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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 March 30, 2013
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 May 2, 2013 , there were outstanding 8,122 Sigares of the registrasttommon stock, par value of $0.01 per share, wisithe onl



class of outstanding common or voting stock ofrdgstrant.
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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)
March 30, June 30,
2013 2012
Assets
Current assets:
Cash and cash equivalents $ 48¢ % 467
Accounts receivable, less allowances of $1,882%312 respectively 70,80¢ 73,85t
Income tax receivable 7,82¢ 8,79¢
Inventories, net 165,82: 161,63:
Prepaid expenses and other current assets 4,312 3,77(
Deferred income taxes 4,84 4,96¢
Total current assets 254,10t 253,48t
Property, plant and equipment, net 39,23¢ 39,42¢
Goodwill 16,81 16,81:
Intangibles, net 6,342 6,791
Other assets 3,60( 3,87¢
Total assets $ 320,09¢ $ 320,39:
Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payable $ 46,37: $ 46,32(
Accrued expenses 17,24¢ 16,60¢
Current portion of long-term debt 3,52¢ 3,52¢
Total current liabilities 67,15( 66,45’
Long-term debt, less current maturities 109,38 110,94
Deferred income taxes 3,38¢ 3,80:
Other liabilities 10z 21¢
Total liabilities $ 180,01¢ $ 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€
8,149,138 and 8,424,709 shares outstanding as a9, 2013 and June 30, 2012,
respectively

Additional paid-in capital 60,33¢ 60,36

Retained earnings 96,04 90,83(

Accumulated other comprehensive loss (207) (229)

Treasury stock —1,497,834 and 1,222,263 sharesMargh 30, 2013 and June 30, 2012,

respectively (16,289 (12,197
Total shareholders’ equity 140,08:. 138,96
Total liabilities and shareholders' equity $ 320,09¢ $ 320,39:

See accompanying Notes to Condensed Consolidategid¢tal Statements.
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Delta Apparel, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(Amounts in thousands, except per share data)

(Unaudited)
Three Months Ended Nine Months Ended
March 30, March 31, March 30, March 31,
2013 2012 2013 2012
Net sales $ 120,09 $ 12554: $ 356,95t $ 354,55
Cost of goods sold 93,67: 100,35( 275,93. 297,96:
Gross profit 26,41¢ 25,19: 81,02: 56,58’
Selling, general and administrative expenses 23,70¢t 22,25t 71,44 67,00:
Other expense, net 14t 79 33¢ 19
Operating income (loss) 2,56¢ 2,85¢ 9,24¢ (20,437
Interest expense, net 1,01¢ 1,017 2,97¢ 2,901
Earnings (loss) before (benefit) provision for immtaxes 1,54¢ 1,83¢ 6,26¢ (13,339
(Benefit) provision for income taxes (59 (80) 1,051 (6,07¢€)
Net earnings (loss) $ 1,60¢ $ 191¢ % 5217 $ (7,259
Basic earnings (loss) per share $ 02 $ 02: ¢ 0.6 $ (0.8¢)
Diluted earnings (loss) per share $ 0.1¢ $ 02z $ 061 $ (0.86)
Weighted average number of shares outstanding 8,16t 8,45( 8,28¢ 8,45k
Dilutive effect of stock options and awards 274 33¢€ 25¢ —
Weighted average number of shares assuming dilution 8,43¢ 8,78¢ 8,54¢ 8,45¢

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 Nine Months Ending
March 30, March 31, March 30, March 31,
2013 2012 2013 2012
Net earnings (loss) $ 1,60¢ $ 1,91¢ % 5217 $ (7,259
Other comprehensive income (loss) 26 (46) 22 (114
Comprehensive income (loss) $ 163« $ 187 $ 523 $ (7,379

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)
Nine Months Ended
March 30, 2013  March 31, 2012
Operating activities:
Net earnings (loss) from continuing operations $ 5217 $ (7,25%)
Adjustments to reconcile earnings to net cash pexvby (used in) operating activities:
Depreciation and amortization 5,98: 5,50:
Amortization of deferred financing fees 271 271
Excess tax benefits from exercise of stock options (37 (529
Provision for deferred income taxes (302 (5,372)
Non-cash stock compensation 601 1,25(
Loss on disposal of property and equipment 11z 61
Inventory write down — 16,19¢
Changes in operating assets and liabilities:
Accounts receivable 3,04 3,115
Inventories (4,189 (36,99¢)
Prepaid expenses and other current assets (542) (487)
Other non-current assets 3 111
Accounts payable 53 (3,439
Accrued expenses 641 (8,367)
Income taxes 1,004 (3,119
Other liabilities (96) 87
Net cash provided by (used in) operating activities 11,767 (38,959
Investing activities:
Purchases of property and equipment, net (5,465 (5,167)
Proceeds from sale of equipment 15 —
Net cash used in investing activities (5,450 (5,167)
Financing activities:
Proceeds from long-term debt 364,75: 427,01:
Repayment of long-term debt (366,32) (381,17()
Repurchase of common stock (4,529 (2,289
Exercise of stock options (239 (54)
Excess tax benefits from exercise of stock options 37 52¢
Net cash (used in) provided by financing activities (6,295 44,027
Net increase (decrease) in cash and cash equisalent 22 (92)
Cash and cash equivalents at beginning of year 467 65€
Cash and cash equivalents at end of year $ 48¢ ¢ 56¢
Supplemental cash flow information:
Cash paid during the year for interest $ 2,631 $ 2,44
Cash paid during the year for income taxes, ne¢foinds received $ 367 $ 2,34¢

