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INSPIRING CONNECTING WITH WOMEN

TO PUT THEIR BEST SELVES FORWARD EVERY DAY

At ANN IN WE GET WOMEN Real women live ever more complicated

lives They uggle more activities play more roles and carry more expectations

But what women value is what they have always valued connecting with others

making smart choices looking and feeling great Living
life

fully means women

choose to play all their roles with confidence and style
That is why were here
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TO OUR SHAREHOLDERS

am pleased to report
that 2012 was another

outstanding year
for ANN INC We delivered

excellent results financially including record

earnings per share and double-digit growth in

net income This performance
reflected our third

consecutive year
of positive comparable sales and

fourth year of operating profit expansion The results

were driven by the strength of our product offering

at both Ann Taylor and LOFT and by the positive

impact
of our strategic initiatives And we are

poised to continue our progress in 2013

Key to our success has been our clear focus on

strengthening our connection to our client Having

the right product is critical part of the equation

but weve also worked hard to enhance the value

that we are offering and to provide her with more

engaging personalized and convenient shopping

experience
These initiatives have been well-received

and are creating exciting new opportunities to serve

our clients and grow our business

RECORD EARNINGS PER SHARE

For the
year we achieved record earnings per

share

driven by both higher sales and increased profitability

Total net sales increased to $2.4 billion up

7% from $2.2 billion in fiscal 2011

Comparable sales were up more than 3%

Gross margin rate grew to strong 54.8%

Net income for the
year rose 19% to $103 million

And diluted earnings per
share reached

record $2.10 up nearly 30% from $1.64 in

fiscal
year

2011

Based on this strong performance and healthy cash

generation we ended the
year

with $167 million

in cash and no bank debt

In addition reflecting our ongoing commitment to

enhance value for shareholders we repurchased nearly

five million shares over the course of the year representing

approximately 10% of our outstanding shares

ANN TAYLOR BRAND

Ann Taylor remains the go-to
destination for her

wear-to-work wardrobe offering chic confident
style

for nearly 60 years During 2012 we implemented

multi-part strategy to drive higher sales productivity

and
profitability

from this iconic lifestyle
brand And

we are achieving positive
resultsl

Our strategy
has included offering her more

fashion in more stores adding more selection at

approachable price points becoming more

surgical in our promotional activity and providing

her with more engaging shopping experience

As result of these initiatives the brand was

successful in driving significantly higher profitability

on comparable soles increase of 1% for 2012

We look forward to building on our solid progress

in 2013 and beyond
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LOFT BRAND

The LOFT brand continues to differentiate itself

as THE destination for great everyday fashion at

affordable prices The brands successful formula

resonates with women of all ages and has enabled

us to attract an incredibly engaged and loyal

client who loves our fashion as well as the value

she is getting

ANNUAL REPORT 2012



During 2012 comparable sales for the LOFT brand

increased nearly 5% And with its widespread

appeal LOFT continues to offer significant growth

potential Weve been successful in expanding

the brands market share and this will continue to

be focus of our marketing online and real estate

strategies We are very excited about LOFTs

long-term prospectsl

STRATEGIC INITIATIVES

Our strategic initiatives played an integral role in our

success in 2012 and will continue to contribute to

our growth in 2013 and beyond These strategies

are enabling us to expand the reach of our brands

to attract new clients and to interact with our existing

clients in new ways This in turn is providing

opportunities for us to increase sales productivity

and
profitability across our business Specifically

we are focused on

Continuing to grow our e-commerce business

Our online sales have increased at strong

double-digit rate reflecting our investment and

success in continuing to grow this channel During

2012 we significantly enhanced the online

shopping experience at both brands through the

addition of new features and functionality and

the response has been terrificl

As part of our growth strategy in 2013 we

recently launched international shipping to more

than 100 countries worldwide This is key

step forward as we continue to build the online

business and to expand the global reach of both

brands In addition selling internationally through

e-commerce will provide further insight as to where

significant demand exists outside of the U.S as

we consider future opportunities

Expanding our multi-channel initiative In todays

world clients are increasingly shopping both

in-store and online Our objective is to offer

her seamless access to our inventory no matter

where it sits During 2012 we launched the first

phase of our multi-channel
initiative which is

enabling us to fulfill online orders with inventory

located in our stores The results to date have

been outstandingl Not only are we better

positioned to meet client demand but we are

also better able to maximize our inventory

investment to drive increased sales and

profitability We are in the early stages of this

initiative and believe it represents significant

opportunity in the years to come

Executing on our real estate strategy Our

real estate strategy has focused on enhancing the

productivity of our store fleet at both brands while

expanding our presence to new markets In total

we opened 63 new stores in 2012
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At Ann Taylor our strategy has primarily focused

on converting stores to our smaller more productive

new concept format We also refreshed 100

locations last fall with minimal investment to reflect

the brands modern aesthetic As result at

year-end approximately two-thirds of our store

fleet has now been remodeled or refreshed to

better
represent the aspirational positioning of the

brand Clients have responded very positivelyl

In 2013 we look forward to continuing to

right-size our store footprint and further elevate

the aesthetic of our Ann Taylor fleet

ANN INC















11



12



Hy

/0y

100 ajh

lfvO/ 105

his

/00 hr

acia

/1 fl

14
09s

Ai lay rn

16 14

CmMa Hace Air

1064 14 5.\.// IorbH

OBeIng sr/rtrnsr In

.everyttsr 119
abc

1ornp bee ncr roll mu ly

cc rt evas 1111 901 nIl IF al

seo iT
/a

1/mIs IF cr1

shams /1. no 051

9cr ens /vsHrn late 19 FT

Tinses FTqmiare

1111 111111 11/

and rn.oker rFrrrms 1frrI

ic/ca 1111.1 irvey ci O/

13



\s\ \\ 011

14



ANN INC

15



N\LN IA

IT Gil GUT

NET SALES OPERATING CASH FLOW
in biihons in mi//ions

$259

$2.4

$2.2 $2.2

$2.0
$208

$1.8
$173

$164

$134

08 09 10 11 12 08 09 10 11 12

DILUTED EARNINGS SGA EXPENSES
PER SHARE AS OF NET SALES

52.9%

47.8%
49.4%

48.0% 47.8%

$2.10
$1.64

.$582__$0.32

08 09 10 11 12 08 09 10 11 12

For additional financial highlights see Part II Item in the ANN INC Form 10-K included herein
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February January 28 January 29 January 30 January 31

dc//ann and uharen rn thauuandn 2013 2012 2011 2010 2009

eucept per share data

Net nalen $2375509 $2212493 $1980195 $1828523 $2194559

Camparable ntare na/en rncreane/decreane 3.3% 6.8% 10.7% 174% 13 4%

Operating incame befare
restructuring

and impairment charges 166791 145499 125414 27732 4246

Rentructnring and impairment chargen
li 5624 51686 375883

Operating incame/Iaun 166791 145499 119790 23954 371637

Net incame/Uann 102585 86566 73397 18208 333906

Weighted average diluted shares autntanding 48094 52029 58110 56782 57366

Diluted earningn//ann per nhare 2.10 164 1.24 0.32 82

Inventary turns 5.Ox 4.9x 4.8x 4.9x 5.4n

Return an average egnrty
27.4% 220% 175% 4% 53 2%

All tiscnl yens tnr which tinnncinl internnrien is set tnrth abnve cnntnin 52 weeks eecept ter the tiscnl yen ceded Februnry 203 which includes 53 weeks

In hirnrl 20i rlrvrv were $5.6 million in chorgen onnociared wirt ihe Compouyn molri yenr nrroregic renrncruring progrom including non- cosh irnpoirorenr rhnrgcn relorod rn rrore closings

and cash rlrrrrgvs
tar severance aod other cosrs ro implemeorrhe program rhe Renrrucrvring Charges In Fincol 2009 rhere were $36.4 million in Reslrucoring Charges

ond on oddirionol

$15.3 nriliiorr in 000 cant onner irepoirmenr charges In Fiscal 2008 rhvre were $697 million in Resrracruring Chargen on oddirionol $29.6 erillioo in non- conh amer impoirarenr chorgen nod

$286.6 million
in goodwill impoirmeul charges
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BOARD OF DIRECTORS ANIN NC EXECUTIVES

RONALD HOVSEPIAN 123 KAY KRILL

Non-Executive CHairman of the Board President and Chief Executive Officer

ANN INC

President and Chief Executive Officer MICHAEL NICHOLSON

IntroLinks Hodings Inc Executive Vice President

Chief Operating Officer and Chief Financial Officer

KAY KRILL

President and Chief Executive Officer RI LYNCH

ANN NC Brand President Ann Taylor division

JAMES BURKE JR GARY MUTO
Founder and Managing Member Brand President LOFT division

Burke Capital Partners LLC

JUSTIN MACFARLANE

MICHELLE GAS Senior Vice President Corporate Strategy

President Starbucks Europe Middle East Africa

Starbucks Coffee Company MARK MORRISON

Executive Vice President

DALE HILPERT Human Resources and Store Operations

Former Chairman President and

Chief Executive Officer Footstar Inc KATHERINE HARGROVE RAMUN DO
Executive Vice President

LINDA HUETT General Counsel and Corporate Secretary

Former Chief Executive Officer

Weight Watchers International Inc MAT SI GE

Executive Vice President E-Commerce

MICHAEL PLANSKY

Retired Partner PAULA ZUSI

KPMG LLP Executive Vice President

Chief Supply Chain Officer

STACEY RAUCH

Retired Senior Partner
ANN INC Eoeccve Officer

Director Emeritus

McKinsey Company Inc

MICHAEL TRAPP

Retired Partner

Ernst Young LLP

DANIEL YIH

Chief Operating Officer

Starwood Capital Group

A5dit Committee

compensation
Committee

Nominotieg and Corporate Governance Committee
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SHAREHOLDER INFORMATION

CORPORATE OFFICES

Times Square New York NY 10036

1800.677.6788 or 212.541.3300

ANNUAL MEETING

The 2013 Annual Meeting of Stockholders

will be held at 800 AM local time on

Thursday May 30 2013 at the ANN INC

corporate offices at Times Square

New York NY 10036

COPY OF OUR ANNUAL REPORT

ON FORM 10-K FOR THE FISCAL

YEAR ENDED FEBRUARY 2013

IS AVAILABLE ON OUR WEBSITE

AT HTTP//INVESTOR.ANNINC.COM

INFORMATION UPDATES

Information about ANN INC including

recent filings
with the Securities and

Exchange Commission and quarterly

earnings results is available on our

website at http//investor.anninc.com

STOCK EXCHANGE LISTING

The common stock of ANN INC is listed

for trading on the New York Stock Exchange

Trading Symbol ANN

REGISTRAR AND TRANSFER AGENT

Questions about shares registered in

your name change of name or address

lost stock certificates and related matters

should be directed to our Registrar

and Transfer Agent

ANN INC

c/o Computershare

P.O Box 43006

Providence RI 02940-3006

1.800.851.9677

www.computershare.com

INDEPENDENT REGISTERED PUBLIC

ACCOUNTING FIRM

Deloitte Touche

New York NY

www.deloitte.com

COME VISIT US E-COMMERCE

To purchase products review the current

collections see list of store locations

and get additional information visit

www.anntaylor.com www.LOFl.com

and www.anninc.com
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington D.C 20549

FORM 10-K
Mark One

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

For the fiscal year ended February 2013

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES

For the transition period from ______ to ______

Commission File No 1-10738

ANN INC
Exact name of registrant as specified in its charter

DELAWARE 13-3499319

State or other
jurisdiction

of I.R.S Employer

incorporation or organization Identification Number

Times Square New York NY

Address of principal executive offices Zip Code

212 541-3300

Registrants telephone number including area code

Securities registered pursuant to Section 12b of the Act

Title of Each Class Name of each exchange on which registered

Common Stock $.0068 Par Value The New York Stock Exchange

Securities registered pursuant to Section 12g of the Act None

Indicate by check mark if the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities Act Yes tEl No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15d of the

Act YesD No

Indicate by check mark whether registrant has filed all reports required to be filed by Section 13 or 15d of the Securities

Exchange Act of 1934 during the preceding 12 months or for such shorter period that the registrant was required to file such reports and

has been subject to such filing requirements for the past 90 days Yes lEt No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website if any every

Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T 232.4O5 of this chapter during the

preceding 12 months or for such shorter period that the registrant was required to submit and post such files Yes lEt No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K 229.405 of this chapter is not

contained herein and will not be contained to the best of registrants knowledge in definitive proxy or information statements incorporated

by reference in Part III of this Form 10-K or any amendment to this Form 10-K

Indicate by check mark whether the registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller

reporting company See the definitions of large accelerated filer accelerated filer and smaller reporting company in Rule 12b-2 of the

Exchange Act

Large accelerated filer tEl Accelerated filer Non-accelerated filer Smaller reporting company

Indicate by check mark whether the registrant is shell company as defined in Rule 12b-2 of the Act Yes No lEt

The aggregate market value of the registrants voting stock held by non-affiliates of the registrant as of July 28 2012 was

$1252248299

The number of shares of the registrants common stock outstanding as of March 2013 was 46604419

Documents Incorporated by Reference

Portions of the Registrants Proxy Statement for the Registrants 2013 Annual Meeting of Stockholders to be held on May 30 2013 are incorporated by

reference into Part III

10036
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Statement Regarding Forward-Looking Disclosures

This Annual Report on Form 10-K this Report includes and incorporates by reference certain forward-looking statements

made pursuant to the safe harbor provisions ofthe Private Securities Litigation Reform Act of 1995 The forward-looking statements

may use the words expect anticipate plan intend project maybelieve and similarexpressions These forward-

looking statements reflect the current expectations of ANN INC 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 without limitation those discussed in the sections of this Report entitled Business Risk Factors and Managements
Discussion and Analysis of Financial Condition and Results of Operations ANN INC does not assume any obligation to publicly

update or revise any forward-looking statements at any time for any reason

PART

ITEM Business

Overview

ANN INC through its wholly-owned subsidiaries is leading national specialty retailer of womens apparel shoes and

accessories sold primarily under the Ann Taylor and LOFT brands We were incorporated in the State of Delaware in 1988

and changed our name to ANN INC in March 2011 For more than half century we have evolved with the needs of real women
who live full active lives Our values are her values We understand that woman expresses herself through what she wears at

work at home and at play To meet her needs we design pieces for her life and her changing roles to help her look and feel

confident and beautiful We create rich experiences that connect with her wherever she is inspire her style and simplify her choices

We are committed to and driven by simple but important mission to inspire and connect with our clients to put their

best selves forward every day This is evident in our strong brands as well as in our commitment to operate our business responsibly

and thoughtfully This commitment means that our clients can look and feel great about the clothes that they wear and that as

business we are holding ourselves to high standards It means forging strong partnerships with our suppliers so that our products

are made ethically It means investing in new programs and innovation to minimize our impact on the environment And it means

making meaningful contributions to our communities

Our rich heritage dates back to 1954 when we opened our first Ann Taylor store in New Haven Connecticut Back then

Ann Taylor represented best-selling dress style that embodied the well-dressed woman Today we operate 984 retail stores

in 47 states the District of Columbia Puerto Rico and Canada comprised of 275 Ann Taylor stores 512 LOFT stores 101 Arm

Taylor Factory stores and 96 LOFT Outlet stores In addition to our stores our clients can shop online at www.anntaylor.com and

www.LOFT.com together our Online Stores or by phone at 1-800-DIAL-ANN and -888-LOFT-444

Unless the context indicates otherwise all references to we our us and the Company refer to ANN INC and its

wholly-owned subsidiaries

Brands

Ann Taylor

At Ann Taylor we champion the modern working woman and her love of fashion in everything we do For generations we

have striven to be her go-to style destination for every aspect of her life Ann Taylor competes in the affordable luxury price

category and offers clients high-quality collection of beautiful wear-now pieces and unique combination of fashion work and

flattering fit The goal at Ann Taylor is to help our clients feel confident feminine and successful

LOFT

At LOFT we believe the best relationships are built on trust and an amazing wardrobe Originally established in 1996 as

an extension ofthe Ann Taylor brand LOFT has evolved into national brand that competes in the upper-moderate price category

and has become trusted personal stylist to its clients by connecting with them on genuine level equal parts expert confidante

and friend who tells it like it is We give our clients fashion advice ideas and inspiration that make her style aspirations attainable

We believe in offering versatile accessible and affordable fashion with undeniably feminine appeal special and unexpected details

and flattering fit



Business Strategy

We are committed to growing our business through multi-channel retail strategy Our goal is to assist our clients in accessing

our brands whenever wherever and however they choose to shop In support of this we successfully launched the first phase of

our multi-channel initiative during the third quarter of Fiscal 2012 allowing store order fulfillment of internet sales In Fall 2012

we also opened our first stores in Canada building on strong brand awareness across the border and marking the first step in

expanding our brands internationally In the early part of Fiscal 2013 we plan to build on this momentum by continuing to open

stores in Canada and by adding international shipping capabilities to our Online Stores providing clients in certain countries

outside the United States access to our brands and enabling us to assess further potential international expansion opportunities

Our efforts thus far have been focused on increasing sales gross margin rate performance and the overall profitability of

our existing brands In addition to the above actions we have focused considerable attention on optimizing our store portfolio in

order to improve 4-wall profitability and better serve our clients This combined with focus on improving the brand aesthetic

in our stores and building on our exceptional client service will allow us to provide an optimal in-store shopping experience for

our Ann Taylor and LOFT clients

Over the longer term we will continue to evaluate organic growth opportunities including new merchandise offerings and

brand extensions as we successfully did with LOFT and our Aim Taylor wedding and LOFT maternity merchandise collections

In addition we will continue to evaluate inorganic opportunities such as acquisitions when our research indicates that such an

opportunity will complement our current brands and merchandise offerings and is in the best interest of our associates clients and

shareholders Our primary focus however remains on our core Ann Taylor and LOFT brands

Retail Stores

Our stores are located in malls specialty or lifestyle centers downtown or village locations and destination shopping centers

We open new stores in markets that we believe have sufficient concentration of our target clients We also optimize the size andl

or location of existing stores as demographic conditions warrant and sites become available In addition we regularly evaluate

and invest in our current store base and elevate and modernize the in-store experience we provide to our clients

Store locations are determined on the basis of various factors including geographic location demographic studies anchor

tenants in mall location other specialty stores in mall or specialty center location or in the vicinity of village location and

the proximity to professional offices in downtown or village location We open our Ann Taylor Factory and LOFT Outlet stores

in outlet centers with co-tenants that generally include significant number of outlet or discount stores operated under nationally

recognized upscale brand names Store size is determined on the basis of various factors including merchandise needs geographic

location demographic studies and space availability

In Fiscal 2012 we continued to execute more aggressive store growth program opening 60 new stores in the United States

and for the first time three new stores in Canada We also continued to amend and renegotiate existing leases at more favorable

occupancy rates and evaluate expiring leases for renewal based on strategic financial guidelines In Fiscal 2013 we plan to open

approximately 65 stores in the United States and Canada and close approximately 30 U.S stores leading to net store growth of

approximately 35 stores

An average Ann Taylor store is approximately 5100 square feet During Fiscal 2012 we continued to roll out our new

smaller format Ann Taylor stores adding 11 new smaller-format stores downsizing or remodeling another 21 stores and updating

an additional 100 stores As result of these capital investments approximately two-thirds of our store fleet reflects our modern

aspirational brand aesthetic In Fiscal 2013 we plan to further this by opening approximately five new Ann Taylor stores and

downsizing and/or remodeling approximately 20 existing stores

Ann Taylor Factory stores average approximately 6900 square feet In Fiscal 2012 we opened three Ann Taylor Factory

stores and downsized four existing stores In Fiscal 2013 we plan to open approximately seven Ann Taylor Factory stores

An average LOFT store is approximately 5800 square feet We also operate one LOFT flagship store on the ground floor

of Times Square our corporate headquarters in New York City In Fiscal 2012 we opened 26 LOFT stores and we plan to open

approximately 40 LOFT stores and downsize and/or remodel approximately 25 existing stores in Fiscal 2013

LOFT Outlet stores average approximately 6800 square feet In Fiscal 2012 we continued to grow our fleet of LOFT Outlet

stores by opening 23 new stores and we plan to open approximately 15 LOFT Outlet stores in Fiscal 2013

Our stores typically have approximately 25% of their total square footage allocated to stockroom and other non-selling

space



We believe that our stores are located in some of the most productive retail centers in the United States and that our existing

store base is significant strategic asset of our business During the past three years we have invested approximately $258 million

in our store base and approximately 51% of our stores are either new or have been expanded downsized remodeled or refurbished

in the last three years

The following table sets forth certain information regarding our Ann Taylor ATS LOFT LOFT Ann Taylor Factory

ATF and LOFT Outlet LOS retail stores over the past three fiscal years

Ann Taylor Brand LOFT Brand

Store Count ATS ATF Total LOFT LOS Total Total

January302010 291 92 383 506 18 524 907

New 10 14 24 24

Converted

Closed 19 19 16 16 35

January292011 266 92 358 502 36 538 896

New 17 24 14 38 52 76

Closed 16 16 19

January 28 2012 280 99 379 500 74 574 953

New 11 14 26 23 49 63

Closed 16 17 14 15 32

February22013 275 101 376 512 96 608 984

In Fiscal 2012 total square footage increased by approximately 101000 square feet or approximately 2% from Fiscal 2011

to approximately 5.7 million square feet During Fiscal 2013 we plan to open approximately 65 stores close approximately 30

stores and optimize the size of an existing 25 stores resulting in net increase in total square footage of approximately 135000

square feet or approximately 2% from Fiscal 2012

In Fiscal 2012 capital expenditures related to new stores totaled approximately $76.6 million and expenditures for store

remodeling and refurbishment totaled approximately $45.5 million In Fiscal 2013 we expect that capital expenditures for new

stores will be approximately $55 million and expenditures for store remodeling and refurbishment will be approximately $85

million

Our store expansion and refurbishment plans are dependent upon among other things general economic and business

conditions affecting consumer confidence and spending the availability of desirable locations and the negotiation of acceptable

lease terms See Risk Factors and Managements Discussion and Analysis of Financial Condition and Results of Operations

Liquidity and Capital Resources

Online Stores

Growing our Online Stores remains one of our top strategic priorities Our Online Stores reinforce the unique aesthetic of

our Ann Taylor and LOFT brands and are designed to complement the in-store experience we deliver to our clients We offer our

clients high-quality online shopping experience from merchandise availability and website design to fulfillment and client

service We are committed to building seamless multi-channel experience for our clients and view our Online Stores as key

enabler of this strategy As such in Fiscal 2012 we implemented the first phase of our multi-channel initiative enabling store

order fulfillment of online sales We plan to further evolve and integrate our Online Stores by making additional enhancements

to website functionality and continued investments in infrastructure To that end in early Fiscal 2013 we plan to launch international

shipping capabilities at our Online Stores thereby providing clients in certain countries outside the United States access to our

brands



Merchandise Design and Production

Substantially all of our merchandise is developed by our in-house product design and development teams who design

merchandise exclusively for us Our merchandising groups determine inventory needs for the upcoming season edit the assortments

developed by the design teams plan merchandise flows and
arrange

for the production of merchandise by independent

manufacturers primarily through our in-house sourcing group small percentage of our merchandise is purchased through branded

vendors and is selected to complement our in-house assortments

Our production management and quality assurance departments establish the technical specifications for all merchandise

and inspect our merchandise for quality including periodic in-line inspections while goods are in production to identify potential

problems prior to shipment Upon receipt merchandise is inspected on test basis for uniformity of size and color as well as for

conformity with specifications and overall quality of manufacturing

In Fiscal 2012 we sourced merchandise from approximately 139 manufacturers and vendors in 16 countries and no single

supplier accounted for more than 10% of merchandise purchased on either unit or cost basis Approximately 39% of our

merchandise unit purchases originated in China representing approximately 43% of total merchandise cost 16% in Vietnam 9%
of total merchandise cost 15% in India 14% of total merchandise cost 15% in Indonesia 15% of total merchandise cost and

