hangtags, ticketing, hargeidsembellishment so that they are fully readyré&ail. The majority of tr
private label products are sold through the Funbesfess.

Robert W. Humphreys, our chief operating decisi@ken, and management evaluate performance andtdloesources based on profit or
from operations before interest, income taxes geatial charges (“Segment Operating Incom&yr Segment Operating Income may nc
comparable to similarly titled measures used bgtompanies. Intercompany transfers between apgra¢gments are transacted at cos
have been eliminated within the segment amountwishio the following table. We expensed a one-tirharge of $1.2 milliorin the fisca
2013first quarter for legal and professional fees mdato the previously disclosed Audit Committee in& investigation that was comple
during the quarter. This one-time charge is inctuigkethe basics segment.

10
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Information about our operations as of and for tiimee and six months ended December 29, 2012, muérbber 31, 2011, by operai
segment, is as follows (in thousands):

Basics Branded Consolidated
Three months ended December 29, 2012
Net sales $ 58,80: $ 47,94¢  $ 106,75
Segment operating income (loss) 3,641 (2,795 84¢
Segment assets * 164,99: 144,94° 309,93¢
Three months ended December 31, 2011
Net sales $ 57,55 $ 47,93 $ 105,48t
Segment operating loss (18,697 (1,299 (19,989
Segment assets * 171,33¢ 146,99: 318,32¢
* All goodwill and intangibles on our balance sheetiacluded in the branded segment.

Basics Branded Consolidated
Six months ended December 29, 2012
Net sales $ 125,38! % 111,48 $ 236,86
Segment operating income (loss) 6,80¢ (1249 6,682
Six months ended December 31, 2011
Net sales $ 110,15: $ 118,85 $ 229,00¢
Segment operating (loss) income (17,100 3,811 (13,289

The following reconciles the segment operating imedo the Company's consolidated income beforeniectaxes (in thousands):

Three Months Ended Six Month Ended
December 29, December 31, December 29, December 31,
2012 2011 2012 2011
Segment operating income (loss) $ 84€ $ (19,989 $ 6,68 $ (13,289
Unallocated interest expense 887 992 1,96: 1,88t
Consolidated (loss) earnings before taxes $ (41) $ (2098) % 4,71¢ $ (15179

Note J—Income Taxes

We had an effective income tax rate of 23.5% ferdix months ended December 29, 2012 , comparad ¢ffective rate of 39.5%6r the sam
period in the prior year and an effective rate 6f4% for the fiscal year ended June 30, 20TPe effective tax rate for the fiscal year er
June 30, 2012, was impacted by the operating laise=n by the inventory markdown during that fisgear, lowering our U.S. taxable inco
while maintaining profits in the offshore taxabledatax-free jurisdictions. Based on our currenfgrted pretax income and the anticipa
amount of U.S. taxable income compared to profiggntained in the offshore taxable and feee jurisdictions, our estimated effective incc
tax rate for the fiscal year ended June 29, 20238i5%, a 160 basis point reduction from the expectedctiffe income tax as of Septem!
29, 2012.

We file income tax returns in the U.S. federal gdiction and various state, local and foreign flicsons. With few exceptions, we are
longer subject to U.S. federal, state, local or-bo8. income tax examinations by tax authoritiesdor tax years before 2008. However,
operating loss carryforwards remain subject to @ration to the extent they are carried forward angact a year that is open to examina
by authorities.

Note K—Derivatives and Fair Value Measurements

From time to time, we may use interest rate swapstlter instruments to manage our interest rat@&xe and reduce the impact of fu
interest rate changes. These financial instrumametsot used for trading or speculative purposes.
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Notational
Effective Date Amount Fixed LIBOR Rate Maturity Date
Interest Rate Swap September 1, 2011  $10 million 0.765(% September 1, 2013
Interest Rate Swap September 1, 2011 $10 million 0.902%% March 1, 2014
Interest Rate Swap September 1, 2011  $10 million 1.070% September 1, 2014

FASB Codification No. 820k-air Value Measurements and Disclosures (“ASC 820"), defines fair value, establishes a framework for sueac
fair value and expands disclosures about fair vedleasurements. Assets and liabilities measurediratdlue are grouped in three levels.
levels prioritize the inputs used to measure tivevidue of the assets or liabilities. These lesks:

o  Level 1- Quoted prices (unadjusted) in active markets feniital assets or liabilitie
o  Level 2—Inputs other than quoted prices that are obsenfablassets and liabilities, either directly orinedtly. These inputs inclus
quoted prices for similar assets or liabilitiesastive markets and quoted prices for identicalimilar assets or liabilities in market tl
are less active.
o Level 3— Unobservable inputs that are supported by ldtieno market activity for assets or liabilities and irbhs certain pricir
models, discounted cash flow methodologies andairt@chniques.
The following financial liabilities are measuredfait value on a recurring basis (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Period Ended Total (Level 1) (Level 2) (Level 3)
Interest Rate Swaps
December 29, 2012 $ 217 —  $ 217 —
June 30, 2012 $ 20¢ — 3 20¢ —

The fair value of the interest rate swap agreemeste derived from discounted cash flow analysisedaon the terms of the contract anc
forward interest rate curves adjusted for our ¢redk, which fall in level 2 of the fair value hi@rchy. We used the historical results
projected cash flows based on the contractuallinddfterms, discounted as necessary, to estimatmithvalue of the contingent considera
for Art Gun. Accordingly, the fair value measuremér contingent consideration falls in level 3tbg fair value hierarchy. The conting
consideration for Art Gun is remeasured at theafrehch reporting period.