See accompanying Notes to Condensed Consolidatetid¢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 ("U.S. GAAP") for completaedincial statements. We believe these condensedlatated financial statements reflect
adjustments (consisting of only normal recurringraals) considered necessary for a fair presemta@perating results for the nine mor
ended March 30, 201,3are not necessarily indicative of the result$ thay be expected for our fiscal year ending Juhe2@13. Although ol
various product lines are sold on a yeaund basis, the demand for specific productsyesteflects some seasonality, with sales in ourtf
fiscal quarter generally being the highest andssaleour second fiscal quarter generally beingldweest. For more information regarding
results of operations and financial position, réfethe consolidated financial statements and fatemincluded in our Form 1K-for our fisca
year ended June 30, 2012, filed with the UnitedeSt&ecurities and Exchange Commiss“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 interti@nal 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@¢'FASB") issued Accounting Standards UpdateSUA) 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 ASU No. 2011BkPerral 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 thevalue of the asset in that year. The company nimastever, make a positive assertion a
the conclusion and the circumstances taken intowtcto reach that conclusion. However, if the campdetermines otherwise, it m
calculate the fair value of the asset and comgaatwalue with its carrying amount. If the carryiamount of the company's intangible a
exceeds its fair value, the company must recoringairment charge for the amount of that excesanyt 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.

In February 2013, FASB issued ASU No. 2013-0@mprehensive Income (Topic 220), Reporting of Amounts Reclassified Out of Accumulated
Other Comprehensive Income (ASU 201302). This guidance requires companies to repororinétion about reclassifications out
accumulated other comprehensive income in one plHuese reclassifications must be presented by ooem. If these items are signific
and are reclassified in their entirety in the pgricompanies must report the effect of the rediaasions on the respective line items in
statement where net income is presented. If thasitare not reclassified in their entirety to netoime in the period, companies must cros
reference in a note. ASU 2002-is effective for fiscal years, and interim pesowithin those years, beginning after December032. ASL
2013-02 is therefore effective for our fiscal yeading June 28, 2014.

Note D—Inventories

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

March 30, June 30,
2013 2012
Raw materials $ 11,550 $ 11,75¢
Work in process 16,42 18,98¢
Finished goods 137,85( 130,88t

$ 165,82 $ 161,63:

Raw materials include finished yarn and direct make for the basics segment and include direct edlishment materials for the branc
segment as well as undecorated garments and heafwehe Junkfood and To The Game business uwis.regularly review invento
guantities on hand and record reserves for obsabesc excess quantities, irregulars and stmwing inventory based on historical sel
prices, current market conditions, and forecastedyct demand to reduce inventory to its net raali 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 Agreement”) with timaffcial institutions named in the Amended Loane&gnent as Lenders,
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Wells Fargo Bank, National Association, as Admiigve Agent, Bank of America, N.A., as Syndicatidgent, Wells Fargo Capital Finan
LLC, as Sole Lead Arranger, and Wells Fargo Cagtialance, LLC and Merrill Lynch, Pierce, Fenner &igh Incorporated, as Jo
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 creditlabia under the facility to $200 millic
(subject to borrowing base limitations), conditidngpon the Administrative Agent's ability to secaditional commitments and custorr
closing conditions.

At March 30, 2013, we had $103.1 million outstagdimder our U.S. credit facility at an average nesé rate of 2.3%, and had the abilit
borrow an additional $30.4 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 moetiod must not be less than 1.1 to A§.availability was above the minimum, we w
not subject to the FCCR covenant at March 30, 20A8 March 30, 2013 and June 30, 2012, there was9fllion and $14.8 millior
respectively, of retained earnings free of restia to make cash dividends or stock repurchases.

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

In March 2011, we extinguished our existing detthvidanco Ficohsa, a Honduran bank, and enterecain@sw credit facility with them. As
March 30, 2013 , we had $4.8 million outstandingtia installment portion of this loan and $5.0 iwill outstanding under the revolvi
portion of the agreement. The new revolving Hondwtabt, by its nature, is not logrm, as it requires scheduled payments each siths
However, as the agreement permits us to re-boremdd up to the amount repaid, subject to certajactibe covenants, and we intend to re
borrow funds, subject to the objective criteri® #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 twt&4.4 million and $4.0 million for the third quer of fiscal years 2013 and 2012
respectively. Distribution costs included in sedligeneral and administrative expenses totaledd%halion and $11.6 milliorfor the first nin
months of fiscal years 2013 and 2012espectively. In addition, selling, general amtininistrative expenses include costs related tes
associates, administrative personnel cost, adirggtisnd marketing expenses, royalty payments améed 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 ezt
the Audit Committee internal investigation that veasnpleted during the first quarter.

