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The information in this prospectus is not complete and may be changed. The selling shareholders may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these
securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.
 

SUBJECT TO COMPLETION, DATED FEBRUARY 9, 2007

PRELIMINARY PROSPECTUS

UNIFI, INC.
8,333,333 Shares
Common Stock

This prospectus relates to the resale of 8,333,333 shares of our common stock that may be offered for sale from time to time by the selling shareholders
named in this prospectus. The shares of common stock offered under this prospectus were issued to the selling shareholders in connection with our acquisition of
certain textured polyester and nylon yarn manufacturing assets of Dillon Yarn Corporation on January 1, 2007. We will not receive any of the proceeds from the
shares of common stock sold by the selling shareholders.

The shares of common stock offered under this prospectus may be sold at fixed prices, prevailing market prices at the times of sale, prices related to the
prevailing market prices, varying prices determined at the times of sale or negotiated prices. The shares of common stock offered by this prospectus and any
prospectus supplement may be offered by the selling shareholders directly to investors or to or through underwriters, dealers or other agents. If required, the
names of any such agents, underwriters, brokers or dealers involved in the sale of the shares in respect of which this prospectus is being delivered and the
applicable agent’s commission, broker’s or dealer’s purchase price or underwriters’ discount, if any, will be set forth in an accompanying supplement to this
prospectus.

We will bear all expenses of this offering of our common stock, other than selling expenses of the selling shareholders (including all underwriting discounts
and commissions, if any), fees and expenses of the selling shareholders’ counsel, any stock transfer taxes in connection with any underwritten offering and all
registration expenses to the extent required by applicable law.

Our common stock is traded on the New York Stock Exchange under the symbol “UFI.”

On February 8, 2007, the last reported sale price of our common stock was $2.89.
 

Investing in our common stock involves risks. See “ Risk Factors” beginning on page 4 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed
upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.
 

The date of this prospectus is                     , 2007.
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You should rely only on the information contained in or incorporated by reference in this prospectus. Neither the selling shareholders nor we have
authorized anyone to provide you with information that is different. The information in this prospectus or the information we previously filed with the
Securities and Exchange Commission, or the SEC, that we incorporate by reference in this prospectus may only be accurate as of its respective date.
 

WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement on Form S-3 with the SEC regarding the common stock offered by this prospectus. This prospectus, which forms part
of the registration statement, does not contain all of the information included in the registration statement and the exhibits to the registration statement, because
certain parts have been omitted in accordance with the rules and regulations of the SEC. For further information about us and our common stock offered by this
prospectus, you should refer to the registration statement and the exhibits filed as part of the registration statement and the documents incorporated by reference.

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any materials that we file with
the SEC at the SEC Public Reference Room located at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the Public Reference Room. Our SEC filings can also be read at the New York Stock Exchange, 20 Broad Street, New York, New York 10005.
The SEC maintains an Internet site that contains the reports, proxy and information statements and other information that we and other issuers file electronically
with the SEC. The SEC’s Internet web site address is http://www.sec.gov.

Our common stock is listed on the New York Stock Exchange under the symbol “UFI.”
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INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference” into this prospectus the information we file with the SEC. This means that we can disclose important
information to you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus. If we subsequently
file updating or superseding information in a document that is incorporated by reference into this prospectus, the subsequent information will also become part of
this prospectus and will supersede the earlier information.

We are incorporating by reference the following documents that we have filed with the SEC:
 

 
•  our Annual Report on Form 10-K for the year ended June 25, 2006, as filed with the SEC on September 8, 2006, including the information

incorporated by reference from our Proxy Statement filed with the SEC on September 26, 2006 in connection with the solicitation of proxies for the
Annual Meeting of Shareholders of Unifi, Inc. held on October 25, 2006;

 

 
•  our Quarterly Reports on Form 10-Q for the quarters ended September 24, 2006 and December 24, 2006, as filed with the SEC on November 3, 2006

and February 2, 2007, respectively;
 

 
•  our Current Reports on Form 8-K filed on July 31, 2006, October 26, 2006 (with respect to Items 1.01 and 8.01 only), October 31,

2006, December 8, 2006, January 4, 2007 and January 30, 2007; and
 

 
•  the description of our common stock contained in our registration statement on Form 8-A, filed with the SEC on October 29, 1973, including any

amendments or reports filed for the purpose of updating such description.

We are also incorporating by reference into the accompanying prospectus all of our future filings with the SEC under Sections 13(a), 13(c), 14 or 15(d) of
the Securities Exchange Act of 1934 until this offering has been completed.

You may request a copy of these filings at no cost, by writing or telephoning us at the following address:

Mr. Charles F. McCoy
General Counsel
Unifi, Inc.
P.O. Box 19109
Greensboro, NC 27419-9109
(336) 294-4410

Except as expressly provided above, no other information, including information on our web site, is incorporated by reference into this
prospectus.
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PROSPECTUS SUMMARY

This summary highlights certain information concerning our business. It does not contain all of the information that may be important to you and to
your investment decision. The following summary is qualified in its entirety by the more detailed information appearing elsewhere or incorporated by
reference in this prospectus. You should carefully read the entire prospectus and the information incorporated by reference in this prospectus, and should
consider, among other things, the matters set forth under “Risk Factors” before making an investment decision.

Unless otherwise specified or the context requires otherwise, reference in this prospectus to the “Company” or “Unifi” or “we,” “us,” or “our”
refers to Unifi, Inc. and its direct and indirect subsidiaries on a consolidated basis.

Our Company

We are a diversified North American producer and processor of multi-filament polyester and nylon yarns, including specialty yarns with enhanced
performance characteristics. We add value to the supply chain and enhance consumer demand for our products through the development and introduction of
branded yarns that provide unique performance, comfort and aesthetic advantages. We manufacture partially oriented, textured, dyed, twisted and beamed
polyester yarns as well as textured nylon and nylon covered spandex products. We sell our products to other yarn manufacturers, knitters and weavers that
produce fabrics for the apparel, hosiery, home furnishings, automotive, industrial and other end-use markets. We maintain one of the industry’s most
comprehensive product offerings and emphasize quality, style and performance in all of our products.

We work across the supply chain to develop and commercialize specialty yarns that provide performance, comfort, aesthetic and other advantages that
enhance demand for our products. We have branded the premium portion of our specialty value-added yarns, which we refer to as “premium value-added
yarns,” in order to distinguish our products in the marketplace. We currently have more than 20 premium value-added yarns in our portfolio, which we
commercialize under several brand names, including Sorbtek®, A.M.Y.®, Mynx® UV, Reflexx®, MicroVista®, aio® and Repreve®.

We use advanced production processes to manufacture our high-quality yarns cost-effectively. We believe that our flexibility and experience in
producing specialty yarns provides us with important development and commercialization advantages. We have state-of-the-art manufacturing operations in
North and South America and participate in joint ventures in China, Israel and the United States.

We are a corporation organized under the laws of the State of New York in 1969. Our principal offices are located at 7201 West Friendly Avenue,
Greensboro, NC 27410; telephone number: (336) 294-4410. Our web site address is www.unifi.com. Our web site and the information contained on our web
site are not a part of this prospectus.

Dillon Acquisition

Effective January 1, 2007, Unifi Manufacturing, Inc., one of our wholly owned subsidiaries, completed its acquisition of specified assets and assumed
specified liabilities from Dillon Yarn Corporation, a privately-held South Carolina corporation, related to or used in Dillon’s textured nylon and polyester
yarn businesses. The Dillon acquisition was completed under the Asset Purchase Agreement between Unifi Manufacturing and Dillon dated as of
October 25, 2006, subsequently amended on January 1, 2007. The aggregate consideration paid in connection with the Dillon acquisition was approximately
$62.6 million, consisting of a combination of approximately $42.0 million in cash, subject to post-closing adjustment, and 8,333,333 million shares of our
common stock, valued at approximately $20.5 million, which are the shares of common stock that are being offered under this prospectus.
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Under a Registration Rights Agreement between us and Dillon dated as of January 1, 2007, we are required to file a registration statement covering the
possible resale of the shares of our common stock issued to the selling shareholders and certain permitted transferees in connection with the Dillon
acquisition.

All of the shares of our common stock that may be offered under this prospectus were issued by us to the selling shareholders named in this prospectus
under the section entitled “Selling Shareholders” in connection with the Dillon acquisition. Our common stock will be offered on a continuous basis under
Rule 415 of the Securities Act of 1933, subject to the restrictions contained in the Registration Rights Agreement. A provision in the Registration Rights
Agreement prohibits the selling shareholders from transferring our common stock issued in connection with the Dillon acquisition prior to July 1, 2007,
except to certain permitted transferees. On and after July 1, 2007 and prior to July 1, 2008, one-third of the shares, or 2,777,778 shares, may be transferred.
On and after July 1, 2008 and prior to July 1, 2009, two-thirds of the shares, or 5,555,556 shares, may be transferred. All of the 8,333,333 shares may be
transferred after July 1, 2009.

We have agreed to keep this shelf registration statement effective until there are no longer any “Registrable Securities” subject to the Registration
Rights Agreement. Shares of our common stock cease to be Registrable Securities when:
 

 
•  a registration statement covering such stock has been declared effective under the Securities Act by the SEC and such stock has been disposed of

under that registration statement;
 

 
•  the entire amount of stock owned by the holder of such stock may be sold in a single sale without any limitation as to volume under Rule 144

under the Securities Act and the holder owns less than 1.0% of the outstanding shares of our common stock on a fully diluted basis; or
 

 •  the stock is transferred to a person not eligible for registration rights under the Registration Rights Agreement.

We and the selling shareholders have agreed to indemnify each other in certain circumstances against certain liabilities, including liabilities under the
Securities Act.

Risk Factors

Our business is subject to those risks discussed in the section entitled “Risk Factors” immediately following this Prospectus Summary. These risks
include, but are not limited to: the competitive nature of the textile industry and the impact of worldwide competition; changes in the trade regulatory
environment and governmental policies and legislation; the availability, sourcing and pricing of raw materials; general domestic and international economic
and industry conditions in markets where we compete, such as recession and other economic and political factors over which we have no control; our ability
to reduce production costs; changes in consumer spending, customer preferences, fashion trends and end-uses; changes in currency exchange rates, interest
and inflation rates; the financial condition of our customers; technological advancements and the continued availability of financial resources to fund capital
expenditures; the operating performance of joint ventures, alliances and other equity investments; our ability to integrate fully the newly-acquired Dillon
operations; the impact of environmental, health and safety regulations; and employee relations.

Any of the above risks could adversely affect our financial condition and results of operations. Investment in our common stock involves risks. You
should read and consider the information set forth in “Risk Factors” and all other information set forth in or incorporated by reference in this prospectus
before investing in our common stock.
 

 
2



Table of Contents

The Offering
 
Common stock that may be offered by the selling
shareholders

8,333,333 shares

 

Common stock to be outstanding after this offering 60,541,800 shares*
 

Use of Proceeds We will not receive any proceeds from the sale of our common stock by the selling shareholders.
See “Use of Proceeds.”

 

Plan of Distribution The selling shareholders may offer and sell our common stock covered by this prospectus from time
to time through the NYSE, the over-the-counter market, or otherwise, directly to purchasers, or
through underwriters, brokers, dealers or agents. See “Plan of Distribution.”

 

NYSE Symbol UFI

* The number of shares outstanding after this offering is based on the number of shares outstanding as of February 1, 2007.
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RISK FACTORS

You should carefully consider each of the following risks and all other information contained or incorporated by reference in this prospectus before making
an investment decision. The risks and uncertainties described below are not the only ones we face. If any of the following risks actually occur, our business,
financial condition and/or operating results could be materially adversely affected, which, in turn, could adversely affect our ability to pay dividends on our
common stock and could result in a decline in the trading price of our common stock and the loss of all or part of your investment.

Risks Related to Our Business

Our substantial level of indebtedness could adversely affect our financial condition.

We have substantial indebtedness. As of December 24, 2006, we had a total of $206.1 million of debt outstanding, including $190.0 million outstanding
under our 11 1/2% senior secured notes due 2014, and $1.3 million outstanding under our 6 1/2% senior unsecured notes due 2008. As of the same date, there were
no amounts outstanding under our senior secured asset-based revolving credit facility.

Our outstanding indebtedness could have important consequences to you, including the following:
 

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

 •  our ability to obtain additional financing for working capital, capital expenditures, acquisitions or general corporate purposes may be impaired;
 

 
•  we must use a substantial portion of our cash flow from operations to pay interest on our outstanding notes and, to the extent incurred, our other

indebtedness, which will reduce the funds available to us for operations and other purposes;
 

 •  our high level of indebtedness could place us at a competitive disadvantage compared to our competitors that may have proportionately less debt;
 

 •  our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate may be limited; and
 

 •  our high level of indebtedness makes us more vulnerable to economic downturns and adverse developments in our business.

Any of the foregoing could have a material adverse effect on our business, financial condition, results of operations and prospects.

Despite our current indebtedness levels, we may still be able to incur substantially more debt. This could exacerbate further the risks associated with
our substantial leverage.