The following table summarizes the fair value angspntation in the consolidated balance sheetdeidvatives as of December 29, 2Q1anc
June 30, 2012.

December 29, June 30,
2012 2012
Accrued expenses $ 31 % —
Deferred tax liabilities (83) (80)
Other liabilities 18¢€ 20¢
Accumulated other comprehensive loss $ 134 $ 12¢

Note L—Legal Proceedings

We previously received an inquiry from the U.S. @amer Product Safety Commission (“Commissiorégarding a children's drawstr
hoodie product sourced, distributed and sold by &wrkfood division and its compliance with appliealproduct safety standards. -
Commission subsequently investigated the mattetuding whether we complied with the reporting reguments of the Consumer Proc
Safety Act (“CPSA”),and the garments in question were ultimately redalOn or about July 25, 2012, Junkfood receivadication from the
Commission staff alleging that Junkfood knowingiglated CPSA Section 15(b) and that it will reconmuido the Commission a $900,(
civil penalty. We contend that the Commission'sgdtions are without merit.

On August 27, 2012, Junkfood responded to the Casiom staff regarding its recommended penaltyingeforth a number of defenses i
mitigating factors that could result in a much lewenalty, if any, ultimately imposed by a courbsld the matter proceed to litigation. Wi
we will continue to defend against these allegatiome believe it is probable that a liability haseb incurred. Based upon the term
previously published CPSC settlements and relatedygt recall notices, we believe if we settle thatter the minimum settlement amc
would be $25,000. Should the Commission seek eefoent of the recommended civil penalty and ultifygpeevail on its claims at trial, v
could be required to pay amounts exceeding $9004106g with interest and the Commission's costkfaes.
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During the quarter ended June 30, 2012, we recadedility for the most likely outcome within thrange, and this liability remains recor
as of December 29, 2012.

In addition, at times we are party to various legaims, actions and complaints. We believe thataaesult of legal defenses, insur:
arrangements, and indemnification provisions witltips believed to be financially capable, suclioastshould not have a material effec
our operations, financial condition, or liquidity.

Note M—The Cotton Exchange Acquisition

On June 11, 2010, we formed a new North Carolimétéid liability company, TCX, LLC, as a whollywned subsidiary of M.J. Soffe, LL
Pursuant to an Asset Purchase Agreement dated JRBA0, on July 12, 2010, TCX acquired substdwtal of the net assets of HPM Appa
Inc. d/b/a The Cotton Exchange, including accouatgivable, inventory, and fixed assets, and asdwedain liabilities. The total purchs
price, which included a postesing working capital adjustment, was $9.9 millidVe finalized the valuation for the assets a@glian:
liabilities assumed and have determined the fiflakcation of the purchase price. No goodwill or etlintangible assets were recorde
conjunction with the acquisition of The Cotton Eadlge. Effective January 1, 2012, TCX was mergeal iitstparent entity, M.J. Soffe, LL
for reasons of corporate simplification and as sd€X no longer exists as a separate entity. ThitoB8d=Exchange continues to operate a:
bookstore division of Soffe.

Note N—Repurchase of Common Stock

As of June 30, 2012, our Board of Directors hadhatized management to use up to $20.0 million purehase Delta Apparel stock in o
market transactions under our Stock Repurchaserdrogon January 23, 2013, the Board of Directothaized an additiong$10.0 millior
for share repurchases under the Stock Repurchagear, bringing the aggregate total to $30.0 milli®rior to the Board of Director's acti
$2.7 million remained available for future purctese

During the second quarter of fiscal years 20132012, we purchased 139,797 shares and 49,948 shespsctively, of our common stock
a total cost of $2.0 million and $0.9 million, resgively. As of December 29, 2012, we have purathdsg82,298 shares of common stocl
an aggregate of $17.3 million since the inceptibthe Stock Repurchase Program. All purchases wexde at the discretion of managen
and pursuant to the safe harbor provisions of SHI@ ROb418. As of December 29, 2012, $2.7 million remaiagdilable for future purchas
under our Stock Repurchase Program, which doekawat an expiration date.

