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FINANCIAL Highlights

(Amounts in thousands, except per share data) 2018 2017 2016
Net Sales $ 323,725 $ 309,544 $ 312,860
Income before income taxes 26,883 29,696 27,898
Net income 20,877 22,334 16,935
Net income per share:
Basic 1.68 1.81 1.38
Diluted 1.65 1.78 1.36
Proforma net income $ 18,828 - -
Proforma net income per share:
Basic 1.51 - -
Diluted 1.49 - -
Average shares outstanding:
Basic 12,431 12,312 12,302
Diluted 12,633 12,518 12,475
Cash Returned to Shareholders
Cost of shares repurchased - - $ 2397
Number of shares repurchased - - 101
Dividends paid 6,843 6,280 8,140
Cumulative funds returned to shareholders @ 56,903 48,952
Balance Sheet
Total cash and investments $ 54473 $ 54,183 $ 42,146
Capital employed at fiscal year-end ¥ 114,817 98,429 90,357
Return on capital ¥ 25.4% 31.6% 32.0%
Total assets 217,984 205,634 175,142

Total debt (including long-term debt, current
maturities of long-term debt and line of credir) - - -
Shareholders’ equity 163,376 148,630 128,812

Mattress Fabrics Segment Highlights

Net sales @ $ 192,597 $ 190,805 $ 186,419
Operating income © 25,861 29,380 26,496
Operating income margin 13.4% 15.4% 14.2%
Capital employed 90,554 83,422 74,637
Return on capital @ 29.3% 37.5% 36.7%
Upholstery Fabrics Segment Highlights

Net sales @ $ 131,128 $ 118,739 $ 126,441
Operating income © 10,956 11,091 11,298
Operating income margin 8.4% 9.3% 8.9%
Capital employed @ 25,386 16,006 17,025
Return on capital @ 55.2% 63.8% 65.2%

(1) See reconciliation tables at the end of the report and previous SEC Form 8-K filings.
(2) Includes dividends paid and shares repurchased since June 2011 through July 16, 2018.
(3) See Note 18 of the Notes to Consolidated Financial Statements beginning on page 89 of the fiscal 2018 Form 10-K.
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‘ ‘ We believe our accomplishments over the past year
have enhanced our ability to serve our customers
and strengthen our competitive position. ’ ’

e are pleased to report another
year of growth and progress for
Culp in fiscal 2018, with higher
annual sales in both of our
businesses. Our mattress fabrics
segment had another record
year, and our upholstery fabrics
segment showed impressive
growth over the prior year, reversing multi-year trends of
reduced sales. These results demonstrate consistent execution
of our product-driven strategy, with a relentless focus on design
creativity and product innovation. Our ability to offer a diverse
product mix and reach new market segments, with the support
of our efficient and global manufacturing platform, has been a
key differentiator for Culp in the marketplace.

We had many important accomplishments in fiscal 2018
that will continue to enhance our operations and open new
markets for both businesses. We have realized the benefits
of substantial multi-year investments in our mattress fabrics
business, with enhanced production capabilities and improved
operating efficiencies, supported by exceptional customer
service. Following the end of the year, we announced a
majority investment in an e-commerce company primarily
focused on bedding accessories and home textile products that
will expand our addressable market for mattress fabrics. In
our upholstery fabrics business, we have continued to diversify
both our product and customer mix with favorable results, and
we completed an acquisition that will expand our reach in the
growing hospitality market for upholstery fabrics. Importantly,
we have the financial strength to support our strategy and
continue to pursue additional growth opportunities for Culp.

Mattress Fabrics Segment
We delivered another solid sales performance in mattress
fabrics, despite some headwinds late in the fiscal year as
we began to realize the impact of lower-priced imported
mattresses. For fiscal 2018, mattress fabrics sales were $192.6
million, a new record for Culp.

We were pleased to achieve these results during a period of
major transition across all our production facilities. With
the substantial investments and significant changes in our
operations in fiscal 2018, we have enhanced our ability to
serve our customers. Our operating results for the year were
affected by the production disruptions and costs associated
with these changes. However, going forward, we have a
sustainable production and distribution platform that will
favorably position Culp for the long term, especially as market
conditions improve.



