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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements

ANNTAYLOR STORES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Quarters Ended May 3, 2003 and May 4, 2002

(unaudited)
Quarters Ended
May 3, 2003 May 4, 2002
(in thousands, except per share amounts)
N =T Y= 1= S $352,017 $345,392
COSE Of SAIES ... 163,002 158,829
LT (0TSSR 4= (o |1 PR 189,015 186,563
Selling, general and administrative eXPeNnSes ........ccooiuiiiiiiaeiiiiiiiieee e 158,618 151,081
L@ 0 1=1 = 11T T T (oo 0 1= 0 30,397 35,482
INEEIESE INCOME ...ttt ettt e e e st e e e saba e e e e snbeeeeeas 688 516
INEEIEST EXPEINSE ..ttt s 1,694 1,699
Income before INCOME TAXES .....ooii i 29,391 34,299
INCOME TAX PIOVISION ...ttt ettt e e e e e e e e e e e e et eeeeeaaeeeaannnes 11,463 13,377
NEEINCOME ... ittt et e e e e et e e sree e st e e sn e e eteeensaeeanteeennaeenn $ 17,928 $_20,922
Basic earnings per share of common StOCK ..........cceeeviiiiiiiiieieeciiiiieeee e $ 041 $__ 048
Diluted earnings per share of COMMON StOCK .........ccccovviiiiiiieiieiiiiie e $_ 0.39 $__ 045

See accompanying notes to condensed consolidated financial statements.



ANNTAYLOR STORES CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
May 3, 2003 and February 1, 2003

(unaudited)
May 3, 2003 February 1, 2003
ASSETS (in thousands)

Current assets
Cash and cash equIValeNntS...........cccuviiiiie e $ 188,274 $ 212,821
ACCOUNLES rECEIVADIE, NEBL.....oii e 20,436 10,367
MerchandiSe INVENLOMIES ..........uvviiiieee et s e e e e 196,401 185,484
Prepaid expenses and other current assets ..., 53,975 46,599
Total CUMTENT ASSELS .....uuviiiiiiee e 459,086 455,271
Property and equipment, NEL .........ooo i 242,948 247,115
L€ To o0 1111 R = O PPUEEP. 286,579 286,579
Deferred finanCing COSES, NEL.......cooi i 3,949 4,170
(@ 1 1= T = T1T= SO PEERRR 16,996 17,691
TOtAl ASSELS .uuuiiiiiieeetce e e $_1,009,558 $.1,010,826

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

ACCOUNES PAYADIE .......ccviiiiiiiiic e $ 62,003 $ 57,058
ACCIUEA EXPENSES ...eeeiiiieeieiiieieee e e e e ettt e e e e e e s ettt e e e e e e aanebbeeeaaae e e e nreeeeas 79,170 94,137
Total current iabilitieS ........oovvvviveiiiiiii 141,173 151,195
Long-term debt, NEL........oo e ——————————— 122,515 121,652
Deferred lease costs and other liabilities..........ccoooveiiiiiiiiiiiiiiieeeis e 26,075 23,561

Stockholders' equity
Common stock, $.0068 par value; 120,000,000 shares authorized;

48,953,485 and 48,932,860 shares issued, respectively...........cccccuveeee... 332 332
Additional paid-in capital ............ceeeeiiiiiiiiiire e 500,420 500,061
REtAINEA AIMINGS ... teiiiee ettt e e e e e e eas 313,401 296,113
Deferred compensation on restricted StocK ..........cccccveveiiiiiciiic e, (5,584) (3,968)

808,569 792,538

Treasury stock, at cost
4,660,851 and 4,050,972 shares, respectively...........cccccceeeeriinins (88,774) (78,120)
Total Stockholders' €QUILY .......ccovvvviiiiieee e 719,795 714,418
Total liabilities and stockholders' equity.............ceeiviiiiiiiiiiiiiiiee. $_1,009,558 $_1,010,826

See accompanying notes to condensed consolidated financial statements.



