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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark
One)

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

For the fiscal year ended June 30, 2013

or

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

Commission File Number 0-19658

Tuesday Morning Corporation

(Exact name of registrant as specified in its arart

Delaware 75-2398532
(State or other jurisdiction « (I.LR.S. Employer
incorporation or organizatio Identification No.)

6250 LBJ Freeway
Dallas, Texas 75240
(972) 387-3562
(Address, zip code and telephone number, includieg codt

of registrant's principal executive office

Securities registered pursuant to SectR(b) of the Act:

Title of each class Name of each exchange on which registert

Common Stock, $0.01 par value per s The NASDAQ Stock Market LL(

Securities registered pursuant to SectR(g) of the ActNone



Indicate by check mark if the registranaiwell-known seasoned issuer, as defined in Ribeof the Securities Act. YeEl No
Indicate by check mark if the registremnot required to file reports pursuant to SectiBror Section 15(d) of the Act. Ydd No

Indicate by check mark whether the regidt(1) has filed all reports required to be fimdSection 13 or 15(d) of the Securities Exche
Act of 1934 during the preceding 12 months (ordiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastégs. Yeslxl No O

Indicate by check mark whether the regidthas submitted electronically and posted ocdtporate Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 Regulation S-T during the precedidgnonths (or for such shorter period
that the registrant was required to submit and pash files). Yesx No O

Indicate by check mark if disclosure ofimiguent filers pursuant to Item 405 of Regulati#iK is not contained herein, and will not be
contained, to the best of registrant's knowledgeleffinitive proxy or information statements incorated by reference in Part 11l of this
Form 10-K or any amendment of this Form 10-KIxI

Indicate by check mark whether the regittis a large accelerated filer, an accelerated & non-accelerated filer, or a smaller repgrtin
company. See definitions of "large accelerated,filaccelerated filer," and "smaller reporting quemny" in Rule 12b-2 of the Exchange Act.

Large accelerated fileEl Accelerated filerxl Non-accelerated fileE] Smaller reporting companigd

(Do not check if a
smaller reporting compan’

Indicate by check mark whether the regitis a shell company (as defined in Rule 12b-thefAct). Yes No

The aggregate market value of shareseofdpistrant's common stock held by non-affiliatkthe registrant at December 31, 2012 was
approximately $172,139,319 based upon the closifgymice on the Nasdag Global Select Market repldidr such date.

As of the close of business on August2®d,3, there were 42,839,861 outstanding shardseakgistrant's common stock.
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Cautionary Statement Regarding Forward-Looking Staements

This Form 10-K contains forwarlboking statements within the meaning of the feldereurities laws and the Private Securities Litiga
Reform Act of 1995, which are based on managema&ntent expectations, estimates and projectioh&s€ statements may be fol
throughout this Form 1@, particularly under the headings "Business" athagement's Discussion and Analysis of Financ@idition anc
Results of Operation," among others. Forw-looking statements typically are identified by tlse of terms such as "may," "will," "should,"
"expect,” "anticipate,” "believe," "estimate," "antid" and similar words, although some forward-lomkstatements are expressed differently.
You should consider statements that contain thesdsacarefully because they describe our expeatatiplans, strategies and goals and our
beliefs concerning future business conditions,fature results of operations, our future finangoasitions, and our business outlook or state
other "forward-looking" information.

The factors listed below under the heading "Ris&t&is" and in other sections of this Form 10-K pdevexamples of risks, uncertainties
and events that could cause our actual resultsfferdmaterially from the expectations expressedin forward-looking statements. These
risks, uncertainties and events also include, batreot limited to, the following:

. our ability to successfully implement our busindsgelopment strategies;

. changes in economic and political conditions whitdly adversely affect consumer spending;

. our failure to identify and respond to changesamsumer trends and preferences;

. our ability to continuously attract buying opporities for closeout merchandise and anticipate comsudemand;
. our ability to successfully manage our inventorjabaes;

. loss of or disruption in our centralized distribomi center;

. loss or departure of one or more members of ouiosenanagement or other key management employees;

. increased or new competition;

. our ability to successfully execute our strategpméning new stores and relocating or expandingtig stores;

. increases in fuel prices and changes in transp@naindustry regulations or conditions;

. our ability to generate strong cash flows from ag&ms and to continue to access credit markets;

. increases in the cost or a disruption in the flodwoor imported products;

. the success of our marketing, advertising and ptamnal efforts;

. our ability to attract and retain quality salesstlibution center and other associates in large bers, as well as, experienced

buying and management personnel;

. seasonal and quarterly fluctuations;

. our ability to maintain and protect our informatidé@chnology systems and technologies;

. our ability to comply with various government regfidns;

. our ability to manage litigation risks from our ¢omers, employees and other third parties;
. our ability to manage risks associated with prodiadility claims and product recalls;

. the impact of adverse local conditions, naturabgters and other events; and

. our ability to manage the negative effects of inegnshrinkage.
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The forward-looking statements made in this ForrKli@late only to events as of the date on whiehstiatements are made. Except as
may be required by law, we undertake no obligatmaopdate any forward-looking statements to reflants or circumstances after the date
on which the statements were made or to reflecoticarrence of unanticipated events. Investorscargioned not to place undue reliance on
any forward-looking statements.

The terms "Tuesday Morning," "the Company," "w&$," and "our" as used in this Form 10-K refer toefday Morning Corporation
and its subsidiaries.
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PART |
ltem 1. Business
Business Overview

We are a leading closeout retailer of ulgsdacorative home accessories, housewares, ségsoas and famous-maker gifts in the
United States. We opened our first store in 19 tlaperated 828 stores in 43 states as of Juned3B, Pur stores have periodic advertised
events that occur in each month.

We sell first quality, upscale home furnigs, housewares, gifts and other related itemsd\ieot sell seconds, irregulars, refurbished o
factory rejects. Our merchandise primarily considtemps, rugs, furniture, kitchen accessoriesalsalectronics, gourmet housewares, linens
luggage, bedroom and bathroom accessories, toypreducts, stationary and silk plants as wellrgstal, collectibles, silver serving pieces,
children's apparel and accessories. We specializell-recognized, first quality, brand name meratiae, which has included Viking and
Calphalon cookware, Breville, KitchenAid and Cuainappliances, Peacock Alley and Sferra linenshigel Kors bath towels, Travel Pro
luggage, Reed and Barton flatware, Lenox and Dealbletop, Waterford and Riedel crystal, Steinbawth ldummel collectibles, Madame
Alexander dolls, Royal Doulton and Wedgwood chind giftware, Couristan rugs and many others.

We believe that our well recognized, fosality brand name merchandise and value-basemgti@ve enabled us to establish and
maintain strong customer loyalty. We differ fronhet discount retailers in that we do not stock icauing lines of merchandise. Because we
offer a continuity of merchandise categories withrechanging individual product offerings, we pmeiour customers a higher proportion of
new merchandise items than general merchandisersaré/continually looking to add new complementagychandise categories that appeal
to our customers. Our customers, who are predortynaomen from middle to upper-income households,t@and savvy, value-conscious
customers seeking quality products at discounimyidNVhile we offer our customers consistent menclise categories, each monthly event
features limited quantities of new and appealiradpcts within these categories, creating a "treabunt” atmosphere in our stores.

We believe that our customers are attrattedir stores not by location, but because oflimited quantities of first quality, brand name
merchandise which we offer at attractive prices: §ares operate in secondary locations of majbuian markets, such as strip malls, near
our middle and upper-income customers. We are génable to obtain favorable lease terms beca@isecflexibility regarding site selection
and our "no frills" format, allowing us to use adwivariety of space configurations. We operateboiginess as a single operating segment.

Business Strategy

During the latter part of the 2012 calengizarr we began a transformation in our companydierto regain our identity as a leader in off-
price retail. As part of the initial stages durthis turnaround period we have taken specific stepsiprove our inventory management
process, sourcing of inventory and our customer&adre experience.

Throughout our turnaround our focus willdmntinued improvement of merchandise assortméitiemt supply chain, store demograpt
and an improved infrastructure. We believe thatem build on our good hame and solid history tosjgl® an improved value proposition to
our customers. In June 2013, we decided to distoatbur e-commerce platform which will enable ufottus exclusively on our stores.
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Competition & Seasonality

We believe the principal factors by which eompete are brand names, price and breadth d@igirofferings. Our prices are generally
below department and specialty store prices andfiee a broad assortment of high-end, first qualisand name merchandise. We currently
compete against a diverse group of retailers, dioludepartment and discount stores, specialtpnerterce and catalog retailers and mass
merchants, which sell, among other products, ham@shings, housewares and related products. Viecal®ipete in particular markets with a
substantial number of retailers that specializeria or more types of home furnishing products wesell. Some of these competitors have
substantially greater financial resources that maypng other things, increase their ability to pase inventory at lower costs or to initiate .
sustain aggressive price competition.

Our business is subject to seasonalityh wihigher level of our net sales and operatingrire generated during the quarter ending
December 31, which includes the holiday shoppiragse. Net sales in the quarters ended Decemb@032, 2011, and 2010 accounted for
approximately 34%, 34%, and 34% of our annual akssfor the 2013, 2012, and 2011 fiscal yearpems/ely. Operating income for the
quarters ended December 31, 2012, 2011, and 26d&6yiated for approximately 40%, 343%, and 157%peesvely, of our annual operating
income for such fiscal years.

Working Capital Items

Because of the seasonal nature of our bssjrour working capital needs are greater in thitihs leading up to our peak sales period 1
Thanksgiving to the end of December. The increaseorking capital needs during this time is typigdinanced with cash flow provided by
operations and short-term borrowings. Additiondhads are provided in the Liquidity and Capital Besces section in Iltem 7, Management's
Discussion and Analysis of Financial Condition &weksults of Operations.

Inventory is the largest asset on our ldasheet. Efficient inventory management is a keymonent of our business success and
profitability. To be successful, we must maintairffisient inventory levels to meet our customeesrénds while keeping the inventory
productive and turning the inventory appropriatelyptimize profitability.

Purchasing

We provide an outlet for manufacturers atiger sources looking for effective ways to redexeess inventory resulting from order
cancellations by retailers, manufacturing overrimaskruptcies and excess capacity. Since our ilmgptie have not experienced significant
difficulty in obtaining first quality, brand naméoseout merchandise in adequate volumes and atetdive prices. We utilize a mix of both
domestic and international suppliers. We pay oppBers timely and generally do not request spamakideration for markdowns, advertising
or returns. During fiscal 2013, our top ten vendmrsounted for approximately 11% of total purchasgih no single vendor accounting for
more than 2.4% of total purchases.

Low Cost Operations

Our Company operates with a low cost stmgcin comparison to many other retailers. We ptreat emphasis on expense management
throughout the Company. Our stores have a "na'frilrmat and we are flexible in our site selecfivorder to maintain favorable lease terms.

Customer Shopping Experience

While we offer a "no frills" format in ostores, we are in the process of reorganizing &ahing our stores to enhance our customer's
shopping experience. We are also upgrading our cash
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registers to facilitate a quicker and easier custoexperience at checkout. We offer a flexiblemefaolicy and we accept all major payment
methods including cash, checks and all major ciedis.

Distribution

We operate a 1.4 million square foot disttion center in Dallas, Texas which services i stores throughout the United States. We
shipped approximately 87 million units to our stodairing fiscal year 2013.

Pricing

Our pricing policy is to sell merchandisgnsficantly below retail prices generally chargegldepartment and specialty stores. Prices are
determined centrally and are uniform at all of stares. Once a price is determined for a partiatgan, labels displaying twtiered pricing art
affixed to the product. A typical price tag dispday competitor's "regular” price, and our closgwige. Our management and buyers verify
retail prices by reviewing prices published in atigements and catalogues and manufacturers' siegigesail price lists and by visiting
department or specialty stores selling similar rhandise. Our information systems provide daily saled inventory information, which
enables us to evaluate and adjust prices on unsaeidhandise on a timely and periodic basis astdittay sales volumes and incoming
purchases, thereby managing our inventory levels.

Employees

As of June 30, 2013, we employed 2,394grey®n a full-time basis and 7,362 persons on tatipae basis. Our employees are not
represented by any labor unions. We have not expesid any work stoppage due to labor disagreemamdsye believe that our employee
relations are strong.

Trademarks and Tradenames

The tradename "Tuesday Morning" is matadalur business. We have registered the name tayddorning" as a service mark with the
United States Patent and Trademark office. We his@registered other trademarks including "Clodimge®" and "eTreasures®". Solely for
convenience, trademarks and trade names referiadhs Form 10-K may appear without the ®Bsymbols, but such references are not
intended to indicate, in any way, that we will mgsert, to the fullest extend under applicable taw rights, or the rights of the applicable
licensor to these trademarks and trade names.

Corporate Information

Tuesday Morning Corporation is a Delawargoration incorporated in 1991. Our principal axéce offices are located at 6250 LBJ
Freeway, Dallas, Texas 75240, and our telephonéauin (972) 387-3562.

We maintain a websitewatvw.tuesdaymorning.conCopies of our Annual Reports on Form 10-K, QuértBeports on Form 10-Q,
Current Reports on Form 8-K and any amendmentsdio seports filed with, or furnished to, the Setiesi and Exchange Commission (the
"SEC") are available free of charge on our intemelsite under the Investor Relations section aa 88 reasonably practicable after we
electronically file such reports and amendmentg wdt furnish them to, the SEC.

The reports we file or furnish to the SE@ynbe read and copied at the SEC's Public Refefieaom at 100 F Street, NE, Washington,
D.C. 20549. Information on the operation of the IRuReference Room may be obtained by calling tBE &t 1-800-SEC-0330. In addition,
the SEC maintains a websiteww.sec.goy which contains the reports, proxy and informastatements and other information which we file
with, or furnish to, the SEC.
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Stores and Store Operations

Store Locations. As of June 30, 2013, we operated 828 storéweiffiollowing 43 states:

State # of Stores State # of Stores
Alabama 22 Montana 1
Arizona 22 Nebraske 4
Arkansas 14 Nevada 7
California 82 New Hampshire 1
Colorado 24 New Jerse! 11
Delaware 2 New Mexico 8
Florida 65 New York 15
Georgia 34 North Caroline 34
Idaho 5 North Dakote 1
Illinois 29 Ohio 26
Indiana 14 Oklahomsa 12
lowa 5 Oregon 12
Kansas 11 Pennsylvanii 23
Kentucky 13 South Caroling 23
Louisiana 19 South Dakot: 1
Maine 1 Tennesse 21
Maryland 22 Texas 10¢
Massachusett 3 Utah 8
Michigan 12 Virginia 38
Minnesota 11 Washingtor 17
Mississippi 1€ Wisconsin 1C
Missouri 2C

Site Selection. We continually evaluate our current store Has@otential enhancement or relocation of ourestocations. As a result
of this ongoing evaluation, we intend to pursueaattve relocation opportunities in our existingrstbase, close certain stores by allowing
leases to expire for underperforming stores or wiadternative locations in similar trade areasrmteavailable at acceptable lease rates, and,
when appropriate, open new stores. For both nesestnd relocations, we negotiate for upgraded.ditee believe that this strategy will better
position us for long-term profitable growth. We expour new and relocated stores to be similappearance and operation compared to our
existing stores and do not anticipate difficultyideating additional store locations in areas weitin target customer demographics.

Store Leases. Except for one store adjacent to our distrimutienter, we lease our store locations under aonetable operating leases
that include optional renewal periods. Some ofleases also provide for contingent rent based spae sales exceeding stipulated amounts.

Our store leases typically include "kickudes," which allow us, at our option, to exitdeese with no penalty 24 to 36 months after
entering into the lease if store sales do not reastipulated amount stated in the lease. Thegeclatises, when combined with our inexpen
and portable store fixtures provide us with flekipiin opening new stores and relocating exisstgres by allowing us to quickly and cost-
effectively vacate a site that does not meet ol@ssexpectations. As a result, we generally doopetate locations with continued store-level
operating losses.

Store Layout. Our opportunistic site selection and "no ftidgproach to presenting merchandise allow us ¢causide variety of space
configurations. The size of our stores ranges fapproximately 5,000 to 31,800 square feet, avegagma per store basis approximately
10,500 square feet as of June 30, 2013. We havgndelsour stores to be functional, with less emjshalaced upon fixtures
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and leasehold aesthetics. We display all mercharmigype and size on racks or counters while raaiimtg minimum inventory in our
stockrooms.

Store Operations. Our stores are generally open seven days a,w&ekiding certain holidays. Currently, our stoaes closed, on
average, 48 hours during the months of Januandalydas we conduct physical inventories at allestocations. We continue to maintain the
frequency of shipments of merchandise during ountirlg events which results in improved efficiendyreceiving and restocking activities at
our stores. We attempt to align our part-time aisges' labor hours in the stores closely with aureistomer demand. We are evaluating
improved processes around inventory managemenidimg) those aspects around physical counts aniihtiveg of such counts.

Store Management. Each store has a manager who is responsibtedauiting, training and supervising store persramd assuring
that the store is managed in accordance with dabkshed guidelines and procedures. Store managerfsill-time employees. Our store
managers are supported by district and regional lmwpport. Store managers are responsible foewéng store inventory and ensuring their
store is continually stocked for both advertised aan-advertised events. The store manager iseggigmarily by part-time employees who
generally serve as assistant managers, cashieraemwith merchandise stocking efforts. Membdrsur management visit selected stores
during sales event and non-sales event periods/tew inventory levels and presentation, persopadgiormance, expense controls, security
and adherence to our policies and procedures.ditiad, district and regional field managers peibadly meet with senior management to
review store policies and discuss purchasing, nagrdising and advertising and other operationakissu

Item 1A. Risk Factors

Our business is subject to significantsjgkcluding the risks and uncertainties descritbddw. These risks and uncertainties and the
information in this Form 1@, including our consolidated financial statemeantsl the notes to those statements, should be tgredusidered
If any of the events described below actually ocour business, financial condition or results pémtions could be adversely affected in a
material way.

Risks Related to Our Business

We may not be successful in the implementation of business development strategies, which couldeadely affect our business and our
results of operations.

Our success depends, to a significant @egre our ability to successfully implement ourdeterm business strategies. Our ability to
successfully implement our business strategiesrikpepon a significant number of factors, including not limited to:

. our ability to access an adequate supply ofgia@lity merchandise from suppliers at a competipisiee;

. our ability to achieve profitable sales and take adjustments as market conditions change;

. customer acceptance of our marketing and medibasstrategies;

. our ability to respond to competitive pressuresunindustry;

. the extent to which our management team can prppespond to the dynamics and demands of our market

. our ability to achieve positive cash flow, partiety during our peak inventory build-ups in advaon€¢he holiday selling
season; and

. our employees' ability to adapt to our new stratégiiatives and organizational structure.

9
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Changes in economic and political conditions mayvadsely affect consumer spending, which could sfgg@ntly harm our business, results
of operations, cash flows and financial condition.

The success of our business depends,igmidicant extent, upon the level of consumer spegdA number of factors beyond our control
affect the level of consumer spending on merchanthat we offer, including, among other things:

. general economic and industry conditions;

. unemployment;

. the housing market;

. deterioration in consumer confidence;

. crude oil prices that affect gasoline and diésel, as well as, increases in other fuels usesdipport utilities;
. food prices and their effect on consumer disenetry spending;
. efforts by our customers to reduce personal siefs;

. interest rates;

. fluctuations in the financial markets;

. tax rates and policies;

. war, terrorism and other hostilities; and

. consumer confidence in future economic conditions.

The merchandise we sell generally consisthscretionary items. Reduced consumer confidemcespending cut backs may result in
reduced demand for our merchandise, including eligorary items, and may force us to take signifiéanentory markdowns. Reduced
demand also may require increased selling and pionad expenses. Adverse economic conditions agdelated decrease in consumer
demand for our merchandise could have a matenedrad effect on our business, results of operaticash flows and financial condition.

Any failure to identify and respond to changes iorsumer trends and preferences could significartigrm our business

The retail home furnishings and housewardsstry is subject to sudden shifts in consuneds and consumer spending. Our sales anc
results of operations depend in part on our ahiditpredict or respond to changes in trends andwoer preferences in a timely manner.
Although our business model allows us greater lfiéiky than many traditional retailers to meet comer preferences and trends, we may not
successfully do so. Any sustained failure to ap#te, identify and respond to emerging trends imsumer preferences could negatively affect
our business and results of operations.

We must continuously attract buying opportunitiesrfcloseout merchandise and anticipate consumer dewh as closeout merchandise
becomes available, and our failure to do so coultivarsely affect our performance.

