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Cautionary Notice Regarding Forward-Looking Statements

Certain of the statements made herein under the caption “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and elsewhere, including information incorporated herein by reference to other
documents, are “forward-looking statements” within the meaning of, and subject to the protections of, Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). Forward-looking statements include statements with respect to our beliefs, plans,
objectives, goals, expectations, anticipations, assumptions, estimates, intentions and future performance and involve
known and unknown risks, uncertainties and other factors, many of which may be beyond our control and which may
cause the actual results, performance or achievements of Crown Crafts, Inc. to be materially different from future
results, performance or achievements expressed or implied by such forward-looking statements.

All statements other than statements of historical fact are statements that could be forward-looking statements. You

can identify these forward-looking statements through our use of words such as “may,” “anticipate,” “assume,” “should,”
“indicate,” “would,” “believe,” “contemplate,” “expect,” “estimate,” “continue,” “plan,” “point to,” “project,” “predict,
“potential” and other similar words and expressions of the future. These forward-looking statements may not be realized
due to a variety of factors, including, without limitation, those described in Part I, Item 1A. “Risk Factors,” and
elsewhere in this report and those described from time to time in our future reports filed with the Securities and
Exchange Commission (the “SEC”) under the Exchange Act.
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All written or oral forward-looking statements that are made by or are attributable to us are expressly qualified in their
entirety by this cautionary notice. Our forward-looking statements apply only as of the date of this report or the
respective date of the document from which they are incorporated herein by reference. We have no obligation and do
not undertake to update, revise or correct any of the forward-looking statements after the date of this report, or after
the respective dates on which such statements otherwise are made, whether as a result of new information, future
events or otherwise.

PART 1

ITEM 1. Business

Description of Business
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Crown Crafts, Inc. (the “Company”) operates indirectly through its wholly-owned subsidiaries, Crown Crafts Infant
Products, Inc. (“CCIP”) and Hamco, Inc., in the infant and toddler products segment within the consumer products
industry. The infant and toddler segment consists of infant and toddler bedding and blankets, bibs, soft bath products,
disposable products and accessories. Sales of the Company’s products are generally made directly to retailers, which
are primarily mass merchants, mid-tier retailers, juvenile specialty stores, value channel stores, grocery and drug
stores, restaurants, internet accounts and wholesale clubs. The Company’s products are manufactured primarily in Asia
and marketed under a variety of Company-owned trademarks, under trademarks licensed from others and as private
label goods.

The Company's fiscal year ends on the Sunday nearest to or on March 31. References herein to “fiscal year 2013” or
“2013” and “fiscal year 2012” or “2012” represent the 52-week periods ended March 31, 2013 and April 1, 2012,
respectively.

Products

The Company's primary focus is on infant, toddler and juvenile products, including the following:

crib and toddler bedding

blankets

nursery accessories

room décor

nap mats

disposable and reusable bibs and floor mats
burp cloths

hooded bath towels and washcloths
disposable placemats, cup labels, toilet seat covers and changing mats
pet beds and blankets

other infant, toddler and juvenile soft goods
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Government Regulation and Environmental Control

The Company is subject to various federal, state and local environmental laws and regulations, which regulate, among
other things, product safety and the discharge, storage, handling and disposal of a variety of substances and wastes,
and to laws and regulations relating to employee safety and health, principally the Occupational Safety and Health
Administration Act and regulations thereunder. The Company believes that it currently complies in all material
respects with applicable environmental, health and safety laws and regulations and that future compliance with such
existing laws or regulations will not have a material adverse effect on its capital expenditures, earnings or competitive
position. However, there is no assurance that such requirements will not become more stringent in the future or that
the Company will not have to incur significant costs to comply with such requirements.

Sales and Marketing

The Company’s products are marketed through a national sales force consisting of salaried sales executives and
employees located in Compton, California; Gonzales, Louisiana; and Rogers, Arkansas. Products are also marketed by
independent commissioned sales representatives located throughout the United States. Sales outside the United States
are made primarily through distributors.