We and our subsidiaries may be able to incur substantial additional indebtedness, including additional secured indebtedness, in the future. The terms of the
indentures governing our outstanding notes and our revolving credit facility restrict, but do not completely prohibit, us from doing so. Our revolving credit facility
permits up to $100.0 million of borrowings, which we can request be increased to $150.0 million under certain circumstances, with a borrowing base specified in
the credit facility as equal to specified percentages of eligible accounts receivable and inventory. In addition, the indenture governing our senior secured notes
allows us to incur additional debt, subject to limitations specified in that indenture. The indenture governing our senior unsecured notes does not contain any
restrictive covenants or limitations on indebtedness. In addition, the indentures governing our outstanding notes and our revolving credit facility do not prevent us
from incurring other liabilities that do not constitute indebtedness. If new debt or other liabilities are added to our current debt levels, the related risks that we now
face could intensify.
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We will require a significant amount of cash to service our indebtedness, and our ability to generate cash depends on many factors beyond our control.
As a result, after servicing our indebtedness, making capital expenditures and satisfying our other liquidity needs, our ability to pay dividends on our common
stock will be limited.

For fiscal year 2006, after giving effect to the refinancing transactions, interest expense, net, would have been approximately $17.9 million. Our principal
sources of liquidity are cash flow generated from operations and borrowings under our revolving credit facility. Our ability to make payments on and to refinance
our indebtedness, to fund planned capital expenditures, to satisfy our other liquidity needs and to pay dividends on our common stock will depend on our ability
to generate cash in the future. This, to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors that are
beyond our control.

Our business may not generate cash flow from operations, and future borrowings may not be available to us under our revolving credit facility in an
amount sufficient to enable us to pay our indebtedness and to fund our other liquidity needs. If we are not able to generate sufficient cash flow or borrow under
our revolving credit facility for these purposes, we may need to refinance or restructure all or a portion of our indebtedness on or before maturity, reduce or delay
capital investments, delay or eliminate dividend payments or seek to raise additional capital. We may not be able to implement one or more of these alternatives
on terms acceptable to us, or at all. The terms of our existing or future debt agreements may restrict us from adopting any of these alternatives. The failure to
generate sufficient cash flow or to achieve any of these alternatives could materially and adversely affect our liquidity position and the value of our common
stock. In addition, without such refinancing, we could be forced to sell assets to make up for any shortfall in our payment obligations under unfavorable
circumstances. The agreements governing our outstanding indebtedness limit our ability to sell assets and also restrict the use of proceeds from any such sale. We
may not be able to sell our assets quickly enough or for sufficient amounts to enable us to meet our debt service obligations.

To the extent there is limited cash left after servicing our indebtedness and satisfying our other liquidity needs, we will be limited in our ability to pay
dividends on our common stock.

Finally, the agreements governing our indebtedness restrict our ability to pay dividends on our common stock. See “—We do not expect to pay dividends
on our common stock in the foreseeable future, and, because we are a parent company, with no independent operations of our own and are subject to restrictions
on our ability to pay dividends under our debt agreements, we may be unable to pay dividends on our common stock.”

The indenture governing our senior secured notes and our revolving credit facility impose significant operating and financial restrictions, which may
prevent us from pursuing certain business opportunities and taking certain actions.

The indenture governing our senior secured notes and our revolving credit facility impose significant operating and financial restrictions on us. These
restrictions will limit or prohibit, among other things, our ability to:
 

 •  incur and guarantee indebtedness or issue preferred stock;
 

 •  repay subordinated indebtedness prior to its stated maturity;
 

 •  pay dividends or make other distributions on or redeem or repurchase our stock;
 

 •  issue capital stock;
 

 •  make certain investments or acquisitions;
 

 •  create liens;
 

 •  sell certain assets or merge with or into other companies;
 

 •  enter into certain transactions with shareholders and affiliates;
 

 •  make capital expenditures; and
 

 •  restrict dividends, distributions or other payments from our subsidiaries.
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In addition, our revolving credit facility also requires us to meet a minimum fixed charge ratio test if borrowing capacity is less than $25.0 million at any
time during any quarter and restricts our ability to make capital expenditures or prepay certain other debt. We may not be able to maintain this ratio. These
restrictions could limit our ability to plan for or react to market conditions or meet our capital needs. We may not be granted waivers or amendments to our
revolving credit facility if for any reason we are unable to meet its requirements, or we may not be able to refinance our debt on terms acceptable to us, or at all.

The breach of any of these covenants or restrictions could result in a default under the indenture governing our senior secured notes or under our revolving
credit facility. An event of default under the indenture governing our senior secured notes or under our revolving credit facility would permit some of our lenders
to declare all amounts borrowed from them to be due and payable.

We face intense competition from a number of domestic and foreign yarn producers and importers of textile and apparel products.

Our industry is highly competitive. We compete not only against domestic and foreign yarn producers, but also against importers of foreign sourced fabric
and apparel into the United States and other countries in which we do business. Our major regional competitors are Nan Ya Plastics Corp. of America, O’Mara,
Inc., Spectrum Yarns, Inc., KOSA and AKRA, S.A. de C.V. in the polyester yarn segment and Sapona Manufacturing Company, Inc., McMichael Mills, Inc. and
Worldtex, Inc. in the nylon yarn segment. The importation of garments and fabrics from lower wage-based countries and overcapacity throughout the world has
resulted in lower net sales, gross profits and net income for both our polyester and nylon segments. The primary competitive factors in the textile industry include
price, quality, product styling and differentiation, flexibility of production and finishing, delivery time and customer service. The needs of particular customers
and the characteristics of particular products determine the relative importance of these various factors. Because we, and the supply chain in which we operate, do
not typically operate on the basis of long-term contracts with textile and apparel customers, these competitive factors could cause our customers to rapidly shift to
other producers. A large number of our foreign competitors have significant competitive advantages over us, including lower labor costs, lower raw materials and
energy costs and favorable currency exchange rates against the U.S. dollar. If any of these advantages increase, our products could become less competitive, and
our sales and profits may decrease as a result. In addition, while traditionally these foreign competitors have focused on commodity production, they are now
increasingly focused on value-added products, where we continue to generate higher margins. Competitive pressures may also intensify as a result of the gradual
elimination of quotas and the potential elimination of duties. See “—Changes in the trade regulatory environment could weaken our competitive position
dramatically and have a material adverse effect on our business, net sales and profitability.” We, and the supply chain in which we operate, may therefore not be
able to continue to compete effectively with imported foreign-made textile and apparel products, which would materially adversely affect our business, financial
condition, results of operations or cash flows.

Changes in the trade regulatory environment could weaken our competitive position dramatically and have a material adverse effect on our business,
net sales and profitability.

A number of sectors of the textile industry in which we sell our products, particularly apparel and home furnishings, are subject to intense foreign
competition. Other sectors of the textile industry in which we sell our products may in the future become subject to more intense foreign competition. There are
currently a number of trade regulations, quotas and duties in place to protect the U.S. textile industry against competition from low-priced foreign producers, such
as China. Changes in such trade regulations, quotas and duties may make our products less attractive from a price standpoint than the goods of our competitors or
the finished apparel products of a competitor in the supply chain, which could have a material adverse effect on our business, net sales and profitability. In
addition, increased foreign capacity and imports that compete directly with our products could have a similar effect. Furthermore, one of our key business
strategies is to expand our business within countries that are parties to free-trade agreements with the United States. Any relaxation of duties or other trade
protections
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with respect to countries that are not parties to those free-trade agreements could therefore decrease the importance of the trade agreements and have a material
adverse effect on our business, net sales and profitability. See “Item 1: Business—Trade Regulation” in our annual report on Form 10-K for the fiscal year ended
June 25, 2006 for more information.

The significant price volatility of many of our raw materials and rising energy costs may result in increased production costs, which we may not be able
to pass on to our customers, which could have a material adverse effect on our business, financial condition, results of operations or cash flows.

A significant portion of our raw materials are petroleum-based chemicals and a significant portion of our costs are energy costs. The prices for petroleum
and petroleum-related products and energy costs are volatile and have recently increased significantly. While we frequently enter into raw material supply
agreements, as is the general practice in our industry, these agreements typically provide for formula-based pricing. Therefore, our supply agreements provide
only limited protection against price volatility. As a result, our production costs have increased significantly in recent times. While we have in the past matched
cost increases with corresponding product price increases, we may not always be able to immediately raise product prices, and, ultimately, pass on underlying cost
increases to our customers. We have in the past lost, and we expect that we will continue to lose, customers to our competitors as a result of these price increases.
In addition, our competitors may be able to obtain raw materials at a lower cost than we are due to market regulations. Additional raw material and energy cost
increases that we are not able to fully pass on to customers or the loss of a large number of customers to competitors as a result of price increases could have a
material adverse effect on our business, financial condition, results of operations or cash flows.

We depend upon limited sources for raw materials, and interruptions in supply could increase our costs of production and cause our operations to
suffer.

We depend on a limited number of third parties for certain of our raw material supplies, such as polyester polymer beads, or chip, terephthalic acid, or TPA,
and monoethylene glycol, or MEG. Although alternative sources of raw materials exist, we may not continue to be able to obtain adequate supplies of such
materials on acceptable terms, or at all, from other sources when our existing supply agreements expire. In addition, we have in the past and may in the future
experience interruptions or limitations in the supply of our raw materials, which would increase our product costs and could have a material adverse effect on our
business, financial condition, results of operations or cash flows. For example, in the Louisiana area in 2005, Hurricane Katrina created shortages in the supply of
paraxlyene, a feedstock used in polymer production, because refineries diverted production to mixed xylene to increase the supply of gasoline. As a result,
supplies of paraxlyene were reduced, and prices increased. Additionally, five of the six refineries in Texas that produce MEG shut down, including the supplier to
our Kinston operation due to Hurricane Rita. The supply of MEG was reduced, and prices increased as well. These disruptions had an adverse effect on our net
sales and product costs. Any future disruption or curtailment in the supply of any of our raw materials could cause us to reduce or cease our production in general
or require us to increase our pricing, which could have a material adverse effect on our business, financial condition, results of operations or cash flows. See “—
The significant price volatility of many of our raw materials and rising energy costs may result in increased production costs, which we may not be able to pass on
to our customers, which could have a material adverse effect on our business, financial condition, results of operations or cash flows.”

A decline in general economic or political conditions and changes in consumer spending could cause our sales and profits to decline.

Our products are used in the production of fabrics primarily for the apparel, hosiery, home furnishing, automotive, industrial and other similar end-use
markets. Demand for furniture and durable goods, such as automobiles, is often affected significantly by economic conditions. Demand for a number of
categories of apparel also tends to be tied to economic cycles. Domestic demand for textile products therefore tends to vary with the business cycles of the U.S.
economy as well as changes in global economic and political conditions.
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Future armed conflicts, terrorist activities or natural disasters in the United States or abroad and any consequent actions on the part of the U.S. government and
others may cause general economic conditions in the United States to deteriorate or otherwise reduce U.S. consumer spending. A decline in general economic
conditions or consumer confidence may also lead to significant changes to inventory levels and, in turn, replenishment orders placed with suppliers. These
changing demands ultimately work their way through the supply chain and could adversely affect demand for our products and have a material adverse effect on
our business, net sales and profitability.

Failure to successfully reduce our production costs may adversely affect our financial results.

A significant portion of our strategy relies upon our ability to successfully rationalize and improve the efficiency of our operations. In particular, our
strategy relies on our ability to reduce our production costs in order to remain competitive. Over the past three years, we have consolidated multiple unprofitable
businesses and production lines in an effort to match operating rates to the market; reduced overhead and supply costs; focused on optimizing the product mix
amongst our reorganized assets; and made significant capital expenditures to more completely automate our production facilities, lessen the dependence on labor
and decrease waste. If we are not able to continue to successfully implement cost reduction measures, or if these efforts do not generate the level of cost savings
that we expect going forward or result in higher than expected costs, there could be a material adverse effect on our business, financial condition, results of
operations or cash flows.

Changes in customer preferences, fashion trends and end-uses could have a material adverse effect on our business, net sales and profitability and
cause inventory build-up if we are not able to adapt to such changes.

The demand for many of our products depends upon timely identification of consumer preferences for fabric designs, colors and styles. In the apparel
sector, a failure by us or our customers to identify fashion trends in time to introduce products and fabrics consistent with those trends could reduce our sales and
the acceptance of our products by our customers and decrease our profitability as a result of costs associated with failed product introductions and reduced sales.
Our nylon segment has been adversely affected by changing customer preferences that have reduced demand for sheer hosiery products. In all sectors, changes in
customer preferences or specifications may cause shifts away from products we provide, which can also have an adverse effect on our business, net sales and
profitability.

We have significant foreign operations, and our results of operations may be adversely affected by currency fluctuations.