Design and innovation continue to distinguish Culp in the
marketplace and remain our top priorities to meet customer
style preferences and changing demand trends. With a full
complement of mattress fabrics and sewn covers across all
price points, we have continued to successfully execute our
product diversification strategy. Our sales for the year reflect
continued growth in CLASS, our mattress cover business.
Importantly, CLASS has allowed us to develop new products
with our existing customers and reach new customers and
additional market segments, especially the boxed bedding
space. Our new joint venture mattress cover production
facility in Haiti complements our existing production capacity
and further enhances our ability to expand our CLASS
business and remain cost competitive. We commenced
production in Haiti during the second quarter of fiscal 2018,
and we have the flexibility to add more capacity as needed to
meet changes in customer demand.

In line with our product diversification strategy, we launched
a new offering of bedding accessories, including mattress pads
and protectors, at the Las Vegas Market in January. This
new product line, being offered directly to bedding accessory
retailers under the brand name “Comfort Supply Company
by Culp”, introduced highly stylized, design-driven products
to the bedding accessories category. We are excited about the
growth potential for this innovative new product line as we
commenced sales in early fiscal 2019.

Following the end of fiscal 2018, we completed a majority
investment in eLuxury, an internet company offering bedding

accessories and home goods direct to consumers. eLuxury’s
primary products include a line of mattress pads manufactured
in Evansville, Indiana, in addition to handmade platform beds,
cotton bed sheets, and other bedding and bath items. Their
products are available on eLuxury’s own branded website,
eLuxury.com, Amazon and other leading online retailers for
specialty home goods.

his strategic investment substantially
expands our addressable market and
provides an exciting new sales channel for
Culp to participate in the rapidly growing
e-commerce direct-to-consumer space.
This business combination brings together
eLuxury’s experience in e-commerce, online
brand building, and direct-to-consumer
shopping and fulfillment expertise with Culp’s extensive global
production, sourcing and distribution capabilities. We also
have an opportunity to market our new products for Comfort
Supply Company by Culp, as well as other finished products
that we may develop, including items made from upholstery
fabrics, through this e commerce platform.

Looking ahead, we believe the investments we have made in our
global platform and our strategic initiatives over the past year
will further enhance our competitive advantage and leadership
position in mattress fabrics. While we expect the soft demand
trends and the impact of lower-priced imported mattresses to
continue to affect our business into the first half of fiscal 2019,
we remain optimistic about our long-term growth prospects.



Upholstery Fabrics Segment

For fiscal 2018, our upholstery fabric sales were $131.1
million, up 10.4 percent over fiscal 2017, reversing multi-
year trends of reduced sales. Throughout the year, we have
pursued a product-driven strategy with a sustained focus on
innovation and creative designs, supported by our substantial
global manufacturing platform. Our design team has done an
outstanding job in keeping pace with current style trends and
meeting the changing demands of our customers.

Our sales performance reflects the strength of our product
mix, led by continued growth in our line of highly durable,
stain-resistant performance fabrics, such as LiveSmart®. In
fiscal 2018, we launched a new website specifically for this
innovative product line along with a more aggressive marketing
campaign, and we remain optimistic about the additional sales

opportunities for Culp.

Notably, we had favorable sales trends in fiscal 2018 with
both our residential and hospitality market customers. As
we continue to diversify our customer base, we have been
seeking the right strategic business opportunity to support
our growing sales of upholstery fabrics designed for the
hospitality market. During the fourth quarter, we completed
the acquisition of Read Window Products, Inc., a source
for custom window treatments and other products for the
hospitality and commercial industries. Based in Knoxville,
Tennessee, Read Window Products is a turn-key provider of
window treatments offering measuring, sourcing, fabrication
and installation services. Adding window treatments to
our product line is a logical step in Culp’s evolution as a
complete source of fabrics for the hospitality market. We
are excited about the potential to leverage Culp’s outstanding
design capabilities, global platform, product innovation and
outstanding customer service with the added expertise of Read
Window Products as we extend our market reach.