10% in the Philippines 14% of total merchandise cost Any event causing sudden disruption of manufacturing or imports from

any of these countries including the imposition of additional import restrictions could have material adverse effect on our

operations We generally do not maintain any long-term or exclusive commitments or arrangements to purchase merchandise with

any single supplier All of our foreign purchases are negotiated and paid for in U.S dollars

We have supply chain compliance program that requires our suppliers factories and authorized subcontractors to comply

with our Global Supplier Principles and Guidelines as well as the local laws and regulations in the country of manufacture We

conduct unannounced third-party audits to confirm manufacturer adherence to our compliance standards We are also certified

and validated member of the United States Customs and Border Protections Customs-Trade Partnership Against Terrorism

TPAT program and expect all of our suppliers shipping to the United States to adhere to our C-TPAT requirements These include

standards relating to facility security procedural security personnel security cargo security and the overall protection of the supply

chain Third-party audits are conducted to confirm supplier compliance with our standards

We believe we have solid relationships with our suppliers and that subject to the discussion in Risk Factors and

Managements Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources

we will continue to have adequate sources to produce sufficient supply of quality merchandise in timely manner and on

satisfactory economic terms

Inventory Control and Merchandise Allocation

Our planning departments analyze relevant historical product demand data i.e sales margins sales and inventory history

of store clusters etc by brand size and store location including our Online Stores to assist in determining the quantity of

merchandise to be purchased for and the allocation of merchandise to our channels Merchandise is allocated to achieve an

emphasis that is suited to each stores client base including our Online Stores We also consider the effect our multi-channel

initiative has had on in-store and online inventory levels in order to better inform our merchandise purchases and inventory

allocation

Merchandise is typically sold at its original marked price for several weeks with the length of time varying by individual

style or color choice and dependent on client acceptance From time to time we also run point-of-sale promotions which may

apply to both full-price and markdown merchandise and temporarily reduce the merchandise selling price We review inventory

levels on an ongoing basis to identif slow-moving merchandise styles and broken assortments items no longer in stock in

sufficient range of sizes and use markdowns to clear this merchandise Markdowns may also be used if inventory levels exceed

client demand for reasons of design seasonal adaptation or changes in client preference Substantially all of our merchandise

inventory is cleared in-store or through our Online Stores

Our core merchandising system is the central repository for inventory data and related business activities that affect inventory

levels such as purchasing receiving allocation and distribution Our primary distribution center is located in Louisville Kentucky

as discussed further in Properties The majority of our merchandise is processed through our Louisville facility which we own

and operate Additionally we contract with third-party fulfillment vendors utilizing Bolingbrook IL facility to fulfill online

orders and Toronto Ontario facility for merchandise allocation to our Canadian stores We also utilize third-party distribution

center bypass facility in Industry CA While portion of our merchandise is processed through this bypass facility for direct

distribution to our stores it serves primarily as trans-loading facility and back-up distribution center in the event of disaster



Brand Building and Marketing

We believe that our Ann Taylor and LOFT brands are among our most important assets and that these brands and their

relationship with our clients are key to our competitive advantage We continually evolve these brands to appeal to the changing

needs of our target clients and to stay competitive in the market

We control all aspects of brand development for our retail concepts including product design store merchandising and

design channels of distribution and marketing and advertising We continue to invest in the development of these brands through

among other things client research advertising in-store and direct marketing and our online sites and online marketing initiatives

We also make investments to enhance the overall client experience through the opening ofnew stores the expansion and remodeling

of existing stores and focus on client service In addition we are strategically focused on building multi-channel brand strategy

and continue to make investments to support this initiative

We believe it is strategically important to communicate on regular basis directly with our current client base and with

potential clients through national and regional advertising as well as through direct mail marketing and in-store presentation

Marketing expenditures as percentage of net sales were 4.1% in Fiscal 2012 and 4.0% in both Fiscal 2011 and Fiscal 2010

Client Loyalty Programs

We have credit card program that offers eligible clients in the United States the choice of private label or co-branded

credit card All new cardmembers are automatically enrolled in our exclusive rewards program which is designed to recognize

and promote client loyalty Both cards can be used at any Ann Taylor or LOFT location or channel of distribution including Ann

Taylor Factory LOFT Outlet and our Online Stores The co-branded credit card can also be used at any other business where the

card is accepted Both the private label and co-branded credit cards are offered in an Ann Taylor and LOFT version depending

upon where client enrolls in the program however the core benefits offered to clients are the same

To encourage clients to apply for credit card we provide discount to approved cardmembers on all purchases made with

new card on the day of application acceptance Rewards points are earned on purchases made with the credit card at any of our

brands through any of our channels Co-branded cardmembers also earn points on purchases made at other businesses where our

card is accepted Cardmembers who accumulate the requisite number of points are issued Rewards Card redeemable toward

future purchase In addition to earning points all participants in the credit card program receive exclusive offers throughout the

year These offers include Birthday Bonus and exclusive access to shopping events and periodic opportunities to earn bonus

points

Information Systems

During Fiscal 2012 we continued our investment in information services and technology enhancing the systems we use to

support our Online Stores and multi-channel capabilities as well as our international expansion merchandise procurement

inventory management and order fulfillment processes These enhancements are generally aimed at driving sales improving client

access to merchandise assortments and back office efficiencies

Trademarks Domain Names and Service Marks

The AnnTaylor LOFT AnnTaylor Loft and other proprietary marks are registered with the United States Patent

and Trademark Office and with the trademark registries of many foreign countries Our rights in these marks are significant part

of our business as we believe they are famous and well-known in the womens apparel industry Accordingly we intend to maintain

our trademarks and related registrations and vigorously protect them against infringement

Competition

The womens retail apparel industry is highly competitive We compete with certain departments in international national

and local department stores and with other specialty stores catalog and Internet businesses that offer similar categories of

merchandise We believe that our focused merchandise selection versatile fashions and client service distinguish us from other

apparel retailers Our competitors range from smaller growing companies to considerably larger players with substantially greater

financial marketing and other resources While we are vigilant to maintain our competitiveness there is of course no assurance

that we will be able to compete successfully with them in the future See Risk Factors

Associate Relations

As of February 2013 we had approximately 19600 employees of which approximately 2050 were full-time salaried

employees 2250 were full-time hourly employees and 15300 were part-time hourly employees working less than 30 hours per

week None of our employees are represented by labor union We believe that our relationship with our employees is good



Responsibly ANN

We are committed to operating our business responsibly and thoughtfully and continue to set high standards and forge strong

partnerships with our suppliers to ensure that our products are made in socially and environmentally responsible manner In

addition we try to make meaningful contributions to our communities and seek to minimize our impact on the environment by

investing in new programs and innovations Our brands reflect our passion for playing an active role in making the world better

place and we take pride in supporting causes that are important to our clients and our associates

Available Information

We make available free of charge on our website http//investor.anninc.com copies of our annual report on Form 10-K

quarterly reports on Form 10-Q current reports on Form 8-K and any amendments to those reports filed or furnished pursuant to

Sections 13a or 15d of the Securities Exchange Act of 1934 as amended as soon as reasonably practicable after such reports

are filed electronically with or otherwise furnished to the United States Securities and Exchange Commission Copies of the

charters of each of our Audit Committee Compensation Committee and Nominating and Corporate Governance Committee as

well as our Corporate Governance Guidelines and Business Conduct Guidelines are also available on our website

ITEM 1A Risk Factors

Set forth below is summary of the material risks to an investment in our securities which should be considered carefully

in evaluating such an investment The risks described below are not the only risks our business faces We may also be adversely

affected by additional risks not presently known to us or that we currently deem immaterial If any of the below risks actually

occur our business results of operations cash flows or financial condition could suffer which might cause the value of our

securities to decline Please also see Statement Regarding Forward-Looking Disclosures in the section immediately preceding

Item of this Report

Our ability to anticipate and respond to changing client preft rences and fashion trends in timely manner

Our success largely depends on our ability to consistently gauge fashion trends and provide balanced assortment of

merchandise that satisfies client demands for each of our brands in timely manner Any missteps may affect inventory levels

since we enter into agreements to manufacture and purchase our merchandise well in advance of the applicable selling season

Our failure to anticipate identif or react appropriately in timely manner to changes in fashion trends and economic conditions

could lead to lower sales missed opportunities excess inventories and more frequent markdowns which could have material

adverse impact on our business Merchandise missteps could also negatively impact our image with our clients and result in

diminished brand loyalty

Our ability to maintain the value of our brands and engage new and existing clients

Our success depends on the value of our Ann Taylor and LOFT brands The Ann Taylor and LOFT names are integral to our

business as well as to the implementation of strategies for expanding our business Maintaining promoting and growing our

brands will depend largely on the success of our design merchandising and marketing efforts and our ability to provide consistent

high quality client experience In addition while our brands are mature and we have extensive client lists our success depends

in part on our ability to keep existing clients engaged and attract new clients to shop our brands Our business could be adversely

affected if we fail to achieve these objectives for one or both of our brands and our public image and reputation could be tarnished

by negative publicity Any of these events could negatively impact sales and profitability

Our ability to manage inventory levels and changes in merchandise mix

The long lead times required for substantial portion of our merchandise make client demand difficult to predict and

responding quickly to changes challenging Though we have the ability to source certain product categories with shorter lead

times we enter into contracts for substantial portion of our merchandise well in advance of the applicable selling season Our

financial condition could be materially adversely affected if we are unable to manage inventory levels and respond to short-term

shifts in client demand patterns In addition our multi-channel fulfillment strategy which aims to help optimize merchandising

decisions improve client service and support our multi-channel operations creates additional complexities in our ability to manage

inventory levels Inventory levels in excess of client demand may result in excessive markdowns and therefore lower than planned

gross margin On the other hand if we underestimate demand for our merchandise we may experience inventory shortages

resulting in missed sales and lost revenues Either of these events could significantly affect our operating results and brand image

In addition our margins may be impacted by changes in our merchandise mix and shift toward merchandise with lower selling

prices These changes could have material adverse effect on our operating results



Our reliance on key management and our ability to attract and retain qualified associates

Our success depends to significant extent upon both the continued services of our current executive and senior management

team as well as our ability to attract hire motivate and retain qualified management talent in the future Our senior executive

officers have substantial experience and expertise in the retail business and have made significant contributions to the growth and

success of our brands Competition for key executives in the retail industry is intense and our operations could be adversely

affected if we cannot retain our key executives or if we fail to attract additional qualified individuals

Our performance also depends in large part on the talents and contributions of engaged and skilled associates in all areas of

our organization If we are unable to identify hire develop motivate and retain talented individuals we may be unable to compete

effectively and our business could be adversely impacted

Our ability to execute brand extensions and other growth strategies including international expansion

Part of our business strategy is to grow our existing brands and identify and develop new growth opportunities The launch

of new merchandise offerings or concepts may require significant capital expenditures and management oversight Any such plan

is subject to risks such as client acceptance competition and product differentiation There is no assurance that these merchandise

offerings or concepts will be successful or that our overall profitability will increase as result

Our growth strategy may also include plans to expand our presence in both new and existing markets as well as internationally

as we did in late 2012 with the opening of our first stores in Canada We have no prior experience operating outside of the United

States including Canada where we may face established competitors International markets also present unique risks including

different operational characteristics in the areas of employment and labor transportation logistics real estate finance and law

Furthermore consumer demand and behavior as well as preferences and purchasing trends may differ Other challenges may
include general economic conditions in specific countries or markets disruptions or delays in shipments changes in diplomatic

and trade relationships political instability and foreign governmental regulation As result of these and other factors sales of

our merchandise in other markets may not be successful or the margins on those sales may not be in line with those we anticipate

In addition any difficulties that we may encounter if we were to expand to other international markets may divert financial

operational and managerial resources from our existing operations which could adversely impact our financial condition and

results of operations

Our ability to successfully upgrade and maintain our information systems in timely and secure manner to support the needs

of the organization

We rely heavily on information systems to manage our operations including full range of retail financial sourcing and

merchandising systems and regularly make investments to upgrade enhance or replace these systems The reliability and capacity

of our information systems are critical Despite our preventative efforts our systems are vulnerable from time to time to damage

or interruption from among other things natural disasters technical malfunctions inadequate systems capacity power outages

computer viruses and security breaches Any disruptions affecting our information systems or any delays or difficulties in

transitioning to new systems or in integrating them with current systems could have material adverse impact on our business

Any failure to maintain adequate system security controls to protect our computer assets and sensitive data including client data

from unauthorized access disclosure or use could also damage our reputation with our clients In addition our ability to continue

to operate our business without significant interruption in the event of disaster or other disruption depends in part on the ability

of our information systems to operate in accordance with our disaster
recovery and business continuity plans

As component of our ongoing strategy to increase efficiencies monitor costs and improve our information technology

capabilities we rely on third parties for the implementation and/or management of certain aspects of our information technology

infrastructure Many of the functions that are performed by third parties are performed in their offshore locations Our agreements

with those third parties require them to maintain certain levels of care and security with respect to our information systems and

our data However failure by any of these third parties to implement and/or manage our information technology infrastructure

effectively and securely could disrupt our operations adversely affect our clients shopping experience and negatively impact our

profitability Furthermore the use of offshore service providers may expose us to risks related to local political economic social

or environmental conditions including acts of terrorism the outbreak of war or the occurrence of natural disaster restrictive

actions by foreign governments or changes in United States laws and regulations



In addition we are implementing enterprise-wide initiatives intended to standardize business processes across brands and

functions and optimize performance There can be no assurances that these initiatives will deliver the expected benefits or that

there will not be delays in the expected timing of implementation It is possible that the costs to complete any related system

conversions may exceed current expectations which could result in significant additional investment of time and resources and

add increased implementation risk In addition although we strive to ensure the orderly implementation of these initiatives the

risk of disruption to key operations is increased when complex system changes are undertaken If our business transformation

initiatives fail or are significantly delayed our ability to improve existing operations and support future growth could be impaired

or delayed which could adversely impact our business and results of operations

Our ability to secure and protect trademarks and other intellectual property rights

We believe that our AnnTaylor LOFT and AnnTaylor Loft trademarks are critical to our success Even though we

register and defend our trademarks and other intellectual property rights there is no assurance that our actions will protect us from

the prior registration by others or prevent others from infringing our trademarks and intellectual property rights or seeking to block

sales of our products as infringements of their trademarks and intellectual property rights Further the laws of foreign countries

may not protect intellectual property rights to the same extent as do the laws of the United States Because we have not registered

without opposition all of our trademarks in all categories or in all foreign countries in which we currently manufacture merchandise

or may manufacture or sell merchandise in the future our ability to source merchandise from international suppliers or pursue

international expansion could be negatively impacted

Effects of natural disasters war terrorism public health concerns or other catastrophes

Natural disasters and public health concerns including severe infectious diseases could impact our ability to open and run

our corporate offices and stores in affected areas and/or negatively impact our foreign sourcing offices and the manufacturing

operations of our vendors In addition our ability to continue to operate our business without significant interruption in the event

of disaster or other disruption depends in part on the ability of our information systems to operate in accordance with our disaster

recovery and business continuity plans Lower client traffic due to the effect of natural disasters security concerns war or the

threat of war and public health concerns could result in decreased sales that could have material adverse impact on our business

financial condition and results of operations In addition threat of terrorist attacks or actual terrorist events in the United States

and world-wide could cause damage or disruption to international commerce and the global economy disrupt the production

shipment or receipt of our merchandise or lead to lower client traffic in regional shopping centers Our ability to mitigate the

adverse impact of these events depends in part upon the effectiveness of our disaster preparedness and response planning as well

as business continuity planning However we cannot be certain that our plans will be adequate or implemented properly in the

event of an actual disaster or other catastrophic situation

Risks associated with Internet sales

We sell merchandise over the Internet through our Online Stores www.anntaylor.com and www.LOFT.com Our Internet

operations are subject to numerous risks including

the successful implementation of new systems system enhancements and Internet platforms including our multi-channel

and online international order fulfillment and enhanced mobile capability

the failure of the computer systems that operate our websites and their related support systems causing among other

things website downtimes and other technical failures

reliance on third-party computer hardware/software

reliance on third-party order fulfillment providers

rapid technological change

diversion of sales from our stores

liability for online content

violations of federal state or other applicable laws including those relating to online privacy

credit card fraud and

telecommunications failures and vulnerability to electronic break-ins and similardisruptions

Our failure to successfully address and respond to these risks could reduce Internet sales increase costs and damage the

reputation of our brands



Our reliance on third-party manufacturers and key vendors

We do not own or operate any manufacturing facilities and depend on independent third parties to manufacture our

merchandise We are at risk for increases in manufacturing costs and we cannot be certain that we will not experience operational

difficulties with our manufacturers such as reductions in the availability of production capacity errors in complying with

merchandise specifications insufficient quality control and failure to meet production deadlines In addition we source our

merchandise from select
group

of manufacturers and we continue to strengthen our relationships with these key vendors While

this strategy has benefits it also has risks If one or more of our key vendors were to cease working with us the flow of merchandise

to our stores could be impacted which could have material adverse effect on our sales and results of operations In addition

world-wide economic conditions continue to negatively impact businesses around the world and the impact of those conditions

on our major suppliers cannot be predicted Our suppliers may be unable to obtain adequate credit or access liquidity to finance

their operations While we have contingency plans for such potential interruptions manufacturers failure to continue working

with us to ship merchandise to us on timely basis or to meet the required product safety quality and social compliance standards

could cause supply shortages failure to meet client expectations and damage to our brands

The effect offluctuations in sourcing costs

The raw materials used to manufacture our merchandise are subject to availability constraints and price volatility caused by

high demand for fabrics labor conditions transportation or freight costs currency fluctuations weather conditions supply

conditions government regulations economic climate and other unpredictable factors We take steps to mitigate sourcing pressures

from fluctuating raw material costs by making advance commitments on key core fabrics when required leveraging our strong

vendor relationships and using country sourcing flexibility Despite these measures an increase in the demand for the price of

and/or decrease in the availability of the raw materials used to manufacture our merchandise could have material adverse effect

on our cost of sales or our ability to meet our clients needs Additionally increases in labor costs as well as shortage of labor in

certain areas of China may also impact our sourcing costs We may not be able to pass all or portion of such higher sourcing

costs onto our clients which could negatively impact our profitability

Our reliance on foreign sources ofproduction

We purchase significant portion of our merchandise from foreign suppliers As result we are subject to various risks of

doing business in foreign markets and importing merchandise from abroad such as

fluctuation in the value of the U.S dollar against foreign currencies or restrictions on the transfer of funds

imposition of new legislation relating to import quotas or other restrictions that may limit the quantity of our merchandise

that may be imported into the United States or Canada from countries in regions where we do business

significant delays in the delivery of
cargo

due to port security considerations

imposition of duties taxes and other charges on imports

imposition of anti-dumping or countervailing duties in response to an investigation as to whether particular product

being sold in the United States or Canada at less than fair value may cause or threaten to cause material injury to the

relevant domestic industry

financial or political instability in any of the countries in which our merchandise is manufactured or the transportation

channels through which it passes

impact ofnatural disasters and public health concerns on our foreign sourcing offices and vendor manufacturing operations

potential cancellation of orders or recalls of any merchandise that does not meet our product safety and quality standards

or is not manufactured in accordance with our social compliance requirements and

disruption of imports by labor disputes and local business practices

Any sudden disruptions in the manufacture or import of our merchandise caused by adverse changes in these or any other

factors could increase the cost or reduce the supply of merchandise available to us and adversely affect our business financial

condition results of operations and liquidity
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Our ability to successfully manage store growth and optimize the productivity and profitability of our store portfolio

Our continued growth and success depend in part on our ability to successfully open and operate new stores enhance and

remodel existing stores on timely and profitable basis and optimize store performance by closing under-performing stores

Accomplishing our store expansion goals in the United States and planned expansion into other markets such as Canada depends

upon number of factors including locating suitable sites and negotiating favorable lease terms We must also be able to effectively

renew and renegotiate lease terms for existing stores Managing the profitability of our stores and optimizing store productivity

also depends in large part on the continued success and client acceptance of our new Ann Taylor and LOFT store formats as

well as our ability to achieve planned store growth for our brands in Fiscal 2013 and beyond Hiring and training qualified associates

particularly at the store management level and maintaining overall good relations with our associates is also important to our

store operations There is no assurance that we will achieve our store expansion goals manage our growth effectively or operate

our stores profitably

The impact of privacy breach and the resulting effect on our business and reputation

We rely heavily on digital technologies for the successful operation of our business including electronic messaging digital

marketing efforts collection and retention of client data and employee information processing of credit card transactions online

e-commerce and social media activities and retention of data relating to the Companys financial position and strategic initiatives

Despite the robust security measures we have in place our facilities and systems and those of our third-party service providers

may be vulnerable to cyber-security breaches acts of vandalism computer viruses misplaced or lost data programming and/or

human errors or other similarevents Any misappropriation loss or other unauthorized disclosure of confidential or personally

identifiable information whether by us or by our third-party service providers could adversely affect our business and operations

including severely damaging our reputation and our relationships with our clients employees and investors and exposing us to

risks of litigation and liability

In addition we may incur significant remediation costs in the event of cyber-security breach or incident including liability

for stolen client or associate information repairing system damage or providing credit monitoring or other benefits to affected

clients We may also incur increased costs to comply with various applicable laws regarding unauthorized disclosure of personal

information These and other cyber-security-related compliance prevention and remediation costs may adversely impact our

financial condition and results of operations

Manufacturer compliance with our social compliance program requirements

We require our independent manufacturers to comply with our Global Supplier Principles and Guidelines which cover many

areas including labor health and safety and environmental standards We monitor compliance with these Guidelines using third-

party monitoring firms Although we have an active program to provide training for our independent manufacturers and monitor

their compliance with these standards we do not control the manufacturers or their practices Any failure of our independent

manufacturers to comply with our Global Supplier Principles and Guidelines or local laws in the country of manufacture could

disrupt the shipment of merchandise to our stores force us to locate alternative manufacturing sources reduce demand for our

merchandise and/or damage our reputation

Failure to comply with legal and regulatory requirements

Our business is subject to legal and regulatory requirements in the U.S and abroad including securities employment and

anti-bribery laws and regulations In addition in the future there may be new legal or regulatory requirements or more stringent

interpretations of applicable requirements which could increase the complexity of the regulatory environment in which we operate

and the related cost of compliance

While it is our policy and practice to comply with all legal and regulatory requirements and while our procedures and internal

controls are designed to ensure such compliance finding that we are out of compliance with applicable laws and regulations

could subject us to civil remedies or criminal sanctions which could materially adversely impact our business In addition even

the claim of violation of applicable laws or regulations could negatively affect our reputation
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The effect of general economic conditions

Our financial performance is subject to world-wide economic conditions and the resulting impact on consumer confidence

and levels of consumer spending which may remain volatile for the foreseeable future Some of the factors impacting discretionary

consumer spending include general economic conditions wages and unemployment consumer debt reductions in net worth based

on market declines residential real estate and mortgage markets tax policies increases in fuel and energy prices consumer

confidence failure to increase the debt ceiling in the U.S and other macroeconomic factors Consumer purchases of discretionary

items including our merchandise generally decline during recessionary periods and other periods where disposable income is

adversely affected downturn in the economy could affect consumer purchases of our merchandise and adversely impact our

results of operations and continued growth

In addition as result of the instability in the global financial markets there is continued diminished liquidity and credit

availability and there can be no assurance that our liquidity will not be affected or that our capital resources will at all times be

sufficient to satisfy our liquidity needs Although we believe that our existing cash and cash equivalents cash provided by operations

and available borrowing capacity under our $250 million Fourth Amended and Restated Credit Agreement the Credit Facility

will be adequate to satisfy our capital needs for the foreseeable future any renewed tightening of the credit markets could make

it more difficult for us to access funds enter into agreements for new indebtedness or obtain funding through the issuance of our

securities Our Credit Facility also has financial covenants which if not met may further impede our ability to access funds under

the Credit Facility

We also have significant amounts of cash and cash equivalents on deposit at FDIC-insured financial institutions that are

currently in excess of federally insured limits Since the deposit insurance provisions of the Dodd-Frank Wall Street Reform Act

expired on December 31 2012 and because our Credit Facility contains certain restrictions on permitted investments we cannot

be assured that we will not experience losses with respect to cash on deposit in excess of federally insured limits