We have a significant operation in Brazil, operations in Colombia and joint ventures in China and Israel. We serve customers in Canada, Mexico, Israel and
various countries in Europe, Central America, South America and South Africa. Foreign operations are subject to certain political, economic and other
uncertainties not encountered by our domestic operations that can materially affect our sales, profits, cash flows and financial position. The risks of international
operations include trade barriers, duties, exchange controls, national and regional labor strikes, social and political risks, general economic risks, required
compliance with a variety of foreign laws, including tax laws, the difficulty of enforcing agreements and collecting receivables through foreign legal systems,
taxes on distributions or deemed distributions to us or any of our U.S. subsidiaries, maintenance of minimum capital requirements and import and export controls.
Through our foreign operations, we are also exposed to currency fluctuations and exchange rate risks. Because a significant amount of our costs incurred to
generate the revenues of our foreign operations are denominated in local currencies, while the majority of our sales are in U.S. dollars, we have in the past been
adversely impacted by the appreciation of the local currencies relative to the U.S. dollar, and currency exchange rate fluctuations could have a material adverse
effect on our business, financial condition, results of operations or cash flows. We have translated our revenues and expenses denominated in local currencies into
U.S. dollars at the average exchange rate during the relevant period and our assets and liabilities denominated in local currencies into U.S. dollars at the exchange
rate at the
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end of the relevant period. Fluctuations in the foreign exchange rates will affect period-to-period comparisons of our reported results. Additionally, we operate in
countries with foreign exchange controls. These controls may limit our ability to repatriate funds from our international operations and joint ventures or otherwise
convert local currencies into U.S. dollars. These limitations could adversely affect our ability to access cash from these operations.

We may be exposed to liabilities under the Foreign Corrupt Practices Act, and any determination that we violated the Foreign Corrupt Practices Act
could have a material adverse effect on our business.

To the extent that we operate outside the United States, we are subject to the Foreign Corrupt Practices Act, or FCPA, which generally prohibits U.S.
companies and their intermediaries from bribing foreign officials for the purpose of obtaining or keeping business or otherwise obtaining favorable treatment. In
particular, we may be held liable for actions taken by our strategic or local partners even though such partners are foreign companies that are not subject to the
FCPA. Any determination that we have violated the FCPA could result in sanctions that could have a material adverse effect on our business.

Our business could be negatively impacted by the financial condition of our customers.

The U.S. textile and apparel industry faces many challenges. Overcapacity, volatility in raw material pricing and intense pricing pressures have led to the
closure of many domestic textile and apparel plants. Continued negative industry trends may result in the deteriorating financial condition of our customers.
Certain of our customers are experiencing financial difficulties. Although our business is not dependent on any particular customer, the loss of any significant
portion of our sales to any of these customers could have a material adverse impact on our business, results of operations, financial condition or cash flows. In
addition, any receivable balances related to our customers would be at risk in the event of their bankruptcy.

As one of the many participants in the U.S. and regional textile and apparel supply chain, our business and competitive position are directly impacted by
the business and financial condition of the other participants across the supply chain in which we operate, including other regional yarn manufacturers, knitters
and weavers. If other supply chain participants are unable to access capital, fund their operations and make required technological and other investments in their
businesses or experience diminished demand for their products, there could be a material adverse impact on our business, financial condition, results of operations
or cash flows.

Failure to implement future technological advances in the textile industry or fund capital expenditure requirements could have a material adverse
effect on our competitive position and net sales.

Our operating results depend to a significant extent on our ability to continue to introduce innovative products and applications and to continue to develop
our production processes to be a competitive producer. Accordingly, to maintain our competitive position and our revenue base, we must continually modernize
our manufacturing processes, plants and equipment. To this end, we have made significant investments in our manufacturing infrastructure over the past fifteen
years and do not currently anticipate any significant additional capital expenditures to replace or expand our production facilities over the next five years.
Accordingly, we expect our capital requirements in the near term will be used primarily to maintain our manufacturing operations, but we may nevertheless
require significant capital expenditures for expansion purposes. Future technological advances in the textile industry may result in the availability of new products
or increase the efficiency of existing manufacturing and distribution systems, and we may not be able to adapt to such technological changes or offer such
products on a timely basis or establish or maintain competitive positions. Existing, proposed or yet undeveloped technologies may render our technology less
profitable or less viable, and we may not have available the financial and other resources to compete effectively against companies possessing such technologies.
To the extent sources of funds are insufficient to meet our ongoing capital improvement requirements, we would need to seek alternative sources of financing or
curtail or delay capital spending plans. We may not be able to obtain the necessary financing when needed or on terms acceptable to us. We are unable
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to predict which of the many possible future products and services will meet the evolving industry standards and consumer demands. If we fail to make the capital
improvements necessary to continue the modernization of our manufacturing operations and reduction of our costs, our competitive position may suffer, and our
net sales may decline.

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

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

We have made and may continue to make investments in entities that we do not control.

We have established joint ventures and made minority interest investments designed to increase our vertical integration and increase efficiencies in our
procurement, manufacturing processes, marketing and distribution in the United States and other markets. Our principal joint ventures and minority investments
include U.N.F. Industries, Ltd., Unifi-SANS Technical Fibers, LLC, Parkdale America, LLC, and Yihua Unifi Fibre Industry Company Limited. See “Item 7:
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Joint Ventures and Other Equity Investments” in our annual report on
Form 10-K for the fiscal year ended June 25, 2006 for more information. We do not control these entities. Our inability to control entities in which we invest may
affect our ability to receive distributions from those entities or to fully implement our business plan. The incurrence of debt or entry into other agreements by an
entity not under our control may result in restrictions or prohibitions on that entity’s ability to pay dividends or make other distributions to us. Even where these
entities are not restricted by contract or by law from making distributions to us, we may not be able to influence the occurrence or timing of such distributions. In
addition, if any of the other investors in these entities fails to observe its commitments, that entity may not be able to operate according to its business plan or we
may be required to increase our level of commitment. If any of these events were to occur, our business, results of operations, financial condition or cash flows
could be adversely affected. Because we do not own a majority or maintain voting control of these entities, we do not have the ability to control their policies,
management or affairs. The interests of persons who control these entities or partners may differ from ours, and they may cause such entities to take actions which
are not in our best interest. If we are unable to maintain our relationships with our partners in these entities, we could lose our ability to operate in these areas
which could have a material adverse effect on our business, financial condition, results of operations or cash flows.

Our acquisition strategy may not be successful, which could adversely affect our business.

We have expanded our business partly through acquisitions and anticipate that we will continue to make selective acquisitions. Our acquisition strategy is
dependent upon the availability of suitable acquisition candidates, obtaining financing on acceptable terms, and our ability to comply with the restrictions
contained in the indenture governing our outstanding notes or under our revolving credit facility. Acquisitions may divert a significant amount of management’s
time away from the operation of our business. Future acquisitions may also have an adverse effect on our operating results, particularly in the fiscal quarters
immediately following their completion while we integrate the operations of the acquired business. Growth by acquisition involves risks that could have a
material adverse effect on our business and financial results, including difficulties in integrating the operations and personnel of acquired companies and the
potential loss of key employees and customers of
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acquired companies. Once integrated, acquired operations may not achieve the levels of revenues, profitability or productivity comparable with those achieved by
our existing operations, or otherwise perform as expected. While we have experience in identifying and integrating acquisitions, we may not be able to identify
suitable acquisition candidates, obtain the capital necessary to pursue our acquisition strategy or complete acquisitions on satisfactory terms or at all. Even if we
successfully complete an acquisition, we may not be able to integrate it into our business satisfactorily or at all.

We may not be able to realize in full all of the benefits that we anticipate from the Dillon acquisition.

The value of our common stock could be affected by our inability to achieve the benefits expected from the Dillon acquisition. Achieving these benefits
will depend in part upon meeting the challenges inherent in the successful combination of two businesses, including the possible inability to integrate the
operations of Dillon into our operations. We may not be able to meet these challenges, which could have a material adverse effect on our operations following the
Dillon acquisition.

Increases of illegal transshipment of textile and apparel goods into the United States could have a material adverse effect on our business.

There has been a significant increase recently in illegal transshipments of apparel products into the United States. Illegal transshipment involves
circumventing quotas by falsely claiming that textiles and apparel are a product of a particular country of origin or include yarn of a particular country of origin to
avoid paying higher duties or to receive benefits from regional free-trade agreements, such as the North American Free Trade Agreement or the U.S.-Dominican
Republic-Central America Free Trade Agreement. If illegal transshipment is not monitored and enforcement is not effective, these shipments could have a
material adverse effect on our business.

We are subject to many environmental and safety regulations that may result in significant unanticipated costs or liabilities or cause interruptions in
our operations.

We are subject to extensive federal, state, local and foreign laws, regulations, rules and ordinances relating to pollution, the protection of the environment
and the use or cleanup of hazardous substances and wastes. We may incur substantial costs, including fines, damages and criminal or civil sanctions, or
experience interruptions in our operations for actual or alleged violations of or compliance requirements arising under environmental laws, any of which could
have a material adverse effect on our business, financial condition, results of operations or cash flows. Our operations could result in violations of environmental
laws, including spills or other releases of hazardous substances to the environment. In the event of a catastrophic incident, we could incur material costs.

In addition, we could incur significant expenditures in order to comply with existing or future environmental or safety laws. For example, the land
associated with our Kinston facility is leased under a 99 year ground lease with E.I. DuPont De Nemours and Company. Since 1993, DuPont has been
investigating and cleaning up the Kinston site under the supervision of the U.S. Environmental Protection Agency and the North Carolina Department of
Environment and Natural Resources under the Resource Conservation and Recovery Act Corrective Action Program. The Corrective Action Program requires
DuPont to identify all potential areas of environmental concern, known as solid waste management units or areas of concern, assess the extent of contamination at
the identified areas and clean them up to applicable regulatory standards. Under the terms of the ground lease, upon completion by DuPont of required remedial
action, ownership of the Kinston site will pass to us. Thereafter, we will have responsibility for future remediation requirements, if any, at the solid waste
management units and areas of concern previously addressed by DuPont and at any other areas at the plant. At this time we have no basis to determine if and
when we will have any responsibility or obligation with respect to contaminated solid waste management units and areas of concern or the extent of any potential
liability for the same. Accordingly, the possibility that we could face material clean-up costs in the future relating to the Kinston facility cannot be eliminated.
Capital expenditures and, to a lesser extent, costs and operating expenses relating to environmental or safety matters will be subject to evolving regulatory
requirements and will depend on the
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timing of the promulgation and enforcement of specific standards which impose requirements on our operations. Therefore, capital expenditures beyond those
currently anticipated may be required under existing or future environmental or safety laws. See “Item 7: Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—Liquidity Assessment—Other Factors Affecting Liquidity—Environmental Liabilities”
in our annual report on Form 10-K for the fiscal year ended June 25, 2006 for more information.

Furthermore, we may be liable for the costs of investigating and cleaning up environmental contamination on or from our properties or at off-site locations
where we disposed of or arranged for the disposal or treatment of hazardous materials or from disposal activities that pre-dated the purchase of our businesses. If
significant previously unknown contamination is discovered, existing laws or their enforcement change or our indemnities do not cover the costs of investigation
and remediation, then such expenditures could have a material adverse effect on our business, financial condition, results of operations or cash flows.

Health and safety regulation costs could increase.

Our operations are also subject to regulation of health and safety matters by the United States Occupational Safety and Health Administration and
comparable statutes in foreign jurisdictions where we operate. We believe that we employ appropriate precautions to protect our employees and others from
workplace injuries and harmful exposure to materials handled and managed at our facilities. However, claims that may be asserted against us for work-related
illnesses or injury, and changes in occupational health and safety laws and regulations in the United States or in foreign jurisdictions in which we operate could
increase our operating costs. We are unable to predict the ultimate cost of compliance with these health and safety laws and regulations. Accordingly, we may
become involved in future litigation or other proceedings or be found to be responsible or liable in any litigation or proceedings, and such costs may be material
to us.

Our business may be adversely affected by adverse employee relations.

As of December 24, 2006, we employed approximately 3,030 employees, approximately 2,600 of which are domestic employees and approximately 430 of
which are foreign employees. While employees of our foreign operations are generally unionized, none of our domestic employees are currently covered by
collective bargaining agreements. The failure to renew our collective bargaining agreements with employees of our foreign operations and other labor relations
issues, including union organizing activities, could result in an increase in costs or lead to a strike, work stoppage or slow down. Such labor issues and unrest by
our employees could have a material adverse effect on our business.

We depend on the continued services of key managers and employees.

Our ability to maintain our competitive position is dependent to a large degree on the services of our senior management team, including our Chief
Executive Officer, Mr. Parke, and our Chief Operating Officer and Chief Financial Officer, Mr. Lowe. We currently do not have any employment agreements with
our senior management team other than Mr. Parke and Mr. Lowe and cannot assure you that any of these individuals will remain with us. We currently do not
have a life insurance policy on any of the members of the senior management team. The death or loss of the services of any of our senior managers or the inability
to attract and retain additional senior management personnel could have a material adverse effect on our business.

Our future financial results could be adversely impacted by asset impairments or other charges.

Under Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” we are required to
assess the impairment of our long-lived assets, such as plant and equipment, whenever events or changes in circumstances indicate that the carrying value may
not be recoverable as measured by the sum of the expected future undiscounted cash flows. When we determine that the carrying value of certain long-lived
assets may not be recoverable based upon the existence of one or more impairment
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indicators, we then measure any impairment based on a projected discounted cash flow method using a discount rate determined by management to be
commensurate with the risk inherent in our current business model. In accordance with SFAS No. 144, any such impairment charges will be recorded as operating
losses. See “Item 7: Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies—Impairment of
Long-Lived Assets” in our annual report on Form 10-K for the fiscal year ended June 25, 2006 for more information.