By its nature, specific closeout merchaadisms are available from manufacturers or vengererally on a non-recurring basis. As a
result, we do not have long-term contracts with\amdors for supply, pricing or access to produmiis make individual purchase decisions,
which may be for large quantities. Due to econoumcertainties, some of our manufacturers and sengpfhay cease operations or may
otherwise become unable to continue supplying dgismerchandise on terms acceptable to us. Wesfucdmnot assure that manufacturers o
vendors will continue to make closeout merchandisglable to us in quantities acceptable to uhat our buyers will continue to

10
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identify and take advantage of appropriate buyipgostunities. In addition, if we misjudge consurdemand for products, we may
significantly overstock unpopular products and dreéd to take significant markdowns and miss oppities to sell more popular products.
inability to acquire suitable closeout merchandiistne future or to accurately anticipate consudenand for such merchandise would hav
adverse effect on our business, results of op&gticash flows and financial condition.

Our results of operations will be negatively affectif we are not successful in managing our inventdalances.

Inventory is the largest asset on our bzdasheet and represented approximately 66%, 67% @¥bdof our total assets at June 30, 2013,
2012 and 2011, respectively. Efficient inventorynagement is a key component of our business suaoesgrofitability. To be successful, we
must maintain sufficient inventory levels to meat oustomers' demands without allowing those letelacrease to such an extent that the
costs to store and hold the goods unduly impacfinancial results. If our buying decisions do aoturately predict customer trends or
purchasing actions, we may have to take unantieipatarkdowns to dispose of the excess inventorichnwdilso can adversely impact our
financial results. We continue to focus on wayeetiuce these risks, but we cannot assure you thatilvbe successful in our inventory
management. If we are not successful in managingneantory balances, our results of operations tmapegatively affected. In the second
quarter of fiscal 2013, we made a strategic degigicaccelerate the sell off of certain inventoythe end of the 2013 calendar year. In
connection with this decision, we recorded a pre$él.8 million inventory write-down in cost of sal

The loss of, or disruption in the operations of, poentralized distribution center would have a matd adverse effect on our business and
operations.

With few exceptions, all inventory is shigapdirectly from suppliers to our centralized digition center in the Dallas, Texas metropolitar
area, where the inventory is then processed, sartddhipped to our stores. We depend in largeopattie orderly operation of this receiving
and distribution process, which depends, in tumadherence to shipping schedules and effectiveageanent of the distribution center. We
may not anticipate all of the changing demands kwbigr expanding operations will impose on our réiogi and distribution system. In
addition, events beyond our control, such as dtsyap in operations due to fire or other catastiogients, labor disagreements or shipping
problems, may result in delays in the delivery @raimandise to our stores. We also cannot assuredhasurance will be sufficient, or that
insurance proceeds will be timely paid to us, mdlvent our distribution center is shut down for ezason.

The loss or departure of one or more members of eanior management or other key employees couldehawnaterial adverse effect on o
business.

Our future performance will depend in lapget upon the efforts and abilities of our sem@magement and our other key employees. T
loss of service of these persons could have a rabtetverse effect on our business and future gaispWe do not maintain key person life
insurance for our senior management. In additiaheawve recently experienced turnover of a numberevhbers of senior management. We
cannot provide any assurance that we will not égpee future turnover related to our senior managdrteam.

Our business is intensely competitive, and a numbedifferent competitive factors could have a mas adverse effect on our business,
results of operations, cash flows and financial adition.

The retail home furnishings and housewaregstry is intensely competitive. As a closeotiiter of home furnishings and housewares,
we currently compete against a diverse group oflsss,
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including department and discount stores, specaaity e-commerce retailers and mass merchants, weiglamong other products, home
furnishing and houseware products similar and affentical to those we sell. We also compete inigaar markets with a substantial number
of retailers that specialize in one or more typelsame furnishing and houseware products that WelMany of these competitors have
substantially greater financial resources that aikpyv them to initiate and sustain aggressive pemmpetition.

A number of different competitive factorsutd have a material adverse effect on our busjmesalts of operations, cash flows and
financial condition, including:

. increased operational efficiencies of compeditor

. competitive pricing strategies, including deep distt pricing by a broad range of retailers duriegqds of poor consumer
confidence or economic uncertainty;

. continued and prolonged promotional activity by petitors;

. liquidation sales by a number of our competitor®whave filed or may file in the future for bankreyt
. expansion by existing competitors;

. entry by new competitors into markets in which eurrently operate; and

. adoption by existing competitors of innovativers formats or retail sales methods.

We cannot assure that we will be able ttiooe to compete successfully with our existinghew competitors, or that prolonged periods
of deep discount pricing by our competitors wilk nwaterially harm our business. We compete forarasts, associates, locations,
merchandise, services and other important aspéotsr dousiness with many other local, regionaljoral and international retailers. We also
face competition from alternative retail distritartichannels such as catalogues and, increasingbmenerce websites. Changes in the
merchandising, pricing and promotional activitiéshmse competitors, and in the retail industrygémeral, may adversely affect our
performance.

If we are unable to successfully execute our stigitef relocating or expanding existing stores anthen appropriate, opening new stor
our operating performance could be adversely impett

As part of our business strategy, we intenplursue relocation opportunities to improve existing store base as well as open new store
that will offset the closing of lower performingoses as they come up for renewal. However, we daassure that we will be able to achieve
our relocation goals or that we will be able tom@pe any new or relocated stores profitably. Furtive cannot assure that any new or relocate
store will achieve similar operating results togb@f our existing stores or that new, relocateexpanded stores opened in markets in which
we operate will not have a material adverse effedhe net sales and profitability of our existstgre base.

The success of our store development glyatdl be dependent upon numerous factors, manyto€h are beyond our control, including
the following:

the ability of our personnel to adequately anabazé identify suitable markets and individual steites within those markets;

. the competition for suitable store sites;
. our ability to negotiate favorable lease ternithwandlords;
. our ability to obtain governmental and otherdkparty consents, permits and licenses needefdmte our stores;
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. the availability of employees to staff new storad aur ability to hire, train, motivate and retatore personnel;

. the availability of adequate management and firmesources to properly manage a large volumooés,

. our ability to adapt our distribution and other gg®mnal and management systems to a changing retfistores; and
. our ability to attract customers and generate salfficient to operate new, relocated or expanderts profitably.

We opened stores in new markets durindisieal years ended June 30, 2013, 2012, and 20igselmarkets may have different
competitive conditions, consumer trends and digamaty spending patterns than our existing markeitéch may cause our new stores in thes
markets to be less successful than stores in astirex markets.

Increases in fuel prices and changes in transpoitat industry regulations or conditions may increaseir freight costs and thus our cost:
sales, which could have a material adverse effatiooir business and operation

Our freight cost is impacted by changel@ prices through surcharges. Fuel prices anchsuges affect freight cost both on inbound
freight from vendors to our distribution center andbound freight from our distribution center tar gtores. In addition, the U.S. government
requires drivers of over-the-road trucks to takeade rest periods which reduce the available arhofitime they can drive during a 24-hour
period. Changes in trucking industry conditiongtsas truck driver shortages and highway congestiomd increase freight costs. High fuel
prices or surcharges, as well as stringent driggulations and changes in transportation industnglitions, may increase freight costs and
thereby increase our cost of sales.

If we are not able to generate strong cash flowsrfr our operations or to continue to access creddariets, we will not be able to suppc
capital expansion, operations and debt repayment.

Our business is dependent upon our op@asatienerating strong cash flows to support capkphnsion requirements and general
operating activities. In addition, we have a crediteement providing for a revolving credit fagilib the amount of up to $180.0 million. The
revolving credit facility contains certain restiie covenants, and if borrowings and letters oflitrexceed a specified amount, financial
covenants. If we are unable to comply with the heimg credit facility, we may not be able to obtain alternate source of funding on
satisfactory terms, if at all. Our inability to dotue to generate sufficient cash flows to supfluaete activities or the lack of availability of
financing in adequate amounts and on appropriatesteould adversely affect our financial performanc

An increase in the cost or a disruption in the floof our imported products may significantly decremeur sales and profits

Merchandise manufactured and imported foverseas represents the majority of our total prbpgurchases acquired both domestically
and internationally. A disruption in the shippingimported merchandise or an increase in the do$tose products may significantly decrease
our sales and profits. In addition, if imported oteandise becomes more expensive or unavailablésahsition to alternative sources may not
occur in time to meet our demands. Products fraerrative sources may also be of lesser qualitynaoek expensive than those we currently
import.
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Risks associated with our reliance on irtgabproducts include disruptions in the shipping enportation or increases in the costs of
imported products because of factors such as:

. raw material shortages;

. work stoppages;

. strikes and political unrest;

. problems with oceanic shipping, including shigpcontainer shortages;

. increased customs inspections of import shipmentther factors causing delays in shipments;

. economic crises;

. international disputes and wars; loss of "masbfed nation” trading status by the United Stateslation to a particular foreign
country;

. import duties;

. import quotas and other trade sanctions; and

. increases in shipping rates.

The products we buy abroad are sometimesgin foreign currencies and, therefore, we #iected by fluctuating exchange rates. In the
past, we have entered into foreign currency excha@ogtracts with major financial institutions tadge these fluctuations. We might not be
able to successfully protect ourselves in the Biagainst currency rate fluctuations, and our fiferperformance could suffer as a result. You
should read Item 7 "Management's Discussion andyAiseof Financial Condition and Results of Opematiand "Quantitative and Qualitative
Disclosures About Market Risk" for more informatiabout our foreign currency exchange rate exposadenedging activities.

Our success depends upon our marketing, advertisamgl promotional efforts. If we are unable to impteent them successfully, or if our
competitors are more effective than we are, ouruks of operations may be adversely affected.

We use marketing and promotional prograoretract customers to our stores and to encoyragsases by our customers. We use
various media for our promotional efforts, inclugliprint, television, database marketing, emaikdimarketing, and other electronic
communications such as online social networksdttiteon, we plan and implement an advertising pangifor each of our "sales events." If we
fail to choose the appropriate medium for our efoor fail to implement and execute new marketipgortunities, our competitors may be
to attract some of our customers and cause thefediease purchases from us and increase purchssefiere, which would negatively
impact our net sales. Changes in the amount ane:el@f promotional intensity or merchandising siggtby our competitors could cause us tc
have difficulties in retaining existing customerslattracting new customers.

If we do not attract and retain quality sales, digtution center and other associates in large nunmbgas well as, experienced buying a
management personnel, our performance could be adety affected.

Our performance is dependent on recruitileyeloping, training and retaining quality sal#istribution center and other associates in |
numbers, as well as, experienced buying and maregguersonnel. Many of our associates are in dewsl or part-time positions with
historically high rates of turnover. Our ability noeet our labor needs while controlling costs igett to external factors, such as
unemployment levels, prevailing wage rates, mininwaage legislation and changing demographics. Iretlent of increasing wage rates, if
do not increase our wages competitively, our
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customer service could suffer because of a dedliqurality of our workforce, or our earnings woulkekdease if we increase our wage rates.
Changes that adversely impact our ability to attaad retain quality associates and managemermegscould adversely affect our
performance.

Our results of operations are subject to seasonatlauarterly fluctuations, which could have a matal adverse effect on our operating
results or the market price of our common stock.

Our business is subject to seasonality witligher level of net sales and operating incoereetated during the quarter ended
December 31, which includes the holiday shoppiragsee. Net sales in the quarters ended Decemb@032, 2011, and 2010, accounted for
approximately 34%, 34%, and 34%, respectively,wfannual net sales for such years. Operating iedmmthe quarters ended December 31,
2012, 2011, and 2010 accounted for approximatedy,4313%, and 157%, respectively, of our annual atreg income for such years. For
more information about our seasonality, please head 7 "Management's Discussion and Analysis n&Rcial Condition and Results of
Operation—Quarterly Results and Seasonality."”

Because a significant percentage of ousalets and operating income are generated in twayqending December 31, we have limited
ability to compensate for shortfalls in Decembearter sales or earnings by changes in our opesatipstrategies in other quarters. A
significant shortfall in results for the quartedary December 31 of any year could have a matadaérse effect on our annual results of
operations and on the market price of our commockstin addition, in anticipation of higher salagidg this period, we purchase substantial
amounts of seasonal inventory and hire many tempe@mployees. An excess of seasonal merchandisatory could result if our net sales
during this principal selling season were to faldw either seasonal norms or expectations. IfDmaember quarter sales results were
substantially below expectations, our financiafpenance and operating results could be adverdfdgtad by unanticipated markdowns,
particularly in seasonal merchandise. Lower thaitipated sales in the principal selling seasonldi@lso negatively affect our ability to
absorb the increased seasonal labor costs.

Our quarterly results of operations may dlilsctuate significantly based on additional fastsuch as:

. the timing of new store openings;

. the amount of net sales contributed by new ai&tieg stores;

. the success of our store expansion and relacptiogram;

. the timing of certain holidays and sales events;

. changes in our merchandise mix;

. general economic, industry and weather conditibas affect consumer spending; and
. actions of competitors, including promotional aitjiv

These factors could also have a materiadise effect on our annual results of operatiomsanthe market price of our common stock.

If we are unable to maintain and protect our inforation technology systems and technologies, we caulffer disruptions in our busines:
damage to our reputation with customers, and incubstantial costs.

The operation of business is heavily depahdpon the implementation, integrity, securityd duccessful functioning of our computer
networks and information systems, including thenpoi-sale systems in our stores, data centergtioaess transactions, and various software
applications used in our operations. In the ordirtaurse of our business, we also collect and sensitive data, including intellectual
property, our proprietary business information #rat of our customers, supplier
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and business partners, and personally identifi@idemation of our customers and employees, ourpaar networks and information systel

A failure of our systems to operate effectivelyaa®sult of a cyber attack, damage to, interruptiorailure of any of these systems could re

in a failure to meet our reporting obligationsyesult in material misstatements in our consolidditeancial statements, or cause losses due tc
disruption of our business operations. These adwstsations could also lead to loss of sales afitgror cause us to incur additional
development costs. In addition, despite our efftartsecure our computer networks and informatitesyis, security could be compromised or
confidential information could be misappropriatedulting in a loss of customers' or employees'guaisinformation, negative publicity, harm
to our business and reputation, or cause us ta ousis to reimburse third parties for damages.

We are subject to various government regulation$jeth may adversely affect our operations and finaalcperformance.

The development and operation of our staressubject to various federal, state and loeas land regulations in many areas of our
business, including, but not limited to, those thgtose restrictions, levy a fee or tax, or reqaiggermit or license, or other regulatory
approval, and building and zoning requirementsfi®ifties or failure in obtaining required permiligenses or other regulatory approvals ct
delay or prevent the opening of a new store, aadtispension of, or inability to renew, a licensparmit could interrupt operations at an
existing store. We are also subject to laws gowgrour relationship with employees, including minimwage requirements, overtime, health
insurance mandates, working and safety conditiand,immigration status requirements. Additionghigtential changes in federal labor laws,
including "card check" regulations, could resulportions of our workforce being subjected to geeatrganized labor influence. This could
result in an increase to our labor costs. A sigaift portion of our store personnel are paid &sretlated to the minimum wage established by
federal, state and municipal law. Additionally, ame subject to certain laws and regulations thaeegoour handling of customers' personal
information. A failure to protect the integrity asdcurity of our customers' personal informationld@xpose us to litigation, as well as
materially damage our reputation with our customéskile we endeavor to comply with all applicakde/b and regulations, governmental and
regulatory bodies may change such laws and regaktn the future which may require us to incurssabtial cost increases. If we fail to
comply with applicable laws and regulations, we rhaysubject to various sanctions, penalties osfared may be required to cease operation
until we achieve compliance which could have a mgtadverse effect on our consolidated finanaauits and operations.

We face litigation risks from customers, employeasd other third parties in the ordinary course bfisiness.

Our business is subject to the risk ofjéition by customers, current and former employagspliers, stockholders and others through
private actions, class actions, administrative pealings, regulatory actions, or other litigatioheToutcome of litigation, particularly class
action lawsuits and regulatory actions, is difftdol assess or quantify. Plaintiff in these typEmwasuits may seek recovery of very large or
indeterminate amounts, and the magnitude of thenpial loss relating to such lawsuits may remaiknanvn for substantial periods of time.
The cost to defend future litigation may be sigr@fit. There may also be adverse publicity assatisi litigation that could decrease
customer acceptance of merchandise offerings, dégsar of whether the allegations are valid or wiiette are ultimately found liable.

We face risks with respect to product liability @las and product recalls, which could adversely aff@ur reputation, our business, and our
consolidated results of operations.

We purchase merchandise from third pagtrestoffer this merchandise to customers for sdiés merchandise could be subject to recalls
and other actions by regulatory authorities. Charigéaws
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and regulations could also impact the type of mamdise we offer to customers. We have experieraatimay in the future experience, issue:
that result in recalls of merchandise. In additiodjviduals have asserted claims, and may indiheré assert claims, that they have sustained
injuries from third-party merchandise offered by asd we may be subject to future lawsuits relatinthese claims. There is a risk that these
claims or liabilities may exceed, or fall outsidhe tscope of, our insurance coverage. Any of theessentioned above could result in damage
to our reputation, diversion of development and ag@ment resources, or reduced sales and increastsd any of which could harm our
business.

Our stores may be adversely affected by local ctods, natural disasters, and other events.

Certain regions in which our stores arated may be subject to adverse local conditiortsirakdisasters, and other events. If severe
weather, such as heavy snowfall or extreme tempreigitdiscourages or restricts customers in acpiati region from traveling to our stores,
our sales could be adversely affected. If sevemhez conditions occur during the second quartéhefyear, the adverse impact to our sales
and profitability could be even greater than aeotimes during the year because we generate #isagr portion of our sales and profits
during these periods. Natural disasters includimgados, hurricanes, floods, and earthquakes maggla our stores or other operations, whicl
may adversely affect our consolidated financialiltss Additionally, demographic shifts in the ar@asere our stores are located could
adversely impact our consolidated financial resatid operations.

Our results of operations may be negatively affettey inventory shrinkage.

We are subject to the risk of inventoryslasd theft. Although our inventory shrinkage rdtage not fluctuated significantly in recent
years, we cannot assure you that actual ratesvehiory loss and theft in the future will be witldor estimates or that the measures we
taking will effectively reduce the problem of inwery shrinkage. Although some level of inventoryiskage is an unavoidable cost of doing
business, if we were to experience higher ratésventory shrinkage or incur increased securitysts combat inventory theft, our results of
operations could be affected adversely.

Risks Related to Our Common Stock

Our certificate of incorporation, and bylaws and [avare law contain provisions that could make it meodifficult for a third party to
acquire us without the consent of our Board of Dators.

Provisions in our certificate of incorpaoat and bylaws will have the effect of delayingpoeventing a change of control or changes ir
management. These provisions include the following:

. the ability of our Board of Directors to issugases of our common stock and preferred stock witstockholder approval
(subject to applicable NASDAQ requirements);

. a requirement that stockholder meetings may onlyatled by our President and Chief Executive Offitee Chairman of the
Board or at the written request of a majority df thirectors then in office and not our stockholgers

. a prohibition of cumulative voting in the electiofidirectors, which would otherwise allow less ttzamajority of stockholders
to elect director candidates;

. the ability of our Board of Directors to makéteaor repeal our bylaws without further stockhal@pproval; and

. the requirement for advance notice for nominmegitor directors to our Board of Directors andgooposing matters that can be
acted upon by stockholders at stockholder meetings.
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Because we do not presently have plans to pay divits on our common stock, stockholders must loolelsoto appreciation of our commo
stock to realize a gain on their investme!

On February 1, 2008, our Board of Directayged to terminate the declaration of an annus chvidend. The Board of Directors will
consider the full range of alternatives with reg@rdhe use of any excess cash flow in the futOre. future dividend policy is within the
discretion of our Board of Directors and will depgarpon various factors, including our businessariitial condition, results of operations,
capital requirements and investment opportuniesordingly, stockholders must look solely to aggiaéion of our common stock to realize a
gain on their investment. This appreciation mayaoumur.

The price of our commons stock has fluctuated swvgtially over the past several years and may couério fluctuate substantially in the
future.

From June 30, 2012 to June 30, 2013, #ukrtg prices of our common stock ranged from add%4.27 per share to a high of $10.60 per
share. We expect our stock to continue to be sttgdtuctuations as a result of a variety of fastancluding factors beyond our control, wh
have been included throughout the Annual RepofR@m 10-K. We may fail to meet the expectationswf stockholders or securities analysts
at some time in the future, and our stock pricdadecline as well.

Iltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

Stores. We lease all of our stores from unaffiliatettdtparties through non-cancelable leases, exagptompany-owned store located
adjacent to our distribution facility. At June 313, the remaining terms of the majority of ourstleases range from one month to five ye
The average initial term of a store lease is afprately five years with options available for rersw\e intend to continue to lease all of our
new stores from unaffiliated third parties. Leases/ contain renewal clauses, which are often erelcand may contain additional terms
regarding percentage of rent payments. Our stageketypically include "kick clauses," which allag; at our option, to exit the lease 24 to
36 months after entering the lease if sales astitre do not reach a stipulated amount stateckitetise.

Distribution Facilities and Corporate Headarters. We own approximately 1,390,770 square feetigifidution facilities and a
104,675 square foot building which houses our cafeooffice in Dallas, Texas.

We lease from unaffiliated third partiessth parcels of land of approximately 444,000 sqteet two of which are for trailer storage and
the third parcel is for a 30,000 square foot buaiddiThe leases for trailer storage expire in Falyra@14 and December 2023 and the lease for
the third parcel and building expires in Februady@ We also lease a warehouse building of apprabeiy 59,000 square feet from an
unaffiliated third party, which expires in April 28. We believe our current distribution facilitigse adequate to meet our requirements for the
next several years. We are evaluating the reorgtaizof our distribution network and facilitiesaecommodate our distribution requirements
for our existing store base as well as for futueagh.

Item 3. Legal Proceedings

On May 13, 2013, the Company was nameddesemdant in the following lawsukathleen Mason v. Tuesday Morning Corporation
d/b/a Delaware TMC Corporatiofiiled in County Court in Dallas County, Texas, cansimber CC-13-02863-E (subsequently refiled and
issued cause
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number CC-13-03372-E). The plaintiff is the forn@O of the Company and her employment was terndnatdune 2012. In the petition, the
plaintiff alleges disability discrimination, delitete indifference and retaliation in violation betTexas Commission on Human Rights Act.
Each claim stems from the plaintiff's allegatioattthe Company regarded the plaintiff as havingsatdlity (cancer) and fired her because of
her disability. The Plaintiff seeks more than $1liom in monetary relief, including claims for compsatory damages, attorneys' fees, costs a
interest. The Company denies the allegations. Tdragany filed a Special Exception and Answer torRiffils Original Petition on July 12,
2013. The parties are engaged in the discoveryeptidgigation. The Company believes this claimvishout merit and intends to vigorously
defend this matter.

The Company is defending against a classralawsuit filed in California Superior Court, E&ngeles County, on December 5, 2008—
Julia Randell, et. al., v. Tuesday Morning, |, No. BC403298 (Cal. Super. Ct.)—in which the arajicomplaint alleged violations of
California's meal and rest period laws. The namaihiiffs, who are former employees of the Compauhsequently amended the complaint
three times. Narrowing their class allegations,tthe named plaintiffs moved on March 14, 2012 tdifyea class on the issue of whether the
Company's alleged practice of providing "on-dutygahperiods to Senior Sales Associates violate€#iéornia Labor Code. The Court
granted that motion on June 20, 2012, certifyimpas comprised of current and former Senior Saéseciates who worked for the Company
in California, and who were required to take meabls "on duty" at any point from April 1, 2005tkee present. The Company filed motion
decertify the class and for summary judgment omdgn4, 2013, which the Court denied on March 284, Discovery is continuing and trial
has been set for December 3, 2013. The Compargvislihe claims are without merit and will contino@igorously defend against them.

Item 4. Mine Safety Disclosures
Not applicable.

19




Table of Contents

PART Il
ltem 5. Market For Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities

Our common stock is listed on the NASDAQ®I@&I Select Market under the symbol "TUES." Théofeing table sets forth for the peric
indicated the high and low sales prices per shareported on the NASDAQ Select Global Market:

High Low

Fiscal Year Ended June 30, 201

First quartel $ 6.8¢ $ 4.27

Second quarte $ 6.78 $ 4.8

Third quartel $ 9.6t $ 6.2€

Fourth quarte $ 10.6( $ 7.2F
Fiscal Year Ended June 30, 201

First quarte $ 491 $ 3.3t

Second quarte $ 3.9¢ $ 3.0¢

Third quartel $ 3.8t $ 3.1-

Fourth quarte $ 4.87 $ 3.6¢€

As of August 26, 2013, there were approxa@lyal16 holders of record of our common stock.
Dividend Policy

During the fiscal years ended June 30, 20182012, we did not declare or pay any annuél dasdends on our common stock. On
February 1, 2008, our Board of Directors votedetoninate our then existing annual cash dividend.d&/aot presently have plans to pay
dividends on our common stock. The Board of Directmnsiders a full range of alternatives with rega the use of any excess cash flow.

Repurchases of Common Equity

On August 22, 2011, the Company's BoarDitéctors adopted a share repurchase program pirgughich the Company is authorized
to repurchase from time to time shares of CommonkStup to a maximum of $5.0 million in aggregateghase price for all such shares (the
"Repurchase Program"). On January 20, 2012, thep@owy's Board of Directors increased the authoondir stock repurchases under the
Repurchase Program from $5.0 million to a maximdi$1®.0 million. The Repurchase Program does ne¢ lza expiration date and may be
amended, suspended or discontinued at any timeBdhel will periodically evaluate the RepurchasegPam and there can be no assurances
as to the number of shares of Common Stock the @aynwill repurchase. During the twelve month perodled June 30, 2013, 16,886 share
were repurchased under the Repurchase Programaseeage cost of $6.28 per share and for a tosl(eacluding commissions) of
approximately $106,000. All of such shares werepased by the Company in connection with the vgsifrequity awards under the
Company's equity incentive plans.

20




Table of Contents

Repurchases of equity securities duringhihee months ended June 30, 2013 are listed ifotlosving table:

Total Number
of Shares

Approximate
Dollar Value of

Purchased as Shares That
Part of Publicly May Yet Be
Total Number Average Announced Purchased Under
of Shares Price Paid Plans or the Plans or
Period Repurchased(1) per Share(2) Programs(3) Programs(2)(3)
April 1 through April 30 — — — 3 3,820,76.
May 1 through May 3. 1,491 $ 8.2 1,491 $ 3,808,49:
June 1 through June . 66€ $ 9.0: 66€ $ 3,802,48.
Total 2,157 $ 8.4i 2,157 $ 3,802,48.
Q) Shares of Common Stock withheld by the Companymection with the vesting of equity awards untier Company's
equity incentive plans.
(2) Excludes commissions.
(€)) On August 22, 2011, the Company's Board oé&iors adopted a share repurchase program putsuahtch the

Company is authorized to repurchase from timente tshares of Common Stock, up to a maximum of B#l®n in
aggregate purchase price for all such shares Repurchase Program™). On January 20, 2012, the @oytgpBoard of
Directors increased the authorization for stoclurepases under the Repurchase Program from $5i6mtid a
maximum of $10.0 million. The Repurchase Programsduwt have an expiration date and may be amesdspended or
discontinued at any time. The Board will periodigavaluate the Repurchase Program and there caan hssurances as
to the number of shares of Common Stock the Compalhyepurchase. As of June 30, 2013, 1.7 millgirares have
been repurchased under the Repurchase Prograntdial aost (excluding commissions) of approximatks.2 million.
All shares were withheld by the Company in conmectiith the vesting of equity awards under the Canys equity
incentive plans or purchased in an open markesaetion.
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Stock Price Performance

The following graph illustrates a companisif the cumulative total stockholder return (changstock price plus reinvested dividends)
the fiscal years ended June 30, 2013, 2012, 2@11 and 2009, of (1) our common stock, (2) the $&P Index, and (3) the S&P 500
retailing index, a pre-established industry indExe chart assumes that $100 was invested on Jyr&®@8, in our common stock and each of
the comparison indices, and assumes that all didslevere reinvested.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Tuesday Morning and the S&P 500 Index

250

5200 -

§150

$100

08 609 610 611 612 &6M3

—F— Tuesday Morning — A — S&P 500 —3— S&P 500 Retailing Index

* $100 invested on 6/30/08 in stock or index, inahgdieinvestment of dividends.
Fiscal year ending June 30.

Copyright© 2013 S&P, a division of The McGraw-Hilbmpanies Inc. All rights reserved.

These indices are included for compargtiveoses only and do not necessarily reflect managés opinion that such indices are an
appropriate measure of the relative performandbettock involved, and are not intended to forecabe indicative of possible future
performance of the Company's common stock.

The performance graph and related texbaieg furnished to and not filed with the SEC, anliinot be deemed to be "soliciting materi
under Regulation 14A or 14C under the SecuritieshBrge Act of 1934 or subject to the liabilitiesSafction 18 of the Securities Exchange
of 1934, and will not be deemed to be incorpor@tedeference into any filings under the Securifies of 1933 or the Securities Exchange Act
of 1934, except to the extent we specifically ipmrate such information by reference into suchirgfi
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Item 6. Selected Financial Data

The following table sets forth the seleatedsolidated financial and operating data forftbeal years ended June 30, 2013, 2012, 2011,
2010, and 2009.

The selected consolidated financial andatpeg data should be read in conjunction with "ig@ment's Discussion and Analysis of
Financial Condition and Results of Operation" and aonsolidated financial statements and relatédsnihereto included elsewhere in this
Form 10-K.

Fiscal Year Ended June 30
2013 2012 2011 2010 2009
(all dollar amounts and numbers of shares in thousals, except
per share amounts)

Statement of Operations Data:

Net sales $838,31:  $812,78. $821,15(  $828,26! $801,72:
Cost of sale: 578,87t 503,91¢ 507,83: 514,27( 505,58!
Gross profit 259,43t 308,86 313,31t 313,99! 296,13
Selling, general and

administrative expenst 315,93: 301,42 295,27 293,85( 293,70
Operating (loss) incorr (56,495 7,431 18,04: 20,14t 2,43¢
Net interest and other exper (6,917) (2,030 (2,496 (3,47¢) (2,509
(Loss) income before income

taxes (63,409 5,407 15,54° 16,66¢ (69)
Income tax (benefit) expen (7,032) 1,49¢ 5,96¢ 5,921 (25)
Net (loss) incom $(56,37¢ $ 391: $ 957¢ $ 10,74t % (44)
(Loss) earnings per shai

Basic $ (13) $ 00 $ 022 $ 028 $ 0.0

Diluted $ (13) $ 00 $ 022 $ 028 $ 0.0

Weighted average shares
outstanding

Basic 42,24¢ 41 ,98¢ 42,49 41,92( 41 ,50¢
Diluted 42,24¢ 42,53¢ 43,07¢ 42,48 41 ,50¢
Dividends per common sha $ — 3 — 3 — 3 $ —

Operating Data:
Number of stores

Beginning of perioc 852 861 852 857 842

Opened during peria 10 24 44 26 35

Closed during perio (34) (33 (35 (32) (20
Open at end of peric 82¢ 852 861 852 857
Comparable store sales increas

(1), (decrease 3.€% (3.1)% (1.2% 2.2% (12.5%
Average sales per store(2) $ 100 $ 95C $ 97z $ 97z $ 93¢
Inventory turnover(3 2.2 1.6 1.8 2.C 2.1

As of June 30,
2013 2012 2011 2010 2009
(In thousands)

Balance Sheet Data

Working capital $142,02¢ $188,93¢ $188,02( $174,85! $163,71!
Inventories 211,98: 265,63( 264,36. 239,19: 223,62¢
Total asset 321,88( 397,16° 379,15t 350,53t 319,24:
Total debt, including current portic — — — — —
Total stockholders' equit 207,45  260,19: 260,13: 247,89: 235,35!

1) Stores are included in the same store sales ctitiuka the beginning of the quarter following #reniversary date of the
store opening. A store that relocates within theesgeographic market or modifies its availableirsfzace is still
considered the same store for purposes of this atatipn. The number of days our stores are openfluetpate from
period to period.

(2)  Average sales per store is the sum of the avekge per store for each quart
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3 Inventory turnover is the ratio of cost of salesiterage inventory. Average inventory is calculdigdaking the average
of the previous year-end and quarter-end inverieugls throughout the year. Fiscal 2013 is unadpi$br an inventory
devaluation charge recorded as of December 31,.2012

(4) A significant portion of our net sales arelimsad during the period from October through Decembhile the increase in
merchandise purchases in preparation for this aplgblling season occurs in prior mont

Non-GAAP Financial Measures

We report our financial information in acdance with United States generally accepted adowuprinciples (GAAP). However, we
present certain financial measures identified as@AAP under the rules of the SEC to assess oultse§Ve believe that the non-GAAP
financial measures presented below provide usefafrnation to the Company's management, investmis other interested parties because
they allow them to understand and compare our @pegating results during the 2013 fiscal year oghor year periods in a more consistent
manner. We believe this also facilitates the coiisparof our results to the results of our peer canigs. The non-GAAP financial measures
presented in the tables below should not be vieageaih alternative or substitute for our reportedd8Aesults, but in addition to our GAAP
results.

The following non-GAAP financial measures adjusted to exclude the impact of our inventeyaluation charge, management and
board transition charges (including severance arsisconsulting, legal, search and recruiting cedtded to the transition), e-commerce
discontinuation charges and store reorganizatistsctVe believe it is useful for investors to ursteend the impact of these items on our
financial results and therefore are presentindgalewing non-GAAP financial measures: (1) adjustgzerating income/(loss); (2) adjusted net
income/(loss); and (3) adjusted earnings/(lossshare (EPS).

Adjusted Operating Income/(Loss): Thkofeing table reconciles operating income/(loskg most directly comparable GAAP financ
measure, to adjusted operating income/(loss), aGWAP financial measure;

($ in thousands) 2013 2012 2011 2010 2009

Operating income/(loss) (GAAI $ (56,495 $ 7,437 $ 18,04! $ 20,14 $ 2,43t
As a percent of net sal -6.7% 0.€% 2.2% 2.4% 0.2%

Non-GAAP adjustments:

Inventory write-down 43,74¢ — — — —

Store reorganization and clear 2,08 — — — —

Legal, consulting, recruitment,
severance and e-commerce

obligations 11,197 2,671 — — —
Adjusted operating income (Non-

GAAP) $ 532 $ 10,10¢ $ 18,04:! $ 20,14 $ 2,43t

As a percent of net sal 0.1% 1.2% 2.2% 2.0% 0.2%

Adjusted Net Income/(Loss) and Adjusteduitl EPS from Continuing Operations: The follogvtable reconciles net income/(loss)
diluted EPS from continuing operations, the most
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directly comparable GAAP financial measure, to at§d net income/(loss) and adjusted diluted EP& frontinuing operations, a non-GAAP
financial measure;

($ in thousands, except per share dat: 2013 2012 2011 2010 2009
Income/(loss) from continuing operations

(GAAP) $ (56,37 $ 3,91 $ 9,57¢ $ 10,74¢ $ (449)
Diluted EPS from continuing operations

(GAAP) $ (139 9% 00 $ 022 $ 0.28 $ 0.0C
Add inventory write-down, net of tax of

$16,279, —, $—, $—, and (1) 27,46¢ — — — —
Add store reorganization, cleanup, net of 1

of $775, &—, $—, $—, and —(1) 1,307 — — — —

Add legal, consulting, recruitment, several
and e-commerce obligations,, net of tax

$4,164, $1,371,—, $—, and (1) 7,038 1,30( — — —
Add disposal of systems, net of tax of $2,(

$—, $—, ¥, and —(2) 3,50¢ — — — —
Add deferred tax asset valuation allowa 16,22: — — — —
Adjusted income/(loss) from continuing

operations (nc-GAAP) $ (841 $ 5,21 $ 9,57¢ $ 10,74¢ $ (49
Adjusted diluted EPS from continuing

operations (nc-GAAP) $ (002 % 012 $ 02z $ 0.28 $ 0.00

(1)  The effective tax rate utilized in this non-GAAPwsted net income reconciliation is 37.2% for tisedl year ended
June 30, 2013 and 35.5% for the fiscal year ended 30, 2012. This rate is inclusive of a defeteedasset valuation
allowance of $16.2 million recorded for the fisgahr June 30, 201
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operation

The following discussion and analysis should belrieaconjunction with "Selected Financial Data" aodr consolidated financial
statements and related notes thereto included élsexin this Form 10-K.

Overview

During fiscal 2013, we began a transformation of auCompany in order to regain our identity as a leaer in the off-price retail
space.

. We sell upscale, name brand home furnishings, earss, gifts, and seasonal goods and related gan#icantly below retail
prices charged by department stores, specialtyarhe retailers in 828 stores throughout 43 stafée have a unique event-
based selling strategy that creates a sense afiey@and excitement for our customer base.

. For fiscal 2013, net sales were $838.3 millionjremease of 3.1% compared to fiscal 2012. The diase decreased by 24 st
in fiscal 2013, decreased by nine stores in fi204l2, and increased by nine stores in fiscal 2011.

. We have a credit agreement providing for an asasedh five-year senior secured revolving creditifagthe "Revolving Credit
Facility") in the amount of up to $180.0 million weh matures on November 17, 2016. Our indebtedmeder the credit facility
is secured by a lien on substantially all of owgeds. The Revolving Credit Facility contains certastrictive covenants, which
affect, among others, our ability to incur liendreeur additional indebtedness, sell assets or emergonsolidate with any other
entity, or make investments or acquisitions unthey meet certain requirements. Our financial camémequires that we
maintain availability of 10% of our calculated bmming base, but never less than $15 million. Adwfe 30, 2013, we were in
compliance with all required covenants. As of J88e2013 and June 30, 2012, we did not have argtanding borrowings on
our Revolving Credit Facility.

Critical Accounting Policies and Estimates

Management's Discussion and Analysis igthapon our consolidated financial statements, ivhave been prepared in accordance with
accounting principles generally accepted in thed¢hBtates. The preparation of these financiadistants requires us to make estimates and
judgments that affect the reported amounts of tedssets, liabilities, sales and expenses, aatkretisclosure of contingent assets
liabilities. On a recurring basis, we evaluate significant estimates which are based on histoBgakrience and on various other assumption
that we believe are reasonable under the circumssaictual results may differ from these estimates

We believe the following critical accourgipolicies affect our more significant judgmentsl @stimates used in the preparation of our
consolidated financial statements.

Inventory —Our inventories are stated at the lower of cosharket using the retail inventory method for stiorentory and the specific
identification method for warehouse inventory. Amtsuare removed from inventory based on the retaéintory method which applies a cost-
to-retail ratio to our various retail deductionglsas sales, markdowns and shrink, to arrive atosirof sales. Buying, distribution, freight and
certain other costs are capitalized as part ofrittry and are charged to cost of sales as theetelaventory is sold. The retail inventory
method, which is used by a number of our compatitiovolves management estimates with regard mesiteuch as markdowns. Such estimate
may significantly impact the ending inventory vdloa at cost as well as the amount of gross maegngnized.

We capitalize into inventory all merchard@@sts and certain costs incurred to purchasibdite and deliver merchandise to our store
order to more accurately match the cost of merdlsanaith
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the timing of its sale. These costs are includetbst of sales when the merchandise is sold. @th&rof sales components include merchai
markdowns, shrink and damages, which are expersstgby are incurred.

We conduct full physical inventories atsttbres at June 30 and December 31 to measurdtgsaah hand and make appropriate
adjustments to our financial statements. Duringogsrin which physical observations do not occue,utilize an estimate for recording
shrinkage reserves based on our historical expagigom the results of our physical inventoriesiséstimate may require a favorable or
unfavorable adjustment to actual results to therexhat our subsequent actual physical inventgiid a different result. Thus, the difference
between actual and estimated amounts may caugedtions in the quarters ending in March and Sepé&enSince we conduct physical
inventory counts twice a year, the subjective ratfrour shrink percentage is reduced and our expdse the risk of a significant error is
minimized. In addition, we have loss-preventiongreons that we believe minimize shrinkage. Althoumglentory shrinkage rates have not
fluctuated significantly in recent years, if thewed rates were to differ from our estimates, therisions to the inventory shrinkage expense
could be required.

Inventory is the largest asset on our laheet and represented approximately 66%, 6786{@¥b of total assets at June 30, 2013, Z
and 2011, respectively. In the second quartersobfi2013 we made a strategic decision to accelératsale off of certain inventory by the ¢
of the 2013 calendar year. In connection with tf@sision, we recorded a pre-tax $41.8 million irteepwrite-down in cost of sales. Inventory
decreased 20.2%, or $53.6 million, from June 30220 June 30, 2013. Inventory increased 0.5%1d fillion, from June 30, 2011 to
June 30, 2012, On a per store basis, inventoryedsed 17.9% from June 30, 2012 to June 30, 201Mharehsed 1.5% from June 30, 2011 to
June 30, 2012.