ANNTAYLOR STORES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Quarters Ended May 3, 2003 and May 4, 2002
(unaudited)

Quarters Ended

May 3, 2003

May 4, 2002

(in thousands)

Operating activities:
NEEINCOMIE ..ttt na e $ 17,928
Adjustments to reconcile net income to net cash
provided (used) by operating activities:

Amortization of deferred compensation...........ccccccoviiiiiiiiie i 780
Deferred INCOME TAXES......iuuiii ettt e et nabeee e 231
Depreciation and amortization ..............coeeeoiiiiiiiieie e 12,649
Gain on sale of proprietary credit card accounts receivable.........................
Loss on disposal of property and equipment ..........cccooviiiiiiiieeeeeiiiiiieeeeeenn 552
NON-CASN INEIEST....ciiiiiiei ittt eeeanes 1,084
Tax benefit from exercise of StoCck OptioNS .........cooviiiiiiiiiiiiiiie e 53
Changes in assets and liabilities:
RECEIVADIES ... .. (10,069)
MerchandiSe INVENLOMIES ........uuuiieeeeiiiciiieeie e s e e e (10,917)
Prepaid expenses and other current assets .........cccccovviiiiiieeeeniiiiiieeeenn. (6,808)
Accounts payable and accrued eXpenSES .......cccccveeeevviiivieeeeee e e (10,022)
Other non-current assets and liabilities, Net............ccoociiin, 2411
Net cash provided (used) by operating activities...........ccccvviveeeiiiieee e, 2,128
Investing activities:
Purchases of property and eqUIPMENt .........cooveiiiiiiiiiiiee e e (9,035)
Net proceeds from sale of proprietary credit card accounts receivable ..............
Net cash provided (used) by investing activities...........cccceveeevivcivieee e, (9,035)
Financing activities:
Payments ON MOMJAGE .. ..ooeeiiiiieeiiiiee ettt et eenbe e e e sneees
Payment of fINANCING COSES ........uueiiiiiiii e
Common stock activity related to stock based compensation programs, net..... (603)
Repurchase of COMMON StOCK .........cooiiiiiiiiiiieii e (12,781)
Net cash provided (used) by financing activities ...........ccocccviveviee e (13,384)
Net increase (decrease) iN CaSh........c.uueiiiii e (24,547)
Cash and cash equivalents, beginning of period..........ccccccceeei i, 212,821
Cash and cash equivalents, end of period ..........ccccoiuiiiiiiiiiiiiiii e $188,274

Supplemental Disclosures of Cash Flow Information:

Cash paid during the period for INterest .........ccccvve e $ 301
Cash paid during the period for iNCOMe taxesS.........ooviuiiiiiiiiiiiiiieee e, $_ 1,022

See accompanying notes to condensed consolidated financial statements.

$ 20,922

1,391

11,730
(2,095)
306
1,056
2,794

(5,277)
7,842
396
(1,237)
1,703

39,531

(11,045)
57,800

46,755

(1,250)
(14)
9,449

8,185
94,471
30,037

$124,508

$ 354

$_ 2,581




ANNTAYLOR STORES CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Basis of Presentation

The condensed consolidated financial statements are unaudited but, in the
opinion of management, contain all adjustments (which are of a normal recurring
nature) necessary to present fairly the financial position, results of operations and cash
flows for the periods presented. All significant intercompany accounts and transactions
have been eliminated.

The results of operations for the 2003 interim period shown in this report are not
necessarily indicative of results to be expected for the fiscal year.

The February 1, 2003 condensed consolidated balance sheet amounts have
been derived from the previously audited consolidated balance sheet of AnnTaylor
Stores Corporation ("the Company").

Detailed footnote information is not included for the quarters ended May 3, 2003
and May 4, 2002. The financial information set forth herein should be read in
conjunction with the Notes to the Company's Consolidated Financial Statements
contained in the AnnTaylor Stores Corporation 2002 Annual Report to Stockholders.

2. Earnings per Share

Basic earnings per share is calculated by dividing net income by the weighted
average number of common shares outstanding during the period. Diluted earnings per
share assumes the issuance of additional shares of common stock by the Company
upon exercise of all outstanding stock options, conversion of all outstanding convertible
securities and vesting of unvested restricted stock, if the effect is dilutive.