In addition, we evaluate the net values assigned to various equity investments we hold, such as our investment in U.N.F. Industries, Ltd., Unifi-SANS
Technical Fibers, LLC, Parkdale America, LLC, and Yihua Unifi Fibre Industry Company Limited in accordance with the provisions of Accounting Principles
Board Opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock.” APB No. 18 requires that a loss in value of an investment, which
is other than a temporary decline, should be recognized as an impairment loss. Any such impairment losses will be recorded as operating losses. See “Item 7:
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Joint Ventures and Other Equity Investments” in our annual report on
Form 10-K for the fiscal year ended June 25, 2006 for more information.

Any operating losses resulting from impairment charges under SFAS No. 144 or APB No. 18 could have an adverse effect on our net income and therefore
the market price of our securities, including our common stock.

Our business could be adversely affected if we fail to protect our intellectual property rights.

Our success depends in part on our ability to protect our intellectual property rights. We rely on a combination of patent, trademark, and trade secret laws,
licenses, confidentiality and other agreements to protect our intellectual property rights. However, this protection may not be fully adequate: our intellectual
property rights may be challenged or invalidated, an infringement suit by us against a third party may not be successful and/or third parties could design around
our technology or adopt trademarks similar to our own. In addition, the laws of some foreign countries in which our products are manufactured and sold do not
protect intellectual property rights to the same extent as the laws of the United States. Although we routinely enter into confidentiality agreements with our
employees, independent contractors and current and potential strategic and joint venture partners, among others, such agreements may be breached, and we could
be harmed by unauthorized use or disclosure of our confidential information. Further, we license trademarks from third parties, and these agreements may
terminate or become subject to litigation. Our failure to protect our intellectual property could materially and adversely affect our competitive position, reduce
revenue or otherwise harm our business.

Further, we may be accused of infringing or violating the intellectual property rights of third parties. Any such claims, whether or not meritorious, could
result in costly litigation and divert the efforts of our personnel. Should we be found liable for infringement, we may be required to enter into licensing
arrangements (if available on acceptable terms or at all) or pay damages and cease selling certain products or using certain product names or technology. Our
failure to prevail in any intellectual property litigation could materially adversely affect our competitive position, reduce revenue or otherwise harm our business.

Risks Relating to Our Common Stock

We do not expect to pay dividends on our common stock in the foreseeable future, and, because we are a parent company, with no independent
operations of our own and are subject to restrictions on our ability to pay dividends under our debt agreements, we may be unable to pay dividends on our
common stock.

We do not expect to pay cash dividends on our common stock in the foreseeable future. Our board of directors will determine whether to pay dividends in
the future based on conditions then existing, including our earnings, financial condition and capital requirements, as well as economic and other conditions our
board of directors may deem relevant. Furthermore, because we are a parent company with no independent operations of
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our own, we are dependent upon the operations of our subsidiaries for cash, and the indenture governing our outstanding senior secured notes and our revolving
credit facility impose restrictions on our subsidiaries’ ability to distribute cash to us. See “—The indenture governing our senior secured notes and our revolving
credit facility impose significant operating and financial restrictions, which may prevent us from pursuing certain business opportunities and taking certain
actions.” In addition, our ability to generate cash is subject to a number of risks beyond our control, and we will be required to devote a large portion of our cash
flows to servicing our debt, making capital expenditures and other liquidity needs, so the amount of funds available for dividends on our common stock will
likely be limited. See “—We will require a significant amount of cash to service our indebtedness, and our ability to generate cash depends on many factors
beyond our control. As a result, after servicing our indebtedness, making capital expenditures and satisfying our other liquidity needs, our ability to pay dividends
on our common stock will be limited.” Accordingly, we may not be able to pay dividends even if our board of directors would otherwise deem it appropriate. For
these reasons, you will not be able to rely on dividends to receive a return on your investment.

Provisions of New York law and in our debt agreements may discourage a takeover attempt even if doing so may be beneficial to our shareholders.

Certain anti-takover provisions of New York law could delay or hinder a change of control of our company. While such provisions generally facilitate our
board of directors’ ability to maximize shareholder value, they may discourage takeovers that could be in your best interests. In addition, the agreements
governing our indebtedness contain provisions that may require us to repay our indebtedness upon the occurrence of a change of control. Such provisions also
may tend to discourage takeovers that could be in your best interests. Any of the provisions described above could adversely affect the market value of our
common stock.

Our stock price may be volatile and you may lose all or part of your investment.

The market price of our common stock could fluctuate significantly as a result of a variety of factors, many of which are beyond our control. These factors
include:
 

 •  significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving us or our competitors;
 

 •  our operating performance and the performance of our competitors and other similar companies;
 

 •  the public’s reaction to our press releases, our other public announcements and our filings with the SEC;
 

 •  changes in general economic conditions;
 

 
•  changes in earnings estimates or recommendations by research analysts who track our common stock or the stocks of other companies in our

industry;
 

 •  the number of shares publicly traded after this offering;
 

 •  actions of our current shareholders, including sales of common stock by our directors and executive officers; and
 

 •  other developments affecting us, our industry and our competitors.

In addition, in recent years the stock market has experienced significant price and volume fluctuations. These fluctuations are often unrelated to the
operating performance of particular companies. These broad market fluctuations may cause declines in the market price of our common stock. The price of our
common stock could fluctuate based upon factors that have little or nothing to do with us or our performance, and these fluctuations could materially reduce our
stock price.
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FORWARD-LOOKING STATEMENTS

This prospectus includes “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking
statements are those that do not relate solely to historical fact. They include, but are not limited to, any statement that may predict, forecast, indicate or imply
future results, performance, achievements or events. They may contain words such as “believe,” “anticipate,” “expect,” “estimate,” “intend,” “project,” “plan,”
“will,” or words or phrases of similar meaning. They may relate to, among other things, the risks described under the caption “Risk Factors” and:
 

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

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

 •  the availability, sourcing and pricing of raw materials;
 

 
•  general domestic and international economic and industry conditions in markets where we compete, such as recession and other economic and

political factors over which we have no control;
 

 •  our ability to reduce production costs;
 

 •  changes in consumer spending, customer preferences, fashion trends and end-uses;
 

 •  changes in currency exchange rates, interest and inflation rates;
 

 •  the financial condition of our customers;
 

 •  technological advancements and the continued availability of financial resources to fund capital expenditures;
 

 •  the operating performance of joint ventures, alliances and other equity investments;
 

 •  our ability to integrate fully the newly-acquired Dillon operations;
 

 •  the impact of environmental, health and safety regulations; and
 

 •  employee relations.

These forward-looking statements reflect our current views with respect to future events and are based on assumptions and subject to risks and
uncertainties that may cause actual results to differ materially from trends, plans or expectations set forth in the forward-looking statements and may adversely
affect the value of our common stock and your ability to receive a return on your investment. These risks and uncertainties may include those discussed above or
in “Risk Factors.” New risks can emerge from time to time. It is not possible for us to predict all of these risks, nor can we assess the extent to which any factor,
or combination of factors, may cause actual results to differ from those contained in forward-looking statements. Given these risks and uncertainties, we urge you
to read this prospectus completely with the understanding that actual future results may be materially different from what we plan or expect. We will not update
these forward-looking statements, even if our situation changes in the future, except as required by federal securities laws.
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USE OF PROCEEDS

We will not receive any proceeds from the sale of our common stock by the selling shareholders. All proceeds from the sale of shares in this offering will
be for the accounts of the selling shareholders.

SELLING SHAREHOLDERS

The shares of our common stock to which this prospectus relates are being registered for re-offers and resales by the selling shareholders named below. We
have registered the shares to permit the selling shareholders and certain of their transferees after the date of this prospectus to resell all or a portion of their shares
from time to time, subject to the transfer restrictions contained in the Registration Rights Agreement. We refer to all of these possible sellers as the “selling
shareholders” in this prospectus. A provision in the Registration Rights Agreement prohibits the selling shareholders from transferring our common stock issued
in connection with the Dillon acquisition prior to July 1, 2007, except to certain permitted transferees. On and after July 1, 2007 and prior to July 1, 2008, one-
third of the shares, or 2,777,778 shares, may be transferred. On and after July 1, 2008 and prior to July 1, 2009, two-thirds of the shares, or 5,555,556 shares, may
be transferred. All of the 8,333,333 shares may be transferred after July 1, 2009.

The table below is prepared based on information supplied to us by the selling shareholders. The number of shares in the column under “Number of Shares
Being Offered” represents all of the shares that a selling shareholder may offer under this prospectus. The column “Shares of Common Stock Beneficially Owned
After the Offering” assumes that the selling shareholder will have sold all of the shares under this prospectus. Nevertheless, because the selling shareholders may
offer, from time to time, all, some or none of their shares under this prospectus or in another permitted manner, no assurance can be given as to the actual number
of shares that will be sold by the selling shareholders or that will be held by the selling shareholders after completion of the sales. In addition, we do not know
how long the selling shareholders will hold their shares before selling them, other than as limited by the transfer restrictions in the Registration Rights Agreement.
Please carefully read the footnotes located below the selling shareholders table in conjunction with the information presented in the table.

The following table sets forth information regarding the selling shareholders and the shares each selling shareholder may offer and sell from time to time
under this prospectus, as of February 1, 2007. The percentage of shares beneficially owned prior to the offering is based on 60,541,800 shares of our common
stock outstanding as of February 1, 2007.
 

    

Shares of Common Stock
Beneficially Owned

Prior to Offering   Number of Shares
Being Offered

  

Shares of Common Stock
Beneficially Owned

After Offering
Securityholder       Number          Percent            Number          Percent    
Dillon Yarn Corporation(1)   8,333,333  13.76% 8,333,333  —  —

(1) Dillon has the sole power to vote and dispose (or direct the voting or disposition) of the shares of our common stock indicated as owned by it.

Certain Relationships with Selling Shareholders

Asset Purchase Agreement

Dillon is a party to the Asset Purchase Agreement with Unifi Manufacturing, under which Unifi Manufacturing acquired specified assets and assumed
specified liabilities from Dillon related to or used in Dillon’s textured polyester and nylon yarn business. Under the Asset Purchase Agreement, Dillon, its
affiliates and Stephen Wener, Floyd Lee Johnson and William F. Cohen, the three of whom we collectively refer to as the “Principals,” agreed not to directly or
indirectly engage in (or acquire any interest in a person that is engaged in) the manufacture, production, marketing, distribution or sale of textured polyester and
nylon yarn in the United
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States, Canada, Mexico, Central America, South America, Bermuda and the Caribbean Islands from January 1, 2007 through the fifth anniversary of the date of
the expiration of the Sales and Services Agreement, which is described below, subject to certain limited exceptions. Dillon and the Principals further agreed not to
directly or indirectly solicit or induce (or in any manner attempt to solicit or induce) any employees of Dillon engaged in the research, development, manufacture,
production, marketing, distribution and sale of textured polyester and nylon yarn at Dillon’s former manufacturing facility in South Carolina or employees of
Unifi Manufacturing to terminate his or her employment and to become employees of Dillon or the Principals from January 1, 2007 through the second
anniversary of the date of the expiration of the Sales and Services Agreement.

Dillon and Unifi Manufacturing have also agreed to indemnify each other, their affiliates and each of their respective officers, directors, employees and
agents from and against any losses arising out of breaches of representations and warranties and failure to comply with covenants or agreements contained in the
Asset Purchase Agreement. Neither Dillon nor Unifi Manufacturing will be liable for indemnification for breaches of representations and warranties unless the
aggregate amount of all losses incurred or suffered by the party seeking indemnification exceeds $250,000. The aggregate liability of either of the parties for
indemnification for breaches of representations and warranties cannot exceed $35,000,000. Unifi Manufacturing has further agreed to indemnify Dillon, its
affiliates and their respective officers, directors, employees and agents from and against any losses arising out of the assumed liabilities, and Dillon has agreed to
indemnify Unifi Manufacturing, its affiliates and their respective officers, directors, employees and agents from and against any losses arising out of the excluded
assets and excluded liabilities. Claims for indemnification may not be brought by either party after July 1, 2008, except for claims against Dillon for breaches of
representations and warranties related to taxes, employee benefit plans or ERISA, which may be brought up until 90 days after the expiration of the applicable
statute of limitations.

Sales and Services Agreement

Dillon and Unifi Manufacturing entered into a Sales and Services Agreement dated January 1, 2007 under which Dillon agreed to provide Unifi
Manufacturing with certain transitional services relating to Dillon’s textured polyester and nylon yarn business, including services related to planning and
procurement, supply and product inventory management, shipping and invoicing processes, accounting, customer service and services of certain Dillon
employees who will become employees of Unifi Manufacturing under the Asset Purchase Agreement. In general, Dillon has agreed to provide these transitional
services for periods ranging from three months to six months, as the case may be (with such extension or early termination as mutually agreed by the parties)
beginning on January 1, 2007. Dillon has also agreed to provide certain sales services, including sales staff and executive staff, for a period of two years
beginning on January 1, 2007, subject to Unifi Manufacturing’s right to extend the Sales and Services Agreement for up to two consecutive additional one year
periods upon 90 days notice prior to the expiration of the initial term or one year extension, as applicable, and to terminate the Sales and Services Agreement
under certain limited circumstances. Dillon agreed that during the term of the agreement, the sales staff and executive staff would not directly or indirectly engage
in (or acquire any interest in a person that is engaged in) the manufacture, production, marketing, distribution or sale of textured polyester and nylon yarn in the
United States, Canada, Mexico, Central America, South America, Bermuda and the Caribbean Islands.