The effrct of competitive pressures from other retailers

The specialty retail industry is highly competitive We compete with local national and international department stores

specialty and discount stores catalogs and internet businesses offering similarcategories of merchandise Many of our competitors

are companies with substantially greater financial marketing and other resources Increased levels of promotional activity by our

competitors some of which may be able to adopt more aggressive pricing policies than we can both online and in stores may

negatively impact our sales and profitability There is no assurance that we can compete successfully with these companies in the

future

In addition to competing for sales we compete for favorable store locations lease terms and qualified associates Increased

competition in these areas may result in higher costs which could reduce our sales and operating margins and adversely affect

our results of operations

Our dependence on our Louisville distribution center and other third-party distribution and transportation providers

Our wholly-owned and operated distribution center in Louisville Kentucky manages the receipt storage sorting packing

and distribution of the majority of merchandise to our stores We also utilize third-party distribution facilities in Industry California

and Toronto Canada for distribution support to our stores In addition sales at our Online Stores are primarily processed by

third-party fulfillment provider with facilities in Bolingbrook Illinois Independent third-party transportation companies then

deliver merchandise from these facilities to our stores and/or our clients Any significant interruption in the operation of our

Louisville distribution center the third-party distribution facilities that we utilize or the domestic transportation infrastructure due

to natural disasters accidents inclement weather system failures work stoppages slowdowns or strikes or other unforeseen

causes could delay or impair our ability to distribute merchandise to our stores and/or our clients which could result in lower

sales loss of loyalty to our brands and excess inventory Furthermore we are susceptible to increases in fuel and othertransportation

costs that we may not be able to pass on to our clients which could also adversely affect our results of operations

Our dependence on shopping malls and other retail centers to attract clients to our stores

Many of our stores are located in shopping malls and other retail centers that benefit from the ability of anchor retail

tenants generally large department stores and other attractions to generate sufficient levels of consumer traffic in the vicinity of

our stores Any decline in the volume of consumer traffic at shopping centers whether because of the economic slowdown

decline in the popularity of shopping centers the closing of anchor stores or otherwise could result in reduced sales at our stores

and excess inventory We may have to respond by increasing markdowns or initiating marketing promotions to reduce excess

inventory which could have material adverse effect on our margins and operating results
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In addition continued consolidation in the commercial retail real estate market could affect our ability to successfully negotiate

favorable rental terms for our stores in the future Should significant consolidation continue large proportion of our store base

could be concentrated with one or few entities that could then be in position to dictate unfavorable terms to us due to their

significant negotiating leverage If we are unable to negotiate favorable lease terms with these entities this could affect our ability

to profitably operate our stores which could adversely impact our business financial condition and results of operations

The impact on our stock price relating to our level of sales and earnings growth

variety of factors have historically affected and will continue to affect our comparable sales results and profit margins

These factors include fashion trends and client preferences changes in our merchandise mix competition economic conditions

weather effective inventory management and new store openings among other things There is no assurance that we will achieve

positive levels of sales and earnings growth and any decline in our future growth or performance could have material adverse

effect on the market price of our common stock

Our stock price has experienced and could continue to experience in the future substantial volatility as result of many

factors including global economic conditions broad market fluctuations our operating performance and public perception of the

prospects for our brands or for the womens apparel industry in general Failure to meet market expectations particularly with

respect to comparable sales net revenue operating margins and earnings per share would likely result in decline in the market

value of our stock

Our ability to realize defrrred tax assets

Deferred tax assets represent the tax effect of the differences between the book and tax bases of assets and liabilities Deferred

tax assets are assessed periodically by management to determine whether they are realizable Factors in managements determination

consist of the performance of the business including the ability to generate taxable income from operations and tax-planning

strategies If based on available information it is more likely than not that deferred tax asset will not be realized we may be

required to establish valuation allowance against our deferred tax assets which could have an adverse effect on our results of

operations and financial condition

The effrct of external economic factors on our Pension Plan

Our future funding obligations with respect to our defined benefit Pension Plan which was frozen in 2007 will depend upon

the future performance of the Pension Plan assets interest rates used to determine funding levels actuarial data and experience

and any changes in government laws and regulations Our Pension Plan assets are held in common collective trusts and mutual

funds that invest in equity and debt securities Our ongoing pension expense
and contribution obligations under our Pension Plan

could be adversely impacted by changes in the net market value of our Pension Plan assets fluctuating interest rates and/or declining

asset returns which could negatively affect our financial condition and results of operations

The impact of climate change on our business

There is growing concern that gradual increase in global average temperatures due to an increased concentration of carbon

dioxide and other greenhouse gases GHG in the atmosphere have caused and will continue to cause significant changes in weather

patterns Increased frequency or duration of extreme weather conditions could result in shortage of raw materials used to produce

our merchandise disrupt our supply chain deplete natural resources and/or impact demand for our merchandise We do not have

any operations that are currently subject to any government-enforced GHG emissions caps trading programs or reporting

requirements In Fiscal 2011 we completed carbon footprint estimation study to better understand the impact of our emissions

sources from our U.S corporate offices distribution center and retail stores and continue to take steps in our climate change

mitigation efforts such as implementing energy saving and carbon reduction technologies in our operations

Although the effects if any of climate change on our business and results of operations are currently difficult to ascertain

or quantify public expectations for reductions in GHG emissions could result in increased energy transportation and raw material

costs and may require us and our third-party suppliers to make additional investments in facilities and equipment In addition

our operations may be impacted by regulatory changes related to climate change and GHG emissions which may increase our

compliance costs and adversely impact our profitability

ITEM lB Unresolved Staff Comments

None
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ITEM Properties

As of February 2013 we operated 984 retail stores in 47 states the District of Columbia Puerto Rico and Canada all of

which were leased Store leases typically provide for initial terms of 10 years although some leases have shorter or longer initial

periods majority of our store leases grant us the right to extend the term for one or two additional five-year periods and also

contain early termination options which can be exercised by us under specific conditions Most of the store leases also require us

to pay specified minimum rent plus contingent rent based on percentage of the stores net sales in excess of specified

threshold In addition most of the leases require us to pay real estate taxes insurance and certain common area and maintenance

costs The current terms of our leases expire as follows

Fiscal Years Lease Number of

Terms Expire Stores

2013-2015 435

2016-2018 315

2019-2021 148

2022 and later 86

We lease our corporate offices at Times Square in New York City approximately 308000 square feet under lease

expiring in 2020 In addition in Milford Connecticut we maintain 42000 square feet of office space under lease that expires

in 2019

The Companys wholly-owned subsidiary AnnTaylor Distribution Services Inc owns our 256000 square foot distribution

center located in Louisville Kentucky The distribution center is located on approximately 27 acres which could accommodate

possible future expansion of the facility The majority of our merchandise is distributed to stores through this facility

ITEM Legal Proceedings

We are subject to various legal proceedings and claims that arise in the ordinary course of our business Although the amount

of any liability that could arise with respect to these actions cannot be determined with certainty in our opinion any such liability

will not have material adverse effect on our consolidated financial position consolidated results of operations or liquidity

ITEM Mine Safety Disclosures

Not applicable
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PART II

ITEM Market for the Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity

Securities

Our common stock is listed and traded on the New York Stock Exchange under the symbol ANN The number of holders

of record of common stock at March 2013 was 1912 The following table sets forth the high and low sale prices per share of

our common stock on the New York Stock Exchange for the periods indicated

Market Price

36.29

39.78

28.85

29.81

27.53

28.31

32.49

32.11

29.98

26.36

23.93

22.14

21.74

19.00

24.98

21.43

The following graph compares the percentage changes in the cumulative total stockholder return on the Companys Common

Stock for the five-year period ended February 2013 with the cumulative total return on the Standard Poors 500 Stock Index

SP 500 and the Dow Jones U.S Retailers Apparel Index for the same period In accordance with the rules of the Securities

and Exchange Commission the returns are indexed to value of $100 at February 2008 and assume that all dividends if any

were reinvested This performance graph shall not be deemed filed for purposes of Section 18 of the Securities Exchange Act

of 1934 as amended the Exchange Act or otherwise subject to the liabilities under that Section and shall not be deemed to

be incorporated by reference into any filing of the Company under the Securities Act of 1933 as amended or the Exchange Act
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We have never paid cash dividends on our common stock Any determination to pay cash dividends is at the discretion of

our Board of Directors which considers it on periodic basis In addition as holding company our ability to pay dividends is

dependent upon the receipt of dividends or other payments from our subsidiaries including our wholly-owned subsidiary

AnnTaylor Inc The payment of dividends by AnnTaylor Inc to us is subject to certain restrictions under our Credit Facility We

are also subject to certain restrictions contained in the Credit Facility on the payment of cash dividends on our common stock

See Managements Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources

The following table sets forth information concerning purchases of our common stock for the periods indicated which upon

repurchase are classified as treasury shares available for general corporate purposes

Total Approximate
Number of Dollar Value

Shares of Shares

Purchased that May Yet

Total as Part Be Purchased

Number Average of Publicly Under Publicly

of Shares Price Paid Announced Announced

Purchased Per Share Program Program

in thousands

October 28 2012 to November 24 2012 6356 33.57 109084

November 25 2012 to December 29 2012 638106 33.00 637000 88063

December 30 2012 to February 2013 1190350 32.76 1189925 49084

1834812 1826925

Includes total of 7887 shares of restricted stock purchased in connection with employee tax withholding obligations

under employee equity compensation plans which are not purchases under the Company publicly announced program

On March 2011 our Board of Directors approved $200 million expansion of our existing securities repurchase

program the Repurchase Program to total of $600 million The Repurchase Program will expire when we have

repurchased all securities authorizedfor repurchase thereunde unless terminated earlier by our Board ofDirectors We

repurchased 1826925 shares under the Repurchase Program during thefourth quarter ofFiscal 2012 As ofFebruary

2013 and as of March 2013 the date of this Report approximately $49.1 million remained available under the

Repurchase Program

The information called for by this item relating to Securities Authorized for Issuance under Equity Compensation Plans

is provided in Item 12
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ITEM Selected Financial Data

The following historical Consolidated Statements of Operations and Consolidated Balance Sheet information has been

derived from our audited consolidated financial statements The information set forth below should be read in conjunction with

Managements Discussion and Analysis of Financial Condition and Results of Operations and the consolidated financial

statements and notes thereto included elsewhere in this document All references to years are to our fiscal year which ends on the

Saturday nearest January 31 in the following calendar year All fiscal years for which financial information is set forth below

contain 52 weeks except for the fiscal year ended February 2013 which includes 53 weeks

Fiscal Year Ended

February January 28 January 29 January 30 January 31
2013 2012 2011 2010 2009

in thousands except earnings per share and store count information

Consolidated Statements of Operations

Net sales 2375509 2212493 1980195 1828523 2194559

Cost of sales 1073167 1004350 876201 834188 1139753

Gross margin 1302342 1208143 1103994 994335 1054806

Selling general and administrative expenses 1135551 1062644 978580 966603 1050560

Restructuring charges 5624 36368 59714

Asset impairment charges 15318 29590

Goodwill impairment charge 286579

Operating income/loss 166791 145499 119790 23954 371637

Interest and investment income/expense net 1051 1052 668 2156 215

Other non-operating income/expense net 189

Income/loss before income taxes 167653 144447 119122 26110 371422

Income tax provisionlbenefit 65068 57881 45725 7902 37516

Net income/Ioss 102585 86566 73397 18208 333906

Basic earnings/Ioss per share 2.13 1.66 1.26 0.32 5.82

Diluted earnings/loss per share 2.10 1.64 1.24 0.32 5.82

Weighted average shares outstanding 47494 51200 57203 56782 57366

Weighted average shares outstanding

assumingdilution 48094 52029 58110 56782 57366

Consolidated Operating Information

Percentage increase/decrease in comparable

sales 3.3% 6.8% 10.7% 17.4% 13.4%

Number of stores

Open at beginning of period 953 896 907 935 929

Opened during the period 63 76 24 14 66

Closed during the period 32 19 35 42 60

Open at the end of the period 984 953 896 907 935

Total store square footage at end of period 5685 5584 5284 5348 5492

Capital expenditures 149737 124448 64367 35736 100195

Depreciation and amortization 97829 94187 95523 104351 122222

Working capital turnover 13.2x 9.7x 8.Ox 10.5x 14.Ox

Inventory turnover 5.Ox 4.9x 4.8x 4.9x 5.4x

Consolidated Balance Sheet Information

Workingcapital 169275 189420 268005 229521 118013

Total assets 942205 887681 926820 902141 960439

Total stockholders equity 385110 363877 423445 417186 416512

Footnotes on following page
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Footnotes for preceding page

Other non-operating income/expense net consists of foreign currency transaction gains or losses

Comparable sales provide measure of existing store sales performance store is included in comparable sales in its

thirteenth month of operation store with square footage change of more than 15% is treated as new store for the

first year following its reopening Sales from our Online Stores are also included in comparable sales In fiscal year

with 53 weeks such as in Fiscal 2012 sales in the last week of that fiscal year are excluded from comparable sales

Capital expenditures are accounted for on the accrual basis and include net non-cash transactions totaling $2.5 million

$5.5 million $3.2 million $2.8 million and $10.l million in Fiscal 2012 2011 2010 2009 and 2008 respectively

The non-cash transactions are primarily related to the purchase of property and equipment on account

Working capital turnover is determined by dividing net sales by the average of the amount of working capital at the

beginning and end of the period

Inventory turnover is determined by dividing cost of sales by the
average

of the cost of inventory at the beginning and

end of the period
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ITEM Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read together with our consolidated financial statements and notes thereto

included elsewhere in this Annual Report on Form 10-K

Management Overview

Fiscal 2012 was very strong year for ANN INC reflecting solid top-line growth improved gross margin performance and

double-digit percentage increases in operating income net income and diluted earnings per share compared with Fiscal 2011

These results were driven by strong client response to our product offering throughout much of the year as well as the positive

effects of our strategic growth initiatives We provided our clients with seamless access to our Ann Taylor and LOFT merchandise

through the first-phase launch of our multi-channel initiative in Fall 2012 In addition we successfully executed our real estate

strategy adding 63 new stores across the fleet which included three new stores in Toronto Canada marking the first step in

growing our brands internationally

At the Ann Taylor brand overall comparable sales increased 1.1% on top of 5.2% increase in Fiscal 2011 At our multi-

channel Ann Taylor business which includes Ann Taylor stores and anntaylor.com comparable sales increased 1.8% while at

Ann Taylor Factory comparable sales declined 0.5% Results at Ann Taylor reflected the impact of our 2012 strategies for the

brand which included offering better balance of fashion and basics within each merchandise category more depth in key fashion

items and greater breadth of the assortment at opening price points In addition we continued efforts to create more engaging

and personalized in-store experience for our client and lowered our promotional stance which resulted in higher gross margin

rate performance as compared to Fiscal 2011

The LOFT brand delivered comparable sales increase of 4.8% in Fiscal 2012 on top of an 8.0% increase in Fiscal 2011

At our multi-channel LOFT business which includes LOFT stores and LOFT.com comparable sales increased 5.8% which was

partially offset by decrease of 1.5% in the LOFT Outlet channel Clients responded positively to LOFTs merchandise assortments

which contributed to an overall increase in full price sell-through as compared to Fiscal 2011 despite the effect of fourth quarter

merchandise offering that was overinvested in bright colors Gross margin rate performance was slightly below Fiscal 2011 levels

due in part to higher promotional stance during the fourth quarter of Fiscal 2012

Our Fiscal 2012 real estate strategy was focused on expanding our store presence at both brands enhancing store productivity

across the entire fleet and opening our first international stores in Canada as well as continued execution of selective store closures

At the Ann Taylor brand we opened 11 new Ann Taylor stores including two stores in Canada and updated or right-sized an

additional 121 existing stores to reflect our new brand aesthetic As result of these capital investments nearly two-thirds of the

Ann Taylor store fleet now reflects our new brand aesthetic At Aim Taylor Factory we opened three new stores during Fiscal

2012 At LOFT we continued to move forward with the expansion of our LOFT brand store fleet opening 26 new LOFT stores

primarily in small- to mid-markets including our first international LOFT store in Canada We also opened 23 new LOFT Outlet

stores in Fiscal 2012

Throughout Fiscal 2012 we demonstrated our commitment to enhance shareholder value and maintain healthy balance

sheet and cash position We repurchased 4.9 million shares of our common stock representing nearly 10% of outstanding shares

at cost of $135 million closing the year with $167 million in cash and no bank debt We also continued to closely manage

inventory levels throughout the year and ended the year with total inventory per square
foot flat as compared to Fiscal 2011

Looking ahead our focus in Fiscal 2013 is to continue to move forward with our initiatives to strengthen our connection to

our client both by keeping existing loyal clients engaged and attracting new clients to shop our brands We plan to continue efforts

to optimize our store portfolio and enhance our in-store shopping experience as well as further our Canadian expansion We also

expect to continue to grow our e-commerce business by further capitalizing on our recently launched multi-channel capabilities

offering our clients more personalized online shopping experience and adding international shipping capabilities in certain

countries outside the United States at both of our Online Stores Finally we intend to use our strong free cash flow to invest in

the profitable growth of ANN INC as means of delivering value to our shareholders
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Key Performance Indicators

In evaluating our performance senior management reviews certain key performance indicators including

Comparable sales Comparable sales compsprovide measure of existing store sales performance store is included

in comparable sales in its thirteenth month of operation store with square footage change of more than 15% is treated

as new store for the first year following its reopening Sales from our Online Stores are also included in comparable

sales In fiscal year with 53 weeks such as Fiscal 2012 sales in the last week of that fiscal year are excluded from

comparable sales

Gross margin Gross margin measures our ability to control the direct costs of merchandise sold during the period Gross

margin is the difference between net sales and cost of sales which includes the cost of merchandise sold costs to transport

merchandise from third-party suppliers to our distribution center including customs costs costs associated with our

sourcing operations costs associated with the fulfillment and shipment of online and multi-channel sales depreciation

related to merchandise management systems sample development costs and the direct costs of our credit card loyalty

program Buying and occupancy costs are excluded from cost of sales

Operating income Because retailers do not uniformly record supply chain buying and/or occupancy costs as components

of cost of sales or selling general and administrative expenses operating income allows us to benchmark our performance

relative to other retailers Operating income represents earnings before interest and income taxes and measures our

earnings power from ongoing operations

Store productivity Store productivity including sales
per square foot average

unit retail price AUR units
per

transaction UPT dollars per transaction DPT traffic and conversion is evaluated by management in assessing

our operating performance

Inventory turnover Inventory turnover measures our ability to sell our merchandise and how many times it is replaced

over time This ratio is important in determining the need for markdowns planning future inventory levels and assessing

client
response to our merchandise

Quality of merchandise offerings To monitor and maintain client acceptance of our merchandise offerings we monitor

sell-through levels inventory turnover gross margin returns and markdown rates at class and style level This analysis

helps identif merchandise issues at an early date and helps us plan future product development and buying

Results of Operations

The following table sets forth data from our Consolidated Statements of Operations expressed as percentage of net sales

All fiscal years presented contain 52 weeks except for the fiscal year ended February 2013 which includes 53 weeks

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Net sales 100.0% 100.0 100.0

Cost of sales 45.2% 45.4 44.2

Gross margin 54.8% 54.6 55.8

Selling general and administrative expenses
47.8% 48.0 49.4

Restructuring 0.3

Operating income 7.0% 6.6 6.1

Interest and investment income/expense net 0.1 0.1

Other non-operating expense net

Income before income taxes 7.0% 6.5 6.0

Income tax provision 2.7% 2.6 2.3

Net income 4.3% 3.9 3.7
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The following table sets forth selected data from our Consolidated Statements of Operations expressed as percentage

change from the prior period All fiscal
years presented contain 52 weeks except for the fiscal year ended February 2013

which includes 53 weeks

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Net sales 7.4% 11.7% 8.3%

Grossmargin 7.8% 9.4% 11.0%

Operating income 14.6% 1.5% 600.1%

Net income 18.5% 17.9% 503.1%

Sales and Sales Metrics

During Fiscal 2012 we revised the presentation of certain sales data from channel-specific approach that segregated store

sales from online sales at brand level to an approach that considers the impact of our multi-channel initiative on total brand

sales All prioryear sales comparable sales and sales-related metrics have been adjusted to conform to the current year presentation

In addition all fiscal years presented contain 52 weeks except for the fiscal year ended February 2013 which includes 53

weeks

Fiscal Year Ended

February 2013 January 28 2012 January 29 2011

Sales Comp Sales Comp Sales Comp

in thousands

Sales and Comparable Sales

Ann Taylor brand

Ann Taylor 644486 1.8% 618446 4.9% 595670 23.5%

Ann Taylor Factory 300738 0.5% 289406 5.7% 268016 9.3%

Total Ann Taylor brand 945224 1.1 907852 5.2% 863686 18.7%

LOFT brand

LOFT 1202244 5.8% 1114911 7.5% 1040246 4.2%

LOFT Outlet 228041 1.5% 189730 14.2% 76263 1.2%

Total LOFT brand 1430285 4.8 1304641 8.0% 1116509 5.0%

Total Company $2375509 3.3% $2212493 6.8% $1980195 10.7%

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Sales-Related Metrics

Average Dollars Per Transaction DPT
Atm Taylor brand 77.67 78.90 80.22

LOFT brand 60.38 62.20 60.17

Average Units Per Transaction UPT
Ann Taylor brand 2.36 2.34 2.29

LOFT brand 2.55 2.58 2.40

Average Unit Retail AUR
AnnTaylorbrand 32.91 33.72 35.03

LOFT brand 23.68 24.11 25.07

Includes sales at Ann Taylor stores and anntaylor corn

Includes sales at LOFT stores andLOFTcorn
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Store Data

The following table sets forth certain store data

Fiscal Year Ended

February 2013 January 28 2012 January 29 2011

Stores Square Feet Stores Square Feet Stores Square Feet

square feet in thousands

Stores and Square Footage

Ann Taylor brand

Annlaylor 275 1389 280 1460 266 1453

Ann Taylor Factory 101 696 99 700 92 668

Total Ann Taylor brand 376 2085 379 2160 358 2121

LOFT brand

LOFT 512 2950 500 2904 502 2930

LOFT Outlet 96 650 74 520 36 233

Total LOFT brand 608 3600 574 3424 538 3163

Total Company 984 5685 953 5584 896 5284

Number of

Stores open at beginning of period 953 5584 896 5284 907 5348

New stores 63 340 76 473 24 138

Downsized/expanded stores net 69 58 14
Closed stores 32 170 19 115 35 188
Stores open at end of period 984 5685 953 5584 896 5284

Converted stores 10

During Fiscal 2012 we downsized 18 Ann Taylor stores four Ann Taylor Factory stores five LOFT stores and one LOFT

Outlet store During Fiscal 2011 we downsized 11 Ann Taylor stores and three Ann Taylor Factory stores During Fiscal

2010 we downsizedfive Ann Taylor stores and two LOFT stores and expanded one Ann Taylor store

During Fiscal 2010 we converted six Ann Taylor stores to LOFTstores andfour LOFTstores to LOFT Outlet stores There

were no store conversions in Fiscal 2012 or Fiscal 2011

Comparison of Fiscal Years 2012 and 2011

Total net sales increased approximately $163.0 million or 7.4% in Fiscal 2012 as compared with Fiscal 2011 with comparable

sales increasing 3.3% Approximately $25.4 million of the increase in total net sales was due to the effect of the 53rd week in

