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Item 5. Other Events and Regulation FD Disclosure.

The Dixie Group, Inc. ("Dixie") received notice that Monterey Carpets Inc. ("Monterey") has
elected to terminate its supply arrangement with Chroma Systems Partners ("Chroma Systems")
effective August 2005. Chroma Systems is a partnership jointly owned by Dixie and Monterey
that operates a carpet dyeing and finishing facility in Santa Ana, California. Chroma Systems
currently dyes and finishes substantially all of Monterey's carpet production and Dixie's Fabrica
Division's carpet production and performs dyeing and finishing operations for other carpet mills.
Under the terms of the partnership agreement, Monterey's decision will effectively give Dixie the
option to acquire Monterey's interest in the partnership for a nominal value and assume full
control of Chroma's operations when the supply agreement terminates.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

Date:    August 11, 2004 THE DIXIE GROUP, INC.

 By: /s/ Gary A. Harmon   

Gary A. Harmon
Chief Financial Officer
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