As consideration for the transitional services and the sales services, Unifi Manufacturing has agreed to pay Dillon $3,000,000 per year, in quarterly
installments of $750,000, subject to reduction if any sales staff or executive staff member ceases to be employed by Dillon (and in the case of a member of the
sales staff, is not replaced by a person acceptable to Unifi Manufacturing) in an amount mutually agreed by the parties that represents the amount attributable to
such sales staff or executive staff member’s compensation.

Unifi Manufacturing agreed to indemnify Dillon and its officers, directors, employees and agents from losses in connection with the sales services or
transitional services, except as may result from Dillon’s willful misconduct or gross negligence.
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Manufacturing Agreement

Dillon and Unifi Manufacturing entered into a Manufacturing Agreement dated January 1, 2007, under which Unifi Manufacturing will use specified
equipment and raw materials of Dillon to manufacture specified products (excluding textured polyester and nylon products), which we refer to as the Contract
Products, and then sell the Contract Products to Dillon at the price per pound for the Contract Product, determined consistent with past practice, plus $0.01 per
pound. The term of the Manufacturing Agreement is three years, beginning on January 1, 2007, and the agreement will be automatically renewed for additional
one year terms following the expiration of the prior term, provided that either party may terminate the agreement for any reason upon 180 days prior written
notice.

Dillon agreed to indemnify Unifi Manufacturing and its employees, contractors and agents from any claims or losses arising out of personal injuries or
damage to the property (after the Contract Product has been placed in the hands of the carrier designated by Dillon) or any violation or infringement of
intellectual property rights arising out of the use or sale of the Contract Products furnished by Unifi Manufacturing or the use or operation of the equipment used
to manufacture the Contract Products.

Registration Rights Agreement

We and the selling shareholders are parties to a Registration Rights Agreement. A provision in the Registration Rights Agreement prohibits the selling
shareholders from transferring our common stock issued in connection with the Dillon acquisition prior to July 1, 2007, except to certain permitted transferees.
On and after July 1, 2007 and prior to July 1, 2008, one-third of the shares, or 2,777,778 shares, may be transferred. On and after July 1, 2008 and prior to July 1,
2009, two-thirds of the shares, or 5,555,556 shares, may be transferred. All of the 8,333,333 shares may be transferred after July 1, 2009.

We have agreed to pay all expenses in connection with this offering, but not including underwriting discounts, concessions, commissions or fees of the
selling shareholders or their counsel, if any, or transfer taxes and expenses related thereto. We and the selling shareholders have agreed to indemnify each other in
certain circumstances against certain liabilities, including liabilities under the Securities Act.
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PLAN OF DISTRIBUTION

The selling shareholders may sell the securities from time to time on any stock exchange or automated interdealer quotation system on which the securities
are listed, in the over-the-counter market, in privately negotiated transactions or otherwise, at fixed prices, market prices prevailing at the time of sale, prices
related to prevailing market prices, varying prices determined at the time of sale or at prices otherwise negotiated. The selling shareholders may sell the common
stock offered by this prospectus and any prospectus supplement directly to investors or to or through underwriters, dealers or other agents.

The selling shareholders may sell the securities by one or more of the following methods, without limitation:
 

 
•  block trades in which the broker or dealer so engaged will attempt to sell the securities as agent but may position and resell a portion of the block as

principal to facilitate the transaction;
 

 •  purchases by a broker or dealer as principal and resale by the broker or dealer for its own account pursuant to this prospectus;
 

 •  an exchange distribution in accordance with the rules of any stock exchange on which the securities are listed;
 

 •  ordinary brokerage transactions and transactions in which the broker solicits purchases;
 

 •  privately negotiated transactions;
 

 •  through the distribution of the securities by any selling shareholder to its partners, members or shareholders;
 

 •  one or more underwritten offerings on a firm commitment or best efforts basis; and
 

 •  any combination of any of these methods of sale.

We do not know of any arrangements by the selling shareholders for the sale of any of the securities.

The selling shareholders may engage brokers and dealers, and any brokers or dealers may arrange for other brokers or dealers to participate in effecting
sales of the securities. These brokers, dealers or underwriters may act as principals, or as an agent of a selling shareholder. Broker-dealers may agree with a
selling shareholder to sell a specified number of the securities at a stipulated price per security. If the broker-dealer is unable to sell securities acting as agent for a
selling shareholder, it may purchase as principal any unsold securities at the stipulated price. Broker-dealers who acquire securities as principals may thereafter
resell the securities from time to time in transactions on any stock exchange or automated interdealer quotation system on which the securities are then listed, at
prices and on terms then prevailing at the time of sale, at prices related to the then-current market price or in negotiated transactions. Broker-dealers may use
block transactions and sales to and through broker-dealers, including transactions of the nature described above. The selling shareholders may also sell the
securities in accordance with Rule 144 under the Securities Act rather than pursuant to this prospectus, regardless of whether the securities are covered by this
prospectus.

From time to time, one or more of the selling shareholders may pledge, hypothecate or grant a security interest in some or all of the securities owned by
them. The pledgees, secured parties or persons to whom the securities have been hypothecated will, upon foreclosure in the event of default, be deemed to be
selling shareholders. As and when a selling shareholder takes such actions, the number of securities offered under this prospectus on behalf of such selling
shareholder will decrease. The plan of distribution for that selling shareholder’s securities will otherwise remain unchanged.

To the extent required under the Securities Act, the aggregate amount of selling shareholders’ securities being offered and the terms of the offering, the
names of any agents, brokers, dealers or underwriters and any applicable commission with respect to a particular offer will be set forth in an accompanying
prospectus supplement. Any underwriters, dealers, brokers or agents participating in the distribution of the securities may
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receive compensation in the form of underwriting discounts, concessions, commissions or fees from a selling shareholder and/or purchasers of selling
shareholders’ securities for whom they may act (which compensation as to a particular broker-dealer might be in excess of customary commissions).

The selling shareholders and any underwriters, brokers, dealers or agents that participate in the distribution of the securities may be deemed to be
“underwriters” within the meaning of the Securities Act, and any discounts, concessions, commissions or fees received by them and any profit on the resale of the
securities sold by them may be deemed to be underwriting discounts and commissions.

The selling shareholders and other persons participating in the sale or distribution of the securities will be subject to applicable provisions of the Exchange
Act and the rules and regulations thereunder, including Regulation M. This regulation may limit the timing of purchases and sales of any of the securities by the
selling shareholders and any other person. The anti-manipulation rules under the Exchange Act may apply to sales of securities in the market and to the activities
of the selling shareholders and their affiliates. Furthermore, Regulation M may restrict the ability of any person engaged in the distribution of the securities to
engage in market-making activities with respect to the particular securities being distributed for a period of up to five business days before the distribution. These
restrictions may affect the marketability of the securities and the ability of any person or entity to engage in market-making activities with respect to the
securities.

The securities offered hereby were originally issued to the selling shareholders and certain permitted transferees in connection with the Dillon acquisition.
Under the provisions of the Registration Rights Agreement, we agreed to register the securities under the Securities Act and to keep the registration statement
covering the possible resale of the shares of our common stock, of which this prospectus is a part, effective until there are no longer any “Registrable Securities”
subject to the Registration Rights Agreement. Shares of our common stock cease to be Registrable Securities when:
 

 
•  a registration statement covering such stock has been declared effective under the Securities Act by the SEC and such stock has been disposed of

under that registration statement;
 

 
•  the entire amount of stock owned by the holder of such stock may be sold in a single sale without any limitation as to volume under Rule 144 under

the Securities Act and the holder owns less than 1.0% of the outstanding shares of our common stock on a fully diluted basis; or
 

 •  the stock is transferred to a person not eligible for registration rights under the Registration Rights Agreement.

We have agreed to pay all expenses in connection with this offering, but not including underwriting discounts, concessions, commissions or fees of the
selling shareholders or their counsel, if any, or transfer taxes and expenses related thereto. We and the selling shareholders have agreed to indemnify each other in
certain circumstances against certain liabilities, including liabilities under the Securities Act.

We will not receive any proceeds from sales of the common stock offered in this prospectus by the selling shareholders.

We cannot assure you that the selling shareholders will sell all or any portion of the securities offered in this prospectus.
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LEGAL MATTERS

Certain legal matters relating to the validity of the common stock offered in this prospectus will be passed upon by Paul, Weiss, Rifkind, Wharton &
Garrison LLP, New York, New York.

EXPERTS

Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements and schedule included in our Annual
Report on Form 10-K for the year ended June 25, 2006, and management’s assessment of the effectiveness of our internal control over financial reporting as of
June 25, 2006, as set forth in their reports, which are incorporated by reference in this prospectus and elsewhere in the registration statement. Our financial
statements and schedule and management’s assessment are, and audited financial statements and management’s assessments of the effectiveness of internal
control over financial reporting to be included in subsequently filed documents will be, incorporated by reference in reliance on Ernst & Young LLP’s reports (to
the extent covered by consents filed with the SEC), given on their authority as experts in accounting and auditing.

The financial statements of Yihua Unifi Fibre Industry Company Limited appearing in Unifi, Inc’s Annual Report (Form 10-K) for the period from
August 4, 2005 (date of inception) to May 30, 2006 have been audited by Ernst & Young Hua Ming, Shanghai Branch, The People’s Republic of China,
independent registered public accounting firm, as set forth in their report thereon included therein, and incorporated herein by reference. Such financial statements
are, and audited financial statements to be included in subsequently filed documents will be, incorporated herein in reliance upon the reports of Ernst & Young
Hua Ming, Shanghai Branch, The People’s Republic of China pertaining to such financial statements (to the extent covered by consents filed with the SEC), given
on the authority of such firm as experts in accounting and auditing.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS
 
Item 14. Other Expenses of Issuance and Distribution.

The following statement sets forth the expenses and costs expected to be incurred by us in connection with the distribution of our common stock being
registered in this registration statement. The selling shareholders will not bear any portion of such expenses. All amounts other than the SEC registration fee are
estimates.
 

SEC registration fee   $ 2,586
NYSE listing fee    40,000
Printing fees and expenses    5,000
Legal fees and expenses    50,000
Accounting and auditor fees and expenses   $ 50,000

    

Total   $ 147,586
    

 
Item 15. Indemnification of Directors and Officers.

We are a New York corporation. Section 722 of the New York Business Corporation Law, or the NYBCL, provides that a corporation may indemnify any
person made, or threatened to be made, a party to an action or proceeding (other than one by or in the right of the corporation to procure a judgment in its favor),
whether civil or criminal, including an action by or in the right of any other corporation of any type or kind, domestic or foreign, or any partnership, joint venture,
trust, employee benefit plan or other enterprise, which any director or officer of the corporation served in any capacity at the request of the corporation, by reason
of the fact that he, his testator or intestate, was a director or officer of the corporation, or served such other corporation, partnership, joint venture, trust, employee
benefit plan or other enterprise in any capacity, against judgements, fines, amounts paid in settlement and reasonable expenses, including attorneys’ fees actually
and necessarily incurred as a result of such action or proceeding, or any appeal therein, if such director or officer acted, in good faith, for a purpose which he
reasonably believed to be in, or in the case of service for another corporation or any partnership, joint venture, trust, employee benefit plan or other enterprise, not
opposed to, the best interests of the corporation and, in criminal actions or proceedings, in addition, had no reasonable cause to believe that his conduct was
unlawful. Section 721 of the NYBCL provides that the indemnification provided for by Article 7 thereof shall not be deemed exclusive of any other rights to
which a director or officer seeking indemnification or advancement of expenses may be entitled.

Article Eight of our restated certificate of incorporation provides that a director of the corporation shall not be liable to the corporation or its shareholders
for monetary damages for breach of duty as a director, except to the extent such exemption from liability or limitation thereof is not permitted under the NYBCL
as the same exists or may hereafter be amended. Section 6.01 of our bylaws provides that we shall indemnify, defend and hold harmless any person who was or is
a party or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative, investigative
or other, including appeals, by reason of the fact that he is or was a director, officer or employee of the corporation, or is or was serving at the request of the
corporation as a director, officer or employee of any corporation, partnership, joint venture, trust or other enterprise, including service with respect to employee
benefit plans, whether the basis of such proceeding is alleged action in an official capacity as a director, officer or employee or in any other capacity while serving
as a director, officer or employee, to the fullest extent authorized by the NYBCL, as the same exists or may hereafter be amended, against all expenses, liability
and loss (including attorneys’ fees, judgments, fines, ERISA excise taxes or penalties and amounts paid or to be paid in settlement) reasonably incurred or
suffered by such person in connection therewith; provided, however, that subject to certain exceptions relating to proceedings seeking to enforce rights of
indemnification, the corporation shall indemnify any such person seeking indemnification in connection with a proceeding (or part thereof) initiated by such
person only if the
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proceeding (or part thereof) was authorized by the board of directors of the corporation. The right to indemnification conferred in Article VII of the bylaws is a
contract right and shall include the right to be paid by the corporation expenses incurred in defending any such proceeding in advance of its final disposition;
provided, however, that if required by law at the time of such payment, the payment of such expenses incurred by a director or officer (and not in any other
capacity in which service was or is rendered by such person while a director or officer, including, without limitation, service to an employee benefit plan) in
advance of the final disposition of such proceeding, shall be made only upon delivery by the corporation of an undertaking by or behalf of such director or officer
to repay all amounts so advanced if it should be determined ultimately that such director or officer is not entitled to be indemnified under this Section 6.01 or
otherwise. “Employee” as used herein, includes both an active employee in the corporation’s service, as well as a retired employee who is or has been a party to a
written agreement under which he might be, or might have been, obligated to render services to the corporation. Section 726 of the NYBCL permits a corporation
to purchase and maintain insurance to indemnify the corporation, directors and officers. We maintain directors’ and officers’ liability insurance for our officers
and directors.
 
