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FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwarddimg statements within the meaning of Section @fLihe Securities Exchange Act of
1934, as amended, and the safe harbor provisiotie dfrivate Securities Litigation Reform Act of9E) which reflect our current views with
respect to, among other things, future events mach€ial performance. You can identify these fonvimoking statements by the use of
forward-looking words such as “outlook,” “believe%xpects,” “plans,” “estimates,” or other comphlawords. Any forward-looking
statements contained in this Form 10-K are based opr historical performance and on current plasmates and expectations. The
inclusion of this forwardeoking information should not be regarded as agsgntation by us or any other person that thedyilans, estimat
or expectations contemplated by us will be achie®edth forward-looking statements are subject tua risks and uncertainties, which
include, without limitation: the impact of weaknaésghe economy; changes in the overall level afstoner spending; changes in the whole
cost of our products; the possibility that we mayunable to compete effectively in our highly cotitpe markets; the possibility that our
continued opening of new stores could strain osoueces and have a material adverse effect onusimdss and financial performance; the
possibility that new store openings and existingatmns may be impacted by developer or co-tersanieis; the possibility that the capacity of
our distribution and order fulfillment infrastruceumay not be adequate to support our recent gramdhexpected future growth plans; the
possibility of material disruptions to our infornaat systems; weather conditions that could negtivepact sales; our ability to attract and
retain key executive personnel; our ability to fesfully execute and implement our common stoclndase program; our ability to sustain
our growth plans and successfully develop and impl& our long-range strategic and financial plamt ather risk factors detailed in our
public filings with the Securities and Exchange Qaission (the “SEC”"), including risk factors conta¢hin Item 1A, “Risk Factors” of this
Annual Report on Form 10-K for the year ended Fatyrd, 2014. We assume no obligation to updatef@myard-looking statements as a
result of new information, future events or devel@nts. References in the following discussion te"Wus”, “our”, “the Company”, “Ulta”,
“Ulta Beauty” and similar references mean Ulta 8aldosmetics & Fragrance, Inc. and its consolidatdssidiary, Ulta Inc. unless otherwise
expressly stated or the context otherwise requires.

Part |

ltem 1. Business
Overview

Ulta Beauty (or Ulta, we, the Company) is the lastdmeauty retailer that provides one-stop shopfiingrestige, mass and salon products and
salon services in the United States. We focus owiging affordable indulgence to our customers dymbining unmatched product breadth,
value and convenience with the distinctive envirenirand experience of a specialty retailer. Keyetspof our business include:

One-Stop Shopping Our customers can satisfy all of their beanggds at Ulta. We offer a unique combination ofertbhean 20,000
prestige and mass beauty products organized bgargtéen a bright, open store environment. The bepuducts are arranged in self-
service displays and full-service boutiques in § Wt encourages our customers to enjoy discogeraw products and services. We
believe we offer the widest selection of categosie®ss prestige and mass cosmetics, fragranceat®iskincare, bath and body
products and salon styling tools. We also offauladervice salon and a wide range of salon hagrgaoducts in all of our stores.

Our Value Proposition We believe our focus on delivering a compegllalue proposition to our customers across atiufproduct
categories drives customer loyalty. We offer fragymomotions and coupons, in store events, giftnpurchase offers, a comprehensive
customer loyalty program and targeted promotionsuph our Customer Relationship Management platf@RM).

An Off-Mall Location. Our stores are predominantly located in cormr@nhightraffic locations such as power centers. Our tyipstare
is approximately 10,000 square feet, including egipnately 950 square feet dedicated to our fullseersalon. Our store design, fixtures
and open layout provide the flexibility to respdncconsumer trends and changes in our merchandiiatpgy.
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We were founded as a Delaware corporation in 189 Iaeauty retailer at a time when prestige, madsalon products were sold through
distinct channels — department stores for pregiigelucts, drug stores and mass merchandisers &8 praducts and salons and authorized
retail outlets for professional hair care produé¥e developed a unique specialty retail concepthinimg one-stop shopping, a compelling
value proposition, convenient locations and a waelog shopping environment.

The following description of our business shouldd&d in conjunction with the information contairiedur Management’s Discussion and
Analysis of Financial Condition and Results of Ggiiems included in Item 7 and the consolidatedrfaial statements included in Iltem 8 of t
Annual Report on Form 10-K.

Our competitive strengths
We believe the following competitive strengths eiiéintiate us and are critical to our success:

D ifferentiated merchandising strategy with broad eplp We believe our broad selection of merchandiess categories, price points and
brands offers a unique shopping experience focastomers. While the products we sell can be foomkepartment stores, specialty stores,
salons, drug stores and mass merchandisers, weatiféd these products in one retail format sd tha customers can find everything they
need in one shopping trip. We offer more than 5@Mds, such as Bare Minerals and Urban Decay peestismetics, Nyx and Maybelline
mass cosmetics, Coty and Estée Lauder fragraneeeR and Matrix haircare, as well as Dermalogi@hRhilosophy skincare and Clarisonic
and Ultra Chi personal care appliances. We alser gifivate label Ulta products in key categorieshsas cosmetics, skincare and bath. Bec
we offer a broad array of products in prestige, svaasl salon, we appeal to a wide range of customarsling women of all ages,
demographics, and lifestyles.

Our unique customer experience We combine unmatched product breadth, valdecanvenience with the distinctive environment and
experience of a specialty retailer. Our well-traipeon-commissioned beauty advisors provide unbiaséel customized advice tailored to our
customers’ needs. Our customer service strategweroent locations and attractive store design éoento create a unique shopping
experience.

L oyal and active customer base Approximately thirteen million Ulta customerse members of our loyalty program. We use thisatale
proprietary database to drive traffic, better ustierd our customers’ purchasing patterns and stipper store site selection. We regularly
employ a broad range of media, including digitatatogs and newspaper inserts and targeted pramsalidven by our CRM platform, to drive
traffic to our stores and website.

Strong vendor relationships across product categmri We have strong, active relationships with ®@® vendors, including Bare Minerals,
Coty, Estée Lauder, L'Oréal and Procter & Gamble. Melieve the scope of these relationships, wipelm she three beauty categories of
prestige, mass and salon and which have taken {edevelop, creates a significant impediment theoretailers to replicate our model. We
work closely with our vendors to market both newl awisting brands in a collaborative manner.

Experienced managementte. We have an experienced senior managementttegtrrings a creative merchandising approach and a
disciplined operating philosophy to our business. 8ntinue to expand the depth of our managemant & all levels and in all functional
areas to support our growth.

Five point growth strategy

We intend to expand our presence as a leadinderetdibeauty products and salon services by pogstiie following growth strategies:

Growing stores to approximately 1,200 locationsWe believe that over the long-term, we haeepbtential to grow our store base to
approximately 1,200 Ulta stores in the United Statur internal real estate model takes into adcaumumber of variables, including
demographic and sociographic data as well as ptpuldensity relative to maximum drive times, ecmoand competitive factors. We plan
to continue opening stores both in markets in wiwehcurrently operate and new markets.
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We opened 127 new stores during fiscal 2013, repte®sy a 22% increase in square footage growthaa2so increase in the number of new
stores opened compared to 102 new stores in 28d481. We also remodeled 7 stores and relocatenrdssin fiscal 2013. Our fiscal 2013 new
store program was comprised of approximately 70% steres opened in existing shopping centers aftliBhew shopping centers. In fiscal
2013 approximately one third of new stores weneaw markets and two thirds were filling in existimgrkets.

Fiscal Year
2009 2010 2011 2012 2013
Total stores beginning of period 311 34¢ 38¢ 44¢ 55(
Stores opene 37 47 61 10z 127
Stores close (2) (4) (1) (1) (2
Total stores end of peric 34¢ 38¢ 44¢ 55C 67%
Stores remodele 6 13 17 21 7
Total square footag 3,613,84l 4,094,80: 4,747,114 5,847,39. 7,158,28
Average square footage per st 10,44¢ 10,52¢ 10,57: 10,63: 10,60¢

Expanding our offering by adding new products, ldeand service. Our strategy is to continue to expand ourfpbet of products, brands
and services both by capitalizing on the succesmipéxisting vendor relationships and by identifyand developing new vendor relationst
Over the last several years we have added new gioflom existing vendors across product categovishave also added a number of new
brands in recent years, most notably in our prestagegory which is currently the beauty industhitghest growth category. Fiscal 2013 branc
additions included IT Cosmetics, Lipstick Queen lijaMeaningful Beauty and Perricone. We continoedll out Clinique and Lancéme
boutiques, ending the year with 100 stores witmiGlie boutiques and 105 stores with Lancéme boesigWe also offer haircare services in
our full service salons as well as skin and browises in most of our stores. We plan to estalllih as a leading salon authority by provid
high quality and consistent services from our lgahstylists and by expanding our portfolio of gzs.

Enhancing our successful loyalty progri. We have approximately thirteen million actlyka customers who are enrolled in our loyalty
program. Loyalty member transactions representagpately 80% of our annual total net sales, amdttAnsaction data demonstrates that
loyalty members shop with higher frequency and dpeore per visit as compared to nmembers. In early fiscal 2014, we converted abu
loyalty customers to ULTAmate Rewards, a pointsebdgsrogram. The customer data captured by ourtiopabgram, together with our CRM
platform, also enables customer segmentation aaebarone marketing communications tailored to augt@mers’ unique beauty needs. We
believe our loyalty program combined with our grogriCRM capabilities provide significant long-termpmrtunity for Ulta.

Broadening our marketing rea. We believe our marketing initiatives are a keynponent of our success, providing an effectieams to
introduce new products, brands and services t@xigting and potential new customers. We have hgstly utilized primarily direct mail
advertising, catalogs and newspaper inserts to agrimate with our customers. We plan to continuketerage our print marketing while
expanding our reach into other marketing chaniedtding digital marketing, social media and e-hmaarketing. In addition, we continue to
enhance in-store marketing and special eventsuoate customers and drive traffic. We plan to cardgito focus on our in-store marketing anc
in-store special events as an additional meandwdaging our customers and increasing the frequehtyeir visits to our stores. We believe
Ulta has a significant opportunity to attract naygtomers to our stores and website and we expéutrease our marketing efforts to drive
greater awareness of our brand.

Expanding our digital busine.  Our e-commerce platform serves two roles:@oegate direct channel sales and profits and toraarcate
with our customers in an interactive, enjoyable wayeinforce the Ulta brand and drive traffic tar gtores and website. We continue to
aggressively develop and add new website featumg$uenctionality, marketing programs, product assent, new brands and multi-channel
integration points. We intend to establish oursela® a leading online beauty resource by providimgcustomers with a rich online
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experience for information on key trends and prégluaditorial content, expanded assortments, bedass features and functionality and sc
media content. In 2013 we re-launched ulta.com efithanced content and capabilities and believerevevall positioned to capitalize on the
growth of e-commerce sales of beauty products. @fiev® our website and retail stores provide ostamers with an integrated shopping
experience and increased flexibility for their bigdauying needs.

Our market

We operate within the large and growing U.S. beaubglucts and salon services industry. This maggatesents approximately $113 billion in
retail sales, according to Euromonitor Internati@ra IBIS World Inc. The approximately $65 billieauty products industry includes color
cosmetics, haircare, fragrance, bath and bodycakén salon styling tools and other toiletries.Aivitthis market, we compete across all major
categories as well as a range of price points fBriafy prestige, mass and salon products. The appately $48 billion salon services industry
consists of hair, skin and nail services.

Competition

Our major competitors for prestige and mass pradunciude traditional department stores such asyMamnd Nordstrom, specialty stores suck
as Sephora and Bath & Body Works, drug stores aadbVS/pharmacy and Walgreens, mass merchandisgras Target and Wal-Mart and
the online businesses of the aforementioned redaale well as pure playammerce business such as Amazon. Our competiivengages ar
the quality and assortment of merchandise andessyour value proposition, the quality of our oustrs’ shopping experience and the
convenience of our stores and website as one-gtsfindtions for beauty products.

The market for salon services and products is hiffagmented. Our competitors for salon services@oducts include Regis, Sally Beauty,
JCPenney salons and independent salons.

Stores

Our stores are predominantly located in conventa@gh-traffic locations such as power centers. typical store is approximately 10,000
square feet, including approximately 950 squarédedicated to our full-service salon. We opened (25 net of closings) stores in fiscal
2013 and the average investment required to openwellta store is approximately $1.0 million, whicleludes capital investments, net of
landlord contributions, pre-opening expenses, aitii inventory, net of payables. Our net investitnequired to open new stores and the net
sales generated by new stores may vary dependiaghamber of factors, including geographic locatMfe expect the net investment to open
a new store in 2014 to increase due to increasemfarial and labor costs resulting from a stromgenmercial and residential building
environment compared to the last several yearaf A&bruary 1, 2014, we operated 675 stores inaés

Store remodel program

Our retail store concept, including physical layalisplays, lighting and quality of finishes, hamkred over time to match the rising
expectations of our customers and to keep paceawittmerchandising and operating strategies. We haermal store remodel program in
place to update our older stores to provide a stersi shopping experience across all of our lonatig@Ve remodeled 7 stores in fiscal 2013.
Approximately 95% of our store base features oustrnarrent store design. The average investmeetodel a store in fiscal 2013 was
approximately $1.2 million. Each remodel takes agpnately three months to complete, during whichetive generally keep the store open.

Salon

We operate full-service salons in all of our stof@sr current Ulta store format includes an opeth modern salon area with approximately
eight to ten stations. The entire salon area isceqimately 950 square feet with a concierge desk, tseatment room or dedicated skin
treatment area, semi-private shampoo and hair potmressing areas. Each salon is a full-serviansatfering haircuts, hair coloring and
permanent texture, with
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most salons also providing facials and waxing. \Wetioue to expand our service offering, adding ises; such as gel manicures,
microdermabrasion and hair extensions, to seleettiions. We employ licensed professional stylist @stheticians who offer highly skilled
services as well as an educational experiencaydirgy consultations, styling lessons, skincaremegis, and at-home care recommendations.

Ulta.com

Our e-commerce business represented approximaelyf4ur total sales and grew 74% in fiscal 201Baldom supports the key elements of
our brand proposition and provides access to ni@e 18,000 beauty products from hundreds of branits. the new e-commerce platform
launched in 2013, we expect Ulta.com to becomevan greater element in our marketing programs amar@ important resource for our
customers to access product and store informatmenty trends and technigues and buy from a laggartment of product offerings. We are
confident our e-commerce business will continuddliver rapid growth in in the future, but will Bky begin to moderate off a larger base.
During 2013 we expanded ourcemmerce distribution capabilities by adding fifient to the Chambersburg, Pennsylvania distributienter

Merchandising
Strategy

We focus on offering one of the most extensive pob@nd brand selections in our industry, includinigroad assortment of branded and
private label beauty products in cosmetics, frageahaircare, skincare, bath and body productsaluh styling tools. A typical Ulta store
carries more than 20,000 prestige and mass beeatiyqts. We present these products in an assistegesvice environment using centrally
produced planograms (detailed schematics showindugt placement in the store) and promotional nmaerdising planners. Our merchandis
team continually monitors current fashion trendstdnical sales trends and new product launch&sep Ulta’s product assortment fresh and
relevant to our customers. We believe our broagicteh of merchandise, from moderate-priced brandsgher-end prestige brands, offers a
unique shopping experience for our customers. Mdrtlge products we sell can also be found in depamt stores, specialty stores, salons,
mass merchandisers and drug stores, but we offef thiese products so that our customers candimaything they need in one stop. We
believe we offer a compelling value propositioroto customers across all of our product categoviesoffer frequent promotions and
coupons, in store events, gift-with-purchase offarsomprehensive customer loyalty program ancetatgpromotions through our CRM
platform.