Markdowns—We utilize markdowns to promote the effective éintely sale of merchandise which allows us to cstesitly provide
fresher merchandise to our customers. We alsaeitiiarkdowns coupled with promotional events tealtiaffic and stimulate sales during
non-sales event periods. Markdowns may be temporgogrmanent. Temporary markdowns are for a dagéginperiod of time with
markdowns recorded based on quantities sold dtinegeriod. Permanent markdowns may vary througth@ugjuarter or year in timing with
higher markdowns traditionally recorded in the ¢erar ended June 30 and December 31 due primardigasonal merchandise.

Temporary markdowns are for a designatemgef time with markdowns recorded based on gtiaatsold during the period. Permanent
markdowns are charged to cost of sales immediatded on the total quantities band in the stores. We review inventory by age epeitel
to ensure all necessary pricing actions are takxegéquately value our inventory at the lower aft@ market. Beginning in December 2012,
we revised our strategy to accelerate the sellfrauoaging inventory to enable us to continuallgypde new and fresh merchandise in our
stores. Changes in markdowns from period-to-peaireddiscussed as a part of our Results of Opermaginalysis below. Actual required
permanent markdowns could differ materially fromnagement's initial estimates based on future custal®mand or economic conditions.
The effect of a 1.0% permanent markdown in theevaluour inventory at June 30, 2013 would resud ttecline in gross profit and an incre
in the loss per share for the fiscal year ende@ By 2013 of $2.1 million and $0.05, respectively.

Insurance and Self-Insurance ReservesWe use a combination of insurance and self-inqt@gatans to provide for the potential
liabilities associated with workers' compensatipeneral liability, property insurance, director anfficers' liability insurance, vehicle liability
and employee health care benefits. Our stop logtslper claim are $500,000 for workers' compepsat$250,000 for general liability, and
$150,000 for medical. Liabilities associated whik tisks that are retained by us are estimateghiiny by historical claims experience, severity
factors and the use of loss development factors.
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The insurance liabilities we record araaiily influenced by changes in payroll expensi&esaiumber of vehicles, and the frequency
severity of claims and include a reserve for clainesirred but not yet reported. Our estimated resemay be materially different from our
future actual claim costs, and, when required a@djests to our estimated reserves are identifiezlidtbility will be adjusted accordingly in tt
period. Our self-insurance reserves for workemsipensation, general liability and medical were $6illion, $2.6 million, and $0.8 million,
respectively, at June 30, 2013; $5.9 million, $8illion, and $0.9 million, respectively, at June 2012; and $6.9 million, $2.6 million, and
$1.3 million, respectively, at June 30, 2011.

We recognize insurance expenses basedeatath of an occurrence of a loss including theadend estimated ultimate costs of our
claims. Claims are paid from our reserves and atneat period insurance expense is adjusted fodifference in prior period recorded
reserves and actual payments. Current period insaraxpenses also include the amortization of memjums paid to our insurance carriers.
Expenses for workers' compensation, general ltglaihd medical insurance were $4.0 million, $2.1liam and $8.5 million, respectively, for
the fiscal year ended June 30, 2013; $3.4 millgth8 million and $9.5 million, respectively, fortiscal year ended June 30, 2012; and
$1.7 million, $3.2 million and $9.1 million, resgaely, for the fiscal year ended June 30, 2011.

Share-based compensatior-The Compensation Committee of our Board of Directnd, through express consent of the Compensati
Committee, our CEO, are authorized to grant stqatlons and restricted stock awards from time teettmeligible employees and directors.
Those awards may be service or performance basedyr&lvit options with exercise prices equal to theket price of our common stock on-
date of the option grant as determined in accomavith the terms of our equity incentive plans. Timgority of the options granted prior to
June 30, 2008 have a vesting period of three tyfears and expire ten years from the date of g&ptions granted after June 30, 2008,
typically vest over periods of one to three yeaith wqual portions of the grant vesting on an ahbaais and expire ten years from the date of
grant. In accordance with U.S. generally acceptedanting principles, we recognize compensatioreesp at an amount equal to the fair
value of share-based payments granted under comtmmarrangements. We calculate the fair valugtadk options using the Black-Scholes
option pricing model. Determining the fair valuesfare-based awards at the grant date requires)grign developing assumptions, which
involve a number of variables. These variablesuide) but are not limited to, the expected stockepvilatility over the term of the awards, the
expected dividend yield and expected stock opti@rase behavior. In addition, we also use judgnreestimating the number of share-basec
awards that are expected to be forfeited.
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Results of Operations

The following table sets forth, for the ipéls indicated, selected statement of operatiotes dapressed as a percentage of net sales, ¢

as the number of stores open at the end of eaabdpd@here can be no assurance that the trenddas er operating results will continue in the
future.

Fiscal Year Ended June 30

2013 2012 2011
Net sales 100.% 100.(% 100.(%
Cost of sale: 69.1 62.C 61.€
Gross margir 30.€ 38.C 38.2
Selling, general and administrative exper 37.€ 37.1 36.C
Operating (loss) incom (6.7) 0.S 2.2
Net interest and other exper (0.9 (0.2 0.3
Income tax (benefit) expen (0.7) 0.2 0.7
Net (loss) incomu (6.9 0.t 1.2
Number of stores open at end of per 82¢ 852 861

Selling, general and administrative expsrsse comprised of wages and benefits, rent angpaccy costs, depreciation, advertising, s
operating expenses and corporate office costdin§etieneral and administrative increases and dsereare generally attributable to chang
variable expenses. Variable expenses include daymdlrelated benefits, advertising expense aner@kpenses such as credit card fees.

Year Ended June 30, 2013 Compared to Year Ended Jer80, 2012

Net sales increased $25.5 million, or 3.184838.3 million in fiscal 2013from $812.8 milfion fiscal 2012, primarily due to an increase
in sales from comparable stores (stores open sit ¢ year) of 3.9%. The increase in comparable siales was comprised of an increase in
customer traffic of 1.4% and an increase in conmgaraverage transaction of 2.5%.

Gross profit for fiscal 2013 was $259.4limil, a decrease of 16.0% compared to $308.9 milliogross profit for fiscal 2012. As a
percentage of net sales, gross margin decreas¥#i3%6 in fiscal 2013 compared with 38.0% in the sgr@riod last year. This decrease in g
margin rate of 7.1% was primarily driven by a stgat decision to accelerate the sell off of certauentory in preparation for fresh new
products and brands as part of our transformalibis decision resulted in an inventory devaluatibarge recorded in the second quarter of
fiscal 2013 in the amount of $41.8 million. Theeeff of this charge was a 5% decrease in gross meati. The remaining 2.1% decrease in
gross margin rate is due to higher markdowns ocarafece inventory and the flow-through of buyingtidbution and freight costs resulting
from the significant decrease in inventory levedaryover year.

Selling, general and administrative expensereased $14.5 million, or 4.8%, to $315.9 wiilin fiscal 2013 from $301.4 million in the
prior fiscal year. As a percentage of net saldingegeneral and administrative expenses incr@és87.7% in fiscal 2013 from 37.1% in fis
2012 due to expenses incurred as part of our gtcatempany turnaround. The nature of these exgepsienarily legal, consulting, recruiting,

store reorganization and cleanup, and employeeaese totaled $13.3 million and are not considéoduk indicative of our on-going expense
structure.

Net interest and other expense increasedlridlion to $6.9 million in fiscal 2013 comparéal $2.0 million in fiscal 2012. This increase
was primarily attributable to the disposal of assetated to the replacement of our store poisiaté hardware, discontinuing our e-commerce

platform and elimination of our crossdock faciktiapproximating $5.6 million, offset by slightlywer interest expense due to improved terms
of our credit facility.
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Income tax benefit for fiscal 2013 was $nillion compared to income tax expense of $1.3iomlin the prior fiscal year. As a result, our
effective tax rate decreased from 27.6% in fis€dl2to 11.1% in fiscal 2013 in large part, duegcording a $16.2 million valuation allowance
against our deferred tax assets in fiscal 2013.

Year Ended June 30, 2012 Compared to Year Ended Jer80, 2011

Net sales decreased $8.4 million, or 1.@4812.8 million in fiscal 2012 from $821.2 milfion fiscal 2011, primarily due to a decreas
sales from comparable stores (stores open atdeasyear) of 3.1%. The decrease in comparable sades was comprised of a decrease in
customer traffic of 3.3%, offset by an increasedmparable average transaction of 0.2%.

Gross profit for fiscal 2012 was $308.9limil, a decrease of 1.4% compared to $313.3 milliogross profit for fiscal 2011. As a
percentage of net sales, gross margin decreass&iG®6 in fiscal 2012 compared with 38.2% in the sgreriod last year. This decrease of C
in gross margin percentage was partly due to hiffeeght costs resulting from a slight increaséuel costs combined with slightly higher
markdowns.

Selling, general and administrative expensereased $6.1 million, or 2.1%, to $301.4 millia fiscal 2012 from $295.3 million in the
prior fiscal year. As a percentage of net saldéngegeneral and administrative expenses incredst% to 37.1% in fiscal 2012 from 36.0%
fiscal 2011 in part attributed to severance cok®20/ million associated with the departure of Glief Executive Officer. Excluding the
$2.7 million in costs associated with the deparafrthe CEO, selling, general and administrativst e@eas $298.7 million or 36.7% of net sales
On a per store basis adjusted selling, generahdministrative expense, excluding the aforementausts increased 2.2% compared with
fiscal year 2011. This increase was primarily duthe decline in expense leverage from lower sadkgme and higher rent expense from
increased square footage in certain new and reldcbres.

Net interest and other expense decreasé&ddilion to $2.0 million in fiscal 2012 comparéa $2.5 million in fiscal 2011. This decrease
was primarily attributable to a decrease in tatsgiiest expense related to the improved terms mdimended credit facility and lower
borrowings in fiscal 2012.

Income tax expense decreased to $1.5 miltidiscal 2012 from $6.0 million in the prior &ial year. Our effective tax rate decreased fror
38.4% in fiscal 2011 to 27.6% in fiscal 2012, irgka part, due to the recognition of the Hire ActdRtion Tax Credit in fiscal year 2012 and
the reduction of non-deductible expenses in figear 2012.

Liquidity and Capital Resources
Cash Flows from Operating Activities

In fiscal year 2013 cash used in operatictivities was $3.2 million, compared to cash pded by operating activities of $59.5 million in
the prior year. In fiscal year 2013 cash used irafing activities was primarily due to a net 106§$56.4 million combined with a decrease in
accounts payable of $25.1 million and a decreasefierred income tax of $7.1 million, partially &t by a decrease in inventory of
$53.5 million, a loss on disposal of assets of $6illon and an adjustment for depreciation experfs®13.5 million. Our fiscal year loss of
$56.4 million includes a significant non-cash clearglated to our inventory devaluation charge df.84million and $10.8 million in expenses
associated with our strategic Company turn arodad. pn fiscal year 2012 cash flow from operatimghdaties was $59.5 million primarily
driven by net income of $3.9 million, and an in@@& accounts payable of $35.8 million due tctittméng of inventory receipts and an
adjustment for depreciation expense of $14.5 mnillio fiscal year 2011 cash used in operating #igts/was $0.1 million, primarily driven by
an increase in inventory of $25.7 million, offsgtret income of
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$9.6 million adjusted for $16.1 million partially depreciation expense, and an increase in accpapéble of $2.7 million.
Cash Flows from Investing Activities

Net cash used in investing activities was tb capital expenditures of $9.6 million, $13.@iom and $20.6 million for the fiscal years
ended June 30, 2013, 2012, and 2011, respectahlyng each year these expenditures were primtdiinology improvements, store
merchandise fixtures and leasehold improvementsciently expect to incur capital expenditurethi@ range of $15 to $20 million in fiscal
year 2014 primarily related to new cash registersfi stores, store maintenance and improvemermtsgstem enhancemer

Cash Flows from Financing Activities

Net cash provided by financing activities fiscal year 2013 was primarily due to the pratseftom employee common stock transaction:
of $1.7 million. Net cash used in financing actestof $25.4 million in fiscal 2012 was due to @efe in cash overdraft of $18.8 million and
the purchase of treasury shares of $6.1 milliori.ddsh provided by financing activities in fisc@llA of $16.4 million was primarily related to
the change in cash overdraft of $15.4 million.

Secured Credit Facility

We have a credit agreement providing foasset-based, five-year senior secured revolviaditcfacility in the amount of up to
$180.0 million which matures on November 17, 2006r indebtedness under the Revolving Credit Fgdgisecured by a lien on substantially
all of our assets. The Revolving Credit Facilityntins certain restrictive covenants, which affaotong others, our ability to incur liens or
incur additional indebtedness, change the natuoaziobusiness, sell assets or merge or consoldttieany other entity, or make investment
acquisitions unless they meet certain requireménis financial covenant requires that we maintaiailability of 10% of our calculated
borrowing base, but never less than $15 million: &€acured credit facility may, in some instancisitlpayment of cash dividends and
repurchases of the Company's common stock. In dod®iake a restricted payment, including paymerat dividend or a repurchase of shares,
we must maintain availability of 17.5% of our lendeaggregate commitments under the Revolving CFeiility for three months prior to and
on a pro forma basis for the six months immediafellpwing the restricted payment, and must satésfixed charge ratio requirement.

At June 30, 2013, we had no amounts oudstgrunder the Revolving Credit Facility, $6.9 naiti of outstanding letters of credit and
availability of $103.6 million under the Revolvirigredit Facility. Letters of credit under the Revoly Credit Facility are primarily for self
insurance purposes. We incur commitment fees &6 @p375% on the unused portion of the RevolvingdiirFacility. Any borrowing under
the Revolving Credit Facility incurs interest aBIOR or the prime rate, plus an applicable mardioua election (except with respect to swing
loans, which incur interest solely at the primenalus the applicable margin). These rates areased or reduced as our average daily
availability changes. Interest expense of $1.7iomilfor fiscal 2013 was due primarily to commitméss of $0.8 million, the amortization of
financing fees of $0.7 million and $0.2 millioniimerest expense on borrowings. As of June 30, 28&3vere in compliance with all required
covenants.

Liquidity

We have financed our operations with fugelserated from operating activities, available casthcash equivalents and borrowings unde
our Revolving Credit Facility. Cash and cash edleints as of June 30, 2013, 2012, and 2011, werd®$@flion, $39.7 million, and
$19.4 million, respectively. Our cash flows willrdmue to be utilized for the operation of our mesis and the use of any excess cash
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will be determined by the Board of Directors. Oorrowings have historically peaked during Octolewa build inventory levels prior to the
holiday selling season. Given the seasonality ofomsiness, the amount of borrowings under our Réwg Credit Facility may fluctuate
materially depending on various factors, including time of year, our needs and the opportunigctguire merchandise inventory. Our
primary uses for cash provided by operating adisitelate to funding our ongoing business actéigiind planned capital expenditures. We
may also use available cash to repurchase shames obmmon stock. We believe funds generated fsanoperations, available cash and cas
equivalents and borrowings under our Revolving @realcility will be sufficient to fund our operatig for the next year. If our capital
resources are not sufficient to fund our operatisresmay seek additional debt or equity financidgwever, we can offer no assurances that
we will be able to obtain additional debt or eqditbancing on reasonable terms.

Off-Balance Sheet Arrangements
We had no off-balance sheet arrangement$ &sne 30, 2013.
Contractual Obligations

The following table summarizes our contmatbbligations at June 30, 2013 and the effeath sbligations are expected to have on our
liquidity and cash flow in future periods (in thaunsls):

Payments Due by Perioc

1 Year or More than

Contractual Obligations Total Less 2-3 Years 4 -5 Years 5 Years
Non-cancelable operating leas $ 189,91t $ 62,22¢ $ 8542 $ 36,080 $ 6,18
Maintenance, insurance and taxes

operating lease 29,29¢ 9,59¢ 13,171 5,56¢ 954
Commitment fees on Revolving

Credit Facility 2,00¢ 59¢ 1,191 222 —
Total $ 221,22: $ 72,420 $ 99,79: $ 41.86¢ $ 7,137

We do not consider merchandise purchasersitd be contractual obligations due to designed®dellation dates on the face of the
purchase order. Contractually required paymentsifmintenance, insurance and taxes on our leaseenpies are estimated above as a
percentage of rent based on historical trends.&hewunts can vary based on multiple factors inetuohflation, macroeconomic conditions,
various local tax rates and appraised values ofental properties. Commitment fees on our Revgh@nedit Facility are calculated based on
contractual commitment fees and standby lettereditfees assuming our current balances of zeth@®Revolving Credit Facility and letters
of credit totaling $6.9 million. It is likely we Wiincur additional interest expense than that elalied above as we may borrow amounts, from
time to time, under our Revolving Credit Facility.

Quarterly Results and Seasonality

The following tables set forth some of quarterly financial data for the eight quarterseshdune 30, 2013. The quarterly information is
unaudited but has been prepared on the same Isabie audited financial statements included elsesvimethis Form 10-K. We believe that all
necessary adjustments (consisting only of nornm@lrreng adjustments) have been included to prefséy the unaudited quarterly results
when read in conjunction with our consolidated ficial statements and related notes included els@whehis Form 10-K. The results of
operations for any quarter are not
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necessarily indicative of the results for any fatperiod. (In thousands, except for per share atadacomparable store sales.)

Quarters Ended

Sept. 30, Dec. 31, March 31, June 30,
2012 2012 2013 2013
Net sales $ 172,79' $ 285,31: $ 178,07 $ 202,13«
Gross profit 64,90¢ 61,60: 66,157 66,77
Operating los! (10,889 (22,597 (12,739 (11,289
Net loss (6,967) (21,46¢) (12,36€) (15,587
Basic loss per share( (0.19) (0.5)) (0.29 (0.3%)
Diluted loss per share( (0.19) (0.57) (0.29) (0.3%)
Comparable store sales incre 1.3% 5.€% 2.8% 4.€%

Quarters Ended

Sept. 30, Dec. 31, March 31, June 30,
2011 2011 2012 2012
Net sales $ 170,65 $ 273,05« $ 172,69¢ $ 196,37!
Gross profit 64,97 104,81! 65,56¢ 73,51:
Operating (loss) incomr (8,49¢) 25,48¢ (6,097 (3,459
Net (loss) incomi (5,690 15,851 (4,245 (2,009
Basic (loss) earnings per share (0.19) 0.37 (0.10 (0.0%)
Diluted (loss) earnings per share (0.13) 0.37 (0.10 (0.0%)
Comparable store sales decre (4.2)% (4.6)% (3.2% (0.2%

(1) Our results for the quarter ended DecembeRB12 were impacted by a pretax loss of $41.8 onilassociated with the
inventory devaluation charge.

(2)  Our results for the quarter ended June 30, 2018 weapacted by the disposal of assets includingttemmerce platforr
and the point of sale hardware.

3) Net (loss) income per share amounts are computkgbandently for each of the quarters presentedeldre, the sum of
the quarterly net (loss) income per share in figears 2013 and 2012 may not equal the total cosdpfot the yeai

Our quarterly results of operations maytihate based upon such factors as the numberraimdjtof store openings, the amount of net
sales contributed by new and existing stores, tixeofrmerchandise sold, pricing, store closingsebocations, competitive factors and general
economic and weather-related conditions. The tinohgales events could impact the weighting ofshletween quarters. We expect to
continue to experience seasonal fluctuations irbagimess, with a significant percentage of oursaéts and operating income being generate
in the quarter ending December 31, which inclutieshbliday selling season.

Inflation

In our opinion, the overall effect of intflan has not had a material effect on our resdltsperations in any of the fiscal years of 2013,
2012, or 2011. We cannot assure that inflation moll materially affect our results of operationsha future.

Recent Accounting Pronouncements
None.
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to various market riskduding changes in foreign currency exchange ratesraerest rates. Market risk is the potentia
loss arising from adverse changes in market peaoesrates, such as foreign currency exchange amek#t rates. Based on our market risk
sensitive instruments outstanding as of June 303,285 described below, we have determined thed thas no material market risk exposure
to our consolidated financial position, result®pérations or cash flows as of such date. We demtet into derivatives or other financial
instruments for trading or speculative purposes.

Foreign Currency Exchange Rates. We enter into foreign currency forward contsagith major financial institutions, which particie
in our Revolving Credit Facility, to manage anduegl the impact of changes in foreign currency emgbaates on contractual merchandise
purchases with certain international vendors, priljman Euros. During the fiscal year ended June B@13, the only transactions we hedged
were for inventory purchase orders placed withifgrerendors for which the purchase order had tedttted in the vendor's foreign currency.
The periods for the forward foreign exchange camgraorrespond to the periods of the hedged tréinsac Gains and losses on forward fort
exchange contracts are reflected in the statenfeparations and were immaterial to us as a whotheé fiscal year ended June 30, 2013.