The following table summarizes the purchases ofcounmon stock for the quarter ended December 2 20

Total Number of Shares
Purchased as Part of Dollar Value of Shares that May
Total Number of Shares Average Price Paid per  Publicly Announced Yet Be Purchased Under the

Period Purchased Share Plans Plans *
September 30 to November 3, 2012 43,75: $14.632 43,75 $4.1million
November 4 to December 1, 2012 40,80° $14.62 40,80" $3.E million
December 2 to December 29, 2012 55,23" $14.0€ 55,23} $2.7 million
S| 139,79 $14.41 139,79° $2.7 million

Note O—License Agreements

We have entered into license agreements that prdoidroyalty payments of net sales of licensedlpots as set forth in the agreements. T
license agreements are within our branded segiémtave incurred royalty expense (included inisgllgeneral and administrative expen
of approximately $3.6 million and $3.3 million ftie second quarter of fiscal years 2013 and 20&8pectively. Royalty expense wé8.¢
million for the first six months of fiscal year 2B4and fiscal year 2012.

At December 29, 2012based on minimum sales requirements, future mimmoyalty payments required under these licenseeagents we
as follows (in thousands):

Fiscal Year Amount
2013 $ 1,30:
2014 4,96¢
2015 2,84
2016 77C
$ 9,88¢
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Note P—Goodwill and Intangible Assets

Components of intangible assets consist of thewiefig (in thousands):

December 29, 2012 June 30, 2012
Accumulated Accumulated
Cost Amortization Net Value Cost Amortization Net Value Economic Life

Goodwill $ 16,81 $ — $ 16,81 $ 16,81 $ — $ 16,81 N/A
Intangibles:

Tradename/trademarks $ 1,53C $ (564 $ 96€ $ 1,53 $ (52¢€) $ 1,00« 20 yrs

Customer relationships 7,22( (2,667) 4,55 7,22( (2,48¢) 4,73¢ 20 yrs

Technology 1,22( (368 852 1,22( (307) 913 10 yrs

Non-compete agreements 517 (395) 122 517 (377) 14€ 4-8.5yrs

Total intangibles $ 10,48° $ (3,999 $ 6,497 $ 10,48° $ (3,690 $ 6,791

Amortization expense for intangible assets was $fillion and $0.3 million for the three months asid months ended December 29, 2012
respectively, and $0.6 million for the fiscal yeaded June 30, 2012 . Amortization expense is atguinto be approximately $0.6 millieact
for fiscal years 2013, 2014, 2015, 2016 and 2017.

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Cautionary Note Regarding Forward Looking Statement

The Private Securities Litigation Reform Act of B9frovides a safe harbor for forwdmbking statements made by or on behalf of
Company. We may from time to time make written wal statements that are “forward-lookingitluding statements contained in this re
and other filings with the SEC, in our press reésasnd in other reports to our shareholders. tAtements, other than statements of histc
fact, which address activities, events or develapgmehat we expect or anticipate will or may ocdaurthe future are forwaréboking

statements. The words “estimate”, “project”, “famst, “anticipate”, “expect”, “intend”, “believeand similar expressions, and discussior
strategy or intentions, are intended to identifiwfard-looking statements.

The forward-looking statements in this @are based on our expectations and are necesdepéndent upon assumptions, estimates an
that we believe are reasonable and accurate butbmagcorrect, incomplete or imprecise. Forwhooking statements are also subject
number of business risks and uncertainties, arwhi¢h could cause actual results to differ matgritbm those set forth in or implied by 1
forward-looking statements. The risks and uncetiggrinclude, among others:

» the volatility and uncertainty of cotton and othaw material price

e the general U.S. and international economic cosi

» the financial difficulties encountered by our custrs and suppliers and credit risk expos
» the competitive conditions in the apparel and textidustries

» our ability to predict or react to changing consupreferences or trenc

» pricing pressures and the implementation of caticton strategie

* changes in the economic, political and social §tglait our offshore location

» our ability to retain key manageme

» the effect of unseasonable weather conditions echaises of our produc

» significant changes in our effective tax r

e any restrictions to our ability to borrow capitalabtain financing

» the ability to raise additional capit

« the ability to grow, achieve synergies and redlimeexpected profitability of recent acquisitic
» the volatility and uncertainty of energy and fugtps

* any material disruptions in our information systemiated to our business operatic
» any data security or privacy breacl

» any significant interruptions with our distributioetwork

» changes in or our ability to comply with safetyalie and environmental regulatio
e any significant litigation in either domestic oteémational jurisdiction:

» the ability to protect our trademar

« the ability to obtain and renew our significantlse agreemen

» the impairment of acquired intangible as

e changes in eéemmerce laws and regulatio
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» changes to international trade regulati

» changes in employment regulatic

» foreign currency exchange rate fluctuatis

e any negative publicity regarding domestic or inggional business practic

» the illiquidity of our shares and volatility of ttetock marke

e price volatility in our shares and the general titita of the stock market; ar

» the costs required to comply with the regulatondkicape regarding public company governance actbdige

A detailed discussion of significant risk factohat have the potential to cause actual resultsiffer dnaterially from our expectations
described under the subheading "Risk Factors" mFoum 10-K for our fiscal year ending June 30, 20filed with the SEC. Any forward-
looking statements in this Form 10-Q do not purporbe predictions of future events or circumstarexed may not be realized. Any forward
looking statements are made only as of the dathisfForm 10-Q and we do not undertake publiclypaate or revise the forwatdeking
statements even if it becomes clear that any pegje@sults will not be realized.