In April 2002, the Company’s Board of Directors approved a 3-for-2 split of the
Company’s Common Stock, in the form of a stock dividend. One additional share of
Common Stock for every two shares owned was distributed on May 20, 2002 to
stockholders of record at the close of business on May 2, 2002. All share and per
share amounts for the period ended May 4, 2002 have been restated to reflect the
effect of the stock split:

[Tables next page]



ANNTAYLOR STORES CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

2. Earnings Per Share (continued)

Quarters Ended

May 3, 2003 May 4, 2002
(in thousands, except per share amounts)
Per Share Per Share

Income Shares Amount Income Shares Amount
Basic Earnings per Share
Income available to common stockholders $17,928 44,043 0.41 $20,922 43,978 0.48
Effect of Dilutive Securities
Stock options and restricted stock 266 721
Convertible Debentures 724 3,606 706 3,606
Diluted Earnings per Share
Income available to common stockholders $18,652 47,915 $0.39 $21,628 _48,305 $0.45

Options to purchase 2,768,893 and 875,625 shares of common stock during the
quarters ended May 3, 2003 and May 4, 2002, respectively, were excluded from the
above computations of weighted average shares for diluted earnings per share, due to
the antidilutive effect of the options’ exercise prices as compared to the average market
price of the shares of common stock during those periods.

3. Stock-based Awards

The Company accounts for stock-based awards and employees’ purchase rights
under the Associate Discount Stock Purchase Plan using the intrinsic value-based
method of accounting in accordance with Accounting Principles Board Opinion No. 25,
under which no compensation cost is recognized for stock option awards granted at fair
market value and employees’ purchase rights under the Associate Discount Stock
Purchase Plan. The Company has considered the optional fair value accounting
allowed under Statement of Financial Accounting Standard (“SFAS”) No. 148,
“Accounting for Stock-Based Compensation - Transition and Disclosure, an amendment
of Financial Accounting Standards Board (“FASB”) Statement No. 123", and has
elected to continue using the intrinsic value method. Had compensation costs of option
awards and employees’ purchase rights been determined under a fair value alternative
method as stated in SFAS No. 148 the Company would have been required to prepare
a fair value model for such options and employees’ purchase rights, and record such
amount in the consolidated financial statements as compensation expense. Restricted



ANNTAYLOR STORES CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

3. Stock-based Awards (continued)

stock awards result in the recognition of deferred compensation. Deferred
compensation is shown as a reduction of stockholders’ equity and is amortized to
operating expense over the vesting period of the stock award. Pro forma stock based
employee compensation costs, net income and earnings per share, as they would have
been recognized if the fair value method had been applied to all awards, are presented
in the table below.

Quarters Ended

May 3, May 4,
2003 2002
(dollars in thousands, except per share data)
Net income:
AS TEPONME ...c.vviiiiicie ettt ettt ettt $ 17,928 $ 20,922

Deduct: Total stock-based employee compensation

expense determined under fair value based

method for all awards, net of related tax effects. ..... (974) (898)
(o TN (o] 0o - S $_ 16,954 $__ 20,024

Basic earnings per share:

AS TEPONMEM .....veeviiciie ettt ettt et $ 0.41 $ 0.48

Pro fOrmMa . ...ooiieee et $ 0.38 $ 0.46
Diluted earnings per share:

AS TEPONMEM .....veeviiciie ettt ettt et $ 0.39 $ 0.45

Pro forma . ...oooeiiiiiic e $ 0.37 $ 0.43

4. Long-Term Debt

Long-term debt outstanding at May 3, 2003 was $122,515,000, which represents
the net carrying value of the Company’s convertible debentures on that date.



ANNTAYLOR STORES CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

5. Recent Accounting Pronouncements

On May 15, 2003 the Financial Accounting Standards Board (the “FASB”) issued
SFAS No. 150, “Accounting for Certain Financial Instruments with Characteristics of
both Liabilities and Equity”. SFAS No. 150 requires that an issuer classify financial
instruments that are within its scope as a liability. Many of those instruments were
classified as equity under previous guidance. Most of the guidance in SFAS No. 150 is
effective for all financial instruments entered into or modified after May 31, 2003, and
otherwise effective at the beginning of the first interim period beginning after June 15,
2003. Management is currently evaluating the provisions of SFAS No. 150, and does
not believe that it will have an impact on the Company’s consolidated financial
statements.