The estimated fair value of foreign curngnontracts represents the amount required to @rtteoffsetting contracts with similar
remaining maturities based on quoted market prisedune 30, 2013, fair value of all outstandingtcacts was immaterial. A large fluctuation
in exchange rates for these currencies could hawaterial effect on their fair value; however, hegawe only use these forward foreign
currency contracts to hedge future inventory pusekaat a fixed price in the vendor's foreign cuoyeat the time the purchase order is made
and such hedging activities have been immatenigl flactuations in the exchange rate should noenigty affect us.

You can find more information about the@auting policies for our forward foreign currenayntracts and our financial instruments in
Note 1 of the notes to our consolidated finandiatiesnents included in this Form-K.

Interest Rates. The Company's Revolving Credit Facility is aiable interest rate agreement, and therefore t&ffidoy fluctuations in
market interest rates. Borrowings may incur intea¢®ither LIBOR or the prime rate depending antdérm of the borrowing plus an applice
margin. In fiscal 2013, the Company incurred $0ilion in interest expense on borrowings. Due te thinimal period of time the Company
sustains its outstanding borrowings, it considesrexposure to adverse market interest rate fltionmto be minimal. As of June 30, 2013, the
Company did not have any long-term debt outstandvtgye information about debt held by the Compangniailable in Note 3 of the notes to
our consolidated financial statements includedhis Form 10-K.
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Item 8. Financial Statements and Supplementary &ia

The following consolidated financial statmts of Tuesday Morning Corporation and its subsies and Report of Independent Regist
Public Accounting Firm are included in this FormK@nd incorporated herein by reference.

Page

Index Number
Report of Independent Registered Public Accounfing F-2
Consolidated Balance Sheets as of June 30, 20d2Ci? F-3
Consolidated Statements of Operations for the lfigears ended June 30, 2013, 2012, and

2011 F-4
Consolidated Statements of Other Comprehensivesjllosome for the fiscal years enc

June 30, 2013, 2012, 20 F-5
Consolidated Statements of Stockholders' Equitytferfiscal years ended June 30, 2013,

2012, and 201 F-6
Consolidated Statements of Cash Flows for thelfigears ended June 30, 2013, 2012,

2011 F-7
Notes to Consolidated Financial Statements fofiffoal years ended June 30, 2013, 2(

and 2011 F-8

Item 9. Changes in and Disagreements With Accotents on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

Based on our management's evaluation (uétticipation of our principal executive officerdaour principal financial officer), our
principal executive officer and our principal fir@al officer have concluded that our disclosuretoas and procedures (as defined in Rule 13
15(e) under the Securities Exchange Act of 1934nasnded (the "Exchange Act")) were effective a3umie 30, 2013 to provide reasonable
assurance that information required to be discldgeds in this Report on Form 10-K was (1) recorgedcessed, summarized and reported
within the time periods specified in the Securitiesl Exchange Commission's rules and forms ando@)mulated and communicated to our
management, including our principal executive andgipal financial officers, as appropriate, tooal timely decisions regarding required
disclosure.

A control system, no matter how well coneeli and operated, can provide only reasonablealrsailute, assurance that the objectives of
the control system are met. Because of inhereiitialiions in all control systems, no evaluation ofittols can provide absolute assurance that
all control issues, if any, within a company haeeib detected. Accordingly, our disclosure contaold procedures are designed to provide
reasonable, not absolute, assurance that theictokge are met and, as set forth above, our clieftive officer and chief financial officer
have concluded, based on their evaluation as ofrldeof the period covered by this report, thatdisclosure controls and procedures were
effective to provide reasonable assurance that tgéctives were met.

Management's Annual Report on Internal Control Over Financial Reporting

Management of Tuesday Morning is respoeditit establishing and maintaining adequate intexoiatrol over financial reporting as
defined in Rule 13a-15(f) or Rule 15(&%(f) under the Exchange Act. Tuesday Morning'erimtl control over financial reporting is desigre
provide reasonable
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assurance regarding the reliability of financigdaoging and the preparation of financial statemémt&xternal purposes in accordance with
generally accepted accounting principles.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Therefore, even thos
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.

Our management (with the participation of principal executive officer and our principaldincial officer) assessed the effectiveness of
Tuesday Morning's internal control over financegorting as of June 30, 2013. In making this assess management used the criteria set
forth by the Committee of Sponsoring Organizatiohthe Treadway Commission (COSO) in Internal Colrtfintegrated Framework (1992
Framework). Based on this assessment, managemaitided that, as of June 30, 2013, Tuesday Mominternal control over financial
reporting is effective based on those criteria.

The Company's independent registered pabliounting firm has issued an attestation repothe effectiveness of the Company's
internal control over financial reporting as of 80, 2013. The report follows on the next page.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholders of Tuesdaiviorning Corporation

We have audited Tuesday Morning Corporaiorternal control over financial reporting aslahe 30, 2013, based on criteria establishe
in Internal Control—Integrated Framework issuedtiy Committee of Sponsoring Organizations of thea@way Commission (1992
Framework) (the COSO criteria). Tuesday Morningg@oation's management is responsible for maintgieffective internal control over
financial reporting, and for its assessment ofeffiectiveness of internal control over financigboeting included in the accompanying
Management's Annual Report on Internal Control Gaieancial Reporting. Our responsibility is to exgg an opinion on the company's
internal control over financial reporting basedoam audit.

We conducted our audit in accordance withdtandards of the Public Company Accounting Qgiet8oard (United States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finangigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureh®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Tuesday Morning Corporatioaintained, in all material respects, effectivieinal control over financial reporting as of
June 30, 2013, based on the COSO criteria.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogitd8oard (United States), the
consolidated balance sheets of Tuesday MorningdZation as of June 30, 2013 and 2012, and thescktainsolidated statements of
operations, comprehensive (loss) income, stockinglléguity, and cash flows for each of the thremry the period ended June 30, 2013, of
Tuesday Morning Corporation and our report datedusti 28, 2013 expressed an unqualified opinioretirer

/sl ERNST & YOUNG LLP
Dallas, Texas
August 28, 2013
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Report of Independent Registered Public Accountindrirm

The report of Independent Registered Pultioounting Firm is included in page F-2 of thigol0-K.
Changes in Internal Control Over Financial Reporting

There were no changes in our internal obiver financial reporting that occurred during éaurth fiscal quarter that have materially
affected or are reasonably likely to materiallyeaffour internal control over financial reporting.

Item 9B. Other Information
None.
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PART III
Iltem 10. Directors, Executive Officers and Corpmate Governance

The information required by this Item 10risorporated herein by reference to the disclofawad in our definitive proxy statement to be
filed with the SEC pursuant to Regulation 14A of tixchange Act in connection with Tuesday Morni2§$3 Annual Meeting of
Stockholders under the captions "ProposaEleetion of Directors", "Corporate Governance", 8eutive Officers”, "Meetings and Committ
of the Board of Directors", and "Section 16(a) Beral Ownership Reporting Compliance."

We have adopted a "Code of Conduct" thiabdishes the business conduct to be followed bgfalur officers, employees and members
of our Board of Directors, which is available orr sebsite atvww.tuesdaymorning.coonder "Investor Relations—Corporate Governance."
Any amendment of our Code of Conduct or waiveruo @ode of Conduct with respect to our directors executive officers will be posted on
the Company's website.

There have been no changes to the procetyrehich stockholders may recommend candidatesuioBoard of Directors that have
occurred in the year ended June 30, 2013.

ltem 11. Executive Compensation

The information required by this Item 1irisorporated herein by reference to the applicdtgelosure found in our definitive proxy
statement to be filed with the SEC pursuant to Regun 14A of the Exchange Act in connection witheEday Morning's 2013 Annual Meet
of Stockholders under the captions "Compensatiom@ittee Report"”, "Executive Compensation” and "Btioe Compensation.”

Item 12. Security Ownership of Certain BeneficiBOwners and Management and Related Stockholder Métrs

The information required by this Item 12risorporated herein by reference to the applicdtgelosure found in our definitive proxy
statement to be filed with the SEC pursuant to Regun 14A of the Exchange Act in connection witheBday Morning's 2013 Annual Meet
of Stockholders under the caption "Security Ownigrsii Certain Beneficial Owners and Management."

Equity Compensation Plan Information

The following table provides informationcatb our common stock that may be issued upon thecese of options under equity
compensation plans approved by stockholders dsedidcal year
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ended June 30, 2013. We do not have any equity ensapion plans that were not approved by our studiklns.

Number of Securities
Remaining Available for

Number of Securities Future Issuance
to be Issued Under Equity
Upon Exercise of Weighted-Average Compensation Plans
Outstanding Options, Exercise Price of (excluding securities
Warrants and Rights Outstanding Options, reflected in column (a))
Plan Category (thousands) Warrants and Rights (thousands)

@) (b) ©
Equity Compensation Plans
Approved by Security Holde! 1,61¢ $ 9.17 3,111
Equity Compensation Plans Nc
Approved by Security Holdel — — —

Total 1,61¢ $ 9.17 3,111

Item 13. Certain Relationships and Related Trarections, Director Independence

The information required by this Item 13risorporated herein by reference to the applicdfselosure found in our definitive proxy
statement to be filed with the SEC pursuant to Regun 14A of the Exchange Act in connection witheEday Morning's 2013 Annual Meet
of Stockholders under the captions "Certain Refstigps and Related Transactions” and "Corporatesfdawnce."

Item 14. Principal Accountant Fees and Services

The information required by this Item 14risorporated herein by reference to the applicdtgelosure found in our definitive proxy
statement to be filed with the SEC pursuant to Regun 14A of the Exchange Act in connection witheEday Morning's 2013 Annual Meet
of Stockholders under the caption "Independent ®eggd Public Accounting Firm."

40




Table of Contents

Iltem 15.

(@)

PART IV

Exhibits, Financial Statement Schedules

The following documents are filed as part of fhism 10-K.

1)

(2)

3)

Financial Statements:
The list of financial statements required by thés is set forth in Item 8.
Financial Statement Schedules:

All financial statement schedules called for undegulation S-X are not required under the relatsttiictions and/or are not
material and, therefore, have been omitted orrarleided in the consolidated financial statementsobes thereto included
elsewhere in this Form 10-K.

Exhibits:

See the list of exhibits in the "Exhibits Index"ttds Form 10K, which are incorporated herein by reference. a&klgbits includ
agreements to which the Company is a party or hesnaficial interest. The agreements have beeth iilg@rovide investors wit
information regarding their respective terms. Theeaments are not intended to provide any othemhttformation about the
Company or its business or operations. In partictite assertions embodied in any representatwasanties, and covenants
contained in the agreements may be subject tofopaaibns with respect to knowledge and materidlifferent from those
applicable schedules may contain information thadlifies, qualifies and creates exceptions to tipeasentations, warranties
and covenants set forth in the agreements. Moreoeetain representations, warranties, and coveriarthe agreements may
have been used for the purpose of allocating ritwéen parties, rather than establishing mattefacas. In addition,

information concerning the subject matter of theresentations, warranties and covenants in theagmets as characterizations
of the actual state of facts about the Companysdstisiness or operations on the date hereof.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

TUESDAY MORNING CORPORATIONMN
Date: August 28, 201

By: /sl R. MICHAEL ROULEAU

R. Michael Rouleau
Chief Executive Office

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Name Title Date

s/ R. MICHAEL ROULEAU Chief Executive Officer (Principal

Executive Officer) and Director

August 28, 2013
R. Michael Rouleal

Executive Vice President and Chief
Financial Officer and Treasurer
(Principal Financial and Accounting

/sl STEPHANIE BOWMAN

August 28, 2013
Stephanie Bowman

Officer)
/sl STEVEN R. BECKER
Chairman of the Board August 28, 2013
Steven R. Becke
/sl TERRY BURMAN
Director August 28, 2013
Terry Burmar
/s/ DAVID B. GREEN
Director August 28, 2013
David B. Greer
/s/ STARLETTE JOHNSON
Director August 28, 2013
Starlette Johnsa
/s/ WILLIAM MONTALTO
Director August 28, 2013
William Montalto
/s RICHARD S. WILLIS
Director August 28, 2013

Richard S. Willis
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholders of Tueddayning Corporation

We have audited the accompanying conselitibalance sheets of Tuesday Morning Corporatiarf asne 30, 2013 and 2012, and the
related consolidated statements of operations, celmepsive (loss) income, stockholders' equity, cash flows for each of the three years in
the period ended June 30, 2013. These financi@mstants are the responsibility of the Company'sagament. Our responsibility is to express
an opinion on these financial statements basedipawits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementieneed to above present fairly, in all materialpests, the consolidated financial position of
Tuesday Morning Corporation at June 30, 2013 ari 28nd the consolidated results of its operat@ntsits cash flows for each of the three
years in the period ended June 30, 2013, in confpmmith U.S. generally accepted accounting pritesp

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatd8oard (United States), Tuesday
Morning Corporation's internal control over finagaieporting as of June 30, 2013, based on crigstablished in Internal Control—Integrated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission (1992 Framkwand our report dated
August 28, 2013 expressed an unqualified opinienethn.

/sl ERNST & YOUNG LLP

Dallas, Texas
August 28, 2013
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Tuesday Morning Corporation
Consolidated Balance Sheets

(In thousands, except for per share data)

June 30,
2013 2012
ASSETS
Current asset:
Cash and cash equivale $ 28,89t $ 39,74(
Inventories 211,98: 265,63(
Prepaid expenses and other current a: 8,91¢ 11,357
Deferred income taxe 991 53t
Total current asse 250,78 317,26:
Property and equipment, r 66,00¢ 75,77
Deferred financing cos 2,011 2,60z
Other asset 1,20z 1,531
Deferred income te—non curren 1,87( —
Total Assets $ 321,88( $ 397,16
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl 72,95¢ 98,00¢
Accrued liabilities 35,71¢ 30,29t
Income taxes payab 85 19
Total Current liabilities 108,76:. 128,32:
Deferred ren 2,88t 3,262
Other liabilitie—non curren 2,28¢ —
Income taxes payal—non curren 487 57¢
Deferred income taxe — 4,81:
Total Liabilities 114,42: 136,97¢
Commitments and contingenci
Stockholders' equity
Preferred stock, par value $0.01 per share, aunbrdi 0,000,000 share
none issued or outstandi — —
Common stock, par value $0.01 per share, authofi2é¢00,000
shares; 44,517,731 shares issued and 42,785,93t&mding at
June 30, 2013 and 43,436,404 shares issued anz2ll4a37
outstanding at June 30, 20 44~ 434
Additional paic-in capital 214,01 210,32¢
Retained (deficit) earning (802) 55,57
Accumulated other comprehensive | — (54)
Less: 1,731,753 common shares in treasury, atabdtine 30, 2013 ar
1,714,867 common shares in treasury, at cost,net 30, 201: (6,19¢) (6,092
Total Stockholders' Equit 207,45 260,19:
Total Liabilities and Stockholders' Equ $ 321,88( $ 397,16°

The accompanying notes are an integral part ottheasolidated financial statements.
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Tuesday Morning Corporation
Consolidated Statements of Operations
(In thousands, except per share data)

Fiscal Years Ended June 3(

2013 2012 2011
Net sales $ 838,31 $ 812,78 $ 821,15(
Cost of sale: 578,87t 503,91t 507,83«
Gross profit 259,43 308,86 313,31t
Selling, general and administrative exper 315,93: 301,42 295,27:
Operating (loss) incom (56,495 7,43 18,04:
Other (expense) incom
Interest expens (1,677) (2,259 (3,119
Interest incom: 9 9 2
Other (expense) income, r (5,24%) 21t 62C
(6,919 (2,030 (2,496
(Loss) income before income tax (63,409 5,407 15,541
Income tax (benefit) expen (7,032 1,49¢ 5,96¢
Net (loss) incom $ (56,37¢ $ 3,91t $ 9,57¢

(Loss) earnings Per Shart
Net (loss) income per common she

Basic $ (139 $ 0.0¢ $ 0.22

Diluted $ (139 % 0.0¢ $ 0.2z
Weighted average number of common she

Basic 42,24¢ 41,98t¢ 42,49:

Diluted 42,24¢ 42,53¢ 43,07¢

The accompanying notes are an integral part oktheasolidated financial statements.

F-4




Table of Contents

Tuesday Morning Corporation
Consolidated Statements of Comprehensive (Loss) lome
(In thousands)

Years Ended June 30

2013 2012 2011
Net (loss) incom $ (56,37¢) $ 3,91 $ 9,57¢
Other Comprehensive (Loss) Incor
Foreign currency translation adjustme 55 35 (2149
Less: Reclassification adjustment for losses inetlith net incom: Q) — —
Other Comprehensive (Loss) Income, before 54 35 (219
Less: Income tax expense (benefit) related to itehwther
comprehensive (loss) incor 2C 14 (81)
Comprehensive (Loss) Incor $ (56,30) $ 3,96z $ 9,28¢

The accompanying notes are an integral part ottheasolidated financial statements.
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Balance at
June 30,
2010

Comprehensiv
income:

Net income

Other
comprehens
(loss)

Shares issued
or canceled
in connectiol
with
employee
stock
incentive
plan and
related tax
effect

Shares issued
in connectiol
with
exercises of
employee
stock option:

Excess tax
benefit

Amortization
of share-
based
compensatic
expense

Balance at
June 30,
2011

Comprehensiv
loss:

Net income

Other
comprehens
income

Shares issued
or canceled
in connectiol
with
employee
stock
incentive
plan and
related tax
effect

Shares issued
in connectiol
with

Tuesday Morning Corporation

Consolidated Statements of Stockholders' Equity

(In thousands)

Accumulated

Other

Additional Retained Comprehensive Total
Common Stack Paid-In (Deficit) FLoss) Treasury Stockholders'

Shares Amount Capital Earnings Income Stock Equity
43,02: $ 43C $ 205,25' $ 42,08: $ 12 — $ 247,89.
— — — 9,57¢ — — 9,57¢
— — — — (214 — (214)
11€ 2 (1) — — — 1
47 — 60 — — — 60
— — 98C — — — 98(
— — 1,83¢ — — — 1,83¢
43,18t $ 43z $ 208,13( $ 51,66. $ 89 $ — $ 260,13
— — — 3,91 — — 3,91
— — — — 35 — 35
192 2 — — — — 2



exercises of
employee
stock option:
Excess tax
benefit
Treasury stocl
Amortization
of share-
based
compensatic
expense

Balance at
June 30,
2012

Comprehensiv
income:

Net loss

Other
comprehens
(loss)

Shares issued
or canceled
in connectiol
with
employee
stock
incentive
plan and
related tax
effect

Shares issued
in connectiol
with
exercises of
employee
stock option:

Excess tax
benefit

Treasury stocl

Amortization
of share-
based
compensatic
expense

Balance at

June 30,
2013

58 — 77 — — — 77
— — 28¢ — — — 28¢
(1,715 — — — — (6,09 (6,097)
— — 1,83¢ — — — 1,83¢
41,72. $ 434 $ 210,32 $ 5557/ $ (54) (6,099 $ 260,19
— — — (56,379 — — (56,376
— — — — 54 — 54
13¢ — — — — — —
942 11 1,797 — — — 1,80¢
17 — — — — (10€) (10€)
— — 1,88¢ — — — 1,88¢
42,78¢ $ 44F $ 21401 $ (802 $ — $(6199 $ 207,45

The accompanying notes are an integral part oktheasolidated financial statements.
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Tuesday Morning Corporation
Consolidated Statements of Cash Flows
(In thousands)

Years Ended June 30
2013 2012 2011

Cash flows from operating activities:
Net (loss) incom $ (56,37 $ 391 $ 9,57¢
Adjustments to reconcile net(loss) income to nehdased

in) provided by operating activitie

Depreciatior 13,45: 14,51¢ 16,10:
Amortization of financing fee 592 76C 1,01¢
Shar-based compensation expe! 1,98¢ 1,987 2,33:
Loss on disposal of ass¢ 6,161 46C 23¢
Deferred income taxe (7,139 (572 3,35¢
Other nor-cash item: 54 35 (2149
Change in operating assets and liabilit
Inventories 53,54¢ (1,422) (25,667)
Prepaid and other current ass 2,43¢ 2,32i (3,929
Other asset 32¢ 247 (59
Accounts payabl (25,05) 35,75:¢ 2,731
Accrued liabilities 4,93( 1,53¢ (5,557
Other payable n¢-current 2,28¢ — —
Deferred ren (377) 64 17
Income taxes payab (25) (123 (15)
Net cash (used in) provided by operating activi (3,189 59,48: (62
Cash flows from investing activities:
Capital expenditure (9,609 (13,765 (20,600
Proceeds from sale of ass 25C 10C
Net cash used in investing activiti (9,359 (13,765 (20,500
Cash flows from financing activities:
Borrowings under revolving credit facili 94,65 92,33¢ 152,35:
Repayments under revolving credit facil (94,655 (92,33  (152,35)
Change in cash overdr: (18,79) 15,40(
Proceeds from the exercise of employee stock op 1,80¢ 77 60
Excess tax benefit related to exercise of stoclonp — 28¢ 98C
Purchase of treasury sto (10€) (6,092 —
Payment of financing fee — (85¢) —
Net cash provided by (used in) financing activi 1,70z (25,37¢) 16,44(
Net (decrease) increase in cash and cash equis (10,849 20,34( (4,127
Cash and cash equivalents, beginning of pe 39,74( 19,40( 23,52:
Cash and cash equivalents, end of pe $ 28,89¢ $ 39,74( $ 19,40(
Supplemental cash flow information:
Interest paic $ 1,01¢ $ 1,42 $ 1,95¢
Income taxes (refunds received) p 73 (392 3,32¢

The accompanying notes are an integral part ottheasolidated financial statements.
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TUESDAY MORNING CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

We operated 828 discount retail stores3iistates as of June 30, 2013 (852 and 861 stodemat30, 2012 and 2011, respectively). We

upscale, decorative home accessories, housewarkfarmaous maker gifts which we purchase at belowlegale prices. Our stores have
periodic advertised events that occur in each madtin stores are normally closed for, on averagéyaurs during the months of January and
July as we conduct physical inventories at allwf stores.

