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A message
from our CEO
to our shareholders

I would like to open with my heartfett thanks to the tremendous

Chico’s team and all the customers and stockholders who

have embraced our dream. Last year | reported that

fiscal 2001 had been our best year in terms of financial,

operational, and management accomplishments and

that we had set very aggressive goals for fiscal 2002. These

goals included opening our newly-acquired distribution facility while
transitioning out of the distribution portion of our existing Ft. Myers
facilties, preparing for an early fiscal 2003 roll out of our new concept
(which was later named Pazo) and to add at least an additional 64
Chico’s stores by year end. I'm happy to report that we accomplished all
of the above, as well as other initiatives, in fiscal 2002. I'd like to review with
you the financial resuits for fiscal 2002, go over our key accomplishments
during this very productive year, and finally set some goals for fiscal 2003.

Fiscal 2002 continued our strong sales and earmings growth trends as we saw sales
increase 40% to just over $531 milion, while eamings per share increased by 54% to
close the year at $0.78 per share versus $0.50 per share for the previous year
(adjusted for our 2 for 1 spiit in July last year). Our same stores sales were up

double digits for each of the four quarters, we ended the year with our highest
gross margin since 1995 at over 60%, and we achieved our highest operating
margin in our history of just over 20%. On the balance sheet side, we

funded over $25 milion of one-time capital expenditures for our new

distribution center and our Pazo and software initiatives, we paid off

the mortgage on our Ft. Myers headquarters facility, and, at the

same time, we managed to add over $46 milion to our cash and

marketable securities balances. Our inventory balances remain

strong at $65 per sq. ft., which is in the same range we have

experienced in ten of the last eleven quarters since back in the second

quarter of fiscal 2000 when we adopted the inftiative to raise the number

of apparel units per square foot in our stores. Lastly, our net book value

rose by over $96 million to end the year at over $240 milion.




Dunng fiscal 2002 we planned- for a launch of the Pazo

division in earty fiscal 2003, ‘and+am pleased 1o saythat
we successfully opened our first ten Pazo test stores !ﬂ
March 2003.  With no advertising and little promotion,
we have already seen a strong, positive reaction from

our target customer. We look forward to reacting to this - ‘
customer’s desires and we’re committed to a continued -

enhancement, as and when necessary, of the Pazo
brand. For example, we've already added a size two
to our four to fourteen size range and we are rnaking
subtle changes to our display fixtures to better highlight
the clothing, shoes, and accessories.

As | stated last year, we acquired a 230,000 quare‘fOot ’

distribution facility north of Atlanta, Georgia in earty 2002.

During fiscal 2002 we successfully installed state-of—the_’1 ;

art material handling equipment, hired an all new staff in
Georgia, installed best-of-breed software from:
Manhattan Associates, transitioned all distribution
activities to Georgia in the third and fourth quarters, and
transitioned out of the distribution operations in our Ft.
Myers headquarters facility. This fiscal year we will
convert our Ft. Myers distribution center to office space
and move our Pazo team from rented facilities into their
own new headquarters that we recently acquired
adjacent to our existing Chico’s headquarters. On-

our software initiatives, we are still targeting a late year
conversion of our existing back office systems (all-
merchandising, production, sourcing, sales audit, and
financial applications) to systems we believe wil. help to
provide part of the foundation for our "bridge to a billion"
that we have talked about in the past '
OLJf"Passport CIUb membership steadily increases as we
oontlnue bunldlng the Chico’s brand. Last year our
pemanent membershlp rose by approximately 240, OOO
members or almost 60%, while our preliminary
membershlp jumped by approxmately 774,000
members or 50%. Our Passport members accounted
“for -over:90%-of our sales-ast year, with-over 70%
coming from our permanent members. We co, i

" Board members and dedicated Founder A

: Looklng forw

. concepts

Lastly, we have begun the transmon of my duties as |
approach re‘urement in early 2004. Scott Edmonds our
President and COO, has been working directly with our
Chief Merohandising Officer and our Senior Vice
President of Marketing, while Charlie Kleman, our CFO,
has been worklng directly with-our ClOinan effort to
effect an orderly transmon of these activities. Although

- Helene and I: plan to retire from our day -to- day activities'

earty next year we will be monnonng Chico' s both as

ensure that the vision and values ar
same levels. Helene and | beli¢
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FINANCIAL HIGHLIGHTS

FISCAL YEAR ENDED
February 1, February 2, February 3, January 29, January 30,
2003 2002 2001 2000 1999
(52 weeks) (52 weeks) (53 weeks) (52 weeks) (52 weeks)

(Dollars in thousands except per share data)
Statement of Income Data:

NetSales .................... $ 531,108 $ 378,085 $ 259,446 $ 155,002 $106,742
Income from Operations ... .. .. 106,793 67,5636 45,363 24,806 15,134
Netincome ....... ... ....... 66,759 42,187 28,379 15,489 9,139
Basic Eamings Per Share @ . .. .. 0.80 0.52 0.36 0.20 0.13
Diluted Earmings Per Share @ . . .. 0.78 0.50 0.35 0.19 0.12

Balance Sheet and
Operating Data:

TotalAssets ............... ... $ 301,544 $ 186,385 $ 117,807 $ 70,316 $ 49,000
Long-TermDebt ........... ... — 5,022 5,150 5,222 5,294
Other Noncurrent Liabilities . . ... 6,551 2,922 2,008 1,617 1,419
Stockholders’ Equity ...... .. .. 240,133 143,495 85,321 52,641 34,303
# of Stores (at end of period):
Company-owned .. .......... 366 ' 300 239 191 154
Franchised ................. 12 11 11 9 8
Total .......... .. ... . ... 378 311 250 200 162

" Restated to give retroactive effect for the 2 for 1 stock split payable in July 2002, the 3 for 2 stock split
payable in January 2002, the 3 for 2 stock split payable in May 2001 and the 2 for 1 stock split payable
in January 2000.




MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the Company’s consolidated
financial statements and notes thereto.

GENERAL

Chico’s FAS, Inc. (together with its subsidiaries, the "Company") is a specialty retailer of exclusively
designed, private label, sophisticated, casual-to-dressy clothing, complementary accessories and other non-
clothing gift items under the Chico’s and Pazo brand names.

The Chico’s brand, which began operations in 1883, focuses on women who are 35 years old and up
with moderate and higher income levels. The styling is relaxed, figure-flattering and designed for easy care.
Pazo, which opened its first 10 test stores in March 2003, focuses on women in the 25-40 age group with
moderate income. Its offerings are more diverse, including casual, active wear, intimate apparel and casual
career. The Pazo brand intends to be more fashion forward with a European feel that is more fashionable.

Since the Company opened its first store in 1983 principally seling folk art, its retail store system, now seling
principally women's apparel, has grown to 378 stores as of February 1, 2003, of which 366 are Company-
owned stores and 12 are franchised stores. Over the last five fiscal years, the Company has opened 243 new
Company-owned stores and acquired two stores from franchisees, and one franchisee has opened five new
franchised stores. Of the new Company-owned stores, 86 were opened in fiscal 2002 (year ended February
1, 2003), 64 were opened in fiscal 2001, 51 were opened in fiscal 2000, 40 were opened in fiscal 1999, and 22
were opened in fiscal 1998. During this same time period, the Company closed 11 Company-owned stores
and no franchised stores closed. The Company plans to open a minimum of 70-75 net new Company-owned
stores (including at least 10 Pazo stores, the Company’s new concept store) in the fiscal year ending January
31, 2004. In addition, the Company is evaluating certain existing Company-owned store locations, including
stores with leases coming up for renewal, and is considering the possibility of closing between one and three
existing Company-owned stores in fiscal 2003.




RESULTS OF OPERATIONS

The following table sets forth, for each of the respective pericds indicated, certain operating statement
data and the percentage of the Company's net sales represented by each line item presented.

Fiscal Year Ended (000’s)

February 1, February 2, February 3,
2003 2002 2001
(52 weeks) % (52 weeks) % (53 weeks) %
Net sales by company stores ... .. $ 508,492 95.8% $ 362,443  959% $ 252,168 97.2%
Net sales by catalog and Intermet . . 16,070 3.0 10,203 2.7 2,656 1.0
Net sales to franchisees . ....... .. 6,546 1.2 5,439 1.4 4,622 1.8
Netsales .................... 531,108 100.0 378,085 100.0 269,446 100.0
Costofgoodssold .............. 209,770 39.5 153,937 40.7 108,671 41,9
Gross profit ........... ... ... 321,338 60.5 224,148 59.3 150,775 58.1
General, administrative and store
operatingexpenses . . .......... 199,495 37.6 146,611 38.8 99,757 384
Depreciation and amortization ... .. 15,050 2.8 10,001 2.6 5,655 2.2
Income from operations .... 106,793 201 67,536 17.9 45,363 17.5
interestincome,net . ............. 883 0.2 507 0.1 409 0.1
Income before income taxes 107,676 20.3 68,043 18.0 45,772 17.6
Provision for income taxes .. ... ... 40,917 7.7 25,856 6.8 17,393 6.7
Net income ...... ........... $ 66,759 126% $ 42,187 1"12% $ 28,379 10.9%

FIFTY-TWO WEEKS ENDED FEBRUARY 1, 2003 COMPARED TO
THE FIFTY-TWO WEEKS ENDED FEBRUARY 2, 2002

Net Sales. Net sales by Company-owned stores for the fifty-two weeks ended February 1, 2003 (the
current period) increased by $146.0 milion, or 40.3%, over net sales by Company-owned stores for the
comparable fifty-two weeks ended February 2, 2002 (the prior period). The increase was the result of a
comparable Company store net sales increase of $48.3 million, or 13.5%, and $97.7 milion additional sales
from new stores not yet included in the Company’s comparable store base (net of sales of $1.0 million from
three stores closed in the previous fiscal year).

Net sales by catalog and Internet for the current period increased by $5.9 milion, or 57.5%, compared to
net sales by catalog and Internet for the prior period. The increase was believed 1o be principally attributable
to the increased number of catalog mailings and additional television spots in the current year versus the prior
period. ‘

Net sales to franchisees for the current period increased by approximately $1.1 milion, or 20.4%, compared
to net sales to franchisees for the prior period. The increase in net sales to franchisees was primarily due to
a net increase in purchases by the franchisees, and to a lesser degree, to the opening of a new franchise
location by an existing franchisee.