We believe our private label products are a stieddly important category for growth and profit ¢obution. Our objective is to provide
quality, trend-right private label products to done to strengthen our customers’ perception of ldi a contemporary beauty destination. Ult:
manages the full development cycle of these praducin concept through production in order to daliglifferentiated packaging and formulas
to build brand image. Current Ulta cosmetics aritht beands have a strong following and we may exmandrivate label products into
additional categories. Ulta brand products represeapproximately 5% of total company sales indfif013.
Category mix
We offer products in the following categories:

e Cosmetics, which includes products for the facesegheeks, lips and nai

* Haircare, which includes shampoos, conditioneydingt products, and hair accessori

* Salon styling tools, which includes hair dryersjliog irons and flat irons

» Skincare and bath and body, which includes prodoctthe face, hands and boc

* Fragrance

* Nail polish and nailcare produc

* Men’'s skincare, haircare and fragrance prodt
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* Private label, consisting of Ulta branded cosmeskicare, bath and body products and haircae
* Other, including candles, home fragrance productsaher health and beauty produ

Organization

Our merchandising team consists of a Chief Mercisamgl Officer overseeing a team of category Viceditents and their team of buyers. Our
merchandising team works with our centralized manclise planning and forecasting group to ensumnaistent execution across our store
base and e-commerce platform.

Our planogram department assists the merchanteegtehishment team to keep new products flowing stores on a timely basis. All major
product categories undergo planogram revisionsm@galar basis and adjustments are made to assurinie and product placement based on
current sales trends.

Our visual department works with our merchandisegam on strategic placement of promotional mercisandlong with functional and
educational signage and creative product presentatandards, in all of our stores. All stores nexa centrally produced promotional planner
to ensure consistent implementation of our marigegpirograms.

Planning and allocation

We have developed a disciplined approach to bugimya dynamic inventory planning and allocatiorcpss to support our merchandising
strategy. We centrally manage product replenishrieeatr stores through our merchandise planningmrdhis group serves as a strategic
partner to, and provides financial oversight o therchandising team. The merchandising team sreadales forecast by category for the \
Our merchandise planning group creates an opemst@lan, approved by senior executives, for eacklyet category. The open-buy plan is
updated weekly with point-of-sale (POS) data, ngtseand inventory levels and is used throughouy#ae to balance buying opportunities and
inventory return on investment. We believe this@iire maximizes our buying opportunities while maining organizational and financial
control. Regularly replenished products are preskobnsistently in all stores utilizing a merchaimdj planogram process. POS data is used 1
calculate sales forecasts and to determine replerist levels. We determine promotional producteeighment levels using sales histories
from similar or comparable events. To ensure oweiitory remains productive, our planning and reiglament group, along with senior
executives, monitor the levels of clearance and ageentory in our stores on a weekly basis.

Vendor relationships

We have close relationships with our more than\afitlors. Our top ten vendors represented approgiynal % of our total annual sales in
fiscal 2013. These include vendors across all ppbdategories, such as Bare Minerals, Coty, Estérlér, L'Oréal and Procter & Gamble,
among others. We believe our vendors view us &gn#fisant distribution channel for growth and bdaenhancement.

Marketing and advertising
Marketing strategy

We employ a multi-faceted marketing strategy toéase brand awareness, drive traffic to our stameswebsite, acquire new customers,
improve customer retention and increase frequehshapping. We communicate with our customers andpective customers through
multiple vehicles. Our primary marketing expenditis in direct mail catalogs and free-standing npapsr inserts which highlight the breadth
of our selection of prestige, mass and salon bgaiyucts, new products and services and spedakofVe execute a comprehensive public
relations strategy to enhance Ulta’s reputatioa Beauty destination, increase brand awarenegspuqur charitable efforts on behalf of The
Breast Cancer Research Foundation and drive anss@fimew products, in-store events and new s{geeings.

Our loyalty program is an important tool to increastention of existing customers and to enhangie libyalty to the Ulta
brand. Approximately thirteen million active custers are enrolled in this loyalty program, genegatipproximately 80% of Ulta’annual tot:
net sales. In early fiscal 2014, we converted fadiuo
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loyalty customers to ULTAmate Rewards, a pointsedgsrogram. ULTAmate Rewards enables customerartooints based on their
purchases. Points earned are valid for at leasyeaeand may be redeemed on any product we sétltd 2012 we implemented the new C
solution to enable more sophisticated mining ofdhstomer data in our loyalty member database #sawgreater personalization of our
marketing. Throughout 2013 we built upon our CRNatalities to deliver targeted marketing campaitgnsur loyalty program members.

A growing percentage of our marketing expense vil@etd at our digital marketing strategy as a lyigfffective channel to communicate w
existing customers and reach customers who arfamiliar with Ulta or who have not yet shopped with Our online marketing strategy
includes search engine optimization, paid seardilm advertising, affiliate relationships, suchoaéine coupons sites, social media, display
advertising, and other digital marketing channel&a’s email marketing programs are effective imeounicating with online and retail
customers and driving sales.

Staffing and operations
Retail

Our current Ulta store format is staffed with a g@@h manager, a salon manager, two associate nanage part time manager, and
approximately twenty full and part-time associatesluding approximately six to eight prestige coltents and eight to ten licensed salon
professionals. The management team in each stpoetseto the general manager. The general managesees all store activities including
salon management, inventory management, merchagdisash management, scheduling, hiring and geegtss. Members of store
management receive bonuses depending on theiigroaitd based upon various metrics. Each genenahges reports to a district manager,
who in turn reports to a Regional Vice Presider®pgrations who in turn reports to the Senior \Recesident of Operations who in turn rep
to our Chief Executive Officer. Each store teanerees additional support from time to time fromrréting specialists for the retail and salon
operations, regionally based human resource masis@éeld loss prevention team, salon technieahérs, management trainers and vendors

Ulta stores are open seven days a week, eleves halay, Monday through Saturday, and seven houiaday. Our stores have extended
hours during the holiday season.

Salon

A typical salon is staffed with eight to ten licedssalon professionals, including a salon managestylists, and one or two estheticians. Our
most productive salons have a guest coordinatomarabsistant manager. Our salon technical traam@tssendor education classes create a
comprehensive educational program for approxima&@@0 Ulta salon professionals.

Training and development

Our success is dependent in part on our abiligtti@ct, train, retain and motivate qualified assies at all levels of the organization. We have
developed a corporate culture that enables indalidtore managers to make store-level operatingidas and consistently rewards their
success. We are committed to continually developingassociates and providing career advancem@uatriyities. Our associates and
management teams are essential to our store erpastsategy. We use a combination of existing marggromoted associates and outside
hires to support our new stores.

All of our associates participate in an interactiesv-hire orientation through which each assodatmomes acquainted with Ulta’s purpose an
values. Training for new store managers, prestigesgltants and sales associates familiarizes thigmowr beauty products, opening and
closing routines, guest service expectations, @&s prevention policy and procedures, and our @litVe provide continuing education to
salon professionals and retail associates througheir careers at Ulta. Our learning managemestesy allows us to provide ongoing training
to all associates to continually enhance their pco&nowledge, technical skills and guest serviqeedise. In contrast to the sales teams at
traditional department stores, our retail salemteare
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not commissioned. Our prestige consultants areddaio work across all prestige lines and withingnestige boutiques, where customers can
receive makeup demonstrations and skin analysis.

Distribution

We operate three distribution facilities. The fiiatility, located in Romeoville, lllinois, is apmximately 317,000 square feet in size, including
an overflow facility. The second distribution fatilis in Phoenix, Arizona and is approximately 4BJ0 square feet in size. The third
distribution center, located in Chambersburg, Pgragia, opened in April 2012. The Chambersburgeliause contains approximately
373,000 square feet. We are embarking on a mudti-yepply chain project beginning in 2014 whichl witlude adding additional capacity,
including a fourth distribution center expectedfen in 2015, and system improvements to supppdreded omni-channel capabilities.

Inventory is shipped from our suppliers to our rilgttion facilities. We carry more than 20,000 pwots and replenish our stores with such
products primarily in eaches (i.e., less-than-castities), which allows us to ship less than itire case when only one or two of a particula
product is required. Our distribution facilitieseuwarehouse management and warehouse control seftywstems to maintain and support
product purchase decisions. Store replenishmeet aelection is performed using pick-to-light presiag technologies. Product is delivered tc
stores using a broad network of contract and Ipoal (final mile) carriers. We fulfill e-commerceders from our Romeoville, Illinois and
Chambersburg, Pennsylvania distribution centers.

Information technology

We are committed to using technology to enhancecompetitive position. We depend on a variety édimation systems and technologies to
maintain and improve our competitive position amdnanage the operations of our growing store B&'gerely on computer systems to prov
information for all areas of our business, inclugdgupply chain, merchandising, POS, e-commerceanéie, accounting and human resources.
Our core business systems consist mostly of puechssftware programs that integrate with our iratlyrdeveloped software solutions. Our
technology also includes a company-wide network ¢banects all corporate users, stores, and otritdition infrastructure and provides
communications for credit card and daily pollingsafes and merchandise movement at the store W&\eeintend to leverage our technology
infrastructure and systems where appropriate to gpérational efficiencies through more effectige of our systems, people and processes.
We update the technology supporting our stores;lgigion infrastructure and corporate headquarbera regular basis. We will continue to
make investments in our information systems tdifaté our growth and enable us to enhance our etithge position.

Intellectual property

We have registered over 30 trademarks in the UrStates and other countries. The majority of calémark registrations contain the ULTA
mark, including Ulta Salon Cosmetics Fragrance @esign), Ulta.com, and Ulta Beauty and two relatesigns. We maintain our marks on a
docket system to monitor filing deadlines for reaéand continued validity. All marks that are deemmaterial to our business have been
applied for or registered in the United States seidct foreign countries, including Canada.

We believe our trademarks, especially those ref@mte¢le Ulta brand, have significant value andiamgortant to building brand recognition.

Government regulation

We are affected by extensive U.S. laws, governnheagaulations, administrative determinations, cal@tisions and similar constraints. Such
laws, regulations and other constraints may exigteafederal, state or local levels in the Unigtdtes. The cosmetic, dietary supplement, fooc
and over-the-counter (OTC) drug products we sedlinstores, including our Ulta branded produats,saibject to regulation by the Food and
Drug Administration (FDA), the Federal Trade Comsios (FTC) and State Attorneys General (AG) inlthngted States. Such regulations
principally relate to the safety of ingredientpper labeling, manufacturing, advertising, packggind distribution of the products.
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Products classified as cosmetics (as defined ifrthoel, Drug and Cosmetic (FDC) Act) are not subjeqire-market approval by the FDA, but
the products and the ingredients must generallelfe and must be properly manufactured and lab€ledain products, such as sunscreen:
acne treatments, are classified as OTC drugs, endir ingestible products, such as vitamins antenais, are classified as dietary
supplements. Both OTC drugs and dietary supplenies specific ingredients, labeling and manufacturequirements. The labeling of
these products is subject to the requirementseoFIDC Act and the Fair Packaging and Labeling Ratther, claims we make in advertising,
including claims about the safety or efficacy abguicts, pricing claims and environmental claims, subject to regulation by the FTC and
State AG’s who generally prohibit deceptive praetic

The government regulations that most impact ourtdagay operations are the labor and employmentaxation laws to which most retailers
are typically subject. We are also subject to tgpioning and real estate land use restrictionsygidal advertising and consumer protection
laws (both federal and state). Our salon busirgesahject to state board regulations and statediog requirements for our stylists and our
salon procedures.

In our store leases, we require our landlords taiokall necessary zoning approvals and permitshi@isite to be used as a retail site and we
also ask them to obtain any zoning approvals anahipgfor our specific use (but at times the resilaitity for obtaining zoning approvals and
permits for our specific use falls to us). We requiur landlords to deliver a certificate of ocaupafor any work they perform on our
buildings or the shopping centers in which ourestaare located. We are responsible for deliveriogréificate of occupancy for any remodel
or build-outs that we perform and are responsibtecbmplying with all applicable laws in connectiaith such construction projects or build-
outs.

Employees

As of February 1, 2014, we employed approximatedp6 people on a full-time basis and approximat@y’00 on a part-time basis. We have
no collective bargaining agreements. We have npéeanced any work stoppages and believe we have ggdationships with our employees.

Available Information

Our principal website address is www.ulta.com. Wakenavailable at this address under investor cglat{at http://ir.ulta.com), free of charge,
our proxy statement, annual report to shareholdensiial report on Form 10-K, quarterly reports omf10-Q, current reports on Form 8-K,
and all amendments to those reports as soon amedaly practicable after such material is electralty filed with or furnished to the SEC.
Information available on our website is not incagied by reference in and is not deemed a pahi®Form 10-K. In addition, our filings with
the SEC may be accessed through the SEC’s Electmta Gathering, Analysis and Retrieval (EDGAR9teyn at www.sec.gov. You may
read and copy any filed document at the SEC’s pubfierence rooms in Washington, D.C. at 100 Fegti¢.E., Washington, D.C. 20549.
Please call the SEC at 1-800-SEC-0330 for furthiarimation about the public reference rooms. Adtetnents made in any of our securities
filings, including all forward-looking statementsiaformation, are made as of the date of the damtrim which the statement is included, and
we do not assume or undertake any obligation taigpany of those statements or documents unlessevequired to do so by law.
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ltem 1A. Risk Factors

Investment in our common stock involves a highekegf risk and uncertainty. You should carefullgsider the following risks and all of tl
other information contained in this Form 10-K befanaking an investment decision. If any of theWahg risks occur, our business, financial
condition, results of operations or future growthutd suffer. In these circumstances, the marketepoif our common stock could decline, and
you may lose all or part of your investme

The health of the economy in the channels we semay affect consumer purchases of discretionary igesuch as beauty products and sa
services, which could have a material adverse dffat our business, financial condition, profitabtly and cash flows. In addition, the rece
global economic crisis and volatility in global esomic conditions and the financial markets may adsely affect our business, financi:
condition, profitability, and cash flows.