Fiscal 2012 Despite challenges in the back half of the year due in part to the lingering effects of Superstorm Sandy in the

Northeast region both brands experienced increases in total net sales and comparable sales in Fiscal 2012 Both brands also

benefited from the third-quarter launch of the first phase of our multi-channel initiative which enabled store order fulfillment of

internet sales and contributed to higher traffic and conversion In addition during Fiscal 2012 we recognized $6.6 million in

revenue related to gift card and merchandise credit breakage where we determined there was no legal obligation to escheat the

value of the cards under unclaimed property laws and the likelihood of redemption was considered remote Fiscal 2012 is the first

period during which we recognized gift card and merchandise credit breakage and therefore includes the breakage income

related to gift cards sold and merchandise credits issued since inception of these programs

At the Ann Taylor brand total net sales increased approximately $37.4 million or 4.1% in Fiscal 2012 as compared with

Fiscal 2011 with comparable sales increasing 1.1% Sales at our multi-channel Ann Taylor business which includes Ann Taylor

stores and anntaylor.com benefited from merchandise mix that reflected the brands updated assortment and pricing strategies

In addition beginning in late Spring our merchandise assortments offered much higher penetration of color and broader range

of relevant fashion at opening price points contributing to higher traffic conversion and UPTs At Ann Taylor Factory we

experienced 3.9% increase in total net sales due to higher UPTs an increase in conversion and the addition of three new stores

partially offset by the effect of decrease in traffic
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At the LOFT brand total net sales increased $125.6 million or 9.6% in Fiscal 2012 as compared with Fiscal 2011 with

comparable sales up 4.8% At our multi-channel LOFT business which includes LOFT stores and LOFT.com clients responded

positively to the brands entire merchandise assortment however our full-year results were impacted by fourth-quarter investment

in bright colors that did not resonate with our clients during the holiday season While this impacted our fourth quarter top-line

results for the full-year period we experienced increases in both traffic and conversion which contributed to higher full-price

sell-through At LOFT Outlet we experienced higher conversion and an increase in UPTs however inventory levels were

constrained in the back half of Fiscal 2012 which contributed to comparable sales decrease of 1.5% for the full-year period

Comparison of Fiscal Years 2011 and 2010

Total net sales increased approximately $232.3 million or 11.7% in Fiscal 2011 as compared with Fiscal 2010 with

comparable sales increasing 6.8% Full-price sell-through increased over last year at both brands with significant increases in

the LOFT Stores channel Both brands experienced comparable sales gains for the year with significant double-digit comparable

sales percentage growth at our Online Stores and at LOFT Outlet By brand Ann Taylors net sales increased approximately $44.2

million or 5.1% in Fiscal 2011 as compared with Fiscal 2010 as comparable sales increased 5.2% At the LOFT brand net sales

increased $188.1 million or 16.9% in Fiscal 2011 as compared with Fiscal 2010 with comparable sales up 8.0%

Ann Taylors Fiscal 2011 results were impacted by miss in the print and novelty components of the Ann Taylor stores

channel merchandise assortment in late Spring and merchandise mix during the Fall season that lacked depth in fashion and did

not offer enough choices at opening price points Although traffic remained steady across all channels we were more promotional

than planned in the Ann Taylor stores channel particularly during the back half of the year This resulted in lower AURs and DPTs

and contributed to 1.2% decrease in comparable sales At anntaylor.com we experienced significant top-line growth over last

year with comparable sales increasing 36.8% driven by increases in traffic conversion and average order value Sales at Ann

Taylor Factory stores were also up reflecting 5.7% increase in comparable sales and the addition of seven new stores

LOFTs Fiscal 2011 results reflected client acceptance of the brands feminine casual fashion and value proposition

particularly in the LOFT stores channel where comparable sales increased 5.4% The brand also experienced higher levels of full-

price sell-through as well as year-over-year
increases in DPTs and UPTs LOFT also experienced strong top-line growth at

LOFT.com reflecting increases in traffic conversion and average order value In addition sales at LOFT Outlet increased

significantly as result of 14.2% increase in comparable sales and our accelerated Spring 2011 expansion in this channel

Our net sales do not show significant seasonal variation As result we have not had significant overhead and other costs

generally associated with large seasonal variations

Cost of Sales and Gross Margin

Because retailers do not uniformly record supply chain buying and/or occupancy costs as cost of sales or selling general

and administrative expenses our gross margin and selling general and administrative expenses both in dollars and as percentage

of net sales may not be comparable to other retailers For additional information regarding costs classified in Cost of sales and

Selling general and administrative expenses on our Consolidated Statements of Operations refer to Note Summary of

Significant Accounting Policies in the Notes to the Consolidated Financial Statements

The following table presents cost of sales and gross margin in dollars and as percentage of net sales

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

dollars in thousands

Cost of sales 1073167 1004350 876201

Gross margin 1302342 1208143 1103994

Percentage of net sales 54.8% 54.6% 55.8%

Gross margin as percentage of net sales was 54.8% in Fiscal 2012 an increase from 54.6% in Fiscal 2011 Our full-year

gross margin results were positively impacted by favorable client
response

to our merchandise offerings which enabled fewer

store-wide promotions and more targeted promotional activity during most of the year This contributed to higher merchandise

gross margin rate performance as compared to Fiscal 2011 In addition our full-year gross margin rate performance was positively

impacted by the gross margin effect of gift card and merchandise credit breakage These improvements were partially offset by

period-over-period increase in client shipping costs during the back half of Fiscal 2012 due in part to the effect of our multi

channel initiative
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Gross margin as percentage of net sales was 54.6% in Fiscal 2011 down from 55.8% in Fiscal 2010 AtAnn Taylor full-

price sell-through was negatively impacted by miss in the print and novelty components in our Spring 2011 merchandise assortment

at Ann Taylor stores as well as lack of depth in fashion and breadth at opening price points in the back half of the
year This

combined with the highly promotional retail environment we faced late in the year also impacted the brands overall
gross margin

rate performance At LOFT strong client acceptance of the brands merchandise offering contributed to higher levels of full-price

sell-through in the LOFT stores channel which also drove higher gross margin rate performance LOFT was also able to maintain

its planned promotional strategy despite the highly competitive retail environment

Selling General and Administrative Expenses

The following table presents selling general and administrative
expenses

in dollars and as percentage of net sales

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

dollars in thousands

Selling general and administrative expenses 1135551 1062644 978580

Percentage of net sales 47.8% 48.0% 49.4%

Selling general and administrative expenses in Fiscal 2012 increased approximately $72.9 million compared with Fiscal

2011 This increase was primarily due to higher payroll and occupancy costs associated with our store growth an overall increase

in variable costs related to higher net sales and other expenses to support the expansion of our business These increases were

partially offset by decrease in certain performance-based compensation expense As percentage of net sales selling general

and administrative
expenses decreased 0.2% as compared to Fiscal 2011 primarily due to fixed cost leveraging as result of

higher net sales and reduction in certain performance-based compensation expense partially offset by an increase in
expenses

supporting the expansion of our business

Selling general and administrative expenses in Fiscal 2011 increased approximately $84.1 million compared with Fiscal

2010 This increase was primarily due to higher payroll and occupancy costs associated with our store growth primarily in the

factory outlet channel an overall increase in variable costs related to higher net sales an increase in marketing expenses and

severance and related costs associated with the separation of the former Brand President Ann Taylor division These increases

were partially offset by decrease in performance-based compensation expense The decrease in selling general and administrative

expenses as percentage of net sales in Fiscal 2011 as compared to Fiscal 2010 was primarily due to fixed cost leveraging as

result of higher net sales restructuring savings and our continued focus on expense management

Income Taxes

The following table presents our income tax provisionlbenefit and effective income tax rate

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

dollars in thousands

Income tax provision 65068 57881 45725

Effective income tax rate 38.8% 40.1% 38.4%

Our effective income tax rate decreased in Fiscal 2012 as compared with Fiscal 2011 primarily due to tax positions that

were considered effectively settled during Fiscal 2012 partially offset by change in the mix of earnings in various state taxing

jurisdictions Our effective income tax rate increased in Fiscal 2011 as compared with Fiscal 2010 primarily due to change in

the mix of earnings in various state taxing jurisdictions and certain other discrete items See Note Income Taxes in the Notes

to the Consolidated Financial Statements for further discussion

Liquidity and Capital Resources

Our primary source of working capital is cash flow from operations Our primary ongoing cash requirements relate to the

purchase of inventory and property and equipment
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The following table sets forth certain measures of our liquidity

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

dollars in thousands

Cash provided by operating activities 258909 207828 164311

Working capital 169275 189420 268005

Currentratio 1.501 1.661 1.951

Operating Activities

Cash provided by operating activities increased $51.1 million to $258.9 million in Fiscal 2012 as compared to Fiscal 2011

This increase was primarily due to the result of higher net income adjusted for non-cash expenses and changes in merchandise

inventories accounts payable and accrued expenses with the latter driven by changes in short-term compensation accruals These

increases were partially offset by changes in prepaid expenses
and other current assets primarily related to the timing of February

rent payments

Cash provided by operating activities increased $43.5 million to $207.8 million in Fiscal 2011 as compared to Fiscal 2010

due to higher net income adjusted for non-cash expenses changes in long-term compensation and prepaid expenses These increases

were partially offset by an increase in accounts receivable driven by higher sales and reductions in current compensation-related

accruals

Merchandise inventories increased approximately $3.4 million or 1.6% in Fiscal 2012 from Fiscal 2011 consistent with

our comparable sales increase and our increase in the number of stores On per-square-foot basis merchandise inventories

remained flat at approximately $34 at the end of both periods Inventory turned 5.0 times in Fiscal 2012 compared with 4.9 times

in Fiscal 2011

Investing Activities

Cash used for investing activities was $149.9 million in Fiscal 2012 compared with $120.5 million in Fiscal 2011 Cash

used for investing activities in Fiscal 2012 was primarily related to capital expenditures associated with new store openings store

refurbishment projects and investments in technology

Cash used for investing activities was $120.5 million in Fiscal 2011 compared with $57.2 million in Fiscal 2010 Cash used

for investing activities in Fiscal 2011 was primarily related to capital expenditures associated with new store openings store

refurbishment projects and investments in technology During Fiscal 2011 we opened 76 new stores as compared with 24 new

stores in Fiscal 2010

The following table sets forth breakdown of our accrual-basis capital expenditures

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

in thousands

New store construction 76631 59336 25433

Store renovationlrefurbishment 45524 36505 14172

Information systems 23298 26747 22953

Corporate offices/distribution center 3792 1380 779

Other 492 480 1030

Total 149737 124448 64367

We expect our total capital expenditure requirements in Fiscal 2013 will be approximately $165 million Of this amount

approximately $55 million will be spent on new store construction driven by the planned opening of approximately 65 stores

Approximately $85 million will be spent on 45 planned downsizes and remodels and other store renovation and refurbishment

programs This is expected to result in net increase in total
square footage of approximately 135000 square feet or approximately

2% from Fiscal 2012 In addition approximately $25 million is planned for continued investments in information systems

technology and further integration of our Online Stores through additional enhancements to website functionality The actual

amount of our capital expenditures will depend in part on the number of stores opened expanded and refurbished To finance our

capital requirements we expect to use internally generated funds See Business Retail Stores for further discussion
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Financing Activities

Cash used for financing activities was $92.2 million in Fiscal 2012 compared with $163.8 million in Fiscal 2011 Cash used

for financing activities in Fiscal 2012 was primarily due to the repurchase of $140.8 million of our common stock partially offset

by cash inflows related to an increase in stock option exercise activity

Cash used for financing activities was $163.8 million in Fiscal 2011 compared with $84.9 million in Fiscal 2010 Cash used

for financing activities in Fiscal 2011 was primarily due to the repurchase of$180.3 million of our common stock partially offset

by excess tax benefits related to stock-based compensation and cash inflows related to stock option exercises

Revolving Credit Facility

On December 19 2012 the Companys wholly-owned subsidiary AnnTaylor Inc and certain of its subsidiaries entered

into Fourth Amended and Restated $250 million senior secured revolving credit facility with Bank of America N.A and

syndicate of lenders which amended the existing senior secured revolving credit facility due to expire in April 2013 The Credit

Facility extended the maturity date to December 19 2017 established $75 million sub-facility solely for loans and letters of

credit to be provided to ANN Canada Inc and increased our option to expand the total facility and the aggregate commitments

thereunder up to $400 million subject to the lenders agreement to increase their commitment for the requested amount In addition

the margin added to the LIBOR rate for borrowing under the Credit Facility was reduced to between 1.25% 1.50% from previous

range of 1.25% 1.75% depending upon the Average Daily Availability as defined in the Credit Facility and the monthly

commitment fee on the unused revolving loan commitment was reduced to between 0.20% 0.25% per annum where it was

previously 0.325% 0.375% per annum The Credit Facility may be used for working capital letters of credit and other corporate

purposes and contains an acceleration clause which upon the occurrence of an Event of Default which includes but is not limited

to Material Adverse Effect as defined in the Credit Facility may cause any outstanding borrowings to become immediately due

and payable

The maximum availability for loans and letters of credit under the Credit Facility is governed by quarterly borrowing base

determined by the application of specified percentages to certain eligible assets primarily accounts receivable and inventory

Commercial and standby letters of credit outstanding under the Credit Facility totaled approximately $14.1 million $16.7 million

and $17.6 million as of February 2013 January 28 2012 and January 29 2011 respectively leaving remaining available

balance for loans and letters of credit of $150.8 million $146.4 million and $120.2 million as of February 2013 January 28

2012 and January 29 2011 respectively There were no borrowings outstanding under the Credit Facility at February

2013 January 28 2012 or as of March 2013 the date of this Report

The Credit Facility permits us to pay cash dividends and permits dividends by AnnTaylor Inc to fund such cash dividends

subject to certain Liquidity requirements as defined in the Credit Facility and other conditions as set forth in the Credit Facility

Subject in some cases to certain exceptions certain of our subsidiaries are also permitted to pay dividends to us to fund certain

taxes owed by us fund ordinary operating expenses not in excess of $500000 in any fiscal year repurchase common stock held

by employees not in excess of $100000 in any fiscal year and for certain other stated purposes See Note Revolving Credit

Facility in the Notes to the Consolidated Financial Statements for further discussion of the Credit Facility

Repurchase Program

On March 2011 our Board of Directors approved $200 million expansion of our Repurchase Program bringing the

total authorized under the Repurchase Program to $600 million The Repurchase Program will expire when we have repurchased

all securities authorized for repurchase thereunder unless terminated earlier by our Board of Directors Purchases of shares of

common stock 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 increase treasury shares available for

general corporate purposes During Fiscal 2012 Fiscal 2011 and Fiscal 2010 we repurchased 4.9 million 7.3 million and 4.2

million shares of our common stock respectively through open market purchases under the Repurchase Program at cost of

$135 million $175 million and $100 million respectively As of February 2013 and March 2013 the date of this Report

approximately $49.1 million remained available under the Repurchase Program

Other

We have significant amounts of cash and cash equivalents on deposit at FDIC-insured financial institutions that are currently

in excess of federally insured limits Since the deposit insurance provisions of the Dodd-Frank Wall Street Reform Act expired

on December 312012 and because our Credit Facility contains certain restrictions on permitted investments we cannot be assured

that we will not experience losses with respect to cash on deposit We continually evaluate our deposit investment options in

accordance with our corporate investment policy

26



As of February 2013 we had $3.0 million invested in foreign bank accounts of which the majority was held in Canadian

dollars As of January 28 2012 we had $0.5 million invested in foreign bank accounts As we continue to expand outside of the

United States we expect to continue to generate cash from non-U.S operations We expect to manage our worldwide cash

requirements considering available funds generated by the foreign subsidiaries through which we conduct business and the cost

effectiveness with which those funds can be accessed We may transfer cash from certain international subsidiaries to the U.S

and other international subsidiaries when it is cost effective to do so Our intent is to indefinitely reinvest all of these funds outside

of the United States however we will continually review our domestic and foreign cash profile expected future cash generation

and investment opportunities and reassess whether there is demonstrated need to repatriate funds held internationally to support

our U.S operations

We have credit card program that offers eligible clients in the United States the choice of private label or co-branded

credit card All cardholders are automatically enrolled in our exclusive rewards program which is designed to recognize and

promote client loyalty We provide the sponsoring bank with marketing support of the program and use our sales force to process

credit card applications for both the private label and co-branded credit cards As part of the program which began in October

2008 and has 6.5 year term we received an upfront signing bonus from the sponsoring bank We also receive ongoing payments

for new accounts activated as well as share of finance charges collected by the sponsoring bank These revenue streams are

accounted for as single unit of accounting and accordingly are recognized as revenue ratably based on the total projected revenues

over the term of the agreement

Certain judgments and estimates underlie our projected revenues and related
expenses

under the credit card program

including projected future store counts the number of applications processed our projected sales growth and points breakage

among other things During Fiscal 2012 Fiscal 2011 and Fiscal 2010 we recognized approximately $17.8 million $16.5 million

and $14.8 million ofrevenue related to the credit card program respectively At February 22013 January 282012 and January 29

2011 approximately $3.0 million $4.4 million and $5.8 million respectively ofdeferred credit card income is included in Accrued

expenses and other current liabilities on our Consolidated Balance Sheets Partially offsetting the income from the credit card

program are costs net of points breakage related to the client loyalty program These costs are included in either Cost of sales

or in Net sales as sales discount as appropriate The cost of sales impact net of points breakage was approximately $5.7

million $3.8 million and $0.3 million and the sales discount impact was approximately $6.8 million $5.5 million and $3.0 million

in Fiscal 2012 Fiscal 2011 and Fiscal 2010 respectively

On October 2007 we froze our non-contributory defined benefit pension plan the Pension Plan As result of the

freeze only those associates who were eligible under the Pension Plan on or before September 30 2007 substantially all associates

of the Company who completed 1000 hours of service during consecutive 12-month period prior to that date are eligible to

receive benefits from the Pension Plan once they have completed the five years of service required to become fully vested No

associate may become participant in the Pension Plan on or after October 2007 and no additional benefits have been earned

under the Pension Plan since October 2007

Our funding obligations and liability under the terms of the Pension Plan are determined using certain actuarial assumptions

including discount rate and an expected long-term rate of return on Pension Plan assets The discount rate enables us to state

expected future cash payments for pension benefits as present value on the measurement date lower discount rate increases

the present value of the benefit obligations and increases pension expense The discount rate selected was based on yield curve

which uses expected cash flows from the Pension Plan and then discounts those cash flows with the bond rate for that period This

resulted in discount rate of 4.35% one percent decrease in the assumed discount rate would increase total net periodic pension

expense for Fiscal 2013 by $1.3 million and would increase the liability for pension benefits at February 2013 by $8.9 million

one percent increase in the assumed discount rate would decrease total net periodic pension expense for Fiscal 2013 by $0.7

million and would decrease the liability for pension benefits at February 2013 by $6.6 million

Pension Plan assets as of February 22013 were allocated 36% in equities and 64% in bond-related funds For the purposes

of developing long-term rates of return it was assumed that the short-term investments were reallocated to equities and bond-

related funds yielding assumed long-term rates of return of 7.8% and 3.9% respectively To develop the expected long-term rate

of return on Pension Plan assets we considered the historical returns and the future expectations for returns for each asset class

as well as the target asset allocation of the pension portfolio lower expected rate of return on Pension Plan assets would increase

pension expense Our expected long-term rate of return on Pension Plan assets was 5.10% and 6.25% for Fiscal 2012 and Fiscal

2011 one percent change in the long-term rate of return assumption would impact Fiscal 2013 pension expense by approximately

$0.3 million
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Pension costs excluding settlement charges in Fiscal 2012 were Si million higher than Fiscal 2011 due to lower discount

rate and lower expected rate of return Pension costs in Fiscal 2011 were $0.4 million lower than pension costs in Fiscal 2010

as result of our Pension Plan assets experiencing gains in Fiscal 2010 Due to the large amount of lump sum distributions in

2012 pension expense
for Fiscal 2013 excluding any potential settlement charges is projected to be approximately $0.8 million

or $0.2 million lower than pension expense excluding settlement charges in Fiscal 2012 Our Pension Plan is invested in readily-

liquid investments primarily equity and debt securities Although we were not required to make contribution to the Pension Plan

in Fiscal 2012 or Fiscal 2011 any deterioration in the financial markets or changes in discount rates may require us to make

contribution to our Pension Plan in Fiscal 2013

In Fiscal 2012 we initiated communication to certain eligible Pension Plan participants with vested benefits to elect

lump-sum distribution As result of this effort we made $8.7 million in lump-sum distribution payments which resulted in

$1.5 million pension settlement charge in the fourth quarter of Fiscal 2012 In addition since the total amount of lump sum pension

distribution payments made to Pension Plan participants in the normal course of business exceeded the interest component of

pension expense during Fiscal 2012 and Fiscal 2010 we recognized additional non-cash settlement charges of $0.3 million in

both fiscal years All such Pension Plan settlement charges were included in Selling general and administrative expenses in

our Consolidated Statements of Operations There were no such settlement charges in Fiscal 2011

We are self-insured for expenses related to our employee point of service medical plan our workers compensation plan

general liability plan and for short-term and long-term disability up to certain thresholds Claims filed as well as claims incurred

but not reported are accrued based on managements estimates using information received from plan administrators third-party

actuaries historical analysis and other relevant data We believe we have taken reasonable steps to ensure that we are adequately

accrued for incurred costs related to these programs at February 2013

Off Balance Sheet Arrangements

We do not have any off balance sheet arrangements as defined by Item 303 of Regulation S-K

Contractual Obligations

We have various contractual obligations some of which are recorded as liabilities in our Consolidated Balance Sheets if the

related goods or services were received prior to February 2013 Other items such as leases purchase commitments and other

contractual obligations represent future liabilities and may not be recognized as liabilities in our Consolidated Balance Sheets

The following table sets forth our significant contractual obligations as of February 2013

Payments Due by Fiscal Year

2018

Total 2013 2014-2015 2016-2017 And After

in thousands

Long-term debt 1030 824 206

Capital leases 560 448 112

Operating leases 1356649 210553 387223 300566 458307

Purchase obligations

New store construction 2795 2795

Merchandise 234522 234522

Information services 51707 20412 31295

Other 30760 28195 2559

Total 1678023 497749 421395 300572 458307

Footnotes on following page
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Represents finance arrangements relating to support and maintenance associated with certain computer equipment on

our Consolidated Balance Sheet

Represents capital leases with four-year terms relating to certain computer equipment recorded on our Consolidated

Balance Sheet as of February 2013

Represents future minimum lease payments under non-cancelable operating leases in effect as ofFebruary 2013 The

minimum lease payments above also do not include common area maintenance CAM charges or real estate taxes

which are required contractual obligations under our store and office operating leases but are generally not fixed and

can fluctuate from year to year Total CAM charges and real estate taxes for Fiscal 2012 Fiscal 2011 and Fiscal 2010

were $78.8 million $70.4 million and $68.6 million respectively

Represents purchase commitments for Fiscal 2013 store construction not recorded on our Consolidated Balance Sheet

as of February 2013

Represents open purchase orders with vendors for merchandise not yet received or recorded on our ConsolidatedBalance

Sheet as of February 2013

Represents outsourcing of certain back-office functions consulting maintenance and license agreements for services to

be provided and/or software not yet received or recorded on our Consolidated Balance Sheet as of February 2013

Represents contractual commitments or open purchase orders for non-merchandise goods or services not received or

recorded on our Consolidated Balance Sheet as of February 2013

There were no borrowings outstanding under the Credit Facility as of February 2013 The Credit Facility contains

provision for commitment fees related to the unused revolving loan commitment and outstanding letters of credit which are not

included in the above table because these charges are not fixed and can fluctuate from
year to year

due to various circumstances

Total commitment fees were $0.9 million in each of Fiscal 2012 Fiscal 2011 and Fiscal 2010