(@)

(b)

(©)

Basis of Presentation-The accompanying consolidated financial statemietade the accounts of Tuesday Morning Corporatio
Delaware corporation, and its wholly-owned subsid& All intercompany balances and transactione feeen eliminated in
consolidation. We operate our business as a sopgeating segment.

Cash and Cash EquivalentsCash and cash equivalents are comprised of araditreceivables and all highly liquid instrumentth
original maturities of three months or less. Caghivealents are carried at cost, which approximédes/alue. At June 30, 2013 and
2012, credit card receivables from third party eoner credit card providers were $7.4 million andB$&illion, respectively.

Inventories—Inventories, consisting of finished goods, ar¢estat the lower of cost or market using the retaiéntory method for
store inventory and the specific identification heet for warehouse inventory. Amounts are removerhfinventory based on the retail
inventory method which applies a cost-to-retailoré&d our various retail deductions (sales, markasvshrink, etc.) to arrive at cost of
sales. Buying, distribution, freight costs and @ierbther expenses are capitalized as part of tovgiand are charged to cost of sales a:
the related inventory is sold. These capitalizegeeses included in ending inventory totaled $24ilBom and $31.8 million at June 30,
2013 and 2012, respectively. We charged $79.1amijl$67.3 million, and $68.0 million, of such caited inventory costs to cost of
sales for the fiscal years ended June 30, 2012,201d 2011, respectively. In the second quartéiscél 2013 we made a strategic
decision to accelerate the sell off of certain meey by the end of the 2013 calendar year. In ectian with this decision, we recorded
a pre-tax $41.8 million inventory write-down in ¢a sales.

We conduct semi-annual physical inventories to mesagquantities on-hand and make appropriate adgrgsrio our financial
statements. During periods for which physical obstgons do not occur, we utilize an estimate faording shrinkage reserves, based
on past historical trends of physical inventoryuitss These shrinkage reserves may require a falooa unfavorable adjustment to
actual results to the extent our subsequent aptuaical inventories yield a different result. Waeumarkdowns to promote the effect
and timely sale of merchandise. Temporary markdaoavador a designated period of time with markdovat®rded based on quantities
sold during the period. Permanent markdowns vatiniing throughout the year, but are charged t¢ obsales immediately based on
total quantities on-hand in the stores. We reviewinventory during and at the end of each quarteekriod to ensure all necessary
pricing actions are taken to adequately value wuentory at the lower of cost or market. Theseoastiwhich involve actual or planned
permanent markdowns are considered by managembattte appropriate prices to stimulate demanthimerchandise. Actual
required permanent markdowns could differ materitthm management's initial estimates based onrdutustomer demand or
economic conditions.
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TUESDAY MORNING CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

(1) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

()

(f)

(9)

Property and Equipment-Property and equipment are stated at cost. Buigdifuginiture, fixtures, leasehold improvements and
equipment are depreciated on a straight-line s the estimated useful lives of the assets lbsis:

Estimated Useful Lives

Buildings 30 year
Furniture and fixture 3to 7 year
Leasehold improvemen Shorter of lease life or life of improvem
Equipment 5to 10 yeat

Upon sale or retirement of an asset, the relatetiastd accumulated depreciation are removed frana@zounts and any gain or loss is
recognized in the statement of operations. Exparastfor maintenance, minor renewals and repagrexgpensed as incurred, while
major replacements and improvements are capitalzedthe fiscal year ended June 30, 2013 we désposassets with a net book
value of approximately $6.2 million related to thggrading of our point of sale hardware, our plagrand allocation system and the
disposal of software associated with discontindinge-commerce platform, which is presented in rotegpense) income on the
Consolidated Statement of Operations.

Deferred Financing Costs-Deferred financing costs represent fees paid mmeotion with obtaining bank and other long-term
financing. These fees are amortized over the tdrineorelated financing using the effective intéregthod.

Income Taxes-Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lial@éhtare recognized f
the future tax consequences attributable to diffegs between the financial statement carrying amsaafrexisting assets and liabilities
and their respective tax bases. Deferred tax aaadtfiabilities are measured using statutory td&s expected to apply to taxable
income in the years in which those temporary diffiees are expected to be recovered or settledeffédet on deferred tax assets and
liabilities of a change in tax rates is recognigethcome in the period that includes the daterafoment. We file our annual federal
income tax return on a consolidated basis. Furthezmwe recognize uncertain tax positions when axeetdetermined it is more likely
than not that a tax position will be sustained upramination. However, new information may becoweilable or applicable laws or
regulations may change thereby resulting in a falvleror unfavorable adjustment to amounts recorded.

Self Insurance ReservesWe use a combination of insurance and self-insiggatans to provide for the potential liabilitiessaciated
with workers' compensation, general liability, pedy insurance, director and officers' liabilitysurance, vehicle liability and employee
health care benefits. Our stop loss limits pemelare $500,000 for workers' compensation, $250f608eneral liability, and $150,000
for medical. Liabilities associated with the rigkat are retained by us are estimated, in partitgrical claims experience, severity
factors and the use of loss development factors.

The insurance liabilities we record are primariifiuenced by changes in payroll expense, salesheuwf vehicles, and the frequency
and severity of claims; and include a reserve f@nts incurred but not yet reported. Our estimais=gtrves may be materially different
from our future
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TUESDAY MORNING CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

(1) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

(i)

0

(k)

actual claim costs, and, when required adjustntertsir estimate reserves are identified, the lighill be adjusted accordingly in th
period. Our self-insurance reserves for workersipansation, general liability and medical were $6illion, $2.6 million, and

$0.8 million, respectively, at June 30, 2013; $BiBion, $3.0 million, and $0.9 million, respectiyeat June 30, 2012; and $6.9 million,
$2.6 million, and $1.3 million, respectively, an&u30, 2011.

We recognize insurance expenses based on thefdateoocurrence of a loss including the actual @estimated ultimate costs of our
claims. Claims are paid from our reserves and atreat period insurance expense is adjusted fodifference in prior period recorded
reserves and actual payments. Current period insaraxpenses also include the amortization of memjums paid to our insurance
carriers. Expenses for workers' compensation, géhability and medical insurance were $4.0 mitlj&2.1 million and $8.5 million,
respectively, for the fiscal year ended June 323283.4 million, $2.8 million and $9.5 million,seectively, for the fiscal year ended
June 30, 2012; and $1.7 million, $3.2 million argd1$million, respectively, for the fiscal year eddiine 30, 2011.

Revenue Recognitiea-Sales are recorded at the point of sale and camagyof merchandise to customers. Sales are netushs and
exclude sales tax.

Advertising—Costs for direct mail, television, radio, newspajped other media are expensed as the advertisedsetake place.
Advertising expenses for the fiscal years ende@ B 2013, 2012, and 2011 were $27.5 million, $28illion, and $28.1 million,
respectively. We do not receive money from vendosupport our advertising expenditures. As of J3e2013, there was prepaid
advertising of $121,000 compared to prepaid adsiagiof $315,000 at June 30, 2012.

Use of Estimates-The preparation of the consolidated financialestants in conformity with U.S. generally acceptedoanting
principles requires management to make estimaassumptions that affect the reported amountss#ta and liabilities and
disclosure of contingent assets and liabilitiehatdate of the consolidated financial statememtd,the reported amounts of net sales
and expenses during the reporting period. Actuallte could differ from those estimates.

Financial Instruments—The fair value of financial instruments is detemed by reference to various market data and otileation
techniques as appropriate. The only financial imetnts we carry are our revolving credit facilidgoreign currency exchange
contracts for merchandise purchases denominatieddign currency.

We enter into foreign currency forward exchangetiams with a major financial institution that peipates in our revolving credit
facility to manage and reduce the impact of flutires in foreign currency exchange rates on cexaitractual merchandise purchase:
with international vendors between the order andnt dates, which generally approximate 2 to 6thnNVe do not utilize derivati
financial instruments for trading or speculativepmses.

We account for our foreign currency forward consaas cash flow hedges in accordance with geneaatigpted accounting principles
of the United States. Changes in the fair valuthefcontracts that are considered to be effect@eerorded in other comprehensive
income (loss) until the hedged item is recordedamings. Effective cash flow hedges are recla&skifut of other comprehensive
income (loss) and into cost of sales when the hetdgeentory is sold. The ineffective portion of bebow hedges are recorded in other
income or loss and were not material
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TUESDAY MORNING CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

(1) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

(m)

for the periods presented. The effect of foreigchexge contracts on our financial position or rtssoil operations historically and for
the periods presented is and has been immaterial.

Share-Based CompensatieAWe recognized share-based compensation costs tirederquirements of U.S. generally accepted
accounting principles as follows (in thousands):

Fiscal Years Ended June 3C

2013 2012 2011
Amortization of share-based compensation dur

the perioc $ 1,88¢ $ 1,83« $ 1,83¢
Amounts capitalized in inventol (497) (625) (500
Amount recognized and charged to cost of s 59¢ 77¢€ 99¢
Amounts charged against income for the periot

before tax $ 1,98 $ 1,987 $ 2,33C

Consistent with prior years, the fair value of eatdtk option granted during the fiscal year endigak 30, 2013 was estimated at the
date of grant using a Black-Scholes option prigimgfel. The expected term of an option is baseduoihistorical review of employee
exercise behavior based on the employee classui@or non-executive) and based on our consiaeraf the remaining contractual
term if limited exercise activity existed for a tn employee class.

The risk-free interest rate is the constant matuisk free interest rate for U.S. Treasury instemts with terms consistent with the
expected lives of the awards. The expected vdiatfibased on both the historical volatility ofr@tock based on our historical stock
prices and implied volatility of our traded stogitions.

These factors were as follows:

Fiscal Years Ended June 3(

2013 2012 2011
Weighted average risk-free interes

rate 0.3-0.7% 0.4- 1.6% 1.3-2.3%
Expected life of options (year 2.9-5.6 3.2-4.8 3.1-54
Expected stock volatilit 53.7-75.3% 68.4-83.5% 62.5-82.2%
Expected dividend yiel 0.0% 0.0% 0.0%

Net (Loss) Income Per Common SharBasic net (loss) income per common share forigoalfyears ended June 30, 2013, 2012, anc
2011, was calculated by dividing net (loss) incdigehe weighted average number of common sharasamating for each period.
Diluted net income per common share for the figears ended June 30, 2013, 2012, and 2011, wadatalt by dividing net income

by the weighted average number of common shar&glimg the impact of dilutive common stock equivate See Note 10.
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(1) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n) Impairment of Long-Lived Assets and Long-Lived &sgeBe Disposed GfLong-lived assets, principally property and equimtand
leasehold improvements, are reviewed for impairmadr@n circumstances indicate the carrying valuanofisset may not be
recoverable. For assets that are to be held amt) asémpairment is recognized when the estimatetisaounted cash flows associated
with the asset or group of assets is less than ¢heiying value. If impairment exists, an adjustinie made to write the asset down t
fair value, and a loss is recorded as the diffexdretween the carrying value and fair value. Falues are determined based on quotec
market values, discounted cash flows or internptaipals, as applicable. Assets to be disposeteakeported at the lower of the
carrying amount or fair value less costs to seipairment of long-lived assets has not had a natenpact on our financial position,
results of operations or liquidity for the periquesented.

(2) PROPERTY AND EQUIPMENT

Property and equipment, net of accumuldegateciation, consisted of the following at (inukands):

June 30,

2013 2012
Land $ 8,50¢ $ 8,50¢
Buildings 44,56t 44,24¢
Furniture and fixture 76,40« 97,38:
Equipment 32,153 55,80¢
Leasehold improvemen 16,621 15,61¢
178,25 221,55¢
Less accumulated depreciati (112,248 (145,78
Net property and equipme $ 66,00 $ 7577

(3) DEBT

We have a credit agreement providing foasset-based, five-year senior secured revolviaditcfacility in the amount of up to
$180.0 million which matures on November 17, 2006r indebtedness under the Revolving Credit Fgdgisecured by a lien on substantially
all of our assets. The Revolving Credit Facilityntins certain restrictive covenants, which affaotong others, our ability to incur liens or
incur additional indebtedness, change the natuoaiobusiness, sell assets or merge or consoldttieany other entity, or make investment
acquisitions unless they meet certain requireménis financial covenant requires that we maintaiailability of 10% of our calculated
borrowing base, but never less than $15 million: &€acured credit facility may, in some instancisitlpayment of cash dividends and
repurchases of the Company's common stock. In dod®iake a restricted payment, including paymerat dividend or a repurchase of shares,
we must maintain availability of 17.5% of our lemsleaggregate commitments under the Revolving CFeiility for three months prior to and
on a pro forma basis for the six months immediafellpwing the restricted payment, and must satésfixed charge coverage ratio
requirement.
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(3) DEBT (Continued)

At June 30, 2013, we had no amounts oudstgrunder the Revolving Credit Facility, $6.9 naifl of outstanding letters of credit and
availability of $103.6 million under the Revolvit@redit Facility. Letters of credit under the Revoly Credit Facility are primarily for self
insurance purposes. We incur commitment fees &6 @p375% on the unused portion of the Revolvingd@irFacility. Any borrowing under
the Revolving Credit Facility incurs interest aBIOR or the prime rate, plus an applicable mardioua election (except with respect to swing
loans, which incur interest solely at the primenalus the applicable margin). These rates areaserd or reduced as our average daily
availability changes. Interest expense of $1.7iomilfor fiscal 2013 was due primarily to commitméses of $0.8 million, the amortization of
financing fees of $0.7 million and $0.2 millioniimterest expense on borrowings. Interest expen$@.6fmillion for fiscal 2012 was due
primarily to commitment fees of $1.1 million, themartization of financing fees of $0.9 million an@.$ million in interest expense on
borrowings. Interest expense of $3.1 million fachl 2011 was due primarily to commitment feeslob$nillion, the amortization of financing
fees of $1.1 million and $0.5 million in interesipense on borrowings. As of June 30, 2013, we wrecempliance with all required covenar

(4) ACCRUED LIABILITIES

Accrued liabilities consist of the follovgr{in thousands):

June 30,
2013 2012
Sales ta) $ 2612 $ 2,67:
Selfinsurance reserve 9,96¢ 10,28:
Wages & benefit 7,51(C 4,932
Property taxe 1,38: 1,561
Other expense 14,24* 10,84°
Total accrued liabilitie: $ 35,71¢ $ 30,29¢
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(5) INCOME TAXES

Income tax (benefit) expense consistsrofi{ousands):

Current Deferred Total

Fiscal Year Ended June 30, 2C

Federal $ (135 $ (6,827) $ (6,962

State and loce 247 (312) (70)

Total $ 107 $ (7,239 $ (7,039
Fiscal Year Ended June 30, 2C

Federal $ 1508 $ (39) $ 1,11«

State and loce 561 (181) 38C

Total $ 2066 $ (572 $ 1,49
Fiscal Year Ended June 30, 2(

Federal $ 222: $ 3,09 $ 5,317

State and locz 391 26E 65€

Total $ 261 $ 3,358 $ b5,96¢

During fiscal 2013, the Company establisha@luation allowance related to deferred taxtasse assessing whether a deferred tax asse
would be realized, the Company considered whethemore likely than not that some portion oradlthe deferred tax assets would not be
realized. The Company considered the reversalisfieg taxable temporary differences, projectedretaxable income, tax planning
strategies and loss carry back potential in matimassessment. In evaluating the likelihood shifficient future earnings would be available
in the near future to realize the deferred taxtassiee Company considered its cumulative losses thwee years including the current year.
Based on the foregoing, the Company concludedativatuation allowance was necessary.

The difference between income taxes astheitory federal income tax rate of 34% in fis2@l 3 and 35% in fiscal 2012 and 2011, and
income tax reported in continuing operations indbesolidated statements of operations is as fellpmwthousands):

Fiscal Year Ended June 30
2013 2012 2011

Expected federal income tax expense (ben $ (21,559 $ 1,892 $ 5,44
State income taxes, net of related federal tax

benefit 12 214 402
Increase in federal valuation allowar 14,99: — —
Other, ne (477 (612 12:
Provision (benefit) for income tax $ (7,039 $ 1,49¢ $ 5,96¢
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(5) INCOME TAXES (Continued)

At the end of fiscal 2013, net deferreddasets totaled $19.1 million, with an offsettirsduation allowance of $16.2 million. Deferred
assets and liabilities for the fiscal years endet B0, 2013, 2012, and 2011 were comprised dbifeving (in thousands):

June 30,
2013 2012 2011
Deferred tax asset
Current:

Other payroll and benefi $ 947 $ 1,847 $  84F

Inventory reserve 4,76¢ 89t 87z

Selfinsurance reserve 3,49t 3,73¢ 4,09:

Shar+-based compensati 2,77(C 4,261 4,03¢

Net operating loss and tax crec 2,861 — —

Other current asse 3,26: 1,02( 1,26¢
Noncurrent:

Other noncurrent asse 84¢ — —

Net operating loss and tax crec 13,35¢ — —

Deferred ren 1,08¢ 1,26% 1,221
Total gross deferred tax ass $ 33,39: $ 13,02! $ 12,33¢

Deferred tax liabilities
Current:

Inventory cost: $ 621t $ 7,951 $ 7,58¢

Prepaid supplie 2,47( 3,27¢ 3,08¢
Non-current:

Property and equipme 5,62: 6,07t 6,51¢
Total gross deferred tax liabiliti¢ 14,30¢ 17,30: 17,18¢
Valuation allowanci (16,227) — —
Net deferred tax asset (liabilit $ 2,861 $ (4,27¢ $ (4,850

The Company has federal net operatingdasyforwards of $40.4 million. A portion of thelesses will be carried back 2 years while the
remaining losses will be carried forward and canfileed to offset future income but will expine fiscal year 2033 if not utilized before then.
Additionally, the Company has state net operatiss lcarryforwards of $38.8 million, which will exeithroughout the years 2014 through
2033, if not utilized before then.

Accounting for Uncertainty in Income Taxes—The Company or one of its subsidiaries files inedax returns in the U.S. federal
jurisdiction, and various state jurisdictions. Wiglw exceptions, the Company is no longer subjett.B. federal, state and local income
examinations by tax authorities for years befor@e2@ he Internal Revenue Service has concludedamiaation of the Company for years
ending on or before June 30, 2010.
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(5) INCOME TAXES (Continued)

A reconciliation of the beginning and erglamount of unrecognized tax benefits is as follGwshousands):

Balance at June 30, 20 $ 63¢
Additions for tax positions of prior yea 22
Balance at June 30, 20 $ 661
Additions for tax positions of prior yea 18
Reductions for lapse of statute of limitatic (201)
Balance at June 30, 20 $ 57¢
Additions for tax positions of prior yea 15
Reductions for lapse of statute of limitatic (10€)

©

48

~I

Balance at June 30, 20

The balance at June 30, 2013, that, ifgeied, would affect the effective tax rate is $48D. The Company classifies and recognizes
interest and penalties accrued related to unrezedriax benefits in income tax expense. Duringytfes ended June 30, 2013, 2012, and :
we recognized, net of tax effect $15,000, $18,60@, $22,000, in interest, respectively. No intevess paid in the tax years ended June 30,
2013, 2012 and 2011.