On April 30, 2003 the FASB issued SFAS No. 149, “Amendment of Statement
133 on Derivative Instruments and Hedging Activities”. SFAS No. 149 amends and
clarifies accounting for derivative instruments, including certain derivative instruments
embedded in other contracts, and for hedging activities under SFAS No. 133. SFAS No
149 is effective for contracts entered into or modified after June 30, 2003.
Management is currently evaluating the provisions of SFAS No. 149, and does not
believe that it will have a significant impact on the Company’s consolidated financial
statements.

In January 2003, the FASB issued FASB Interpretation (“FIN”) No. 46,
“Consolidation of Variable Interest Entities — an Interpretation of Accounting Research
Bulletin No. 51”. FIN No. 46 requires unconsolidated variable interest entities to be
consolidated by their primary beneficiaries if the entities do not effectively disperse the
risks and rewards of ownership among their owners and other parties involved. The
provisions of FIN No. 46 are applicable immediately to all variable interest entities
created after January 31, 2003 and variable interest entities in which a company
obtains an interest after that date. For variable interest entities created before January
31, 2003, the provisions of this interpretation are effective July 1, 2003. Management
has determined FIN No. 46 will have no impact on the Company’s consolidated
financial statements.



Item 2. Management's Discussion and Analysis of Financial Condition and
Results of Operations

Results of Operations
Quarters Ended

May 3, 2003 May 4, 2002

Number of Stores:

Open at beginning Of Period...........ooouiiiiiiiiii e 584 538
Opened during PEriOd ...........uviiiiie e 18 13
Expanded or remodeled during period® ...........ccccceeeeiiiiiiiieeiee e, 1
Closed during PeriOd.........c.uuvriiiiee i a e e
Open at end Of PEriod ...........ooiiii i 602 551
Type of Stores Open at End of Period:
ANN TAYIOF STOFES ...ttt e e e 351 343
ANN Taylor LOft STOrES....civie i 224 188
ANN Taylor FACLOrY STOMES........uuiiiiiiieiiiiiieiee e 27 20

* Expanded stores are excluded from comparable store sales for the first year following expansion.

Quarter Ended May 3, 2003 Compared to Quarter Ended May 4, 2002

The Company's net sales in the first quarter of fiscal 2003 increased to
$352,017,000 from $345,392,000 in the first quarter of fiscal 2002, an increase of
$6,625,000, or 1.9 percent. By division, net sales for the first quarter of fiscal 2003,
were $201,326,000 for Ann Taylor and $119,923,000 for Ann Taylor Loft. The overall
sales increase was primarily the result of an increase in the number of stores open as
compared to last year. Comparable store sales for the first quarter of fiscal 2003
decreased 6.5 percent, compared to an increase of 0.1 percent in the first quarter of
fiscal 2002. Comparable store sales by division were down 8.1 percent for Ann Taylor
and down 2.8 percent for Ann Taylor Loft. Management believes that the decrease in
comparable store sales was, in part, the result of client dissatisfaction with certain of the
Company’s product offerings and merchandise assortment available in Ann Taylor
stores.

Gross margin as a percentage of net sales decreased slightly to 53.7 percent in

the first quarter of fiscal 2003, compared to 54.0 percent in the first quarter of fiscal
2002.
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Selling, general and administrative expenses were $158,618,000, or 45.1
percent of net sales, in the first quarter of fiscal 2003, compared to $151,081,000, or
43.7 percent of net sales, in the first quarter of fiscal 2002. The increase in selling,
general and administrative expenses as a percentage of sales was primarily the result
of an overall deleveraging of expenses due to negative comparable store sales, and
higher tenancy and new store operations expenses. These increases were partially
offset by a decrease in the provision for management performance bonus. Additionally,
2002 was favorably impacted by the $2,095,000 gain on the sale of the Ann Taylor
proprietary credit card.

As a result of the foregoing factors, the Company had operating income of
$30,397,000, or 8.6 percent of net sales, in the first quarter of fiscal 2003, compared to
$35,482,000, or 10.3 percent of net sales, in the first quarter of fiscal 2002.