Gross Profit. Gross profit for the current period was $321.3 miillion, or 60.5% of net sales, compared
with $224.1 million, or 59.3% of net sales, for the prior period. The increase in the gross profit percentage
primarily resulted from improved initial merchandise markups on new products, and a significant improvement
in the gross profit percentage experienced in the Company's outlet division. To a lesser degree, this increase
in gross profit percentage resufted from decreased freight and inventory shrinkage costs as well as from
leveraging costs associated with the Company’s product development and merchandising operations (which
costs are included in the Company's cost of goods sold), and net of a slight increase in markdowns as a
percent of sales and an overall increase in outlet net sales as a percent of overall sales. Although the gross
profit percentage in the outlet division has improved, outlet net sales still tend to have a substantially lower gross




profit margin than sales at the Company’s front line stores. The increase in outiet net sales as a percent of net
sales and the increase in gross profit percentage in this division results primarily from the change in outlet strategy
implemented by the Company in the prior fiscal year.

General, Administrative and Store Operating Expenses. General, administrative and store
operating expenses increased to $199.5 million, or 37.6% of net sales, in the current period from $146.6
million, or 38.8% of net sales, in the prior period. The increase in general, administrative and store operating
expenses was, for the most part, the result of increases in store operating expenses, including associate
compensation, occupancy and other costs associated with additional store openings, and to a lesser degree,
an increase in marketing expenses. The decrease in these expenses as a percentage of net sales was
principally due to decreases in store payroll and bonuses as a percentage of sales, and to a lesser degree,
to leverage associated with the Company’s fiscal 2002 same store sales increase of 13.5%.

Depreciation and Amortization. Depreciation and amortization increased to $15.1 million, or 2.8%
of net sales, in the current period from $10.0 million, or 2.6% of net sales, in the prior period. The increase in
depreciation and amortization was principally due to capital expenditures related to new, remodeled and
expanded stores, which have tended to be greater on a per store basis than capital expenditures for
previously opened stores. The higher capital expenditures per store for new stores is attributable largely
to a growth in the average square footage for the newer stores.

Interest Income, Net. The Company had net interest income during the current period of
approximately $883,000 versus approximately $507,000 in the prior period. The increase in net interest
income was primarily a result of the Company’s increased cash and marketable securities position, partially
offset by lower interest rates.

Net Income. As a result of the factors discussed above, net income increased 58.2% to $66.8
million in the current period from net income of $42.2 million in the prior period. The income tax provision
represented an effective rate of 38% for the current and prior period.

FIFTY-TWO WEEKS ENDED FEBRUARY 2, 2002 COMPARED TO
THE FIFTY-THREE WEEKS ENDED FEBRUARY 3, 2001

Net Sales. Net sales by Company-owned stores for the fifty-two weeks ended February 2, 2002 (fiscal
2001 or the current period) increased by $110.3 milion, or 43.7%, over net sales by Company-owned stores for
the fifty-three weeks ended February 3, 2001 (fiscal 2000 or the prior period). The increase was the result of
a comparable Company store net sales increase of $42.1 million, and $68.2 million additional sales from the
new stores not yet included in the Company’s comparable store base (net of sales of $1.8 milion from six
stores closed in fiscal 2001 and fiscal 2000, and net of $5.3 million sales from the additional week in the prior
year versus the current year).

Net sales from the Company’s call center (website and catalog sales), which began operations in late
May 2000, increased by $7.5 million in the current period compared to the short year of seling in fiscal 2000.

Net sales to franchisees for the current period increased by approximately $817,000, or 17.7%, compared
to net sales to franchisees for the prior period. The increase in net sales to franchisees was primarily due to a
net increase in purchases by the franchisees as a whole, and the opening by an existing franchisee of two
additional franchised stores in fiscal 2000, net of the additional week in the prior period.

Gross Profit. Gross profit for the current period was $224.1 milion, or 59.3% of net sales, compared with
$150.8 miillion, or 58.1% of net sales, for the prior period. The increase in the gross profit percentage primarily
resulted from an improvement in the Company’s initial markup on goods, offset, in part, by slightly higher
markdowns as a percent of sales in the current period versus the prior period. To a lesser degree, the
increase in the gross profit percentage resulted from leveraging costs associated with the Company’s product
development and merchandising areas, which costs are included in the Company’s cost of goods sold.
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General, Administrative and Store Operating Expenses. General, administrative and store
operating expenses increased to $146.6 million, or 38.8% of net sales, in the current period from $99.8 million, or
38.4% of net sales, in the prior period. The increase in general, administrative and store operating expenses was,
for the most part, the result of increases in store operating expenses, including store compensation, occupancy
and other costs associated with additional store openings, and to a lesser degree, an increase in marketing
expenses. The increase N these expenses as a percentage of net sales was principally due to an increase in
direct store expenses related to costs associated with the Company’s new cash register rolled out in the first half
of fiscal 2001 and an increase in direct marketing expenses as a percentage of net sales, comprising 3.4% of net
sales in the current period, versus 2.7% of net sales in the prior period, net of leverage associated with the
Company’s 17.1% comparable Company store sales increase for the current period.

Depreciation and Amortization. Depreciation and amortization increased to $10.0 milion, or 2.6%
of net sales in the current period from $5.7 million, or 2.2% of net sales, in the prior period. The increase in
depreciation and amortization was principally due to capital expenditures related to new, remodeled and
expanded stores as well as capital expenditures related to the new cash registers and the addition to the
Company’s Headquarters facility which opened in early 2001. The increase as a percentage of net sales was
principally due to the new cash registers and the Headquarters expansion.

Interest Income, Net. The Company had net interest income during the current period of
approximately $507,000 versus approximately $408,000 in the prior period. The increase in net interest
income was primarily a result of the Company's increased cash and marketable securities position
throughout most of the year, net of decreased interest rates earned on cash and marketable securities.

Net Income. As a resuit of the factors discussed above, net income increased 48.7% to $42.2
million in the current period from net income of $28.4 million in the prior period. The income tax provision
represented an effective rate of 38.0% for the current and prior period.

CCMPARABLE COMPANY STORE NET SALES

Comparabie Company store net sales increased by 13.5% in the 52 weeks ended February 1, 2003
(fiscal 2002) when compared to the comparable prior period. Comparable Company store net sales data
is calculated based on the change in net sales of currently open Company-owned stores that have been
operated as a Company store for at least thirteen months, including stores that have been expanded or
relocated within the same general market area (approximately five miles).

The comparabie store percentage reported above inciudes 44 stores that were expanded or relocated
within the last two fiscal years by an average of 882 net selling square feet. If the stores that were expanded
and relocated had been excluded from the comparable Company-owned store base, the increase in comparable
Company-owned store net sales would have been 11.8% for fiscal 2002 (versus 13.5% as reported). The
Company does not consider the effect to be material to the overall comparable store sales results and believes
the inclusion of expanded stores in the comparable store net sales to be an acceptable practice, consistent with
the practice followed by the Company in prior periods and by many other retailers.

The Company believes that the increase in comparable Company store net sales in the current fiscal year
resulted from the continuing effort to focus the Company’s product development, merchandise planning, buying
and marketing departments on Chico’s target customer. The Company also believes that the look, fit and
pricing policy of the Company’s product was in line with the needs of the Company’s target customer, and
that the increase in comparable store sales was also fueled by a coordinated marketing plan, which includes
national and regicnal television advertising, national magazine advertising, increased direct mailings of catalogs,




a larger database of existing customers for such mailings and the success of the Company's loyalty club (the
"Passport Club"). To a lesser degree, the Company believes the increase was due to continued store-level
training efforts associated with ongoing training programs and continuing strong sales associated with several
styles of clothing produced from a related group of fabrics newly introduced by the Company in the fourth
guarter of fiscal 1998.

The following table sets forth for each of the quarters of the previous five fiscal years, the percentage
change in comparable store net sales at Company-owned stores from the comparable period in the prior
fiscal year:

Fiscal Year Ended

2/1/03 2/2/02 2/3/01 1/29/00 1/30/99
Full Year 13.5% 17.1% 34.3% 23.3% 30.3%
First Quarter 13.2% 27 7% 30.9% 22.6% 31.7%
Second Quarter 11.6% 17.4% 34.3% 17.2% 23.0%
Third Quarter 18.2% 7.0% 39.1% 26.9% 28.5%
Fourth Quarter 11.0% 17.9% 32.2% 26.5% 38.5%

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary ongoing capital requirements are for funding capital expenditures for new,
expanded, relocated and remodeled stores and merchandise inventories. Also, during fiscal 2002, the
Company experienced the need for capital to address the acquisition and equipping of the Company's new
distribution center, the remodeling of the space at the Company’s Ft. Myers headquarters that previously had
been used for distribution, and the acquisition and installation of new software packages as more fully
described in the Company’s Form 10-K for the fiscal year ended February 1, 2003.

During the current fiscal year (fiscal 2002) and the prior fiscal year (fiscal 2001), the Company’s primary
source of working capital was cash flow from operations of $108.8 milion and $65.5 milion, respectively. The
increase in cash flow from operations of $43.3 million was primarily due to an increase in net income of $24.6
million, an increase in the tax benefit of options exercised of $14.4 million, an increase in accounts payables and
accrued liabilties of $20.0 milion in the current period versus an increase of $9.6 million in the prior period, and
an increase in depreciation and amortization of $5.7 milion. These increases were offset by an increase in
inventories in the current year of $16.0 million versus an increase of $4.5 million in the prior period. The year-
over-year increases in accounts payable and inventories are due to a planned increase in inventoty levels in
the current period versus the prior period due to strong unplanned January sales in the prior period and a
general reduction in inventories last year due to concerns over the effect of terrorist attacks.