The table above also excludes approximately $3.9 million of tax reserves accounted for under ASC 740-10 Income Taxes

as we are unable to reasonably estimate the ultimate amount or timing of any settlement See Note Income Taxes in the Notes

to the Consolidated Financial Statements for further discussion In addition as discussed in Note Retirement Plans in the

Notes to the Consolidated Financial Statements we have long-term liability for our Pension Plan Minimum pension funding

requirements are not included in the table above as such amounts are not readily determinable

Recent Accounting Pronouncements

In June 2011 the Financial Accounting Standards Board FASB issued Accounting Standards Update ASU 2011-05

Presentation of Comprehensive Income ASU 2011-05 amended ASC 220-10 Comprehensive Income and requires that all changes

in comprehensive income be presented either in single continuous statement of comprehensive income or in two separate but

consecutive statements and also requires the presentation of reclassification adjustments from other comprehensive income to

net income on the face of the financial statements In December 2011 the FASB issued ASU 2011-12 Presentation of

Comprehensive Income which indefinitely deferred the requirement of ASU 2011-05 related to presentation of reclassification

adjustments from other comprehensive income to net income on the face of the financial statements In February 2013 the FASB

issued ASU 2013-02 Reporting of Amounts Reclassf led Out of Accumulated Other Comprehensive Income which sets forth

additional disclosure requirements for items reclassified out of accumulated other comprehensive income and into net income that

will be effective for annual reporting periods beginning after December 15 2012 We adopted ASU 2011-05 as modified by ASU

2011-12 in the first quarter of Fiscal 2012 by presenting separate but consecutive statements See the Consolidated Statements

of Comprehensive Income We will adopt the disclosures required byASU 2013-02 in the first quarter of Fiscal 2013

Critical Accounting Policies and Estimates

Managements Discussion and Analysis of Financial Condition and Results of Operations is based upon our Consolidated

Financial Statements which have been prepared in accordance with accounting principles generally accepted in the United States

ofAmerica Our significant accounting policies are more fully described in Note Summary of Significant Accounting Policies

in the Notes to the Consolidated Financial Statements The preparation of these Consolidated Financial Statements requires us to

make estimates and assumptions that affect the reported amounts of revenues expenses assets and liabilities Actual results could

differ from these estimates

Based on the above we have determined that our most critical accounting policies are those related to merchandise inventory

valuation asset impairment income taxes and stock and incentive-based compensation These policies are also discussed in the

Notes to the Consolidated Financial Statements and in relevant sections of this discussion and analysis
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Merchandise Inventory Valuation

Merchandise inventories are 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 Merchandise inventory levels are

monitored to identif slow-moving items and broken assortments items no longer in stock in sufficient range of sizes and

markdowns are used to clear such merchandise reserve is established to account for situations where the current selling price

or future estimated selling price is less than cost Physical inventory counts are performed annually in January and estimates are

made for any shortage between the date of the physical inventory count and the balance sheet date

Asset Impairment

Long-lived tangible assets are accounted for under ASC 360-10 Property Plant and Equipment Long-lived assets are

reviewed periodically for impairment or when events or changes in circumstances indicate that full recoverability of net asset

balances through future cash flows is in question Management estimates future pre-tax cash flows at store level undiscounted

and without interest charges based on historical experience knowledge and market data Estimates of future cash flows require

that we make assumptions and apply judgment including forecasting future sales and expenses and estimating useful lives of the

assets These estimates can be affected by factors such as future store results real estate demand and economic conditions that

can be difficult to predict as well as other factors such as those outlined in Risk Factors If the expected future cash flows related

to the long-lived assets are less than the assets carrying value an impairment loss would be recognized for the difference between

estimated fair value and carrying value

Income Taxes

We account for income taxes in accordance with ASC 740-10 Income Taxes which requires the use of the asset and liability

method Under the asset and 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 Deferred tax assets and

liabilities are measured using enacted tax rates and laws expected to be in effect when the differences are expected to reverse The

effect of change in tax rates on deferred tax assets and liabilities is recognized in income in the period that includes the enactment

date Inherent in the measurement of these deferred balances are certain judgments and interpretations of existing tax law and

other published guidance as applied to our operations valuation allowance has been established for deferred tax assets relating

to certain tax credits in non-U.S jurisdictions since we anticipate that it is not more likely than not that these assets will be realized

In determining the need for valuation allowance we are required to make assumptions and to applyj udgment including forecasting

future earnings taxable income and the mix of earnings in the jurisdictions in which we operate Our effective tax rate considers

our judgment of expected tax liabilities in the various jurisdictions within which we are subject to tax

The tax effects of uncertain tax positions taken or expected to be taken in income tax returns are recognized only if they are

more likely-than-not to be sustained on examination by the taxing authorities based on the technical merits as of the reporting

date The tax benefits recognized in the financial statements from such positions are measured based on the largest benefit that

has greater than fifty percent likelihood of being realized upon ultimate settlement We recognize estimated accrued interest and

penalties related to uncertain tax positions in income tax expense

We are currently under examination by certain state and local taxing jurisdictions Further at any given time multiple tax

years may be subject to examination by various taxing authorities The recorded amounts of income tax are subject to adjustment

upon examination changes in interpretation and changes in judgment utilized in determining estimates While no adjustments to

recorded amounts are anticipated 1% variance in our effective tax rate would affect net income after taxes by approximately

$1.7 million in Fiscal 2012

Stock and Incentive-based Compensation

The calculation of stock-based compensation expense requires the input of subjective assumptions including the expected

term of the stock-based awards stock price volatility and pre-vesting forfeitures We estimate the expected life of shares granted

in connection with stock-based awards using historical exercise patterns which we believe are representative of future behavior

We estimate the volatility of our common stock at the date of grant based on an average of our historical volatility and the implied

volatility of publicly traded options on our common stock if the latter is available We estimate forfeitures based on our historical

experience of stock-based awards granted exercised and cancelled as well as future expected behavior

Similarly the calculation of long-term performance compensation expense
related to our Restricted Cash Program RCP

requires the input of subjective assumptions including the expected forfeiture of earned and banked awards and forecasts of our

future income growth We estimate forfeitures based on historical RCP forfeiture patterns as well as current and future trends of

expected behavior We estimate future income growth based on past performance future business trends and new business

initiatives
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The assumptions used to calculate the fair value of stock-based awards and long-term performance compensation expense

represent our best estimates but these estimates involve inherent uncertainties and the application of management judgment As

result if factors change and we were to use different assumptions the expense
recorded could be materially different For stock-

based awards if we were to adjust our forfeiture rate estimates by 5% the impact to stock-based compensation cost would be

approximately $0.5 million Similarly if we were to adjust RCP forfeiture rate estimates by 5% the impact to long-term incentive

compensation expense
would be approximately $1.8 million Finally if we were to adjust the interest rate factors applied to

amounts banked under the RCP by five percentage points the impact to long-term incentive compensation expense
would be

approximately $1.1 million See Note Equity and Incentive Compensation Plans in the Notes to the Consolidated Financial

Statements for additional information

ITEM 7A Quantitative and Qualitative Disclosures About Market Risk

We have significant amounts of cash and cash equivalents on deposit at FDIC-insured financial institutions that are currently

in excess of federally insured limits Since the deposit insurance provisions of the Dodd-Frank Wall Street Reform Act expired

on December 312012 and because our Credit Facility contains certain restrictions on permitted investments we cannot be assured

that we will not experience losses with respect to cash on deposit in excess of federally insured limits We continually evaluate

our deposit investment options in accordance with our corporate investment policy

We are exposed to limited market risk primarily related to foreign currency exchange We have exchange rate exposure

primarily with respect to certain revenues and costs denominated in the Canadian dollar As of February 2013 our monetary

assets and liabilities that are subject to this exposure are immaterial therefore the potential immediate loss to us that would result

from hypothetical 10% change in foreign currency exchange rates would not be expected to have material impact on our

earnings or cash flows

AnnTaylor Inc.s Credit Facility allows for investments in financial instruments with original maturity dates of up to 360

days As of February 2013 we did not hold any investments that did not qualifi as cash and cash equivalents

ITEM Financial Statements and Supplementary Data

The following Consolidated Financial Statements of the Company for the years ended February 2013 53

weeks January 28 2012 52 weeks and January 29 2011 52 weeks are included as part of this Report See Item 15

Consolidated Statements of Operations for the Fiscal Years Ended February 22013 53 weeks January 28201252 weeks

and January 29 201152 weeks

Consolidated Statements of Comprehensive Income for the Fiscal Years Ended February 2013 53 weeks January 28

2012 52 weeks and January 29 201152 weeks

Consolidated Balance Sheets as of February 2013 and January 28 2012

Consolidated Statements of Stockholders Equity forthe FiscalYears Ended February 22013 53 weeks January 28 2012

52 weeks and January 29 201152 weeks

Consolidated Statements of Cash Flows for the Fiscal Years Ended February 2013 53 weeks January 28 2012 52

weeks and January 29 201152 weeks

Notes to the Consolidated Financial Statements

ITEM Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None
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ITEM 9A Controls and Procedures

Disclosure Controls and Procedures

The Company conducted an evaluation under the supervision and with the participation of management including the Chief

Executive Officer and Chief Financial Officer of the effectiveness of the design and operation of its disclosure controls and

procedures as such term is defined in Rules 3a- 15e and 5d- 15e under the Exchange Act as of the end of the period covered

by this Report Based on such evaluation the Chief Executive Officer and ChiefFinancial Officer concluded that the Companys

disclosure controls and procedures were effective as of the end of the period covered by this Report

Managements Report on Internal Control over Financial Reporting

The management of ANN INC is responsible for establishing and maintaining adequate internal control over financial

reporting as defined in Rules 13a-l5f and lSd-l5f under the Exchange Act

Management assessed the effectiveness of the Companys internal control over financial reporting as of February 2013

based on the framework and criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring

Organizations ofthe Treadway Commission Based on this assessment management concluded that the Companys internal control

over financial reporting was effective as of February 2013

There were no changes in the Companys internal control over financial reporting during the Companys fourth fiscal quarter

that have materially affected or are reasonably likely to materially affect the Companys internal control over financial reporting

The Companys Independent Registered Public Accounting Firm Deloitte Touche LLP issued report on the Companys

internal control over financial reporting which is included in the Report of Independent Registered Public Accounting Firm on

page 36

ITEM 9B Other Information

None
PART III

ITEM 10 Directors Executive Officers and Corporate Governance

The information required by this item is incorporated herein by reference to the Sections entitled Election of Class

Directors Executive Officers Corporate Governance Stockholder Proposals for the 2014 Annual Meeting and Section

16a Beneficial Ownership Reporting Compliance in the Companys Proxy Statement for its 2013 Aimual Meeting of

Stockholders

The Company has Business Conduct Guidelines that apply to all its associates including its chief executive officer chief

financial officer principal accounting officer and controller as well as members ofthe Companys Board ofDirectors The Business

Conduct Guidelines are available on the Companys website at http//investor.anninc.com Any updates or amendments to the

Business Conduct Guidelines as well as any waiver from the Business Conduct Guidelines granted to an executive officer including

the Companys chief executive officer chief financial officer principal accounting officer and controller will also be posted on

the website

ITEM 11 Executive Compensation

The information required by this item is incorporated herein by reference to the Sections entitled Executive Compensation

Director Compensation Compensation Committee Interlocks and Insider Participation and Compensation Committee

Report in the Companys Proxy Statement for its 2013 Annual Meeting of Stockholders

ITEM 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item is incorporated herein by reference to the Sections entitled Beneficial Ownership of

Common Stock and Equity Compensation Plans in the Companys Proxy Statement for its 2013 Annual Meeting ofStockholders
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ITEM 13 Certain Relationships and Related Transactions and Director Independence

The information required by this item is incorporated herein by reference to the Sections entitled Related Person

Transactions Related Person Transactions Policy and Procedures and Corporate Governance in the Companys Proxy

Statement for its 2013 Annual Meeting of Stockholders

ITEM 14 Principal Accounting Fees and Services

The information required by this item is incorporated herein by reference to the Section entitled Ratification of the

Appointment of Independent Registered Public Accounting Firm in the Companys Proxy Statement for its 2013 Annual Meeting

of Stockholders

PART IV

ITEM 15 Exhibits and Financial Statement Schedules

List of documents filed as part of this Annual Report

The following Consolidated Financial Statements of the Company are filed as part of this Annual Report

Report of Independent Registered Public Accounting Firm

Consolidated Statements of Operations for the Fiscal Years Ended February 2013 53

weeks January 28 2012 52 weeks and January 29 2011 52 weeks

Consolidated Statements of Comprehensive Income for the Fiscal Years Ended February 2013 53

weeks January 28 2012 52 weeks and January 29 2011 52 weeks

Consolidated Balance Sheets as of February 2013 and January 28 2012

Consolidated Statements of Stockholders Equity for the Fiscal Years Ended February 2013 53

weeks January 28 2012 52 weeks and January 29 201152 weeks

Consolidated Statements of Cash Flows for the Fiscal Years Ended February 2013 53

weeks January 28 2012 52 weeks and January 29 2011 52 weeks and

Notes to the Consolidated Financial Statements

Schedules other than the above have been omitted because they are not applicable

The exhibits filed as part of this Annual Report are listed in the Exhibit Index

The exhibits listed in the Exhibit Index attached hereto are filed as part of this Annual Report and incorporated herein

by reference

Not applicable
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

ANN INC

New York NY

We have audited the accompanying consolidated balance sheets of ANN INC and its subsidiaries the Company as of

February 22013 and January 282012 and the related consolidated statements ofoperations comprehensive income stockholders

equity and cash flows for each of the three fiscal
years

in the period ended February 2013 We also have audited the Companys

internal control over financial reporting as of February 2013 based on criteria established in Internal Control Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission The Companys management

is responsible for these financial statements for maintaining effective internal control over financial reporting and for its assessment

of the effectiveness of internal control over financial reporting included in the accompanying Managements Report on Internal

Control over Financial Reporting Our responsibility is to express an opinion on these financial statements and an opinion on the

Companys internal control over financial reporting based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United

States Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all

material respects Our audits of the financial statements included examining on test basis evidence supporting the amounts and

disclosures in the financial statements assessing the accounting principles used and significant estimates made by management

and evaluating the overall financial statement presentation Our audit of internal control over financial reporting included obtaining

an understanding of internal control over financial reporting assessing the risk that material weakness exists and testing and

evaluating the design and operating effectiveness of internal control based on the assessed risk Our audits also included performing

such other procedures as we considered necessary in the circumstances We believe that our audits provide reasonable basis for

our opinions

companys internal control over financial reporting is process designed by or under the supervision of the companys

principal executive and principal financial officers or persons performing similar functions and effected by the companys board

of directors management and other personnel to provide reasonable assurance regarding the reliability of financial reporting and

the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles

companys internal control over financial reporting includes those policies and procedures that pertain to the maintenance of

records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the company

provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles and that receipts and expenditures of the company are being made only

in accordance with authorizations of management and directors of the company and provide reasonable assurance regarding

prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that could have material

effect on the financial statements

Because of the inherent limitations of internal control over financial reporting including the possibility of collusion or

improper management override of controls material misstatements due to error or fraud may not be prevented or detected on

timely basis Also projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods

are subject to the risk that the controls may become inadequate because of changes in conditions or that the degree of compliance

with the policies or procedures may deteriorate

In our opinion the consolidated financial statements referred to above present fairly in all material respects the financial

position of ANN INC and its subsidiaries as of February 2013 and January 28 2012 and the results of its operations and its

cash flows for each of the three years in the period ended February 2013 in conformity with accounting principles generally

accepted in the United States of America Also in our opinion the Company maintained in all material respects effective internal

control over financial reporting as ofFebruary 22013 based on the criteria established in Internal ControlIntegrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission

Is DELOITTE TOUCHE LLP

New York New York

March 2013
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ANN INC

CONSOLIDATED STATEMENTS OF OPERATIONS

For Fiscal Years Ended February 2013 January 28 2012 and January 29 2011

Weighted average shares outstanding

Diluted earnings per share

Weighted average shares outstanding assuming dilution

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

in thousands except per share amounts

2375509 2212493 1980195

1073167 1004350 876201

1302342 1208143 1103994

1135551 1062644 978580

5624

166791 145499 119790

1051 1052 668

189 _____________ _____________
167653 144447 119122

65068 57881 45725

102585 86566 73397

2.13 1.66

See accompanying Notes to Consolidated Financial Statements

Net sales

Cost of sales

Gross margin

Selling general and administrative expenses

Restructuring charges

Operating income

Interest and investment income/expense net

Other non-operating income/expense net

Income before income taxes

Income tax provision

Net income

Earnings per
share

Basic earnings per share

47494

2.10

48094

51200

1.64

52029

1.26

57203

1.24

58110
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ANN INC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For Fiscal Years Ended February 2013 January 28 2012 and January 29 2011

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Net income 102585

Other comprehensive income/loss

Foreign currency translation adjustment

Net change in employee benefit plans

Pension settlement charge

Net actuarial loss/gain

Amortization of net actuarial loss

Other comprehensive income/loss before tax

Income tax expense/benefit on other comprehensive income items

Other comprehensive income/loss net of tax

Comprehensive income

4932
726 62 300

1352 4870 2955

531 1930 1175

821 2940 1780

103406 83626 75177

See accompanying Notes to Consolidated Financial Statements

86566

19

1760

1153

73397

338

2317
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ANN INC
CONSOLIDATED BALANCE SHEETS

February 2013 and January 28 2012

February January 28
2013 2012

in thousands except share amounts

Assets

Current assets

Cash and cash equivalents
167011 150208

Accounts receivable 17856 19591

Merchandise inventories 216848 213447

Refundable income taxes 9201 11965

Deferred income taxes 30397 30999

Prepaid expenses and other current assets 64716 49107

Total current assets 506029 475317

Property and equipment net 409703 360890

Deferred income taxes 7841 39134

Other assets 18632 12340

Total assets 942205 887681

Liabilities and Stockholders Equity

Current liabilities

Accounts payable
105691 94157

Accrued salaries and bonus 23969 16122

Current portion of long-term performance compensation 34233 19373

Accrued tenancy
38647 41435

Gift certificates and merchandise credits redeemable 47268 50750

Accrued
expenses

and other current liabilities 86946 64060

Total current liabilities 336754 285897

Deferred lease costs 162620 159435

Deferred income taxes
228 1320

Long-term performance compensation less current portion 26368 42122

Other liabilities 31125 35030

Commitments and contingencies see Note

Stockholders equity

Common stock $.0068 par value 200000000 shares authorized 82563516 shares

issued 561 561

Additional paid-in capital 768215 776658

Retained earnings 676842 574257

Accumulated other comprehensive loss 4497 5318

Treasury stock 35958318 and 33284631 shares respectively at cost 1056011 982281

Total stockholders equity 385110 363877

Total liabilities and stockholders equity 942205 887681

See accompanying Notes to Consolidated Financial Statements
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ANN INC
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

For Fiscal Years Ended February 2013 January 28 2012 and January 29 2011

Balance at January 30 2010

Net income

Other comprehensive income net of tax

Exercise of stock options related tax

deficiency and tax effect of expirations

of $3274

Stock-based compensation

Issuance of restricted stock net of

forfeitures and related tax benefit of

$3577

Repurchase of common and restricted

stock

Issuance of common stock pursuant to

Associate Discount Stock Purchase Plan

and related tax benefit of disqualifying

dispositions of $117

Balance at January 29 2011

Net income

Other comprehensive loss net of tax

Exercise of stock options related tax

benefit and tax effect of expirations of

$4454

Stock-based compensation

Issuance of restricted stock and vesting of

restricted units net of forfeitures and

related tax benefits of $3001

Repurchase of common and restricted

stock

Issuance of common stock pursuant to

Associate Discount Stock Purchase Plan

and related tax benefit of disqualifying

dispositions of $66

Balance at January 28 2012

Net income

Other comprehensive income net of tax

Exercise of stock options related tax

benefits and tax effect of expirations of

$1986

Stock-based compensation

Issuance of restricted stock and vesting of

restricted units net of forfeitures and

related tax benefits of $2859

Repurchase of common and restricted

stock

Issuance of common stock pursuant to

Associate Discount Stock Purchase Plan

and related tax benefit of disqualifying

dispositions of $35

Balance at February 2013

79 6409

21210

743

82476 561 760166 414294

73397

86566

10675

20710

5896

17441

16998

7465

102585

4158 23702 753677 $417186

73397

1780 1780

670 16266 9857

21210

167 4320 3577

4493 105708 105708

86566

2940 2940

804 18850 8175

20710

511 11986 6090

7490 180298 180298

102585

821 821

1925 54190 36749

16998

428 10325 2860

5113 140752 140752

Accumulated

Additional OtherCommon Stock

___________________
Treasury Stock

__________________ Paid-in Retained Comprehensive
Shares Amount Capital Earnings Loss Shares Amount Total

in thousands

1650
__________ _____________

152 3796 2146

82555 561 772574 487691 2378 27206 835003 423445

55 96 2184 2129

82564 561 776658 574257 5318 33285 982281 363877

535 87 2507 1972

82564 561 768215 676842 4497 35958 $1056011 $385110

See accompanying Notes to Consolidated Financial Statements

40



ANN INC
CONSOLIDATED STATEMENTS OF CASH FLOWS

For Fiscal Years Ended February 2013 January 28 2012 and January 29 2011

Fiscal Year Ended

Operating activities

Net income

Adjustments to reconcile net income to net cash provided by operating

activities

Deferred income taxes

Depreciation and amortization

Recognition of gift card and merchandise credit breakage

Loss on disposal and write-down of property and equipment

Stock-based compensation

Non-cash interest and other non-cash items

Non-cash restructuring charges

Tax benefit from exercise/vesting of stock awards

Changes in assets and liabilities

Accounts receivable

Merchandise inventories

Prepaid expenses and other current assets

Refundable income taxes

Other non-current assets and liabilities net

Accounts payable and accrued expenses

Net cash provided by operating activities

Investing activities

Purchases of marketable securities

Sales of marketable securities and short-term investments

Purchases of property and equipment

Other net

Net cash used for investing activities

Financing activities

Proceeds from the issuance of common stock pursuant to Associate

Discount Stock Purchase Plan

Proceeds from exercise of stock options

Excess tax benefits from stock-based compensation

Repurchases of common and restricted stock

Proceeds from fixed asset financing and capital leases

Repayments of fixed asset financing and capital lease obligations

Payments of deferred financing costs

Change in trade payable program obligation net

Net cash used for financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase/decrease in cash

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Supplemental disclosures of cash flow information

Cash paid during the year
for interest

Cash paid during the year
for income taxes

Property and equipment acquired through capital leases

Accrual for purchases of property and equipment

30272 7343

97829 94187

6602

3040 2287

16998 20710

341 287

7871 7522

1796
95523

1459

21210

1931
617

6967

1324 2060 5130

3401 19822 25919

9624 7063 12104

2764 362 1702
10563 28032 11140

7573 24649 7680
258909 207828 164311

2246 1379 834
269 615691

147286 118918 61213

649 250 1331
149912 120456 57222

2032

6582

7159

105708
2678

1056

188 3377

163808 84936

19 ____________ ____________
16803 76436 22153

150208 226644 204491

167011 150208 226644

1207 1350 1333

40454 37491 58194

767

20394 17998 12041

See accompanying Notes to Consolidated Financial Statements

February
2013

January 28 January 29
2012 2011

in thousands

102585 86566 73397

1938

34762

9229

140752

1460
1341
5449

92175

2063

8499

7627

180298

1511
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ANN INC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

ANN INC the Company is leading national specialty retailer ofwomens apparel shoes and accessories sold primarily

under the Ann Taylor and LOFT brands Its principal markets consist of the United States and Canada The Company sells

its products through traditional retail stores and on the Internet at www.anntaylor.com and www.LOFT.com together the Online

