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=, Statement of Income Data:
KU»@: Net Sales $ 768,499 $ 531,108 $ 378,085 $ 259,446 $ 155,002
B Income fram Operations 160,774 108,793 67,636 45,363 24,806
[g Net Income 100,230 66,753 42,187 28,373 15,483
) Basic Earnings Per Share 1.18 0.80 0.52 0.36 0.20
ﬁ Diluted Earnings Per Share " 1.14 0.78 0.60 0.35 0.19
]
Balance Shest and Cperating Data:
Total Assets $ 470,854 $ 301,544 $ 186,385 $ 117,807 $ 70,318
Long-Term Debt — — 5,022 5,150 8,222
Other Noncurrent Liabilities 24,437 6,551 2,922 2,008 1,817
Stockholders’ Equity 374,835 240,133 143,495 85,321 52,641
# of Stores (at end of period):
Company-owned 545 366 _ 300 239 191
Franchised 12 12 11 11 8
Total 557 378 311 250 200

™ 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 and the 3 for 2 stock split payabie in May 2001.
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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.

Eresutive Overview

Chico’s FAS, Inc. (together with its subsidiaries, the "Company") is a specialty retailer of exclusively designed, private label,
sophisticated, casualto-dressy clathing, complementary accesscries, and other non-clothing gift items under the Chico's and White
House | Black Market brand names.

The Chico’s brand, which began operations in 1983, 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. The White House | Black Market brand, which
was acquired by the Company in September 2003 as a result of the acquisition of The White House, Inc., targets middle-to-upper
income, youthful women between the ages of 25 and 45. The styling is contemporary, feminine and unique, assorted primarily in
the classic and timeless colors of white and black and related shades.

The Company earns revenues and generates cash through the sale of merchandise in its retail stores, to its franchisees, and through
its call center, which handles sales related to the Company's catalog and online operations.

Since the Company opened its first Chico's store in 1983 principally selling folk art, its retail store system, now selling principally
women's apparel, has grown to 559 stores as of March 31, 2004, of which 426 are Company-owned Chico’s stores, 12 are Chico's
franchised stores and 121 are White House | Black Market stores. During the fiscal year ended January 371, 2004, the Company
decided to discontinue its 10-store Pazo test, converting one of these stores to the Chico's concept, converting 5 of these stores
in the first quarter of fiscal 2004 to the White House | Black Market concept, scheduling 3 of these stores to be converted later in
2004 to the new intimate apparel brand concept that the Company is testing, Soma by Chico’s, and closing one of these stores in
the first quarter of fiscal 2004 as well.

Over the period from January 31, 1993 through January 31, 2004, the Company has opened 295 new Company-owned stores
{including 7 new White House | Black Market stores in fiscal 2003 since acquiring the chain in September 2003), and acquired two
stores from franchisees, and one franchisee has opened five new franchised stores. Of the new Company-owned stores, 74 were
opened in fiscal 2003 (year ended January 31, 2004}, 66 were opened in fiscal 2002, 64 were opened in fiscal 2001, 51 were
opened in fiscal 2000, and 40 were apened in fiscal 1989. During this same time period, the Company closed 13 Company-owned
stores and no franchised stores were closed.

The Company expects to open between 85 and 85 net new stores during fiscal year 2004. Of this total, approximately 40-45 are
expected to be Chico’s stores, approximately 35-40 are expected to be White House | Black Market stores, and approximately 10
are expected to comprise the test for the new Soma by Chico’s concept store. In addition, the Company is evaluating certain existing
Company-owned store locations, including stores with leases coming up for renewal, and is considering the passibility of closing
between 6 and 8 existing Company-owned stores in fiscal 2004,

In September 2003, the Company acquired The White House, Inc., and its concept, White House | Black Market, for approximately
$93 million, of which approximately $88 million consisted of cash consideration (net of cash acquired) and the balance consisted of
the Company’'s common stock. The White House, Inc. was a privately held retailer, which owned 107 stores in 30 states,
Puerto Rico, and the US Virgin Islands, on the closing date of the acquisition. The Company remains guite positive about the
acquisition and believes that the acquisition will strengthen its position in the specialty retail market and will contribute to the
Company's overall growth strategy.
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In addition to the acquisition of The White House, the Company announced its plan to open 10 test concept stores during fiscal 2004
under its new intimate apparel concept, Soma by Chico's. The Company believes that the intimate apparel market could offer the
Company another vehicle to reach the Chico’s customer and to further leverage the Chica's brand.

Factors that will be critical to determining the Company’s future success include, among others, managing the overall growth strategy,
including the ability to open and operate stores effectively, maximizing efficiencies in the merchandising, product development and
sourcing processes, maintaining high standards for customer service and assistance, maintaining the newness, fit and comfort in its
merchandise offerings, and generating cash to fund the Company's expansion needs. In order to monitor the Company's success in
regards to these critical success factors, the Company's senior management monitors certain key performance indicators, including:

e Comparable same store sales growth - In fiscal 2003, the Company’'s comparable store sales growth (sales from stores open
for at least twelve full months, including stores that have been expanded or relacated within the same general market) reached
18.1%. This increase represents the seventh consecutive year in which the Company has experienced double-digit comparable
store sales growth. Management believes that this is a positive indication of the Company’s ability to manage its expansion and
its ability to open and cperate stores effectively. Maintaining comparable same store sales growth over an extended period of
time into the future can be impacted by saturation, customer receptiveness to new product offerings and price elasticity, among
other factars. In late fiscal 2004, White House | Black Market stores will enter into the comparable store base. The ability of
the Company to maintain strong comparable same store sales increases within the White House | Black Market stores will be
important to the ability of the Company to continue its comparable same store sales growth.

* Positive operating cash flow - In fiscal 2003, the Company generated $145 million of cash flow from operations compared with
$108 million in fiscal 2002, which represents an increase of 33.6%. The Company believes a key strength of its business is
the historical ability to consistently generate cash. In addition to supporting the general operating needs of the Company, the
Company uses cash generated from operations to fund capital expenditures related to new store openings, to fund the
implementation of state of the art information systems which will help support the future growth of the Company, and to fund
strategic acquisitions. Although the Company used approximately $88 million of cash to complete the acquisition of The White
House, Inc. in 2003 and approximately $52 million of cash to fund store growth and to complete the implementation of new
information systems, the Company’s cash and marketable securities balances as of the end of fiscal 2003 still increased over

the balances as of the end of fiscal 2002. Cash flow can be negatively impacted by a slow down in sales,

higher costs of goods sold as a percentage of sales and increased selling, general and administrative
expenses as a percentage of sales. See further discussion of the Company's cash flows in the Liguidity and

Capital Resources section.

* Passport Club - Management believes that a significant indicator of the Company's emphasis on
personalized customer service is the growth of its loyalty program, the "Passport Club." The Passport Club
features discounts and other special promations for its members. Preliminary members may join the
Passport Club at no cost and upon spending $500, customers automatically become permanent members
and are entitled to a lifetime 5% discount and other benefits. During fiscal 2003, the Company added
300,000 permanent Passport Club members and 800,000 preliminary Passport Club members. In fisca
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2003, permanent Passport Club members accounted for approximately 74% of overall sales, about the
same as in fiscal 2002. Although the Company has tended to experience a more significant drop off in
sales to Passport Club members as a group in the second year of their membership, the sales to such
members in the aggregate tend to level out in subsequent years. The Company believes that the growth
of its Passport Club indicates that the Company is stili generating strong interest from new customers,
many of whom tend to become long term loyal customers due in large part to the Company’s commitment
to personalized customer service.

e (Quality of merchandise offerings - To monitor and maintain the acceptance of its merchandise offerings,
the Company monitors sell-through levels, inventory turns, gross margins and markdown rates on a classification and style level.
Although the Company does not disclose these statistics for competitive reasons, these reviews help identify comfort, fit and
newness issues at an early date and help the Company plan future product development and buying.