Note G—Stock-Based Compensation

On November 11, 2010, the Delta Apparel, Inc. shalders 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 Condensed Consolidated Statementpefalions over the vesting periods of each grant.

2010 Stock Plan

During the third quarter of fiscal years 2013 argl2 we expensed $0.3 million and $0.1 millipmespectively, in connection with 1
outstanding awards made under the 2010 Stock Flamse amounts were included in selling, general, aiministrative expenses in
Condensed Consolidated Statements of Operations .

During the second quarter of fiscal year 2Q18e made adjustments to the expected vestingeopthformance units and to the estim
forfeiture rate on the restricted share units. Buard of Directors previously granted 96,450 perfancebased share units to cerl
executives. These share awards vest only uponwaahispecified return on capital employed (as dafjnperformance targets over fiscal y:
2012 and 2013. During the second quarter of figeal 2013 we determined that the ability to achieve théqraerance criteria related to the
awards is no longer probable. As a result, we saei$0.4 million of related shabased expense previously recognized and recogmia
additional expense related to these awards. Intiaddduring the second quarter of fiscal 2013,re@lized a benefit of $0.1 milliofiom ar
actual forfeiture experience that was higher thaavipusly estimated on restricted stock units, lt&gyprimarily from an executive's depart
from the Company. Accordingly, we increased thévested forfeiture rate used in recognizing stbelsed compensation expense on resti
stock units from a 5% forfeiture rate to a 16.5%diure rate. The impact

9
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of these events, combined with the expense recoodethe restricted share units, resulted in a $@lBon net benefit recorded during
quarter ended December 29, 2012.

During the first nine months of fiscal years 20181£2012 , we expensed $0.5 million and $0.9 milljaespectively, in connection w
outstanding awards made under the 2010 Stock Rkof March 30, 2013 , there was $0.9 milliohtotal unrecognized compensation
related to non-vested awards granted under the 38dd¢k Plan. This cost is expected to be recognized a period of 2.4ears. During th
guarter ended March 30, 2013 , no stock awards grarged under the 2010 Stock Plan.

Option Plan

All options granted under the Option Plan have egtsAs such, no expense was recognized duringirdtenfne months of fiscal year 2013
During the third quarter and first nine months istal year 2012 , we expensed $44 thousand and thb88and respectively, in connecti
with the Option Plan. During the quarter ended M0, 2013 , vested options representing 124 glfdres of our common stock w
exercised, and the shares issued, in accordankehgit respective agreements.

Award Plan

All awards granted under the Award Plan have vestedl been exercised, and no awards remain outstands such, naxpense w:
recognized during the third quarter or first ninenihs of fiscal year 2013 . During the third quané fiscal year 2012 , nexpense ws
recognized. During the first nine months of fisgaar 2012 we expensed $0.1 million in connectiath Wie Award Plan.

Note H—Purchase Contracts

We have entered into agreements, and have fixeggrio purchase yarn, natural gas, finished falnd finished apparel and headv
products. At March 30, 2013 , minimum payments urtidese contracts were as follows (in thousands):

Yarn $ 13,82:
Natural Gas 327
Finished fabric 2,381
Finished products 26,25’

$ 42,79:

Note |—Business Segments

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

The branded segment is comprised of our busineis fmeused on specialized apparel garments andwesa to meet consumer preferer
and fashion trends, and includes Soffe, Junkfo@dTfie Game and Art Gun. These branded embellishediaembellished products are ¢
through specialty and boutique shops, upscale radiitibnal department stores, ntigr retailers, sporting goods stores, college Istarles an
the U.S. military. Products in this segment arekatad under our lifestyle brands of Soffe®, Intgnsithletics®, The Cotton Exchange@ynk
Food®, and The Game®, licensed brands of Salt Lée® Realtree Oultfitters®, 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 andtaloesources 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 that quarter. This one-time charge is inetlith the basics segment.
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Information about our operations as of and forttiree and nine months ended March 30, 2013 , arrdhVBi, 2012 by operating segment,

as follows (in thousands):

Basics Branded Consolidated
Three months ended March 30, 2013
Net sales $ 67,44¢ 52,647 $ 120,09:
Segment operating income (loss) 3,65¢ (1,097 2,56¢
Segment assets * 166,77: 153,32 320,09¢
Three months ended March 31, 2012
Net sales $ 67,04¢ 58,49: $ 125,54
Segment operating loss 1,514 1,34z 2,85¢
Segment assets * 180,33: 157,54¢ 337,87¢
* All goodwill and intangibles on our balance sheetiacluded in the branded segment.