Stores or by phone at 1-800-DIAL-ANN and l-888-LOFT-444

Basis of Presentation

The Consolidated Financial Statements include the accounts of the Company and its subsidiaries including its wholly-

owned subsidiary Annlaylor Inc The Company has no material assets other than the common stock of AnnTaylor Inc and

conducts no business other than the management of AnnTaylor Inc All intercompany accounts have been eliminated in

consolidation

Fiscal Year

The Company follows the standard fiscal year of the retail industry which is 52- or 53-week period ending on the Saturday

closest to January 31 All fiscal years presented in these Consolidated Financial Statements include 52 weeks except the fiscal

year ended February 2013 which includes 53 weeks

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of

America requires management to use estimates and assumptions that affect the reported amount of assets and liabilities and

disclosures of contingent assets and liabilities at the date of the financial statements as well as the reported amounts of revenue

and
expenses during the reporting period The significant estimates and assumptions used by management affect the fair value of

stock based compensation the reserve for sales returns the valuation of inventories the expense associated with short-and long-

term performance-based compensation the carrying value of long-lived assets and the valuation of deferred income taxes Actual

results could differ from these estimates

Revenue Recognition

The Company records revenue as merchandise is sold to clients Sales from the Companys Online Stores are recorded as

merchandise is shipped to clients based on the date clients are expected to receive the merchandise Amounts related to shipping

and handling billed to clients in sales transaction are classified as revenue and the costs related to shipping product to clients

billed and accrued are classified as Cost of sales reserve for estimated returns is established when sales are recorded The

Company excludes sales taxes collected from clients from Net sales in its Consolidated Statements of Operations

Gift cards and merchandise credits issued by the Company do not have expiration dates and the Company honors all gift

cards and merchandise credits presented by clients regardless of the length of time that passes from issuance to redemption The

Company records liability for unredeemed gift cards and merchandise credits at the time gift cards are sold or merchandise

credits are issued The Company recognizes revenue and relieves the corresponding gift card and/or merchandise credit liability

when the cards are redeemed by clients

In cases where the Company has determined that it has legal obligation to remit the value of unredeemed gift cards and

merchandise credits to any state the value of these cards is escheated to the appropriate state in accordance with that states

unclaimed property laws In certainjurisdictions the Company is permitted to retain portion ofthe escheated value ofunredeemed

gift cards and merchandise credits which is immaterial and is recorded in Net sales in the Companys Consolidated Statements

of Operations

During Fiscal 2012 the Company recognized $6.6 million in revenue for the portion of the unredeemed value of gift cards

and merchandise credits where the Company has determined that under applicable state unclaimed property laws there is no legal

obligation to escheat these amounts to such states and the likelihood of redemption is considered remote Fiscal 2012 is the first

period during which the Company recognized gift card and merchandise credit breakage and therefore includes breakage income

related to gift cards sold and merchandise credits issued since inception of these programs Such gift card and merchandise credit

breakage is estimated based upon an analysis of actual historical redemption patterns and is included in Net sales in the

Companys Consolidated Statements of Operations
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ANN INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Summary of Significant Accounting Policies Continued

Revenue Recognition continued

The Company has credit card program which offers eligible clients in the United States the choice of private label or co

branded credit card All cardholders are automatically enrolled in the Companys exclusive rewards program which is designed

to recognize and promote client loyalty The Company provides the sponsoring bank with marketing support of the program and

uses its sales force to process
credit card applications for both the private label and co-branded credit cards As part of the program

which began in October 2008 and has six and one-half year term the Company received an upfront signing bonus from the

sponsoring bank The Company also receives ongoing payments for new accounts activated as well as share of finance charges

collected by the sponsoring bank These revenue streams are accounted for as single unit of accounting under Accounting

Standards Codification ASC 605-25 Revenue Recognition and accordingly are recognized as revenue ratably based on the

total projected revenues over the term of the agreement

Certain judgments and estimates underlie the Companys projected revenues and related expenses under the credit card

program including projected future store counts the number of applications processed the Companys projected sales growth

and points breakage among other things During Fiscal 2012 Fiscal 2011 and Fiscal 2010 the Company recognized approximately

$17.8 million $16.5 million and $14.8 million of revenue related to the credit card program respectively Partially offsetting the

income from the credit card program are costs net of points breakage related to the client loyalty program These costs are included

in either Cost of sales or in Net sales as sales discount as appropriate The cost of sales impact net of points breakage was

approximately $5.7 million $3.8 million and $0.3 million and the sales discount impact was approximately $6.8 million $5.5

million and $3.0 million in Fiscal 2012 Fiscal 2011 and Fiscal 2010 respectively

Cost of Sales and Selling General and Administrative Expenses

The following table illustrates the primary costs classified in each major expense category

Cost of Sales Selling General and Administrative Expenses

Cost of merchandise sold Payroll bonus and benefit costs for retail and corporate

associates

Costs associated with the Companys sourcing operations Design and merchandising costs

Freight costs associated with moving merchandise from Occupancy costs for retail and corporate facilities

suppliers to the Companys distribution center

Costs associated with the movement of merchandise Depreciation related to retail and corporate assets

through customs

Costs associated with the fulfillment and shipment ofclient Advertising and marketing costs

orders from the Companys Online Stores including multi-

channel sales

Depreciation related to merchandise management Occupancy and other costs associated with operating the

systems Companys distribution center

Sample development costs Freight expenses
associated with moving merchandise

from the Companys distribution center to its retail stores

or from store to store and

Direct costs of the credit card client loyalty program Legal finance information systems and other corporate

overhead costs

Merchandise shortage and

Client shipping costs for store merchandise shipments

Cash and Cash Equivalents

Cash and short-term highly liquid investments with original maturity dates of three months or less at time of purchase and

no redemption restrictions are considered cash or cash equivalents The Company has significant amounts of cash and cash

equivalents invested in deposit accounts at FDIC-insured financial institutions that are currently in excess of federally insured

limits
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ANN INC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Summary of Significant Accounting Policies Continued

Merchandise Inventories

Merchandise inventories are valued at the lower of average cost or market at the individual item level reserve is established

to account for situations where the current selling price or future estimated selling price is less than cost Physical inventory counts

are performed annually in January and estimates are made for any shortage between the date of the physical inventory count and

the balance sheet date

Property and Equipment

Property and equipment are presented at cost less accumulated depreciation and amortization Depreciation and amortization

are computed on straight-line basis over the following estimated useful lives

Building 40 years

Leasehold improvements 10 years or term of lease if shorter

Furniture fixtures and equipment 2-10 years

Software years

When assets are sold or retired the related cost and accumulated depreciation are removed from their respective accounts

and any resulting gain or loss is recorded to Selling general and administrative expenses unless the amounts were associated

with the Companys multi-year strategic restructuring program in which case they are included in Restructuring charges in the

Companys Consolidated Statements of Operations Expenditures for maintenance and repairs which do not improve or extend

the useful lives of the respective assets are expensed as incurred

Store Pre-Opening Costs

Non-capital expenditures such as rent advertising and payroll costs incurred prior to the opening of new store are charged

to expense in the period they are incurred

Internal-Use Software Development Costs

As required byASC 50-40 Internal-Use Software the Company capitalizes certain external and internal computer software

and software development costs incurred during the application development stage The application development stage generally

includes software design and configuration coding testing and installation activities Capitalized costs include only external direct

cost of materials and services consumed in developing or obtaining internal-use software and payroll and payroll-related costs

for employees who are directly associated with and devote time to the internal-use software project Capitalization of such costs

ceases no later than the point at which the project is substantially complete and ready for its intended use Training and maintenance

costs are expensed as incurred while upgrades and enhancements are capitalized if it is probable that such expenditures will result

in additional functionality Capitalized software costs are depreciated on straight-line basis over five years

Deft rred Rent Obligations

Rent expense under non-cancelable operating leases with scheduled rent increases or free rent periods is accounted for on

straight-line basis over the initial lease term beginning on the date of initial possession which is generally when the Company
has access to the space and begins construction build-out Any reasonably assured renewals are considered The amount of the

excess of straight-line rent expense over scheduled payments is recorded as deferred liability Construction allowances and other

such lease incentives are recorded as deferred credits and are amortized on straight-line basis as reduction of rent expense

beginning in the period they are deemed to be earned which often is subsequent to the date of initial possession and generally

coincides with the store opening date The current portion of unamortized deferred lease costs and construction allowances is

included in Accrued tenancy and the long-term portion is included in Deferred lease costs on the Companys Consolidated

Balance Sheets

Lease Termination Costs

Contractual penalties associated with lease terminations are accounted for in accordance with the requirements of ASC

840-20 Leases Operating Leases which requires that the amount of the penalty be recognized on either an undiscounted or

discounted basis with consistent application The Company recognizes such penalties on an undiscounted basis at the time

notification to terminate the lease is provided to the lessor
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ANN INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Summary of Significant Accounting Policies Continued

Long-Lived Assets

The Company accounts for long-lived tangible assets under ASC 360-10 Property Plant and Equipment Long-lived assets

are reviewed periodically for impairment or when events or changes in circumstances indicate that full recoverability of net asset

balances through future cash flows is in question Assessment for possible impairment is based on the Companys ability to recover

the carrying value of the long-lived asset from the expected future pre-tax cash flows at store level undiscounted and without

interest charges The expected future pre-tax cash flows are estimated based on historical experience knowledge and market data

Estimates of future cash flows require the Company to make assumptions and to apply judgment including forecasting future

sales and expenses and estimating the useful lives of assets These estimates can be affected by factors such as but not necessarily

limited to future store results real estate demand and economic conditions that can be difficult to predict If the expected future

cash flows related to the long-lived assets are less than the assets carrying value an impairment charge is recognized for the

difference between estimated fair value and carrying value There were no material impairment charges in Fiscal 2012 Fiscal

2011 or Fiscal 2010

Advertising

Costs associated with the production of advertising such as print and other costs as well as costs associated with

communicating advertising that has been produced such as magazine ads are expensed when the advertising first appears in

public Costs of direct mail catalogs and postcards are fully expensed when the advertising is scheduled to first arrive in clients

homes Advertising costs were approximately $96.2 million $88.4 million and $79.3 million in Fiscal 2012 Fiscal 2011 and Fiscal

2010 respectively

Stock-based Awards

The Company accounts for stock-based awards in accordance with ASC 718-10 Compensation Stock Compensation ASC

718-10 requires the Company to estimate the grant-date fair value and recognize that estimated value as compensation expense

over the requisite service period which is generally the vesting period adjusted for estimated forfeitures The Company estimates

the fair value of non-qualified stock options on the date of grant using the Black-S choles option pricing model The fair value of

restricted stock awards is determined using the closing price of the Companys common stock on date of grant

Long-Term Performance Compensation Expense

The Company recognizes the compensation cost associated with its Restricted Cash Program RCP over the mandatory

service period adjusted for estimated forfeitures The service period includes the fiscal year
in which amounts earned under the

program are banked plus mandatory three-year deferral period The calculation of long-term performance compensation expense

related to the RCP requires the input of subjective assumptions including the expected forfeiture of earned and banked awards

and forecasts of our future income growth The Company estimates forfeitures based on historical RCP forfeiture patterns as well

as current and future trends of expected behavior and estimates future income growth based on past performance future business

trends and new business initiatives

Income Taxes

The Company accounts for income taxes in accordance with ASC 740-10 Income Taxes ASC 740-10 requires the use of

the asset and liability method Under the asset and 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 valuation

allowance has been established for deferred tax assets relating to certain tax credits in non-U.S jurisdictions since management

anticipates that it is not more likely than not that these assets will be realized In determining the need for valuation allowance

management is required to make assumptions and to apply judgment including forecasting future earnings taxable income and

the mix of earnings in the jurisdictions in which the Company operates

The tax effects of uncertain tax positions taken or expected to be taken in income tax returns are recognized only if they are

more likely-than-not to be sustained on examination by the taxing authorities based on the technical merits as of the reporting

date The tax benefits recognized in the financial statements from such positions are measured based on the largest benefit that

has greater than fifty percent likelihood of being realized upon ultimate settlement The Company recognizes estimated accrued

interest and penalties related to uncertain tax positions in income tax expense
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ANN INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Summary of Significant Accounting Policies Continued

Income Taxes continued

The Company derecognizes an uncertain tax position in the period when it is effectively settled Previously recognized tax

positions are derecognized in the first period in which it is no longer more likely than not that the tax position would be sustained

upon examination

The Company and its domestic subsidiaries file consolidated Federal income tax return while the Companys foreign

subsidiaries file in their respective local jurisdictions

Segments

The Company has determined that it has four operating segments as defined underASC 280-10 SegmentReporting including

Ann Taylor LOFT Ann Taylor Factory and LOFT Outlet The Company has aggregated its operating segments based on the

aggregation criteria outlined in ASC 280-10 which states that two or more operating segments may be aggregated into single

operating segment if aggregation is consistent with the objective and basic principles ofASC 280-10 if the segments have similar

economic characteristics similarproduct similarproduction processes similar clients and similarmethods of distribution

The Companys operating segments have similareconomic characteristics and similaroperating financial and competitive

risks They are similar in nature of product as they all offer womens apparel shoes and accessories Merchandise inventory for

the Companys operating segments is sourced from the same countries and some of the same vendors using similarproduction

processes Clients of the Companys operating segments have similar characteristics Merchandise for the Companys operating

segments is distributed to retail stores in similarmanner primarily through the Companys Louisville Distribution Center and

is subsequently distributed to clients in similarmanner through its retail and outlet stores The Companys Ann Taylor and LOFT

operating segments also sell merchandise through the Companys Online Stores

Fair Value of Financial Instruments

ASC 825-10 Financial Instruments requires management to disclose the estimated fair value of certain assets and liabilities

defined by ASC 825-10 as financial instruments The Company did not have any non-financial assets or non-financial liabilities

that are recognized at fair value on recurring basis at February 2013 or January 28 2012 At February 2013 and January 28

2012 management believes that the carrying value of cash and cash equivalents short-term investments receivables and payables

approximates fair value due to the short maturity of these financial instruments

Self-Insurance

The Company is self-insured for certain losses related to its employee point of service medical plan its workers compensation

plan general liability and for short-term and long-term disability up to certain thresholds Costs for self-insurance claims filed

as well as claims incurred but not reported are accrued based on estimates using information received from plan administrators

third-party actuaries historical analysis and other relevant data Management believes that it has adequately reserved for its self-

insurance liability which is capped through the use of stop loss contracts with insurance companies Any significant variation

from historical trends in claims incurred but not paid could cause actual expense to differ from the accrued liability

Foreign Currency Translation

Balance Sheet accounts of the Companys Canadian operations which commenced during the third quarter of Fiscal 2012

are translated at the exchange rate in effect at the end of each period Statement of Operations accounts are translated using the

weighted average
of the prevailing exchange rates during each period Gains or losses resulting from foreign currency transactions

are included in the Companys Consolidated Statements of Operations under the caption Other non-operating income/expense

whereas translation adjustments are reflected in the Consolidated Statements of Comprehensive Income under the caption Foreign

currency translation adjustment
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ANN INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Summary of Significant Accounting Policies Continued

Immaterial Correction of Balance Sheet Equity Accounts and Consolidated Statements ofStockholders Equity

Subsequent to the issuance of its Fiscal 2011 consolidated financial statements the Company determined that beginning in

Fiscal 2009 it has been incorrectly recording the dollar impact of shares issued out of Treasury Stock in connection with the

exercise of stock options the issuance of restricted stock grants and the vesting in shares of restricted unit grants In connection

with these share issuances the Company inappropriately reduced its Treasury Stock balance in an amount equal to the exercise

price of shares issued in connection with stock options exercised or the incorrect cost basis of shares issued in connection with

restricted stock grants and the vesting in shares of restricted unit grants The Company should have reduced Treasury Stock by

the cost basis of the shares issued with any difference being charged or credited to Additional Paid-in Capital As result the

Company has restated previously presented balances to appropriately reflect the impact of these transactions in its Consolidated

Statements of Stockholders Equity and Consolidated Balance Sheets The cumulative impact of these corrections has the effect

of reducing both Treasury Stock and Additional Paid-in Capital by $17.6 million $28.5 million and $35.0 million as of January

30 2010 January 292011 and January 28 2012 respectively These adjustments had no effect on any other accounts or financial

statements

Recent Accounting Pronouncements

In June 2011 the Financial Accounting Standards Board FASB issued Accounting Standards Update ASU 2011-05

Presentation of Comprehensive Income ASU 2011-05 amended ASC 220-10 Comprehensive Income and requires that all changes

in comprehensive income be presented either in single continuous statement of comprehensive income or in two separate but

consecutive statements and also requires the presentation of reclassification adjustments from other comprehensive income to

net income on the face of the financial statements In December 2011 the FASB issued ASU 2011-12 Presentation of

Comprehensive Income which indefinitely deferred the requirement of ASU 2011-05 related to presentation of reclassification

adjustments from other comprehensive income to net income on the face of the financial statements In February 2013 the FASB

issued ASU 2013-02 Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income which sets forth

additional disclosure requirements for items reclassified out of accumulated other comprehensive income and into net income that

will be effective for annual reporting periods beginning after December 152012 The Company adopted ASU 2011-05 as modified

by ASU 2011-12 in the first quarter of Fiscal 2012 by presenting separate but consecutive statements See the Consolidated

Statements of Comprehensive Income The Company will adopt the disclosures required by ASU 2013-02 in the first quarter of

Fiscal 2013

Fair Value Measurements

At February 2013 the Company had $8.1 million invested in self-directed non-qualified deferred compensation plan

the Deferred Compensation Plan for certain executives at the vice-president level and above which is structured as rabbi

trust These investments are classified as trading securities and are recorded as long-term asset included in Other assets on

the Companys Consolidated Balance Sheets The investments are valued based on quoted market prices Unrealized holding gains

and losses are included in Interest income/expense on the Companys Consolidated Statements of Operations See Note

Retirement Plans for further discussion of the Deferred Compensation Plan

ASC 820-10 Fair Value Measurements and Disclosures establishes three-level fair value hierarchy that prioritizes the

inputs used to measure fair value This hierarchy requires entities to maximize the use of observable inputs and minimize the use

of unobservable inputs The three levels of inputs used to measure fair value are as follows

Level Quoted prices in active markets for identical assets or liabilities

Level Observable inputs other than quoted prices included in Level such as quoted prices for markets that are not

active or other inputs that are observable or can be corroborated by observable market data

Level Unobservable inputs that are supported by little or no market activity and that are significant to the fair value

ofthe assets or liabilities This includes certain pricing models discounted cash flow methodologies and similartechniques

that use significant unobservable inputs
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The following tables segregate all financial assets and liabilities as ofFebruary 22013 and January 282012 that are measured

at fair value on recurring basis into the most appropriate level within the fair value hierarchy based on the inputs used to determine

fair value at the measurement date

Quoted Prices Significant

in Active Other Significant

Markets for Observable Unobservable

February Identical Assets Inputs Inputs

2013 Level Level Level

in thousands

Non-qualified deferred compensation plan assets 8123 3868 4255

Total assets 8123 3868 4255

Quoted Prices Significant

in Active Other Significant

Markets for Observable Unobservable

January 28 Identical Assets Inputs Inputs

2012 Level Level Level

in thousands

Non-qualified deferred compensation plan assets 4149 1309 2840

Total assets 4149 1309 2840

The Company maintains self-directed non-qua4f led deferred compensation plan structured as rabbi trust for certain

executives at the vice-president level and above Certain of the investment assets of the rabbi trust are valued based on

quoted market prices which are considered Level inputs with the remainder valued based on the net asset value

determined by the value of the underlying assets which are considered Level inputs

At February 2013 the Company believes that the carrying value of cash and cash equivalents receivables and payables

approximates fair value due to the short maturity of these financial instruments

Property and Equipment

Property and equipment consists of the following

February January 28
2013 2012

in thousands

Land 1056 1056

Buildings 13393 13363

Leasehold improvements 593578 555813

Furniture and fixtures 300604 299794

Computer equipment and software 248103 241562

Assets under construction 22522 22133

1179256 1133721

Less accumulated depreciation and amortization 769553 772831

Net property and equipment 409703 360890

Depreciation and amortization expense was approximately $97.8 million $94.2 million and $95.5 million in Fiscal 2012

Fiscal 2011 and Fiscal 2010 respectively
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Revolving Credit Facility

On December 19 2012 the Companys wholly-owned subsidiary AnnTaylor Inc and certain of its subsidiaries entered

into Fourth Amended and Restated $250 million senior secured revolving credit facility with Bank of America N.A and

syndicate of lenders the Credit Facility which amended the existing senior secured revolving credit facility due to expire in

April 2013 The Credit Facility extended the maturity date to December 19 2017 established $75 million sub-facility solely

for loans and letters of credit to be provided to ANN Canada Inc wholly owned subsidiary of AnnTaylor Inc and increased

our option to expand the total facility and the aggregate commitments thereunder up to $400 million subject to the lenders

agreement to increase their commitment for the requested amount In addition as of the date of the amendment the margin added

to the LIBOR rate was reduced to between 1.25% 1.50% from previous range of 1.25% 1.75% depending upon the Average

Daily Availability as defined in the Credit Facility and the monthly commitment fee on the unused revolving loan commitment

was reduced to between 0.20% 0.25% per annum where it was previously 0.325% 0.375% per annum The Credit Facility may

be used for working capital letters of credit and other corporate purposes and contains an acceleration clause which upon the

occurrence of an Event of Default including but not limited to Material Adverse Effect as defined in the Credit Facility may

cause any outstanding borrowings to become immediately due and payable

The maximum availability for loans and letters of credit under the Credit Facility is governed by quarterly borrowing base

determined by the application of specified percentages to certain eligible assets primarily accounts receivable and inventory

Commercial and standby letters of credit outstanding under the Credit Facility totaled approximately $14.1 million $16.7 million

and $17.6 million as of February 2013 January 28 2012 and January 29 2011 respectively leaving remaining available

balance for loans and letters of credit of $150.8 million $146.4 million and $120.2 million as of February 2013 January 28

2012 and January 29 2011 respectively There were no borrowings outstanding under the Credit Facility at February

2013 January 28 2012 or as of March 2013 the date of this Report

Amounts outstanding under the Credit Facility bear interest at rate equal to at the option of AnnTaylor Inc the Base

Rate defined as the higher ofi the federal funds rate plus margin of 0.50% and ii the Bank of America prime rate or the

LIBOR Rate as defined in the Credit Facility plus in each case an applicable margin which is between 0.25% and 0.50% for

Base Rate loans and between 1.25% and 1.50% for LIBOR loans depending on the Average Daily Availability as defined in the

Credit Facility In addition AnnTaylor Inc is required to pay the lenders monthly commitment fee on the unused revolving loan

commitment at rate ranging from 0.20% to 0.25% per annum Fees for outstanding commercial and standby letters of credit

range
from 0.50% to 0.625% and from 1.25% to 1.50% respectively The Credit Facility contains financial and other covenants

including limitations on indebtedness and liens and fixed charge coverage
ratio covenant that is triggered if certain liquidity

thresholds are not met

The Credit Facility permits the Company to pay cash dividends and permits dividends by AnnTaylor Inc to fund such cash

dividends subject to certain Liquidity requirements as defined in the Credit Facility and other conditions as set forth in the Credit

Facility Subject in some cases to specific exceptions certain subsidiaries of the Company are also permitted to pay dividends

to the Company to fund certain taxes owed by the Company fund ordinary operating expenses
of the Company not in excess of

$500000 in any fiscal year repurchase common stock held by employees not in excess of 100000 in any fiscal year and for certain

other stated purposes

The lenders have been granted security interest in the inventory and accounts receivable of AnnTaylor Inc and certain of

its subsidiaries as collateral for the obligations under the Credit Facility

Commitments and Contingencies

Operating Leases

The Company occupies its retail stores and administrative facilities under operating leases most of which are non-cancelable

