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FISCAL 2004 RESULTS

* Net sales increased 45%

¢ Sales at The Children’s Place stores grew by almost $200 million, or 25%

e Comparable store sales increased 16%

* And diluted earnings per share increased 85% to $1.57 and 96%to $1.67
after Disney Store acquisition-related items

In fiscal 2004, increasing productivity at The Children’s Place stores was our
#1 priority. To achieve this objective, we focused on merchandise quality,
delivering value, strong in-stock positions and customer conversion. I'm
pleased to report that all of these initiatives achieved the following results:

e Sales per square foot of $300, a 14% increase over last year

* An 80 basis point increase in customer conversion

* A 9% increase in comparable store customer traffic

* Double-digit positive comparable store sales across all regions, all
departments and all store types

e And market share of 3.2%, a 60 basis point increase over last year

FISCAL 2004 MILESTONES

In addition to our strong financial performance, our team accomplished
important milestones during fiscal 2004, which fueled the Company’s
momentum and will support our future growth.

* We successfully completed the acquisition of Disney Store North America
from The Walt Disney Company. We believe that combining the power
and creativity of the Disney brand with our merchandise, sourcing and
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* We opened our first sourcing office in India and expanded our office in
Shanghai, further strengthening our product procurement capabilities.
These offices, combined with our office in Hong Kong, support both brands
and are critical to bringing our unique formula of high quality and value
prices to our customers. During 2004, approximately 30% of our
merchandise was sourced directly, compared to 25% last year. We are well-
positioned to reap the benefits of quota elimination and to take full
advantage of India, a clear emerging market for sourcing apparel.
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FINANCIAL HIGHLIGHTS

STATEMENT OF
OPERATIONS DATA

($000 except per share data)

FISCAL
2004

FISCAL
2003°

FISCAL
20023

NET SALES $1,157,548 PA7938 $671,409
percentage change year to year 45% 19 % 2%
OPERATING INCOME' 697952 36,414 153/895
percentage change year to year 92 % 172% ( 82 )%
NET INCOME' 43,280 22,905 8,081
percentage change year to year 89 % 183 % ( 83 )%
DILUTED EARNINGS PER SHARE' | By $ 0.85 $ 0.30
percentage change year to year 85% 183 % ( 83 )%
SELECTED OPERATING DATA

NUMBER OF STORES

OPEN YEAR END 1,056 691 643
COMPARABLE STORE

SALES INCREASE ( DECREASE )? 16% 4% (16)%
AVERAGE NET SALES PER

STORE ($000)? 1,344 SR 5 ST 137
AVERAGE NET SALES PER

GROSS SQUARE FOQOT? 300 $ 262 $ 263
BALANCE SHEET DATA ($000)

CASH AND CASH EQUIVALENTS 165,196 $ 74,772 $ 36,645
WORKING CAPITAL | F747% 74116 114,275 79,274
TOTAL ASSETS 627,388 426,203 372,044
STOCKHOLDERS' EQUITY 311,663 256,085 228,141

1 Fiscal 2004 operating income, net income and earnings per share include approximately $5.0 million relating o the hi%her cost of sales due to the write-up of the acquired Disney Store inventory sold during the fourth quarter o its fair value, from the value determined under the

refail mvemo% method. Fiscal 2004 results also include an extraordinary gain o
items, fiscal 2

273,000, after taxes, representing fl

Fisca | 0 )00 I e fair value of assets acquired and liabilities assumed in excess of amounts paid to acquire Disney Store North America. Adjusting for these acquisition-related
04 operating income, net income and earnings per share equaled $75.0 million, $46.1 million and $1.67, respectively. The Company is providing adjusted financial information as an addition to, and not as a substitute for, financial measures presented in accordance

with generally accepted accounting principles (“GAAP”) because it believes that the adjusted information is a better indicator of the core business, and that the adjusted information is a beneficial supplemental disclosure to investors in analyzing its past and future performance.
2 The statement of operations data for fiscal 2004 includes ten weeks of operations for the Disney Stores North America from its acquisition date of November 21, 2004. Disney Stores North America is not included in comparable store sales, average net sales per store and average

net sales per gross foot since we did not own them for the full period.