Interest income was $688,000 in the first quarter of fiscal 2003, compared to
$516,000 in the first quarter of fiscal 2002. The increase is attributable to higher cash
on hand, partially offset by lower interest rates.

Interest expense was $1,694,000 in the first quarter of fiscal 2003, compared to
$1,699,000 in the first quarter of fiscal 2002.

The income tax provision was $11,463,000, or 39 percent of income before
income taxes, in the first quarter of fiscal 2003, compared to $13,377,000, or 39
percent of income before income taxes, in the first quarter of fiscal 2002.

As a result of the foregoing factors, the Company had net income of
$17,928,000, or 5.1 percent of net sales, for the first quarter of fiscal 2003, compared to
$20,922,000, or 6.1 percent of net sales, for the first quarter of fiscal 2002.

AnnTaylor Stores Corporation conducts no business other than the management
of Ann Taylor.

Financial Condition

For the first quarter of fiscal 2003, net cash used by operating activities totaled
$2,128,000, primarily as a result of an increase in working capital. Cash used by
investing activities during the first quarter of fiscal 2003 amounted to $9,035,000, for the
purchase of property and equipment. Cash used by financing activities during the first
qguarter of fiscal 2003 amounted to $13,384,000 due primarily the Company’s
repurchase of common stock.

-11 -



Merchandise inventories were $196,401,000 at May 3, 2003, compared to
inventories of $185,484,000 at February 1, 2003. Merchandise inventories at May 3,
2003 and February 1, 2003 included approximately $31,589,000 and $41,771,000,
respectively, of inventory associated with the Company's sourcing division, which is
primarily finished goods in transit from factories. On a per square foot basis,
inventories at the end of the first quarter of fiscal 2003, including inventories attributable
to the Company’s sourcing division, were up approximately 3 percent compared to
inventories at the end of fiscal 2002.

Total fiscal 2003 capital expenditures, which are primarily attributable to the
Company's store expansion, renovation and refurbishment programs, and the
investment in information systems, are expected to be approximately $85,000,000. For
the three months ended May 3, 2003, capital expenditures totaled $9,035,000, net of
landlord construction allowances. During the first three months of fiscal 2003, the
Company opened one new Ann Taylor store and 17 new Ann Taylor Loft stores. For
the remainder of fiscal 2003, the Company expects to open 10 additional Ann Taylor
stores, 49 additional Ann Taylor Loft stores and one Ann Taylor Factory store.

In order to finance its operations and capital requirements, the Company expects
to use internally generated funds, trade credit and funds available to it under its credit
facility. The Company believes that cash flow from operations and funds available
under the credit facility are sufficient to enable it to meet its on-going cash needs for its
business, as presently conducted, for the foreseeable future.

In April 2002, the Company’s Board of Directors approved a 3-for-2 stock split of
the Company’s Common Stock in the form of a stock dividend. One additional share of
Common Stock for every two shares owned was distributed on May 20, 2002 to
stockholders of record at the close of business on May 2, 2002. All share and per
share amounts for the period ended May 4, 2002 have been restated to reflect the
effect of the stock split.

In August 2002, the Company’s Board of Directors authorized a $50 million
securities repurchase program. The repurchase program is subject to compliance with
the Company’s revolving credit agreement. Pursuant to this program, purchases of
shares of the Company’s Common Stock and/or its Convertible Debentures due 2019
may be made from time to time, subject to market conditions and at prevailing market
prices, through open market purchases or in privately negotiated transactions.
Repurchased shares of Common Stock will become treasury shares available for
general corporate and other purposes. Repurchased Convertible Debentures will be
cancelled. The Company repurchased 680,000 shares of its common stock during the
first quarter of 2003 in connection with this securities repurchase program, at a total
cost of approximately $12,800,000.

-12 -



Recent Accounting Pronouncements

On May 15, 2003 the FASB issued SFAS No. 150, “Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity”. This
Statement requires that an issuer classify financial instruments that are within its scope
as a liability. Many of those instruments were classified as equity under previous
guidance. Most of the guidance in SFAS No. 150 is effective for all financial
instruments entered into or modified after May 31, 2003, and otherwise effective at the
beginning of the first interim period beginning after June 15, 2003. Management is
currently evaluating the provisions of this statement, and does not believe that it will
have an impact on the Company’s consolidated financial statements.