Basics Branded Consolidated
Nine months ended March 30, 2013
Net sales $ 192,82¢ 164,12¢ $ 356,95t
Segment operating income (loss) 10,46 (1,219 9,24¢
Nine months ended March 31, 2012
Net sales $ 177,200 % 177,35 % 354,55(
Segment operating (loss) income (15,597 5,15¢ (10,437

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

Three Months Ended Nine Months Ended

March 30, March 31, March 30, March 31,
2013 2012 2013 2012
Segment operating income (loss) $ 2,56 $ 285 % 9,24¢ $ (10,43)
Unallocated interest expense 1,01¢ 1,017 2,97¢ 2,901
Consolidated earnings (loss) before taxes $ 154¢ $ 183 $ 6,26¢ $ (13,339

Note J—Income Taxes

We had an effective income tax rate of 16.8% ferrine months ended March 30, 2013 , compared &ffantive rate of 45.6%or 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 laisesn by the $16.2 milliomventory markdown during that fiscal year, loweriour U.S
taxable income while maintaining profits in thesbfbre taxable and tax-free jurisdictions. Basedwncurrent projected prtax income and tt
anticipated amount of U.S. taxable income compaoegrofits maintained in the offshore taxable aagftee jurisdictions, our estimat
effective income tax rate for the fiscal year endade 29, 2013, is expected to be approximately 1@%50 basis point reduction from
expected effective income tax as of December 29220

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 liabilitiesaictive markets and quoted prices for identicalimilar assets or liabilities in marki
that are less active.
o  Level 3— Unobservable inputs that are supported by ldtieno market activity for assets or liabilities and irhs 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
March 30, 2013 $ 174 —  $ 174 —
June 30, 2012 $ 20¢ — 3 20¢ —

Contingent Consideration
March 30, 2013 — — — —
June 30, 2012 — — — —

The fair value of the interest rate swap agreemesnte derived from discounted cash flow analysisebeon the terms of the contract anc
forward interest rate curves adjusted for our dredk, which fall in level 2 of the fair value machy. We used the historical results
projected cash flows based on the contractuallinddfterms, discounted as necessary, to estimatiithvalue of the contingent considera
for Art Gun. Accordingly, the fair value measurermér 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 andspntation in the Condensed Consolidated BalaheetS for derivatives as &arch 30
2013, and June 30, 2012 .

March 30, June 30,
2013 2012
Accrued expenses $ 73 % —
Deferred tax liabilities (67) (80)
Other liabilities 101 20¢
Accumulated other comprehensive loss $ 107 $ 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 reconmzido the Commission a $900,(
civil penalty. We contend that the Commission'sgdltions are without merit.
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On August 27, 2012, Junkfood responded to the Casion staff regarding its recommended penaltyingeforth a number of defenses |
mitigating factors that could result in a much lovpenalty, if any, ultimately imposed by a courbshld the matter proceed to litigation.
March 27, 2013, the Commission requested additimfi@amation from Junkfood regarding the matter.iM/fve will continue to defend agai
these allegations, we believe it is probable tHathility has been incurred. Based upon the tesisreviously published CPSC settlements
related product recall notices, we believe if witls¢he matter the minimum settlement amount wdngdd$25,000. Should the Commission ¢
enforcement of the recommended civil penalty ariinakely prevail on its claims at trial, we coulé bequired to pay amounts excee:
$900,000, along with interest and the Commissioo&s and fees. During the quarter ended June(3@, 2ve recorded a liability for the m
likely outcome within this range, and this liahjlitemains recorded as of March 30, 2013 .

In addition, at times we are party to various legaims, actions and complaints. We believe thataaesult of legal defenses, insur:
arrangements, and indemnification provisions withtips 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 JRGL0, on July 12, 2010, TCX acquired substdmptal of the net assets of HPM Appa
Inc. d/b/a The Cotton Exchange, including accouateivable, inventory, and fixed assets, and asduredain liabilities. The total purchs
price, which included a postesing working capital adjustment, was $9.9 millioVe finalized the valuation for the assets aeuian:
liabilities assumed and have determined the fiflakcation of the purchase price. No goodwill or ethintangible assets were recorde
conjunction with the acquisition of The Cotton Eaadlge. Effective January 1, 2012, TCX was mergeal ilstparent entity, M.J. Soffe, LL
for reasons of corporate simplification and as sU€X no longer exists as a separate entity.

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 Repurchased@mo@n January 25, 3013 we announced that on Januar3023 the Board of Directc
authorized an additional $10.0 million for sharpuehases, bringing the aggregate total authotiz&30.0 million .

During the third quarter of fiscal year 2013, weghased 103,571 shares of our common stock fatahdost of $1.5 million bringing our to
to 316,322 shares far cost of $4.5 million for the nine month periodieng March 30, 2012. During the third quarter aichl year 2012, v
did not purchase any shares of our common stockofAslarch 30, 2013, we have purchased 1,685,86%eshaf common stock for

aggregate of $18.8 million since the inceptiontaf Stock Repurchase Program. All purchases were miiathe discretion of management
pursuant to the safe harbor provisions of SEC R018. As of March 29, 2013, $11.2 million remainecitable for future purchases un
our Stock Repurchase Program, which does not haesiration date.

The following table summarizes the purchases ofcounmon stock for the quarter ended March 30, 2013

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
December 30, 2012 to February 2, 2013 94,48: $14.1¢8 94,48 $11.2 million
February 3 to March 2, 2013 5,99: $15.9¢€ 5,99:¢ $11.2 million
March 3 to March 30, 2013 3,09t $15.8¢ 3,09t $11.2 million
Total 103,57: $14.34 103,57: $11.2 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 $3.0 million and $2.9 million ftine third quarter of fiscal years 2013 and 2018spectively. Royalty expense w@sl.¢
million and $11.7 million for the first nine montbé fiscal years 2013 and 2012, respectively.