3 In fiscal 2004, we re-stated our previously issued financial statements in connection with certain lease-related accounting matters. For more information, please see our annual report on Form 10-K included herein.
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On November 21, 2004, The Children’s Place acquired through a wholly-
owned subsidiary the Disney Store North America business from The Walt
Disney Company, one of the most important milestones in our history. We
believe that combining the power and creativity of the Disney brand with our
merchandising, sourcing and operating expertise will result in increased sales,
significant margin expansion and expense leverage — resulting in increased
earnings power for our stockholders.

The Disney brand is among the most highly recognized in the world. Across
the globe, Mickey Mouse is a beloved symbol of American culture and we are
delighted to be associated with this icon.

Leading Disney Store’s team is Mario Ciampi, who has been named President
of Disney Store. Mario is a proven leader who, over the past 13 years, has
played a pivotal role in building and growing The Children’s Place, and
spearheaded our successful expansion into Canada and Puerto Rico.

STRATEGIC FIT

¢ Disney Store’s profile is strikingly similar to that of The Children’s Place —
it is a proprietary, mall-based, vertically integrated specialty retailer, and
the customer demographic is comparable.

¢ Disney Store produces strong sales volumes, driven by significant customer
traffic, with approximately 60% of customers shopping in the Disney Store
12 times per year.

* Access to the entire vault of Disney-branded characters as well as certain
other Disney-owned characters such as Lizzie McGuire and Power Rangers
gives us the ability fo showcase the breadth, depth and appeal of Disney
merchandise that cannot be found at any other mall-based retailer.

* The transaction has also given us instant access to the growing children’s
licensed character apparel market and licensed toy businesses.

e While 70% of sales are of classic characters such as Mickey & Friends,
Winnie the Pooh and Disney Princess, upcoming theatrical releases such
as Chicken Little, the recent acquisition of the Muppets and the highly
anticipated novel introducing Disney Fairies provides us with an
abundance of creative content.

OPERATIONS

Our operating plan is comprised of four key initiatives:

* Enhance the in-store experience through a substantial store remodeling
initiative and improved visual merchandising.

* Utilize our sourcing expertise and infrastructure to reduce product costs and
increase gross margin.

e Strengthen the value equation by offering quality merchandise at
affordable prices.

* Leverage existing back office functions and technology systems to lower
operating expenses as a percentage of sales.

We are proud to have successfully completed the integration of the Disney
Store operations in just a few short months. In January, we began receiving
and distributing Disney Store merchandise through our West Coast and
Canadian distribution centers. In addition, all technology platforms have
now been fully transitioned from Disney to The Children’s Place, including our
planning and allocation, store and merchandising systems.

We plan to move our Disney Store headquarters to Pasadena, California in
the Fall of 2005, which will give our team a world-class work environment
designed to support creativity and innovation.

GROWTH

Over the next three years, we plan to remodel a substantial number of stores
into our new prototype. The new store design is experiential, bright, and
brings the magic of the Disney brand to life.

Once the majority of store remodels are complete, we look forward to
growing the chain beyond its current base:

¢ Disney Store thrives wherever good customer traffic exists. Therefore, we
will expand into ‘A" and ‘B’ malls and lifestyle centers.

e With only 300+ stores, several major markets such as metro New York,
Houston, San Diego, Salt Lake City, and Canada have little, if any, Disney
Store penetration.

e In March, the first Disney Store Outlet opened at Woodbury Commons
Outlet Center in New York. Given the power of the Disney brand and our
experience in this channel, we believe the outlet venue is a great way to
grow the business.

Through these various channels, we believe we can successfully grow the
chain to approximately 600 Disney Stores across the US and Canada.