On April 30, 2003 the FASB issued SFAS No. 149, “Amendment of Statement
133 on Derivative Instruments and Hedging Activities”. SFAS 149 amends and clarifies
accounting for derivative instruments, including certain derivative instruments
embedded in other contracts, and for hedging activities under Statement 133. This
Statement is effective for contracts entered into or modified after June 30, 2003.
Management is currently evaluating the provisions of this statement, and does not
believe that it will have a significant impact on the Company’s consolidated financial
statements.

In January 2003, the FASB issued FASB Interpretation (“FIN”) No. 46,
“Consolidation of Variable Interest Entities — an Interpretation of Accounting Research
Bulletin No. 51”. FIN No. 46 requires unconsolidated variable interest entities to be
consolidated by their primary beneficiaries if the entities do not effectively disperse the
risks and rewards of ownership among their owners and other parties involved. The
provisions of FIN No. 46 are applicable immediately to all variable interest entities
created after January 31, 2003 and variable interest entities in which a company
obtains an interest after that date. For variable interest entities created before January
31, 2003, the provisions of this interpretation are effective July 1, 2003. Management
has determined FIN No. 46 will have no impact on the Company’s consolidated
financial statements.

Critical Accounting Policies
Management has determined that the Company’s most critical accounting

policies are those related to merchandise inventory valuation, intangible asset
impairment, income taxes and pension accounting.

-13-



Inventory is valued at the lower of average cost or market, at the individual item
level. Market is determined based on the estimated net realizable value, which is
generally the merchandise selling price. Inventory levels are monitored to identify slow-
moving merchandise and broken assortments (items no longer in stock in a sufficient
range of sizes) and markdowns are used to clear such merchandise. Inventory value is
reduced immediately when the selling price is marked below cost. Physical inventory
counts are performed annually each January, and estimates are made for shortage
during the period between the last physical inventory count and the balance sheet date.

The Company follows SFAS No. 142, “Goodwill and Other Intangible Assets”.
This accounting standard requires that goodwill and indefinite life intangible assets are
no longer amortized but are subject to annual impairment tests. Other intangible assets
with finite lives will continue to be amortized over their useful lives. The Company
performs impairment testing annually using net discounted future cash flows to
determine whether an impairment charge related to the carrying value of the
Company’s recorded goodwill is necessary. The most recent impairment tests did not
result in an impairment charge. In the case of long-lived tangible assets, if the
undiscounted future cash flows related to the long-lived assets are less than the assets’
carrying value, a similar impairment charge would be considered. Management’s
estimate of future cash flows is based on historical experience, knowledge, and market
data. These estimates can be affected by factors such as those outlined in the
Statement Regarding Forward-Looking Disclosures.

The Company follows SFAS No. 109 “Accounting for Income Taxes,” which
requires the use of the liability method. Deferred tax assets and liabilities are
recognized based on the differences between the financial statement carrying value of
existing assets and liabilities and their respective tax bases. Inherent in the
measurement of these deferred balances are certain judgments and interpretations of
existing tax law and other published guidance as applied to the Company’s operations.
No valuation allowance has been provided for deferred tax assets, since management
anticipates that the full amount of these assets should be realized in the future. The
Company’s effective tax rate considers management’s judgment of expected tax
liabilities in the various taxing jurisdictions within which it is subject to tax. The
Company has also been involved in both foreign and domestic tax audits. At any given
time, many tax years are subject to audit by various taxing authorities.

-14-



All full-time employees of the Company who have been employed by the
Company for at least one year are covered under a noncontributory defined benefit
pension plan. The Company’s funding obligations and liability under the terms of the
plan are determined using certain actuarial assumptions, including a discount rate and
an expected long-term rate of return on plan assets. The assumptions used are based
on current market conditions and historical analysis, and can be affected by a variety of
factors. Management believes that it has taken reasonable steps to ensure that the
plan is adequately funded and the Company is adequately accrued for costs related to
the pension plan.

Management believes these critical accounting policies represent the more
significant judgments and estimates used in the preparation of the Company’s
consolidated financial statements.