At March 30, 2013 based on minimum sales requirements, future minmimoyalty payments required under these licenseemgents were
follows (in thousands):
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Fiscal Year Amount
2013 $ 45%
2014 4,13
2015 2,217
2016 882
$ 7,67¢

Note P—Goodwill and Intangible Assets

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

March 30, 2013 June 30, 2012
Accumulated Accumulated
Cost Amortization Net Value Cost Amortization Net Value Economic Life
Goodwill $ 1681 $ — $ 16,81 $ 16,81 $ — $ 16,81 N/A
Intangibles:
Tradename/trademarks $ 1,53C $ (589 $ 947 $ 1,53C $ (526) $ 1,004 20 yrs
Customer relationships 7,22( (2,757 4,46: 7,22( (2,486 4,73¢ 20 yrs
Technology 1,22( (39§ 822 1,22( (307) 913 10 yrs
Non-compete agreements 517 (407) 11C 517 (377) 14¢€ 4—-8.5yrs

Total intangib|es $ 10,48° $ (4,145) $ 6,34 % 10,487 $ (3,69() $ 6,791

Amortization expense for intangible assets was $@il2on and $0.5 million for the three months anitie months ended March 30, 2013
respectively, and $0.6 million for the fiscal yesnded June 30, 2012 . Amortization expense is agulrto be approximately $0.6 milli@act
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 Statesent

The Private Securities Litigation Reform Act of BO9frovides a safe harbor for forwdabking statements made by or on behalf of
Company. We may from time to time make written tal statements that are “forward-lookingptluding statements contained in this re
and other filings with the SEC, in our press redésasnd in other reports to our shareholders. tAtements, other than statements of histc
fact, which address activities, events or develagmehat we expect or anticipate will or may ocdaurthe future are forwaréboking

statements. The words “estimate”, “project”, “fomst’, “anticipate”, “expect”, “intend”, “believe&nd similar expressions, and discussior
strategy or intentions, are intended to identifyyfard-looking statements.

The forward-looking statements in this @Qare based on our expectations and are necessepgndent upon assumptions, estimates an
that we believe are reasonable and accurate butbmagcorrect, incomplete or imprecise. Forwhroking statements are also subject
number of business risks and uncertainties, arwhiéh 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

» the general U.S. and international economic cosi

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

e our ability to predict or react to changing consupreferences or trent

e pricing pressures and the implementation of caticton strategie

« changes in the economic, political and social $italait our offshore location

e our ability to retain key manageme

» the effect of unseasonable weather conditions echaises of our produc

» significant changes in our effective tax r

* any restrictions to our ability to borrow capitalabtain financing

» the ability to raise additional capit

» the ability to grow, achieve synergies and realeeexpected profitability of recent acquisitic
» the volatility and uncertainty of energy and fugatps

« any material disruptions in our information systawlated to our business operati
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» 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

» changes to international trade regulati

» changes in employment regulatic

» foreign currency exchange rate fluctuatis

* any negative publicity regarding domestic or ingional 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 factobat 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® Ebe not the only risks facing our Comp:
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immattedi@ may materially and adversely af
our business, financial condition, and/or operatigylts.

Business Outlook

Cooler than expected weather conditions througtimitountry combined with continued weakness itageretail channels resulted in sloy
than expected sales during the third quarter. Eidsg with continued softness in the Soffe businessulted in lower comparable third que
revenue and net income. Net sales were $120.lomiftir the fiscal third quarter ended March 30,20And net income was $1.6 millioior
$0.19 per diluted share. This compares to net s4l$$25.5 million and net income of $1.9 millioor, $0.22per diluted share, in the prior y
third quarter. Despite the declines, we achieveémae growth in the basics segment and in eacluob@nded business units except S
Gross margins and operating profits also improve@ach business with the exception of Soffe. Iff&bfad performed in this year's tt
quarter as it did in the prior year third quartge could have reasonably expected to achieve dwsaigls growth of about 3% with operal
profit growth of about 83% over the prior year thiuarter.

We are making a rigorous effort to regain lost woduand to realign the Soffe business to meet cumanket demands, and are already s¢
some limited results from these efforts. The diffies at Soffe primarily stem from a high degrdetlomoil that is occurring in the ret
industry and our failure to make adjustments ingnito-market strategy and operations in a timely fashRetailers, working to stay profital
in the face of a sluggish economy, are making aadjests in their buying patterns. These adjustmargshaving a direct effect on Soffe's s
and marketing relationships with these customepeciically, some large retailers are shifting thsfrategies to emphasize private Ii
products. If these retailers eventually reverttteirt previous branded strategy, as they have fgslty, Soffe's branded products could
brought back into their marketing plans. In the nigae, we have realigned our merchandising, margetind sales leadership, whicl
focused on expanding the retail customer baseegpidaing business that has been lost.

Immediate steps are also being taken to reduce eost make Soffe profitable at current volumeswasbegin fiscal year 2014, we will h¢
lower cost inventory, driven by lower raw matertalst and improved manufacturing performance, ordharship to our customers. We
eliminating excess costs associated with the cellegokstore business as we consolidate this shlwel into To The Game's operatit
Additionally, we are taking steps to implement aff& some aspects of the lower cost operationdfqsfas that are established at our o
business units.