Our results of operations may be materially affédig conditions in the global capital markets amel@conomy generally, both in the U.S. and
internationally. Concerns over inflation, employrheax laws, energy costs, healthcare costs, gémabissues, terrorism, the availability and
cost of credit, the mortgage market, sovereignm@mndte banking systems, sovereign deficits anckimsing debt burdens and the real estat
other financial markets in the U.S. and Europe tardributed to increased volatility and diminisheegbectations for the U.S. and certain
foreign economies. We appeal to a wide demograggrnisumer profile and offer an extensive selectidneauty products sold directly to retail
consumers and premium salon services. Continueeriaiaty in the economy could adversely impact ooms purchases of discretionary
items across all of our product categories, inelgdirestige beauty products and premium salonagviFactors that could affect consumers’
willingness to make such discretionary purchaselsiite: general business conditions, levels of eympent, interest rates, tax rates, the
availability of consumer credit and consumer caarfick in future economic conditions. In the everd pfolonged economic downturn or acute
recession, consumer spending habits could be alyexected and we could experience lower thareetqn net sales.

In addition, the recent global economic crisis saldtility and disruption to the capital and crediarkets have had a significant, adverse irr
on global economic conditions, resulting in recesary pressures and declines in consumer confidemte&conomic growth. While these
declines have moderated, the level of consumerdipgiis not where it was prior to the global reég@ssand economic conditions could leac
further declines in consumer spending in the futlwdditionally, there can be no assurance thabwsrgovernmental activities to stabilize the
markets and stimulate the economy will restore gores confidence or change spending habits. Redtmeslimer spending could cause
changes in customer order patterns and changbe ievtel of merchandise purchased by our custoraadsmay signify a reset of consumer
spending habits, all of which may adversely affaat business, financial condition, profitabilitychoash flows.

Recent economic conditions have also resultedigh#ening of the credit markets, including lendimgfinancial institutions, which is a source
of capital for our borrowing and liquidity. Thigtitening of the credit markets has increased teeafacapital and reduced the availability of
credit. Concern about the stability of the marlgererally and the strength of counterparties sjgadif has led many lenders and institutional
investors to reduce, and in some cases, ceasevtme@rcredit to businesses and consumers. Theggddtave led to a decrease in spending by
businesses and consumers alike, and a correspotelingase in global infrastructure spending. Wijlitdval credit and financial markets
appear to be recovering from extreme disruptiomeagnced over the past few years, uncertainty tatmmtinuing economic stability remains.
It is difficult to predict how long the current esamic and capital and credit market conditions wadlhtinue, the extent to which they will
continue to recover, if at all, and which aspedtsur products or business may be adversely affle@errent market and credit conditions
could continue to make it more difficult for devp&ys and landlords to obtain the necessary creditiid new retail centers. A significant
decrease in new retail center development could éor future growth opportunities as long as tf@ementioned conditions exist.

Additionally, the general deterioration in econormanditions could adversely affect our commercatpers including our product vendors as
well as the real estate developers and landlordswséhrely on to construct and operate centers iiclwbur stores are located. A bankruptcy or
financial failure of a significant vendor or a
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number of significant real estate developers opphmg center landlords could have a material agveffect on our business, financial
condition, profitability, and cash flows.

We may be unable to compete effectively in our hygbompetitive markets.

The markets for beauty products and salon seramefighly competitive with few barriers to entsee when economic conditions are
favorable. We compete against a diverse grouptaliees, both small and large, including regionad aational department stores, specialty
retailers, drug stores, mass merchandisers, highaed discount salon chains, locally owned beaetyilers and salons, Internet businesses,
catalog retailers and direct response televisimiyting television home shopping retailers andnmércials. We believe the principal bases
upon which we compete are the breadth of merchandis value proposition, the quality of our cuséosi shopping experience and the
convenience of our stores as one-stop destinafiwrizeauty products and salon services. Many ofcouanpetitors are, and many of our
potential competitors may be, larger and have grdatancial, marketing and other resources ancefbee may be able to adapt to changes in
customer requirements more quickly, devote greaturces to the marketing and sale of their prsgigenerate greater national brand
recognition or adopt more aggressive pricing peichan we can. As a result, we may lose markeé shéich could have a material adverse
effect on our business, financial condition, pidfitity and cash flows.

If we are unable to gauge beauty trends and reacthanging consumer preferences in a timely manneuy sales will decreast
We believe our success depends in substantiabpasur ability to:
* recognize and define product and beauty tre
* anticipate, gauge and react to changing consunmeandes in a timely manne
* translate market trends into appropriate, salgatgiduct and service offerings in our stores andrsain advance of our competito
» develop and maintain vendor relationships that ide®us access to the newest merchandise on redsdeahs; ant
 distribute merchandise to our stores in an efficéerd effective manner and maintain approprie-stock levels

If we are unable to anticipate and fulfill the meaiadise needs of the regions in which we operatenet sales may decrease and we may be
forced to increase markdowns of slow-moving merdism either of which could have a material adveffect on our business, financial
condition, profitability and cash flows.

If we fail to retain our existing senior managemetgam or attract qualified new personnel, such faié could have a material adverse effe
on our business, financial condition, profitabilitand cash flows.

Our business requires disciplined execution dea#ls of our organization. This execution requaasxperienced and talented management
team. Mary Dillon was appointed Chief Executivei€df and a member of the Board of Directors effecfiuly 1, 2013 and Scott Settersten
was appointed Chief Financial Officer and Assis@@tretary effective March 12, 2013. If we werdoke the benefit of the experience, efforts
and abilities of key executive personnel, it couéae a material adverse effect on our businesandial condition, profitability and cash flows.
Furthermore, our ability to manage our retail exgi@am will require us to continue to train, motivated manage our associates. We will need t
attract, motivate and retain additional qualifie@eutive, managerial and merchandising personrektore associates. Competition for this
type of personnel is intense, and we may not beesstul in attracting, assimilating and retaining personnel required to grow and operate
our business profitably.
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Our comparable store sales and quarterly financfgrformance may fluctuate for a variety of reasonghich could result in a decline in th
price of our common stock

Our comparable store sales and quarterly resuttp@fations have fluctuated in the past, and weebghem to continue to fluctuate in the
future. A variety of factors affect our comparablere sales and quarterly financial performanagudting:

* general U.S. economic conditions and, in partiguls retail sales environme
» changes in our merchandising strategy or 1

» performance of our new and remodeled stc

* the effectiveness of our inventory managem

* timing and concentration of new store openingduitiog additional human resource requirements atated pre-opening and other start
up costs

» cannibalization of existing store sales by newestipenings

* levels of pr-opening expenses associated with new st

* timing and effectiveness of our marketing actidtisuch as catalogs and newspaper in<
» seasonal fluctuations due to weather conditiond;

* actions by our existing or new competitc

Accordingly, our results for any one fiscal quades not necessarily indicative of the resultséekpected for any other quarter, and
comparable store sales for any particular futuréopgenay decrease. In that event, the price ofcoanmon stock would likely decline. For
more information on our quarterly results of opera, see Item 7, “Management’s Discussion and ysiglbof Financial Condition and Results
of Operations.”

We may not be able to sustain our growth plans anatcessfully develop and implement our long-rangeategic and financial plan, which
could have a material adverse effect on our busise#ancial condition, profitability and cash flog. In addition, we intend to continue to
open new stores, which could strain our resourcesldnave a material adverse effect on our busindsgncial condition, profitability and
cash flows.

Our continued and future growth largely dependswmnability to implement our long-range strategicl dinancial plan and successfully open
and operate new stores on a profitable basis. €niosmanagement is currently evaluating our loagge strategic and financial plan to align
and prioritize our growth strategies, as well agittwhal investments that will be needed to supporttinued and future growth. There can be
no assurance that we will be successful in impleémgrour growth plan or long-range strategic iritias, and our failure to do so could have a
material adverse impact on our business, finamciadition, profitability and cash flows. During é&l 2013, we opened 127 new stores. We
intend to continue to grow our number of storeslfierforeseeable future, and believe we have ting-lerm potential to grow our store base to
approximately 1,200 stores in the United Statesirguiscal 2013, the average investment requicedpen a typical new store was
approximately $1.0 million. Our continued expangitaces increased demands on our financial, mamhgagperational, supply-chain and
administrative resources. For example, our plaraxgdnsion will require us to increase the numbgreaiple we employ as well as to monitor
and upgrade our management information and otrses\s and our distribution infrastructure. Thesesased demands and operating
complexities could cause us to operate our busiessfficiently and could have a material advef§ect on our business, financial condition,
profitability and cash flows.

The capacity of our distribution and order fulfillrant infrastructure may not be adequate to suppout eecent growth and expected future
growth plans, which could prevent the successfublementation of these plans or cause us to incustsoto expand this infrastructure
which could have a material adverse effect on owsiness, financial condition, profitability and césflows.

We operate three distribution facilities, which bBeuhe distribution operations for Ulta retail stogether with the order fulfillment
operations of our e-commerce business. In ordsupport our recent and expected future
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growth and to maintain the efficient operation af business, additional distribution centers magdnt® be added in the future. We are
embarking on a multi-year supply chain project bagig in 2014 which will include adding additiorapacity, including a fourth distribution
center expected to open in 2015, and system imprewes to support expanded omni-channel capabiliDes failure to effectively upgrade
and expand our distribution capacity on a timelgib#o keep pace with our anticipated growth imestaould have a material adverse effect ol
our business, financial condition, profitabilitycaoash flows.

Any significant interruption in the operations ofur distribution facilities could disrupt our abiliy to deliver merchandise to our stores ir
timely manner, which could have a material advestéect on our business, financial condition, prodibility and cash flows.

We distribute products to our stores without supy@eting such deliveries with direct-to-store armmgnts from vendors or wholesalers. We
are a retailer carrying over 20,000 beauty prodizitschange on a regular basis in response tdy&ands, which makes the success of our
operations particularly vulnerable to disruption®ur distribution infrastructure. Any significanterruption in the operation of our supply
chain infrastructure, such as disruptions in ofwrimation systems, disruptions in operations duf@¢oor other catastrophic events, labor
disagreements, or shipping and transportation pro) could drastically reduce our ability to reeesnd process orders and provide products
and services to our stores, which could have amahtelverse effect on our business, financial @oomd profitability and cash flows.

Any material disruption of our information systenmould negatively impact financial results and mataity adversely affect our busines
operations, particularly during the holiday season.

We are increasingly dependent on a variety of mftion systems to effectively manage the operatdmair growing store base and fulfill
customer orders from our e-commerce business. We idantified the need to expand and upgrade darnration systems to support recent
and expected future growth. The failure of our infation systems to perform as designed could haagerse effect on our business and
results of our operations. Any material disruptidrour systems could disrupt our ability to tracgord and analyze the merchandise that we
sell and could negatively impact our operationgrslent of goods, ability to process financial imf@tion and credit card transactions, and ou
ability to receive and process e-commerce ordeengage in hormal business activities. Moreovenisy breaches or leaks of proprietary
information, including leaks of customers’ privat@a, could result in liability, decrease custoo@rfidence in our company, and weaken our
ability to compete in the marketplace, which cdutdbe a material adverse effect on our businesm¢ial condition, profitability and cash
flows.

Our e-commerce operations are increasingly impottaaur business. The Ulta.com website serves &ffactive extension of Ulta’s
marketing and prospecting strategies (beyond agdaltrewspaper inserts and national advertisingXppsing potential new customers to the
Ulta brand, product offerings, and enhanced confemthe importance of our website andanmerce operations to our business grows, w
increasingly vulnerable to website downtime andeptichnical failures. Our failure to successfudigpond to these risks could reduce e-
commerce sales and damage our brand’s reputation.

We are subject to risks relating to our informatidechnology systems, and any failure to adequafaigtect our critical information
technology systems could have a material adversecebn our operations.

We rely on information technology systems acrossoperations, including for management, supply rlaaid financial information and
various other processes and transactions. Outyatuleffectively manage our business depends esé¢leurity, reliability and capacity of these
systems. Information technology system failureswoek disruptions or breaches of security couldugis our operations, causing delays or
cancellation of customer orders or impeding the ufesture or shipment of products, processing afgagtions or reporting of financial resu
An attack or other problem with our systems coud aesult in the disclosure of proprietary infotina about our business or confidential
information concerning our customers or employessch could result in significant damage to ouribass and our reputation.
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Cybersecurity breaches and other disruptions coattmpromise our information and expose us to liabjliwhich would cause our business
and reputation to suffer.

In the ordinary course of our business, we cobect store sensitive data, including our propriebarginess information and that of our
customers, suppliers and business partners, asdnadly identifiable information of our customersgdeemployees, in our data centers and on
our networks. The secure processing, maintenargéransmission of this information is critical tarmperations. Despite our security
measures, our information technology and infrastmecmay be vulnerable to attacks by hackers adbred due to employee error,
malfeasance or other disruptions. Any such breackdeccompromise our networks and the informatiamest there could be accessed, publicly
disclosed, lost or stolen. Any such access, disobosr other loss of information could result igdéclaims or proceedings, liability under laws
that protect the privacy of personal informatioisydpt our operations, damage our reputation, aude a loss of confidence in our business,
products and services, which could adversely affectusiness, financial condition, profitabilitpdacash flows. We employ IT security and
security-related products and services as wellfali-ime staff to proactively monitor our systermsd networks. We maintain continual
vigilance in regard to the protection of sensifiviermation and are in compliance with all appliatlata protection laws and regulations.

Unauthorized disclosure of confidential customerssociate or company information could damage oupugation, expose us to litigation
and negatively impact our business.

We collect, process and retain sensitive and cenfidl customer and associate information as gartionormal course of business. We rely
commercially available systems, software, tools iauthitoring to provide security for processingnsmission and storage of confidential
information. Despite the security measures we lapdace, our systems and those of our third psetyice providers, may be vulnerable to
security breaches, acts of vandalism, computesgsumisplaced or lost data, human errors, or aihgélar events. Any security breach of
customer, associate or company confidential inféiomacould result in damage to our reputation aslilt in lost sales, litigation, fines, or
additional investments to fix or replace the systéat were breached. Any of these events could hawaterial adverse effect on our busir
financial condition, profitability and cash flows.

Our e-commerce business may be unsuccessful.

We offer many of our beauty products for sale tigfoour website. As a result, we encounter risksdiffigulties frequently experienced by
internet-based businesses, including risks relatedr ability to attract and retain customers @ost-effective basis and our ability to operate,
support, expand and develop our internet operativabsite and software and other related operdtBystems. Although we believe that our
participation in both e-commerce and physical ssades is a distinct advantage for us due to sye®and the potential for new customers,
supporting product offerings through both of thelsannels could create issues that have the pdtemadversely affect our results of
operations. For example, if our e-commerce busisessessfully grows, it may do so in part by attracexisting customers, rather than new
customers, who choose to purchase products froomliree rather than from our physical stores, themelucing the financial performance of
our stores. In addition, offering different prodaitirough each channel could cause conflicts ansecegome of our current or potential interne
customers to consider competing distributors ofibeproducts. In addition, offering products thraumur internet channel could cause som
our current or potential vendors to consider comnganternet offerings of their products eithertbrir own or through competing distributors.
As we continue to grow our e-commerce businessntpact of attracting existing rather than new on®rs, of conflicts between product
offerings online and through our stores, and ofnapg up our channels to increased internet competiould have a material adverse impact
on our business, financial condition, profitabilégd cash flows, including future growth.