The risks described in our Form 10-K for our fisgaér ended June 30, 2012 , and in this Forr® Ee not the only risks facing our Comp:
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immatted@ may materially and adversely af
our business, financial condition, and/or operatigyplts.

Business Outlook

Delta Apparel, Inc. had record revenue for the sdaquarter and first six months of fiscal year 2@h8 was profitable in both periods des
continued weakness in the Soffe business. Duriisgyiar's second quarter we benefited from solat-p&eryear growth in our Delta Catalc
Junkfood, To The Game and Art Gun business. Thus/tir was offset somewhat by continued softnessumSmffe business and lower sell
prices within the FunTees and Catalog businesseissdes for the second quarter of fiscal year 20d/2 $106.8nillion, a 1.2% increase o\
fiscal year 2012 second quarter sales of $105.komilNet earnings for second quarter fiscal ye@t®was $4@housand compared with a |
in second quarter fiscal year 2012 of $13.6 million $1.61per diluted share. As previously reported, net iegsfor the fiscal year 20
second quarter and first half was negatively impadiy a one-time inventory markdown of $1é#lion resulting from record high cott
costs combined with selling price decreases ind3eline of basic undecorated t-shirts.

For the first six months of fiscal year 2013 , salecreased by 3.4% to $236.9 million compared223$0million for the first six months «
fiscal year 2012 . Net earnings for the first sianths of fiscal year 2013 was $3.6 million, or $per diluted share, compared to a los$dt
million, or $1.09 per share in the prior-year signth period.

Second quarter fiscal year 2013 sales for the fasigment rose to $58.8 million , a 2.2% increase second quarter fiscal year 201Phis
increase resulted from a 13.1% rise in basics segwodume, which was offset by slightly lower avgeaselling prices in both the Delta Catz
and FunTees businesses. The volume increase waarjlyi due to the addition of new customers intkenk and privatéabel business. De!
Catalog experienced 15% increase in unit volumekvdrove 7.8% sales growth. FunTees experienced safes decline of 7.3% despite a
increase in volume. During the quarter we initiatedv print programs using catalog blanks which deved our customer base, while
allowing us to better utilize our offshore printicgpacity. This, along with the success of our le@mufacturing and Six Sigma initiativ
reduced manufacturing costs, driving improved nregdor our basics segment.

The branded segment sales for the fiscal 2013 segoarter were $47.9 million , up slightly from tbemparable 2018uarter. Junkfood, 1
The Game and Art Gun each experienced dodigig-net sales growth, which was offset by weakniesthe Soffe business. While Sof
strategic sporting goods business gained new loligioin and better product placement, its indepensieorting goods business remained s
Soffe's juniors business with migkr department stores also remained slow but niele and "missy" college programs will be shippittis
spring and fall to mid-tier department stores. Jook added specialty retail customers and new desigfee business, and its professic
sports license business continues to grow, lartielyugh eeommerce channels. To The Game maintained goodtlyrded by Salt Life. Th
Salt Life brand continues to gain popularity. Oall 2013 lines received excellent reactions fronydya at the recent Surf Expo in Orlar
Florida. In addition, we are making progress esthbig the Salt Life brand at the grass roots lewethe West Coast. To The Game's basi
products now employ a completely vertical productivodel extending from textiles through screentprin This provides a low cost struct
and facilitates rapid replenishment of producteuo customers. Art Gun grew 83% in the second quanmd has been profitable the first
months of fiscal year 2013 . Additional equipmerisvadded to our Art Gun business and they wentweeatyfour hour/seven day operat
to support holiday growth and provide quicker sitigpo the end consumer, who are located in maae #ixty-five countries.

The Soffe business offers one of our main challeragewell as one of our biggest opportunities. Whakness in Soffe stems from the slug
economy, some of the new strategies that tieidnational department stores are adopting tee asph changing business conditions, and
poor response to these changing conditions. Seffeizing a number of opportunities to leverageornsr relationships through new and n
creative sales and marketing programs. These pregshould coincide with, as well as enhance, thekbuevolving marketing strategies
mid-tier retailers and independent sporting goods @pexaWe are also addressing Soffe's cost strutbuipeing it in line with that of our oth
business units.
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We are moving forward with our plans to bring dllaur college bookstore business under To The Gamgeration. This consolidation
expected to be completed by the end of fiscal 8413. This consolidation should provide additional lege to our bookstore relationst
and reduce selling, general and administrative disttibution costs in this part of our business.

Capital spending during the quarter was $thiflion and is expected to be approximately $9 imill during the fiscal year. Capi
improvements will mostly focus on screen print modgation and expansion in both our internationad &.S. facilities, and branding
point-ofsale displays for our branded products. Beginnmguir fiscal 2013 third quarter and continuing ifiszal year 2014, we intend
expand our textile and sewing capacity by approémgal 7% to allow us to satisfy increasing demaoiddur basic activewear products
support newly developed specialty products. Fas éxipansion, we expect to spend approximately $llbmfor new equipment in our U.
and Honduran textile facilities and several of existing sewing facilities.