The Company invested $64.7 million in the current fiscal year in capital expenditures primarily associated
with the acquisition and costs of equipping its new distribution center in Georgia and modify its existing
distribution center in Florida ($14.0 million), the acquisition and initial installation costs associated with new
software packages ($10.3 million) and, the costs associated with the establishment of Pazo concept
stores (including costs incurred to date on unopened Pazo stores) and the acquisition of additionai land
and a 12,000 square foot building, which property is adjacent to the Company’s headquarters in Ft.
Myers, Florida and is to be used as the Pazo headquarters ($2.2 million), and with the balance attributable
primarily to new, relocated, remodeled and expanded Chico’s Company stores. During the same period
in the prior fiscal year, the Company invested $37.4 milion primarily for capital expenditures associated with the
opening of new, relocated, remodeled and expanded Company stores.
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During the current fiscal year, fourteen of the Company’s eighteen officers and two of its three independent
directors exercised an aggregate of 3,495,628 stock options (split-adjusted) at prices ranging from $0.36 to
$10.84 (split-adjusted) and several employees and former employees exercised an aggregate of 179,264 (sp'l'rt-
adjusted) options at prices ranging from $0.36 to $10.84 (split-adjusted). Also, during this period, the Company
sold 29,296 and 18,315 shares of common stock during the July and September offering pericds under its
employee stock purchase plan at prices of $15.44 and $15.09, respectively. The proceeds from these issuances
of stock, exclusive of the tax benefit realized by the Company, amounted to approximately $7.2 million.

The Company invested $50.7 milion, net, in marketable securities and repaid its existing mortgagé’ of
$5.2 million in the current year. In the prior year, the Company invested $26.2 milion in marketable securities
and repaid $66,000 of its indebtedness.

In September 2002, the Company entered into a replacement unsecured revolving credit facility with Bank
of America, N.A., expanding the maximum available commitment from $25 milion to $45 milion, extending the

maturity to June 2005 and increasing the letter of credit sublimit of the facility from $22 million to $35 miliion.

The following table summarizes the Company's contractual obligations at February 1, 2003:

Less than After
Total 1 year 1-3 years 4-5 years 5 years

Long-tenm debt $ — 8 — % — 3% — % —
Short-term ‘

borrowings — — — — —
Operating leases 217,177,000 33,279,000 65,052,000 53,407,000 65,439,000
Non-cancelable

purchase '

commitments 24,865,000 23,800,000 1,065,000 — —

Total contractual
commitments $242,042,000 $57,079,000 $66,117,000 $53,407,000 $65,439,000

At February 1, 2003 and February 2, 2002, the Company did not have any relationship with unconsolidated
entities or financial partnerships, which certain other companies have established for the purpose of facilitating
off-balance sheet arrangements or other contractually narrow or limited purposes. Therefore, the Company is
not materially exposed to any financing, liquidity, market or credit risk that could arise if the Company had
engaged in such relationships.

As more fully described in "ltem 1" beginning on page 14 of the Company’s Annual Report on Form
10-K for the fiscal year ended February 1, 2003, the Company is subject to ongoing risks associated with
imports. The Company’s reliance on sourcing from foreign countries causes the Company 1o be exposed
to certain unigue business and political risks. Import restrictions, including tariffs and quotas, and changes in
such tariffs or quotas could affect the importation of apparel generally and, in that event, could increase the
cost or reduce the supply of apparel available to the Company and have an adverse effect on the Company's
business, financial condition and/or results of operations, The Company's merchandise flow could also be
adversely affected by poiitical instability in any of the countries in which its goods are manufactured, by significant
fluctuations in the value of the U.S. dollar against applicable foreign currencies and by restrictions on the
transfer of funds.

The Company plans to open a minimum of approximately 70-75 net Company-owned new stores (which
includes a minimum of 10 Pazo stores) in fiscal 2003, of which 23 were opened as of April 18, 2003. The




Company believes that the liquidity needed for its planned new store growth, continuing remodel/expansion
program, continued remodeling of the space in the Company’s Ft. Myers headquarters previously used for
distribution, continued installation of new software packages, rollout of its new concept stores on a test basis
in fiscal 2003, and maintenance of proper inventory levels associated with this growth will be funded primarity
from cash fiow from operations and its strong existing cash and marketable securities balances. The Company
further believes that this liquidity will be sufficient, based on the above, to fund anticipated capital needs over
the near-term. Given the Company’s existing cash and marketable securities balances and the capacity
included in its bank credit facllities, the Company does not believe that it would need to seek other sources
of financing to conduct its operations or pursue its expansion plans even if cash flow from operations should
prove to be less than anticipated or if there should arise a need for additional letter of credit capacity due to
establishing new and expanded sources of supply, or if the Company were 1o increase the number of new
Company stores planned to be opened in future periods.

SEASONALITY AND INFLATION

Although the operations of the Company are influenced by general economic conditions, the Company
does not believe that inflation has had a material effect on the results of operations during the current or prior
periods. The Company does not consider its business to be seasonal.

CERTAIN FACTORS THAT MAY AFFECT FUTURE RESULTS

This annual report may contain certain "forward-looking statements" within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended,

which reflect the current views of the Company with respect to certain events that could have an effect on the |

Company’s future financial performance. The statements may address items such as future sales, gross profit

expectations, planned store openings, closings and expansions, future comparable store sales, future product =

sourcing plans, inventory levels, planned capital expenditures and future cash needs. In addition, from time to

time, the Company may issue press releases and other written communications, and representatives of the

Company may make oral statements which contain forward-looking information.

These statements, including those in this annual report and those in press releases or made orally, may
include the words "expects,”" "believes," and similar expressions. Except for historical information, matters
discussed in such oral and written statements, including this annual report, are forward-looking statements.
These forward-looking statements are subject to various risks and uncertainties that could cause actual
results to differ materially from historical results or those currently anticipated. These potential risks and
uncertainties include the financial strength of retailing in particular and the economy in general, the extent of
fimancial difficulties that may be experienced by customers, the ability of the Company to secure and
maintain customer acceptance of Chico's styles, the propriety of inventory mix and sizing, the quality of
merchandise received from vendors, the extent and nature of competition in the markets in which the
Company operates, the extent of the market demand and overall level of spending for women’s private
label clothing and related accessories, the adeqguacy and perception of customer service, the ability to
cocrdinate product development with buying and planning, the ability of the Company’s suppliers to
timely produce and deliver clothing and accessories, the changes in the costs of manufacturing, labor
and advertising, the rate of new store openings, the buying public's acceptance of the Company's new
store concept, the performance, implementation and integration of management information systems,
the ability to hire, train, energize and retain qualified sales associates and other employees, the availability
of quality store sites, the ability to hire and train qualified managerial employees, the ability to effectively and
efficiently establish and operate catalog and Internet sales, the ability to secure and protect trademarks
and other intellectual property rights, the ability to effectively and efficiently integrate and operate the newly
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acquired facility, risks associated with terrorist activities and other risks. In addition, there are potential risks
and uncertainties that are peculiar to the Company’s reliance on sourcing from foreign vendors, including the
impact of work stoppages, transportation delays and other interruptions, poilitical or civil instability, foreign
currency fluctuations, imposition of and changes in tariffs and import and export controls such as import
quotas, changes in governmental policies in or towards foreign countries and other similar factors.

The forward-looking statements included herein are only made as of the date of this Annual Report. The
Company undertakes no obligation to publicly update or revise any forward-looking statements, whether as a
resuft of new information, future events or otherwise.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company's discussion and analysis of its financial condition and results of operations are based
upon the Company's consolidated financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States of America. The preparation of consolidated
financial statements requires the Company to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities.
On an ongoing basis, the Company evaluates its estimates, including those related to customer product retums,
inventores, income taxes, insurance reserves, contingencies and litigation. The Company bases its estimates
on historical experience and on various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions.

The Company believes the following critical accounting policies affect its more significant judgments and
estimates used in the preparation of its consolidated financial statements.

Inventory Valuation

The Company identifies potentially excess and slow-moving inventories by evaluating turn rates and
inventory levels in conjunction with the Company’s overall growth rate. Excess quantities are identified through
evaluation of inventory ageings, review of inventory turns and historical sales experiences, as well as specific
identification based on fashion trends. Further, exposure to inadequate realization of carrying value is identi-
fied through analysis of gross margins and markdowns in combination with changes in the fashion industry. The
Company provides lower of cost or market reserves for such identified excess and slow-moving inventories.

Inventory Shrinkage

The Company estimates its expected shrinkage of inventories between physical inventory counts by applying
historical chain-wide average shrinkage experience rates to the related periods’ sales volume. The historical rates
are updated on a regular basis to reflect the most recent physical inventory shrinkage experience.

Sales Returns

The Company’s policy is to honor customer returns at all times. Returns after 30 days of the original
purchase, or returns without the original receipt, qualify for store credit only. The Company will, in certain
circumstances, offer full customer refunds either after 30 days or without a receipt. The Company
estimates its reserve for likely customer returns based on the average refund experience in relation to sales
for the related period.




Self-Insurance

The Company is self-insured for certain losses relating to workers’ compensation, medical and general
liability claims. Self-insurance claims filed and claims incurred but not reported are accrued based upon
management’s estimates of the aggregate liability for uninsured claims incurred using insurance industry
benchmarks and historical experience. Aithough management believes it has the ability to adequately
accrue for estimated losses related to claims, it is possible that actual results could significantty differ from
recorded self-insurance liabilities.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The market risk of the Company’s financial instruments as of February 1, 2003 has not significantty changed

since February 2, 2002. The Company is exposed to market risk from changes in interest rates on its
indebtedness. The Company’s exposure to interest rate risk relates in part to its revolving line of credit with

its bank; however, as of February 1, 2003, the Company did not have any outstanding borrowings on its line

of credit and, given its strong liquidity position, does not expect to utilize its line of credit in the foreseeable
future except for its continuing use of the letter of credit facility portion thereof.

NEWLY ISSUED ACCCOUNTING PRONOUNCEMENTS

In June 2002, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 146, "Accounting for Costs Associated with Exit or Disposal Activities" (SFAS
148). The standard requires companies to recognize costs associated with exit or disposal activities when they
are incurred rather than at the date of a commitment to an exit or disposal plan. SFAS 146 is effective for exit
or disposal activities that are initiated after December 31, 2002. The adoption of SFAS 146 did not have a
significant impact on the Company’s financial position or results of operations.

In November 2002, the FASB issued FASB Interpretation No. 45, "Guarantor's Accounting and
Disclosure Reqguirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others" (FIN 45).
FIN 45 elaborates on the existing disclosure requirements for most guarantees, including loan guarantees
such as standby letters of credit. It also clarifies that at the time a company issues a guarantee, the company
must recognize an initial liability for the fair value, or market value, of the obligations it assumes under that
guarantee and must disclose that information in its interim and annual financial statements. FIN 45 is effective
on a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure reguirements
of FIN 45 are effective for financial statements of interim or annual periods ending after December 15, 2002, The
adoption of FIN 45 did not have a significant impact on the Company’s financial position or results of operations.