Item 16. Exhibits.
 

      2.1 
  

Asset Purchase Agreement between Unifi Manufacturing, Inc. and Dillon Yarn Corporation, dated as of October 25, 2006 (incorporated by
reference from Exhibit 10.1 to the Company’s Current Report on Form 8-K dated October 25, 2006).

      2.2 
  

Amendment to Asset Purchase Agreement between Unifi Manufacturing, Inc. and Dillon Yarn Corporation, dated as of January 1, 2007
(incorporated by reference from Exhibit 10.2 to the Company’s Current Report on Form 8-K dated January 1, 2007).

      4.1 
  

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

      5.1*   Opinion of Paul, Weiss, Rifkind, Wharton & Garrison LLP as to the legality of the securities being registered.

    23.1*   Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.

    23.2*   Consent of Ernst & Young, Hua Ming, Independent Registered Public Accounting Firm.

    23.3*   Consent of Grant Thornton LLP, Independent Certified Public Accounting Firm.

    23.4*   Consent of Paul, Weiss, Rifkind, Wharton & Garrison LLP (included in Exhibit 5.1).

    24.1*   Powers of Attorney (included on signature page).

    99.1*   Sales and Services Agreement, dated January 1, 2007, between Unifi Manufacturing, Inc. and Dillon Yarn Corporation.

    99.2*   Manufacturing Agreement, dated January 1, 2007, between Unifi Manufacturing, Inc. and Dillon Yarn Corporation.

* Filed herewith.
 
Item 17. Undertakings.

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;
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(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement.
Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not
exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in the form
of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a 20%
change in the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the effective registration statement;

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement.

Provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) of this section do not apply if the information required to be included in a post-
effective amendment by those paragraphs is contained in reports filed with or furnished to the Commission by the registrant pursuant to section 13 or
section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the registration statement, or is contained in a form of prospectus
filed pursuant to Rule 424(b) that is not part of the registration statement;

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to be a
new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof;

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering; and

(4) That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:

(i) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration statement as of the date the
filed prospectus was deemed part of and included in the registration statement; and

(ii) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of a registration statement in reliance on Rule 430B
and relating to an offering made pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of providing the information required by section 10(a) of
the Securities Act of 1933 shall be deemed to be part of and included in the registration statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As provided
in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a new effective
date of the registration statement relating to the securities in the registration statement to which that prospectus relates, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made in a registration
statement or prospectus that is part of the registration statement or made in a document incorporated or deemed incorporated by reference into the
registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of sale prior to such
effective date, supersede or modify any statement that was made in the registration statement or prospectus that was part of the registration statement
or made in any such document immediately prior to such effective date.

(b) The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of the
registrant’s annual report pursuant to section 13(a) or section 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an employee
benefit plan’s annual report pursuant to section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the
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registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of the
registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer, or controlling person of the registrant in the
successful defense of any action, suit or proceeding) is asserted by such director, officer, or controlling person in connection with the securities being registered,
the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the
question whether such indemnification by it is against public policy as expressed in the Securities Act of 1933 and will be governed by the final adjudication of
such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all the requirements
for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of
Greensboro, State of North Carolina, on February 9, 2007.
 

UNIFI, INC.

By:  /s/    CHARLES F. MCCOY        
Name:   Charles F. McCoy
Title:

  
Vice President, Secretary, General Counsel and Corporate

Compliance and Governance Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each individual whose signature appears below hereby constitutes and appoints Charles F. McCoy
and William M. Lowe, Jr., and each of them (with full power to each of them to act alone), their true and lawful attorneys-in-fact, with full powers of substitution
and resubstitution, to sign and execute on behalf of the undersigned any and all amendments, including any post-effective amendments, to this registration
statement and any subsequent registration statement filed pursuant to Rule 462(b) under the Securities Act of 1933 together with all schedules and exhibits
thereto, and to file the same, with exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, and each of the
undersigned does hereby ratify and confirm all that said attorneys-in-fact shall do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed below on February 9, 2007 by the following persons
in the capacities indicated.
 

Signature   Titles

/s/    BRIAN R. PARKE        
Brian R. Parke   

Chairman, President and Chief Executive Officer

/s/    WILLIAM M. LOWE, JR.        
William M. Lowe, Jr.   

Vice President, Chief Operating Officer and Chief Financial Officer

/s/    WILLIAM J. ARMFIELD, IV        
William J. Armfield, IV   

Director

/s/    R. WILEY BOURNE, JR.        
R. Wiley Bourne, Jr.   

Director

/s/    CHARLES R. CARTER        
Charles R. Carter   

Director

/s/    SUE W. COLE        
Sue W. Cole   

Director

/s/    J.B. DAVIS        
J.B. Davis   

Director
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Signature   Titles

/s/    KENNETH G. LANGONE        
Kenneth G. Langone   

Director

 
Donald F. Orr   

Director

/s/    WILLIAM A. PRIDDY        
William A. Priddy   

Director
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EXHIBIT INDEX
 

EXHIBIT   DESCRIPTION
  2.1  

  

Asset Purchase Agreement between Unifi Manufacturing, Inc. and Dillon Yarn Corporation, dated as of October 25, 2006 (incorporated by
reference from Exhibit 10.1 to the Company’s Current Report on Form 8-K dated October 25, 2006).

  2.2  
  

Amendment to Asset Purchase Agreement between Unifi Manufacturing, Inc. and Dillon Yarn Corporation, dated as of January 1, 2007
(incorporated by reference from Exhibit 10.2 to the Company’s Current Report on Form 8-K dated January 1, 2007).

  4.1  
  

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

  5.1*   Opinion of Paul, Weiss, Rifkind, Wharton & Garrison LLP as to the legality of the securities being registered.

23.1*   Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.

23.2*   Consent of Ernst & Young, Hua Ming, Independent Registered Public Accounting Firm.

23.3*   Consent of Grant Thornton LLP, Independent Certified Public Accounting Firm.

23.4*   Consent of Paul, Weiss, Rifkind, Wharton & Garrison LLP (included in Exhibit 5.1).

24.1*   Powers of Attorney (included on signature page).

99.1*   Sales and Services Agreement, dated January 1, 2007, between Unifi Manufacturing, Inc. and Dillon Yarn Corporation.

99.2*   Manufacturing Agreement, dated January 1, 2007, between Unifi Manufacturing, Inc. and Dillon Yarn Corporation.

* Filed herewith.
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Exhibit 5.1

Paul, Weiss, Rifkind, Wharton & Garrison LLP
1285 Avenue of the Americas

New York, New York 10019-6064

212-373-3000

212-757-3990

February 9, 2007

Unifi, Inc.
7201 West Friendly Avenue
Greensboro, North Carolina 27410

Registration Statement on Form S-3

Ladies and Gentlemen:

In connection with the Registration Statement on Form S-3, as amended (the “Registration Statement”) of Unifi, Inc., a New York corporation (the
“Company”), filed with the Securities and Exchange Commission pursuant to the Securities Act of 1933 (the “Act”), and the rules and regulations thereunder (the
“Rules”), you have asked us to furnish our opinion as to the legality of the securities being registered under the Registration Statement. The Registration
Statement relates to the registration under the



Act of up to 8,333,333 shares of the Company’s common stock, par value $0.10 per share, that may be offered by certain shareholders of the Company (the
“Secondary Shares”).

In connection with the furnishing of this opinion, we have examined originals, or copies certified or otherwise identified to our satisfaction, of the
following documents (collectively, the “Documents”):

1. the Registration Statement;

2. the Asset Purchase Agreement, dated as of October 25, 2006 and subsequently amended on January 1, 2007, between Unifi Manufacturing, Inc. and
Dillon Yarn Corporation, incorporated by reference as Exhibits 2.1 and 2.2 to the Registration Statement; and

3. the Registration Rights Agreement, dated as of January 1, 2007, between Unifi Manufacturing, Inc. and Dillon Yarn Corporation, incorporated by
reference from Exhibit 4.1 to the Registration Statement.

In addition, we have examined (i) such corporate records of the Company that we have considered appropriate, including a copy of the restated certificate
of incorporation and restated by-laws of the Company, certified by the Company as in effect on the date of this letter and copies of resolutions of the board of
directors of the Company relating to the issuance of the Secondary Shares, certified by the Company and (ii) such other certificates, agreements and documents
that we deemed relevant and necessary as a basis for the opinions expressed below. We have also relied upon the factual matters contained in the representations
and warranties of the Company made in the Documents and upon certificates of public officials and the officers of the Company.
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In our examination of the documents referred to above, we have assumed, without independent investigation, the genuineness of all signatures, the legal
capacity of all individuals who have executed any of the documents reviewed by us, the authenticity of all documents submitted to us as originals, the conformity
to the originals of all documents submitted to us as certified, photostatic, reproduced or conformed copies of valid existing agreements or other documents, the
authenticity of all the latter documents and that the statements regarding matters of fact in the certificates, records, agreements, instruments and documents that
we have examined are accurate and complete.

Based upon the above, and subject to the stated assumptions, exceptions and qualifications, we are of the opinion that the Secondary Shares have been duly
authorized by all necessary corporate action on the part of the Company and have been validly issued, and are fully paid and non-assessable.

The opinion expressed above is limited to the laws of the State of New York. Our opinion is rendered only with respect to the laws, and the rules,
regulations and orders under those laws, that are currently in effect.

We hereby consent to use of this opinion as an exhibit to the Registration Statement and to the use of our name under the heading “Legal Matters”
contained in the prospectus included in the Registration Statement. In giving this consent, we do not thereby admit that we come within the category of persons
whose consent is required by the Act or the Rules.
 

Very truly yours,

/s/ Paul, Weiss, Rifkind, Wharton & Garrison LLP

PAUL, WEISS, RIFKIND, WHARTON & GARRISON LLP
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the reference to our firm under the caption “Experts” in the Registration Statement (Form S-3) and related Prospectus of Unifi, Inc. for the
registration of 8,333,333 shares of its common stock and to the incorporation by reference therein of our reports dated August 30, 2006, with respect to the
consolidated financial statements and schedule of Unifi, Inc., Unifi, Inc. management’s assessment of the effectiveness of internal control over financial reporting,
and the effectiveness of internal control over financial reporting of Unifi, Inc., included in its Annual Report (Form 10-K) for the year ended June 25, 2006, filed
with the Securities and Exchange Commission.

/s/ ERNST & YOUNG LLP

Greensboro, North Carolina
February 8, 2007



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the reference to our firm under the caption “Experts” in the Registration Statement (Form S-3 No. 333-      ) and related Prospectus of Unifi, Inc.
for the registration of 8,333,333 shares of its common stock, and to the incorporation by reference therein of our report dated July 31, 2006, with respect to the
financial statements of Yihua Unifi Fibre Industry Company Limited included in the Annual Report (Form 10-K) of Unifi, Inc. for the year ended June 25, 2006,
filed with the Securities and Exchange Commission.

/s/ ERNST & YOUNG HUA MING

Shanghai, The People’s Republic of China
February 8, 2007



Exhibit 23.3

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTING FIRM

We have issued our report dated March 17, 2006, on the financial statements of Parkdale America, LLC for the year ended December 31, 2005, which are
included in the Annual Report of Unifi, Inc. on Form 10-K for the year ended June 25, 2006. We hereby consent to the incorporation by reference of the said
report in the Registration Statement of Unifi, Inc. on Form S-3.

/s/ GRANT THORNTON LLP

Charlotte, North Carolina
February 7, 2007



Exhibit 99.1

EXECUTION COPY

SALES AND SERVICES AGREEMENT

THIS SALES AND SERVICES AGREEMENT, is dated as of January 1, 2007 (this “Agreement”), by and between Unifi Manufacturing, Inc., a North
Carolina corporation (“Unifi”) and Dillon Yarn Corporation, a South Carolina corporation (“DYC”).

R E C I T A L S:

A. Pursuant to the Asset Purchase Agreement, dated October 25, 2006 (the “Purchase Agreement”), by and between Unifi and DYC, Unifi has agreed to
acquire, and as of the date hereof, has acquired, from DYC certain assets used in the manufacture of Products, subject to the terms and conditions of the Purchase
Agreement. Capitalized terms used but not defined herein shall have the respective meanings ascribed to such terms in the Purchase Agreement.

B. In connection with the sale of the Business, Unifi has requested, and DYC has agreed to provide to Unifi, certain services with respect to the sale of the
Products manufactured by the Business, subject to the terms and conditions set forth herein.