EARNINGS GUIDANCE

We continue to believe that the guidance previoissyed for fiscal year 201&n be achieved. Based on our anticipated net gedagh ani
higher unit volume while leveraging fixed costs, h&ieve that we will reach record revenues inrdrege of $500 to $510 million for fist
year2013 , or an approximately 3% increase comparéidadal year 2012 . For the fiscal year ending J2@e2013, earnings are expected tc
in the range of $1.65 to $1.80 per diluted share.

Results of Operations

Net sales for the second quarter fiscal 2013 were $106.8 million , an increase of 1.2% cara@ to second quarter fiscal year 20&2 sale
of $105.5 million . Sales in the basics segmenteiased 2.2% to $58.8 million during the second tgudiscal year 2013 compared $57.¢
million for the same period of the prior year. Tiherease was due to a 13.1% rise in basics segnofunne. During the second quarter,
experienced good volume growth and lower costhiénGatalog and FunTees businesses. This was stisswhat by lower average sell
prices in both Delta Catalog and FunTees busineSssond quarter fiscal year 2013 sales withinbtlamded segment were $47.9 millioag
slightly from the same quarter prior year. The biethsegment, while hampered by softness in thee Snf$iness, still had sales growth in
Junkfood, To The Game and Art Gun businesses dhydrigher volumes.

Gross margins for the second quarter 2@&8e 21.3% of sales compared to 0.1% of salesamtior period second quarter. During the se
quarter 2012, we recorded a one-time adjustmeft6f2million during the quarter to lower the value ofémtory on hand due to the rec
high cotton cost and discounts on selling pricas. @foss margins may not be comparable to othepeaoies because some companies in
costs associated with their distribution activitivscost of goods sold and we exclude a portiothofe costs from gross margin and ins
include them in selling, general and administragxpenses.

For the quarter ended December 29, 2012 , selipgeral and administrative expenses ("SG&A"), wk2&.9 million , or 20.5%of sales
compared to 20.2 million , or 19.1% of sales, fog fuarter ended December 31, 2011 . For thesixsmonths of fiscal year 201,3SG&A
expenses were 20.2% of sales versus 19.5% fiseal2@ 2. This increase in SG&A as a percentage of salesdsigen by higher distributic
costs from increased volumes with lower sellinggsi In addition, compensation costs were highgedifrom certain severance costs as
as higher incentive compensation on the improvatbpaance over the prior year. The full year SG&Baaincludes the onBme charge ¢
$1.2 million discussed in connection with the fistal quarter related to the previously disclosedit Committee internal investigation.

Operating income for the second quarter of fiseary2013 was $0.8 million compared to a $20illion loss in the second quarter of the p
year. Operating income in the second quarter 2048 impacted by the o-time inventory markdown of $16.@&illion resulting from th
unprecedented record high cotton costs combinegddetlining selling prices in our line of basic endrated t-shirts.

Net interest expense for the second quarter ohlifigear2013 was $0.9million, a decrease of $0.1 million compared te fecond quarter
fiscal year 2012 The decrease in net interest expense was prinfesih decreased credit facility borrowings as vealla slight decrease in
average interest rate.

Our effective income tax rate for the six monthdexhDecember 29, 2012 , was 23.5% , compared ¢ffective tax rate of 39.5%r the sam
period in the prior year and an effective tax @ft@6.4% for the fiscal year ended June 30, 2012 dffective tax rate for the fiscal year er
June 30, 2012, was impacted by the operating lafsemn by the above-referenced dimae inventory markdown during the fiscal year, oH
lowered our U.S. taxable income while maintainingfips in the offshore taxable and tax-free jurtdiins. We expect our fiscal yea01:
effective tax rate to be approximately 23.5% .

Accounts receivable as of December 29, 2012 , %868 million, a 10.5% increase from the prior year pdriDays sales outstanding was
as of December 29, 2012 , which is comparable avighar ago.

Inventories have increased by $6.7 million to $468illion as of December 29, 2012 , compared tol$ énillion as of June 30, 2012nc
are down $14.6 million from a year ago Decembeis Tecrease is primarily from the lower cost cotiminventory. We expect inventory
levels to rise during the upcoming quarter due to mormal build of inventory to support our ant&ipd growth during the spring sell
season.
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Capital expenditures were $2.2 million during tleeand quarter fiscal year 2013 , and depreciatiwh @mortization, including nocast
compensation, was $1.8 milliomThese expenditures primarily related to screamt prodernization and expansion in both our intéomeal ant
U.S. facilities. We continued our share repurchaketg the second quarter using $2.0 million ty back 139,79&hares at an average
$14.41 per share. During the six months ended Dbee@9, 2012, we have repurchased 212,651 sharagdtal of $3.0 million, at an aver
price of $14.29 per share.