Statement Regarding Forward-Looking Disclosures

Sections of this Quarterly Report on Form 10-Q, including the preceding
Management's Discussion and Analysis of Financial Condition and Results of
Operations, contain various forward-looking statements, made pursuant to the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. The forward-
looking statements may use the words "expect”, "anticipate”, "plan”, "intend", "project",
"believe” and similar expressions. These forward-looking statements reflect the
Company’s current expectations concerning future events, and actual results may differ
materially from current expectations or historical results. Any such forward-looking
statements are subject to various risks and uncertainties, including failure by the
Company to predict accurately client fashion preferences; decline in the demand for
merchandise offered by the Company; competitive influences; changes in levels of
store traffic or consumer spending habits; effectiveness of the Company's brand
awareness and marketing programs; general economic conditions or a downturn in the
retail industry; the inability of the Company to locate new store sites or negotiate
favorable lease terms for additional stores or for the expansion of existing stores; lack
of sufficient consumer interest in the Company’s Online Store; a significant change in
the regulatory environment applicable to the Company's business; an increase in the
rate of import duties or export quotas with respect to the Company's merchandise;
financial or political instability in any of the countries in which the Company’s goods are
manufactured; the potential impact of health concerns relating to severe acute
respiratory syndrome, particularly on manufacturing operations of the Company’s
vendors in Asia and elsewhere; acts of war or terrorism in the United States or
worldwide; work stoppages, slowdowns or strikes; and other factors set forth in the
Company’s filings with the SEC. The Company does not assume any obligation to
update or revise any forward-looking statements at any time for any reason.
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ltem 4. Controls and Procedures

Under the supervision and with the participation of the Company’s management,
including the Chief Executive Officer and Chief Financial Officer, the Company has
conducted an evaluation of the effectiveness of the design and operation of its
disclosure controls and procedures (as such term is defined in Rules 13a-14(c) and
15d-14(c) under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) as of a date within 90 days of the filing of this quarterly report (the “Evaluation
Date”). There are inherent limitations to the effectiveness of any system of disclosure
controls and procedures, including the possibility of human error and the circumvention
or overriding of the controls and procedures. Accordingly, even effective disclosure
controls and procedures can only provide reasonable assurance of achieving their
control objectives. Based on such evaluation, the Chief Executive Officer and Chief
Financial Officer have concluded that, as of the Evaluation Date, the Company’s
disclosure controls and procedures are effective in alerting them on a timely basis to
material information relating to the Company (including its consolidated subsidiaries)
required to be included in the Company’s reports filed or submitted under the Exchange
Act. There were no significant changes in the Company’s internal controls or in other
factors that could significantly affect such controls subsequent to the Evaluation Date,
including any corrective actions with regard to significant deficiencies and material
weaknesses.
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PART Il. OTHER INFORMATION

Item 4. Submission of Matters to a Vote of Security Holders

AnnTaylor Stores Corporation’s 2003 Annual Meeting of Stockholders was held

on May 1, 2003. The following matters were voted upon and approved by the
Company’s stockholders at the meeting:

1.

Messrs. Gerald S. Armstrong and Wesley E. Cantrell, and Ms. Hanne M. Merriman,
were re-elected as Class Il Directors of the Company for terms expiring in 2006, or
until their respective successors are elected and qualified. 38,241,680, 39,720,356
and 38,239,321 shares were voted in favor of, no shares were voted against, and
2,943,517, 1,464,841, and 2,945,876 shares abstained from voting on, the re-
election of Messrs. Armstrong and Cantrell, and Ms. Merriman, respectively.

The material terms of the performance goals under the Company’s Long Term
Cash Incentive Compensation Plan, as amended, were re-approved. 39,923,212
shares were voted in favor of, 1,241,264 shares were voted against and 20,721
shares abstained from voting on, this proposal.

The Company’s 2003 Equity Incentive Plan, adopted by the Board of Directors, was
approved. 33,334,806 shares were voted in favor of, 7,831,165 shares were voted
against and 19,226 shares abstained from voting on, this proposal.