In fiscal year 2003, the Company reported net sales, operating income and net income of $768 million, $161 million and $100 million,
respectively, up 44.7%, 50.5% and 50.1%, from the prior fiscal year. Net sales for fiscal year 2003 included approximately 5 months
of sales from the newly acquired White House | Black Market concept, as well as the results of the Company’s now discontinued Pazo
store concept. The Company's gross margin increased ta 61.3% in fiscal 2003 from 60.5% in fiscal 2002. The increases in
operating income and net income benefited significantly from the leverage associated with the Company's fiscal 2003 comparable store
sales increase of 16.1%. Sales and profitability trends are further discussed in the Results of Operations section.

Results of Operations
Net Sales
The following table shows net sales by Company-owned stores, net sales by catalog and Internet and net sales to franchisees in

absolute dollars and as a percentage of total net sales for the fiscal years ended January 31, 2004 (fiscal 2003 or “current period),
February 1, 2003 (fiscal 2002 or “prior period”) and February 2, 2002 (fiscal 2001) (amounts in thousands):

Fiseal 2003 % Fiscal 2002 % Fizcal 2009 Yo
Net sales by Company stores $ 737,918 96.0% $ 508,482 95.8% $ 362,443 95.9%
Net sales by catalog and Internet 22,780 3.0 16,070 3.0 10,203 2.7
Net sales to franchisees 7,801 1.0 6,546 1.2 5,439 1.4
Net sales 768,488 1000 531,108 100.0 378,085 100.0

Net sales by Company-owned stores have increased over the past three years primarily due to new store openings, as well as the
current trend of double-digit increases in the Company's comparable store net sales (including stores within the comparable store
base that have been expanded). A summary of the factors impacting year-over-year sales increases is provided in the table below:

Fiscal 2003 Fizcal 2002 Fiscal 2C01
Comparable store sales increases $ 80,3835 $ 48,286 $ 42,087
Comparable same store sales % 16.1% 13.5% 17.1%
New store sales $ 148,491 $ 97,763 $ 68,188
Number of new stores opened, net 72 66 61




All of the net sales from White House | Black Market stores since the date of acquisition on September 5, 2003 and through
the end of fiscal 2003, and all of the net sales from the Company's now discontinued Pazo store concept during fiscal 2003 are
included in new store sales for fiscal 2003; no such sales are included in fiscal 2003 comparable store sales.

Net sales by catalog and Internet for fiscal 2003 (which only included Chico's merchandise) increased by $6.7 million, or 41.8%,
compared to net sales by :catalog and Internet for fiscal 2002. It is believed that the increase was principally attributable to the
increased page count and number of catalog mailings and additional television spots in the current period versus the prior period.

Net sales to franchisees for the current period increased by $1.3 million, or 19.2%, 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 existing franchisees and,
to a lesser degree, the opening of a new franchise location by an existing franchisee.

Cost of Goods Sold/Gross Profit

The following table shows cost of goods sold and gross profit in absolute dollars and the related gross profit percentages for fiscal
2003, 2002 and 2001 (amounts in thousands):

Cost of gooeds sold $ 297,477 $ 209,770 $ 153,937
Gross profit $ 471,022 $ 321,338 $ 224,148
Gross profit percentage B61.3% 60.5% 59.3%

The increase in the gross profit percentage from fiscal 2002 to fiscal 2003 primarily resulted from operating efficiencies related to
the Company's new distribution center near Atlanta, Georgia (which costs are included in the Company’s cost of goods sold). To a
lesser extent, the improvement in the gross profit percentage was from improved margins at the Chico’s frontline and outlet stores
(which improvement resulted from improved initial merchandise markups on new products in the current period versus the prior

~ period offset, in part, by increased markdowns in the current period as a percent of net sales) and, to a lesser degree, from

decreased shrinkage and related costs. These improvements in the gross profit percentage were also offset, in part, by
White House | Black Market and Pazo sales, which in fiscal 2003 carried a lower gross profit percentage than the Company as a
whole. In fiscal 2004, the gross profit percentage should not be materially impacted by Pazo, with any sales being limited to final
close out sales in a few remaining stores in the first few months of the year. The Company anticipates achieving some improvement
in the gross profit percentage in White House | Black Market sales in fiscal 2004, but also expects that such gross profit percentage
will remain lower than the gross profit percentage at Chico’s Company-owned stores. In addition, the Company anticipates that during
the test period for the Soma by Chico'’s brand, gross profit percentages for this new brand will be significantly lower and may remain
somewhat lower even if, and when, the Company decides the test is a success and begins a more extensive store roll out.

The increase in the gross profit percentage from fiscal 2001 to fiscal 2002 primarily resulted from improved initial merchandise markups
on new products, and a significant improverment in the gross profit percentage experienced in the Company's outlet division. To a lesser
degree, this increase in gross profit percentage resulted 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 over the past two years, 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 outlet net sales as a percent of net sales in the prior year and the increase in gross profit
percentage in this division results primarily from the change in outlet strategy implemented by the Company in
fiscal 2001.

General, Administrative and Store Operating Expenses

The following table shows general, administrative and store operating expenses in absolute dollars and as a
percentage of total net sales for fiscal 2003, 2002 and 2001 [amounts in thousands):

Fiecs] 2009 Focal 2002 Eloee] 2809
General, administrative and store operating expenses $ 289,118 $ 199,495 $ 148,611
Percentage of total net sales 37.6% 37.6% 38.8%

General, administrative and store operating expenses increased $83.6 million in fiscal 2003 compared to fiscal 2002, but remained
constant as a percent of total net sales. The increase in absolute dollars was, for the most part, the result of increases in Chico's
store operating expenses, including associate compensation, occupancy and other costs associated with additional store openings,
the acquisition of the White House | Black Market stores and, to a lesser degree, an increase in marketing expenses and other general
corporate infrastructure costs to support the Company's rapid growth. However, general, administrative and store operating expenses
as a percentage of net sales decreased compared to fiscal 2002 due to decreases in Chico’s store associate compensation and store
occupancy costs as a percentage of net sales and by leverage associated with the Company’s fiscal 2003 comparable store sales
increase of 18.1%. These decreases were offset by the effect of the Pazo test concept stores, including approximately $3.2 million
of store closing costs associated with the conclusion of the Pazo test concept (including a $2.9 million fixed asset impairment charge),
and The White House acquisition, which operates with considerably higher store operating expenses as & percent of net sales
compared to Chico’s. The Company expects to improve store operating expenses in the White House | Black Market division as a

percent of net sales in fiscal 2004 and thereafter, but remains uncertain as to the extent, if any, and, if so, when, such improvements
can be achieved.

General, administrative and store operating expenses increased $52.9 million in fiscal 2002 compared to fiscal 2001, but decreased
as a percent of total net sales from 38.8% in fiscal 2001 to 37.6% in fiscal 2002. The absolute dollar 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 additionat 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 net sales, and to a lesser degree, to leverage associated with the Company's fiscal 2002
comparable store sales increase of 13.5%.

Provision for Income Taxes

The income tax provision represents an effective tax rate of 38% for all periods presented and the Company anticipates this will
remain consistent in fiscal 2004.




Net Income

The following table shows net income in absolute dollars and as a percentage of total net sales for fiscal 2003, 2002 and 2001
(amounts in thousands]):

Fiscal 2008  [Fiscal 2002  Fiscal 2001
Net income $ 100,230 $ 68,759 $ 42,187
Percentage of total net sales 13.0% 12.6% 11.2%

Camparakle Company Store Net Sales

Comparable Company store net sales increased by 16.1% in the 52 weeks ended January 31, 2004 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 twelve full months, including stores that have been
expanded or relocated within the same general market area (approximately five miles).

The comparable store percentage reported above includes 42 stores that were expanded or relocated within the last two fiscal years
by an average of 947 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 14.8% for fiscal 2003
{versus 1B.1% 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 comparable store percentages reported above
do not include any of the White House | Black Market stores. These stores are treated by the Company as new stores acquired in
fiscal 2003 and will not be included in the comparable store computation until they have been under the ownership of the Company
for at least twelve full momnths.

The Company believes that the increase in comparable Company stare 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 customen.
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. In addition, the Company believes that the increase in comparable store sales was also fueled by a coordinated
marketing plan, which includes national and regional 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 frequent shopper club. To a lesser
degree, the Company believes the increase was due to continued store-level training efforts associated with ongoing training programs.