Disney Store gives The Children’s Place instant access to one of the most
magical brands in the world, and is consistent with our goal of being the
leading player in the newborn to age 10 category. Disney Store’s growth
potential is an excellent complement to the strong trends The Children’s
Place brand is enjoying, and we are confident Disney Store will contribute to
our continued growth and long-term success.




OUR TEAM

Great companies thrive because of passionate people who work smart as
a team and with a clear vision for the brand. Put this winning formula

together and a company will surely go places.

The success of The Children’s Place is a direct reflection of our talented
associates, their tireless energy and enthusiasm for the business. Whether
it's something as simple as a cotton T-shirt, or complex as a 4-in-1 winter
jacket, each item requires the same level of care, creativity and

commitment.

At the store level, our associates are the ambassadors of our brands. Day

in and day out, their energy and excitement bring our brands to life.

At the executive level, we are proud to say that our management team
includes some of the best and the brightest in their fields. Our team is the
successful combination of people who have grown with The Children’s Place

and individuals who have come to us from other leading companies.

Together, our talented team provides the expertise, knowledge and

leadership we need to successfully execute our growth strategy.




OUR BRAND

Consumers are embracing The Children’s Place brand like never before. In
2004, we achieved double-digit positive comparable store sales results
across all geographic regions, all departments, and all store types,
demonstrating our brand’s broad appeal.

Clearly, our unique combination of fashion, quality, value and fun is
resonating with moms and kids. Our market share increased approximately
45% in two years, and approximately 137 million consumers walked
through our doors in 2004 alone.

Driving our brand’s momentum is our unwavering commitment to
merchandise quality. Throughout 2004, we challenged ourselves to push
the “quality bar” to new heights, creating an even stronger value equation
for our customers. From garment washing all of our merchandise, to
increasing fabric weights and adding adjustable waists to our bottoms, our
quality is exceeding our customers’ expectations. Together with our one-of-
a-kind fashion sensibility, it's no wonder our customers continue to come
back again and again.

In 2005, we are committed to propelling our brand even further, exploring
new ways to delight our customers with compelling merchandise at
unmatched value.

TOTAL U.S. CHILDREN'S APPAREL MARKET

The Children’s Place
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source: NPDFashionworld —
2004 & 2002 data represents calendar year

note: The Children’s Place market share data
excludes sales from Disney Store.




OUR GROWTH

Increased store productivity. New store growth.
New regions. Gross margin expansion. Across
both brands, plenty of growth remains:

THE CHILDREN'S PLACE

* We remain focused on achieving our sales per
square foot goal of $350, up from our current
level of $300.

* We plan to open a total of 60 new stores in
2005, moving us closer to our goal of over
1,000 stores across the US and Canada:

— We expect to open 15 new stores in
Canada this year, an exciting new market
which can support over 100 stores.

— We intend to open seven new stores in
Puerto Rico, which we believe can grow to
20 to 25 stores over time.

— We will focus on key markets such as
California and Texas, where only 14% of
our stores are located yet 25% of kids
under the age of 10 reside.

— Twelve outlets will open in 2005, in an
effort to further capitalize on the strength
of that business.

DISNEY STORE
o

i =l L1 .
Increasing gross margin is our #1 priority, which
an fo accomplish through better sourcing

cing the level of promotional activity.

1 to remodel 30 to 35 stores into our

ype in 2005, which should result in

les and once again make Disney
lestination inside the malll.

new stores this
erm goal of
approximatel




¥ 30"OFF<.

YOUR NEXT PURCHAS E Sai e

H.l,c"r !

THE CHILDREN’S

PLACE

’@%Nelostore

30" OFF YOUR NEXT PURCHASE



" Ir I:mf -
¥ f I.-|- i:.lil . u " T
g e 118 e

r-' 1 \

THE CHILDREN'S

PLACE

%‘f’snepstore