Although fiscal 2018 sales were up, our operating results for the
year were lower primarily due to unfavorable currency exchange
rates in China, particularly in the second half of the year.
We have also seen a continued decline in sales for products
manufactured in our U.S.-based operation in Anderson, South
Carolina. For fiscal 2018, products from the Anderson facility
accounted for 6.0 percent of total upholstery fabric sales. With
the declining volumes, this operation reached a level in the
fourth quarter of fiscal 2018 where we determined it is not
sustainable to continue. Therefore, we will be closing the
Anderson facility and expect to cease production by October
30, 2018. During this transition period, we will work closely
with our customers to fulfill any outstanding orders, and we
also intend to develop alternative fabrics supplied from other
Culp locations to ensure their needs are met. We appreciate
the hard work and dedication of our loyal associates and the
community of Anderson for its many years of support for Culp.



Looking ahead, we will continue to pursue our strategy to
diversify both our products and customers and identify new
market opportunities for Culp’s upholstery fabrics. While we
are seeing some overall softness in retail demand for home
furnishings, we believe we are well positioned for the long term.

Balance Sheet

ur results for fiscal 2018 reflect solid execution
of our strategy and our unwavering focus on
sound financial management. We were pleased
to end the year with a strong balance sheet. As
of April 29, 2018, we reported $54.5 million
in cash and investments, slightly higher than
the amount reported at the end of fiscal 2017,
with no outstanding debt. Cash flow from
operations was $27.5 million, compared with $34.1 million
in fiscal 2017. Free cash flow for the year was $13.3 million,
after spending $12.4 million in capital expenditures, including
vendor-financed payments, and making the investment in Haiti.
At the same time, we returned $6.8 million to shareholders in

regular and special dividends.

As we look to fiscal 2019, we expect to return to a maintenance
level of capital expenditures. We have a strong foundation,
and we are well positioned to continue to make the necessary
investments to support our operations and continue to return
funds to our shareholders.

Capital Allocation Strategy

Our capital allocation strategy is fundamental to Culp’s
business and supports our commitment to delivering value to
our shareholders. Our top priority is to fund organic growth
in both of our businesses. In fiscal 2018, we made additional
investments in our mattress fabrics operations as we reached
the end of a multi-year expansion project. Another stated
objective for capital allocation is to seek suitable acquisitions
that add value to our operations and enhance our product mix.
As such, we were pleased to complete the acquisition of Read
Window Products in fiscal 2018 and finalize our investment in
eLuxury following the end of the year. Notably, we closed on
both transactions without incurring any debt.

In line with our commitment to use additional cash for
dividends and share repurchases, commencing in the third
quarter, we raised our quarterly cash dividend from $0.08 to
$0.09 per share, or $0.36 per share on an annualized basis.

We are proud of our dividend history, as we have continued
to increase the quarterly cash dividend every year since we
reinstated dividend payments in 2012. The company did
not repurchase any shares in fiscal 2018, leaving $5.0 million
available under the share repurchase program. Notably, since
June 2011, Culp has returned approximately $57.0 million to
shareholders in the form of regular and special dividends and

share repurchases.

Looking Ahead

We believe our accomplishments over the past year have
enhanced our ability to serve our customers and strengthen
our competitive position. The investments we have made to
improve our global manufacturing capabilities and our strategic
initiatives will support our continued growth, especially as
market conditions improve. We are working hard to integrate
the operations of Read Window Products and eLuxury, and we
are excited about the added value they bring to Culp. We will
continue to leverage our core strengths of design, innovation
and service that are synonymous with the Culp brand in the
marketplace. As always, we are grateful for the opportunity
to serve our valued customers, and we are fortunate to have an
extraordinary team of associates who are dedicated to exceeding
their expectations. We also recognize the outstanding leadership
and valuable support of our management team and board of

directors. Together, we look forward to the opportunities ahead
for Culp.