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

1/31/04 2/71/03 2/2/02 2/3/01 1/29/00
Bull Year 18.9% 13.5% 17.1% 34.3% 23.8%
First Quarter 7.8% 13.2% 27.7% 30.9% 22.6%
Second Quarter 14.6% 11.6% 17.4% 34.3% 17.2%
Third Quarter 20.9% 18.2% 7.0% 39.1% 26.9%

Fourth Quarter 20.5% 11.0% 17.9% 32.2% 26.5%




Liquidity and Gapital Resocurces
Overview

The Company's primary ongoing capital requirements are for funding capital expenditures for new, expanded,
relocated and remodeled stores and increased merchandise inventories. Also, during fiscal 2003, the
Company experienced the need for capital to address the conversion of the Company's foarmer distribution
center into office space and the acquisition, installation and roll out of new software packages. The Company

funded its acquisition of The White House with existing cash balances, the sale of certain marketable securities
and the issuance of approximately 151,000 shares of the Company's common stock. The following table shows the Company’s
capital resources at the end of fiscal year 2003 and 2002 (amounts in thousands):

Fizcal 2003 Fiscal 2002
Cash and cash equivalents $ 15,678 $ 8,753
Marketable securities 104,453 91,195
Working capital 125,991 105,570

Working capital increased from fiscal 2002 to fiscal 2003 primarily due to the Company's ability to generate significant cash from
operating activities to more than satisfy the Company’s investment in capital expenditures, as well as to fund the Company's
acquisition of The White House. The significant components of the Company’s working capital are cash and cash equivalents,
marketable securities and inventories, reduced by accounts payable and accrued liabilities.

Based on past performance and current expectations, the Company believes that its cash and cash equivalents, marketable securities
and cash generated from operations will satisfy the Company's working capital needs, capital expenditures {see "New Store Openings"
discussed below), commitments and other liquidity requirements associated with the Company's operations through at least the next
12 months.

Operating Activities
Net cash provided by operating activities was $145.4 million and $108.8 million for fiscal 2003 and 2002, respectively. The cash
provided by operating activities for both periods was due to the Company's net income adjusted for non-cash charges and changes

in working capital such as:

* Depreciation and amortization expense;
* Normal fluctuations in accounts receivable, inventories, prepaid and other current assets, accounts payable and accrued liabilities.

Significant adjustments to net income for fiscal 2003 included:

* A non-cash tax benefit of $15.1 million related to the exercise of employee stock options; and
* A non-cash charge of $2.8 million associated with the impairment of assets related to the Pazo store closings.

Significant adjustments to net income for fiscal 2002 included:
¢ A non-cash tax benefit of $22.6 million related to the exercise of employee stock options; and

* An increase of $16.0 million and $3.0 million in inventories and accounts payable, respectively, resulting from the
Company’s strong sales and the Company's planned increase of inventory levels to support the Company's growth.




Investing Activities

Net cash used in investing activities was $153.3 million and $115.4 million for fiscal 2003 and 2002, respectively. Net cash used
in investing activities was significantly impacted in fiscal 2003 by the acquisition of The White House. The cash paid for the acquisition
of The White House was approximately $87.6 million (net of cash acquired of $1.3 million).

The Company's investment in capital expenditures during fiscal 2003 [excluding The White House acquisition) primarily related to the
planning and opening of new, relocated, remodeled and expanded Chico’s, Pazo and White House | Black Market stores ($34.8
million), the continued acquisition and ongoing installation costs associated with new software packages ($5.4 million], the conversion
of the former distribution center into office space ($5.2 million) and other miscellaneous capital expenditures ($6.3 million}. Capital
expenditures decreased by $12.4 million from fiscal 2002 to fiscal 2003, primarily as a result of decreased investments in new
software packages during the current year of approximately $5.0 million and an $8.0 million reduction in costs associated with the
equipping of the Company’s new distribution center in Georgia, offset in part by amounts used to fund the conversion of the Company’s
former distribution center in fiscal 2003 compared to fiscal 2002.

The Company invested $13.4 million, net, in marketable securities in the current year. In the prior year, the Company invested $50.7
million in marketable securities. The $37.3 million year-over-year decrease in net marketable securities was, for the most part, the
result of the sale of certain marketable securities to fund the acquisition of The White House.

Financing Activities

Net cash provided by financing activities was $14.9 million and $2.0 million in fiscal 2003 and 2002, respectively. The Company
received proceeds in bath fiscal 2003 and 2002 from the issuance of common stock related to current and former employee option
exercises and employee participation in its employee stock purchase plan. In fiscal 2002, the Company repaid the remaining balance
of its mortgage of $5.2 million.

During fiscal 2003, sixteen of the Company's twenty-five officers and three of its four independent directors exercised an aggregate
of 1,848,664 stock options at prices ranging from $0.9307 to $18.505 and several employees and farmer emplayees exercised
an aggregate of 100,237 options at prices ranging from $0.361 to $18.505. Also, during this period, the Company sold 30,340
and 25,153 shares of cammon stock during the March and September offering periods under its employee stock purchase plan at
prices of $15.36 and $27.62, respectively. The proceeds from these issuances of stock, exclusive of the tax benefit realized by the
Company, amounted to approximately $15.2 million.

Wew Stare Openings

The Company plans to open between 85 and 85 net new Company-owned stores (which includes approximately 40-45 Chico’s stores,
approximately 35-40 White House | Black Market stores and 10 Soma by Chico's stores] in fiscal 2004. The Company has also closed
its Pazo store locations and begun the process of converting most of them to the Company's cther formats. The Company believes
that the liquidity needed for its planned new store growth (including the launch of its new concept, Soma by Chica's), continuing
remodel/expansion program, continued installation of new software packages, and maintenance of proper inventory levels associated
with this growth will be funded primarily from cash flow from operations and its existing cash and marketable
securities balances, which remain strong even after taking into account the impact of using a substantial portion
of its cash and marketable securities balances to fund the acquisition of The White House. 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 facilities, 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 to increase the number of new Company-owned stores planned to be opened
in future periods.




Contractual Obligaticns
&

The following table summarizes the Company's contractual obligations at January 31, 2004 (amounts in thousands):

Less than Afeer
Tetal 1 year 1-8 years &8 years B years

Long-term debt % — B — b — $ — i —
Short-term

barrowings — — — — -
Capital lease

obligations 1,478 684 698 96 —
Operating leases 285,083 48,213 87.483 69,728 81,659
Non-cancelable

purchase

commitments 14,388 14,388 — — —
Total $ 300,949 $ 61,285 $ 88,181 $ 68,824 $ 81,659

As of January 31, 2004, the Company’s contractual obligations consisted of amounts outstanding under operating and capital leases
and non-cancelable purchase commitments. Amounts due under non-cancelable purchase commitments consist primarily of $11.8
million of letters of credit outstanding with the remainder consisting of contractual obligations related to the Company's
telecommunications and distribution infrastructure.

In September 2002, the Company entered into a replacement unsecured revolving credit facility with Bank of America, N.A.,
expanding the maximum available commitment fram $25 million to $45 million, extending the maturity to June 2005 and increasing
the letter of credit sublimit of the facility from $22 million to $35 million.

At January 31, 2004 and February 1, 2003, the Company did not have any relationship with unconsclidated entities or financial
partnerships, which other companies have established for the purpose of facilitating off-balance sheet arrangements or for other
cantractually 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.

Critical Aczounting Polisies 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.
The preparation of consolidated financial statements requires the Company to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenue 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 returns, inventories, 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 palicies 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-maoving 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 identified through analysis of grass 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.

Goodwill and Other Intangible Assets

The Company evaluates the recoverability of goodwill at least annually based an a two-step impairment test. The first step compares
the fair value of the Company's reporting unit with its carrying amount, including goodwill. If the carrying amount exceeds fair value,
then the second step of the impairment test is performed to measure the amount of any impairment loss. Fair value is determined
based on estimated future cash flows, discounted at a rate that approximates the Company's cost of capital. The Company evaluates
its other intangible assets, specifically trademarks, for impairment on an annual basis by comparing the fair value of the asset with its
carrying value. Such estimates are subject to change and the Company may be required to recagnize impairment losses in the future,

Self-lnsurance

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 hased upon management's estimates of the aggregate liability for
uninsured claims incurred using insurance industry benchmarks and historical experience. Although 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.