In December 2002, the FASB issued SFAS 148, "Accounting for Stock-Based Compensation, Transition
and Disclosure” (SFAS 148). SFAS 148 amends SFAS 123, to provide alternative methods of transition to the
fair value method of accounting for stock-based employee compensation. In addition, SFAS 148 amends the
disclosure provisions of SFAS 123. SFAS 148 does not amend SFAS 123 to reguire companies to account for
their employee stock-based awards using the fair value method. However, the disclosure provisions are
reqguired for all companies with stock-based employee compensation, regardless of whether they utilize the
fair value method of accounting described in SFAS 123 or the intrinsic value method described in APB 25, The
Company adopted the disclosure provisions of SFAS 148 during the year ended February 1, 2003.
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CONTROLS AND PROCEDURES

Within the 90 days prior to the date of this report, an evaluation was carmed out under the supervision and
with the participation of the Company's management, including its Chief Executive Officer and Chief Financial
Officer, of the effectiveness of the design and operation of the Company's disclosure controls and procedures
pursuant to Exchange Act Rule 13a-14. Based upon that evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that the Company's disclosure controls and procedures are effective in timely alerting
them to material information relating to the Company (including its consolidated subsidiaries) required to be included
in the Company's periodic SEC fiings. There were no significant changes in the Company's intemal controls or in
other factors that could significantly affect these controls subsequent to the date of their evaluation.

LEGAL PROCEEDINGS

The Company was named as defendant in a suit filed in September 2001 in the Superior Court for the State
of Califomia for the County of Orange. This suit, Carmen Davis vs. Chico’s FAS, Inc., was filed by the plaintiff,
seeking to represent all other Company assistant store managers, sales associates and hourly employees in
Califomia from September 21, 1997 to the present. The Company responded by seeking to dismiss the complaint
and strike selected claims in order to either eliminate the ltigation or gain greater clarity as to the basis for the
plaintiff's action. In response, the plaintiff fled an amended complaint on February 15, 2002, which differs in a
number of material respects from the original complaint. The amended complaint alleged that the Company
falled to pay overtime wages and failed to provide rest breaks and meal pericds. The action scught "class
action” status and sought unspecified monetary damages. Following preliminary settiement discussions, the
parties attended a mediation on October 14, 2002, at which the parties reached a settlement on a class-wide
basis. The settlement provides for a common fund out of which settlernent awards to class members and the
costs of the settlerment will be paid. The parties prepared a settlement agreement, which was lodged with the
Court. The settlement agreement states that the settlement is not an admission of liability and that the Company
continues to deny liability for any of plantiff's claims. Subsequent to year end, the Court heard the plaintiff's motion
for preliminary approval of the settlement. The Court granted the motion and ordered that the parties give notice
of the settlement to the class members. Once notice is given, class members will have sixty days to file claim
forms to participate in the settlement or to file exclusion forms to opt out of the settlement. On September 16,
2003, the Court will hold a settlement faimess hearing for the purpose of determining whether to give final
approval to the settlement. If final approval is given, and no appeals challenging the settlement are filed, the
Company will pay the settlement sums to class members who have filed valid claims and also will pay amounts
owing for attorney’s fees, costs and other expenses of the settlement. The settlement provides for a release of
all covered claims by class members who do not opt out of the settliement. The Company does not believe the
outcome of this will have a material impact on the Company’s results of operations or financial condition.

Chico's is not a party to any other legal proceedings, other than various claims and lawsuits arising in the
normal course of the Company’s business, none of which the Company believes should have a material
adverse' effect on its financial condition or results of operations.




TRADING AND DIVIDEND INFORMATION

The following table sets forth, for the periods indicated, the range of high and low sale prices for the
Common Stock, as reported on the New York Stock Exchange and Nasdaq National Market System.®

For the Fiscal Year Ended February 1, 2003 High® Low®
Fourth Quarter (November 3, 2002 - February 1, 2003) $23.73 $16.83
Third Quarter (August 4, 2002 - November 2, 2002) 21.09 13.02
Second Quarter (May 5, 2002 - August 3, 2002) 21.00 13.26
First Quarter (February 3, 2002 - May 4, 2002) 18.99 14.40

For the Fiscal Year Ended February 2, 2002 High® Low®
Fourth Quarter (November 4, 2001 - February 2, 2002) $15.29 $ 950
Third Quarter (August 5, 2001 - November 3, 2001) 13.00 6.83
Second Quarter (May 6, 2001 - August 4, 2001) 12.84 8.66
First Quarter (February 4, 2001 - May 5, 2001} 10.45 6.86

(1) On April 11, 2001, the Company commenced its trading on the New York Stock Exchange.
(2) Adjusted for the 2 for 1 stock split payable in July 2002, the 3 for 2 stock split payable January 2002
and the 3 for 2 stock split payable in May 2001.

The Company does not intend to pay any cash dividends for the foreseeable future and intends to retain
eamings, if any, for:the future operation and expansion of the Company’s business. Any determination to pay
dividends in the future will be at the discretion of the Company’s Board of Directors and will be dependent upon
the Company’s results of operations, financial condition, contractual restrictions and other factors deemed
relevant by the Board of Directors.

The approximate number of equity security holders of the Company is as follows:

Title of Class Number of Record Holders As of April 18, 2003
Common Stock, par value $.01 per share 1,080
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As dtscussed above the f nancnal statements of
Chico’ s FAS !no and subsidiaries as of February 2,
2002, ‘and for eaoh of the two years in the period then
' :ended were audlted ‘by other auditors who have
= ‘7"oeased operatlons As described in Note 1, in the fiscal
»r=':year ended: February 1, 2008, the Company’s Board of
o Drrectors approved atwo-for-one common stock split,
" and all references to number of shares and per share
’iﬁformatiOn in the financial statements have been
uadjusted to reflect the common stock split on a
retroactive basis. We audited the adjustments that
;Were applled to restate the number of shares and per
share lnformatnon reflected in the financial statements
) for the years ended February 2, 2002 and February 3,
2001 ."Qur procedures included (a) agreeing the
aUtHorization for the two-for-one common stock split
:‘to the Company’s underlying records obtained from
“management, and (b) testing the mathematical
) ,a&cvcuracy of the restated number of shares, basic
' ‘:and diluted earnings per share and other applicable
- disclosures-such as stock options. In our opinion, such
- adjustments are appropriate and have been properly
applied. However, we were not engaged to audit,
__review, or apply any procedures to the financial
o statements.of the C—orr]pariy‘ for the years ended
- February 2, 2002 and February 3, 2001 other than
with respect 1o such adjustments and, accordingly,
"~ we'do not express an opinion or any other form of
“assurance on the financial statements for the years &
_ended February 2, 2002 and February 3, 2001 taken
as awhole.

- Tampa Florida
February 28, 2003




THIS REPORT OF INDEPENDENT CERTIF)ED PUBL .
ACCOUNTANTS IS A COPY . OF A REPORT: PREVIOUSLY
ISSUED BY ARTHUR ANDERSEN LLP AND HAS NOT
BEEN REISSUED BY ARTHUR ANDERSEN LLP THE
INCLUSION OF THIS PREVIOUSLY ISSUED ANDERSEN, i
REPORT IS PURSUANT TO THE "TEMPORARY FINAL
RULE AND FINAL RULE REQUIREMENTS FOR )
ARTHUR ANDERSEN LLP AUDITING CLIENTS,"
ISSUED BY THE U.S. SECURITIES AND EXCHANGE
COMMISSION IN MARCH 2002. NOTE THAT THIS
PREVIOUSLY ISSUED ANDERSEN REPORT INCLUDES
REFERENCES TO CERTAIN FISCAL YEARS, WHICH - - .- =
ARE NOT REQUIRED TO BE PRESENTED IN THE
ACCOMPANYING CONSOLIDATED FINANCIAL . _
STATEMENTS AS OF AND FOR THE YEARS ENDED
FEBRUARY 1, 2008.

To Chico’s FAS, Inc. and Subsidiaries:

We have audited the accompanying consolidated
balance sheets of Chico's FAS, Inc. (a Florida
corporation) and subsidiaries as of February 2, 200 e
and February 3 2001, and the re!ated oonsohdated '

financial statements are the responabmty of: the 5
+ Company's management Our responsnbllrty i
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CHICO’S FAS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS:
Cashandcashequivalents ........... ... ... ... ... ..
Marketable securities . .. .......... ... ... L
Receivables, less allowances for sales returns of $304,000
and $293,000, respectively .. ............. ... ...
ventories . .. ... ..
Prepaid @Xpenses . . . .. ...t
Deferredtaxes. . . ... . 0
Totalcurrentassets .. ... ... . oo
PROPERTY AND EQUIPMENT:
Land and land improvements . ............. ... oL
Building and building improvements . ........ .. ... .. ...
Equipment, furmiture and fixtures .. ...... ... ... .. L
Leasehold improvements ....... ... ... .. ... oL
Total property and equipment . ...................
Less accumulated depreciation and amortization ..... ...
Property and equipment,net . ... ... L
DEFERRED TAXES . .......... . .. . .
OTHER ASSETS, net .. . ....... ... .. ... ... ..

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accountspayable . ... .. ..
Accruedliabilities ... .. ... ... . .
Current portion of debt and deferred liabilities .. ....... ..
Total current liabilities .. ........... ... ... ... ..
NONCURRENT LIABILITIES: . . ... ... .. ... ... .....
Long-term debt, excluding current portion . ........... ..
Deferred liabilities ... ...... ... .. .. . .. . . . .
Total noncurrent liabilities . ... .....................

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY:

Common stock, $.01 par value; 200,000,000 shares
authorized and 85,282,321 and 81,581,318 shares
issued and outstanding, respectively .. ............ ...

Additional paid-incapital . ... .. .. .o o

Retainedeamings ... ... . o i i

Accumulated other comprehensive income ........... ..

Total stockholders' equity. .. .............. ... ...