Substantially all products are sold to retailers for resale to consumers. The Company's subsidiaries introduce new
products throughout the year and participate at the ABC Kids Expo, the National Restaurant Association Restaurant,
Hotel-Motel Show, the SuperZoo Expo, the Global Pet Expo and the General Merchandising and Health Beauty
Wellness Conferences presented by the Global Market Development Center.

Product Sourcing

The Company's products are produced by foreign and domestic manufacturers, with the largest concentration being in
China. The Company makes sourcing decisions on the basis of quality, timeliness of delivery and price, including the
impact of ocean freight and duties. Although the Company maintains relationships with a limited number of suppliers,
the Company believes that its products may be readily manufactured by several alternative sources in quantities
sufficient to meet the Company's requirements. The Company’s management and quality assurance personnel visit the
third-party facilities regularly to monitor and audit product quality and to ensure compliance with labor requirements
and social and environmental standards. In addition, the Company closely monitors the currency exchange rate. The
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impact of future fluctuations in the exchange rate or changes in safeguards cannot be predicted with certainty at this
time.

The Company maintains a foreign representative office located in Shanghai, China, which is responsible for the
coordination of production, purchases and shipments, seeking out new vendors and overseeing inspections for social
compliance and quality.

The Company’s products are warehoused and distributed from a facility located in Compton, California.

Product Design and Styling

The Company believes that its creative team is one of its key strengths. The Company’s product designs are both
created internally and obtained from numerous additional sources, including independent artists, decorative fabric
manufacturers and apparel designers. Ideas for product design creations are drawn from various sources and are
reviewed and modified by the design staff to ensure consistency within the Company’s existing product offerings and
the themes and images associated with such existing products. In order to respond effectively to changing consumer
preferences, the Company’s designers and stylists attempt to stay abreast of emerging lifestyle trends in color, fashion
and design. When designing products under the Company’s various licensed brands, the Company’s designers
coordinate their efforts with the licensors’ design teams to provide for a more fluid design approval process and to
effectively incorporate the image of the licensed brand into the product. The Company’s designs include traditional,
contemporary, textured and whimsical patterns across a broad spectrum of retail price points. Utilizing state of the art
computer technology, the Company continually develops new designs throughout the year for all of its product
groups. This continual development cycle affords the Company design flexibility, multiple opportunities to present
new products to customers and the ability to provide timely responses to customer demands and changing market
trends. The Company also creates designs for exclusive sale by certain of its customers under the Company’s brands,
as well as the customers’ private label brands.
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Competition

The infant and toddler consumer products industry is highly competitive. The Company competes with a variety of
distributors and manufacturers (both branded and private label), including large infant and juvenile product companies
and specialty infant and juvenile product manufacturers, on the basis of quality, design, price, brand name recognition,
service and packaging. The Company’s ability to compete depends principally on styling, price, service to the retailer
and continued high regard for the Company’s products and trade names.

Customers

The Company's customers consist principally of mass merchants, mid-tier retailers, juvenile specialty stores, value
channel stores, grocery and drug stores, restaurants, internet accounts and wholesale clubs. The Company does not
enter into long-term or other purchase agreements with its customers. The table below sets forth those customers that
represented at least 10% of the Company’s gross sales in fiscal years 2013 and 2012.

Fiscal
Year
20132012

Wal-Mart Stores, Inc. 38% 34%
Toys R Us 17% 22%
Target Corporation  10% 12%

Seasonality and Inventory Management

There are no significant variations in the seasonal demand for the Company’s products from year to year. Sales are
generally higher in periods when customers take initial shipments of new products, as these orders typically include
enough products for initial sets for each store and additional quantities for the customer’s distribution centers. The
timing of these initial shipments varies by customer and depends on when the customer finalizes store layouts for the
upcoming year and whether the customer has any mid-year introductions of products. Sales may also be higher or
lower, as the case may be, in periods when customers are restricting internal inventory levels. Consistent with the
expected introduction of specific product offerings, the Company carries necessary levels of inventory to meet the
anticipated delivery requirements of its customers. Customer returns of merchandise shipped are historically less than

9
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1% of gross sales.