Recent Accounting Proncuncements

In January 2003, the Financial Accounting Standards Board (FASB) issued Financial Interpretation No. 46 (FIN
48), "Consolidation of Variable Interest Entities”. A variabie interest entity is a corporation, partnership, trust, or
any ather legal structure used for business purposes that either (a) does nat have equity investors with vating
rights, or [b) has equity investors that do not provide sufficient financial resources for the entity to support its
activities. FIN 46 requires that if an entity has a controlling financial interest in a variable interest entity, the

assets, liabilities and results of activities of the variable interest entity should be included in the consolidated
financial statements of the entity. The provisions of FIN 46 were effective immediately for all arrangements
entered into after January 31, 2003. For those arrangements entered into prior ta February 1, 2003, the provisions of FIN 46 are
effective for the first interim or annual period ending after December 15, 2003. Since the Company does not currently have any
variable interest entities, the adoption of the provisions of FIN 46 did not have an impact on the Company's financial position or results
of operations.

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 Besults

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, including but without
limitation, statements regarding the impact of the acquisition of The White House, inc., the conclusion of the Pazo test concept and
the launch of the Soma by Chico’s concept. 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. Factors that
could cause or contribute to such differences include, but are not limited to, those discussed below and beginning on page 21 of the
Company's Form 10-K.

These potential risks and uncertainties include the financial strength of retailing in particular and the econemy in general, the extent
of financial difficulties that may be experienced by customers, the ability of the Company to secure and maintain customer acceptance
of Chica's styles (including without limitation the styles of White House | Black Market], 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
adequacy and perception of customer service, the ability to coordinate 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 [including without limitation White House | Black Market and Soma by Chico’s new
store openings), the buying public's acceptance of the Company's new store concept, the performance, implementation and
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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 acquired White House | Black Market division,
risks associated with terrerist 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, political or civil instability, imposition of and changes in tariffs and import and export controls such as import guotas,
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 forward4ooking statements, whether as a result of new information, future events or otherwise.

Cuantitatve and CQualitative Disclosures Abaut Market Risk

The market risk of the Cempany’s financial instruments as of January 31, 2004 has not significantly changed since February 1,
2003. The Company is exposed to market risk from changes in interest rates on any future indebtedness and its marketable
securities. The Company's exposure to interest rate risk relates in part to its revolving line of credit with its bank; however, as of
January 31, 2004, the Company did not have any outstanding borrowings on its line of credit and, given its strong liquidity pasition,
does naot expect to utilize its line of credit in the foreseeable future except for its continuing use of the letter of credit facility portion
thereof.

Centrols and Procedures

As of the end of the period covered by this report, an evaluation was carried 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 (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
and Exchange Act of 1934, as amended). Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer
concluded that, as of the end of such period, the Company's disclosure cantrols and procedures were 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 filings. There were no significant changes in the Company's internal contrals or in other factars that could significantly
affect these controls subsequent to the date of their evaluation.

Legal Proceedings

The Company was named in a putative class action suit filed in May 2003 in the Superior Court for the State of California, County
of San Francisco. The Company filed an answer denying the material allegations of the Complaint. The Complaint alleges that the
Company, in violation of California law, has in place a mandatory uniform policy that requires its employees to purchase and wear
Chico’s clothing and accessories as a condition of employment. It is the Company’s position that no such mandatory uniform policy
exists; the Company encourages but does not require its associates to wear Chico’s clothing; although many Chico’s associates
choose to wear Chico's clothing, others do not. The parties are engaged in discovery, and the Company is continuing its
investigation. No rulings on class certifications have been made. The Company believes the case is without
merit and intends to vigorously defend the litigation.

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




Tracding and Dividend Infermation

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.

For the Fiscal Year Ended January 31, 2004 High Low
Fourth Quarter (November 2, 2003 - January 31, 2004) $ 39.43 $ 30.51
Third Quarter (August 3, 2003 - November 1, 2003) 38.39 26.53
Second Quarter (May 4, 2003 - August 2, 2003) 27.84 18.80
First Quarter [February 2, 2003 - May 3, 2003) 24.49 16.75

For the Fizcal 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) 21.08 13.02
Second Quarter (May 5, 2002 - August 3, 2002) 21.00 13.26
First Quarter (February 3, 2002 - May 4, 2002) 18.88 14.40

™ Adjusted for the 2 for 1 stock split payable in July 2002.

Although the Company does not intend to pay any cash dividends over the near term and intends to retain its earnings for the future
operation and expansion of the Company's business, the Company may reconsider this intention as the Company monitors its build
up of cash reserves. Any determination to pay dividends in the future will be at the discretion of the Company's Board of Directors
and will be dependent, in addition, 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:

Number of Record Holders
Title of Class As of March 31, 2004

Common Stock, par value $.01 per share 1,224
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CHICOS FAS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{in thcusends)
January 89, Fekruary 4,
Current Acsets:
Cash and cash equivalents $ 15,676 $ 8,753
Marketable securities, at market 104,453 91,185
Receivables, less allowances for sales returns of $288
and $304, respectively 6,368 2,226
Inventories 54,896 44,908
Prepaid expenses 8,655 6,223
Deferred taxes 7.525 7,125
Total current assets 197.573 160,430
Propersy and Equizmens:
Land and land improvements 5,976 5,166
Building and building improvements 25,014 19,668
Equipment, furniture and fixtures 100,588 71,768
Leasehaold improvements 99,806 78,792
Total property and equipment 231,385 175,385
Less accumulated depreciation and amortization (57,660) (36,6886)
Property and equipment, net 173,725 138,709
Bzferred Tanes . — g2
Gooclll 80,114 —
@zher Incangizle Acsets 34,043 —
Cteher Lssets, Nat 5,399 2,313
$ 470,854 $ 301,544
LIABILITIES ANE STOTKFOLETERS' EEUITY
Current UWeklitiss:
Accounts payable $ 27,798 $ 24,991
Accrued liabilities 43,187 29,698
Current portion of deferred liabilities 598 171
Total current liabilities 71,582 54,860
Nensurrent Labiides:
Deferred liabilities 12,713 B6.551
Deferred taxes 11,724 —
Total noncurrent liabilities 24,437 6,551
Commitmenss and Contingencies
Steekheldors’ Equity:
Common stock, $.01 par value; 200,000 shares authorized and
87,537 and 85,282 shares issued and outstanding, respectively 875 853
Additional paid-in capital : 98,586 63,886
Retained earnings 275,339 175,108
Accumulated other comprehensive income 35 185
Total stockholders' equity 374,835 240,133
$ 470,854 $ 301,544

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




CHICOS FAS, INC. AND SUBSIDIARIES
CONSCLIDATED STATEMENTS OF INCCME

(In thousands, except per share amounts)

FISCAL YEAR ENDED

Januvary 31, February 1, February 2,
2004 2003 2002
Net sales by Company stores $ 737,918 $ 508,492 $ 362,443
Net sales by catalog and Internet 22,780 16.070 10,203
Net sales to franchisees 7.801 6,548 5,439
Net sales 768,499 531,108 378,085
Cost of goods sold 297,477 208,770 153,937
Gross profit 471,022 321,338 224,148
General, administrative and store operating expenses 289,118 199,495 146,611
Depreciation and amortization 21,130 15,050 10,001
Income from operations 160,774 106,793 67,536
interest income, net 888 883 507
Income before income taxes 161,662 107,676 68,043
Income tax provision 61.432 40,917 25,856
Net income $ 100,230 $ 66,759 $ 42,187
CER SHARE DATA:
Net income per common share - basic $ 1.18 $ 0.80 s 0.52
Net income per comman and commaon
equivalent share - diluted 5 1.14 % 0.78 % 0.50
Weighted average common shares outstanding - basic 86,403 83,308 80,365
Weighted average commaon and common
equivalent shares outstanding - diluted 88,142 86,032 83,778