February 2,

2002

$ 13,376,864

40,428,675

2,083,470
28,905,066
3,796,798

4,400,000

92,980,873

2,870,111
12,424,784
41,752,754
57,259,004

114,306,653
(23,000,701)

91,305,952
1,166,000
922,635

$ 186,385,360

$ 18,054,137

16,585,157

306,876

34,946,170

15,022,499
2,921,760
7,944,259

815,813
34,226,490
108,350,203
102,425

143,494,931
$ 186,385,360

The accompanying notes are an integral part of these consolidated balance sheets.




CHICO'S FAS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

FISCAL YEAR ENDED
: February 2, February 3,
2002 2001

Net sales by company stores. . . . . e $ 362,443,217 $252,168,208

Net sales by catalogandintermet. . ....... . .......... .. - 10,202,908 2,656,156
Netsalestofranchisees . .......... .. ... .. . ... .. .. .... , 5,439,215 4,621,532
Netsales................ ... . ............... 378,085,340 259,445,806

Costofgoodssold ......... ... . ... . . Lk 163,937,579 108,670,577
Grossprofit. . ........ ... ... ... ... ... ... .. .. 7 224147,761 150,775,319

General, administrative and store
operating expenses . . .. ... i : 146,610,788 99,757,264
Depreciation and amortization. . ............... ... . ... 10,001,087 5,654,582
Income from operations ... ... ... ... .. ... 67,535,886 45363,473

Interestincome, net. ... .. .
Income before income taxes. . ........ ... ..

507,145 408,146
68,043,031 45,771,619

Income taxprovision ......... ... . e { 25,856,000 17,393,000
Netincome. . ...... .. ... ... .. ... ... ... ... i $ 42,187,031 $ 28,378,619

PER SHARE DATA: ;
Net income per common share-basic .. .............. ' On $ 0.52 $ 0.36
Net income per common and common 4

equivalent share-diluted .. ........... ... ... L. $ 050 % 0.35

Weighted average common shares outstanding - basic .
Weighted average common and common
equivalent shares outstanding - diluted. . .. ..... . ...,

80,365,350 78,083,786

83,778,336 81,665,394

The accompanying notes are an integral part of these consolidated statements.

21




Common Stock

CHICO’S FAS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Accumulated

Additional Other
Par Paid-in Retained Comprehensive
Shares Value Capital Earnings (Loss) Income Total
BALANCE, January 29, 2000 77,078,412 $ 770,784 $ 14,109,738 $ 37,784,553 $ (24,334) $ 52,640,742
Netincome ............... — — — 28,378,619 —_ 28,378,619
Unrealized gain on marketable
securities,net ........... .. — — — — 71,580 71,580
Comprehensive income . . 28,450,199
lssuance of common stock .. 1,668,758 16,688 1,626,456 — — 1,543,144
Stock option compensation . . — — 70,158 — —_ 70,156
Tax benefit of stock options
exercised ................ — — 2,617,000 — — 2,617,000
BALANCE, February 3, 2001 78,747,170 787,472 18,323,351 66,163,172 47,246 85,321,241
Netincome ... ... ... ... ... — — — 42,187,031 — 42,187,031
Unrealized gain on marketable
securities,net ......... .. .. — — — — 55,179 55179
Comprehensive income . . 42,242,210
Issuance of common stock .. 2,834,148 28,341 7,674,495 — — 7,702,836
Stock option compensation . . — — 44,644 — — 44 BAA
Tax benefit of stock options
exercised .. ... ........... — — 8,184,000 — — 8,184,000
BALANCE, February 2, 2002 81,581,318 815,813 34,226,490 108,350,203 102,425 143,494,931
Netincome ............... — — — 66,758,942 — 66,758,942
Unrealized gain on marketable
securities, net ........ ... .. — —_ — — 83,027 83,027
Comprehensive income . . 66,841,969
Issuance of common stock .. 3,701,003 37,010 7,210,212 — — 7,247,222
Tax benefit of stock options
exercised ................ — — 22,549,000 — — 22,549,000

BALANCE, February 1, 2003 85,282,321 $ 852,823

$63,085,702 $175,109,145

$ 185,452 $ 240,133,122

The accompanying notes are an integral part of these consolidated statements.
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CHICO’S FAS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FISCAL YEAR ENDED

February 2, February 3,
2002 2001
CASH FLOWS FROM OPERATING
ACTIVITIES:
Netincome .. ... ... . .. . . . $42,187,031 $ 28,378,619
Adjustments to reconcile net income to net cash
provided by operating activities — '
Depreciation and amortization, cost of goods sold 405,787 323,162
Depreciation and amortization, other . ... ... ... .. 10,001,087 5,654,582
Stock option compensation ............ ... ... 44,644 70,156
Deferredtaxbenefit ..... ... .. ... ... ... .. ... (1,816,000) (606,000)
Tax benefit of options exercised .. .............. 8,184,000 2,617,000
Deferred rentexpense,net . ................... 882,873 406,971 .
Loss from disposal of property and equipment . .. 1,445,078 393,870
(Increase) decrease in assets —
Receivables, net ...... .. ... .. ... ... .. ... ... 915,440 (1,292,249)
INnventories .. ... .. .. (4,510,904) (9,559,362)
Prepaidexpenses . ........... ... ... ... .. (1,542,449) (1,5685,654)
Otherassets,net ....... ... ... ... ... ... .. ... (292,305) (109,821)
Increase in liabilites —
Accountspayable ... ... ... oo 4,302,375 7,769,078
Accrued liabilities . ......... ... .. ... .., 5,285,805 6,706,248
Totaladjustments ......... ... ... oL 23,305,431 10,788,081
Net cash provided by operating activities . . . . .. 65,492,462 39,166,700
CASH FLOWS FROM INVESTING
ACTIVITIES:
Purchases of marketable securities ... ......... ... (56,396,476) (30,131,458)
Proceeds from sale of marketable securites .. .. .. 30,244,500 29,977,045
Purchases of property and equipment ... ..... ... (37,436,496) (40,468,993)
Net cash used in investing activities .. .. ... .. (63,588,472) (40,623,406)
CASH FLOWS FROM FINANCING
ACTIVITIES:
Proceeds from issuance of common stock ... .. .. 7,702,836 1,543,144
Principal paymentsondebt. . ........ ... ... . ... (66,000) (72,000)
Deferred finance costs ...................... .. (78,080) (81,250) e, N
Net cash provided by financing activities . . . . .. 7,558,756 1,389,894 e
Net (decrease) increase in cash and
cashequivalents ...... ... ... .. ... ... 9,462,746 (66,812)
CASH AND CASH EQUIVALENTS,
Beginningofperiod ......... ... . ... ... ... .. 3,914,118 3,280,830
CASH AND CASH EQUIVALENTS,
Endofperiod .. ... ... .. ... . ... $ 13,376,864 $ 3,914,118
SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:
Cashpaidforinterest ........... ... .. ... ... .... 610,384 $ 893,811
$ 17,657,563 $ 15,839,172

Cash paid forincometaxes ... ..................

The accompanying notes are an integral part of these consolidated statements.
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CHICO’S FAS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FEBRUARY 1, 2003
1. BUSINESS ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES:

BUSINESS ORGANIZATION

The accompanying consolidated financial statements include the accounts of Chico’s FAS, Inc., a Florida
corporation, and its wholly-owned subsidiaries. The Company operates as a specialty retailer of exclusively
designed, private label casual clothing and related accessories. The Company sells its products through
traditional retail stores, catalog, a small franchise network and via the Internet at www.chicos.com. As of
February 1, 2003, the Company's retail store system consisted of 378 stores located throughout the United
States, 366 of which are owned and operated by the Company, and 12 of which are owned and operated
by franchisees.

FISCAL YEAR

The Company has a 52-53 week fiscal year ending on the Saturday closest to January 31. The fiscal years
ended February 1, 2003, February 2, 2002, and February 3, 2001 contained 52, 52 and 53 weeks, respectively.

FRANCHISE OPERATIONS

A summary of the changes in the number of the Company's franchise stores as compared to total company-
owned stores as of February 1, 2003, and February 2, 2002, and for the fiscal years then ended is as follows:

Fiscal Year Ended

February 1, February 2,
2003 2002
Franchise storesopened . . .............. ... 1 —
Franchise stores in operation at fiscal year-end 12 i
Company-owned stores at fiscal year-end . . . . 366 300

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.
All significant intercompany balances and transactions have been eliminated in consolidation.

MANAGEMENT ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States reqguires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. Significant estimates and assumptions made by management primarily impact the following
key financial areas:




Inventory Valuation

The Company identifies potentially excess and slow-moving inventories by evaluating tum rates
and inventory levels in conjunction with the Company’s overall growth rate. Excess quantities
are identified through evaluation of inventory ageings, review of inventory turns and historical
sales experiences, as well as specific identification based on fashion trends. Further, exposure
to inadequate realization of carrying value is identified through analysis of gross margins and
markdowns in combination with changes in the fashion industry. The Company provides lower
of cost or market reserves for such identified excess and slow-moving inventories.

Inventory Shrinkage

The Company estimates its expected shrinkage of inventories between physical inventory
counts by applying historical chain-wide average shrinkage experience rates to the related periods’
sales volume. The historical rates are updated on a regular basis to reflect the most recent
physical inventory shrinkage experience.

Sales Returns

The Company's poiicy is to honor customer returns at all times. Returns after 30 days of the
criginal purchase, or returns without the criginal receipt, qualify for store credit only. The
Company will, in certain circumstances, offer full customer refunds either after 30 days or without
areceipt. The Company estimates its reserve for likely customer returns based on the average
refund experience in relation to sales for the related period.

Self-Insurance

The Company is self-insured for certain losses relating to workers' compensation, medical and
general liability claims. Self-insurance claims filed and claims incurred but not reported are
accrued based upon management’s estimates of the aggregate liability for uninsured claims
incurred using insurance industry benchmarks and historical experience. Atthough management
believes it has the ability to adequately accrue for estimated losses related to claims, it is possible
that actual results could significantly differ from recorded self-insurance liabilities.

RECLASSIFICATIONS

Reclassifications of certain prior-year balances were made in order to conform to the current-year presentation.