Trademarks, Copyrights and Patents

The Company considers its intellectual property to be of material importance to its business. Sales of products
marketed under the Company’s trademarks, primarily NoJo® and Neat Solutions®, accounted for 28% and 26% of the
Company’s total gross sales during fiscal years 2013 and 2012, respectively. Protection for these trademarks is
obtained through domestic and foreign registrations. The Company also markets designs which are subject to
copyrights and design patents owned by the Company.

Employees

At May 31, 2013, the Company had approximately 145 employees, none of whom is represented by a labor union or is
otherwise a party to a collective bargaining agreement. The Company attracts and maintains qualified personnel by
paying competitive salaries and benefits and offering opportunities for advancement. The Company considers its
relationship with its employees to be good.

International Sales

Sales to customers in countries other than the United States represented 2% of the Company’s gross sales in each of
fiscal years 2013 and 2012. International sales are based upon the location that predominately represents the final
destination of the products delivered to the Company’s customers.

10
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Licensed Products

Certain products are manufactured and sold pursuant to licensing agreements for trademarks. Also, many of the
designs used by the Company are copyrighted by other parties, including trademark licensors, and are available to the
Company through copyright license agreements. The licensing agreements are generally for an initial term of one to
three years and may or may not be subject to renewal or extension. Sales of licensed products represented 55% of the
Company’s gross sales in fiscal year 2013, which included 38% of sales under the Company's license agreements with
affiliated companies of The Walt Disney Company (“Disney”). The table below sets forth the Company’s license
agreements with Disney as of May 31, 2013.

License Agreement Expiration

Infant Bedding and Décor December 31, 2015
Toddler Bedding December 31, 2013
Disposable Products December 31, 2013

ITEM 1A. Risk Factors

The following risk factors as well as the other information contained in this report and other filings made by the
Company with the SEC should be considered in evaluating the Company’s business. Additional risks and uncertainties
not presently known to us or that we currently consider immaterial may also impair our business operations. If any of
the following risks actually occur, operating results may be affected in future periods.

The loss of one or more of the Company’s key customers could result in a material loss of revenues.

The Company’s top three customers represented approximately 65% of gross sales in fiscal year 2013. Although the
Company does not enter into contracts with its key customers, it expects them to continue to be a significant portion of
its gross sales in the future. The loss of one or more of these customers could result in a material decrease in the
Company’s revenue and operating income.

11
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The Company’s business is impacted by general economic conditions and related uncertainties affecting
markets in which the Company operates.

Economic conditions, including the availability of credit and the possibility of a global recession, could adversely
impact the Company’s business. These conditions could result in reduced demand for some of the Company’s products,
increased order cancellations and returns, an increased risk of excess and obsolete inventories and increased pressure

on the prices of the Company’s products. Also, although the Company’s use of a commercial factor significantly
reduces the risk associated with collecting accounts receivable, the factor may at any time terminate or limit its

approval of shipments to a particular customer, and the likelihood of the factor doing so may increase due to a change
in economic conditions. Such an action by the factor could result in the loss of future sales to the affected customer.

The loss of one or more of the Company’s licenses could result in a material loss of revenues.

Sales of licensed products represented 55% of the Company’s gross sales in fiscal year 2013, which included 38% of
sales associated with the Company’s license agreements with Disney. The Company could experience a material loss
of revenues if it is unable to renew its major license agreements or obtain new licenses.

The Company’s inability to anticipate and respond to consumers’ tastes and preferences could adversely affect
the Company’s revenues.

Sales are driven by consumer demand for the Company’s products. There can be no assurance that the demand for the
Company’s products will not decline or that the Company will be able to anticipate and respond to changes in demand.
The Company’s failure to adapt to these changes could lead to lower sales and excess inventory, which could have a
material adverse effect on the Company’s financial condition and operating results.

12
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Customer pricing pressures could result in lower selling prices, which could negatively affect the Company’s
operating results.

The Company’s customers could place pressure on the Company to reduce the prices of its products. The Company
continuously strives to stay ahead of its competition in sourcing, which allows the Company to obtain lower cost
products while maintaining high standards for quality. There can be no assurance that the Company could respond to a
decrease in sales prices by proportionately reducing its costs, which could adversely affect the Company’s operating
results.