The accompanying notes are an integral part of these consolidated statements.
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—ICOS FAS, INC. AND sUBSIDIARES
NSOLIDATEDS STATEMENTS OF STCCKHOLDERS EQUITY

{in thousands)

Beermyiated

Cemmen Staal [BEaEl L;chf
Bar el Rezzined
Shares Velve ez Zaraingo "@@“a flctal
BALARNTE, Fezruary 3, 2C0DY 78,747 % 788 $ 18,323 & 686,163 & 47 $ 85,321
Net income — — — 42,187 — 42,187
Unrealized gain on marketable
securities, net — — — — 55 55
Comprehensive income 42,242
Issuance of common stock 2,834 28 7.675 — — 7,703
Stock option compensation — — 45 — — 45
Tax benefit of stock options exercised — — 8,184 — — 8,184
BRLANGE, Fekruary &, 2002 81,581 816 34,227 108,350 102 143,495
Net income — — — 66,759 — 66,759
Unrealized gain on marketable
securities, net — — — — 83 83
Comprehensive income 66,842
Issuance of common stock 3,701 37 7,210 — — 7,247
Tax benefit of stock options exercised — — 22,549 — — 22,549
BALANECE, February 1, 200 85,282 853 63,986 175,108 185 240,133
Net income — — — 100,230 — 100,230
Unrealized loss on marketable
securities, net — — — — {(150]) (150)
Comprehensive income 100,080
Issuance of comman stock 2,255 22 18,474 — — 18,496
Tax benefit of stock options exercised — — 15,128 — — 15,128
BAWANCE, Janvery 39, 2004 87537 $ 875 $ 98,586 $ 275,339 % 35 $ 374,835
The accompanying notes are an intagral part of thase consolidated statements.




CHICO'S FAS, INC. AND SUBSIDIARIES
CCNESOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

CRAER FLEWS FRCEM O
Net income
Adjustments to reconcile net income to net cash

provided by operating activities —
Depreciation and amortization, cost of goods sold
Depreciation and amortization, other
Stock aption campensation
Deferred tax expense [henefit)
Tax benefit of options exercised
Deferred rent expense, net
Loss on impairment and disposal of property and equipment
(Increase) decrease in assets, net of effects of acquisition —
Receivables, net
Inventories
Prepaid expenses and other, net
(Decrease] increase in liabilities, net of effects of acquisition —
Accounts payable
Accrued liabilities
Total adjustments
Net cash provided by operating activities

ERATIRG ACTIVITIES:

it

CASH FLEWS FREW IMVEESTING ACTIVITIES:
Purchases of marketable securities
Proceeds from sale of marketable securities
Acquisition, net of cash acquired
Purchases of property and equipment

Net cash used in investing activities

CASH FLOWS ERIEWM FINANTCING ACTIVITIES:
Proceeds from issuance of common stock
Payments on capital leases
Principal payments on debt
Deferred finance costs

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
CABH AYD CASKH BEUNVALERNTS, Beginning of period
CASH AYD CASH ERVNALENTS, End of period

SURZLENMENTAL DISCLIBURES CF CASH ALaWy [(NFORNMATICR:

Cash paid for interest
Cash paid for income taxes

NENCASH INVESTING AND FVANCINEG ACTIVITIES:
Common stock issued in acquisition

SCAL YEAR ERIDED

Janvary &1, Bebruary 1, Februzry 2,

2004 2003 2002
$ 100,230 $ 66,759 $ 42187
1,870 1,093 4086
21,130 15,080 10,001
— - 45
1,336 (1.851) {(1,818]
15,126 22,548 8,184
1.874 1,482 883
3,746 1,315 1,445
{1,853) (143) 915
(4,658) (16,002) (4.511)
(1,281) (1.691) (1,838)
(3.178) 8,000 3,134
11,035 11,048 8.454
45,150 42,048 23,305
145,380 108,807 65,492
(166.855) (134,8918) (66.396)
153,447 84,235 30,245
(87,8386) — —
(52,300) [64,742) (37.437)
(153,344) (115,425) (63,588])
15,231 7,247 7,703
(344) — —
— (5.155) (68)
— (98) (78)
14,887 1,984 7,559
6,823 (4,624) 8,463
8,753 13,377 3,814
$ 158676 $ 8,753 $ 13,377
$ 142 $ 285 $ 610
$ 47,855 $ 19,200 $ 17.658
$ 4,268 — —

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

JANMUARY 31, 2004
(In thousands, except share and per share amounts and where otherwise indicated)

1. BUSINESS ORGANIZATION AND SIBNIFICANT 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 praducts through traditional retail stores, catalog, & small franchise network and via the Internet
at www.chicos.com. As of January 31, 2004, the Company's retail store system consisted of 557 stores located throughout the
United States, the Virgin Islands and Puerto Rico, 545 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 periods presented in these financial
statements are the fiscal years ended January 31, 2004 (fiscal 2003), February 1, 2003 (fiscal 2002) and February 2, 2002 (fiscal
2001). Fiscal 2003, 2002 and 2001 each contained 52 weeks.

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 the
end of fiscal 2003 and 2002 is as follows:

Fiscal 2003 Fiscal 2002
Franchise stores opened ) 1
Franchise stores in operation at fiscal year-end 12 12
Company-owned stores at fiscal year-end 545 366

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.

Segment Information
The Company's brands, Chico’s and White House | Black Market, have been aggregated into one reportable

segment due to the similarities of the economic and operating characteristics of the operations represented by
the Company’s brands.




Management Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires 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 reparted 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 patentially 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 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 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 histarical
experience. Although 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 equivalents includes cash on hand and in banks and short-term highly liquid investments with original maturities of
three months or less.

-



Marketable Securities

Marketable securities are classified as available-for-sale 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.

Inventories

In the fourth guarter of fiscal 2003, the Company changed its method of determining the cost of certain merchandise inventories
from the last-in, first-out (LIFO) method to the weighted average cost method. Management believes that the weighted average cost
method is a preferable method that better measures the cost of such inventories, results in a better matching of revenues and
expenses and more accurately reflects the Company’s financial position. The effect of this change was immaterial to the financial
results of both the current and prior reporting periods of the Company and, therefore, did not require retroactive restatement of
results for those prior periods.

Purchasing, merchandising, distribution and product development costs are expensed as incurred, and are included 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 lease term plus one anticipated renewal, not

to exceed 10 years. 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 - 10 years

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. Upan
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. The Company is obligated under capital leases for
certain property and equipment that expire at various dates during the next five years.

Goodwill and Other Intangible Assets

The Company adopted the provisions of Statement of Financial Accounting Standard (SFAS) No. 142, "Goodwill and Gther Intangible
Assets” (SFAS 142), as of February 3, 2002. Goodwill and intangible assets acquired in a purchase business combination and
determined to have an indefinite useful life are not amortized, but instead are tested for impairment at least annually in accordance
with the provisions of SFAS 142. During fiscal 2003, the Company acquired a trademark intangible asset in
connection with the Company’s acquisition of The White House, Inc. (see Nate 2). The value of the trademark was
determined using a discounted cash flow method, based on the estimated future benefit to be received from the
trademark. The Company will not amortize the trademark asset, as the trademark has an indefinite useful life.




The Company has allocated the excess of the cost of The White House, Inc. acquisition over the estimated
fair value of the identifiable net assets acquired to goodwill. In accordance with the provisions of SFAS 142,
the Company is not amortizing the goodwill. The Company will perform its annual impairment tests of the
acquired trademark and goodwill during fiscal 2004 and future years.

Accounting for the Impairment of Long-lived Assets

Long-lived assets are reviewed periodically for impairment if events ar changes in circumstances indicate that
the carrying amount may not be recoverable. If future undiscounted cash flows expected to be generated by
the asset are less than its carrying amount, 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 earnings of future years, are
recognized when a greater than 50 percent probability exists that the tax benefits will be realized sometime in the future.

Fair Value of Financial Instruments

The Company's financial instruments consist of cash and cash equivalents, marketable securities, shortterm trade receivables and
payables. The carrying values of cash and cash equivalents, marketable securities, trade receivables and trade payables equal fair value.