CASH AND CASH EQUIVALENTS

Cash and cash eqguivalents includes cash on hand and in banks with criginal maturities of three months or less.
MARKETABLE SECURITIES

Marketable securities are classified as available-for-sale securities and are carried at fair value, with the unrealized
holding gains and losses, net of income taxes, reflected as a separate component of stockholders’ equity until
realized. For the purposes of computing realized and unrealized gains and losses, cost is determined on a
specific identification basis.
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INVENTORIES

Fabric inventories of approximately $2,466,000 and $2,400,000 as of February 1, 2003, and February 2, 2002,
respectively, are recorded at the lower of cost, using the first-in, first-out (FIFO) method, or market. All other
inventories consisting of merchandise held for sale are recorded at the lower of cost, using the last-in, first-out
(LIFO) method, or market. If the lower of FIFO or market method had been used for all inventories, inventories
would have been approximately $638,000 and $1,578,000 higher as of February 1, 2003, and February 2,
2002, respectively, than those reported in the accompanying consolidated balance sheets. Purchasing,
merchandising, distribution and product development costs are expensed as incurred, and are inciuded in
the accompanying consolidated statements of income as a component of cost of goods sold.

PROPERTY AND EQUIPMENT

Property and equipment is stated at cost. Depreciation of property and equipment is provided on a straight-ine
basis over the estimated useful lives of the assets. Leasehold improvements are depreciated over the lesser of
the useful lives of the assets or the lease terms. The Company's property and equipment is depreciated using
the following estimated useful lives:

Estimated Useful Lives

Land and land improvements . .. .. ... .. 35 years

Building and building improvements .. .. 20 - 35 years

Equipment, furniture and fixtures .. ... .. 2 -10years

Leasehold improvements . ...... ... ... 3 - 10 years or term of lease, if shorter

Maintenance and repairs of property and equipment are expensed as incurred, and major improvements are
capitalized. Upon retirement, sale or other disposition of property and equipment, the cost and accumulated
depreciation or amortization are eliminated from the accounts, and any gain or loss is charged to operations.

ACCOUNTING FOR THE IMPAIRMENT OF LONG-LIVED ASSETS

Long-lived assets are reviewed periodically for impairment if events or changes in circumstances indicate that
the carrying amount may not be recoverable. If expected future undiscounted cash flows from operations are
less than their carrying amounts, an asset is determined to be impaired, and a loss is recorded for the amount
by which the carrying value of the asset exceeds its fair value.

INCOME TAXES

The Company follows the liability method, which establishes deferred tax assets and liabilities for the temporary
differences between the financial reporting bases and the tax bases of the Company’s assets and liabilities at
enacted tax rates expected to be in effect when such amounts are realized or settled. Net deferred tax assets,
whose realization is dependent on taxable eamings in future years, are recognized when a greater than 50
percent probability exists that the tax benefits will actually be realized sometime in the future.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company’s financial instruments. consist of cash and cash equivalents, marketable securities, short-term
trade receivables and payables and in the prior year, long-term debt instruments. The carrying values of cash
and cash equivalents, marketable securities, trade receivables and trade payables equal current fair value. The
terms of the Company’s long-term debt agreements, as amended, include variable interest rates, which
approximate current market rates.



REVENUE RECOGNITICN

Retail sales by Company stores are recorded at the point of sale and are net of estimated customer returns.
Retail sales by catalog and Intemet are recorded when shipments are made to catalog and Internet customers
and are net of estimated customer returmns. Net sales to franchisees are recorded when merchandise is
shipped to franchisees and are net of estimated returns.

STORE PRE-OPENING COSTS

Operating costs (including store set-up, rent and training expenses) incurred prior to the opening of new stores
are expensed as incurred and are included in general, administrative and store operating expenses in the
accompanying consolidated statements of income.

ADVERTISING COSTS

Costs associated with advertising are charged to expense when the advertising occurs. During the fiscal d "
years ended February 1, 2003, February 2, 2002, and February 3, 2001, advertising costs of approximately i

$18,811,000, $12,816,000 and $7,051,000, respectively, are included in general, administrative and store
operating expenses.

STOCK-BASED COMPENSATION PLANS

As allowed by Statement of Financial Accounting Standards (SFAS) No. 123, "Accounting for Stock-Based
Compensation" (SFAS 123), the Company has elected to account for its stock-based compensation plans
under the intrinsic value method of accounting prescribed by Accounting Principles Board (APB) Opinion No.
25, "Accounting for Stock Issued to Employees” (APB 25). Accordingly, the Company does not recognize
compensation expense for stock option grants when the exercise price of the option equals or exceeds the
market price of the Company’s common stock on the date of grant. The Company has adopted the pro forma
disclosure requirements of SFAS 123 and SFAS 148, See Note 7.

COMMON STOCK SPLITS

During the fiscal years ended February, 1, 2003 and February 2, 2002, the Board of Directors (the Board)
declared three. common stock splits (collectively, the Stock Splits). On April 19, 2001, the Board declared a
three-for-two stock split of the Company’s common stock, payable in the form of a stock dividend on May 16,
2001, to shareholders of record as of the close of business on May 2, 2001. On December 19, 2001, the Board
declared a three-for-two stock split of the Company’s common stock, payable in the form of a stock dividend
on January 18, 2002, to shareholders of record as of the close of business on December 31, 2001. On June
27, 2002, the Board declared a two-for-one stock gplit of the Company’s common stock, payable in the form
of a stock dividend on July 29, 2002, to shareholders of record as of the close of business on July 15, 2002.
Accordingly, all historical weighted average share and per share amounts and all references to the number of
common shares elsewhere in the conscolidated financial statements and notes thereto have been restated to
reflect the Stock Splits. Par value remains unchanged at $0.01.

NET INCOME PER COMMON AND COMMON EQUIVALENT SHARE
SFAS No. 128, "Earnings per Share" (SFAS 128), requires companies with complex capital structures that have

publicly held common stock or common stock equivalents to present both basic and diluted earnings per
share (EPS) on the face of the income statement. As provided by SFAS 128, basic EPS is based on the
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weighted average number of common shares outstanding and dituted EPS is based on the weighted average
number of common shares outstanding plus the dilutive common equivalent shares outstanding during the period.

The following is a reconciliation of the denominators of the basic and diluted EPS computations shown on the
face of the accompanying consolidated statements of income as restated for the Stock Splits:

Fiscal Year Ended

February 1, February 2, February 3,
2003 2002 2001
Weighted average common shares
outstanding-basic ......... ... .. ... .. 83,308,829 80,365,350 78,083,786
Ditutive effect of stock options outstanding . . 2,723,223 3,412,986 3,581,608
Weighted average common and common
equivalent shares outstanding ~ diluted . . . 86,032,052 83,778,336 81,665,394

The following options were outstanding as of the end of the fiscal years but were not included in the
computation of diluted EPS because the options’ exercise prices were greater than the average market
price of the common shares:

Fiscal Year Ended

February 1, February 2, February 3,
2003 2002 2001
Number of options 523,800 373,000 1,026,000
Exercise price $18.30-%21.42 $10.66-%13.34 $731-$772
Expiratondate ... . ..... ... .. ... ... June 25, 2012 - May 23, 2010 - August 7, 2010 -

December 16, 2012 January 2, 2012 October 30, 2010
NEWLY iSSUED ACCCOUNTING PRONOUNCEMENTS

In June 2002, the Financial Accounting Standards Board (FASB) issued SFAS No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities" (SFAS 148). The standard requires companies to recognize costs
associated with exit or disposal activities when they are incurred rather than at the date of a commitment to an
exit or disposal plan. SFAS 146 is effective for exit or disposal activities that are initiated after December 31, 2002.
The adoption of SFAS 146 did not have a significant impact on the Company’s financial position or results of
operations.

In November 2002, the FASB issued FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others" (FIN 45). FIN 45
glaborates on the existing disclosure requirements for most guarantees, including loan guarantees such as
standby letters of credit. It also clarifies that at the time a company issues a guarantee, the company must
recognize an initial liability for the fair value, or market value, of the obligations it assumes under that guarantee
and must disclose that information in its interim and annual financial statements. FIN 45 is effective on a prospective
basis to guarantees issued or medified after December 31, 2002. The disclosure requirements of FIN 45 are
effective for financial statements of interim or annual periods ending after December 15, 2002. The adoption of
FIN 45 did not have a significant impact on the Company’s financial position or results of operations.




In December 2002, the FASB issued SFAS 148, "Accounting for Stock-Based Compensation Transition and
Disclosure" (SFAS 148). SFAS 148 amends SFAS 123, to provide afternative methods of transition to the fair
value method of accounting for stock-based employee compensation. In addition, SFAS 148 amends the
disclosure provisions of SFAS 123. SFAS 148 does not amend SFAS 123 to require companies to account for
their employee stock-based awards using the fair value method. However, the disclosure provisions are
required for all companies with stock-based employee compensation, regardless of whether they utilize the
fair value method of accounting described in SFAS 123 or the intrinsic value method described in APB 25. The
Company adopted the disclosure provisions of SFAS 148 during the year ended February 1, 2003.

2. MARKETABLE SECURITIES:

s

Marketable securities classified as available-for-sale consist of the following:

February 1, February 2,

2003 2002
Municipal bonds, cost .......... ... ... ... $ 91,009,723 $ 40,326,250
Municipal bonds, fairvalue .............. ... 91,195,175 40,428,675
Unrealizedgan .......................... $ 185,452 $ 102,425

During the fiscal years ended February 1, 2003, February 2, 2002 and February 3, 2001, realized gains
of approximately $5,900, $500 and $5,000, respectively, were recognized on sales of the Company's
marketable securities and are included in interest income, net in the accompanying consolidated statements
of income. At February 1, 2003, approximately 26 percent of the Company’s marketable securities mature
within one year, 7 percent between one and two years and the remainder by 2032.