NOW, THEREFORE, for good and valuable consideration, the receipt, sufficiency and adequacy of which are hereby acknowledged, and intending to be
legally bound hereby, the parties agree as follows:

1. Sales Services.

(a) During the Term (as defined below), DYC shall provide (or cause to be provided) to Unifi and its Affiliates (the following services are referred to
herein as the “Sales Services”):

(i) the services of its sales staff for the Business as identified on Schedule A attached hereto (the “Sales Staff”), which Sales Staff shall be
dedicated to the selling of Products manufactured by the Business, at a level and effort in the ordinary course of the Business consistent with past
practice, and to seeking new business or customers and any other activities that Unifi may reasonably request related to the Business or Unifi’s other
businesses; and

(ii) the services of DYC’s executive staff as identified on Schedule B attached hereto (the “Executive Staff”), each of whom shall spend a
substantial portion of his time assisting Unifi in retaining sales of Products manufactured by the Business at a level and effort in the ordinary course
of the Business consistent with past practice.

(b) If any member of the Sales Staff ceases to be employed by DYC for any reason (whether due to voluntary resignation, death, disability or



otherwise), then Unifi may elect to have such person replaced, in which case any such replacement shall be subject to the approval of Unifi; it being
understood that nothing in this Agreement shall limit or restrict the right of Unifi to employ any sales persons for the Products instead of replacing any such
member of the Sales Staff.

2. Transitional Services.

(a) During the Term, DYC shall provide (or cause to be provided) to Unifi and its Affiliates the transitional services described on Schedule C
attached hereto (the “Transitional Services”) up to the maximum period as set forth in Schedule C with respect to each Transitional Service, in each case
with respect to the Business in the ordinary course of the Business and at a service level consistent with past practice. Unifi may, by notice in writing to
DYC, terminate any or all of the Transitional Services prior to the maximum period set forth in Schedule C with respect thereto; provided that any such
termination with respect to any such Transitional Service will be effective as of a DYC fiscal month end.

(b) Upon the mutual agreement of the parties, this Agreement may be amended to include any additions to, or modifications of, the Transitional
Services, at a price and on such terms as the parties shall agree in good faith.

3. Compensation for Services.

(a) As consideration for the Sales Services and the Transitional Services, and subject to Section 3(b), Unifi shall pay DYC $3,000,000 per year (the
“Base Amount”), in advance, in quarterly installments of $750,000 each. DYC hereby acknowledges receipt of the first installment of $750,000 for the
period from the date hereof to March 31, 2007.

(b) If any of the Sales Staff or Executive Staff ceases to be employed by DYC for any reason (whether due to voluntary resignation, death, disability
or otherwise) (and in the case of a member of the Sales Staff, is not replaced by any person acceptable to Unifi), then the Base Amount (and accordingly,
the quarterly installments thereof) shall be reduced by an amount mutually agreed by Unifi and DYC that represents the portion of the Base Amount
attributable to such Sales Staff member’s or Executive Staff member’s compensation with respect to the Sales Services that he or she would have provided
under this Agreement. Any quarterly installment of the Base Amount (as so reduced pursuant to the first sentence of this Section 3(b)) shall be further
reduced by an amount pro rated to reflect the date such Sales Staff or Executive Staff member ceased his or her employment.

4. Compensation of Staff.

(a) The parties acknowledge and agree that DYC shall be responsible for appropriately compensating the members of the Sales Staff and the
Executive Staff, consistent with past practice, so as to fully incentivize them to perform the Sales Services.
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(b) The members of the Sales Staff and the Executive Staff shall be employees of DYC. DYC shall comply with all federal and state laws applicable
to the employment of, and the provision of employee benefits to, the members of the Sales Staff and the Executive Staff.

5. Unifi Supervision. During the Term, the Sales Staff and the Executive Staff shall be under the direct supervision of Unifi with respect to the Sales
Services to be provided by them hereunder.

6. No Competing Services.

(a) During the Term, DYC covenants that, while employed by DYC, none of the Sales Staff or Executive Staff shall, directly or indirectly, except
through this Agreement, engage in the manufacture, production, marketing, distribution or sale of the Products in the Territory or acquire any interest in,
any Person that is engaged in the manufacture, production, marketing, distribution or sale of Product in the Territory; provided, however the preceding
restriction shall not apply with respect to the resale of Product purchased before the Closing and returned by a customer for any reason or no reason after
the Closing (provided that DYC shall first offer such Product to Unifi). DYC shall be responsible for any breach of this Section 6(a) by any member of the
Sales Staff or Executive Staff while they remain employees of DYC or are otherwise compensated for their services by DYC.

(b) In the event of a breach, or threatened breach of the provisions of Section 6(a), in addition to any other remedies Unifi may have at law or in
equity, Unifi shall be entitled to seek an injunction or similar remedy so as to enable it specifically to enforce such provisions, without the necessity of
proving irreparable harm or satisfying any requirement to post any bond or other security.

(c) It is the desire and intent of the parties that the provisions of this Section 6 be enforced to the fullest extent permissible under the Laws and public
policies applied in each jurisdiction in which enforcement is sought. Accordingly, if any particular portion of this Section 6 should be adjudicated to be
invalid or unenforceable, such portion shall be deleted and such deletion shall apply only with respect to the operation of this Section 6 in the particular
jurisdiction in which such adjudication is made. To the extent any provision hereof is deemed unenforceable by virtue of its scope in terms of area or length
of time, but may be enforceable with limitations thereon, the parties agree that the same shall, nevertheless, be enforceable to the fullest extent permissible
under the Laws and public policies applied in such jurisdiction in which enforcement is sought.

7. Level of Service; Indemnification; Limitation of Liability.

(a) DYC represents, warrants and covenants that the quality and timeliness of the Sales Services and Transitional Services shall be not less favorable
than the quality and timeliness of such services when provided by the relevant persons to DYC prior to the date of this Agreement.
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(b) To the maximum extent permitted under applicable law, Unifi shall indemnify and hold harmless DYC and any of its officers, directors,
employees or agents (each, a “DYC Indemnified Party”) from and against any third party losses, claims, damages, actions, demands, deficiencies,
judgments or causes of action or liabilities, including reasonable legal fees or other fees, costs or expenses incurred in investigating or defending against
any of the foregoing (collectively, “Losses”) based upon, arising out of or otherwise in connection with the Sales Services or Transitional Services, except
as may result from any DYC Indemnified Party’s willful misconduct or gross negligence.

(c) DYC shall indemnify and hold harmless Unifi and any of its officers, directors, employees or agents (each, an “Unifi Indemnified Party” and,
together with a DYC Indemnified Party, an “Indemnified Party”) from and against any Losses based upon, arising out of or otherwise in connection with
any DYC Indemnified Party’s willful misconduct or gross negligence in the performance of the Sales Services or Transitional Services.

(d) Where indemnification under this Section 7 is sought by an Indemnified Party with respect to any asserted third party claim (a “Claim”): (i) it
shall notify the other party (the “Indemnifying Party”) in writing promptly of any Claim or threatened Claim to which the indemnification relates; (ii) the
Indemnifying Party may elect to compromise or defend, at its own expense and by its own counsel, the Claim (and the Indemnifying Party shall not effect
any compromise, settlement or entry of any judgment without the prior written consent of the Indemnified Party (which consent shall not be unreasonably
withheld or delayed), if the effect thereof is to permit any injunction, declaratory judgment, or nonmonetary relief to be entered, directly or indirectly,
against the Indemnified Party); and (iii) the Indemnified Party shall cooperate, at the Indemnifying Party’s cost and expense, with the Indemnifying Party in
its participation in any compromise, settlement, defense or resolution of such Claim. If the Indemnifying Party does not so acknowledge its indemnification
responsibility, the Indemnified Party may proceed directly to enforce its indemnification rights (except that the Indemnified Party shall not effect any
compromise, settlement or entry of any judgment without the prior written consent of the Indemnifying Party (which consent shall not be unreasonably
withheld or delayed), if (x) the effect thereof is to permit any injunction, declaratory judgment, or nonmonetary relief to be entered, directly or indirectly,
against the Indemnifying Party or (y) such compromise, settlement or entry of judgment does not include a full release of the Indemnifying Party).

(e) NEITHER UNIFI NOR DYC WILL BE LIABLE HEREUNDER TO THE OTHER FOR SPECIAL, INCIDENTAL, DIRECT, INDIRECT,
PUNITIVE OR CONSEQUENTIAL DAMAGES OF ANY KIND OR NATURE WHETHER FOR BREACH OF CONTRACT, BREACH OF
WARRANTY OR COMMISSION OF A TORT INCLUDING NEGLIGENCE, STRICT LIABILITY OR OTHERWISE

 
4



8. Termination.

(a) The term of this Agreement (the “Term”) shall commence on the date hereof and terminate on the second anniversary of the date hereof (the
“Initial Term”); provided that Unifi shall have the right, exercisable by notice to DYC at least 90 days prior to the expiration of the Initial Term or, if
applicable, the prior one-year extension, to extend this Agreement for up to two consecutive additional one year periods.

(b) The term with respect to a particular Transitional Service is set forth on Schedule C attached hereto.

(c) Notwithstanding anything to the contrary set forth herein, Unifi may terminate this Agreement:

(i) if DYC has breached its obligations under this Agreement and shall have failed to cure such breach within 15 days following notice of
breach from Unifi; or

(ii) upon six (6) months written notice to DYC if either Stephen Wener or F. Lee Johnson shall, for any reason, cease to be employed by DYC
(whether due to voluntary resignation, death, disability or otherwise).

(d) The provisions of Sections 3, 7 and 9 through 20 shall survive the termination or expiration of this Agreement.

(e) The parties acknowledge and agree that upon the expiration of the Initial Term, in lieu of extending the Initial Term as provided in Section 8(a),
Unifi shall have the right to make offers of employment to the then members of the Sales Staff and Executive Staff.

(f) Upon the termination or expiration of this Agreement, Unifi shall not be released from the payment of any amounts owing to DYC under this
Agreement through the date of termination or expiration, and any such amounts then owed by Unifi shall be immediately due and payable by Unifi.

9. Confidentiality.

(a) DYC shall maintain and shall cause the members of the Sales Staff and Executive Staff and its Affiliates and their respective directors, officers
and employees to maintain in strict confidence and not disclose to any third party (except its employees and advisors in connection with the provision of
the Sales Services and/or Transitional Services) or use in any respect (except in connection with the provision of the Sales Services and/or Transitional
Services) all information treated as confidential by Unifi and received by any of them after the date hereof in connection with the provision of the Sales
Services and Transitional Services by reason of this Agreement (such information, “Confidential Information”), except (i) DYC may disclose that portion
of Confidential Information as may be necessary in order to comply with a Law in which
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case DYC shall, if permissible, promptly notify Unifi of any such requirement and Unifi shall be permitted to seek confidential treatment for such
information, (ii) DYC (and any employee or agent of DYC) may disclose that portion of Unifi Confidential Information to its employees or agents as may
be necessary in order to provide the Sales Services and/or Transitional Services, but who are instructed not to use or disclose such information to any other
Person for any other purpose (including to other DYC employees or agents), or (iii) that nothing herein will prohibit the disclosure of such information that
(x) is or becomes generally available to the public other than as a result of a disclosure by DYC or its Affiliates or their respective directors, officers,
employees, representatives or agents in violation of this Section 9(a), (y) is independently derived by DYC without reference to Confidential Information or
(z) is or becomes available to DYC on a non-confidential basis from a source other than Unifi or its representatives, provided, that such source is not
known to DYC as that time of disclosure to be bound by a confidentiality agreement with or other contractual, legal or fiduciary obligation of
confidentiality to Unifi with respect to such information.

(b) With respect to any such Confidential Information, DYC shall: (i) use the same degree of care in safeguarding the Confidential Information as it
uses to safeguard its own information which is proprietary and/or treated as confidential; and (ii) upon the discovery of any inadvertent disclosure or
unauthorized use of the confidential Information, or upon obtaining notice of such disclosure or use from Unifi, take or cause to be taken all necessary
actions to prevent any further inadvertent disclosure or unauthorized use, and Unifi shall be entitled to pursue any other remedy at law or in equity which
may be available to it (including specific performance).

10. Notices. Any notice or other communication required or permitted hereunder shall be in writing and shall be deemed to have been duly given if given in
accordance with Section 21.7 of the Asset Purchase Agreement.

11. Entire Agreement. This Agreement and the Schedules hereto constitute the entire agreement between the parties concerning the subject matter hereof
and supersede all prior contracts, agreements or understandings, oral or written, with respect to the subject matter hereof.

12. Waivers and Amendments. This Agreement may be amended, superseded, canceled, renewed or extended, and the terms hereof may be waived, only by
a written instrument signed by Unifi and DYC or, in the case of a waiver, by the party waiving compliance. No delay on the part of any party in exercising any
right, power or privilege hereunder shall operate as a waiver thereof, nor shall any waiver on the part of either party of any such right, power or privilege, nor any
single or partial exercise of any such right, power or privilege, preclude any further exercise thereof or the exercise of any other such right, power or privilege.

13. Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York, without giving effect to
the conflicts of law principles thereof that would apply the laws of another jurisdiction.
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14. Dispute Resolution.

(a) The parties agree that the appropriate, exclusive and convenient forum for any disputes between the parties arising out of this Agreement or the
transactions contemplated hereby shall be in any state or federal court in the State, City and County of New York, and each of the parties irrevocably
submits to the exclusive jurisdiction of such courts solely in respect of any Action arising out of or related to this Agreement; provided, however, that the
foregoing shall not limit the rights of the parties to obtain execution of judgment in any other jurisdiction. The parties further agree, to the extent permitted
by Law, that a final and unappealable judgment against a party in any Action contemplated above shall be conclusive and may be enforced in any other
jurisdiction within or outside the United States by suit on the judgment, a certified copy of which shall be conclusive evidence of the fact and amount of
such judgment. Any and all service of process and any other notice in any such Action shall be effective against any party if given by registered or certified
mail, return receipt requested, or by any other means of mail that requires a signed receipt, postage prepaid, mailed to such party as herein provided.