Increased costs or interruption in our thil-party vendors’ overseas sourcing operations codisrupt production, shipment or receipt of
some of our merchandise, which would result in lastles and could increase our cos

We directly source the majority of our gift-with4mhase and other promotional products through 4bédy vendors using foreign factories. In
addition, many of our vendors use overseas soutoingrying degrees to manufacture some or aheif tproducts. Any event causing a
sudden disruption of manufacturing or imports
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from such foreign countries, including the impasitiof additional import restrictions, unanticipafaalitical changes, increased customs dutie:
legal or economic restrictions on overseas supladility to produce and deliver products, andunatdisasters, could materially harm our
operations. We have no long-term supply contradis respect to such foreigspurced items, many of which are subject to exgstinpotentia
duties, tariffs or quotas that may limit the quangf certain types of goods that may be imported the United States from such countries.
business is also subject to a variety of othesrggnerally associated with sourcing goods fromadirsuch as political instability, disruption
of imports by labor disputes and local businesstras. Our sourcing operations may also be huhdalth concerns regarding infectious
diseases in countries in which our merchandiseadyced, adverse weather conditions or naturaktisathat may occur overseas or acts of
war or terrorism in the United States or worldwittethe extent these acts affect the productiocipnsént or receipt of merchandise. Our future
operations and performance will be subject to tlies®rs, which are beyond our control, and theséofs could have a material adverse effec
on our business, financial condition, profitabilégd cash flows or may require us to modify ourentrbusiness practices and incur increased
costs.

A reduction in traffic to, or the closing of, thetber destination retailers in the shopping areas &rle our stores are located cou
significantly reduce our sales and leave us withaatd inventory, which could have a material adveesféect on our business, financiz
condition, profitability and cash flows.

As a result of our real estate strategy, most ofstares are located in off-mall shopping areassknas power centers. Power centers typically
contain three to five bitpox anchor stores along with a variety of smalfercalty tenants. As a consequence of most of toues being locate

in such shopping areas, our sales are derivedrinfpom the volume of traffic generated by theastdestination retailers and the anchor store
in power centers where our stores are located oBesttraffic to these shopping areas may be adyeaffected by the closing of such
destination retailers or anchor stores, or by actdn in traffic to such stores resulting fromegjional or global economic downturn, a general
downturn in the local area where our store is ledabr a decline in the desirability of the shogpémvironment of a particular power center.
Such a reduction in customer traffic would redugesales and leave us with excess inventory, wbichd have a material adverse effect on
our business, financial condition and results @ragions. We may respond by increasing markdowmsittating marketing promotions to
reduce excess inventory, which would further desgeaur gross profits and net income. This risk@eypronounced during the recent
economic downturn which has resulted in a numberatibnal retailers filing for bankruptcy or clogistores due to depressed consumer
spending levels.

Diversion of exclusive salon products, or a decisioy manufacturers of exclusive salon products ttliae other distribution channels, coul
negatively impact our revenue from the sale of symoducts, which could have a material adverse effen our business, financial
condition, profitability and cash flows.

The retail products that we sell in our salonsmeant to be sold exclusively by professional salomsauthorized professional retail outlets.
However, incidents of product diversion occur, whicvolve the selling of salon exclusive haircareducts to unauthorized channels such as
drug stores, grocery stores or mass merchandBiesion could result in adverse publicity thatrha the commercial prospects of our
products (if diverted products are old, taintedlamaged), as well as lower product revenues stoagumers choose to purchase diverted
product from these channels rather than purchdsing one of our salons. Additionally, the variousguct manufacturers could in the future
decide to utilize other distribution channels focls products, therefore widening the availabilityh®se products in other retail channels,
which could negatively impact the revenue we eesmfthe sale of such products.

We rely on our good relationships with vendors tarphase prestige, mass and salon beauty productsemsonable terms. If these
relationships were to be impaired, or if certainnaors were to change their distribution model oreaunable to supply sufficient
merchandise to keep pace with our growth plans,mway not be able to obtain a sufficient selectionvaiume of merchandise on reasonal
terms, and we may not be able to respond promptightanging trends in beauty products, either of whicould have a material adverse
effect on our competitive position, business, fir@al condition, profitability and cash flows.

We have no long-term supply agreements or exclusirengements with vendors and, therefore, ouresscdepends on maintaining good
relationships with our vendors. Our business depéma significant extent on the
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willingness and ability of our vendors to supplywith a sufficient selection and volume of producistock our stores. Some of our prestige
vendors may not have the capacity to supply us suifficient merchandise to keep pace with our ghoglans. We also have strategic
partnerships with certain core brands, which hadlesvad us to benefit from the growing popularitysafch brands. Any of our other core
brands could in the future decide to scale badnarits partnership with us and strengthen itdicglahip with our competitors, which could
negatively impact the revenue we earn from the aadeich products. If we fail to maintain strongatnships with our existing vendors, or
to continue acquiring and strengthening relatiopshvith additional vendors of beauty products, ahifity to obtain a sufficient amount and
variety of merchandise on reasonable terms mainbied, which could have a negative impact on mmpetitive position.

During fiscal 2013, merchandise supplied to Ulteohy top ten vendors accounted for approximatebp ®f our net sales. There continues to
be vendor consolidation within the beauty prodirdisistry. The loss of or a reduction in the amafnherchandise made available to us by

any one of these key vendors, or by any of ourrotbadors, could have an adverse effect on ounbkasij financial condition, profitability and
cash flows.

If we are unable to protect our intellectual proggrrights, our brand and reputation could be harmeadhich could have a material adver:
effect on our business, financial condition, proéibility and cash flows.

We regard our trademarks, trade dress, copyritfaide secrets, know-how and similar intellectualgerty as critical to our success. Our
principal intellectual property rights include regired and common law trademarks on our name, ,"litad other marks incorporating that
name, copyrights in our website content, rightsuodomain name www.ulta.com and trade secretkaoa-how with respect to our Ulta
branded product formulations, product sourcinggsahd marketing and other aspects of our busiAgssuch, we rely on trademark and
copyright law, trade secret protection and confiiddity agreements with certain of our employeemsultants, suppliers and others to protect
our proprietary rights. If we are unable to protecpreserve the value of our trademarks, copysighade secrets or other proprietary rights fo
any reason, or if other parties infringe on ouelietctual property rights, our brand and reputationld be impaired and we could lose
customers.

If our manufacturers are unable to produce produatsanufactured uniquely for Ulta, including Ulta braded products and gi-with-
purchase and other promotional products, consistevith applicable regulatory requirements, we couwddffer lost sales and be required
take costly corrective action, which could have aterial adverse effect on our business, financialndition, profitability and cash flows.

We do not own or operate any manufacturing faegitind therefore depend upon independent thirg-pandors for the manufacture of all
products manufactured uniquely for Ulta, includidiga branded products and gift-with-purchase am@iopromotional products. Our third-
party manufacturers of Ulta products may not maing@equate controls with respect to product smedibns and quality and may not contil
to produce products that are consistent with appleregulatory requirements. If we or our thirdtpananufacturers fail to comply with
applicable regulatory requirements, we could belired to take costly corrective action. In additieanctions under various laws may include
seizure of products, injunctions against futurgostgnt of products, restitution and disgorgemergrofits, operating restrictions and criminal
prosecution. The FDA does not have a pre-markeatappsystem for cosmetics, and we believe we armitted to market our cosmetics and
have them manufactured without submitting safetgfticacy data to the FDA. However, cosmetic pradumay become subject to more
extensive regulation in the future. These eventdcimterrupt the marketing and sale of our Ultadarcts, severely damage our brand
reputation and image in the marketplace, incrdasedst of our products, cause us to fail to mestomer expectations or cause us to be
unable to deliver merchandise in sufficient quaior of sufficient quality to our stores, anywdfich could result in lost sales, which could
have a material adverse effect on our businesadial condition, profitability and cash flows.

We, as well as our vendors, are subject to laws esgllations that could require us to modify our ment business practices and incur
increased costs, which could have a material adeeeffect on our business, financial condition, pitbility and cash flows.

In our U.S. markets, numerous laws and regulatittise federal, state and local levels can affacbasiness. Legal requirements are
frequently changed and subject to interpretatiod,\se are unable to predict the ultimate
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cost of compliance with these requirements or ta@ct on our operations. If we fail to comply winy present or future laws or regulations,
we could be subject to future liabilities, a pratidn on the operation of our stores or a prohiiton the sale of our Ulta branded products. In
particular, failure to adequately comply with tliildwing legal requirements could have a materisease effect on our business, financial
condition, profitability and cash flows:

In March 2010, comprehensive healthcare refornslation under the Patient Protection and Afforddéee Act and the Health Care
Education and Affordability Reconciliation Act (éettively, the “Acts”) was passed and signed irtw.| This healthcare reform legislation
significantly expands healthcare coverage to maniysured individuals and to those already insuBagk to the breadth and complexity of the
healthcare reform legislation and the staggeredementation and uncertain timing of the regulatiand lack of interpretive guidance, it is
difficult to predict the overall impact of the htradare reform legislation on our business overctiraing years. Possible adverse effects includ
increased costs, exposure to expanded liabilityragdirements for us to revise the ways in whichcemeduct business. For example, the
Patient Protection and Affordable Care Act has isggbnew mandates on employers, including a reqeimeeffective January 1, 2014 (which
has been extended to January 1, 2015 due to a eazutive order) that employers with 50 or maiétime employees provide “credible”
health insurance to employees or pay a financiadipg Given our current health plan design, arsliagng the law is implemented without
significant changes, these mandates could matenmiease our costs. Moreover, if we choose twapbf offering health insurance to our
employees, we may become less attractive as aroger@nd it may be harder for us to compete folifipd employees. Additionally, becau
significant provisions of the Acts will become affiwe on various dates over the next several yéattsre changes could significantly impact
any effects on our business that we previoushcaated.

¢ Our rapidly expanding workforce, growing in pacehaour number of stores, makes us vulnerable tagésin labor and employment
laws. In addition, changes in federal and statéamrmim wage laws and other laws relating to empldyerefits could cause us to incur
additional wage and benefits costs, which could bur profitability and affect our growth stratey

* Our salon business is subject to state board reégndaand state licensing requirements for outists/hnd our salon procedures. Failur
maintain compliance with these regulatory and Isteq requirements could jeopardize the viabilityaf salons

* We operate stores in California, which has enalegidlation commonly referred to as “Propositiori G&uiring that “clear and
reasonable” warnings be given to consumers whexesed to chemicals known to the State of Calidotm cause cancer or
reproductive toxicity. Although we have sought tnply with Proposition 65 requirements, there camb assurance that we will not be
adversely affected by litigation relating to Proitios 65.

In addition, the formulation, manufacturing, padkag labeling, distribution, sale and storage af wendors’ products and our Ulta products
are subject to extensive regulation by variousradmgencies, including the FDA, the FTC and stdtierneys general in the United States. If
we, our vendors or the manufacturers of our Ultapcts fail to comply with those regulations, welldobbecome subject to significant penal
or claims, which could harm our results of operragior our ability to conduct our business. In additthe adoption of new regulations or
changes in the interpretations of existing regatetimay result in significant compliance costsiscahtinuation of product sales and may
impair the marketability of our vendors’ productsoarr Ulta products, resulting in significant lagfsnet sales. Our failure to comply with FTC
or state regulations that cover our vendors’ prtgloc our Ulta product claims and advertising, iigihg direct claims and advertising by us,
may result in enforcement actions and impositiopasialties or otherwise harm the distribution aald sf our products.
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As we grow the number of our stores in new citiexlastates, we are subject to local building codesi increasing number of loce
jurisdictions. Our failure to comply with local biding codes, and the failure of our landlords to tain certificates of occupancy in a time
manner, could cause delays in our new store opesinghich could increase our store opening costsjgaus to incur lost sales and profits,
and damage our public reputation.

Ensuring compliance with local zoning and real teskand use restrictions across numerous jurigdistis increasingly challenging as we grow
the number of our stores in new cities and st&es.store leases generally require us to provicertificate of occupancy with respect to the
interior build-out of our stores (landlords genbralrovide the certificate of occupancy with regpecthe shell of the store and the larger
shopping area and common areas), and while wegtyivemain in compliance with local building codekating to the interior build out of our
stores, the constantly increasing number of lagaglictions in which we operate makes it increglgimifficult to stay abreast of changes in,
and requirements of, local building codes and lbeélding and fire inspectors’ interpretations ath building codes. Moreover, our landlords
have occasionally been unable, due to the requitenod local zoning laws, to obtain in a timely mana certificate of occupancy with respec
to the shell of our stores and/or the larger shagppenters and/or common areas (which certifichteoupancy is required by local building
codes for us to open our store), causing us in sostances to delay store openings. As the numibdecal building codes and local building
and fire inspectors to which we and our landlondssabject to increases, we may be increasinglyerable to increased construction costs an
delays in store openings caused by our or our ¢tadsll compliance with local building codes and Ildwailding and fire inspectors’
interpretations of such building codes, which imsexd construction costs and/or delays in storeinggrould increase our store opening cost:
cause us to incur lost sales and profits, and daragpublic reputation and could have a matedsakese effect on our business, financial
condition, profitability and cash flows.

Our Ulta products and salon services may cause ymted and undesirable side effects that could tesutheir discontinuance or expose
us to lawsuits, either of which could result in urpected costs and damage to our reputation, whiohld have a material adverse effect on
our business, financial condition, profitability ath cash flows.

Unexpected and undesirable side effects causedmylta products for which we have not providedfisignt label warnings, or salon services
which may have been performed negligently, coutdilten the discontinuance of sales of our prodoctsf certain salon services or prevent us
from achieving or maintaining market acceptancthefaffected products and services. Such sidetsféetld also expose us to product
liability or negligence lawsuits. Any claims brodgigainst us may exceed our existing or futureranste policy coverage or limits. Any
judgment against us that is in excess of our pdiiits would have to be paid from our cash resgywehich would reduce our capi

resources. Further, we may not have sufficienttahpsources to pay a judgment, in which casecmditors could levy against our assets.
These events could cause negative publicity reggrolir company, brand or products, which couldiin harm our reputation and net sales,
which could have a material adverse effect on asirtess, financial condition, profitability and batows.

Legal proceedings or thir-party claims of intellectual property infringememhay require us to spend time and money and coulevent us
from developing certain aspects of our businessmpiens, which could have a material adverse effect our business, financial conditior
profitability and cash flows

Our technologies, promotional products purchasewoh fihird-party vendors, or Ulta products or potainproducts in development may infringe
rights under patents, patent applications, tradentapyright or other intellectual property riglfthird parties in the United States and
abroad. These third parties could bring claimsragais that would cause us to incur substantiatesgs and, if successful, could cause us to
pay substantial damages. Further, if a third padye to bring an intellectual property infringemsnit against us, we could be forced to sto
delay development, manufacturing, or sales of theyrct that is the subject of the suit.