Finally, we thank our fellow shareholders for the support your
investment provides

Sincerely,

Franklin N. Saxon
President and Chief Executive Officer

2oy (G5

Robert C. Culp, II1
Chairman of the Board
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING INFORMATION

Parts I and II of this report contain “forward-looking statements” within the meaning of the federal
securities laws, including the Private Securities Litigation Reform Act of 1995 (Section 27A of the
Securities Act of 1933 and Section 27A of the Securities and Exchange Act of 1934). Such statements
are inherently subject to risks and uncertainties. Further, forward-looking statements are intended to speak
only as of the date on which they are made, and we disclaim any duty to update or alter such statements
due to new information, future events or otherwise. Forward-looking statements are statements that
include projections, expectations or beliefs about future events or results or otherwise are not statements
of historical fact. Such statements are often but not always characterized by qualifying words such as
“expect,” “believe,” “estimate,” “plan,” “project,” and their derivatives, and include but are not limited to
statements about expectations for our future operations, production levels, sales, profit margins,
profitability, operating income, capital expenditures, working capital levels, income taxes, SG&A or other
expenses, pre-tax income, earnings, cash flow, and other performance measures, as well as any statements
regarding potential acquisitions, future economic or industry trends or future developments. Factors that
could influence the matters discussed in such statements include the level of housing starts and sales of
existing homes, consumer confidence, trends in disposable income, general economic conditions, as well
as our success in finalizing acquisition negotiations and integrating acquired businesses. Decreases in
these economic indicators could have a negative effect on our business and prospects. Likewise, increases
in interest rates, particularly home mortgage rates, and increases in consumer debt or the general rate of
inflation, could affect us adversely. Changes in consumer tastes or preferences toward products not
produced by us could erode demand for our products. Changes in the value of the U.S. dollar versus other
currencies could affect our financial results because a significant portion of our operations are located
outside the United States. Strengthening of the U.S. dollar against other currencies could make our
products less competitive on the basis of price in markets outside the United States and strengthening of
currencies in Canada and China can have a negative impact on our sales in the U.S. of products produced
in those places. Also, economic and political instability in international areas could affect our operations
or sources of goods in those areas, as well as demand for our products in international markets. Further
information about these factors, as well as other factors that could affect our future operations or financial
results and the matters discussed in forward-looking statements are included in the “Risk Factors” section
of this report in Item 1A. A forward-looking statement is neither a prediction nor a guarantee of future
events or circumstances, and those future events or circumstances may not occur.



PART 1

ITEM 1. BUSINESS

Overview

Culp, Inc. manufacturers, sources, and markets mattress fabrics and sewn covers used for
covering mattresses and foundations and other bedding products; and upholstery fabrics,
including cut and sewn kits, primarily used in production of upholstered furniture. The
company competes in a fashion-driven business, and we strive to differentiate ourselves by
placing sustained focus on product innovation and creativity. In addition, Culp places great
emphasis on providing creative designs, along with excellent and dependable service to our
customers. Our focused efforts to protect our financial strength have allowed us to maintain our
position as a financially stable and trusted supplier of innovative fabrics to bedding and
furniture manufacturers.

We believe Culp is the largest producer of mattress fabrics in North America and one of the
largest marketers of upholstery fabrics for furniture in North America, measured by total sales.
We have two operating segments — mattress fabrics and upholstery fabrics. The mattress
fabrics business markets primarily knitted and woven fabrics, and sewn covers made from those
fabrics, which are used in the production of bedding products, including mattresses,
foundations, and mattress sets. The upholstery fabrics business markets a variety of fabric
products that are used principally in the production of residential and commercial upholstered
furniture, including sofas, recliners, chairs, loveseats, sectionals, sofa-beds and office seating,
with the recent addition of window treatment products and installation services.

Culp markets a variety of fabrics in different categories to a global customer base, including
fabrics produced at our manufacturing facilities and fabrics produced by other suppliers. As of
the end of fiscal 2018, we had active production facilities located in North Carolina, Tennessee,
and South Carolina; Quebec, Canada; Shanghai, China; and a joint venture facility in Haiti. We
also source fabrics from other manufacturers, located primarily in China and Turkey, with
almost all of those fabrics produced specifically for Culp and created by Culp designers. We
operate distribution centers in North Carolina, Canada, and China to facilitate distribution of
our products. Over the past decade, the portion of total company sales represented by fabrics
produced outside of the U.S. and Canada has increased, while sales of goods produced in the
U.S. have decreased. This trend is related primarily to the upholstery fabrics segment, where
94% of our sales in fiscal 2018 consisted of fabrics produced in Asia, while the mattress fabrics
business remains mostly based in North America.