Revenue Recognition

Retail sales by Company stores are recorded at the point of sale and are net of estimated customer returns, sales discounts under
our "Passport Club” loyalty program and Company issued coupons. Retail sales by catalog and Internet are recorded when shipments
are made to catalog and Internet customers and are net of estimated customer returns. Net sales to franchisees are recorded
when merchandise is shipped to franchisees and are net of estimated returns.

Vendor Allowances

From time to time, the Campany receives allowances and/or credits from certain of its vendors. The aggregate amount of such
allowances and credits is immaterial to the Company’s results of operations.

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 as incurred except for catalogs, which are amortized over the life of the

catalog (typically less than six weeks). For fiscal 2003, 2002 and 2001, advertising costs of approximately $27.3 million, $18.8
million, and $12.8 million, respectively, are included in general, administrative and store operating expenses.
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Stock-Based Compensation Plans

In December 2002, the Financial Accounting Standards Board (FASB) issued SFAS No. 148, "Accounting for Stock-Based
Compensation Transition and Disclosure” (SFAS 148). SFAS 148 amends SFAS No. 123, "Accounting for Stock-Based
Compensation” (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 to require prominent disclosures in
both annual and interim financial statements about the method of accounting for stock-based employee campensation and the effect
of the method used on reported results. 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 Accounting Principles Board (APB] Opinion No. 25, "Accounting for Stock Issued to Employees” (APB 25).

The Company uses the intrinsic value method for valuing its awards of stock options and recording the related compensation expense,
if any, in accordance with APB 25. No stock-based employee compensation cost for stock options is reflected in net income for
fiscal 2003 or 2002 as all options granted during the periods have exercise prices equal to the market value of the underlying
common stock on the date of grant. Approximately $45.0 of compensation expense was recorded in fiscal 2001 related to options
granted under the Company's Executive Officers’ Program and is included in net income, as reported for the year then ended. The
following table illustrates the effect on net income and earnings per share as if the Company had applied the fair value recognition
provisions of SFAS 123 to all stock-based employee compensation.

Fizezl 2003 Fioeal 2C02 Fizezl 2004

Net income, as reported $ 100,230 % 66,759 $ 42,187
Deduct: Total stock-based employee compensation expense

determined under fair value based methods for all awards, net of taxes 9,358 8,696 4,814

Net income, pro forma $ 90,871 $ 58,063 $ 37,373

Net income per common share:

Basic - as reported $ 1.186 $ 0.80 $ 0.52
Basic - pro forma $ 1.05 $ 070 $ 047
Diluted - as reported $ 1.14 $ 0.78 $ 0.50
Diluted - pro forma $ 1.03 $ 087 $ 045

For pro forma 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 3.6, 4.8, and 5.1 percent
for fiscal 2003, 2002 and 2001, respectively, expected life of seven years, no expected dividends, and expected volatility of 65, 68,
and 73 percent for fiscal 2003, 2002 and 2001, respectively. The weighted average fair value of options granted during fiscal
2003, 2002 and 2001 was $15.37, $11.63, and $8.84, respectively. Options granted under the 1892 Stock Option Plan, the
1983 Stock Option Plan and the 2002 Omnibus Stock and Incentive Plan (excluding the non-employee director portion thereof)
generally vest ratably aver three years. The non-employee director option grants under the 2002 Omnibus
Stock and Incentive Plan generally vest after six months. The term of all options granted is 10 years.




Common Stock Splits

During fiscal 2002 and 2001, the Board of Directars (the Board) declared three common stock splits
[collectively, the Stock Splits). On April 19, 2001, the Board declared a three-fortwo 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 commaon 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 split of the Company's common stock, payable in the form of a stock dividend on

July 28, 2002, to sharehcolders 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 consolidated 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 weighted average number of common shares outstanding and diluted 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 2003 Fiscal 2002 Fizseal 2001
Weighted average common shares
outstanding - basic 86,402,532 83,308,829 80,365,350
Dilutive effect of stock options outstanding 1,739,372 2,723,223 3,412,986
Weighted average common and common '
equivalent shares outstanding - diluted 88,141,904 86,032,052 83,778,336

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 commaon shares:

Fiscal 2003 Fiscal 2002 Fissal 2001
Number of options 312,000 523,800 373,000
Exercise price $3055-$38.50 $18.30-%2142 $1066-%13.34
Expiration date September 5, 2013 -  June 25, 2012 - May 23, 2010 -

January 26, 2014 December 18, 2012 January 2, 2012




Newly Issued Accounting Pronouncements

In January 2003, the FASB issued Financial Interpretation No. 48 (FIN 48), "Consolidation of Variable Interest Entities." A variabl
interest entity is a corporation, partnership, trust, or any other legal structure used for business purposes that either (a) does no
have equity investors with vating rights, or (b) has equity investors that do not provide sufficient financial resources for the entity t
support its activities. FIN.48 requires that if an entity has a controliing financial interest in a variable interest entity, the assets, liabilitie:
and results of activities of the variable interest entity should be included in the consolidated financial statements of the entity. The
provisions of FIN 48 were effective immediately for all arrangements entered into after January 31, 2003. For those arrangements
entered into prior to February 1, 2003, the provisions of FIN 46 are effective for the first interim or annual period ending afte
December 15, 2003. Since the Company does not currently have any variable interest entities, the adoption of the provisions o
FIN 48 did not have an impact on the Company’s financial position or results of operations.

2. TRE WHITE RoUSE, INC. ACRUISITION:

On September 5, 2003, the Company acquired all of the outstanding commaon stock of The White House, Inc. (The White House
for approximately $93.2 million, consisting of approximately $88.9 million in cash {including acquisition costs of $3.0 million) anc
approximately $4.3 million in the Company's common stock represented by the issuance of approximately 151,000 shares of the
Company’s common stock. The Company funded the cash portion of the purchase price from current cash balances and from the
sale of certain marketable securities. Of the cash consideration, $12.5 million was placed in a one-year escrow to cover certair
indemnification obligations of the sellers. As a result of the transaction, The White House became a wholly-owned subsidiary of the
Company.

As of September 5, 2003, The White House operated 107 stores in 30 states, the Virgin Islands, Puerto Rico and the District o
Columbia that sell high-guality fashion and basic merchandise assorted primarily in white and black and related shades. As a resul
of the acquisition, the Company believes that it can strengthen its position in the specialty retail market and continue its overall growtt
strategy. The transaction was accounted for under the purchase method of accounting and, accordingly, the results of operations
of The White House have been consolidated in the Company's financial statements since the date of acquisition.

The total purchase consideration has been allocated to the assets and liabilities acquired, including an identifiable intangible asset
{trademark], based on their respective estimated fair values as summarized below. The allocation of the purchase price to the assets
and liabilities acquired resulted in excess purchase consideration over the net assets and identifiable intangible asset acquired o
$60.1 million and this excess has been assigned to goodwill. Such goodwill and the amounts allocated to the intangible asset are
not expected to be deductible for tax purposes. The purchase price allocation is subject to change and will be finalized upon review
and refinement of certain estimates. A summary of the ailocation of the purchase price follows:

Cash $ 1.280
Accounts receivable 2,188
Inventories 5,330
Other current assets 2,552
Property, plant and equipment 8,335
Intangible asset not subject to amortization-Trademark 34,000
Goodwill 60,114

Total assets acquired 114,800
Current lighilities 8,103
Noncurrent liabilities 1,221
Net deferred tax liability 11,285

Total ligbilities assumed 21,618

Net assets acquired $ 93,181




The following table presents unaudited pro forma results of operations for the fiscal years ended January 31,
2004 and February 1, 2003 as if the acquisition of The White House had occurred on February 2, 2003
and February 3, 2002, respectively. The unaudited pro forma information presented below is for illustrative
purposes only and is not indicative of results that would have been achieved or results which may be achieved
in the future:

Floeal 2008 Floenl 2008

Net sales $ 817.474 $ 598,064

Net income 101,021 70,080
Net income per common share:

Basic B 1.17 $ 0.84

Diluted 8 1.14 $ 0.81

" Includes approximately $2.7 million {pre-tax) of nonrecurring charges related to the acquisition recorded by The White House in its
historical results prior to September 5, 2003.