As a result of intellectual property infringemetdims, or to avoid potential claims, we may chotsseek, or be required to seek, a license
from the third party and would most likely be remugi to pay license fees or royalties or both. THiesases may not be available on acceptabl
terms, or at all. Ultimately, we could be
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prevented from commercializing a product or beddrto cease some aspect of our business operdfiassa result of actual or threatened
intellectual property infringement claims, we areble to enter into licenses on acceptable terwen i we were able to obtain a license, the
rights may be nonexclusive, which would give oumpetitors access to the same intellectual prop&hg.inability to enter into licenses could
harm our business significantly.

In addition to infringement claims against us, wayrbecome a party to other patent or trademadaliton and other proceedings, including
interference proceedings declared by the UnitettSfaatent and Trademark Office (USPTO) proceedirfzre the USPTQ®' Trademark Tri:
and Appeal Board and opposition proceedings irEtlm®pean Patent Office, regarding intellectual proprights with respect to products
purchased from third-party vendors or our Ulta biethproducts and technology. Some of our compestita@y be able to bear the costs of sucl
litigation or proceedings better than us becaudheaif substantially greater financial resourcescéitainties resulting from the initiation and
continuation of intellectual property litigation other proceedings could impair our ability to catgin the marketplace. Intellectual property
litigation and other proceedings may also absagbificant management time and resources, whichdcbale a material adverse effect on our
business, financial condition, profitability andsbaflows.

Increases in the demand for, or the price of, ravatarials used to build and remodel our stores coblatt our profitability.

The raw materials used to build and remodel ouestare subject to availability constraints andepriolatility caused by weather, supply
conditions, government regulations, general econammiditions and other unpredictable factors. Astailer engaged in an active building anc
remodeling program, we are particularly vulnerdblécreases in construction and remodeling cdsts result, increases in the demand fc
the price of, raw materials could have a matedaksse effect on our business, financial conditpfitability and cash flows. We expect the
net investment to open a new store in 2014 to asgrelue to increases in material and labor costdtirey from a stronger commercial and
residential building environment compared to the feveral years.

Increases in costs of mailing, paper and printinglMaffect the cost of our catalog and promotionatailings, which will reduce ou
profitability.

Postal rate increases and paper and printing affstst the cost of our catalog and promotional mg4d. In response to any future increases in
mailing costs, we may consider reducing the nurabersize of certain catalog editions. In additiwe,rely on discounts from the basic postal
rate structure, such as discounts for bulk mailenyd sorting by zip code and carrier routes. Wenate party to any long-term contracts for
the supply of paper. The cost of paper fluctuaigsificantly, and our future paper costs are sutiesupply and demand forces that we cannc
control. Future additional increases in postalgatein paper or printing costs could have a maltedverse effect on our business, financial
condition, profitability and cash flows.

Our secured revolving credit facility contains caih restrictive covenants that could limit our opeional flexibility, including our ability to
open stores.

We have a $200 million secured revolving creditlfgowith a term expiring in December 2018. Sulgially all of our assets are pledged as
collateral for outstanding borrowings under theeagnent. Outstanding borrowings bear interest aptinee rate or Libor plus 1.50% and the
unused line fee is 0.20%. The credit facility agneat contains usual and customary restrictive cavenrelating to our management and the
operation of our business. These covenants, amihieg things, limit our ability to grant liens onraassets, incur additional indebtedness, pay
cash dividends and redeem our stock, enter intsactions with affiliates and merge or consolideith another entity. These covenants could
restrict our operational flexibility and any faituto comply with these covenants or our paymernigatbns would limit our ability to borrow
under the credit facility and, in certain circunmstas, may allow the lenders thereunder to reqajpayment.

21



Table of Contents

We may need to raise additional funds to pursue guowth strategy, and we may be unable to raiseitzdpvhen needed, which could have
a material adverse effect on our business, finadaandition, profitability and cash flows.

From time to time we may seek additional equitglelt financing to provide for capital expendituaes working capital consistent with our
growth strategy. In addition, if general econorfiizancial or political conditions in our marketsartge, or if other circumstances arise that

a material effect on our cash flow, the anticipatash needs of our business as well as our balieef the adequacy of our available sources of
capital could change significantly. Any of thesems or circumstances could result in significatttional funding needs, requiring us to raise
additional capital to meet those needs. If finagésnot available on satisfactory terms or atvaé, may be unable to execute our growth
strategy as planned and our results of operatiassuffer.

Failure to maintain adequate financial and managemieprocesses and controls could lead to errors irr inancial reporting and could
harm our ability to manage our expenses.

Reporting obligations as a public company and aticgated growth are likely to place a strain am financial and management systems,
processes and controls, as well as on our persdnreaddition, as a public company we are requicedocument and test our internal controls
over financial reporting pursuant to Section 404hef Sarbanes-Oxley Act of 2002 so that our managéan periodically certify as to the
effectiveness of our internal controls over finahceporting. As a result, we have been requirdthfirove our financial and managerial
controls, reporting systems and procedures and inauered and will continue to incur expenses & tir systems and to make such
improvements. If our management is unable to getttié effectiveness of our internal controls asuf independent registered public accour
firm cannot render an opinion on the effectiverassur internal control over financial reporting,ibmaterial weaknesses in our internal
controls are identified, we could be subject tautatpry scrutiny and a loss of public confidencéjak could have a material adverse effect on
our business and our stock price. In addition,gfd® not maintain adequate financial and managepesbnnel, processes and controls, we
may not be able to accurately report our finangé&formance on a timely basis, which could caudedine in our stock price and adversely
affect our ability to raise capital.
The market price for our common stock may be vditiand an investor may not be able to sell ourcit@t a favorable price or at all.
The market price of our common stock is likely liectuate significantly from time to time in resperts factors including:

» differences between our actual financial and opsgatsults and those expected by invest

 fluctuations in quarterly operating resu

» our performance during peak retail seasons sutieasoliday seaso!

* market conditions in our industry and the econosg ahole

* changes in the estimates of our operating perfocman changes in recommendations by any reseaatysésithat follow our stock or
any failure to meet the estimates made by researalysts

* investor’ perceptions of our prospects and the prospectsedie¢auty products and salon services indus
 the performance of our key venda

* announcements by us, our vendors or our competfasignificant acquisitions, divestitures, strategartnerships, joint ventures or
capital commitments

* introductions of new products or new pricing p@iby us or by our competitol
» stock transactions by our principal stockhold

* recruitment or departure of key personnel;

 the level and quality of securities research analggerage for our common stot
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In addition, public announcements by our compedijtother retailers and vendors concerning, amomey ¢hings, their performance, strategy,
or accounting practices could cause the markee mfiour common stock to decline regardless ofactual operating performance.

Use of social media may adversely impact our repiataor subject us to fines or other penalties.

There has been a substantial increase in the us®@l media platforms, including blogs, socialdimenebsites, and other forms of internet-
based communications, which allow individuals asdesa broad audience of consumers and other stéet@ersons. Negative commentary
regarding us or the products we sell may be pastesbcial media platforms and similar devices gttane and may be adverse to our
reputation or business. Customers value readililadbla information and often act on such informatigithout further investigation and
without regard to its accuracy. The harm may be édiate without affording us an opportunity for resl or correction.

We also use social media platforms as marketintg téo@r example, we maintain Facebook, Twitter Birderest accounts. As laws and
regulations rapidly evolve to govern the use os#hplatforms and devices, the failure by us, ouysleyees or third parties acting at our
direction to abide by applicable laws and regutation the use of these platforms and devices cadvgrsely impact our business, financial
condition, profitability and cash flows, or subjest to fines or other penalties.

Anti-takeover provisions in our organizational documeanstockholder rights agreement and Delaware lawyntiscourage or prevent a
change in control, even if a sale of the CompanyulMbbe beneficial to our stockholders, which coutduse our stock price to decline and
prevent attempts by our stockholders to replaceenove our current managemer

Our amended and restated certificate of incorpmmaand by-laws contain provisions that may delagrewent a change in control, discourage
bids at a premium over the market price of our camistock and harm the market price of our commocksand diminish the voting and ott
rights of the holders of our common stock. Theswigions include:

* dividing our Board of Directors into three classesving staggered thi-year terms

* authorizing our Board of Directors to issue preddrstock and additional shares of our common sigttiout stockholder approve
» prohibiting stockholder actions by written conse

» prohibiting our stockholders from calling a specaraeting of stockholder

» prohibiting our stockholders from making certairanges to our amended and restated certificatecofporation or amended and rest:
bylaws except with a tw-thirds majority stockholder approval; a

* requiring advance natice for raising business matie nominating directors at stockholc meetings

As permitted by our amended and restated certifioatncorporation and by-laws, we have a stockéolgjhts agreement, sometimes known
as a “poison pill,” which provides for the issuamdea new series of preferred stock to holdersoofimon stock. In the event of a takeover
attempt, this preferred stock gives rights to hidd# common stock other than the acquirer to liditeonal shares of common stock at a
discount, leading to the dilution of the acquirestake.

We are also subject to provisions of Delaware laat,tin general, prohibit any business combinatith a beneficial owner of 15% or more of
our common stock for three years after the stoadrdbecomes a 15% stockholder, subject to spe@fiedptions. Together, these provisions
of our certificate of incorporation, by-laws anddatholder rights agreement and of Delaware lawdouhke the removal of management more
difficult and may discourage transactions that ntiee could involve payment of a premium over pivg market prices for our common
stock.
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Litigation costs and the outcome of litigation callhave a material adverse effect on our businesd any loss contingency accruals may
be adequate to cover actual losses.

From time to time we may be subject to litigatidaims through the ordinary course of our busingesations regarding, but not limited to,
employment matters, security of consumer and enggl@ersonal information, contractual relations witbpliers, marketing and infringement
of trademarks and other intellectual property ghitigation to defend ourselves against claimshigd parties, or to enforce any rights that
may have against third parties, may be necessdighveould result in substantial costs and diversibour resources, causing a material
adverse effect on our business, financial conditiwafitability and cash flows. We establish acdsiufar potential liability arising from legal
proceedings when potential liability is probabl& &ne amount of the loss can be reasonably estiteteed on currently available informati
We may still incur legal costs for a matter evewéf have not accrued a liability. In addition, attesses may be higher than the amount
accrued for a certain matter, or in the aggregsteunfavorable resolution of a legal proceedinglaim could materially adversely impact our
business, financial condition, profitability andsbaflows.

Management does not believe the nature of any pgridgal proceeding will have a material adver$ecéion our business, financial conditi
profitability and cash flows. However, managemeagsessment may change at any time based upoistiogety of facts or circumstances
that are presently not known to us. Therefore glvan be no assurance that any pending or futigation will not have a material adverse

effect on our business, financial condition, pdfitity and cash flows.

There can be no assurance that we will declare dends in the future.

We paid a special cash dividend on May 15, 2013 fsture dividend payments will be within the distton of our Board of Directors and w
depend on, among other things, our financial céomliresults of operations, capital requiremerdpjtal expenditure requirements, contractua
restrictions, anticipated cash needs, provisiorepplicable law and other factors that our Boar@éctors may deem relevant. We may not
have sufficient liquidity in the future to pay diinds on our common stock.

Our previously announced stock repurchase prograoutd affect the price of our common stock and inase volatility and may be
suspended or terminated at any time, which may ftegua decrease in the trading price of our commaeiock.

On March 18, 2013, we announced that our Boardikfdibrs had approved a stock repurchase programetthe program, we are authorized
to repurchase shares of our common stock from tiintiene in the open market, in privately negotiati@shsactions, or otherwise, at prices that
the Company deems appropriate and subject to meokelitions, applicable law and other factors degne¢éevant in the Company’s sole
discretion, up to an aggregate purchase price 59 $dillion. The timing and actual number of shaegsurchased depend on a variety of fac
including the timing of open trading windows, pricerporate and regulatory requirements, and otfagket conditions. The program does not
obligate the Company to repurchase any dollar atnmunumber of shares of common stock, and maybpended or discontinued at any t
and any suspension or discontinuation could cehesenarket price of our stock to decline. Repurch@sgsuant to our stock repurchase
program could affect our stock price and incressgoalatility. The existence of a stock repurchpsmyram could also cause our stock price to
be higher than it would be in the absence of sygtogram and could potentially reduce the markgtidiity for our stock. There can be no
assurance that any stock repurchases will enhdockh®lder value because the market price of oonrmaon stock may decline below the le\

at which we repurchased shares of common stockoAgh our stock repurchase program is intendedharece long-term stockholder value,
short-term stock price fluctuations could reduee phogram’s effectiveness.

Iltem 1B. Unresolved Staff Commen
None.
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Item 2. Properties

All of our retail stores, corporate offices andtdisition and warehouse facilities are leased bteased. Our retail stores are predominantly
located in convenient, high-traffic, locations sashpower centers. Our typical store is approxiipdt@,000 square feet, including
approximately 950 square feet dedicated to ousrsieizice salon. Most of our retail store leasevigefor a fixed minimum annual rent and
generally have a 10-year initial term with optidostwo or three extension periods of five yearshe@xercisable at our option. As of
February 1, 2014, we operated 675 retail stord$istates, as shown in the table below:

Number of
State stores
Alabama 11
Arizona 23
Arkansas 5
California 73
Colorado 13
Connecticu 7
Delaware 1
Florida 45
Georgia 24
Idaho 4
Illinois 44
Indiana 13
lowa 6
Kansas 4
Kentucky 8
Louisiana 11
Maine 3
Maryland 12
Massachusett 8
Michigan 34
Minnesota 11
Mississippi 5
Missouri 15
Montana 4
Nebraske 3
Nevadas 7
New Hampshire 4
New Jerse! 16
New Mexico 2
New York 22
North Caroline 21
North Dakote 1
Ohio 26
Oklahoma 8
Oregon 8
Pennsylvani: 23
Rhode Islanc 2
South Carolin: 12
South Dakot: 2
Tennesse 10
Texas 72
Utah 7
Virginia 19
Washingtor 13
West Virginia 2
Wisconsin 11
Total 675
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As of February 1, 2014, we operated three distidoufacilitates located in Romeoville, lllinois, &mix, Arizona and Chambersburg,
Pennsylvania. The Romeoville warehouse containsoappately 317,000 square feet, including an owsvffacility. The lease for the
Romeoville warehouse expires on April 30, 2017. Pheenix warehouse contains approximately 437,60@re feet. The lease for the
Phoenix warehouse expires on March 31, 2019 anthhexs renewal options with terms of five yearshedde Chambersburg warehouse
contains approximately 373,000 square feet. Theeléar the Chambersburg warehouse expires on MarcR027 and has three renewal
options with terms of five years each.

We are embarking on a multi-year supply chain mtdpeginning in 2014 which will include adding atilaihal capacity, including a fourth
distribution center expected to open in 2015, aistiesn improvements to support expanded omni-charapalbilities.