Liguidity and Capital Resources

Our primary cash needs are for working capital eagital expenditures, as well as to fund sharerodfases under our Stock Repurcl
Program. In addition, we may use cash in the futoifgay dividends.

Operating Cash Flows

Operating activities provided $17.0 million in bafor the first six months of fiscal year 2013 cargd to $29.2million of cash used t
operating activities in the first six months ofcfid year 2012 . The increase in operating cash dloking the first six months of fiscal ye201:
compared to the prior year period resulted pringdridm lower working capital requirements and higharnings compared to the prior yee
the business. Higher working capital was requirethe first six months of fiscal year 2012 primalue to higher priced cotton. In additi
during the first quarter of fiscal year 2012 , payns for employee incentive compensation associaféll fiscal year 2011Compan
performance were made.

Investing Cash Flows

Capital expenditures for the first six months stél year 2013 were $3.9 million compared to $illion for the first six months of the pri
year. Such capital expenditures were primarilytegldo the modernization and expansion of our scpemt operations, along with investme
in our information technology systems.

Financing Activities

For the first six months of fiscal year 2013 , caskd by financing activities was $12.6 million quared to $31.9million provided for the firs
six months of fiscal year 2012 . The cash used ibyfioancing activities in the first six months fidcal year 2013educed our total debt
$104.8 million, which is a decrease of $9.6 millfoom our fiscal 2012 year end. The cash providgditancing activities during the first ¢
months of fiscal year 2012 funded the higher waglkdapital needs and the repurchase of our comnook.st

We believe that the cash flow generated by ouratfmers and funds available under our credit faegdishould be sufficient to service our ¢
payment requirements, satisfy our foreseeable wgrkapital needs, and fund our planned capital mdipgres and share repurchases.
material deterioration in our results of operatidmawvever, may result in our inability to borrowdato issue letters of credit to suppliers ui
our revolving credit facility, or may cause the fooving availability under our facility to be insidfent for our needs.

Purchases By Delta Apparel Of Its Own Shares

Our Board of Directors previously authorized mamaget to use up to $20.0 million to repurchase Délpgparel stock in open marl
transactions under our Stock Repurchase Prograraf Becember 29, 2012 , $2.7 million remained aldé for future purchases (See Note N
Repurchase of Common Stock). On January 23, 2043Board of Directors authorized an additional $1illion for our share repurche
program, bringing the total authorized to $30.0lionil.

Critical Accounting Policies

Our discussion and analysis of our financial caodiaind results of operations are based upon msatidlated financial statements, which v
prepared in accordance with U.S. GAAP. The prearaif our consolidated financial statements rezgiis to make estimates and judgmrr
that affect the reported amounts of assets anditied and disclosure of contingent liabilities thie date of the financial statements anc
reported amounts of revenues and expenses duringepiorting periods. We base our estimates andrjadts on historical experience
various other factors that we believe to be redsienander the circumstances, the results of whicfthe basis for making judgments at
the carrying values of assets and liabilities Hratnot readily apparent from other sources. Aatesliits may differ from these estimates u
different assumptions or conditions. The most Sigant estimates and assumptions relate to reveecegnition, accounts receivable
related reserves, inventory and related reserhegarrying value of goodwill, and the accountiogihcome taxes.

A detailed discussion of critical accounting pagiis contained in the Significant Accounting Helicincluded in Note 2 to the Audit
Consolidated Financial Statements included in ounwal Report on Form 10-K for the fiscal year endede 30, 2012and there have been
changes in those policies since the filing of fatm 10-K with the SEC.
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Environmental and Requlatory Matters

We are subject to various federal, state and lenglronmental laws and regulations concerning, aymather things, wastewater dischar
storm water flows, air emissions and solid wastpaal. Our plants generate very small quantitfeeazardous waste, which are ei
recycled or disposed of offite. Most of our plants are required to possess @nmore environmental permits, and we believé W ar¢
currently in compliance with the requirements afsé permits.

The environmental rules applicable to our busirsesbecoming increasingly stringent and we incpitahand other expenditures annuall
achieve compliance with environmental standards. d¥eently do not expect that the amount of expemes required to comply wi
environmental laws will have a material adverseetfbn our operations, financial condition or ldjty. There can be no assurance, how
that future changes in federal, state, or locall@®ns, interpretations of existing regulatiomsite discovery of currently unknown proble
or conditions will not require substantial addi@brexpenditures. Similarly, while we believe tha¢ wre currently in compliance with
applicable environmental requirements, the extéouo liability, if any, for past failures to compWith laws, regulations or permits applice
to our operations cannot be determined and could hanaterial adverse effect on our operationaniial condition and liquidity.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

Commodity Risk Sensitivity

We have a supply agreement with Parkdale Amerit&, (Parkdale)to supply our yarn requirements until March 31,20dnder the supp
agreement, we purchase from Parkdale all of our y@quirements for use in our manufacturing openati excluding yarns that Parkdale ¢
not manufacture or cannot manufacture due to teanpaapacity constraints. The purchase price af y@based upon the cost of cotton pl
fixed conversion costThus, we are subject to the commodity risk of aotfrices and cotton price movements, which coukliltein
unfavorable yarn pricing for us. We fix the cottprices as a component of the purchase price of, yamsuant to the supply agreemen
advance of the shipment of finished yarn from Pal&dPrices are set according to prevailing priessreported by the New York Cot
Exchange, at the time we elect to fix specific @ofprices.