The strength of the Company’s competitors may impact the Company’s ability to maintain and grow its sales,
which could decrease the Company’s revenues.

The infant and toddler consumer products industry is highly competitive. The Company competes with a variety of
distributors and manufacturers, both branded and private label. The Company’s ability to compete successfully
depends principally on styling, price, service to the retailer and continued high regard for the Company’s products and
trade names. Several of these competitors are larger than the Company and have greater financial resources than the
Company. Increased competition could result in a material decrease in the Company’s revenues.

Economic conditions could result in an increase in the amounts paid for the Company’s products.

Significant increases in the price of raw materials that are components of the Company’s products, including cotton, oil
and labor, could adversely affect the amounts that the Company must pay its suppliers for its finished goods. If the
Company is unable to pass these cost increases along to its customers, its profitability could be adversely affected.

Currency exchange rate fluctuations and other supplier-related risks could increase the Company’s expenses.

The Company’s products are manufactured by foreign contract manufacturers, with the largest concentration being in
China. Difficulties encountered by these suppliers, such as fire, accident, natural disasters, outbreaks of contagious
diseases or economic and political instability, could halt or disrupt production of the Company’s products. Also,
restrictive actions by foreign governments, a strengthening of the Chinese currency versus the U.S. dollar or changes
in import duties or import or export restrictions could increase the prices at which the Company purchases finished
goods. If the Company is unable to pass these cost increases along to its customers, its profitability could be adversely
affected.

13
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Changes in international trade regulations and other risks associated with foreign trade could adversely affect
the Company’s sourcing.

The Company sources its products primarily from foreign contract manufacturers, with the largest concentration being
in China. The adoption of regulations related to the importation of product, including quotas, duties, taxes and other
charges or restrictions on imported goods, and changes in U.S. customs procedures could result in an increase in the
cost of the Company’s products. Delays in customs clearance of goods or the disruption of international transportation
lines used by the Company could result in the Company being unable to deliver goods to customers in a timely
manner or the potential loss of sales altogether.

The Company’s ability to comply with its credit facility is subject to future performance and other factors.

The Company’s ability to make required payments of principal and interest on its debts, to refinance its maturing
indebtedness, to fund capital expenditures or to comply with its debt covenants will depend upon future performance.
The Company’s future performance is, to a certain extent, subject to general economic, financial, competitive,
legislative, regulatory and other factors beyond its control. The breach of any of these covenants could result in a
default under the Company’s credit facility. Upon the occurrence of an event of default, the Company’s lender could
make an immediate demand of the amount outstanding under the credit facility. If a default was to occur and such a
demand was to be made, there can be no assurance that the Company’s assets would be sufficient to repay the
indebtedness in full.

The Company’s sourcing and marketing operations in foreign countries are subject to anti-corruption laws.

The Company’s foreign operations are subject to laws prohibiting improper payments and bribery, including the U.S.
Foreign Corrupt Practices Act and similar laws and regulations in foreign jurisdictions, which apply to the Company’s
directors, officers, employees and agents acting on behalf of the Company. Failure to comply with these laws could
result in damage to the Company’s reputation, a diversion of management’s attention from its business, increased legal
and investigative costs, and civil and criminal penalties, any or all of which could adversely affect the Company’s
operating results.

14
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Recalls or product liability claims could increase costs or reduce sales.

The Company must comply with the Consumer Product Safety Improvement Act, which imposes strict standards to
protect children from potentially harmful products and which requires that the Company’s products be tested to ensure
that they are within acceptable levels for lead and phthalates. The Company must also comply with related regulations
developed by the Consumer Product Safety Commission and similar state regulatory authorities. The Company’s
products could be subject to involuntary recalls and other actions by these authorities, and concerns about product
safety may lead the Company to voluntarily recall, accept returns or discontinue the sale of select products. Product
liability claims could exceed or fall outside the scope of the Company’s insurance coverage. Recalls or product liability
claims could result in decreased consumer demand for the Company’s products, damage to the Company’s reputation, a
diversion of management’s attention from its business, and increased customer service and support costs, any or all of
which could adversely affect the Company’s operating results.

The Company’s debt covenants may affect its liquidity or limit its ability to pursue acquisitions, incur debt,
make investments, sell assets or complete other significant transactions.