8. PEORPERTY AND EQUIPMENT [MPAIRNMERNTT:

During fiscal 2003, the Company decided to conclude the Pazo test concept and initiated the closing/conversion process for the 10
Pazo stores. As of January 31, 2004, this process has essentially been completed. In connection with the decision to conclude
the Pazo test concept, the Company completed an impairment review of Pazo's property and equipment. Upon completion of the
review, the Company determined that the carrying value of certain Pazo assets exceeded their future undiscounted cash flows. As
a result, the Company recorded an impairment charge of $2.9 million during fiscal 2003. The provision for the asset impairment
is included in general, administrative and store operating expenses in the accompanying consclidated statements of income.

&, VIARKETABLE BECURITIES:

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

January 39, Babruary 1,
2004 2003
Municipal bonds, cost $ 104,418 $ 91,010
Municipal bonds, fair value 104,453 91,185
Unrealized gain 3 35 $ 185

During fiscal 2003, the Company recorded a net unrealized loss of approximately $0.2 million. The Company believes that the
unrealized loss is as a result of short-term swings in interest rates and that the unrealized loss is temporary. At January 31, 2004,
approximately 44 percent of the Company’s marketable securities mature within one year, 4 percent between one and five years, 5
percent between five and ten years, and the remainder with maturities greater than ten years will mature by 2032,




5. ACCRUER LIABILITIES:

Accrued liabilities consisted of the following:

Jenuary 31, February 4,
2004 20083
Allowance for estimated customer returns, gift certificates
and store credits outstanding $ 18,008 $ 10,136
Accrued payroll, bonuses and severance costs 11,003 8,004
Other 14,175 11,558
$ 43,187 $ 29,698
8. INCCWIE TAXES:
The Company’'s income tax provision consisted of the following:
Fiscal 2003 Fiscal 2002 Fisgal 2001
Current:
Federal $ 52,798 $ 37.399 $ 24,394
State 7,298 5,169 3,278
Deferred:
Federal 407 (1,451) (1,803)
State 929 (200) (213)
Total income tax provision $ 61,432 $ 40,917 $ 25,858

The reconciliation of the income tax provision based on the U.S. statutory federal income tax rate (35 percent) to the Company's
incame tax provision is as follows:

Fizcal 2003 Fiscal 2002 Fizcel 2001

Tax expense at the statutary rate % 56,582 $ 37,887 $ 23,815
State income tax expense, net of federal tax benefit 4,850 3,230 2,041
Total income tax provision $ 61,432 $ 40,917 $ 25,856

Deferred tax assets and liabilities are recorded due to different carrying amounts for financial and income tax reporting purposes arising
from cumulative temporary differences. These differences consist of the following as of January 31, 2004, and February 1, 2003:

January 341, February 1,
20c4 2003
Current:
Accrued liabilities and allowances 3 8,264 $ 5,548
Inventories 1,281 1,877
3 7,525 $ 7,125
Noncurrent: - -
Other intangible assets $ (13,153) $ —
Depreciation (3,139) (2,463)
Lease obligations 2,548 1,738
Deferred compensation 2,020 816
$ (11,724) $ 92

Deferred tax assets at January 31, 2004 and February 1, 2003 totalled $12.1 million and $9.7 million, respectively.
Deferred tax liabilities at January 31, 2004 and February 1, 2003 totalled $16.3 million and $2.5 million, respectively.




7. DEFERRED LIABILITIES:

Deferred liabilities consisted of the fallowing:

January 31, February 1,
2004 2003

Deferred rent $ 6,718 $ 4,575
Deferred compensation 5,316 2,147
Capital lease obligations 1,278 —
Total deferred liabilities 13,312 6,722
Less current portion (599) (171}

$ 12,713 $ 6,551

The Company has an unsecured revolving credit facility (the Credit Facility) with Bank of America, N.A., consisting of a total available
commitment of $45 million, composed of a tine of credit of $10 million (the Line) and a $35 million letter of credit sublimit. All
borrowings under the Credit Facility bear interest at the LIBOR rate, plus an additional amount ranging from 0.80 percent to 2.0
percent adjusted quarterly based on the Company’s performance per annum {a combined 1.90 percent at January 31, 2004). 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 no compensating balance requirements associated with the Credit Facility. No borrowings are
outstanding as of January 31, 2004 and February 1, 2003.

The Credit Facility contains certain restrictions regarding additional indebtedness, business operations, liens, guaranties, transfers
and sales of assets, and transactions with subsidiaries or affiliates. In addition, the Company must comply with certain quarterly
restrictions (based on a rolling four-quarters basis) regarding net worth, leverage ratio, fixed charge coverage and current ratio
requirements. The Company was in compliance with all covenants at January 31, 2004.

Deferred rent represents the difference between operating lease obligations currently 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 liability payable to participants of the Chico’s FAS, Inc. Deferred
Compensation Plan (the Deferred Plan). See Note 10.

8. COWIMITIVENTS AND CONTINGENCIES:

The Company leases retail store space and various office equipment under operating and capital leases expiring in various years
through the fiscal year ending 2015. 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, and 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 or replaced by other leases.

Minimum future rental payments under noncancellable operating and capital 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 January 31, 2004, are approximately as follows:




Oporating loacea  Coplkal lzazes

FISCAL YEAR ENDING:

January 29, 2005 $ 48,213 $ 684
January 28, 2008 44,865 568
February 3, 2007 42,618 130
February 2, 2008 37,862 70
January 31, 2008 31,868 26
Thereafter 81,658 —
Total minimum lease payments $ 285,083 1,478
Less amounts representing interest (2C0a)
Present value of net minimum capital lease payments $ 1.278

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 commitments for the full lease terms of such
leases in the above table. For fiscal 2003, 2002 and 2001, total rent expense under the Company's operating leases was
approximately $59.3 million, $42.2 million, and $30.8 million, respectively, including common area maintenance charges of
approximately $6.6 million, $5.2 million, and $3.6 million, respectively, other rental charges of approximately $7.1 million, $5.0
million, and $3.4 million, respectively, and contingent rental expense of approximately $5.7 million, $4.0 million, and $3.4 million,
respectively, based on sales.

At January 31, 2004, the Company has approximately $11.8 millien in commercial letters of credit outstanding (see Note 7), which
had arisen in the normal course of business due to foreign purchase commitments.

The Company was named as defendant in a putative class action suit filed in May 2003 in the Superior Court for the State of
California, County of San Francisco. The Company filed an answer denying the material allegations of the Complaint. The Complaint
alleges that the Company, in violation of California law, has in place a mandatary uniform policy that requires its employees to
purchase and wear Chico's clothing and accessories as a condition of employment. It is the Company's position that no such
mandatory uniform policy exists; the Company encourages but does not reguire its associates to wear Chico's clothing; although many
Chico's associates choose to wear Chico's clothing, others do not. The parties are engaged in discovery, and the Company is
continuing its investigation. No rulings on class certification have been made. The Company believes the case is without merit and
intends to vigorously defend the litigation.

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

©. STOCK QRTION RPLANS AND GCARITAL STOCK TRANSACTICNS:
1992 Stock Option Plan

During fiscal year 1882, the Board approved a stock option plan (the 1982 Plan), which reserved
approximately 1,210,000 shares of common stock for future issuance under the 1982 Plan to eligible
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 $0.1 million. Options granted under the terms of the 1892
Plan generally vest evenly over three years and have a 10-year term. As of January 31, 2004, approximately
6,000 nonqualified options are cutstanding under the 1992 Plan.




1993 Stock Option Plan

During fiscal year 1833, the Board approved a stock option plan, as amended in fiscal 13383 (the 1893 Plan),
which reserved approximately 7,010,000 shares of common stock for future issuance under the 1993 Plan
to eligible empioyees of the Company. The terms of the 1983 Plan are essentially the same as the 1992 Plan.
As of January 31, 2004, approximately 2,224,000 nonqualified 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 vest after six months and have a 10-year term. From the date of the adoption of the Independent
Directors’ Plan and until the 2002 Omnibus Stock and Incentive Plan was adopted, 402,500 options were granted under the
Independent Directors’ Plan. Since 1883 and prior to adoption of the [ndependent Directors’ Plan, four independent directors of the
Company had been granted a total of 651,000 nonqualified 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 nonqualified stock options through individual grants at exercise prices of $4.29 per share. As of January 31, 2004,
approximately 330,000 of these individual grant nongualified options and options under the Independent Directors' Plan are
outstanding.