Our other business units performed well considetirey additional challenge they faced from the ualigicool weather. One of our m
innovative businesses, Junkfood, brings a new megatoi licensing with products to help businessameot with their consumers' desires.
also have introduced to the premium departmenestdunkfood's Stray Heart™ fashion line, whichreefof graphics but focuses on
fashionable Junkfood silhouettes and fabrics. Tipegducts will be available soon.

To The Game, which grew nearly 15%, was driven bydgperformance from Salt Life®&he new footwear line is in stores this springng
with new products made of UVapor®,performance fabric that provides UV, moisture addr protection for the more active beach lifes
As previously noted, we are moving all of our cgiebookstore business under To The Game's opesatidrich should provide us witt
lower-cost platform for this sales channel.
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Art Gun has also continued its growth in the thgudarter and continues to expand its customer hadeénaprove profitability. We expect £
Gun to generate operating profits for us this fiyear.

Our basics segment experienced a slight sales lgrowar last year's third quarter, continuing itstfiand second quarter growth trend
bringing sales growth of nearly 9% for the nmenth period. Our basics segment recently camevihta new performance product cal
Delta-Dri™ which we believe is being well received by mmers. Additionally, we continue to gain new besis utilizing our catalog blar
and printing capabilities to provide a full packayeduct to customers.

Gross margins improved overall, primarily due toreased manufacturing efficiencies. We are contimaiur manufacturing expansion wit
our existing facilities and we have new equipmamboder with the completion of this project planrfedthe end of this calendar year. W
we will have some additional costs related to oanuofacturing expansion and bookstore consolidadi@r the next couple of quarters, tr
activities should result in a lower cost platforoing forward. In addition, because of the actiomshave taken regarding Soffe, we soon e»
to have it realigned with market demands, so iuhalso be contributing to the overall succesBeita Apparel.

This fiscal year has presented us with a numbehaflenges, including the soft economy and unusealtther. We have met them hemawith
solid solutions, the benefits of which should beeampparent in the upcoming quarters. As we mowautir the remainder of fiscal ye2D1:
and into fiscal year 2014 we have three areasiofguy focus. The first is reinvigorating the Soffieand and business operations, returning
the profitability we have historically enjoyed inig business. The second is to support the grawtiui basics segment with the expansiol
our manufacturing capacity within our existing fadigs. Finally, we will continue the developmemtcaexpansion of our brands. We believe
focus will allow us to continue our path of grovethd drive the operating margins needed to meelbager term profit goals.

EARNINGS GUIDANCE

The effect on sales of the "late Spring" and thveelothan expected sales for Soffe in the third guawill make our previously issued guida
for fiscal year 2013ifficult to achieve. We now expect revenues in taege of $490 to $495 million and earnings in téwege of $1.05 1
$1.10 per diluted share for the fiscal year endimge 29, 2013 .

Results of Operations

Net sales for th2013 third fiscal quarter was $120.1 million , aid@se of approximately 4% compared to the thiattgu fiscal year 2018e!
sales of $125.5 million . Net income was $1.6 midlior $0.19 per diluted share, compared with $ilBom or $0.22per diluted share, for I
year's third quarter. For the first nine monthdiatal year2013 , sales increased by 0.7% to $357.0 milliommared to $354.6illion for the
first nine months of fiscal year 2012 . Net earsirigr the first nine months of fiscal year 2013 v&&s2 million, or $0.61per diluted shar
compared to a loss of $7.3 million, or $0.86 pearshin the prioyear nine month period. As previously reported, egnings for fiscal ye
2012 second quarter was negatively impacted by estiore inventory markdown of $16.2 million in our l@s segment resulting frc
unprecedented record high cotton costs combinedseifing price decreases in Delta's line of basidecorated t-shirts.

Third quarter fiscal year 2013 sales within thenied segment were $52.6 million , down 10% compwmitid $58.5 millionfor last year's thir
quarter. The decrease was driven entirely by a 88Rfs decline in the Soffe business due to thedliimthe current retail environment an
strategy shift by some large retailers to emphgsizete label products. To The Game had 15% satesth driven by Salt Life products. Se
for Junkfood increased 9% with professional sphicenses continuing to sell well. Art Gun continuiésirapid growth, achieving 60% s¢
increase in the third quarter and a 95% increas¢htonine month period ending March 30, 2013l branded products, with the exceptior
Soffe, experienced sales growth for the entire nieaths along with improved margins.

Net sales in the basics segment were up slight$67.4 million compared with $67.0 millidior last year's third quarter. Sales for the p#d
label business grew 4% for the third quarter aratlpel0% for the first nine months of fiscal yedr13. The Catalog business achieved
sales growth of 6%, but this was offset by loweerage selling prices, lowering sales by $0.5 mmillfor the third quarter fiscal year 2013
Sales in the Catalog business are up over 8% &oydar on unit sales growth of over 17%. Marginprioned across the board in the be
segment due primarily to improved manufacturinggenance.