The Company’s credit facility contains usual and customary covenants regarding significant transactions,
including restrictions on other indebtedness, liens, transfers of assets, investments and acquisitions, merger or
consolidation transactions, transactions with affiliates and changes in or amendments to the organizational documents
for the Company and its subsidiaries. Unless waived by the Company’s lender, these covenants could limit the
Company’s ability to pursue opportunities to expand its business operations, respond to changes in business and
economic conditions and obtain additional financing, or otherwise engage in transactions that the Company considers
beneficial.

The Company’s success is dependent upon retaining key management personnel.

The Company’s ability to retain qualified executive management and other key personnel is vital to the Company’s
success. If the Company were unable to retain or attract qualified individuals, the Company’s growth and operating
results could be materially impacted.

A stockholder could lose all or a portion of his or her investment in the Company.

The Company’s common stock has historically experienced a degree of price variability, and the price could be subject
to rapid and substantial fluctuations. The Company’s common stock has also historically been thinly traded, a
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circumstance that exists when there is a relatively small volume of buy and sell orders for the Company’s common
stock at any given point in time. In such situations, a stockholder may be unable to liquidate his or her position in the
Company’s common stock at the desired price. Also, as an equity investment, a stockholder’s investment in the
Company is subordinate to the interests of the Company’s creditors, and a stockholder could lose all or a substantial
portion of his or her investment in the Company in the event of a voluntary or involuntary bankruptcy filing or
liquidation.

ITEM 2. Properties

The Company's headquarters are located in Gonzales, Louisiana. The Company rents 17,761 square feet at this
location under a lease that expires January 31, 2015. Management believes that its properties are suitable for the
purposes for which they are used, are in generally good condition and provide adequate capacity for current and
anticipated future operations. The Company's business is somewhat seasonal so that during certain times of the year
these facilities are fully utilized, while at other times of the year the Company has excess capacity in these facilities.
The table below sets forth certain information regarding the Company's principal real property as of May 31, 2013:

Approximate Owned/
Location Use Square Feet Leased
Gonzales, Louisiana Administrative and sales office 17,761 Leased
Compton, California Offices, warehouse and distribution center 157,400 Leased
Los Angeles County, California Unused — currently being sub-leased 55,104 Leased
Rogers, Arkansas Sales office 1,625 Leased
Shanghai, People’s Republic of China Office 1,550 Leased
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ITEM 3. Legal Proceedings

BreathableBaby, LLC (“BreathableBaby”) filed a complaint against the Company and CCIP on January 11, 2012 in the
United States District Court for the District of Minnesota, alleging that CCIP’s mesh crib liner infringes
BreathableBaby’s patent rights relating to its air permeable infant bedding technology. The Company believes that it
has meritorious defenses to the claims asserted in the complaint, and the Company intends to defend itself vigorously
against all such claims. The Company and CCIP filed a motion for summary judgment of non-infringement on May

14, 2012. On July 25, 2012, the Court entered an order denying that motion without prejudice to refiling it at the close
of discovery. In doing so, the Court did not rule on the merits of the Company’s motion, but instead determined that
further discovery was required before a motion for summary judgment could be decided. Discovery accordingly was
resumed and remained ongoing as of May 31, 2013.

On March 27, 2013, an alleged California purchaser of a CCIP bedding set filed a complaint against the Company and
CCIP in the Superior Court for the County of Riverside, California, purportedly on behalf of herself and similarly
situated California consumers. The complaint generally alleges that CCIP’s crib bumper products put children at risk of
suffocation or crib death and that the Company and CCIP concealed and failed to disclose these purported risks
through allegedly false and misleading advertising and product packaging. The complaint does not allege that any
child has actually been harmed by these products. The complaint alleges violations of various consumer protection
laws in California. The purported class is defined in the complaint as “All California consumers who, within the
applicable statute of limitations, purchased a Crown Craft [sic] crib bumper, either alone or as part of a bedding set.”
The complaint seeks damages for the purported class in an unspecified amount, injunctive relief, restitution and
disgorgement of all monies acquired by the Company and CCIP by means of any act or pr