Most of the store leases grant the Company the right to extend the term for one or two additional five-year periods under substantially

the same terms and conditions as the original leases Most store leases also contain early termination options which can be exercised

by the Company under specific conditions Most of the store leases require payment of specified minimum rent plus contingent

rent based on percentage of the stores net sales in excess of specified threshold In addition most of the leases require payment

of real estate taxes insurance and certain common area maintenance CAM costs in addition to the future minimum lease

payments The Company also leases certain office equipment for its corporate offices and store locations under non-cancelable

operating leases which generally have three-year terms
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Operating Leases continued

Future minimum lease payments under non-cancelable operating leases as of February 2013 are as follows

Fiscal Year in thousands

2013 210553

2014 202295

2015 184928

2016 158181

2017 142385

Thereafter 458307

Total 1356649

Less sublease rentals 14715

Net rentals 1341934

The minimum lease payments presented above do not include CAM charges or real estate taxes which are also contractual

obligations under the Companys store and office operating leases but are generally not fixed and can fluctuate from year to year

Total CAM charges and real estate taxes for Fiscal 2012 Fiscal 2011 and Fiscal 2010 were $78.8 million $70.4 million and $68.6

million respectively

Rent expense excluding CAM charges and real estate taxes for the fiscal years ended February 2013 January 28 2012

and January 29 2011 was as follows

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

in thousands

Minimum rent 212947 200825 194331

Percentage rent 2911 2460 986

Total 215858 203285 195317

Legal Proceedings

The Company is subject to various legal proceedings and claims that arise in the ordinary course of its business Although

the amount of any liability that could arise with respect to these actions cannot be determined with certainty in the Companys

opinion any such liability will not have material adverse effect on its consolidated financial position consolidated results of

operations or liquidity

Earnings per Share

Basic earnings per share is calculated by dividing net income associated with common stockholders 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 and contingently issuable securities if the effect is

dilutive in accordance with the treasury stock method discussed in ASC 260-10 Earnings Per Share

The determination and reporting of earnings per share requires the inclusion of time- and performance-based restricted stock

as participating securities since they have the right to share in dividends if declared equally with common shareholders During

periods ofnet income participating securities are allocated proportional share of net income determined by dividing total weighted

average participating securities by the sum of total weighted average common shares and participating securities the two-class

method During periods of net income participating securities have the effect of diluting both basic and diluted earnings per

share During periods of net loss no effect is given to participating securities since they do not share in the losses of the Company
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The following table presents reconciliation of basic and diluted earnings per share for the fiscal
years

ended February

2013 January 28 2012 and January 29 2011 respectively

Fiscal Year Ended

February 22013 January 28 2012 January 29 2011

in thousands except per share amounts

Per Per Per

Net Share Net Share Net Share

Basic Earnings per Share Income Shares Amount Income Shares Amount Income Shares Amount

Net income $102585 86566 73397

Less net income associated

with participating securities 1470 1455 1300

Basic earnings per
share

$101115 47494 2.13 85111 51200 1.66 72097 57203 1.26

Diluted Earnin2s per Share

Net income $102585 86566 73397

Less net income associated

with participating securities 1452 1432 1280

Effect of dilutive securities 600 829 907

Diluted earnings per share

$101133 48094 2.10 85134 52029 1.64 72117 58110 1.24

Non-participating securities stock options representing 1381750 2028204 and 2878825 shares of common stock were

excluded from the above computation of weighted average shares for diluted earnings per share for Fiscal 2012 Fiscal 2011 and

Fiscal 2010 respectively due to their antidilutive effect since their exercise prices exceeded the average market price of the

common shares during the periods In addition non-participating securities performance-based restricted units representing

11918 14125 and 7063 shares of common stock were excluded from the above computations of weighted-average shares for

diluted earnings per share for Fiscal 2012 Fiscal 2011 and Fiscal 2010 respectively due to the fact that they are contingently

issuable securities whose measurement period had not concluded as of the end of the fiscal year

Equity and Incentive Compensation Plans

Preferred Stock

At February 2013 January 28 2012 and January 29 2011 there were two million shares of preferred stock par value

$0.01 authorized and unissued

Repurchase Program

On August 19 2010 the Companys Board of Directors approved $100 million expansion of the Companys existing

securities repurchase program the Repurchase Program bringing the total authorized under the Repurchase Program to $400

million On March 2011 the Companys Board of Directors approved an additional $200 million expansion of the Repurchase

Program bringing the total authorized under the Repurchase Program to $600 million The Repurchase Program will expire when

the Company has repurchased all securities authorized for repurchase thereunder unless terminated earlier by the Companys

Board of Directors Purchases of shares of common stock 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 increase treasury shares available for general corporate purposes During Fiscal 2012 the Company repurchased 4.9 million

shares of its common stock through open market purchases under the Repurchase Program at cost of $135 million During Fiscal

2011 the Company repurchased 7.3 million shares of its common stock under the Repurchase Program at cost of $175 million

During Fiscal 2010 the Company repurchased 4.2 million shares of its common stock under the Repurchase Program at cost of

$100 million As of February 2013 and March 2013 the date of this Report $49.1 million remained available under the

Repurchase Program
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Associate Discount Stock Purchase Plan

In Fiscal 1999 the Company established an Associate Discount Stock Purchase Plan the Stock Purchase Plan Under

the terms of the Stock Purchase Plan as amended eligible employees may purchase shares of the Companys common stock

quarterly at price equal to 85% of the lower of the closing price of the Companys common stock at the beginning or end of

each quarterly stock purchase period Participating employees pay for their stock purchases under the Stock Purchase Plan by

authorizing limited payroll deductions of up to maximum of 15% of their compensation On May 19 2010 and May 15 2008

the Companys stockholders approved an increase in the number of shares available for purchase under the Stock Purchase Plan

by 1500000 and 650000 shares respectively During Fiscal 2012 87082 shares were issued pursuant to the Stock Purchase

Plan at an average discount of $3.93 per
share At February 2013 there were 1428496 shares available for future issuance

under the Stock Purchase Plan The Company recorded approximately $0.6 million $0.6 million and $0.7 million in compensation

expense related to the Stock Purchase Plan during Fiscal 2012 Fiscal 2011 and Fiscal 2010 respectively

Stock Incentive Plans

The Company has three active stock incentive plans the Plans which are summarized below

Shares Reserved
Shares Reserved Available

Defined Restricted Total for Issuance at for Future

Name Plan Name Stock/Units Authorized February 2013 Grant

2000 Plan 2000 Stock Option and Restricted

Stock Award Plan 562500 2250000 1000

2002 Plan 2002 Stock Option and Restricted

Stock and Unit Award Plan 787500 4500000 369025

2003 Plan 2003 Equity Incentive Plan 5760000 11750000 4165645 1750568

Included in the number of total authorized shares The Company may issue restricted stock or restricted unit grants up

to the levels provided under each plan however shares not used for this purpose are available for issuance as stock

option grants

On May 19 2010 the Companys stockholders approved certain amendments to the Companys 2003 Plan including

increasing the total authorized shares reserved for issuance from 8.75 million to 11.75 million shares

Stock option awards outstanding under the Companys Plans are granted at exercise prices which are equal to the market

value of the Companys common stock on the grant date determined in accordance with the applicable Plan generally vest over

three or four years
and expire no later than ten years after the grant date Each of the Plans also includes an acceleration clause by

which all options not exercisable by their terms will upon the occurrence of certain contingent events become exercisable Shares

underlying stock award grants are generally issued out of treasury stock All the Plans allow for restricted stock awards and the

2002 Plan and 2003 Plan also allow for restricted unit awards restricted unit represents the right to receive share of common

stock and/or the cash value of share of common stock on the date the restrictions on the restricted unit lapse The restrictions on

restricted stock or restricted unit grants generally lapse over three- or four-year period from the date ofthe grant Certain executives

also receive performance-based restricted stock or restricted unit grants which generally vest over three years if certain pre

established goals are met In the event grantee terminates employment with the Company any unvested stock options and any

restricted stock or restricted units still subject to restrictions are generally forfeited

General

ASC 718-10 requires forfeitures to be estimated at the time of grant and revised if necessary in subsequent periods if actual

forfeitures differ from initial estimates In Fiscal 2012 Fiscal 2011 and Fiscal 2010 stock-based compensation expense was

recorded net of estimated forfeitures such that expense was recorded only for those stock-based awards that are expected to vest
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During the fiscal years ended February 2013 January 28 2012 and January 29 2011 the Company recognized

approximately $17.0 million $20.7 million and $21.2 million respectively in total stock-based compensation expense This stock-

based compensation expense is included on the same income statement line as the cash compensation paid to the recipient of the

stock-based award The associated tax benefit recognized in the Consolidated Statements of Operations for the fiscal years ended

February 2013 January 28 2012 and January 29 2011 was approximately $7.9 million $10.0 million and $6.7 million

respectively

ASC 18-10 also requires that cash flows resulting from tax deductions in excess of the cumulative compensation cost

recognized for stock-based compensation arrangements excess tax benefits be classified as financing cash flows For the fiscal

years ended February 22013 January 282012 and January 292011 excess tax benefits realized from stock-based compensation

arrangements were $9.2 million $7.6 million and $7.2 million respectively The Company received $34.8 million $8.5 million

and $6.6 million in cash from the exercise of stock options during the fiscal
years

ended February 2013 January 28 2012 and

January 29 2011 respectively

Stock Options

In accordance with ASC 718-10 Compensation Stock Compensation the Company recognizes stock option expense equal

to the grant date fair value of stock option on straight-line basis over the requisite service period which is generally the vesting

period net of estimated forfeitures As of February 2013 there was $6.6 million of unrecognized compensation cost related to

unvested options which is expected to be recognized over remaining weighted average vesting period of 1.8 years The total

intrinsic value of options exercised was approximately $26.1 million $13.3 million and $11.2 million during Fiscal 2012 Fiscal

2011 and Fiscal 2010 respectively

The following table summarizes stock option activity for the fiscal year ended February 2013

Weighted

Average
Exercise

Shares Price

Options outstanding at January 28 2012 4498817 22.18

Granted 530750 28.10

Exercised 1925199 18.06

Forfeited or expired 319266 26.98

Options outstanding at February 2013 2785102 25.61

Vested and exercisable at February 2013 1876984 25.19

Options expected to vest in the future as of February 2013 794441 26.48

Options granted during Fiscal 2012 vest annually over three-year period and expire ten years after the grant

date

The weighted average fair value of options granted during the fiscal
years

ended February 2013 January 28 2012 and

January 292011 estimated as of the grant date using the Black-Scholes option pricing model was $12.47 $13.20 and $9.29 per

share respectively The weighted average remaining contractual term for options outstanding at February 2013 and January 28

2012 was 5.9 and 6.0 years respectively The weighted average remaining contractual term for options vested and exercisable at

February 2013 was 4.6 years The weighted average remaining contractual term for options expected to vest in the future at

February 2013 was 8.5 years At February 2013 the aggregate intrinsic value of options outstanding options vested and

exercisable and options expected to vest was $17.6 million $13.5 million and $3.6 million respectively

Option valuation models require the input of highly subjective assumptions including expected stock price volatility The

Black-Scholes option pricing model was developed for use in estimating the fair value of traded options which have no vesting

restrictions and are fully transferable The fair value of options granted under the Companys Plans was estimated on the date of

grant using the Black-Scholes option pricing model with the following assumptions
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Stock Options continued

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Expected volatility 54.6% 57.2% 54.9%

Risk-free interest rate 0.9% 1.7% 2.2%

Expected life years 4.4 4.5 4.7

Dividend yield

The risk-free rate is based on zero-coupon U.S Treasury rate in effect at the time of grant with maturity dates that coincide

with the expected life of the options The expected life of the options is based on calculation of the Companys historical exercise

patterns to estimate future exercise patterns The expected volatility for grants is based on simple average ofi historical volatility

of stock price returns using daily closing prices and ii the volatility implied by exchange-traded call options to purchase the

Companys common stock to the extent sufficient data for the latter is available Historical volatility was calculated as of the grant

date using stock price data over periods of time equal in duration to the expected life of the options granted In assessing implied

volatility data the Company analyzed call option market activity during the three-month period preceding the grant date The

Company also considered the volume of market activity of the underlying shares and traded options the similarity of the exercise

prices of traded options to the exercise price of employee stock options during the period and traded options whose terms are close

to the expected term of the employee stock options

Restricted Stock

In accordance with ASC 718-10 the fair value of restricted stock awards is based on the market price of the Companys

stock on the date of grant determined in accordance with the applicable Plan and is amortized to compensation expense on

straight-line basis over the requisite service period which is generally the vesting period net of estimated forfeitures As of

February 2013 there was $8.5 million of unrecognized compensation cost related to unvested restricted stock awards which is

expected to be recognized over remaining weighted average vesting period of 1.9 years The weighted average grant date fair

value of restricted stock awards granted during the fiscal years ended February 2013 January 28 2012 and January 29 2011

was $28.18 $27.65 and $19.82 respectively The total fair value of restricted stock awards vested during the fiscal years ended

February 22013 January 28 2012 and January 29 2011 was $11.7 million $14.2 million and $15.2 million respectively

The following table summarizes restricted stock activity for the fiscal year ended February 2013

Time Based Performance Based

Weighted Weighted

Average Average
Number of Grant Date Number of Grant Date

Shares Fair Value Shares Fair Value

Restricted stock awards at January 28 2012 523096 18.40 247003 17.13

Granted 335562 28.33 146500 27.85

Vested 337005 13.78 81364 10.44

Forfeited 60257 26.34 108468 16.57

Restricted stock awards at February 2013 461396 27.96 203671 27.81

Of this amount 257375 shares vest equally in each of March 2013 2014 and 2015 5000 shares vest equally in each of

September 2013 2014 and 2015 4000 shares vest equally in each of March 2013 and 2014 41187 shares vest in May

2013 3000 shares vest equally in each ofDecember 2013 2014 and2Ol5 and the remaining 25000 shares vest in December

2015

These shares vest over three-year period based on achievement ofperformance targets set bi-annually for each tranche of

the grant Based on Company performance grantees may earn 50% to 150% of the shares granted with respect to each

tranche If the Company does not achieve the minimum threshold goal associated with such shares grantees will not earn

any shares with respect to that tranche
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Restricted Units

In March 2010 the Company granted time- and performance-vesting restricted unit awards with grant date fair value of

$19.58 The time-vesting restricted unit awards vest annually over three years The performance-vesting restricted unit awards

vest annually over three-year period based on achievement of performance targets set bi-annually for each tranche of the grant

Based on Company performance grantees may earn 50% to 150% of the units granted with respect to each tranche If the Company

does not achieve the minimum threshold goal associated with such grants grantees will not earn any units with respect to that

tranche Managements estimates of the probability and level of achievement related to the performance-vesting restricted unit

awards is considered in the compensation cost recorded during Fiscal 2012 Fiscal 2011 and Fiscal 2010

Since there were insufficient shares available to settle these restricted unit awards in stock as of the date of grant they were

classified and accounted for as liability awards and were marked-to-market through May 19 2010 Under mark-to-market

accounting the liability for these awards was remeasured periodically during the period through May 19 2010 based upon the

closing market price of the Companys common stock On May 19 2010 the Companys shareholders approved an additional

3000000 shares under the Companys 2003 Plan As such the Company reserved shares sufficient to cover these restricted unit

awards reclassified the liability of approximately $0.5 million recognized through that date into equity and began accounting for

these awards as equity awards as of May 19 2010 The per share fair value of the restricted unit awards as of May 19 2010 was

$21.10

In accordance with ASC 718-10 the fair value of restricted units is based on the market price of the Companys stock on

the date of grant determined in accordance with the applicable Plan and is amortized to compensation expense on straight-line

basis over the requisite service period which is generally the vesting period net of estimated forfeitures The total fair value of

restricted unit awards vested during the fiscal year ended February 2013 was $3.2 million As of February 2013 there was

$0.3 million of unrecognized compensation cost related to unvested restricted units which is expected to be recognized over

remaining weighted average vesting period of 0.1 years

The following table summarizes restricted unit activity for the fiscal year ended February 2013

Time Based Performance Based

Weighted Weighted

Average Average
Number of Grant Date Number of Grant Date

Shares Fair Value Shares Fair Value

Restricted unit awards at January 28 2012 175353 19.58 98670 19.58

Vested 86165 19.58 27871 19.58

Forfeited 14172 19.58 24796 19.58

Restricted unit awards at February 2013 75016 19.58 46003 19.58

Long-Term Performance Compensation

The Company maintains long-term cash incentive program the RCP for vice-presidents and above Corporate operating

profit is the performance metric applied in determining amounts earned under the RCP and any such earnings are banked and

mandatorily deferred until the end of the third fiscal year following the earnings period Amounts banked are adjusted upwards or

downwards by the average percentage increase or decrease as the case may be of the Companys corporate net income performance

over the mandatory three-year deferral period Such corporate net income performance may be modified for certain unusual or

infrequently occurring events to avoid distorting operating fundamentals and thereby benefiting or penalizing management for the

financial impact of such unusual or infrequent events The Company estimates corporate net income performance based on past

results future business trends and new business initiatives

In order to receive payments under the RCP participants must be employed by the Company at the end of the mandatory

three-year deferral period except in limited circumstances Accordingly amounts banked under the RCP are recorded as

compensation expense on pro-rata basis over the service period net of estimated forfeitures The service period includes the

fiscal year in which amounts earned under the program are banked plus the mandatory three-year deferral period The Company

estimates forfeitures based on historical RCP forfeiture patterns as well as current and future trends of expected behavior Any

adjustments to compensation expense associated with changes in corporate net income performance or estimated forfeiture rates

during the service period are accounted for as changes in estimate
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During the fiscal years ended February 2013 January 28 2012 and January 29 2011 the Company recognized $18.5

million $29.2 million and $22.8 million in compensation expense under the RCP portion of which applies to changes in estimates

As of February 2013 there was $29.3 million of unrecognized compensation cost under the RCP which is expected to be

recognized over remaining weighted average deferral period of 2.3 years

Income Taxes

The provision for income taxes for the fiscal years ended February 22013 January 28 2012 and January 292011 consists

of the following

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

in thousands

Federal

Current 30404 37956 45440

Deferred 24276 12361 1465
Total federal 54680 50317 43975

State and local

Current 5174 11809 1300

Deferred 5421 4702 515
Total state and local 10595 7107 785

Foreign

Current 702 773 780

Deferred 909 316 185

Total foreign 207 457 965

Total 65068 57881 45725

The reconciliation between the provision for income taxes and the expected provision for income taxes at the U.S federal

statutory rate of 35% for the fiscal years ended February 2013 January 28 2012 and January 29 2011 is as follows

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

dollars in thousands

U.S operations 170896 143562 118007

Foreign operations 3243 885 1115

Income before income taxes 167653 144447 119122

Federal statutory rate 35% 35% 35%

Provision for income taxes at federal statutory rate 58679 50556 41693

State and local income taxes net of federal income tax benefit 6886 4620 3031

Non-deductible expenses 2341 1700 1677

Settlements of tax examinations 4113 267

Other 1275 738 676

Provision for income taxes 65068 57881 45725
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The income tax provision reflects the current and deferred tax consequences
of events that have been recognized in the

Companys Consolidated Financial Statements or tax returns U.S federal income taxes are provided on unremitted foreign earnings

except those that are considered indefinitely reinvested which at February 2013 amounted to approximately $3.6 million

However if these earnings were not considered indefinitely reinvested under current law the incremental tax on such undistributed

earnings would be approximately $0.5 million The Company considers the earnings of certain non-U.S subsidiaries to be

indefinitely reinvested outside the United States and our current plans do not demonstrate need to repatriate them to fund our

U.S operations

The tax effects of significant items comprising the Companys deferred tax assets/liabilities as of February 2013 and

January 28 2012 are as follows

As of

February January 28
2013 2012

in thousands

Current

Inventory 8261 8331

Accrued
expenses

and other 15559 15011

Deferred rent and lease incentives 6593 7657

Total
gross

deferred tax assets current 30413 30999

Less valuation allowance 16
Total net deferred tax assets current 30397 30999

Non-current

Depreciation and amortization 91062 66271

Deferred rent and lease incentives 67650 64074

Benefits related 22337 29109

Other 6058 7579

Amounts included in accumulated other comprehensive loss 2788 3323

Total
gross

deferred tax assets non-current 7771 37814

Less valuation allowance 158
Total net deferred tax assets non-current 7613 37814

The valuation allowance for deferred tax assets as of February 2013 was approximately $0.2 million There was no

valuation allowance as of January 28 2012 The valuation allowance is primarily related to certain non-U.S alternative minimum

tax credits that in the judgment of management are not more likely than not to be realized prior to expiration In assessing the

realizability of deferred tax assets management considers whether it is more likely than not that some or all of the deferred tax

assets will not be realized The realization of deferred tax assets depends on the generation of future taxable income during the

periods in which those temporary differences are deductible Management considers the scheduled reversal ofdeferred tax liabilities

projected taxable income and tax planning strategies in making this assessment

At February 2013 the Company has net operating loss carry-forwards of $3.0 million for state income tax purposes and

$0.2 million for income tax of certain non-U.S jurisdictions In addition the Company has $0.2 million of alternative minimum

tax credits in non-U.S jurisdictions which are available to reduce future income taxes if any over an indefinite period
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Balance at January 30 2010

Additions based on tax positions related to the current year

Additions for tax positions of prior years

Reductions for tax positions of prior years

Balance at January 29 2011

Additions based on tax positions related to the current year

Additions for tax positions of prior years

Reductions for tax positions of prior years

Lapses in statutes of limitation

Balance at January 28 2012

Additions based on tax positions related to the current year

Additions for tax positions of prior years

Reductions for tax positions of prior years

Settlements

Lapses in statutes of limitation

Balance at February 2013
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Income Taxes Continued

reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows

in thousands

3070

478

3925

514

6959

708

786

144

512

7797

383

396

148

4579

51
3798

To the extent these unrecognized tax benefits are ultimately recognized approximately $3.1 million will impact the

Companys effective tax rate in future period The Company anticipates that the amount of unrecognized tax benefits may be

reduced within the next twelve months by approximately $0.5 million to $1.0 million as result of the settlement of certain tax

examinations lapses in statutes of limitations and voluntary tax filings for certain prior tax years

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in its provision for income

taxes During Fiscal 2012 the Company recognized $1.8 million in net interest income in its provision for income taxes primarily

due to the interest benefit associated with settlement of U.S federal tax examination During Fiscal 2011 the Company recognized

approximately $0.7 million in interest and penalties net of related deferred tax assets on unrecognized tax benefits The Company

had approximately $1.9 million and $4.8 million for the payment of interest and penalties accrued at February 2013 and

January 28 2012 respectively

The Company files income tax returns in the U.S Federal jurisdiction and various state and local jurisdictions and generally

remains open to income tax examinations by relevant tax authorities for tax years beginning with Fiscal 2009 The Company also

files income tax returns in foreign jurisdictions and generally remains open to income tax examinations for tax years beginning

with Fiscal 2005 The Company is under examination by certain state and local jurisdictions Although the outcome of these matters

cannot currently be determined the Company believes adequate provision has been made for any potential unfavorable financial

statement impact

Retirement Plans

Savings Plan

Substantially all employees of the Company and its subsidiaries who are regular full-time employees or who work 1000

hours during 12-month period are eligible to participate in the Companys 401k Plan Beginning October 2007 participants

could contribute up to 100% of their annual earnings to the 401k Plan in any combination of pre-tax or after-tax contributions

and after January 2012 to Roth 401k as well subject to certain limitations The Company matches 100% with respect to the

first 3% and 50% with respect to the second 3% of each participants contributions to the 401k Plan Participants are 100% vested

in the company matching contributions after two years
of service Effective January 12010 the Company suspended its matching

contributions under the 401k Plan however the Company match was reinstated effective January 2011 The Companys

contributions to the 401k Plan for Fiscal 2012 Fiscal 2011 and Fiscal 2010 were approximately $7.5 million $6.8 million and