We do not anticipate that the total amafninrecognized tax benefits will significantly iease or decrease the effective tax rate within
12 months of June 30, 2013.

(6) SHARE-BASED INCENTIVE PLANS

Performance Shares and Performance Units. All outstanding performance shares were fogtgitvested or exercised during the fourth
quarter of fiscal 2013, and as a result, there werperformance shares or performance units outistgras of June 30, 2013.

Stock Option Awards—We have established the Tuesday Morning Corpordt#97 Long-Term Equity Incentive Plan, as amer{tesl
"1997 Plan"), the Tuesday Morning Corporation 2084g-Term Equity Incentive Plan, as amended (tlf@#42Plan"), and the Tuesday
Morning Corporation 2008 Long-Term Equity IncentREn (the "2008 Plan"), which allow for the gragtiof stock options to directors,
officers and key employees of, and certain othgrikdividuals who perform services for us and auvsdiaries. The 1997 Plan authorized
grants of options to purchase up to 4.8 millionrekaf authorized, but unissued common stock. E@uitards may no longer be granted undel
the 1997 Plan but options granted under the plarstil exercisable. The 2004 Plan and the 2008 Rldhorize grants of options to purchase
up to 2.0 million and 2.5 million shares, respegly of authorized, but unissued common stock.

Stock options are awarded with a strikegdt a fair market value equal to the averagbehtgh and low trading prices of our common
stock on the date of grant under the 1997 Plartlam@004 Plan. Stock options are awarded withikesprice at a fair market value equal to
closing price of our common stock on the date efghant under the 2008 Plan.

Options granted under the 1997 Plan an@®0d Plan typically vest over periods of one t@ fyears and expire ten years from the date ¢
grant while options granted under the 2008 Plaically
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(6) SHARE-BASED INCENTIVE PLANS (Continued)

vest over periods of one to three years and expirgears from the date of grant. Options granteteuthe 2004 Plan and the 2008 Plan may
have certain performance requirements in additasetvice terms. If the performance conditionsraresatisfied, the options are forfeited. No
options with performance conditions were outstagdia of June 30, 2013. The exercise prices of siptikns outstanding on June 30, 2013,
range between $1.07 per share and $35.23 per stizich represents the fair market value of our camrstock on the date the options were
granted. At June 30, 2013, all shares availableutiet 1997 Plan had been granted and the 199d?tamated pursuant to its terms as of
December 29, 2007. There were 631,033 and 2.5omidhares available for grant under the 2004 Ridrttze 2008 Plan, respectively, at
June 30, 2013.

Following is a summary of transactionstiathto the 1997 Plan, 2004 Plan and 2008 Plarongtfor the fiscal years ended June 30, 2
2012, and 2011 (share amounts in thousands):

Weighted-
Weighted- Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Years) Value
Options Outstanding at June 3
2010 (vested or expected to
vest 2,92¢ $ 11.4: 5.0¢ $ 3,051
Granted during yee 51z 3.84
Exercised during the ye (46) 1.2¢
Forfeited or expired during
year (597) 9.3¢
Options Outstanding at June 3
2011 2,79¢ 10.6¢ 5.0¢ $ 3,94
Granted during yes 373 3.57
Exercised during the ye (59 1.32
Forfeited or expired during
year (2149 20.1¢
Options Outstanding at June 3
2012 2,89t 9.2t 255 $ 3,48¢
Granted during yes 1,66t 6.6€
Exercised during the ye. (942) 1.9z
Forfeited or expired during
year (2,000 10.62
Options Outstanding at June 3
2013 1,61¢ 9.17 714 $ 6,17
Exercisable at June 30, 20 1,191 $ 9.67 6.3¢ $ 5,05¢

The weighted average grant date fair vafugtock options granted during the fiscal yeamdeghJune 30, 2013, 2012, and 2011, was $2.¢
per share, $2.02 per share, and $2.06 per shapeatévely. The intrinsic value of vested unexedisptions at June 30, 2013 is $5.1 million.

There were options to purchase 942,7100Band 46,165 shares of our common stock, whiak wxercised during the fiscal years
ended June 30, 2013, 2012, and 2011, respectiVietyaggregate intrinsic value of stock options eised was $2.4 million, $152,000 and
$60,000 during the fiscal years ended June 30,,21R2, and 2011, respectively. At June 30, 2013 ace$2.0 million of total unrecognized
share-based compensation expense related to gitiok®that is expected to be recognized over ghted average period of 2.57 years.
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(6) SHARE-BASED INCENTIVE PLANS (Continued)

The following table summarizes informatedpout stock options outstanding at June 30, 2013:

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Average Average Average

Remaining Exercise Exercise

Number Contractual Price Number Price

Range of Exercise Price Outstanding Life (Years) Per Share Exercisable  Per Share
$1.07- $1.24 259,63t 55(C $ 1.17 259,63t $§ 1.17
$1.30- $5.56 215,06( 7.61 4.5C 148,87¢ 4.5¢
$5.59- $5.59 300,00( 9.1 5.5¢ 300,00( 5.5¢
$5.88- $8.54 295,00( 9.61 7.47% 175,001 8.2t
$8.56- $10.46 240,00( 9.6¢ 9.3¢ — —
$12.38- $29.85 254,99¢ 1.91 22.5¢ 254,99¢ 22.5¢
$30.25- $35.23 52,91: 1.4% 31.6¢ 52,91: 31.6¢
1,617,60! 712 $ 917 119142 $ 9.67

Restricted Stock Awards—Under the terms of the 1997 Plan, the 2004 Plathtfaen 2008 Plan, we may also grant restricted stokrd:
to directors, officers, key employees and certdliireokey individuals who perform services for ud anr subsidiaries. Restricted stock awards
are not transferable, but bear certain rights afirm@n stock ownership including voting and divideights. Shares are valued at the fair ma
value of our common stock at the date of award. Weighted average grant date fair value of restictock awards granted during the fiscal
years ended June 30, 2013, 2012, and 2011, waB p&r&hare, $3.57 per share, and $4.95 per skapectively. Shares may be subjec
certain performance requirements. If the performeaeguirements are not met, the restricted shaecfodeited. At December 31, 2007, all
shares under the 1997 Plan had been granted ad8%ePlan terminated pursuant to its terms asegeihber 29, 2007. Under the 2004 Plan
and the 2008 Plan, as of June 30, 2013, there 264r®90 shares of restricted stock outstanding autard vesting periods of one to three
years and a weighted average fair value of $7.95Ipgre. Compensation expense related to reststimes is recognized ratably over
requisite service period. Expense recorded farealricted stock awards totaled $908,000, $668,800,$1,292,000 for the fiscal years ended
June 30, 2013, 2012, and 2011, respectively. A& Bh 2013, we had $1,842,000 of total unrecogrshede-based compensation expense
related to restricted stock awards that is expetctdx recognized over a weighted average peri@03f years.
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(6) SHARE-BASED INCENTIVE PLANS (Continued)

The following table summarizes informatevout restricted stock awards outstanding for ideaf years ended June 30, 2013, 2012, anc
2011 (share amounts in thousands):

Weighted-

Average

Fair Value

Number of at Date of

Shares Grant

Outstanding at June 30, 20 804 $ 1.8¢
Granted during yee 15€ 4.9t
Vested during yee (511) 2.4¢
Forfeited during yea (39 1.74
Outstanding at June 30, 20 41C $ 2.31
Granted during yee 162 3.57
Vested during yee (352) 1.9¢
Forfeited during yea (29 3.8¢
Outstanding at June 30, 20 191 $ 3.7¢
Granted during yes 32t 7.9C
Vested during yee (12¢) 3.81
Forfeited during yea (127) 5.7t
Outstanding at June 30, 20 261 $ 7.98

(7) OPERATING LEASES

We lease substantially all store locationder non-cancelable operating leases. Our leasesagly are for a five-year period with two
five-year renewal options and, in very limited cintstances, our leases involve a tenant allowandedeehold improvements. We record rent
expense ratably over the life of the lease begmmiith the date we take possession of or haveigin to use the premises, and if our leases
provide for a tenant allowance, we record the lartieimbursement as a liability and ratably anzerthe liability as a reduction to rent
expense over the lease term beginning with thewlateke possession of or control the physical sctethe premises. Leases for new stores
also typically allow us the ability to terminatdease after 24 to 36 months if the store does cluesae sales expectations. Future minimum
rental payments under leases are as follows (instreds):

Fiscal Years Ending June 30

2014 $ 62,22¢
2015 48,14¢
2016 37,27¢
2017 24,081
2018 11,99«
Thereafte! 6,18:
Total minimum rental paymen $ 189,91t
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(7) OPERATING LEASES (Continued)

Rent expense for the fiscal years ended 3002013, 2012, and 2011 was $82.7 million, $&2lBon, and $78.8 million, respectively.
Rent expense includes rent for store locationsnearéhouses. Rent based on sales is not matepat tiinancial statements.

(8) 401(K) PROFIT SHARING PLAN AND STOCK PURCHASE PROGRAM

We have a 401(k) profit sharing plan fae tlenefit of our full-time, eligible employees afs& months of service. Under the plan, eligible
employees may request us to deduct and contribarte $% to 20% of their salary to the plan, subjednternal Revenue Service Regulations.
We match each participant's contribution up to 4%asticipant's compensation. We expensed contabstof $1.1 million, $1.1 million, and
$1.0 million for the fiscal years ended June 3@,2®012, and 2011, respectively.

(9) LEGAL PROCEEDINGS

On May 13, 2013, the Company was nameddegemndant in the following lawsuitathleen Mason v. Tuesday Morning Corporation
d/b/a Delaware TMC Corporatioffiled in Country Court in Dallas County, Texas, sammumber CC-13-028@3{subsequently refiled as ca
number CC-13-03372). The plaintiff is the former CEO of the Compaaryd her employment was terminated in June 201the petition, th
plaintiff alleges disability discrimination, delitete indifference and retaliation in violation betTexas Commission on Human Rights Act.
Each claim stems from the plaintiff's allegatioattthe Company regarded the plaintiff as havingsatdlity (cancer) and fired her because of
her disability. The Plaintiff seeks more than $1liom in monetary relief, including claims for compsatory damages, attorneys' fees, costs a
interest. The Company denies the allegations. Tdragany filed a Special Exception and Answer torRiffils Original Petition on July 12,
2013. The parties are engaged in the discoveryeptidgigation. The Company believes this claimvishout merit and intends to vigorously
defend this matter.

The Company is defending against a classratawsuit filed in California Superior Court, E&ngeles County, on December 5, 2008—
Julia Randell, et. al., v. Tuesday Morning, |, No. BC403298 (Cal. Super. Ct.)—in which the arajicomplaint alleged violations of
California's meal and rest period laws. The namaihiiffs, who are former employees of the Compauhsequently amended the complaint
three times. Narrowing their class allegations,tthe named plaintiffs moved on March 14, 2012 tdifyea class on the issue of whether the
Company's alleged practice of providing "on-duty¥ahperiods to Senior Sales Associates violate€#iéornia Labor Code. The Court
granted that motion on June 20, 2012, certifyimpas comprised of current and former Senior Saéseciates who worked for the Company
in California, and who were required to take meabls "on duty" at any point from April 1, 2005tkee present. The Company filed motion
decertify the class and for summary judgment omdgn4, 2013, which the Court denied on March 284, Discovery is continuing and trial
has been set for December 3, 2013. The Compargvislihe claims are without merit and will contino@igorously defend against them.
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TUESDAY MORNING CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(10) EARNINGS PER COMMON SHARE

The following table sets forth the compiatatof basic and diluted (loss) earnings per comstware (in thousands, except per share
amounts):

Fiscal Year Ended June 30

2013 2012 2011
Net (loss) incom $(56,37¢) $ 3,91 $ 9,57¢
Less: Income to participating securit — 30 13C

Net (loss) income attributable to common shi  $(56,37¢) $ 3,88: $ 9,44¢
Weighted average common shares outstandi

basic 42,24¢ 41,98t  42,49!
Effect of dilutive stock equivalen — 55C 58¢
Weighted average commons shares

outstandin—dilutive 42,24¢ 42,53t  43,07¢
Net (loss) income per common st—basic $ (1.39) % 00 $ 0.27

Net (loss) income per common sr—diluted $ (13 % 00¢ $ 0.22

Options representing rights to purchaseeshaf common stock of 1.0 million at June 30, 2019 million at June 30, 2012 and
1.8 million at June 30, 2011 were not includechia diluted earnings per share calculation becdesadsumed exercise of such options woulc
have been anti-dilutive.

(11) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

A summary of the unaudited quarterly residtas follows for the years ended June 30, 28832812 (in thousands, except per share
amounts):

Quarters Ended(1)

Sept. 30, Dec. 31, March 31, June 30,
2012 2012 2013 2013
Net sales $172,79* $285,31: $ 178,07 $202,13:
Gross profit 64,90¢ 61,60: 66,157 66,77
Operating loss(3 (10,884 (22,599 (12,739 (11,289
Net loss(4) (6,96]) (21,466 (12,360 (15,589
Basic loss per share( $ (0179 $ (05) $ (0.29 $ (0.39)
Diluted loss per share(. $ (01 $ (0O5) $ (0.29 $ (0.39)

Quarters Ended(1)

Sept. 30, Dec. 31, March 31, June 30,
2011 2011 2012 2012
Net sales $170,65: $273,05¢ $ 172,69¢ $196,37t
Gross profit 64,97 104,81! 65,56 73,51:
Operating (loss) incomr (8,49¢) 25,48t (6,097%) (3,459
Net (loss) incomu (5,690 15,857 (4,42%) (2,009

Basic (loss) earnings pershare $ (0.15 $ 037 $ (0.1() $ (0.0%)
Diluted (loss) earnings per share
) $ (019 $ 037 $ (010 $ (0.09

(1) A significant portion of our net sales and net @&gs are realized during the period from Octobeoulgh
December while the increase in merchandise purstingeeparation for this holiday selling seasoouws in prior
months.
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(11) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED) (C ontinued)

(2) Net (loss) income per share amounts are computkgbendently for each of the quarters presentedeldre, the
sum of the quarterly net (loss) income per shafes@al years 2013 and 2012 may not equal the tatalputed for
the year.

3) Our results for the quarter ended DecembeRB12 were impacted by a pretax loss of $41.8 onilassociated
with the inventory devaluation charge.

(4)  Our results for the quarter ended June 30, 2018 wepacted by the disposal of assets includinggthemmerce
platform and the point of sale hardwe
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3.1.1

3.1.2

3.1.8

3.2

10.1.1

10.1.-

10.1.

10.2

10.2.1

10.2.2

10.c

10.4

Certificate of Incorporation of Tuesday Morningr@oration (the "Company")
(incorporated by reference to Exhibit 3.1 to therpany's Registration Statement on
Form S-4 (File No. 333-46017) as filed with the &#&#@es and Exchange Commission
(the "Commission") on February 10, 19¢

Certificate of Amendment to the Certificate of Ingoration of the Company dated
March 25, 1999 (incorporated by reference to ExXI8I8 to the Company's Registration
Statement on Form S-1/A (File No. 333-74365) axifilvith the Commission on

March 29, 1999

Certificate of Amendment to the Certificate of Ingoration of the Company dated
May 7, 1999 (incorporated by reference to Exhibit 3 to the Company's Form 10-Q as
filed with the Commission on May 2, 20C

Amended and Restated By-laws of the Company effects of February 6, 2013
(incorporated by reference to Exhibit 3.1 to therpany's Form 8-K as filed with the
Commission on February 12, 201

Tuesday Morning Corporation 1997 Long-Term Equitgdntive Plan (incorporated by
reference to Exhibit 10.9 to the Company's RedistneStatement on Form S-4 (File
No. 33:-46017) as filed with the Commission on February1998)t

Amendment No. 1 to the Tuesday Morning Corporali®fi7 Long-Term Equity
Incentive Plan (incorporated by reference to ExHibi10 to the Company's Registration
Statement on Form S-1/A (File No. 333-74365) axifilvith the Commission on

March 29, 1999)

First Amendment to the Tuesday Morning Corporafi®a7 Long-Term Equity Incentive
Plan (incorporated by reference to Exhibit 10.&® Company's Form 10-Q as filed with
the Commission on August 1, 200¢

Tuesday Morning Corporation 2004 Long-Term Equitgdntive Plan (incorporated by
reference to Appendix B to the Company's Definitidé Proxy Statement as filed with
the Commission on April 19, 2004

First Amendment to the Tuesday Morning Corporafiof4 Long-Term Equity Incentive
Plan (incorporated by reference to Exhibit 10.the® Company's Form 10-Q as filed with
the Commission on August 1, 200¢

Second Amendment to the Tuesday Morning Corpora&i@i Long-Term Equity
Incentive Plan (incorporated by reference to ExHibil to the Company's Form 8-K as
filed with the Commission on November 8, 200

Summary of Directors Compensation (incorporateddigrence to the Company's
Definitive Proxy Statement (File No. 000-19658Yitesd with the Commission on
September 27, 2012 under the section entitled tireaCompensation” on page 5¢

Form of Restricted Stock Award Agreement for dicestunder the Tuesday Morning
Corporation 2004 Long-Term Equity Incentive Plamc(@rporated by reference to
Exhibit 10.1 to the Company's Form 8-K as filedhattie Commission on November 6,
2007)t
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10.5

10.€

10.7

10.8.1

10.8.

10.8.:

10.€

10.1(

10.11.:

10.11.C

10.11.

10.12.:

Form of Restricted Stock Award Agreement for clioes under the Tuesday Morning
Corporation 1997 Long-Term Equity Incentive Plamc(@rporated by reference to
Exhibit 10.2 to the Company's Form 8-K as filednathe Commission on December 19,
2007)t

Form of Restricted Stock Award Agreement for emplesyunder the Tuesday Morning
Corporation 1997 Long-Term Equity Incentive Plamc@rporated by reference to
Exhibit 10.3 to the Company's Form 8-K as filednathe Commission on December 19,
2007)t

Form of Restricted Stock Award Agreement for emplesyunder the Tuesday Morning
Corporation 2004 Long-Term Equity Incentive Plamc@rporated by reference to
Exhibit 10.4 to the Company's Form 8-K as filednwtlhe Commission on December 19,
2007)t

Employment Agreement dated October 2, 2008, betwreeCompany and Michael J.
Marchetti (incorporated by reference to Exhibit2Lth the Company's Form 8-K as filed
with the Commission on October 3, 200!

First Amendment to the Employment Agreement, dastiary 28, 2009, by and betw:
Tuesday Morning Corporation and Michael Marcheticdrporated by reference to
Exhibit 10.10 to the Company's Form 10-Q filed vitlle Commission on January 30,
2009)t

Second Amendment to Employment Agreement, dateduBep16, 2012, by and betwe
Tuesday Morning Corporation and Michael Marcheticdrporated by reference to
Exhibit 10.4 to the Company's Form 8-K filed wittetCommission on February 17,
2012)t

Form of Restricted Stock Award Agreement underTthesday Morning Corporation
2004 Long-Term Equity Incentive Plan (incorporabgdreference to Exhibit 10.2 to the
Company's Form-K filed with the Commission on October 10, 20i

Form of Nonqualified Stock Option Agreement for Hoyges under the Tuesday
Morning Corporation 2004 Long-Term Incentive Plarcérporated by reference to
Exhibit 10.3 to the Company's Form 8-K filed wittetCommission on October 10, 2008)
T

Tuesday Morning Corporation 2008 Long-Term Equitydntive Plan (incorporated by
reference to Exhibit 10.1 to the Company's Form fid¢l with the Commission on
November 19, 2008.)

First Amendment to Tuesday Morning Corporation 2008g-Term Equity Incentive
Plan (incorporated by reference to Exhibit 10.thes Company's Form 8-K filed with the
Commission on November 9, 201:

Second Amendment to Tuesday Morning Corporatior82Qihg-Term Equity Incentive
Plan (incorporated by reference to Exhibit 10.thes Company's Form 8-K filed with the
Commission on October 23, 201:

Credit Agreement, dated December 15, 2008, by arahg the Company, Bank of
America, N.A., as administrative agent, Swing Lirender, L/C Issuer, Banc of America
Securities LLC and Wells Fargo Retail Finance, LBE Joint Lead Arrangers and Joint
Bookrunners, Wells Fargo Retail Finance, LLC, asdigation Agent, and the several
banks and other financial institutions or entifiesn time to time parties thereto
(incorporated by reference to Exhibit 10.1 to tler@any's Form 8-K/A filed with the
Commission on December 23, 200!
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10.12.:

10.12.:

10.12..