2002 Omnibus Stock and Incentive Plan

in April 2002, the Board approved the Chico's FAS, Inc. 2002 Omnibus Stock and Incentive Plan (the Omnibus Plan), which initially
reserved 4,855,140 shares of common stock for future issuance to eligible employees and directors of the Company. In accordance
with the terms of the Omnibus Plan, shares of common stock that are represented by options granted under the Company’s previously
existing plans which are forfeited, expire or are cancelled without delivery of shares of common stock are added to the amounts
reserved for issuance under the Omnibus Plan. During fiscal 2003 and fiscal 2002, 8,936 shares and 7,500 shares, respectively,
of options on common stock were forfeited under previously existing plans. Also, during fiscal 2003, 126,162 shares issued under
the Omnibus Plan were exercised resulting in a total of 4,745,414 shares remaining available for future issuance under the Omnibus
Plan as of January 31, 2004. The Omnibus Plan provides far 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 1982 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 January 31, 2004,
approximately 1,442,000 nonqualified options are outstanding under the Omnibus Plan.

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 January 31, 2004, all 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 resulted in stock compensation expense of approximately $45.0 in the accompanying consolidated
statement of income in fiscal 2001. No compensation expense was recorded in fiscal 2003 or 2002. At January 31, 2004, there
were ng options outstanding under the Executive Officers’ Program.




Aggregate Stock Option Activity

As of January 31, 2004, 4,002,128 nonqualified options are outstanding at a weighted average exercise price of $13.53 per
share, and 3,303,411 remain available for future grants. Of the options outstanding, 1,710,180 options are exercisable.

Stock option activity for fiscal 2003, 2002 and 2001, was as follows:

Fiocel 2003 Flosal 2002 Flosal 2001
Welghted- Weighted- Welghzed-
NMumber Bywarage Number Bvaragz Wumber Avzrage

af Enercise et Exereles a7 Enarcice
Cptieas Brics Cptlons Priza Optlens Price
Qutstanding, beginning of period 5011600 $ 8.75 7,251,226 $ 3.66 B,712,158 $2.40
Granted 1,088,450 23.08 1,435,266 16.66 1,827,000 8.84
Exercised (2,048,901) 6.87 (3.653,392) 1.78 (2,579,780) 2.21
Canceled or expired (30,021) 18.34 (21,500] 5.08 (808,152] 7.07
Outstanding, end of period 4,002,128 13.53 5,011,600 8.75 7,251,226 3.66
Options exercisable, end of period 1,710,180 B8.25 2,275,095 5.87 4,167,688 1.64

The following table summarizes information about stock options as of January 31, 2004:

Optione Cutstending Cptlons Enercisakle
Averege Walghted- Welghtsed-
Remaining CVEreEg3 Lvzrage
Range of Wembar Centrasiual Excreise Wumber Erercice
Erersise Prizes Cutstanding Li%e VMezrs) Brice Exercisallz Srize
$ 036-3% 7.48 835,544 5.35 $ 2.35 835,544 $ 2.35
$ 7.50-314.99 1,095,414 4.31 9.43 432,361 9.73
$15.00 - $22.49 1,855,670 9.64 17.35 442,285 17.94
$22.50 - $38.50 415,500 9.74 31.58 — —
4,002,128 8.48 13.53 1,710,180 8.25

Employee Stock Purchase Plan

The Company has a noncompensatory employee stock purchase plan (ESPP) under which substantially all full-time 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 value of the stock immediately prior to the beginning of each purchase period. During fiscal 2003, 2002 and
2001, approximately 55,000, 48,000, and 260,000 shares, respectively, were purchased under the ESPP The Company
recognized no compensation expense for the issuance of these shares.




10. 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 fully upon completing five years of service,
with incremental vesting in service years two through five, 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 50 percent on the first B percent of the employees'
contributions and can efect to make additional contributions over and above the mandatory match. For fiscal
2003, 2002 and 2001, the Company's costs under the Plan were approximately $71.2 million, $0.9 million, and
$0.4 million, respectively,

In April 2002, the Company adopted the Chico’s FAS, Inc. Deferred Compensation Plan (the Deferred Plan) to 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” in the accompanying 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 consolidated balance sheet.

11. QUARTERLY RESULYTS OF ORPERATICNS (UNAUBITED]:

NMet Income
Per Common

Net Income Per and Comman
Net Eross Net Commen Share- Equivalent Share=
Fiscal year ended Salzs Proffit Income Basic Diluted
Januvary 341, 2004:
First quarter $ 168,985 $ 104,295 $ 23,367 $ 0.27 $ 0.27
Second quarter 173,436 107,603 24,466 0.28 0.28
Third quarter 210,589 129,387 26,759 0.31 0.30
Fourth gquarter 215,508 129,757 25,637 0.29 0.28
Fiscal year ended
February 1, 2003:
First quarter $130.454 $ 81,464 $19,777 $ 024 $ 0.23
Second quarter 125,068 75,478 16.388 0.20 019
Third quarter 137,261 82,376 15,644 0.18 0.18
Fourth quarter 138,325 82,020 15,050 0.18 0.17
Flecal year ended
February 2, 2002:
First quarter $ 93233 $ 56,292 $12,379 $ 0.186 $ 0.15
Second quarter 89,452 53,685 11,091 0.14 0.13
Third quarter 93,978 55,542 8,800 0.1 0.11
Fourth guarter 101,382 58,629 9,818 0.12 0.12

"
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REPORTS ON FORM 10K i

A copy of the Company's annuai report to the Securities and
Exchange Commission on Form 10-K will be sent to any sharehclder
without charge upon written request to Investor Relations at the
mailing address or website address below:

Chica’s FAS, Inc. 1

11215 Metro Parkway
Fort Myers, Floride 33912
Website: www.chicos.com

Transfer Agent and Registrar:

The Registrar and Transfer Company
10 Cocmmerce Drive

Crenford, New Jersey 37018

Trenam, Kemker, Scharf,




WHITE BM]AJA(E]K

H O U S E R K ET

The management team of White House | Black Market is very pleased and excited to be
part of the Chico’s organization and to be working with such a dynamic team of specialty
retailers. There was much appeal to our joining forces with Chico's. In making our decision
to move forward, VWhite House | Black Market saw a great potential to secure important
berefits. To begin with, the fit seemed right, with both organizations having clearly identifiable
niches and strong customer followings. Additionally, the ability to take advantage of the
experience and success that Chico’s has had in sales, operations, merchandising, marketing,
and development was very enticing as a means ta position and grow White House | Black
Market. Since we hecame a part of Chico's in September, the transition has gone very
smoothly. Having completed the move of our administrative offices to Ft. Myers and having
established ourselves in our own building an the Chico's headquarters campus, VWhite House
| Black Market believes it is now well positioned to achieve unparalleled growth and expanded
national presence.

We believe we now have the potential to see a chain of White House | Black Market stores
numbering over 500 stores. We look to take greater advantage of our distinct, memorable
and powerful brand as we become an even stronger player in the specialty apparel market.
We want to continue to build upon a brand that not only is instantly recognized for its unique,
classic white and black niche, but also is known for its current and stylish fashions and
unwavering service standards. The ability to tap into the expertise and experience that Chico’s
has had over the past years presents tremendous opportunities for achieving the targeted
growth for the White House | Black Market business and the brand.

It has been a true pleasure to work with the entire team at Chico’s during this transition. We
look forward to a very successful and mutually beneficial relationship as we now move into this
new era of growth for White House | Black Market.

Mast sincerely,

Rick Sarmiento Patricia Darrow-Smith

President Executive Vice President-
The White House, Inc. Chief Merchandising Officer

The White House, Inc.
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