3. ACCRUED LIABILITIES:

Accrued liabilities consisted of the following:

February 1, February 2,
2003 2002
Allowance for estimated customer returns, gift certificates
and store creditsoutstanding .. ........ .. $ 10,136,121 $ 5,598,777
Accrued payroll, bonuses and severance costs ... ... ... 8,004,105 6,203,882
Other ... . 8,059,855 4,782,498
$ 26,200,081 $ 16,585,157

4. INCOME TAXES:

The Company’'s income tax provision consisted of the following:
Fiscal Year Ended

February 1, February 2, February 3,
2003 2002 2001
Current:
Federal . ......... .. ... .. ... ..... $ 37,399,000 $ 24,394,000 $ 15,820,000
State ......... .. 5,169,000 3,278,000 2,179,000
Deferred:
Federal ............ ... ... ........ (1,451,000) (1,603,000) (422,000)
State ...... ... ... (200,000) (213,000) (114,000)
Total income tax provision ... ... ... $ 40,917,000 $ 25,856,000 $ 17,393,000
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The reconciliation of the income tax provision based on the U.S. statutory federal income tax rate (35 percent)

to the Company's income tax provision is as follows:

Fiscal Year Ended

February 1, February 2, February 3,
2003 . 2002 2001
Tax expense at the statutoryrate .. .. .. $ 37,687,000 $ 23,815,000 $ 16,020,000
State income tax expense, net of federal
taxbenefit ... ... ... ... ... ... ... .. 3,230,000 2,041,000 1,369,000
Other ... ... ... ... .. ... ........ — — 4,000
Total income tax provision . ........ & 40,917,000 $ 25,856,000 - & 17,393,000

Deferred tax assets and liabilities are recorded due to different carrying amounts for financial and income tax
reporting purpcses arising from cumulative temporary differences. These differences consist of the following

as of February 1, 2003, and February 2, 2002:

February 1, February 2,
2003 2002
Assets:
Accrued ligbilities and allowances ... ... ... $ 5,505,000 $ 2,897,000
Lease obligations . .. ......... ... ... . ..., 1,738,000 1,176,000
Inventories ....... ... .. ... ... ... ..., .. 1,577,000 1,431,000
Other ...... ... .. ... ... . . 860,000 207,000
9,680,000 5,711,000
Liabilities:
Property and equipment ............. ... (2,463,000) (145,000)
$ 7,217,000 $ 5,566,000

5. LONG-TERM DEBT AND DEFERRED LIABILITIES:

Debt and deferred liabilities consisted of the following:

February 1, February 2,
2003 2002

Lineofcredit. ........... ... ... ... ... ..... $ — $ —
Mortgagenote . ........ ... ... ... .. ... . ... .. — 5,155,500
Deferredrent ... ... ... .. ... ... ... . . ... . ..., 4,574,666 3,095,635
Deferred compensation. .. ........... .. .. .. ... 2,147,407 —
Total debt and deferred liabiiities. . . ..... ... .. 6,722,073 8,251,135
Lesscurrentportion .. ..................... (171,217) (306,876)

$ 6,550,856 $ 7,944,259



During the fiscal year ended February 3, 2001, the Company entered into a two-year unsecured revolving
credit facility (the Credit Facility), whereby the Company was able to borrow up to $25 milion. The Credit
Facility consisted of a $10 milion line of credit and $15 million in reserves for letters of credit (see Note 6). During
the fiscal year ended February 2, 2002, the Company amended the Credit Facility, to (i) increase the reserve
for letters of credit from $15 million to $20 miilion and lower the line of credit from $10 million to $5 miillion and
(i) extend the Mortgage Note through February 2012, as more fully described below. In September 2002, the
Company entered into a replacement unsecured revolving credit facility replacing the existing Credit Facility,
expanding the maximum available commitment from $25 million to $45 milion, extending the maturity to June
2005 and increasing the letter of credit sublimit of the facility to $35 million. All borrowings under the Credit
Facility bear interest at the LIBOR rate, plus an additional amount ranging from 0.80 percent to 2.90 percent
adjusted quarterly based on the Company’s performance per annum (a combined 2.14 percent at February 1,
2003). The Company is also required to pay, quarterly in arrears, a commitment fee of 0.10 percent per annum
on the average daily unused portion of the Line. There are noc compensating balance reguirements associated
with the Credit Facility.

The Credit Facility contains certain restrictions regarding additional indebtedness, business operations, liens,
guaranties, transfers and sales of assets, and transactions with subsidiaries or affiiates. In addition, the Company
must comply with certain quarterly restrictions (based on a roling four-quarters basis) regarding net worth,
leverage ratio, fixed charge coverage and current ratio requirements. The Company was in compliance with
all covenants at February 1, 2003.

The Mortgage Note was financed with a bank, initially bearing interest at the bank's prime rate plus 0.5 percent.
During the fiscal year ended February 3, 2001, in connection with the closing of the Credit Facility, the Company
amended the Mortgage Note to provide that the existing indebtedness would bear interest under the same
provision as that in the Credit Facility and the restrictive covenants would be modified to be the same as those
in the Credit Facility. The Mortgage Note was secured by a first priority mortgage on land, land improvements
and certain building and equipment. During December 2001, the Company amended the Mortgage Note to
extend the balloon payment due date from 2003 to February 2012, The monthly payments were increased
from $6,000 principal plus interest to $11,083 principal plus interest, beginning February 2002. Monthly principal
payments thereafter increase annually by 6 percent each February through 2011, In December 2002, the
Company repaid the outstanding balance on the Mortgage Note of $5,049,862.

Deferred rent represents the difference between actual operating lease obligations due and operating lease
expense, which is recorded by the Company on a straight-line basis over the terms of its leases.

Deferred compensation represents the deferred compensation liabllity payable to participants of the Chico’s
FAS, Inc. Deferred Compensation Plan (the "Deferred Plan"). See Note 8.

6. COMMITMENTS AND CONTINGENCIES:

The Company leases retail store space and various office equipment under operating leases expiring in various
years through the fiscal year ending 2013. Certain of the leases provide that the Company may cancel the lease
if the Company's retail sales at that location fall below an established level, while certain leases provide for
additional rent payments to be made when sales exceed a base amount. Certain operating leases provide
for renewal options for periods from three to five years at their fair rental value at the time of renewal. In the
normal course of business, operating leases are generally renewed cor replaced by other leases.
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Minimum future rental payments under noncancellable operating leases (including leases with certain minimum
sales cancellation clauses described below and exclusive of common area maintenance charges and/or
contingent rental payments based on sales) as of February 1, 2003, are approximately as follows:

Fiscal Year Ending Amount

January 31,2004 . ..... .. ... ... $ 33,279,000
January 29,2005 . ....... .. ... .. 33,679,000
January 28,2006 ............... 31,373,000
February 3,2007 ............... 28,716,000
February 2,2008 ............... 24,691,000
Thereafter ..................... 65,439,000

$.217,177,000

As mentioned previously, a majority of the Company’s new store operating leases contain cancellation clauses
that allow the leases to be terminated at the Company’s discretion, if certain minimum sales levels are not met
within the first few years of the lease term. The Company has not historically exercised many of these cancellation
clauses and, therefore, has included the full lease terms of such leases in the above table. For the fiscal years
ended February 1, 2003, February 2, 2002, and February 3, 2001, total rent expense under the Company's
operating leases was approximately $42,204,000, $30,818,000 and $21,185,000, respectively, including
common area maintenance charges of approximately $5,206,000, $3,560,000 and $2,511,000, respectively,
other rental charges of approximately $5,014,000, $3,406,000 and $2,473,000, respectively, and contingent
rental expense of approximately $3,970,000, $3,431,000 and $2,437,000, respectively, based on sales.

At February 1, 2003, the Company had approximately $22,766,000 in commercial letters of credit outstanding
(see Note 5), which had arisen in the normal course of business due to foreign purchase commitments.

The Company was named as defendant in a suit fled in September 2001 in the Superior Court for the State of
California for the County of Orange. This suit, Carmen Davis vs. Chico's FAS, Inc., was filed by the plaintiff, seeking
to represent all other Company assistant store managers, sales associates and hourly employees in Califormia from
September 21, 1997 to the present. The Company responded by seeking to dismiss the complaint and strike
selected claims in order to efther eliminate the litigation or gain greater clarity as to the basis for the plaintiff's action.
In response, the plaintiff fled an amended complaint on February 15, 2002, which differs in a number of material
respects from the original complaint. The amended complaint alleged that the Company falled to pay overtime
wages and failed to provide rest breaks and meal periods. The action sought "class action" status and sought
unspecified monetary damages. Following preliminary settlement discussions, the parties attended a mediation on
October 14, 2002, at which the parties reached a settlement on a class-wide basis. The settlement provides for a
commoen fund out of which settlerment awards to class members and the costs of the settlerment will be paid. The
parties prepared a settiement agreement, which was lodged with the Court. The settlement agreement states that
the settlement is not an admission of liability and that the Company continues to deny liability for any of plantiff's
claims. Subsequent to year end, the Court heard the plaintiffs motion for preiminary approval of the settlement.
The Court granted the motion and ordered that the parties give notice of the settlement to the class members.
Once notice is given, class members will have sixty days to file claim forms te participate in the settlement or to
file exclusion forms to opt out of the settlement. On September 16, 2003, the Court will hold a settlement faimess
hearing for the purpose of determining whether to give final approval to the settlement. i final gpproval is given,
and no appeals challenging the settlement are filed, the Company wil pay the settlement sums to class members
who have filed valid claims and also will pay amounts owing for attomey’s fees, costs and other expenses of the
settlement. The settlement provides for a release of all covered claims by class members who do not opt out of
the settlement. The Company does not believe the cutcome of this will have a material impact on the Company’s
results of operations or financial condition.

Chico’s is not a party to any other legal proceedings, other than various claims and lawsuits arising in the
normal course of the Company’s business, none of which the Company believes should have a material
adverse effect on its financial condition or results of operations.




7. STOCK OPTION PLANS AND CAPITAL STOCK TRANSACTIONS:
1992 STOCK OPTION PLAN

During fiscal year 1892, the Board approved a stock option plan (the 1992 Plan), which reserved approximately
1,210,000 shares of common stock for future issuance under the 1992 Plan to eligble employees of the
Company. The per share exercise price of each stock option is not less than the fair market value of the stock
on the date of grant or, in the case of an employee owning more than 10 percent of the outstanding stock of
the Company and to the extent incentive stock options, as opposed to nonqualified stock options, are issued,
the price is not less than 110 percent of such fair market value. Also, the aggregate fair market value of the stock
with respect to which incentive stock options are exercisable for the first time by an employee in any calendar
year may not exceed $100,000. Options granted under the terms of the 1992 Plan generally vest evenly over
three years and have a 10-year term. As of February 1, 2003, approximately 13,000 nonqualified options are
outstanding under the 1992 Plan.

1993 STOCK OPTION PLAN

During fiscal year 1993, the Board approved a stock option plan, as amended in fiscal 1999 (the 1993 Plan),
which reserved approximately 7,010,000 shares of common stock for future issuance under the 1993 Plan to
eligible employees of the Company. The terms of the 1993 Plan are essentially the same as the 1992 Plan. As
of February 1, 2003, approximately 3,945,000 nongualified options are outstanding under the 1893 Plan.