Our principal executive office is in Bolingbrooljrois. The lease for the Bolingbrook office exgsron August 31, 2018. In 2013 the Comy
expanded its office space with an additional 42 §fare feet located at its current headquartéis.additional office space has a lease that
will expire September 30, 2016 with an option téeex to August 31, 2018.

Item 3. Legal Proceeding.

General litigation —On March 2, 2012, a putative employment class adtwsuit was filed against us and certain unnadefdndants in
state court in Los Angeles County, California. QuriR12, 2012, the Company removed the case tdthited States District Court for the
Central District of California. On August 8, 201Be plaintiff asked the court to certify the propdslass and the Company opposed the
plaintiff's request and is waiting for the courtissue a decision. The plaintiff and members oftfuposed class are alleged to be (or to have
been) non-exempt hourly employees. The suit alléggsUIta violated various provisions of the Caidifia labor laws and failed to provide
plaintiff and members of the proposed class withrigal periods, paid rest breaks, certain wagesttone compensation and premium pay.
The suit seeks to recover damages and penalteesessilt of these alleged practices. The Companied@laintiff's allegations and is
vigorously defending the matter.

We are also involved in various legal proceedimgd &re incidental to the conduct of our businksthe opinion of management, the amount
of any liability with respect to these proceedingjther individually or in the aggregate, will o material.

Item 4. Mine Safety Disclosure

None.

EXECUTIVE OFFICERS OF THE REGISTRANT

The names of our executive officers, their agesthail positions are shown below. On June 24, 204 2innounced the resignation of Dennis
K. Eck as Interim Chief Executive Officer of Ultadithe appointment of Mary N. Dillon as our Chie®Eutive Officer and member of the
Board of Directors. Mr. Eck remained a member ef@ompany’s Board of Directors.

Name Age Position

Mary N. Dillon 52 Chief Executive Officer and member of the Boardakctors
Scott M. Setterste 53 Chief Financial Officer and Assistant Secret

Jeffrey J. Child: 56 Chief Human Resources Offic

Robert S. Guttma 61 Senior Vice President, General Counsel & Secre

David Kimbell 47 Chief Marketing Officel

Jeffrey T. Severt 43 Senior Vice President, Marketit

Janet Taak 56 Chief Merchandising Office
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There is no family relationship between any of Bhieectors or executive officers and any other Diiveor executive officer of Ulta.

Mary N. Dillon. Ms. Dillon was named Chief Executive Officefeetive July 2013. Prior to joining Ulta Beauty esivas President and Chief
Executive Officer and a Director of U.S. Cellularce June 2010. From 2005 to 2010, Ms. Dillon seéta® Global Chief Marketing Officer a
Executive Vice President for McDonald's Corporati®mior to joining McDonald’s Corporation, she hgktious positions at PepsiCo,
including President of the Quaker Foods divisios. Rillon served as a member of the Board of Daector Target Corporation from 2007 to
2013.

Scott M. Settersten. Mr. Settersten was nhamed Chief Financial Officet Assistant Secretary in March 2013 after havireyjmusly served

as Acting Chief Financial Officer and Assistant f@¢ary since October 18, 2012. Prior to this rMe, Settersten served as Vice President of
Accounting since 2010 and was responsible for autiogl, tax, external reporting and investor relasioHe joined Ulta Beauty in January 2005
as a Director of Financial Reporting. Prior to joopUlta Beauty, Mr. Settersten spent 15 years Rithewaterhouse Coopers LLP as a cert
public accountant serving in various senior managies in the assurance and risk management peactic

Jeffrey J. Child..  Mr. Childs was named Chief Human Resourced®ffin October 2013. Prior to joining Ulta Beauig, was Executive Vice
President and Chief Human Resource Officer at Oelular after joining as Senior Vice Presidentioiman Resources in 2004. From 2001 tc
2004, he was President and Owner of Childs ComguBiervices. Previously, he served from 1979 td20@& variety of human resources,
marketing, sales, and operations roles at AT&Tluiding Vice President, Human Resources and Corp@atvices.

Robert S. Guttman. Mr. Guttman has been our Senior Vice Presidente@diCounsel & Secretary since August 2007. Pdgoining Ulta,
Mr. Guttman was Vice President, General CounselSewetary of The Reynolds and Reynolds Compamyg fkagust 2005 to October 2006.
From 2000 to 2005, Mr. Guttman served as Senioe Yiesident, General Counsel and Secretary of @@@mation Services, Inc. Prior to
that time, Mr. Guttman was an Associate GeneralnSeuwith Sears, Roebuck and Co., having servedrious positions as a lawyer with
Sears from 1986 to 2000.

David Kimbell. Mr. Kimbell was named Chief Marketing Officer February 2014. Prior to joining Ulta Beauty, hesvChief Marketing
Officer and Executive Vice President at U.S. Caliidince February 2011. From 2008 to 2011, Mr. Kalinkerved as Chief Marketing Officer
and Senior Vice President of Seventh Generatipnoducer of environmentally friendly household dnadby care products. Prior to that from
2001 to 2008, Mr. Kimbell held various positionsPatpsiCo, Quaker Food Division, including Vice Rtest of Marketing. Mr. Kimbell held a
number of marketing roles for several brands atHitweter and Gamble Company from 1995 to 2001.

Jeffrey T. Severts. Mr. Severts has served as Senior Vice Presidenkdilag since November 2012. Prior to joining UB@auty, he was the
Chief Marketing & Services Officer for Best Buy Be since June 2010. Prior to his role with Best Burope, he held numerous other se
marketing and management roles with Best Buy US8esP001. Before that time, Mr. Severts servedias Fresident of Marketing and
Management for Techies.Com, Inc. from 1999 to 20lrl.Severts held a number of marketing roles &wesal brands at General Mills, Inc.
from 1992 to 1999.

Janet Taake. Ms. Taake was named Chief Merchandising Officeldnuary 2014, after serving as Senior Vice Presidéterchandising

since December 2008. Prior to joining Ulta Beatg, Taake was Senior Vice President and Chief Mardising Officer for Babies R Us
from 2006 to 2008. From 2004 to 2006, Ms. Taakeezkras Vice President and General Merchandise Mairablome Fashions for Sears
Corporation. From 1998 to 2006, she served in vargenior merchandise management roles with Mesvifrédrget Corporation). Prior to

1998, Ms. Taake served in senior merchandise mamagteand buyer roles with various national andaegji retailers.
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Part Il
Item 5.  Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securitit

Market Information

Our common stock has traded on the NASDAQ Glob&@darket under the symbol “Ulta” since Octob&r 2007. Our initial public
offering was priced at $18.00 per share. The falhgmtable sets forth the high and low sales prioe®ur common stock on the NASDAQ
Global Select Market during fiscal years 2013 a0ti2

Fiscal Year 2012 High Low

First quarter $ 99.6¢ $73.9¢
Second quarte 103.47 84.1:
Third quartel 128.8¢ 97.2¢
Fourth quarte 131.5( 80.9:¢
Fiscal Year 2012 High Low

First quarter $ 95.5¢ $76.1¢
Second quarte 97.7( 83.7¢
Third quartel 101.5¢ 83.7¢
Fourth quarte 101.9¢ 86.9:

Holders of the Registrars Common Stock

The last reported sale price of our common stockherNASDAQ Global Select Market on March 27, 20das $98.75 per share. As of
March 27, 2014, we had 56 holders of record ofammmon stock. Because many shares of common stedietd by brokers and other
institutions on behalf of stockholders, we are u@ab estimate the total number of stockholdersesgnted by these record holders.

Dividends
On March 8, 2012, we announced that our Board oéd@rs had declared a $1.00 per share specialdoasknd to shareholders of record as
of the close of business on March 20, 2012. Theiapeash dividend, totaling $62.5 million, wasgan May 15, 2012.

Our Board of Directors may determine future dividemfter giving consideration to our levels of ftrahd cash flow, capital requirements,
current and future liquidity, restrictions as pafrour credit facility as well as financial and etfrconditions existing at the time.

Purchases of Equity Securities by the Issuer andilidted Purchasers

On March 18, 2013, we announced the approval tdeksepurchase program pursuant to which the Comgauthorized to repurchase ug
$150 million of the Company’s common stock in thpei market, in privately negotiated transactiongtberwise, at prices that the Company
deems appropriate and subject to market conditegpysjcable law and other factors deemed relevatite Company’s sole discretion. The
stock repurchase program does not have an expirdéite and may be suspended or discontinued dtraayNo repurchases of our common
stock were completed during the fourth quarter@#2 As of February 1, 2014, $112.7 million remdia&ailable under the $150 million
program.

Recent Sales of Unregistered Securit
None.
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Securities Authorized for Issuance Under Equity Cpensation Plans

The following table provides information about Uttammon stock that may be issued under our eqaitypensation plans as of February 1,

2014.

Plan category

Equity compensation plans approved by securityérs

Equity compensation plans not approved by security
holders

Total

Number of securities
to be issued upon

exercise of
outstanding options

warrants and rights
1,089,70!

1,089,70!

29

Weighted-average
exercise price of
outstanding options

warrants and rights
$ 56.9¢

$ 56.9¢

Number of securities

remaining available
for future issuance
under equity
compensation plans
4,691,04.

4,691,04.
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Stock Performance Grapl

The following performance graph and related infotimia shall not be deemed “soliciting material” oo be “filed” with the SEC, nor shall
such information be incorporated by reference iy future filing under the Securities Act of 1@83ecurities Exchange Act of 1934, each
as amended, except to the extent that we spebifioabrporate it by reference into such filing.

Set forth below is a graph comparing the cumulatibtal stockholder return on Ulta’s common stockwvthe NASDAQ Global Select Market
Composite Index (NQGS) and the S&P Retail IndexXRtor the period covering January 30, 2009 throtlghend of Ulta’s fiscal year ended
February 1, 2014. The graph assumes an investrh@i00 made at the closing of trading on January2809, in (i) Ulta’s common stock,

(ii) the stocks comprising the NQGS and (iii) stedomprising the RLX. All values assume reinvesthoéithe full amount of all dividends, if
any, into additional shares of the same class witygecurities at the frequency with which dividerare paid on such securities during the
applicable time period.
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ltem 6. Selected Financial Data

The following table presents our selected const#idiéinancial data. The table should be read ijuranion with Item 7, “Management’s
Discussion and Analysis of Financial Condition &wekults of Operations,” and Item 8, “Financial &ta¢nts and Supplementary Data,” of this
Annual Report on Form 10-K.

Fiscal year ended(1
February 1, February 2, January 28, January 29, January 30,
2014 2013 2012 2011 2010
(In thousands, except per share and per square fodata)

Income statement:

Net sales(2 $2,670,57. $2,220,25! $1,776,15. $1,454,83; $1,222,77.
Cost of sale: 1,729,32! 1,436,58, 1,159,31 970,75: 846,20:
Gross profit 941,24t 783,67- 616,84 484,08! 376,56¢
Selling, general and administrative exper 596,39( 488,88 410,65¢ 358,10¢ 302,41
Pre-opening expense 17,27( 14,81¢ 9,98i 7,09¢ 6,002
Operating incom 327,58t 279,97¢ 196,19! 118,88 68,15:
Interest (income) expen: (11§ 18t 587 758 2,207
Income before income tax 327,70t 279,79 195,60t 118,12¢ 65,95
Income tax expens 124,85 107,24 75,34 47,09¢ 26,59¢
Net income $ 202,84 $ 172,54¢ $ 120,26« $ 71,03 $ 39,35¢
Net income per common sha
Basic $ 3.17 $ 2.7t $ 1.9¢ $ 1.2C $ 0.6¢
Diluted $ 3.1¢F $ 2.6¢ $ 1.9C $ 1.1¢ $ 0.6€
Weighted average common shares outstani
Basic 63,99: 63,25( 61,25¢ 58,95¢ 57,91t
Diluted 64,46 64,39¢ 63,33¢ 61,28t¢ 59,23’
Dividends declared per common sh $ — $ 1.0C $ — $ — $ —
Other operating data:
Comparable store sales increase
Retail and salon comparable store s 6.1% 8.8% 10.% 11.C% 1.4%
E-commerce comparable store s¢ 76.€% 30.7% 37.&% 76.€% 45.2%
Total comparable store sales incre 7.% 9.2% 11.5% 11.% 1.%%
Number of stores end of ye 67t 55( 44¢ 38¢ 34¢
Total square footage end of ye 7,158,28! 5,847,39 4,747,14 4,094,80 3,613,841
Total square footage per store 10,60¢ 10,63: 10,57 10,52¢ 10,44*
Average total square footage! 6,555,96! 5,315,65! 4,413,223 3,811,59 3,459,622
Net sales per average total square foc $ 407 $ 41¢ $ 40z $ 382 $ 35:
Capital expenditure 226,02 188,57¢ 128,63 97,11¢ 68,10¢
Depreciation and amortizatic 106,28: 88,23: 75,93: 64,93t 62,16¢
Balance sheet data
Cash and cash equivale $ 419,47¢ $ 320,47 $ 253,73t $ 111,18 $ 4,017
Working capital 735,88t 568,25 415,37 241,03. 136,41°
Property and equipment, r 595,73¢ 483,05¢ 376,98! 326,09¢ 290,86:
Total asset 1,602,72' 1,275,24! 957,21 730,48t 553,63!
Total stockholder equity 1,003,09: 786,94. 584,70: 402,53: 292,60t
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(1) Our fiscal year-end is the Saturday closesaimary 31 based on a 52/53-week year. Each fisaalconsists of four 13-week quarters,
with an extra week added onto the fourth quarterefive or six years

(2) Fiscal 2012 was a -week operating year. The sales for thedweek of fiscal 2012 were approximately $55 milli

(3) Comparable store sales increase reflects fmistores beginning on the first day of the 14#bnth of operation. Remodeled stores are
included in comparable store sales unless the staseclosed for a portion of the current or compker@rior year

(4) Total square footage per store is calculated bigliohiy total square footage at end of year by nunalbstores at end of yes

(5) Average total square footage represents a wetiggverage which reflects the effect of openingestin different months throughout the
year.