Selling, general and administrative expenses ("SGQ&wvere $23.7 million , or 19.7% of sales, for thearter ended March 30, 2013
compared to $22.3 million , or 17.7% of sales, thee quarter ended March 31, 2012 . For the firse nhonths of fiscal year 20135G&A
expenses were 20.0% of sales versus 18.9% in fygaal 2012 This increase in SG&A was primarily due to roigdtpaid on our licens
products, which experienced strong growth this year

Net interest expense for the third quarter of figemr2013 was $1.0 million, which is consistent witle third quarter of fiscal year 201Fol
the first nine months of fiscal year 2013 , intérgense totaled $3.0 million compared to $2.%onilfor fiscal year 2012 .

Our effective income tax rate for the nine monthdezl March 30, 2013 , was 16.8% , compared tofactefe tax benefit of 45.6%n the los
in the prior year period 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 latbe=n by the above-referenced one-time inventoaykdown
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during the fiscal year, which lowered our U.S. tagaincome while maintaining profits in the offseaiaxable and tafcee jurisdictions. W
expect our fiscal year 2013 effective tax rategmpproximately 17%.

At March 30, 2013 , account receivables were $7®ilion, a 4% decrease from the prior year Mamasulting from lower sales. Days s
outstanding, ("DSQ"), stood at 52 days as of M&@&@h2013 , which is consistent with DSOs at therpyear March.

Capital expenditures were $1.6 million during thed quarter fiscal year 2013 and $5.5 million foe first nine months of fiscal year 2013
These expenditures primarily related to screent pniodernization and expansion in both our inteorati and U.S. facilities. Depreciation
amortization, including non-cash compensation, $&4 million for the third quarter fiscal year 2048d $6.5 million for the first nine moni
of fiscal year 2013 .

Total debt at March 30, 201,3wvas $112.9 million compared to $132.6 millioneayago. Lower working capital requirements, prilpas &
result of lower cotton prices, along with net ineGgrwere the principle reasons for the decreaselinldvels.

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 $11.8 million in bar the first nine months of fiscal year 2013 gared to $39.0million of cash used t
operating activities in the first nine months afctl year 2012 The increase in operating cash flow during thst fiine months of fiscal ye
2013compared to the prior year period resulted primdribm lower working capital requirements and higkarnings compared to the p
year. Higher working capital was required in fisgahr2012 primarily due to higher priced cotton in tirstfsix months of fiscal year 2012n
addition, during the first quarter of fiscal yedr12 , payments associated with incentive compessdiased on fiscal year 20p&rformanc
were made.

Investing Cash Flows

Capital expenditures for the first nine monthsie€dl year 2013 were $5.5 million compared to $&#lion for the first nine months of tl
prior year. Such capital expenditures were prigamdlated to the modernization and expansion of smmeen print operations, along v
investments in our information technology systeM& anticipate our fiscal year 2013 capital expandid to be $9.0 million. Capi
improvements will mostly focus on screen print mmdgation and expansion in both of our internatiarad U.S. facilities, and branding ¢
point-of-sale displays for our branded productsgiBeing in fiscal year 2013and continuing into fiscal year 2014, we intenceigand ot
textile and dewing capacity by approximately 17%ltow us to satisfy increasing demand for our Gastivewear products and support ne
developed specialty products. For this expansianexpect to spend approximately $12.0 million fewrequipment in our U.S. and Hondu
textile facilities and several of our existing sewifacilities.

Financing Activities

For the first nine months of fiscal year 2013 |rcased by financing activities was $6.3 million qmared to $44.0million provided for the fire
nine months of fiscal year 2012 . The cash useduryfinancing activities in the first nine monthisfiscal year 2013educed our total debt
$112.9 million, which is a decrease of $1.6 millfoom our fiscal 2012 year end. The cash providgdirfmancing activities during the first ni
months of fiscal year 2012 funded the higher waglkiapital needs and the repurchase of our comnook.st

We believe that the cash flow generated by ouraifmers and funds available under our credit faegishould 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 ul
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

During the nine months ended March 30, 2013 , wee rapurchased 316,322 shares at an average prige4@1 per share (See Note N
Repurchase of Common Stock). At the end of thedthinarter we had $11.2 million of our authorizati@maining, which includes t
additional $10.0 million authorization approved tine Board of Directors at its meeting in Januaf12® We believe our stock is currel
trading at a price that is below its intrinsic valand such periodic repurchases are a sound ingestpportunity that we can pursue witt
sacrificing future growth plans.
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Critical Accounting Policies

Our discussion and analysis of our financial caadiand results of operations are based upon msdiolated financial statements, which v
prepared in accordance with U.S. GAAP. The preparadf our consolidated financial statements reggiins to make estimates and judgm
that affect the reported amounts of assets anditied and disclosure of contingent liabilities the date of the financial statements anc
reported amounts of revenues and expenses durgngeporting periods. We base our estimates andrjadts on historical experience
various other factors that we believe to be redsienander the circumstances, the results of whicinfthe basis for making judgments at
the carrying values of assets and liabilities #iratnot readily apparent from other sources. Aatesililts may differ from these estimates u
different assumptions or conditions. The most digant estimates and assumptions relate to reveecegnition, accounts receivable
related reserves, inventory and related reserkies;arrying value of goodwill, and the accountiogihcome taxes.