INDEPENDENT DIRECTORS’ PLAN

In October 1998, the Board approved a stock option plan (the Independent Directors’ Plan), which reserved
1,257,500 shares of common stock for future issuance to eligible independent directors of the Company.
Options granted under the terms of the Independent Directors’ Plan and these individual grants vest after six
months and have a 10-year term. As of February 1, 2003, 402,500 shares had been granted under the
Independent Directors’ Plan. Since 1993 and prior to adoption of the Independent Directors’ Plan, four
independent directors of the Company had been granted a total of 851,000 nongualified options through
individual grants at exercise prices ranging from $0.93 to $1.42. Subsequent to the adoption of the
Independent Directors’ Plan, three independent directors of the Company were granted 135,000 nongualified
stock options through individual grants at exercise prices of $4.29 per share. As of February 1, 2003,
approximately 534,000 of these individual grant nonqualified options and options under the Independent
Directors’ Plan are outstanding.

OMNIBUS STOCK AND INCENTIVE PLAN

In April 2002, the Board approved the Chico’s FAS, Inc. Omnibus Stock and Incentive Plan (the Omnibus Plan),
which reserved 4,862,640 shares of common stock for future issuance to eligible employees and directors of
the Company. The Omnibus Plan provides for awards of nonqualified stock options, incentive stock options,
restricted stock awards and restricted stock units. No new grants will be made under the Company's existing
1892 Plan, 1993 Plan or Independent Directors’ Plan, and such existing plans will remain in effect only for purposes
of administering options that were outstanding thereunder on the date the Omnibus Plan was approved by the
Company's stockholders. As of February 1, 2003, approximately 520,000 nongualified options are outstanding
under the Omnibus Plan.
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EXECUTIVE OFFICERS’ SUPPLEMENTARY STOCK OPTION PROGRAM

During the fiscal year ended February 3, 2001, the Board approved an executive officers’ supplementary stock
option program (the Executive Officers’ Program), which reserved 375,000 shares of common stock for future
issuance to eligible executive officers of the Company. Options granted under the terms of the Executive
Officers’ Program vest after three years and have a 10-year term. As of February 1, 2003, alt 375,000 shares
have been granted under the Executive Officers’ Program at exercise prices ranging from $3.40 to $5.10. Of
the 375,000 shares granted, 45,000 shares were granted at exercise prices below fair market value. The
granting of these shares resutted in stock compensation expense of approximately $45,000 and $70,000 in the
accompanying consolidated financial statements for the fiscal years ended February 2, 2002, and February 3,
2001, respectively. No compensation expense was recorded for the fiscal year ended February 1, 2003. At
February 1, 2003, there were no options outstanding under the Executive Officers’ Program.

AGGREGATE STOCK OPTION ACTIVITY
As of February 1, 2003, 5,011,600 nongualified options are outstanding at a weighted average exercise price
of $8.75 per share, and 4,342,840 remain available for future grants. Of the options outstanding, 2,275,095

options are exercisable.

Stock option activity for the fiscal years ended February 1, 2003, February 2, 2002, and February 3, 2001, was
as follows:

Fiscal Year Ended

February 2, 2002 February 3, 2001
Weighted- Weighted
Number Average Number Average
of Exercise of Exercise
Options Price Options Price

8,712,158 $ 2.40 7,721,812 $ 114
1,927,000 8.84 2,700,000 5.02
(2,579,780) 2.21 (1,586,044) 0.76

Outstanding, beginning of period .
Granted ........... ... . ...
Exercised ............. ... ..

Canceled orexpired ......... : (808,152) 7.07 (123,610) 2.09
Outstanding, end of period . . .. 7,251,226 3.66 8,712,158 2.40
Options exercisable, end of period 4,167,688 1.64. 5,004,298 1.15

The following table summarizes information about stock options as of February 1, 2003:

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Ranges of Number Contractual Exercise Number Exercise
Exercise Prices Outstanding Life (Years) Price Exercisable Price
$0.36 - $2.49 495,828 3.58 $ 0.88 495,828 $ 088
$2.50 - $4.99 1,358,006 6.96 3.08 988,001 3.12
$5.00 - $9.99 1,369,500 8.04 8.27 339,500 8.16
$10.00 - $21.42 1,788,266 9.08 15.61 451,766 15.64
5,011,600 8.56 8.75 2,275,085 587




EMPLOYEE STOCK PURCHASE PLAN

The Company has a noncompensatory employee stock purchase plan (ESPP) under which substantially all
fulltime employees are given the right to purchase up to 800 shares of the common stock of the Company
two times a year at a price equal to 85 percent of the vaiue of the stock immediately prior to the beginning
of each exercise period. During the fiscal years ended February 1, 2003, February 2, 2002, and February 3,
2001, approximately 48,000, 260,000 and 82,000 shares, respectively, were purchased under the ESPP. The
Company recognized no compensation expense for the issuance of these shares.

SFAS NO. 123, "ACCOUNTING FOR STOCK-BASED COMPENSATION"

The Company accounts for its stock-based compensation plans under APB 25 and, accordingly, does not
recognize compensation expense based on the fair value method of accounting as provided under SFAS
123. If the Company had elected to recognize compensation cost based on the fair value of all options granted
beginning in fiscal year 1995, net income would have been reduced to the proforma amounts indicated in the
table below.

For proforma disclosure purposes, the fair value of each option granted has been estimated as of the grant
date using the Black-Scholes option pricing model with the following weighted average assumptions: risk-free
interest rate of 4.8, 5.1 and 6.3 percent for the fiscal years ended February 1, 2003, February 2, 2002, and
February 3, 2001, respectively, expected life of seven years, no expected dividends, and expected volatility of
68, 73 and 74 percent for the fiscal years ended February 1, 2003, February 2, 2002, and February 3, 2001,
respectively. The weighted average fair value of options granted during the fiscal years ended February 1,
2003, February 2, 2002, and February 3, 2001, was $11.63, $8.84 and $4.09, respectively. Options granted
under the 1992 Plan and 1993 Plan generally vest ratably over three years. All other options were either
exercisable generally after six months or vested ratably over three years. The term of all options granted is

10 years.

Fiscal Year Ended

February 2, February 3,
2002 2001

Net income:

Asreported ... ... $ 42,187,031 $ 28,378,619

Proforma ........... .. ... . ... 37,372,941 26,382,313
Net income per common share - basic: '

Asreported ........ . ... . ... $ 0.52 3 0.36

Proforma ....... ... .. . ... .. .. ... 0.47 0.34
Net income per common and common

equivalent share —diluted: . .................
Asreported ........... .. ... e $ 0.50 $ 0.35
Proforma .. ........ ... ... .. ... . ... 0.45 0.32
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8. RETIREMENT PLANS:

The Company has a 401(k) defined contribution employee benefit plan (the Plan) covering substantially all
employees. Employees' rights to Company-contributed benefits vest over two to six years of service, as
specified in the Plan. Under the Plan, employees may contribute up to 20 percent of their annual compensation,
subject to certain statutory limitations. The Company has elected to match employee contributions at 33 1/3
percent on the first 6 percent of the employees' contributions and can elect to make additionat contributions
over and above the mandatory match. Effective January 1, 2003, the Plan has been amended for the
Company to match employee contributions at 50 percent on the first 6 percent of the employees’ contributions.
For the fiscal years ended February 1, 2003, February 2, 2002, and February 3, 2001, the Company’s costs under
the Plan were approximately $935,000, $425,000 and $283,000, respectively.

in April 2002, the Company adopted the Chico’s FAS, Inc. Deferred Compensation Plan (the "Deferred Plan”)
1o provide supplemental retirement income benefits for a select group of management employees. Eligible
participants may elect to defer up to 80 percent of their salary and 100 percent of their bonuses pursuant to
the terms and conditions of the Deferred Plan. The Deferred Plan generally provides for payments upon
retirement, death or termination of employment. In addition, the Company may make employer contributions
to participants under the Deferred Plan. To date, no Company contributions have been made under the
Deferred Plan. The amount of the deferred compensation liability payable to the participants is included in
"deferred liabilities" on the consolidated balance sheet. A portion of these obligations are funded through the
establishment of trust accounts held by the Company on behalf of the management group participating in
the plan. The trust accounts are reflected in "other assets” in the accompanying consclidated balance sheet.




8. QUARTERLY RESULTS OF OPERATIONS (Unaudited):

Net Income
Per Common
and Common

Equivalent Share -
Diluted __

Net Income
Per Common
Share -
Sales ______Income _____Basic

Fiscal year ended

February 2, 2002:

First quarter. . . . .. 93,233,012 56,291,716 $ 12,379,128 0.16 0.15
Second guarter. . . 89,492,217 53,684,549 11,090,613 014 013
Third quarter . . . .. 93,978,124 55,542,287 8,899,660 011 0.11
Fourth quarter. ... 101,381,887 58,629,209 9,817,630 012 012
Fiscal year ended
February 3, 200t1:
First quarter. . . . .. 56,692,814 33,928,820 $ 7,475,922 010 0.09
Second guarter. . . 60,638,316 34,994,364 7,377,426 0.09 0.02
Third quarter . . . .. 68,990,473 40,669,142 7,820,096 010 0.09
Fourth quarter. . . . 73,124,293 41,182,993 5705175 0.07

0.07
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the freshest new face in fashion...

FP3AZL0O

Chico’s has certainly capitalized on an underserved demographic group (35 to 55) in the
marketplace. Pazo is ready to do the same for the fashion conscious 25 to 40 year old.
As of April 2003, ten Pazo stores have opened in some of the best specialty retail
centers in the U.S. The store design is an exciting blend of sleekly finished beechwood
fixtures with plasma screens displaying Pazo's European inspired fashions. Customers will
experience reverse sticker shock when they see the surprisingly low prices. The Pazo
combination of exclusive fashion forward designs, sparkling presentation with terrific
pricing should add sales and profits to Chico’s FAS in the future.
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Chico’s FAS, Inc.

_ 11215 Metro Parkway

T Fort Myers; Florida 33912
- p. 239.277.6200
'f.239.277.5237

1.888.855.4986
www.chicos.coml