$0.1 million respectively
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Pension Plan

The Company froze its non-contributory defined benefit pension plan the Pension Plan in October 2007 As result no

additional associates became participants in the Pension Plan and no additional benefits were earned under the Pension Plan on

or after October 2007

The following table provides information for the Pension Plan as of February 2013 and January 28 2012

Fiscal Year Ended

February January 28
2013 2012

in thousands

Change in benefit obligation

Projected benefit obligation at beginning of year 38609 31338

Interest cost 1752 1667

Actuarial loss/gain 2825 7123

Benefits paid 8936 1519

Projected benefit obligation at end of
year 34250 38609

Change in plan assets

Fair value of plan assets at beginning of
year 32181 29780

Actual return on plan assets 3172 3920

Benefits paid 8936 1519
Fair value of plan assets at end of year 26417 32181

Funded status at end of
year 7833 6428

Net amount included in Other liabilities 7833 6428

The accumulated benefit obligation for the Companys Pension Plan was approximately $34.3 million and $38.6 million at

February 2013 and January 28 2012 respectively As result of the Pension Plan freeze the accumulated benefit obligation

equals the projected benefit obligation

The following table summarizes the components of net periodic benefit cost and other amounts recognized in accumulated

other comprehensive loss

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

in thousands

Net periodic benefit cost

Interest cost 1752 1667 1787

Expected return on plan assets 1500 1729 1673

Amortization of net loss 726 62 300

Settlement loss recognized 1760 338

Net periodic benefit cost 2738 752

Other changes in plan assets and benefit obligations recognized in

other comprehensive loss

Net loss/gain arising during the
year 1153 4932 2317

Settlement charge 1760 338

Amortization of net loss 726 62 300

Total recognized in other comprehensive loss/income 1333 4870 2955

Total recognized in net periodic benefit cost and other comprehensive

loss/income 1405 4870 2203
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Pension Plan continued

As result of the Pension Plan freeze the Company has no remaining prior service cost that will be amortized from

accumulated other comprehensive loss into net periodic benefit cost When the total amount of lump sum payments made to Pension

Plan participants exceeds the interest cost for the fiscal year non-cash settlement charge is recorded Since the total amount of

lump sum payments made to plan participants was greater than the interest component of pension expense during Fiscal 2012 and

Fiscal 2010 non-cash settlement charges of $1.8 million and $0.3 million respectively were recorded and included in Selling

general and administrative expenses in our Consolidated Statements of Operations There were no such settlement charges in

Fiscal 2011

Amounts recognized in accumulated other comprehensive loss consist of

Fiscal Year Ended

February January 28
2013 2012

in thousands

Net actuarial loss 7307 8641

Total 7307 8641

For the fiscal years
ended February 2013 and January 28 2012 the following weighted average assumptions were used

to determine benefit obligations at the end of the fiscal year

Fiscal Year Ended

February January 28
2013 2012

Discount rate 4.35% 4.85%

For the fiscal years ended February 2013 January 28 2012 and January 29 2011 the following weighted average

assumptions were used to determine net periodic benefit cost

Fiscal Year Ended

February January 28 January 29
2013 2012 2011

Discount rate 4.85% 5.75% 6.15%

Long-term rate of return on assets 5.10% 6.25% 6.25%

To develop the expected long-term rate of return on Pension Plan assets the Company considered the historical returns and

the future expectations for returns for each asset class as well as the target asset allocation of the Pension Plan portfolio The

Company assumes that all employees will take lump-sum payouts based on historical payout trends The discount rate was developed

using yield curve which consists of spot interest rates for each of the next 30 years and is developed based on pricing and yield

information for high quality corporate bonds whose cash flows mirror the anticipated timing of future benefit payments

Since the Pension Plan was frozen in October 2007 its goal is to provide all plan benefits and expenses through growth

and income from the Pension Plan assets with such employer contributions as may be required in accordance with applicable

rules and regulations Accordingly the Company sets recommended asset allocation percentages based upon the funded status of

the Pension Plan Ifthe funded status is less than 100% the recommended allocation of Pension Plan Assets is 45% equity securities

and 55% debt securities If the funded status is greater than 100% but less than 110% the recommended allocation of Pension

Plan assets is 25% equity securities and 75% debt securities If the funded status is greater than 110% the recommended allocation

of Pension Plan assets is 100% debt securities The Companys Investment Committee has the authority to override the target

asset allocation or adjust the timing of asset allocation changes to the extent considered necessary
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Pension Plan continued

Pension Plan assets consist primarily of equity and fixed income funds or cash and cash equivalents The equity securities

do not include any of the Companys common stock The Pension Plans principal investment objectives are to minimize the

volatility of the funding ratio and achieve satisfactory rate of return based on that objective incur reasonable pension cost in

the long-term and satisfy its benefit obligations The Pension Plans investment performance guidelines are set and measured

against appropriate portfolio benchmarks The Pension Plans goals objectives asset allocation policies and funding forecasts are

reviewed periodically within any given plan year or when significant changes have occurred in Pension Plan benefits participant

demographics or funded status

As discussed in Note Fair Value Measurements ASC 820-10 establishes three-level fair value hierarchy that prioritizes

the inputs used to measure fair value This hierarchy requires entities to maximize the use of observable inputs and minimize the

use of unobservable inputs The investments held by the Companys Pension Plan as well as their associated level within the fair

value hierarchy are shown below

Mutual funds money marketfunds and common collective trusts

These investments are valued using the Net Asset Value provided by the administrators of the funds The Net Asset

Value is based on the value of the underlying assets owned by the fund or trust minus its liabilities and then divided by

the number of shares outstanding The unit price of this investment is not quoted in an active market However the unit

price is based on underlying investments which are either traded in an active market or are valued based on observable

inputs such as market interest rates and quoted prices for similar securities and therefore are classified in Level of the

fair value hierarchy

The following tables segregate all financial assets and liabilities held by the Companys Pension Plan as of February 2013

and January 28 2012 measured at fair value on recurring basis at least annually into the most appropriate level within the fair

value hierarchy based on the inputs used to determine fair value at the measurement date
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Mutual funds

Real estate

Total mutual funds

Common collective trusts

Small blend

Mid cap blend

Large value

Large growth

Foreign large blend

Long-term bond

Total common collective trusts

Money market funds

Total assets

Mutual funds

Foreign large blend

Large growth

Mid cap blend

Real estate

Mid cap growth
______________________________________________

Total mutual funds

Small blend

Large value

Foreign large growth

Long-term bond

Total common collective trusts

Money market funds

Total assets

Quoted Prices Significant

in Active Other

Markets for Observable

February Identical Assets Inputs

2013 Level
______

Level

in thousands

Significant

Unobservable

Inputs

Level

534 534

534 534

1010 1010

983 983

2496 2496

2971 2971

1543 1543

16445 16445

25448 25448

435 435

26417 26417

Quoted Prices Significant

in Active Other Significant

Markets for Observable Unobservable

January 28 Identical Assets Inputs Inputs

2012 Level Level Level

in thousands

986 986

2590 2590

953 953

669 669

493 493

5691 5691

500 500

2503 2503

495 495

22464 22464

25962 25962

528 528

32181 32181
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Pension Plan continued

The benefits expected to be paid under the Pension Plan as of February 2013 are as follows

Fiscal Year in thousands

2013 2128

2014 1977

2015 1674

2016 2055

2017 1786

2018-2022 7031

The Company made no contributions to the Pension Plan in Fiscal 2012 Fiscal 2011 or Fiscal 2010 Although the Company

was not required to make contribution to the Pension Plan during these periods any deterioration in the financial markets or

changes in discount rates may require the Company to make contribution to its Pension Plan in Fiscal 2013

Non-Qualfled Deferred Compensation Plan

Under the Companys Deferred Compensation Plan certain executives at the vice-president level and above may defer up

to 50% of their salary and prior to January 2011 up to 100% of cash-based performance compensation earned during calendar

year Beginning in January 2011 those executives may only defer up to 95% of cash-based performance compensation earned

during calendar year Under the Deferred Compensation Plan the Company matches the amount of the base and bonus

compensation deferred by the executive during the Plan year above the Internal Revenue Code Section 401 17 qualified plan

compensation limit as indexed on an annual basis Eligible Compensation The Company matches 100% on the first 3% of

participants deferred Eligible Compensation and 50% of participants deferred Eligible Compensation over 3% and up to 6%
Effective January 2010 the Company suspended the match on amounts deferred under the Deferred Compensation Plan on or

after that date however the match was reinstated effective January 2011 Amounts deferred and credited to the executives

deferred compensation account are at all times fully vested The Companys matching contribution vests upon the second anniversary

of the executives date of hire or earlier upon change in control as defined under the Deferred Compensation Plan The value

of the Companys matching contributions during Fiscal 2012 Fiscal 2011 and Fiscal 2010 was immaterial
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10 Selected Quarterly Financial Data Unaudited

Quarter

Fiscal 2012 First Second Third Fourth

in thousands except per share amounts

Net sales 560411 594872 612548 607678

Gross margin 317371 332401 354399 298171

Net income 28732 30735 40748 2370

Basic earnings per share 0.59 0.64 0.85 0.05

Diluted earnings per share 0.58 0.63 0.84 0.05

Quarter

Fiscal 2011 First Second Third Fourth

in thousands except per share amounts

Net sales 523628 558201 564003 566661

Gross margin 299952 306801 324240 277150

Net income 27314 24792 32280 2180

Basic earnings per share 0.52 0.48 0.62 0.04

Diluted earnings per share 0.51 0.47 0.61 0.04

Includes $6.2 million inpre-tax revenue recorded during the thi rd quarter ofFiscal 2012 for aportion of the unredeemed

value of gfl cards and merchandise credits where the Company has determined that under applicable state unclaimed

property laws there is no legal obligation to escheat these amounts to such states and the likelihood of redemption is

considered remote

Includes approximately $5.5 million in pre-tax charges recorded during thefourth quarter of Fiscal 2011 for severance

and related costs associated with the separation of the former Brand President Ann Taylor division

The sum of the quarterly per share data may not equal the annual amounts due to quarterly changes in the weighted

average shares and share equivalents outstanding
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Document

3.1 Restated Certificate of Incorporation of the Company as amended through March 15 2011 Incorporated by

reference to Exhibit 3.1 to the Form 10-Q of the Company for the Quarter ended April 30 2011 filed on May

20 2011

3.2 Bylaws of the Company as amended through March 15 2011 Incorporated by reference to Exhibit 3.2 to the

Form 8-K of the Company filed on March 16 2011

10.1 Fourth Amended and Restated Credit Agreement dated as of December 19 2012 by and among AnnTaylor

Inc Annco Inc AnnTaylor Distribution Services Inc AnnTaylor Retail Inc Ann Card Services Inc ANN
Canada Inc the financial institutions from time to time parties thereto Bank ofAmerica N.A as administrative

and collateral agent JPMorgan Chase Bank N.A as syndication agent and Wells Fargo Bank National

Association as documentation agent the Credit Agreement

10.2 Fourth Amended and Restated Pledge and Security Agreement dated as of December 19 2012 by AnnTaylor

Inc ANN INC Annco Inc AnnTaylor Distribution Services Inc AnnTaylor Retail Inc and Ann Card

Services Inc in favor of Bank of America N.A in its capacity as administrative agent for each of the lenders

party to the Credit Agreement

10.3 Fourth Amended and Restated Parent Guaranty dated as of December 19 2012 made by ANN INC in favor

of Bank of America N.A in its capacity as administrative agent for each of the lenders party to the Credit

Agreement

10.4 Agreement of Lease dated as of August 2004 between the Company and No Times Square Development

LLC Incorporated by reference to Exhibit 10.5 to the Form 10-Q of the Company for the Quarter ended July

31 2004 filed on September 2004

10.5 Amended and Restated Tax Sharing Agreement dated as of November 10 2003 between the Company and

AnnTaylor Inc Incorporated by reference to Exhibit 10.2 to the Form 10-K of the Company filed on March 25

2004

0.6t The AnnTaylor Stores Corporation 1992 Stock Option and Restricted Stock and Unit Award Plan Amended and

Restated as of February 23 1994 the 1992 Plan Incorporated by reference to Exhibit 10.15 to the Form 10-

of the Company filed on May 1997

10.6.lt First Amendment to the 1992 Plan amended as of February 20 1997 Incorporated by reference to Exhibit

10.15.1 to the Form 10-Q of the Company for the Quarter ended August 1997 filed on September 12 1997

0.6.2t January 16 1998 Amendment to the 1992 Plan as amended Incorporated by reference to Exhibit 10 to the Form

8-K of the Company filed on March 13 1998

10.6.3t May 12 1998 Amendment to the 1992 Plan as amended Incorporated by reference to Exhibit 10.16.3 to the

Form 10-Q of the Company for the Quarter ended May 1998 filed on June 16 1998

10.6.4t Amendment to the 1992 Plan effective as of March 10 2000 Incorporated by reference to Exhibit 10.8.4 to

the Form 10-K of the Company filed on April 18 2000

10.6.5t Second Restated Amendment to the 1992 Plan effective as of March 2004 Incorporated by reference to

Exhibit 10.1 to the Form 10-Q of the Company for the Quarter ended July 31 2004 filed on September 2004

10.6.6t Amendment to the 1992 Plan effective as of January 26 2006 Incorporated by reference to Exhibit 10.4.8 to

the Form 10-K of the Company filed on March 23 2006

10.7t The AnnTaylor Stores Corporation 2000 Stock Option and Restricted Stock Award Plan the 2000 Plan

Incorporated by reference to Exhibit 10.4 to the Form 10-K of the Company filed on April 2003

10.7.1 First Amendment to the 2000 Plan effective as of January 292002 Incorporated by reference to Exhibit 10.18.1

to the Form 10-K of the Company filed on April 42002

0.7.2t Second Restated Second Amendment to the 2000 Plan effective as of March 2004 Incorporated by reference

to Exhibit 10.2 to the Form 10-Q of the Company for the Quarter ended July 31 2004 filed on September

2004

0.7.3t Third Amendment to the 2000 Plan effective as of January 26 2006 Incorporated by reference to Exhibit 10.5.5

to the Form 10-K of the Company filed on March 23 2006

65



ANN INC
EXHIBIT INDEX

O.7.4t Fourth Amendment to the 2000 Plan effective as of March 13 2008 Incorporated by reference to Exhibit 10.8

to the Form 10-Q of the Company for the Quarter ended May 2008 filed on May 29 2008

10.8t The AnnTaylor Stores Corporation 2002 Stock Option and Restricted Stock and Unit Award Plan the 2002

Plan Incorporated by reference to Exhibit 10.9 to the Form 10-K of the Company filed on April 42002

10.8.1 First Amendment to the 2002 Plan effective as of March 11 2003 Incorporated by reference to Exhibit 10.1

to the Form l0-Q of the Company for the Quarter ended May 2003 filed on June 13 2003

10.8.2t Second Restated Second Amendment to the 2002 Plan effective as of March 92004 Incorporated by reference

to Exhibit 10.3 to the Form lO-Q of the Company for the Quarter ended July 31 2004 filed on September

2004

l0.8.3t ThirdAmendment to the 2002 Plan effective as of January 262006 Incorporated by reference to Exhibit 10.6.5

to the Form 10-K of the Company filed on March 23 2006

0.8.4t Fourth Amendment to the 2002 Plan effective as of March 13 2008 Incorporated by reference to Exhibit 10.9

to the Form l0-Q of the Company for the Quarter ended May 2008 filed on May 29 2008

0.9t The AnnTaylor Stores Corporation 2003 Equity Incentive Plan the 2003 Plan as amended through March

10 2010 Incorporated by reference to Exhibit 10.1 to the Form 10-Q of the Company for the Quarter ended

May l2olofiledonMay2l2010

10 lOt Amended and Restated AnnTaylor Stores Corporation Management Performance Compensation Plan the

ATIP Incorporated by reference to Exhibit 10.1 to the Form 8-K filed on May 18 2007

10.10.1 Amendment to the ATIP effective as of March 13 2008 Incorporated by reference to Exhibit 10.7 to the Form

l0-Q of the Company for the Quarter ended May 2008 filed on May 29 2008

10.1 0.2t Second Amendment to the ATIP effective as of March 2009 Incorporated by reference to Exhibit 10.12.2 to

the Form 10-K of the Company filed on March 2009

10.11 Amended and Restated ANN iNC Management Performance Compensation Plan Incorporated by reference

to Exhibit 10.1 to the Form l0-Q of the Company for the Quarter ended July 28 2012 filed on August 172012

10.1 2t AnnTaylor Stores Corporation Deferred Compensation Plan as amended through August 182005 Incorporated

by reference to Exhibit 10.1 to the Form 8-K of the Company filed on August 24 2005

10.1 3t ANN INC Non-Qualified Deferred Compensation Plan as amended and restated as of November 16 2011

10 l4 AnnTaylor Stores Corporation Special Severance Plan the Special Severance Plan as amended through

August 21 2008 Incorporated by reference to Exhibit 10.4 to the Form 0-Q of the Company for the Quarter

ended November 2008 filed on November 21 2008

10.14.1t Amendment to the Special Severance Plan effective as of November 13 2012

10.1 St Form of 2002 Plan Non-Qualified Stock Option Agreement Time-Vesting Options for Directors Incorporated

by reference to Exhibit 10.1 to the Form 8-K of the Company filed on October 29 2004

10.1 6t Form of 2003 Plan Non-Statutory Stock Option Agreement Time-Vesting Options for Directors Incorporated

by reference to Exhibit 10.2 to the Form 8-K of the Company filed on October 29 2004

10.1 7t Form of 2003 Plan Restricted Stock Award Agreement for Non-Employee Directors Time-Vesting Restricted

Stock Incorporated by reference to Exhibit 10.3 to the Form 8-K of the Company filed on May 16 2006

10.1 8t Form of 2000 Plan Non-Qualified Stock Option Agreement Time-Vesting Options Incorporated by reference

to Exhibit 10.5 to the Form l0-Q of the Company for the Quarter ended May 2007 filed on June 2007

10.1 9t Form of 2002 Plan Non-Qualified Stock Option Agreement Time-Vesting Options Incorporated by reference

to Exhibit 10.6 to the Form l0-Q of the Company for the Quarter ended May 2007 filed on June 2007

0.20t Form of 2003 Plan Non-Statutory Stock Option Agreement Time-Vesting Options Incorporated by reference

to Exhibit 10.1 to the Form 8-K of the Company filed on May 16 2006

10.21 Form of 2000 Plan Restricted Stock Award Agreement Time-Vesting Restricted Stock Incorporated by

reference to Exhibit 10.9 to the Form l0-Q of the Company for the Quarter ended April 29 2006 filed on June

2006
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0.22t Form of 2002 Plan Restricted Stock Award Agreement Time-Vesting Restricted Stock Incorporated by

reference to Exhibit 10.7 to the Form 10-Q of the Company for the Quarter ended April 29 2006 filed on June

2006

0.23t Form of 2003 Plan Restricted Stock Award Agreement Time-Vesting Restricted Stock Incorporated by

reference to Exhibit 10.2 to the Form 8-K of the Company filed on May 16 2006

0.24t Form of 2002 Plan Restricted Stock Award Agreement Performance-Vesting Restricted Stock Incorporated

by reference to Exhibit 10.29 to the Form 10-K of the Company filed on April 12005

0.25t Form of 2003 Plan Restricted Stock Award Agreement Performance-Vesting Restricted Stock Incorporated

by reference to Exhibit 10.30 to the Form 10-K of the Company filed on April 12005

0.26t Form of Indemnification Agreement Incorporated by reference to Exhibit 10.1 to the Form 10-Q ofthe Company

for the Quarter ended July 30 2011 filed on August 19 2011

10.27t Summary of Compensation Arrangements for Non-Employee Directors

10.28t Employment Agreement effective as of October 2005 between the Company and Katherine Lawther Krill

Incorporated by reference to Exhibit 10 to the Form 8-K of the Company filed on November 23 2005

10.28.1 Amendment to EmploymentAgreement effective as ofDecember 192008 between the Company and Katherine

Lawther Krill Incorporated by reference to Exhibit 10.32.1 to the Form 10-K of the Company filed on March

2009

0.29t LetterAgreement executed November 2008 between the Company and Gary Muto Incorporated by reference

to Exhibit 10.2 to the Form 10-Q of the Company for the Quarter ended November 2008 filed on November

21 2008

0.30t Letter Agreement executed September 10 2007 between the Company and Michael Nicholson Incorporated

by reference to Exhibit 10.1 to the Form 8-K of the Company filed on September 17 2007

10.31 Confidentiality Non-solicitation of Associates and Non-competition Agreement dated January 14 2013

between the Company and Katherine Hargrove Ramundo

0.32t Confidentiality Non-solicitation of Associates and Non-competition Agreement dated November 2008

between the Company and Gary Muto Incorporated by reference to Exhibit 10.1 to the Form 10-Q of the

Company for the Quarter ended November 2008 filed on November 21 2008

10.32.1 Amendment to Confidentiality Non-solicitation of Associates and Non-competition Agreement between the

Company and Gary Muto effective November 24 2008 Incorporated by reference to Exhibit 10.37.1 to the

Form 10-K of the Company filed on March 2009

0.32.2t Amendment to Confidentiality Non-solicitation of Associates and Non-competition Agreement between the

Company and Gary Muto effective December 18 2012

0.33t Confidentiality Non-solicitation of Associates and Non-competition Agreement dated June 2008 between

the Company and Brian Lynch Incorporated by reference to Exhibit 10.5 to the Form 10-Q of the Company for

the Quarter ended August 2008 filed on August 22 2008

10.33.1 Amendment to Confidentiality Non-solicitation of Associates and Non-competition Agreement between the

Company and Brian Lynch effective December 18 2008 Incorporated by reference to Exhibit 10.38.1 to the

Form 10-K of the Company filed on March 2009

10.33 .2t Second Amendment to Confidentiality Non-solicitation ofAssociates and Non-competition Agreement between

the Company and Brian Lynch effective January 30 2012

10.33 .3t Third Amendment to Confidentiality Non-solicitation ofAssociates and Non-competition Agreement between

the Company and Brian Lynch effective December 19 2012

0.34 Confidentiality Non-solicitation of Associates and Non-competition Agreement dated June 2008 between

the Company and Michael Nicholson Incorporated by reference to Exhibit 10.6 to the Form 0-Q of the Company

for the Quarter ended August 2008 filed on August 22 2008

10.35.1 Amendment to Confidentiality Non-solicitation of Associates and Non-competition Agreement between the

Company and Michael Nicholson effective December 20 2012

0.36t Form of2003 Plan Restricted Unit Award Agreement Time-Vesting Restricted Units Incorporated by reference

to Exhibit 10.41 to the Form 10-K of the Company filed on March 12 2010
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O.37j Form of 2003 Plan Restricted Unit Award Agreement Performance-Vesting Restricted Units Incorporated by

reference to Exhibit 10.5 to the Form 10-Q of the Company for the Quarter ended October 30 2010 filed on

November 19 2010

10.38t Confidentiality Non-solicitation of Associates and Non-competition Agreement dated June 2008 between

the Company and Barbara Eisenberg Incorporated by reference to Exhibit 10.3 to the Form 10-Q ofthe Company

for the Quarter ended August 2008 filed on August 22 2008

21 Subsidiaries of the Company Incorporated by reference to Exhibit 21 to the Form 10-K of the Company filed

on March 2012

23 Consent of Independent Registered Public Accounting Firm

31.1 Certification of chief executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of chief financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.10 Certification of chief executive officer and chief financial officer pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002

1O1JNS XBRL Instance

101.SCH XBRL Taxonomy Extension Schema

101 .CAL XBRL Taxonomy Extension Calculation

101 .DEF XBRL Taxonomy Extension Definition

101 .LAB XBRL Taxonomy Extension Labels

101 .PRE XBRL Taxonomy Extension Presentation

Filed electronically herewith

Furnished electronically herewith

Management contract or compensatory plan or arrangement
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