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

Environmental and Requlatory Matters

We are subject to various federal, state and lenalronmental laws and regulations concerning, agjnather things, wastewater dischar
storm water flows, air emissions and solid wastpaisal. Our plants generate very small quantitfeeaaardous waste, which are ei
recycled or disposed of offite. Most of our plants are required to possess @nmore environmental permits, and we believe W art
currently in compliance with the requirements afsh permits.

The environmental rules applicable to our busirsesbecoming increasingly stringent and we incpitahand other expenditures annuall
achieve compliance with environmental standards. deently do not expect that the amount of expemes required to comply wi
environmental laws will have a material adverse@fbn our operations, financial condition or ldjty. There can be no assurance, how
that future changes in federal, state, or localil@&gns, interpretations of existing regulatiomstee discovery of currently unknown proble
or conditions will not require substantial additdrexpenditures. Similarly, while we believe that¢ \&re currently in compliance with
applicable environmental requirements, the extéouo liability, if any, for past failures to complith laws, regulations or permits applice
to our operations cannot be determined and could hanaterial adverse effect on our operationanfiral condition and liquidity.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
Commodity Risk Sensitivity

On March 11, 2013, we entered into a Third AmendnmerYarn Supply Agreement (the "Third Amendmenti}h Parkdale Mills, Inc. ar
Parkdale America, LLC (“Parkdale”The Third Amendment extended the original supplkeament with Parkdale (as previously amendec
"Supply Agreement") until December 31, 2015. Iniidd, certain waste factors and conversion prigsed to calculate the price of y
purchased pursuant to the Supply Agreement weren@ade with new waste factors and pricing effectiay 1, 2013. Under the Sup)
Agreement, we purchase from Parkdale all of ounyaguirements 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, yanrsuant to the Supply Agreement
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 cottorcps at March 30, 201,3was valued at $13.8 million, and is scheduleddigivery betwee
April 2013 and September 2013. At March 30, 204310% decline in the market price of the cottomered by our fixed price yarn would hi
had a negative impact of approximately $1.0 millam the value of the yarn. This compares to whatld/dave been a negative impac
$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 yanwuld have been less at March 30, 2013 , thanrat 30, 2012 due to reduced commitme
at March 30, 2013, compared to June 30, 2012 .

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 Condensed Consolidated Statement of Operations.

If Parkdales operations are disrupted and it is not able ¢wige us with our yarn requirements, we may needbt@in yarn from alternati
sources. Although alternative sources are presentijlable, we may not be able to enter into sterrz arrangements with substitute supp
on terms as favorable as our current terms witlkdée.In addition, the cotton futures we have fixed withrkdale may not be transferabl
alternative yarn supplier8ecause there can be no assurance that we wowltdl®eo pass along the higher cost of yarn to ostamners, th
could have a material adverse effect on our restiligperations.
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Interest Rate Sensitivity

Our U.S. revolving credit facility provides thatketloutstanding amounts owed shall bear interesaréhle rates. If the amount of outstanc
floating rate indebtedness at March 30, 20u8der the U.S. revolving credit facility had bemnstanding during the entire three months e
March 30, 2013 and the interest rate on this outstanding inatgss was increased by 100 basis points, our expemsld have increased
approximately $0.2 million, or 18.0% of actual irgst expense, during the quarter. This comparas tacrease of $0.7 million, or 17.9%,
the 2012 fiscal year based on the outstandingifigatite indebtedness at June 30, 20@2an average of $0.2 million per quarter. Thiad
amount as well as the percentage of actual intepgstnse is fairly consistent between the thirdrtguaf fiscal year 2013 and the quart
average of fiscal year 2012. The actual increasetérest expense resulting from a change in ista@es would depend on the magnituc
the increase in rates and the average principahbaloutstanding.

Derivatives

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 as described in Note K—D@ramand Fair Value Measurements.

Iltem 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, summathand 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 Marct28Q3, and, based on their evaluation, our Chief Exgeubfficer and Chief Financi
Officer have concluded that these controls andquoes were effective at the evaluation date.

Changes in Internal Control Over Financial Repartin

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

PART II. 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 March 30, 2013, there have been no matehiahges to the risk factors set forth in our Fo@¥Kifor 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 Bst-iPeltem 1, which are incorporated herein byerehce.

Iltem 6. Exhibits
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Exhibits

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

31.2 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 &aHmnes-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.

32.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted pursoabécttion 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.

DELTA APPAREL, INC.
(Registrant)

Date May 7, 2013 By: /s/ Deborah H. Merrill

Deborah H. Metrrill
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)

Date:

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.

May 7, 201: /s/ 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)

Date:

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.

May 7, 201:/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 March 30, 2013 , of the Compasyfjled with the Securities and
Exchange Commission on the date hereof (the “R8pfutly complies with the requirements of Sectid&(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: May 7, 201:
/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 March 30, 2013 , of the Compasyfjled with the Securities and
Exchange Commission on the date hereof (the “R8pfutly complies with the requirements of Sectid&(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: May 7, 201:
/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.