(b) Each party agrees not to assert, by way of motion, as a defense or otherwise, in any such Action, any claim that it is not subject personally to the
jurisdiction of such courts, that its property is exempt or immune from attachment or execution, that the Action is brought in an inconvenient forum, that
the venue of the Action is improper or that this Agreement or the subject matter hereof may not be enforced in or by such court.

(c) THE PARTIES HEREBY IRREVOCABLY WAIVE THE RIGHT TO TRIAL BY JURY IN ANY ACTION TO ENFORCE OR INTERPRET
THE PROVISIONS OF THIS AGREEMENT.

15. Binding Effect; Assignment. This Agreement shall be binding upon and inure to the benefit of the parties and their respective successors and assigns.
This Agreement is not assignable by either party without the prior written consent of the other party.

16. Usage. All pronouns and any variations thereof refer to the masculine, feminine or neuter, singular or plural, as the context may require. All terms
defined in this Agreement in their singular or plural forms have correlative meanings when used herein in their plural or singular forms, respectively. Unless
otherwise expressly provided, the words “include,” “includes” and “including” do not limit the preceding words or terms and shall be deemed to be followed by
the words “without limitation.”

17. Sections. All references herein to Sections shall be deemed references to such parts of this Agreement, unless the context shall otherwise require. The
Section headings in this Agreement are for reference only and shall not affect the interpretation of this Agreement.
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18. Independent Contractor. Nothing in this Agreement or otherwise shall be construed to constitute or create a partnership, agency relationship or joint
venture between the parties.

19. No Third Party Beneficiaries. Except as provided in Section 7, no provision of this Agreement is intended to, or shall, confer any third party beneficiary
or other rights or remedies upon any Person other than the parties hereto.

20. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, and all of which shall
constitute one and the same instrument.

[remainder of page left intentionally blank]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 

UNIFI MANUFACTURING, INC.

By:  /s/ CHARLES MCCOY
 Name:  Charles McCoy
 Title:  Vice President

 
DILLON YARN CORPORATION

By:  /s/ STEPHEN WENER
 Name:  Stephen Wener
 Title:  Chief Executive Officer



Exhibit 99.2

EXECUTION COPY

DILLON MANUFACTURING AGREEMENT

THIS MANUFACTURING AGREEMENT, is made as of January 1, 2007, by and between Unifi Manufacturing, Inc., a North Carolina corporation
(“Unifi”), and Dillon Yarn Corporation, a South Carolina corporation (“Dillon”).

R E C I T A L S :

A. The equipment described in Schedule A (the “Equipment”) is owned by Dillon and is located in the facilities of Unifi at Dillon, South Carolina (the
“Dillon Facility”).

B. Dillon wishes Unifi to manufacture such products that are capable of being manufactured using the Equipment on a commercially viable basis (but other
than the Products (as defined in the Asset Purchase Agreement, dated October 25, 2006, between Unifi and Dillon)) (the “Contract Products”).

C. Subject to the terms and conditions set forth herein, Dillon desires to have its raw materials converted into Contract Products using the Equipment by
Unifi, and Unifi desires to sell such services to Dillon.

NOW, THEREFORE, in consideration of the premises and mutual covenants and agreements contained herein, the parties hereto hereby agree as follows:

1. Term. Subject to Section 12, this Agreement shall commence on the date hereof and shall continue for three years and shall be automatically renewed for
additional one year terms (the “Term”) following expiration of the prior term.

2. Manufacturing.

(a) During the Term, Unifi shall manufacture and deliver to Dillon, and Dillon shall accept from Unifi, all of the quantities of Contract Product
specified by Dillon. Dillon shall not purchase Contract Product from any person, other than Unifi under this Agreement, unless Unifi is unable to satisfy
orders of Contract Product from Dillon because the quantity ordered by Dillon exceeds the maximum production capacity of the Equipment or the
Equipment is undergoing maintenance or is not otherwise operable. The Contract Product shall be produced with levels of quality consistent with past
practice at the Dillon Facility.

(b) To facilitate the production of the Contract Product by Unifi, Dillon will furnish to Unifi its forecasted needs for the Contract Product as soon as
reasonably determinable. Subject to receiving forecasted needs and the supply of the requisite quality and quantity of raw materials from Dillon on a timely
basis, Unifi shall use its reasonable efforts to meet the production, timing and specifications of Dillon’s orders for Contract Product.

(c) Notwithstanding anything to the contrary contained herein, Unifi’s standard terms and conditions contained in each invoice (the “Standard Terms



and Conditions”) shall constitute the terms and conditions under which Dillon will purchase the manufacturing services with respect to the Contract
Product from Unifi. If the terms and conditions of any purchase order or this Agreement conflict with any provision of the Standard Terms and Conditions,
then the Standard Terms and Conditions shall govern to the extent of such conflict.

3. Supply of Raw Materials; Warehousing; Packaging.

(a) Dillon shall be responsible for supplying to Unifi the raw materials required to manufacture the Contract Products, and shall deliver, or cause to
be delivered, at its cost, to the Dillon Facility the raw materials in sufficient quantity to meet the manufacturing needs to satisfy Dillon’s manufacturing
orders.

(b) Title to the raw materials and to the Contract Products manufactured therefrom shall at all times reside in Dillon.

(c) Unifi shall be responsible for storing the raw materials and Contract Product at the Dillon Facility, segregated from other raw materials or
finished goods of Unifi. Unifi shall maintain inventory of the raw materials, packaging materials and Contract Product on a rotating basis, first in first out.

(d) Unifi shall be responsible for supplying the packaging materials for the Contract Products. For the purposes hereof, Dillon hereby grants Unifi a
non-exclusive license to use its designated name, mark or logo (the “Dillon Marks”) on the packaging materials for the Contract Product, and shall notify
Unifi on a timely basis of any changes to any such Dillon Marks. All intellectual property in and to Dillon Marks shall remain or become the property of
Dillon and Unifi acknowledges that all goodwill associated with the use of Dillon Marks shall vest in Dillon.

4. Shipping. Dillon shall be responsible for making all arrangements to ship raw materials to the Dillon Facility and to ship the Contract Product from the
Dillon Facility to its own customers. Unifi shall cooperate with Dillon to facilitate the shipping arrangements of Dillon.

5. Equipment.

(a) The parties hereby acknowledge that the Equipment currently located in the Dillon Facility is owned by Dillon, and that Unifi shall operate and
use the Equipment solely to manufacture the Contract Product for sale to Dillon under this Agreement. Unifi hereby permits the Equipment to remain
without charge in the Dillon Facility for such purpose.

(b) Unifi shall be responsible for the maintenance of the Equipment and for insuring the Equipment against damage, loss or destruction.

(c) Upon the termination or expiration of this Agreement, Dillon shall, at its cost, promptly, but in any event no later than 30 days, remove the
Equipment from the Dillon Facility and Unifi shall grant reasonable access to Dillon for
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this purpose. Dillon shall reasonably restore the portion of the Dillon Facility where the Equipment was located to allow its use consistent with the prior
operation of the Dillon Facility.

6. Price. The price for the manufacture of the Contract Product shall be calculated in accordance with the methodology set forth on Exhibit A.

7. Terms of Payment. The amount of each invoice shall be due and payable in U.S. dollars within 30 days from the date of the invoice.

8. Warranties. Except as specifically stated herein or in the Standard Terms and Conditions, Unifi does not represent or warrant that the Contract Product
will satisfy any applicable laws or regulations of any government or agencies thereof.

9. Indemnification. Dillon shall indemnify and hold harmless Unifi and its employees, contractors and agents from any claims, actions, suits or
proceedings, liabilities or losses resulting from or arising out of (i) personal injuries or damage to property sustained by any persons handling the Contract
Product after the Contract Product has been placed in the hands of the carrier designated by Dillon, or (ii) any violation or infringement of intellectual property
rights caused or alleged to be caused by or arising out of the use or sale of, or any aspect relating to any goods, materials, packaging materials or Contract
Products furnished by Unifi or the use or operation of the Equipment.

10. LIMITATION OF DAMAGES. NEITHER DILLON NOR UNIFI WILL BE LIABLE HEREUNDER TO THE OTHER FOR SPECIAL,
INCIDENTAL, DIRECT, INDIRECT, PUNITIVE OR CONSEQUENTIAL DAMAGES OF ANY KIND OR NATURE WHETHER FOR BREACH OF
CONTRACT, BREACH OF WARRANTY OR COMMISSION OF A TORT INCLUDING NEGLIGENCE, STRICT LIABILITY OR OTHERWISE.

11. Force Majeure. Unifi shall be excused from performing its obligations hereunder during the time and to the extent it is delayed or prevented from
producing or delivering the Contract Product as a result of acts of God or of government, floods, unusually severe weather, national disaster, war, acts of war, acts
of terrorism, sabotage, riots, strikes or other labor disturbances, fire, mechanical breakdown, accidents, shortage of or inability to obtain raw materials (including
the failure of Dillon to timely supply raw materials to Unifi as provided in Section 3), energy, transportation, equipment or other events beyond its control.

12. Termination. Either party hereto may terminate this Agreement at any time for any reason upon 180 days’ prior written notice to the other party. Such
termination, which shall be without penalty, shall not relieve or release either party from any right, liability or obligations that may have accrued under the law or
this Agreement prior to the date of such termination.

13. Notices. All notices, consents, waivers and other communications under this Agreement shall be in writing and will be deemed given to a party when
(a)
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delivered to the appropriate address by hand or by nationally recognized overnight courier service (costs prepaid), (b) sent by facsimile with confirmation of
transmission by the transmitting equipment or (c) received or rejected by the addressee, if sent by certified mail, return receipt requested, in each case to the
following addresses or facsimile numbers and marked to the attention of the individual (by name or title) designated below (or to such other address, facsimile
number, or individual as a party may designate by notice to the other party):
 

 (i) If to Dillon:

Dillon Yarn Corporation
53 East 34th Street
Paterson, New Jersey 07514
Attention: President
Facsimile: (973) 684-0487

 
 (ii) If to Unifi:

Unifi Manufacturing, Inc.
7201 W. Friendly Avenue
Greensboro, North Carolina 27410
Attention: General Counsel
Facsimile: (336) 856-4364

14. Waiver. The failure of either party to insist in any one or more instances upon strict performance of any of the provisions of this Agreement, or to take
advantage of any of its rights, or to enforce any of the conditions hereof, shall not operate as a continuing waiver of such provisions, rights or conditions and shall
not prevent such party from insisting upon such provisions, taking advantage of such rights and enforcing such conditions in the future.

15. Interpretation. Captions and headings throughout this Agreement are for convenience and reference only and the words contained therein shall in no
way be held or deemed to define, limit, describe, explain or modify the construction or meaning of any of the provisions of this Agreement. Any rule of
interpretation or construction that requires that ambiguities be construed against the party drafting the agreement or any similar rule or doctrine shall have no
application to this Agreement. Neither a course of dealing between the parties nor a usage of trade shall be considered in interpreting, giving meaning to,
supplementing or qualifying the terms of this Agreement.

16. Assignment; Amendment. This Agreement shall be binding upon the successors and permitted assigns of the parties; provided, that, neither party shall
assign any of its rights or obligations herein without first obtaining the written consent of the other party, which consent shall not be unreasonably withheld and,
except that (i) either party may assign this Agreement to any of its subsidiaries, effective as of the date notice of such assignment is given to the other party, and
(ii) this Agreement shall remain
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in full force and effect in the event of a change of control of either party, whether by merger, stock sale, reorganization or other business combination). All
changes in, additions to or modifications or amendments of this Agreement, or any of the terms, provisions and conditions hereof, shall be effective only when in
writing and signed by each of the parties hereto.

17. Entire Agreement. This Agreement and the Exhibit and Schedule hereto constitute the entire agreement between the parties concerning the subject
matter hereof and supersede all prior contracts, agreements or understandings, oral or written, with respect to the subject matter hereof.

18. Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York, without giving effect to
the conflicts of law principles thereof that would apply the laws of another jurisdiction.

19. Arbitration. Any dispute, controversy or claim for damages or otherwise, arising under or in relation to this Agreement, or any modification thereof,
shall be settled by arbitration. Such arbitration shall be held in New York, New York before a panel of three arbitrators, with each party appointing one arbitrator
and the two parties appointing a third (unless the parties hereto agree to one arbitrator), in each case from the Commercial Panel in accordance with the Rules of
the American Arbitration Association, and the arbitration shall be conducted under such Rules. The decision of the arbitrators shall be final, binding and
conclusive. Both parties shall be bound by the arbitrators’ decision and judgment upon such decision may be entered in any state or federal court of competent
jurisdiction.

20. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, and all of which shall
constitute one and the same instrument.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Manufacturing Agreement to be executed as of the date first above written.
 

UNIFI MANUFACTURING, INC.

By:  /s/ CHARLES MCCOY
 Name:  Charles McCoy
 Title:  Vice President

 
DILLON YARN CORPORATION

By:  /s/ STEPHEN WENER
 Name:  Stephen Wener
 Title:  Chief Executive Officer