(6) Net sales per average total square foot was cééclbey dividing net sales for the year by the agersquare footage for those stores ¢
during each year. The sales for thedweek of fiscal 2012 were approximately $55 milli

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion and analysis of our firiahcondition and results of operations should kad in conjunction with our financial
statements and related notes included elsewhetfésrAnnual Report on Form 10-K. This discussiontams forward-looking statements
within the meaning of Section 21E of the Securlfieshange Act of 1934, as amended, and the sal®hprovisions of the Private Securities
Litigation Reform Act of 1995, which reflect ouri@nt views with respect to, among other thingirieievents and financial performance.®
can identify these forward-looking statements leyube of forward-looking words such as “outlookBélieves,” “expects,” “plans,”
“estimates,” or other comparable words. Any forwdaobking statements contained in this Form 10-Kased upon our historical
performance and on current plans, estimates aneé&sagions. The inclusion of this forwelooking information should not be regarded as a
representation by us or any other person that theré plans, estimates or expectations contemplayeas will be achieved. Such forward-
looking statements are subject to various risks amcertainties, which include, without limitatiotite impact of weakness in the economy;
changes in the overall level of consumer spendihgnges in the wholesale cost of our productspthesibility that we may be unable to
compete effectively in our highly competitive megkihe possibility that our continued opening efwstores could strain our resources and
have a material adverse effect on our businessfiaadcial performance; the possibility that newrstepenings and existing locations may be
impacted by developer or co-tenant issues; theipitigsthat the capacity of our distribution andder fulfilment infrastructure may not be
adequate to support our recent growth and expefttieole growth plans; the possibility of materiakdiptions to our information systems;
weather conditions that could negatively impacesabur ability to attract and retain key executparsonnel; our ability to successfully
execute and implement our common stock repurchaggam; our ability to sustain our growth plans aadccessfully develop and implement
our long-range strategic and financial plan; andet risk factors detailed in our public filings Withe Securities and Exchange Commission
(the “SEC"), including risk factors contained irelin 1A, “Risk Factors” of this Annual Report on Fol®+K for the year ended February 1,
2014. We assume no obligation to update any ford@oling statements as a result of new informatfature events or developments.
References in the following discussior‘we”, “us”, “our”, “the Company”, “Ulta” and simila r references mean Ulta Salon, Cosmetics &
Fragrance, Inc. and its consolidated subsidiarytdlhc. unless otherwise expressly stated or thntect otherwise require

Overview

We were founded in 1990 as a beauty retailer m@when prestige, mass and salon products wedelsaugh distinct channels — departmen
stores for prestige products, drug stores and masshandisers for mass products, and salons ahdraéd retail outlets for professional hair
care products. We developed a unique specialtil cetacept by combining one-stop shopping, a cotimgel/alue proposition, convenient
locations
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and a welcoming shopping environment. We beliewestrategy provides us with the competitive advgesathat have contributed to our str
financial performance.

We are currently the largest beauty retailer tmavides one-stop shopping for prestige, mass aloa roducts and salon services in the
United States. We focus on providing affordablesigénce to our customers by combining unmatchedymiobreadth, value and convenience
with the distinctive environment and experienca gpecialty retailer. Key aspects of our busineskide our ability to offer our customers a
broad selection of more than 20,000 beauty prodamisss the categories of cosmetics, fragrancegdrai skincare, bath and body products
and salon styling tools, as well as salon hairpaoelucts. We focus on delivering a compelling vglugposition to our customers across all of
our product categories. Our stores are predomindothted in convenient, high-traffic locations ks power centers.

The continued growth of our business and any funmeases in net sales, net income and cash fodependent on our ability to execute our
five point growth strategy, including growing ster® approximately 1,200 locations, expanding dferimg by adding new products, brands
and services, enhancing our loyalty program, broggeour marketing reach and expanding our didiitediness. We believe that the expandin
U.S. beauty products and salon services industeyshift in distribution of prestige beauty produitbm department stores to specialty retail
stores, coupled with Ulta’s competitive strengfhssitions us to capture additional market shatbénndustry through successful execution of
our growth strategy.

Comparable store sales is a key metric that is toed closely within the retail industry. Our comgiale store sales have fluctuated in the pas
and we expect them to continue to fluctuate inftitere. A variety of factors affect our comparabtere sales, including general U.S. econc
conditions, changes in merchandise strategy or amig,timing and effectiveness of our marketingwtitis, among others.

Over the long-term, our growth strategy is to iasetotal net sales through increases in our cahfgastore sales and by opening new stores
Operating profit is expected to increase as aresulur ability to expand merchandise margin anktage our fixed store costs with
comparable store sales increases and operatinggeffies offset by incremental investments in peogystems and supply chain required to
support a 1,200 store chain with a successful ertente business and competitive omni-channel capebilWe are currently evaluating our
long range strategic and financial plan and exfmeshare our long-term growth plan and financiegess in the fall of 2014.

Global economic conditions

Economic conditions in the U.S. continue to be @meiscal stress in Europe and economic unceytairihe U.S. related to deficit issues,
potential tax increases and federal spending aute hesulted in significant fluctuations in thedfittial markets. While the U.S. credit markets
have stabilized and credit availability has impmbeempared to the recent recessionary period, esimngrowth is expected to continue to be
weak. Consumer spending habits are affected bys@f@inemployment, unsettled financial marketsakvess in housing and real estate,
higher interest rates, fuel and energy costs, andwmer perception of economic conditions, amohgrst Sudden negative changes in one ol
more of the factors that affect consumer spendingccadversely affect consumer spending levels wbauld lead to reduced consumer
demand for our merchandise and adversely affecsales levels and financial performance.

Basis of presentation

We have determined the operating segments on the basis that we use to internally evaluate perdoga. We have combined our three
operating segments: retail stores, salon servicgsacommerce, into one reportable segment bet¢hegdave a similar class of consumer,
economic characteristics, nature of products astibution methods.

Net sales include store an-commerce merchandise sales as well as salon saaxienue. We recognize merchandise revenue pbtheof
sale in our retail stores anccemmerce sales are recorded based on delivery rchianedise to the customer. Merchandise sales apeded ne
of estimated returns. Salon service revenue igrazed at the time the service is provided. Giftdcsales revenue is deferred until the cust
redeems the gift card. Company coupons and otleentives are recorded as a reduction of net sales.
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Comparable store sales reflect sales for storeisiag on the first day of the 14th month of openat Therefore, a store is included in our
comparable store base on the first day of the gexfter one year of operations plus the initial orenth grand opening period. Non-
comparable store sales include sales from newsstbad have not yet completed their 13th monthpafration and stores that were closed for
part or all of the period in either year as a resftitemodel activity. Remodeled stores are inctlishecomparable store sales unless the store
was closed for a portion of the current or priorige Beginning with the first quarter of 2013, cpanable store sales include the Company’s ¢
commerce business. There may be variations in gheimvwhich some of our competitors and other ketaicalculate comparable or same stor
sales.

Measuring comparable store sales allows us to at@the performance of our store base as welhasaether aspects of our overall strategy
Several factors could positively or negatively irojpaur comparable store sales results:

¢ the general national, regional and local economi@iions and corresponding impact on customerdipgrievels;
« the introduction of new products or bran

¢ the location of new stores in existing store mag}

e competition;

e our ability to respond on a timely basis to charigeonsumer preference

¢ the effectiveness of our various marketing actgitianc

¢ the number of new stores opened and the impadteoaverage age of all of our comparable st

Cost of sales includes:
* the cost of merchandise sold, including substdpt#l vendor allowances, which are treated asdaicgon of merchandise cos

» warehousing and distribution costs including ladod related benefits, freight, rent, depreciatiod amortization, real estate taxes,
utilities, and insurance

» store occupancy costs including rent, depreciaimhamortization, real estate taxes, utilitiesaiegpand maintenance, insurance, licer
and cleaning expense

¢ salon payroll and benefit

e customer loyalty program expense;

¢ shrink and inventory valuation reserv
Our cost of sales may be negatively impacted aspe@ an increasing number of stores. Changes imetchandise mix may also have an
impact on cost of sales. This presentation of iterakided in cost of sales may not be comparabthdavay in which our competitors or other
retailers compute their cost of sales.
Selling, general and administrative expenses ireclud

» payroll, bonus and benefit costs for retail angpoosite employee:

* advertising and marketing cos

* occupancy costs related to our corporate officditias;

» stock-based compensation expen

» depreciation and amortization for all assets extiege related to our retail and warehouse op@stiwhich is included in cost of
sales; ant

* legal, finance, information systems and other caf@overhead cost
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This presentation of items in selling, general addhinistrative expenses may not be comparablestavily in which our competitors or other
retailers compute their selling, general and adshiafive expenses.

Pre-opening expense includes non-capital expermditduaring the period prior to store opening for nesmnodeled and relocated stores
including rent during the construction period femnand relocated stores, store set-up labor, mamagfeand employee training, and grand
opening advertising.

Interest expense includes interest costs and urfasgity fees associated with our credit facilityhich is structured as an asset based lending
instrument. Our credit facility interest is basedeaovariable interest rate structure which canlt@sincreased cost in periods of rising interest
rates.

Income tax expense reflects the federal statutorydte and the weighted average state statutomata for the states in which we operate
stores.
Results of operations

Our fiscal years are the 52 or 53 week periodsrendn the Saturday closest to January 31. The Coyrpfiscal years ended February 1,
2014, February 2, 2013 and January 28, 2012 werg3band 52 week years, respectively, and are fiereaferred to as fiscal 2013, fiscal
2012 and fiscal 2011.

As of February 1, 2014, we operated 675 storessact6 states. The following tables present the compis of our consolidated results of
operations for the periods indicated:

Fiscal year endec

February 1, February 2, January 28,
(Dollars in thousands) 2014 2013 2012
Net sales $2,670,57. $2,220,25! $1,776,15.
Cost of sale: 1,729,32! 1,436,58; 1,159,31
Gross profit 941,24¢ 783,67 616,84(
Selling, general and administrative exper 596,39( 488,88 410,65¢
Pre-opening expense 17,27( 14,81¢ 9,98
Operating incom: 327,58t 279,97¢ 196,19!
Interest (income) expen: (118 18t 587
Income before income tax 327,70t 279,79: 195,60¢
Income tax expens 124,85 107,24« 75,34
Net income $ 202,84 $ 172,54 $ 120,26:¢
Other operating dati
Number of stores end of perii 67t 55( 44¢
Comparable store sales incre
Retail and salon comparable store s 6.1% 8.8% 10.%
E-commerce comparable store s¢ 76.€% 30.7% 37.8%
Total comparable store sales incre 7.%% 9.2% 11.5%
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Fiscal year endec

February 1, February 2, January 28
(Percentage of net sales 2014 2013 2012
Net sales 100.(% 100.(% 100.(%
Cost of sale: 64.8% 64.7% 65.5%
Gross profit 35.2% 35.2% 34.1%
Selling, general and administrative exper 22.2% 22.(% 23.1%
Pre-opening expense 0.€% 0.7% 0.€%
Operating incom: 12.2% 12.6% 11.(%
Interest (income) expen: 0.C% 0.C% 0.C%
Income before income tax 12.2% 12.6% 11.(%
Income tax expens 4.71% 4.8% 4.2%
Net income 7.€% 7.8% 6.8%

Fiscal year 2013 versus fiscal year 2012

Net sales

Net sales increased $450.3 million, or 20.3%, t&$2.6 million in fiscal 2013 compared to $2,22Million in fiscal 2012. Salon service sa
increased $24.4 million, or 20.1% to $145.8 millmympared to $121.4 million in fiscal 2012. E-comeeesales increased $40.7 million, or
73.9%, to $95.8 million compared to $55.1 millierfiscal 2012. The net sales increases are dueetogening of 125 net new stores in 2013
and a 7.9% increase in comparable store saleschimparable stores, which include stores openeiddalf2013 as well as stores opened in
fiscal 2012 which have not yet turned comparaldefributed $283.0 million of the net sales increabde comparable stores contributed
$167.3 million of the total net sales increase. S&les for the 53rd week of fiscal 2012 were appnaiely $55 million.

The 7.9% comparable store sales increase consisted.1% increase at the Company’s retail andhsstlores and a 76.6% increase in the
Company’s e-commerce business. The inclusion oétbemmerce business resulted in an increase obxipmately 180 basis points to the
Company'’s consolidated same store sales calculdrdiscal 2013 compared to 50 basis points fecdi 2012. The total comparable store
sales increase included a 6.9% increase in avéicdee and a 1.0% increase in traffic. We attribilie increase in comparable store sales t

successful marketing and merchandising strategies.

Gross profit

Gross profit increased $157.5 million, or 20.1%%$841.2 million in fiscal 2013, compared to $78&hillion, in fiscal 2012. Gross profit as a
percentage of net sales decreased 10 basis poiB#s2% in fiscal 2013 compared to 35.3% in fi’f¥l2. The decrease in gross profit margin

in fiscal 2013 was primarily driven by:
* 40 basis points deleverage in merchandise margiasrdhinly to changes in marketing and merchandisiregegies; offset b

* 20 basis point leverage in supply chain due to aipeg efficiencies; an
* 10 basis points of leverage in fixed store codtibated to the impact of higher sales levels gtéil 2013

Selling, general and administrative expens

Selling, general and administrative (SG&A) experiseseased $107.5 million, or 22.0%, to $596.4 ignillin fiscal 2013 compared to $488.9
million in fiscal 2012. As a percentage of net saleG&A expenses increased 30 basis points to 2l 3kcal 2013 compared to 22.0% in
fiscal 2012. The 30 basis point deleverage in SG&pense was primarily driven by the planned invesiisiin supply chain, e-commerce and

store labor to support rapid growth.
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Pre-opening expenses

Pre-opening expenses increased $2.5 million, &% g6to $17.3 million in fiscal 2013 compared to ®laillion in fiscal 2012. During fiscal
2013, we opened 127 new stores, remodeled 7 siatbeelocated 4 stores. During fiscal 2012, we efel®2 new stores and remodeled 21
stores and relocated 3 stores.

Interest income and expens

Interest income was $0.1 million in fiscal 2013 amgrest expense was $0.2 million in fiscal 20herest income results from highly liquid
investments with maturities of three months or fess the date of purchase. Interest expense reptesarious fees related to the credit
facility. We did not utilize our credit facility ding fiscal 2013 or 2012.

Income tax expens

Income tax expense of $124.9 million in fiscal 20&Bresents an effective tax rate of 38.1%, comperdiscal 2012 tax expense of $107.2
million and an effective tax rate of 38.3%. The éovtax rate in fiscal 2013 is primarily due to &@dase in state taxes compared to fiscal 201
Net income

Net income increased $30.3 million, or 17.6%, t0&8 million in fiscal 2013 compared to $172.5 ruiilin fiscal 2012. The increase in 1
income was primarily due to an increase in gros$itpef $157.5 million, which was offset by a $187million increase in SG&A expenses and
a $17.7 million increase in income tax expense.

Fiscal year 2012 versus fiscal year 2011

Net sales

Net sales increased $444.1 million, or 25.0%, t@22.3 million in fiscal 2012 compared to $1,776#ion in fiscal 2011. Salon service sa
increased $22.9 million, or 23.2% to $121.4 millmympared to $98.5 million in fiscal 2011. The sdhereases are due to the opening of 101
net new stores in 2012 and a 8.8% increase in c@blgastore sales which was primarily due to a 6is@ftease in store traffic. Non-
comparable stores, which include stores openeiddalf2012 as well as stores opened in fiscal 2dith have not yet turned comparable,
contributed $291.0 million of the net sales inceeatile comparable stores contributed $153.1 nmilbb the total net sales increase. We
attribute the increase in comparable store salestguccessful marketing and merchandise strategies sales for the 53rd week of fiscal
2012 were approximately $55 million.