10.1:

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

10.1¢

10.2(

10.21

211

Joinder and First Amendment to Credit Agreemertedidanuary 28, 2009, by and am
the Company, Bank of America, N.A., Wells Fargodfdtinance, LLC and Regions
Bank (incorporated by reference to Exhibit 10.1h® Company's Form R-filed with the
Commission on January 30, 20(

Second Amendment to Credit Agreement, dated JarB®yr010, by and among the
Company, Bank of America, N.A., Wells Fargo ReRilance, LLC, and Regions Bank
(incorporated by reference to Exhibit 10.1 to ther@any's Form 8-K filed with the
Commission on February 4, 201

Third Amendment to Credit Agreement, dated Novenier2011, by and among the
Company, Bank of America, N.A., Wells Fargo ReRilance, LLC, and Regions Bank
(incorporated by reference to Exhibit 10.4 to thmrpany's Form 8-K filed with the
Commission on November 23, 201

Form of Nonqualified Stock Option with Service Awlakgreement under the Tuesday
Morning Corporation 2004 Long-Term Equity Incent®Rkan (incorporated by reference
to Exhibit 10.1 to the Company's Form 8-K filed lwthe Commission on March 3, 2009)
T

Form of Incentive Stock Option Award Agreement Eanployees under the Tuesday
Morning Corporation 2008 Long-Term Equity Incent®Rkan (incorporated by reference
to Exhibit 10.2 to the Company's Form 8-K filed lwthe Commission on March 3, 2009)
T

Form of Nonqualified Stock Option Award Agreemenit Employees under the Tuesday
Morning Corporation 2008 Long-Term Equity IncentRkan (incorporated by reference
to Exhibit 10.3 to the Company's Form 8-K filed lwthe Commission on March 3, 2009)
T

Form of Restricted Stock Award Agreement underTthesday Morning Corporation
2008 Long-Term Equity Incentive Plan (incorporabgdeference to Exhibit 10.4 to the
Company's Form-K filed with the Commission on March 3, 200¢

Form of Nonqualified Stock Option Award Agreememnit Directors under the Tuesday
Morning Corporation 2008 Loi-Term Equity Incentive Plan

Standstill Agreement, dated as of June 29, 2012ndyamong Tuesday Morning
Corporation, Steven R. Becker, Matthew A. DrapBacker Drapkin Management, L.P.,
Becker Drapkin Partners (QP), L.P., Becker Drap#antners, L.P., BD Partners V, L.P.
and BC Advisors, LLC (incorporated by referenc&ihibit 10.1 to the Company's
Form &K filed with the Commission on July 2, 201

Form of Retention Bonus Agreement, dated as of 3u2812, by and between Tuesday
Morning Corporation and the Executive Officers ndrtteerein (incorporated by refere
to Exhibit 10.26 to the Company's Form 10-K fileilhathe Commission on August 30,
2012)t

Churches Separation Agreement and Release datédvesch 3, 2013 between the
Company and Brady Churches (incorporated by reterém Exhibit 10.1 to the
Company's Form-K filed with the Commission on March 7, 201:

Consulting Services Agreement dated as of Mar@?d33 by and between the Company
and Brady Churches (incorporated by reference totix10.2 of the Company's Form 8-
K filed with the Commission on March 7, 201:

Subsidiaries of the Company (incorporated by refeedo Exhibit 21.1 to the Company's
Form 1(-K as filed with the Commission on March 9, 20
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23.1

31.1

31.2

32.1

32.2

101.INS

101.SCt

101.CAL

101.DEF

101.LAB

101.PRI

Consent of Independent Registered Public Accourking

Certification by the Chief Executive Officer of t®mpany Pursuant to Section 302 of
the Sarban«Oxley Act of 200z

Certification by the Chief Financial Officer of ti@mpany Pursuant to Section 302 of
the Sarban«Oxley Act of 200z

Certification of the Chief Executive Officer of tl@ompany Pursuant to 18 U.S.C.
§ 1350, adopted pursuant to Section 906 of theaBar-Oxley Act of 2002

Certification of the Chief Financial Officer of tli@mpany Pursuant to 18 U.S.C. § 1=
adopted pursuant to Section 906 of the Sart-Oxley Act of 200z

XBRL Instance Documert

XBRL Taxonomy Schema Docume

XBRL Taxonomy Calculation Linkbase Docum
XBRL Taxonomy Definition Linkbase Docume
XBRL Taxonomy Label Linkbase Docume

XBRL Taxonomy Presentation Linkbase Docum

T Management contract or compensatory plan or arraegt
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Exhibit 10.17
NONQUALIFIED STOCK OPTION AWARD AGREEMENT

Tuesday Morning Corporation
2008 Long-Term Equity Incentive Plan

ThisNONQUALIFIED STOCK OPTION AWARD AGREEMENT  (this “ Agreement) is entered into between Tuesday Morning
Corporation, a Delaware corporation (thEdmpany’), and QOptionee’). The Board of Directors of the Company has
adopted, and the stockholders of the Company hapeaed, the Tuesday Morning Corporation 2008 Ldegn Equity Incentive Plan, as
amended (the Plan™), the terms of which are incorporated by refeesherein in their entirety. The Company considleas its interests will
be served by granting Optionee an option to pukeishares of common stock of the Company as an émdeat for Optionee’s continued and
effective performance of services for the CompafAgy term used in this Agreement that is not spealify defined herein shall have the
meaning specified in the Plan.

IT IS AGREED:

1. Grant of Option. Subject to the terms of the Plan and this Agreenmmt , 201 (thérant Date”), the
Company granted to Optionee an option (ti@ption”) to purchase shares ofctramon stock of the Company, $.01 par vi
per share (the Common StocR, at a price of $ per share (thExercise Pric€), subject to adjustment as provided in the Plan.

2. Type of Option . The Option is a nonqualified stock option whismbt intended to be governed by section 422 o€ibe.

3. Optionee’s Agreement .In accepting the Option, Optionee accepts andemgio be bound by all the terms and conditions «
the Plan which pertain to nonqualified stock opgigmanted under the Plan.

4, Vesting of Option . Subject to the provisions of the Plan and thevigion of this Agreement (including the requiremant
Section 6 that Optionee continue to serve as aciref the Company on the dates set forth belttvg) Option will be exercisable in
accordance with the following schedule:

(a) on , 201, thptidn will vest with respect to, and may be exexdifor up to, one-third of the
shares of Common Stock subject to the Option;

(b) on , 201, thption will vest with respect to, and may be exexdifor up to, an additional
one-third of the shares of Common Stock subjettiécOption;

(c) on , 201, thption will vest with respect to the remaining ahéd of the shares of Commu
Stock subject to the Option, so that on ,201 | the Option shalldercisable in full; and
(d) to the extent not exercised, installments shatturaulative and may be exercised in whole or in.part
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5. Manner of Exercise .

€) To the extent that the Option is vested and exalbésin accordance with Section 4 of this Agreemmi gt Option
may be exercised by Optionee at any time, or fiiome to time, in whole or in part, on or prior tettermination of the Option (as set forth in
Section 6 of this Agreement) upon payment of therEige Price for the shares to be acquired in decae with the terms and conditions of
this Agreement and the Plan.

(b) If Optionee is entitled to exercise the vested exefcisable portion of the Option, and wishes tsadadn whole or
part, Optionee shall (i) deliver to the Companyldyfcompleted and executed notice of exercis¢hénform as may hereinafter be designated
by the Company in its sole discretion, specifying éxercise date and the number of shares of Constoak to be purchased pursuant to suct
exercise and (ii) remit to the Company in a forris$actory to the Company, in its sole discretithre Exercise Price for the shares to be
acquired on exercise of the Option.

(c) Upon full payment of the Exercise Price, and sulfjiethe applicable terms and conditions of thenRlad the terms
and conditions of this Agreement, the Company stele certificates for the shares purchased héeetm be delivered to Optionee or cause
an uncertificated book-entry representing sucheshtr be made.

6. Termination of Option . Unless the Option terminates earlier as providdtiis Section 6, the Option shall terminate and
become null and void on, and as of, the tenth amsary of the Grant Date (the “Option General Eagpin Date”). If Optionee ceases to be a
Director of the Company for any reason the Optiaallsnot continue to vest after such cessatioreofise as a Director of the Company.

(a) If Optionee ceases to be a Director of the Compmhreyto death or Disability, (i) the portion of t@gtion that was
exercisable on the date of such cessation shallireexercisable for, and shall otherwise termirsaig become null and void at the end of, a
period of one year from the date of such deathisaldlity, but in no event after the Option Gendfapiration Date; and (ii) the portion of the
Option that was not exercisable on the date of seskation shall be forfeited and become null and vnmediately upon such cessation.

(b) If Optionee ceases to be a Director of the Compgoon the occurrence of Optionee’s Retirement (astérm is
defined in Section 20), (A) the portion of the @ptithat was exercisable on the date of Retirentalt emain exercisable for, and shall
otherwise terminate and become null and void aetiteof, a period of up to three years after the daRetirement, but in no event after (x)
Option General Expiration Date or (y) the day befthre date Optionee begins engaging in Compefjtisrthat term is defined in Section 20)
during such three-year period unless he or shevesairitten consent to do so from the Board, @idtlfe portion of the Option that was not
exercisable on the date of Retirement shall beefied and become null and void immediately uporhdRietirement.

(c) If Optionee ceases to be a Director of the Commhurgyto Cause, all of the Option shall be forfesed become nt
and void immediately upon such cessation, whetheobtthen exercisable. For purposes of this 8ed{c) the term “ Cause” means the
occurrence of one of the following events: (i) toenmission of a felony or a crime involving mot@ipitude or the commission of any other
act or omission involving dishonesty, disloyalty




or fraud with respect to the Company or any oSitbsidiaries; (ii) conduct tending to bring the Qamy or any of its Subsidiaries into
substantial public disgrace or disrepute; (iii) Stalntial and repeated failure to perform dutieperly assigned or as reasonably directed, as
determined by the Company; (iv) gross negligencaithiul misconduct with respect to the Companyamry of its Subsidiaries; or (v) breach of
duty of loyalty to the Company or any of its Sulisigks or other act of fraud or dishonesty withpexs to the Company or any of its
Subsidiaries.

(d) If Optionee ceases to be a Director of the Comgangny reason other than death, Disability, Retzat or Cause,
(i) the portion of the Option that was exercisadibethe date of such cessation shall remain exddeidar, and shall otherwise terminate and
become null and void at the end of, a period ofcu@0-days after the date of such cessation, bobiavent after (x) the Option General
Expiration Date or (y) the day before the date @me begins engaging in Competition during suckd@®g@period unless he or she receives
written consent to do so from the Board, and i@ portion of the Option that was not exercisallé¢h® date of such cessation shall be forfe
and become null and void immediately upon suchat&ss

(e) Upon the death of Optionee prior to the expiratbthe Option, Optionee’s executors, administratsrany person
or persons to whom the Option may be transferredibyr by the laws of descent and distributiohall have the right, at any time prior to the
termination of the Option to exercise the Optiothwespect to the number of shares that OptioneddAtave been entitled to exercise if he or
she were still alive.

7. Capital Adjustments and Reorganization3 he existence of the Option shall not affect in sy the right or power of the
Company or any company the stock of which is andplesuant to this Agreement to make or authonigeaaljustment, recapitalization,
reorganization or other change in its capital stmecor its business, engage in any merger or didiasion, issue any debt or equity securities,
dissolve or liquidate, or sell, lease, exchangetberwise dispose of all or any part of its aseetsusiness, or engage in any other corporate a
or proceeding.

8. Service RelationshipFor purposes of this Agreement, Optionee shalldmsidered to be in service on the Board as long as
Optionee is a member of the Board. The Committedl etermine any questions as to whether and \hene has been a termination of such
service, and the cause of such termination, utidePtan and the Committee’s determination shafirta and binding on all persons.

9. Not a Service Agreement This Agreement is not a service agreement, arronasion of this Agreement shall be
construed or interpreted to create a service oglshiip between Optionee and the Company, its Siabigigl or any of its affiliates, or the Board
or guarantee the right to serve on the Board, rigrspecified term.

10. No Rights As Stockholder .Optionee shall not have any rights as a stockdraldth respect to any shares covered by the
Option until the date of the issuance of such shokowing Optionees exercise of the Option pursuant to its termsamdlitions and payme
of all amounts for and with respect to the shafés.adjustment shall be made for dividends or otigdts for which the record date is prior to
the date a certificate or certificates are isswedfich shares or an uncertificated book-entryesgnting such shares is made.
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11. Legend . Optionee consents to the placing on the certdifar any shares covered by or received in coimregtith the
Option of an appropriate legend restricting resalether transfer of such shares except in accomaiith the Securities Act of 1933 and all
applicable rules thereunder.

12. Notices . Any notice, instruction, authorization, requemand or other communications required hereuriagt Ise in
writing, and shall be delivered either by persatedivery, by telegram, telex, telecopy or similacsimile means, by certified or registered n
return receipt requested, or by courier or deliwagvice, addressed to the Company at the Companysipal business office address to the
attention of the Vice President, Tax and to OpteéoaeOptionee’s residential address as it appestiseobooks and records of the Company, ol
at such other address and number as a party shalgreviously designated by written notice givethe other party in the manner
hereinabove set forth. Notices shall be deemeeingivhen received, if sent by facsimile means (cor&tion of such receipt by confirmed
facsimile transmission being deemed receipt of camigations sent by facsimile means); and when dedit (or upon the date of attempted
delivery where delivery is refused), if hand-deta@, sent by express courier or delivery servicseat by certified or registered mail, return
receipt requested.

13. Amendment and WaiverExcept as otherwise provided herein or in the Blaais necessary to implement the provisions of
the Plan, this Agreement may be amended, modifistiperseded only by written instrument executethbyCompany and Optionee. Only a
written instrument executed and delivered by theéypaaiving compliance hereof shall waive any af terms or conditions of this Agreeme
Any waiver granted by the Company shall be effectimly if executed and delivered by a duly autredtidirector or officer of the Company
other than Optionee. The failure of any partyrat time or times to require performance of any gions hereof shall in no manner effect the
right to enforce the same. No waiver by any paftgny term or condition, or the breach of any temeondition contained in this Agreement,
in one or more instances, shall be construed astncing waiver of any such condition or breackaver of any condition, or the breach of
any other term or condition.

14. Dispute Resolution .In the event of any difference of opinion concegnihe meaning or effect of the Plan or this
Agreement, such difference shall be resolved byCthimmittee.

15. Governing Law and SeverabilityThe validity, construction and performance of thggeement shall be governed by the
laws of the State of Delaware without regard tadsflicts of law provisions. The invalidity of mpprovision of this Agreement shall not affect
any other provision of this Agreement, which shathain in full force and effect.

16. Transfer Restrictions The shares of Common Stock subject to the Optiantgd hereby may not be sold or otherwise
disposed of in any manner that would constitutétation of any applicable federal or state se@sitaws. Optionee also agrees (a) that the
Company may refuse to cause the transfer of sleii@@mmon Stock subject to the Option to be registen the applicable stock transfer
records if such proposed transfer would in the iopiof counsel satisfactory to the Company conituviolation of any applicable securities
law and (b) that the Company may give related irtsions to the transfer agent, if any, to stopstgtion of the transfer of the shares of
Common Stock subject to the Option.




17. Successors and Assigns This Agreement shall, except as herein statéde@ontrary, inure to the benefit of and bind the
legal representatives, successors and assigne phtties hereto.

18. Counterparts . This Agreement may be executed in one or morateoparts, each of which shall be deemed an otlifina
all purposes but all of which taken together sbafistitute but one and the same instrument.

19. Option Transfer Prohibitions . Except as otherwise authorized by the CommitteeOption granted to Optionee under this
Agreement shall not be transferable or assignabl@giionee other than by will or the laws of desaerd distribution, and shall be exercisable
during Optionee’s lifetime only by Optionee.

20. Definitions . The words and phrases defined in this Sectiogh2ll have the respective meanings set forth bétoaughou
this Agreement, unless the context in which anjhsuard or phrase appears reasonably requires ddraaarrower or different meaning.

(a) “ Competition " means Optionee engaging in, or otherwise directipdirectly being employed by or acting as a
consultant or lender to, or being a director, @ffiemployee, principal, agent, stockholder, memd&ner or partner of, or permitting
Optionee’s name to be used in connection with thiriies of any other business or organizationakhiompetes, directly or indirectly, with
the business of the Company as the same shallistiteied at any time during the period Optiones wafiliated with the Company.

(b) “ Retirement "means termination of Optionee’s service on the Bedth the approval of the Board.
(c) “ Subsidiary " means a corporation or other entity of which ouidtag shares or ownership interests representing

50% or more of the combined voting power of suctpewation or other entity entitled to elect the mgement thereof are owned directly or
indirectly by the Company.




IN WITNESS WHEREOF , this Agreement has been duly executed and delivier be effective as of the Grant Date.

TUESDAY MORNING CORPORATION

By:

Name:

Title:

Accepted:

Name of Optionee

Date: , 201
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by refeecincthe Registration Statements (Forms S-8 Nd3-18%5314, 333-159035, 333-79441, 333-
90315, 333-117880 and 333-145811 and Form S-3 38384496, 333-108275 and 333-147103) of Tuesdayivg Corporation and in the
related Prospectuses of our reports dated Augyg®B, with respect to the consolidated finanstatements of Tuesday Morning
Corporation, and the effectiveness of internal adrdver financial reporting of Tuesday Morning @oration, included in this Annual Report
(Form 10-K) for the fiscal year ended June 30, 2013

/sl ERNST & YOUNG LLP
Dallas, Texas
August 28, 2013
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Exhibit 31.1
CERTIFICATION
I, R. Michael Rouleau, certify that:
1. | have reviewed this Annual Report on Form 10fKluesday Morning Corporation;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

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

a) Designed such disclosure controlsmodedures, or caused such disclosure controlpatedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control owearficial reporting, or caused such internal corgrar financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurespaggknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any changéhe registrant's internal control over finaneggorting that occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5. The registrant's other certifying officer(s) analve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and m@aéweaknesses in the design or operation of matecontrol over financial reporting whi
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; and

b) Any fraud, whether or not materikttinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: August 28, 2013 By: /s/R. MICHAEL ROULEAU

R. Michael Rouleau
Chief Executive Office
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Exhibit 31.2
CERTIFICATION
I, Stephanie Bowman, certify that:
1. | have reviewed this Annual Report on Form 10fKluesday Morning Corporation;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

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

a) Designed such disclosure controlsmodedures, or caused such disclosure controlpatedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control owearficial reporting, or caused such internal corgrar financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurespaggknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any changéhe registrant's internal control over finaneggorting that occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5. The registrant's other certifying officer(s) analve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and m@aéweaknesses in the design or operation of matecontrol over financial reporting whi
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; and

b) Any fraud, whether or not materikttinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: August 28, 2013 By: /s/ STEPHANIE BOWMAN

Stephanie Bowman
Chief Financial Officel
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Exhibit 32.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF
TUESDAY MORNING CORPORATION PURSUANT TO 18 U.S.C. 81350

I, R. Michael Rouleau, the Chief Execut®#icer of Tuesday Morning Corporation, hereby ifgithat to the best of my knowledge and
belief:

1. The Annual Report on Form 10-K of Tuesday Mornirg@dration for the fiscal year ended June 30, Z0ll$ complies with
the requirements of Section 13(a) or 15(d) of teeusities Exchange Act of 1934; and

2. The information contained in the above-mentibreport fairly presents, in all material respetts, financial condition and
results of operations of Tuesday Morning Corporatio

Date: August 28, 2013 By: /s/ R. MICHAEL ROULEAU

R. Michael Rouleau
Chief Executive Office
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Exhibit 32.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF
TUESDAY MORNING CORPORATION PURSUANT TO 18 U.S.C. 81350

I, Stephanie Bowman, the Chief Financidig@f of Tuesday Morning Corporation, hereby cgrtfiat to the best of my knowledge and
belief:

1. The Annual Report on Form 10-K of Tuesday Mornirg@dration for the fiscal year ended June 30, Z0ill$ complies with
the requirements of Sections 13(a) or 15(d) ofSkeurities Exchange Act of 1934; and

2. The information contained in the above-mentibreport fairly presents, in all material respetts, financial condition and
results of operations of Tuesday Morning Corporatio

Date: August 28, 2013 By: /s/ STEPHANIE BOWMAN

Stephanie Bowman
Chief Financial Officel
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