Yarn with respect to which we have fixed cottorces at December 29, 201®%/as valued at $7.3 million, and is scheduleddfdivery betwee
January 2013 and March 2013. At December 29, 2@120% decline in the market price of the cottomered by our fixed price yarn wol
have had a negative impact of approximately $0/bamion the value of the yarn. This compares tatwould have been a negative impau
$1.6 million at the 2012 fiscal year end basedhenytarn with fixed cotton prices at June 30, 20The impact of a 10% decline in the ma
price of the cotton covered by our fixed price yarauld have been less at December 29, 2012 , thawree 30, 2012 due to reduce
commitments at December 29, 2012 , compared to 30n2012 .

We may use derivatives, including cotton optiontcaxcts, to manage our exposure to movements in amitynprices. We do not designate
options as hedge instruments upon inception. Aéoghgl we mark to market changes in the fair markadtie of the options in cost of sale
our statements of operations. We did not own attpnmptions contracts on December 29, 2012 .

We are currently in discussions to secure a neweagent to supply our yarn requirements and do el@\e a new agreement would cha
any competitive position we may currently have agded with the supply agreement. If Parkdaleperations are disrupted and it is not ak
provide us with our yarn requirements, we may neeabtain yarn from alternative sources. Althoudteraative sources are prese
available, we may not be able to enter into shewt arrangements with substitute suppliers on demmfavorable as our current terms

Parkdale. In addition, the cotton futures we haxed with Parkdale may not be transferable to aftéve yarn supplier8ecause there can
no assurance that we would be able to pass alenigigher cost of yarn to our customers, this ctwalde a material adverse effect on our re
of operations.

Interest Rate Sensitivity

Our U.S. revolving credit facility provides thatketloutstanding amounts owed shall bear interesarddble rates. If the amount of outstanc
floating rate indebtedness at December 29, 20drder the U.S. revolving credit facility had bemrtstanding during the entire three mo
ended December 29, 2012and the interest rate on this outstanding inditess was increased by 100 basis points, our egpeosld hav
increased by approximately $0.2 million, or 18.3%&ctual interest expense, during the quarter. Thispares to an increase of $0.7 millior
17.9%, for the 2012 fiscal year based on the oodétg floating rate indebtedness at June 30, 2@i2an average of $0.2 million per qual
Although the dollar amount of the increase is Jagbnsistent between the second quarter of fiseat 2013 and the quarterly average of f
year 2012, the higher percentage increase in tendequarter of fiscal year 2013 is due to theadhterest expense in the quarter being I
than the quarterly average interest expense ialfiggar 2012. The actual increase in interest es@eesulting from a change in interest r
would depend on the magnitude of the increaset@srand the average principal balance outstanding.

Derivatives

From time to time, we may use interest rate swapstlter instruments to manage our interest rat@sxe and reduce the impact of fu
interest rate changes as described in Note K—D@ramand Fair Value Measurements.
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Item 4. Controls and Procedure:

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controlsathdr procedures that are designed to reasonablyra that information required to
disclosed in the reports that we file or submitemithhe Exchange Act is recorded, processed, sumathand reported within the time peri
specified in the United States Securities and ExghaCommissiors rules and forms. Disclosure controls and procelimclude, withot
limitation, controls and procedures designed taienthat information that we are required to diselin the reports that we file or submit ur
the Exchange Act is accumulated and communicateditananagement, including our Chief Executive €ffiand Chief Financial Officer,
appropriate to allow timely decisions regardinguiegd disclosure.

Our management, with the participation of our Chisfecutive Officer and Chief Financial Officer, hagaluated the effectiveness of
disclosure controls and procedures as of Decenthe2@12, and, based on their evaluation, our Chief ExgeuBfficer and Chief Financi
Officer have concluded that these controls andeutores were effective at the evaluation date.

Changes in Internal Control Over Financial Repagrtin

There was no change during the second quartesddlfyear 2013hat has materially affected, or is reasonablylyike materially affect, ot
internal control over financial reporting.

PART Il. OTHER INFORMATION

Item 1. Legal Proceeding

See Note L—Legal Proceedings in Item 1, which é®iporated herein by reference.

Iltem 1A. Risk Factors

As of December 29, 2012 , there have been no rahtdranges to the risk factors set forth in oumi@0-K for our fiscal year ended June 30,
2012 .

Item 2. Unregistered Sales of Equity Securities and Use Bfoceed:
(c) Repurchases of Common Stock

See Note N—Repurchase of Common Stock and Note Est-iPeltem 1, which are incorporated herein byerefce.