Total net sales in fiscal 2018 were $323.7 million. The mattress fabrics segment had net sales of
$192.6 million (60% of total net sales), while the upholstery fabrics segment had net sales of
$131.1 million (40% of total net sales).

During fiscal 2018, both segments continued to build upon strategic initiatives and structural
changes that were implemented over the last several years. A number of steps were taken to
consolidate and streamline operations, while adding capacity where necessary. The flexible
manufacturing and sourcing platform created through these changes has allowed Culp to place a
greater emphasis on product innovation and the introduction of new designs to keep current
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with industry trends. At the same time, it allows us to differentiate our products and respond to
shifting demand trends. These efforts helped lead to an overall increase in net sales during fiscal
2018, even in the face of challenging industry conditions, with both business segments
experiencing higher revenues for the year.

In addition to internal strategic actions, both business segments have made acquisitions to
expand our product offering and enhance our ability to reach new customers and markets. The
upholstery segment acquired Read Window Products, a window treatments company late in
fiscal 2018, providing expanded capacity and additional capabilities for our growing hospitality
business. Since the end of the fiscal year, our mattress fabrics division announced a definitive
agreement to acquire a majority interest in eLuxury, an e-commerce company offering bedding
accessories and home products direct to consumers. These acquisitions represent a continuation
of our efforts to diversify our product offerings and expand the markets into which we sell those
products, as industry demand from our traditional markets has been inconsistent during the past
several years.

We have continued to experience positive responses from customers to our innovative designs
and new products introduced during these years. An increasing percentage of our sales are now
based on new product introductions. In 2018 the mattress fabrics segment launched Comfort
Supply Company by Culp, a new marketing effort focusing on direct sales to retailers and
providing products to the bedding accessories market. The upholstery fabrics segment has
experienced strong demand for its new LiveSmart brand of performance fabrics.

In fiscal 2018, the mattress fabrics segment completed a number of strategic investments in
capital projects and expansion initiatives that have been underway for several years.
Investments have been targeted at expanding capacity, continuing improvements in service
capabilities, maintaining a flexible approach to fabric sourcing, and dealing with challenging
industry conditions. These expenditures included expansion projects to provide increased
manufacturing capacity and more efficient equipment for this segment, following earlier
successful acquisitions. The mattress fabrics segment significantly enhanced its efficiency and
its distribution capabilities in both the U.S. and Canada during early fiscal 2018. This segment
has also continued to expand its design capabilities with additional personnel, product software,
and a new system for cataloguing designs to enhance innovation. Finally, the addition of
eLuxury in fiscal 2019 is expected to expand the addressable market and add an important new
sales channel for the mattress fabrics business.

The upholstery fabrics segment operates on a flexible variable cost model, with most of its
fabrics now sourced in Asia. This division has focused its efforts in recent years on innovation
in its products and exploration of new markets. This strategic focus helped lead to a 10% sales
increase for upholstery fabrics in fiscal 2018, reversing a multi-year trend of sales declines.
The acquisition of Read Window Products is another step in expanding our products and
enhancing our capabilities, building upon an emphasis over the past several years to grow sales
in the hospitality market. Our new line of performance fabrics has continued to perform very
well, adding to our growth in upholstery fabric sales.

Additional information about trends and developments in each of our business segments is
provided in the “Segments” discussion below.



General Information

Culp, Inc. was organized as a North Carolina corporation in 1972 and made its initial public
offering in 1983. Since 1997, our stock has been listed on the New York Stock Exchange and
traded under the symbol “CFI” until July 13, 2017, at which time the Company’s ticker symbol
changed to “CULP.” Our fiscal year is the 52 or 53-week period ending on the Sunday closest
to April 30. Our executive offices are located in High Point, North Carolina. References in this

document to “Culp,” the “company,” 