The engagement of Deloitte & Touche LLP as the Company’s independent auditors
for the 2003 fiscal year was ratified. 35,785,987 shares were voted in favor of,
5,386,739 shares were voted against and 12,471 shares abstained from voting on,
this proposal.
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Item 6. Exhibits and Reports on Form 8-K
(@) Exhibits:
Exhibit
Number Description
10.1 First Amendment to the AnnTaylor Stores Corporation 2002

Stock Option and Restricted Stock and Unit Award Plan,
effective as of March 11, 2003.

10.2 Employment Agreement, dated as of March 28, 2003,
between the Company and Jerome Jessup.

10.3 AnnTaylor Stores Corporation 2003 Equity Incentive Plan.

99.1 Certification of chief executive officer pursuant to Section

906 of the Sarbanes-Oxley Act of 2002.

99.2 Certification of chief financial officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.

(b) Reports on Form 8-K:
The following reports on Form 8-K were filed during the quarter covered by

this report:
Date of Report Iltem(s) Reported
2/6/2003 ltem 5 and Iltem 7
3/11/2003 Item 5 and Iltem 7
4/10/2003 ltem 7 and Iltem 9

The report on Form 8-K dated March 11, 2003 included the Company’s Condensed
Consolidated Statements of Operations for the quarters and fiscal years ended
February 1, 2003 and February 2, 2002 and Condensed Consolidated Balance Sheets
at February 1, 2003 and February 2, 2002.
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SIGNATURES

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

AnnTaylor Stores Corporation

Date: _June 13, 2003 By: [s/J. Patrick Spainhour
J. Patrick Spainhour
Chairman and Chief Executive
Officer

Date: _June 13, 2003 By: [s/James M. Smith
James M. Smith
Senior Vice President,
Chief Financial Officer and
Treasurer
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CERTIFICATION

[, J. Patrick Spainhour, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of AnnTaylor Stores Corporation;

Based on my knowledge, this quarterly report does not contain any untrue statement of
a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this quarterly report;

Based on my knowledge, the financial statements, and other financial information
included in this quarterly report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this quarterly report;

The registrant's other certifying officer and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in
which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures
as of a date within 90 days prior to the filing date of this quarterly report (the
"Evaluation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the
disclosure controls and procedures based on our evaluation as of the Evaluation
Date;

The registrant's other certifying officer and | have disclosed, based on our most recent
evaluation, to the registrant's auditors and the audit committee of registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant's ability to record, process, summarize and
report financial data and have identified for the registrant's auditors any material
weaknesses in internal controls; and
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b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant's internal controls; and

6. The registrant's other certifying officer and | have indicated in this quarterly report
whether or not there were significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the date of our most recent
evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date: _June 13, 2003 /s/J. Patrick Spainhour
J. Patrick Spainhour
Chairman and Chief Executive
Officer
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CERTIFICATION

[, James M. Smith, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of AnnTaylor Stores Corporation;

Based on my knowledge, this quarterly report does not contain any untrue statement of
a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this quarterly report;

Based on my knowledge, the financial statements, and other financial information
included in this quarterly report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this quarterly report;

The registrant's other certifying officer and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in
which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures
as of a date within 90 days prior to the filing date of this quarterly report (the
"Evaluation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the
disclosure controls and procedures based on our evaluation as of the Evaluation
Date;

The registrant's other certifying officer and | have disclosed, based on our most recent
evaluation, to the registrant's auditors and the audit committee of registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant's ability to record, process, summarize and
report financial data and have identified for the registrant's auditors any material
weaknesses in internal controls; and
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b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant's internal controls; and

6. The registrant's other certifying officer and | have indicated in this quarterly report
whether or not there were significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the date of our most recent
evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date: June 13, 2003 /s/ James M. Smith
James M. Smith
Senior Vice President,
Chief Financial Officer and
Treasurer
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Exhibit Index

Exhibit

Number Description

10.1 First Amendment to the AnnTaylor Stores Corporation 2002 Stock Option
and Restricted Stock and Unit Award Plan, effective as of March 11, 2003.

10.2 Employment Agreement, dated as of March 28, 2003, between the
Company and Jerome Jessup.

10.3 AnnTaylor Stores Corporation 2003 Equity Incentive Plan.

99.1 Certification of chief executive officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.

99.2 Certification of chief financial officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
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