Iltem 6. Exhibits
Exhibits

31.1 Certification of the Chief Executive Officer pursudo Rule 13a-14(a) under the Securities Exch&jef 1934, as
amended, as adopted pursuant to Section 302 &aHmnes-Oxley Act of 2002.

31.Z Certification of the Chief Financial Officer pursudao Rule 13a-14(a) under the Securities Excha@uwgef 1934, as
amended, as adopted pursuant to Section 302 &aHmmnes-Oxley Act of 2002.

32.1 Certification of the Chief Executive Officer pursuido 18 U.S.C. Section 1350, as adopted pursoa®éction 906 of the
Sarbanes-Oxley Act of 2002.

32.2z Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoabecttion 906 of the
Sarbanes-Oxley Act of 2002.

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

19




Table of Contents

DELTA APPAREL, INC.
(Registrant)

Date February 5, 2013 By: /s/ Deborah H. Merrill

Deborah H. Merrill
Vice President, Chief Financial
Officer and Treasurer
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13a-14(a) OF THE
SECURITIES EXCHANGE ACT OF 1934, AS AMENDED, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

[, Robert W. Humphreys, certify that:

1.
2.

a)

b)

d)

a)

b)

I have reviewed this quarterly report on FoildAQof Delta Apparel, Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

Designed such disclosure controls and procedorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tieeparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

Evaluated the effectiveness of the registratisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psint based on such evaluation; and

Disclosed in this report any change in thegtegit's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in case of an annual report) that haemadly affected, or is reasonably likely
to materially affect, the registrant's internal wohover financial reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

All significant deficiencies and material weakses in the design or operation of internal cébotrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that invedyumanagement or other employees who have a signiifiole in the registramstinterna
control over financial reporting.

Date:February 5, 2013 /sl Robert W. Humphreys

Chairman and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O RULE 13a-14(a) OF THE
SECURITIES EXCHANGE ACT OF 1934, AS AMENDED, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Deborah H. Merrill, certify that:

1.
2.

a)

b)

d)

a)

b)

I have reviewed this quarterly report on FoildAQof Delta Apparel, Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

Designed such disclosure controls and procedorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tieeparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

Evaluated the effectiveness of the registratisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in thegtegit's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in case of an annual report) that haemadly affected, or is reasonably likely
to materially affect, the registrant's internal wohover financial reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

All significant deficiencies and material weakses in the design or operation of internal cébotrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that invedyumanagement or other employees who have a signiifiole in the registramstinterna
control over financial reporting.

Date:February 5, 2013 /s/ Deborah H. Merrill

Vice President, Chief Financial
Officer and Treasurer



EXHIBIT 32.1

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

For purposes of 18 U.S.C. Section 1350, as adgpiesiiant to Section 906 of the Sarbanes-Oxley A2062, Robert W. Humphreys, the
Chief Executive Officer of Delta Apparel, Inc. (th@ompany”), hereby certifies that to the best sfknowledge:

1. The Quarterly Report on Form 10-Q for the qerdytperiod ended December 29, 2@2he Company, as filed with the Securities
Exchange Commission on the date hereof (the “R8pfutly complies with the requirements of sectib8(a) or 15(d) of the
Securities Exchange Act of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Company.

Date:February 5, 2013
/sl Robert W. Humphreys
Robert W. Humphreys
Chairman and Chief Executive Officer

This certification is being furnished solely to qaywith the provisions of § 906 of the Sarbat@dey Act of 2002 and is not being filed
part of the accompanying Report, including for msgs of Section 18 of the Exchange Act, or as aragp disclosure document. A sig
original of this written certification required bSection 906, or other document authenticating, ewkedging or otherwise adopting
signature that appears in typed form within thetedmic version of this written certification reged by Section 906, has been provided t
Company and will be rendered by the Company anushed to the Securities and Exchange Commissids etaff upon request.



EXHIBIT 32.2

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

For purposes of 18 U.S.C. Section 1350, as adgpiesiiant to Section 906 of the Sarbanes-Oxley A2D02, Deborah H. Merrill, the Chief
Financial Officer of Delta Apparel, Inc. (the “Coamy”), hereby certifies that to the best of herklealge:

1. The Quarterly Report on Form 10-Q for the qerdytperiod ended December 29, 2@2he Company, as filed with the Securities
Exchange Commission on the date hereof (the “R8pfutly complies with the requirements of sectib8(a) or 15(d) of the
Securities Exchange Act of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Company.

Date:February 5, 2013
/s/ Deborah H. Merrill
Deborah H. Metrrill

Vice President, Chief Financial Officer
and Treasurer

This certification is being furnished solely to qoisnwith the provisions of § 906 of the Sarbai@dey Act of 2002 and is not being filed
part of the accompanying Report, including for msgs of Section 18 of the Exchange Act, or as aragp disclosure document. A sig
original of this written certification required b$ection 906, or other document authenticating, askedging or otherwise adopting
signature that appears in typed form within thetedtmic version of this written certification reged by Section 906, has been provided t
Company and will be rendered by the Company anughed to the Securities and Exchange Commissids etaff upon request.