Gross profit

Gross profit increased $166.9 million, or 27.0%$%83.7 million in fiscal 2012, compared to $616#&ion, in fiscal 2011. Gross profit as a
percentage of net sales increased 60 basis poi& 3% in fiscal 2012 compared to 34.7% in fif@l 1. The increase in gross profit margi
fiscal 2012 was primarily driven by:

* 50 basis points of leverage in fixed store codtibated to the impact of higher sales levels stéil 2012; an
» 30 basis points improvement in merchandise madjiiven by our marketing and merchandising strate

Selling, general and administrative expens

Selling, general and administrative (SG&A) experiseseased $78.2 million, or 19.0%, to $488.9 iilin fiscal 2012 compared to $410.7
million in fiscal 2011. As a percentage of net saleG&A expenses decreased 110 basis points t&628.6scal 2012 compared to 23.1% in
fiscal 2011. The leverage in SG&A expense was milgndriven by:

* 70 basis points in corporate overhead leveragbuatidd to higher sales volume; a
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* 40 basis points improvement in variable store aadkating expense leverage attributed to cost efiicies and higher sales volur

Pre-opening expenses

Pre-opening expenses increased $4.8 million, e148to $14.8 million in fiscal 2012 compared to ®lMillion in fiscal 2011. During fiscal
2012, we opened 102 new stores, remodeled 21 stoceselocated 3 stores. During fiscal 2011, wenedeés1 new stores and remodeled 17
stores and relocated 2 stores.

Interest expensi

Interest expense was $0.2 million in fiscal 201a@ $6.6 million in fiscal 2011. Interest expenselfoth periods represents various fees relate
to the credit facility. We did not utilize our ciiethcility during fiscal 2012 or 2011.

Income tax expens

Income tax expense of $107.2 million in fiscal 20&@resents an effective tax rate of 38.3%, contprdiscal 2011 tax expense of $75.3
million and an effective tax rate of 38.5%. The évtax rate in fiscal 2012 is primarily due to &idase in state taxes and less non-deductible
executive compensation compared to fiscal 2011.

Net income

Net income increased $52.2 million, or 43.5%, t@Z&5 million in fiscal 2012 compared to $120.3 roiilin fiscal 2011. The increase in |
income was primarily due to an increase in grosfitpef $166.9 million, which was offset by a $781llion increase in SG&A expenses an
$31.9 million increase in income tax expense.

Liquidity and capital resources

Our primary cash needs are for capital expenditimesew, relocated and remodeled stores, increamdhandise inventories related to store
expansion, supply chain improvements and for caetiimprovement in our information technology syste

Our primary sources of liquidity are cash on hand eash flows from operations, including changesdnking capital, and borrowings under
our credit facility. The most significant compone@fitour working capital is merchandise inventoreduced by related accounts payable and
accrued expenses. Our working capital position fisrfeom the fact that we generally collect castnfi sales to customers the same day, or
within several days of the related sale, while y@dally have up to 30 days to pay our vendors.

Our working capital needs are greatest from Autustugh November each year as a result of our taveuild-up during this period for the
approaching holiday season. This is also the tifryear when we are at maximum investment levetsuinnew store class and may not have
collected all of the landlord allowances due t@sgart of our lease agreements. Based on pastiparice and current expectations, we
believe that cash on hand, cash generated fronatipes and borrowings under the credit facilityl\watisfy the Company’s working capital
needs, capital expenditure needs, commitmentsp#ad liquidity requirements through at least tleetri2 months.

The following table presents a summary of our dashs for fiscal years 2013, 2012 and 2011:

Fiscal year endec

February 1, February 2, January 28,
(In thousands) 2014 2013 2012
Net cash provided by operating activit $ 327,72! $ 239,00: $ 220,88
Net cash used in investing activiti (226,02¢) (188,579 (128,63¢)
Net cash (used in) provided by financing activi (2,700 16,31 50,30:
Net increase in cash and cash equival $ 99,00: $ 66,73 $ 142,55!
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Operating activities

Operating activities consist of net income adjudtectertain non-cash items, including depreciatod amortization, non-cash stock-based
compensation, realized gains or losses on dispdgabperty and equipment, and the effect of wagléapital changes.

Merchandise inventories were $457.9 million at Eeby 1, 2014, compared to $361.1 million at Febr2ar2013, representing an increase of
$96.8 million or 26.8%. Average inventory per storereased 3.3% compared to prior year. The inereagventory is primarily due to the
following:

» approximately $82 million due to the addition obliZet new stores opened since February 2, Z

» approximately $10 million related to new brand &dds and existing brand extensions primarily ia fliestige color and skin category;
and

» approximately $5 million related to the additionir-store prestige boutique

We had a current tax liability of $15.3 millionthe end of fiscal 2013 compared to $10.1 milliothatend of fiscal 2012. The increase in te
payable is primarily due to an increase in taxaideme.

Deferred rent liabilities were $261.6 million atidfeary 1, 2014, an increase of $53.6 million coregap the prior year end. Deferred rent
includes deferred construction allowances, futergal increases and rent holidays which are atigeized on a straight-line basis over their
respective lease term. The increase is primarig/tdithe addition of 125 net new stores openecestebruary 2, 2013.

The $18.7 million cash flow benefit from income ¢axs attributed to Federal income tax deductiarestd accelerated depreciation on fixed
assets and tax deductible stock option exercises.

Investing activities

We have historically used cash primarily for newd a@modeled stores as well as investments in irdtion technology systems. Investment
activities for capital expenditures were $226.0iomlin fiscal 2013, compared to $188.6 million &28.6 million in fiscal 2012 and 2011,
respectively. Capital expenditures increased afi2013 compared to fiscal 2012 due to the ineréasur 2013 new store program. During
fiscal 2013 we opened 127 new stores, remodeléor@ssand relocated 4 stores, compared to 102 toress 21 remodels and 3 relocations
during fiscal 2012 and 61 new stores, 17 remod&ds2arelocations during fiscal 2011. During fis2@ll3, the average investment required to
open a new Ulta store was approximately $1.0 mmiJlishich includes capital investment net of landloontributions, pre-opening expenses
and initial inventory net of payables. The averagyestment required to remodel an Ulta store wasapmately $1.2 million.

Capital expenditures for fiscal 2013, 2012 and 2&dd planned fiscal 2014 by major category ar@bows:

2014 Fiscal Fiscal Fiscal
(in millions) Budget 2013 2012 2011
New, Remodeled, Relocated Sto $117 $14C $124 $ 76
Merchandising 28 18 19 12
Information System 50 41 30 24
Supply Chair 45 10 5 9
Store Maintenance & Oth: 25 17 11 8

$ 26E $22¢€ $18¢ $12¢

Our future investments will depend primarily on thenber of new, relocated and remodeled storeglyepain investments and information
technology systems that we undertake and the timiitigese expenditures. Based on past performamntewarent expectations, we expect to
selffund future capital expenditures. We expect to dpgsproximately $265 million for capital expendésrin fiscal 2014. We expect to spi

less on new, remodeled and relocated stores witplan to open approximately 100 new stores anddainapproximately 12 stores in fiscal
2014 compared to 127 new stores and 17 remodékcal 2013. This decrease
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will be offset by expected increases in supply eleadpenditures. We are embarking on a multi-yepplsuchain project beginning in 2014
which will include adding additional capacity, inding a fourth distribution center expected to opeR015, and system improvements to
support expanded omni-channel capabilities.

Financing activities

Financing activities in fiscal 2013, 2012 and 2@bhsist principally of capital stock transactiomsl ahe related income tax effects, a dividend
payment and our stock repurchase program. Purdidssasury shares in fiscal 2013, 2012 and 20ffesents the fair value of common
shares repurchased from plan participants in cdiomewith shares withheld to satisfy minimum statyttax obligations upon the vesting of
restricted stock.

We had no borrowings outstanding under our credilify at the end of fiscal 2013, 2012 and 201lie Tero outstanding borrowings position
is due to a combination of factors including straades growth, overall performance of managemaétitines including expense control as
well as inventory and other working capital redoies. We may require borrowings under the facilipnf time to time in future periods to
support our new store program and seasonal inyenteds.

Dividend

On March 8, 2012, we announced that our Board oéd@rs had declared a $1.00 per share specialdoasknd to shareholders of record as
of the close of business on March 20, 2012. Theiapeash dividend totaling $62.5 million was paidMay 15, 2012.

Our Board of Directors may determine future dividemfter giving consideration to our levels of firahd cash flow, capital requirements,
current and future liquidity, restrictions includas part of our credit facility as well as finan@ad other conditions existing at the time.

Stock Repurchase Plan

On March 18, 2013, we announced that our Boardikfdibrs had authorized a stock repurchase prograsuant to which the Company may
repurchase up to $150 million of the Company’s camrstock. The repurchases may be made from tirtiméin the open market, in
privately negotiated transactions, or otherwis@rites that the Company deems appropriate anéciioj market conditions, applicable law
and other factors deemed relevant in the Compa}ésdiscretion. The stock repurchase program dotekave an expiration date and may be
suspended or discontinued at any time. During 2843, we purchased 500,500 shares of common #0d37.3 million at an average price
of $74.58.

Credit facility

On October 19, 2011, we entered into an AmendedRastiaited Loan and Security Agreement (the Loamrégent) with Wells Fargo Bank,
National Association, as Administrative Agent, Gtdlral Agent and a Lender thereunder, Wells Famutél Finance LLC as a Lender, J
Morgan Securities LLC as a Lender, JP Morgan CBask, N.A. as a Lender and PNC Bank, National Aisgimn, as a Lender. The Loan
Agreement amended and restated the Loan and Sedgriéement, dated as of August 31, 2010, by angnanthe lenders. The Loan
Agreement extends the maturity of the Company’ditfacility to October 2016, provides maximum réxng loans equal to the lesser of
$200,000 or a percentage of eligible owned inventoontains a $10,000 subfacility for letters afdit and allows the Company to increase th
revolving facility by an additional $50,000, sulijée consent by each lender and other conditiohs. Joan Agreement contains a requiremen
to maintain a minimum amount of excess borrowingjilability at all times.

On September 5, 2012, we entered into AmendmenfMmthe Amended and Restated Loan and Securitgehgent (the Amendment) with
the lender group. The Amendment updated certairirasimative terms and conditions and provides watgr flexibility to take certain
corporate actions. There were no changes to tlwviag loan amounts available, interest rates, nams or maturity date under terms of the
Loan Agreement.

On December 6, 2013, we entered into AmendmenNo the Amended and restated Loan and Securitgekgent (the Loan Amendment)
with the lender group. The Loan Amendment extehdsaturity of the facility to December 2018. Sabsially all of the Company’s assets
are pledged as collateral for outstanding
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borrowings under the facility. Outstanding borrogsrwill bear interest at the prime rate or Libargll.50% and the unused line fee is 0.20%.

As of February 1, 2014 and February 2, 2013, werfmaldorrowings outstanding under its credit fagitind the Company was in compliance
with all terms and covenants of the agreement.

Seasonality

Our business is subject to seasonal fluctuatiggnifi¢éant portions of our net sales and profits @adized during the fourth quarter of the fiscal
year due to the holiday selling season. To a lesgient, our business is also affected by Mo’ Day as well as the “Back to School” season
and Valentine’'s Day. Any decrease in sales duffiege higher sales volume periods could have anrsaleffect on our business, financial
condition, or operating results for the entire disgear. Our quarterly results of operations haaged in the past and are likely to do so again i
the future. As such, we believe that period-to-gekiomparisons of our results of operations shoatdoe relied upon as an indication of our
future performance.

Impact of inflation and changing prices

Although we do not believe that inflation has hanaterial impact on our financial position or réswdf operations to date, a high rate of
inflation in the future may have an adverse ef@ecour ability to maintain current levels of grasargin and selling, general and administra
expenses as a percentage of net sales if thegsptiices of our products do not increase with theseeased costs. In addition, inflation could
materially increase the interest rates on our debt.

Off-balance sheet arrangements

Our off-balance sheet arrangements consist of tipgriease obligations. We do not have any non-elabte purchase commitments as of
February 1, 2014.

Contractual obligations

We lease retail stores, warehouses, corporateesféiod certain equipment under operating leasésvaitous expiration dates through fiscal
2027. Our store leases generally have initial Iéasas of 10 years and include renewal options usdestantially the same terms and
conditions as the original leases. In additionuttife minimum lease payments, most of our leaseeaggents include escalating rent provisions
which we recognize straiglite over the term of the lease, including any ée@newal periods deemed to be probable. For nddeations, wi
receive cash tenant allowances and we report tresents as deferred rent, which is amortized dneéght-line basis as a reduction of rent
expense over the term of the lease, including eayd renewal periods deemed to be probable. Whilender of our store leases include
contingent rentals, contingent rent amounts argificant.

The following table summarizes our contractual mgeaments and the timing and effect that such comerits are expected to have on our
liquidity and cash flows in future periods. Theleabelow excludes variable expenses related tdragent rent, common area maintenance,
insurance and real estate taxes. The table beldudes obligations for executed agreements for lwhie do not yet have the right to control
the use of the property as of February 1, 2014:

Less Than 1to3 3to5 After 5
(In thousands) Total 1 Year Years Years Years
Operating lease obligations(1) $1,407,66. $184,77. $370,16. $320,27¢ $532,45!

(1) Variable operating lease obligations related to m@mm area maintenance, insurance and real est&e aag not included in the table abc
Total expenses related to common area maintenarstgance and real estate taxes for fiscal 2018 %86.5 million.
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Critical accounting policies and estimates

Management'’s discussion and analysis of finan@abion and results of operations is based upatinancial statements, which have been
prepared in accordance with U.S. generally accegtedunting principles (GAAP). The preparationtedde financial statements required the
use of estimates and judgments that affect thertepp@amounts of our assets, liabilities, revenuesexpenses. Management bases estimates
historical experience and other assumptions ielsel to be reasonable under the circumstancesvahaites these estimates on an on-going
basis. Actual results may differ from these esteraf discussion of our more significant estiméddsws. Management has discussed the
development, selection, and disclosure of thesmatds and assumptions with the Audit CommittethefBoard of Directors.

Inventory valuation

Merchandise inventories are carried at the lowexvefrage cost or market value. Cost is determisatjuhe weighted-average cost method
and includes costs incurred to purchase and dig¢rigoods as well as related vendor allowancesdimd) co-op advertising, markdowns, and
volume discounts. We record valuation adjustmemtaur inventories if the cost of a specific prodorthand exceeds the amount we expect t«
realize from the ultimate sale or disposal of tnentory. These estimates are based on managemalgiaent regarding future demand, age
of inventory, and analysis of historical experierfactual demand or market conditions are diffiétban those projected by management,
future merchandise margin rates may be unfavomabfgivorably affected by adjustments to these egBm

Inventories are adjusted for the results of pedgudiysical inventory counts at each of our locaidie record a shrink reserve representing
management’s estimate of inventory losses by londtiat have occurred since the date of the lagtipal count. This estimate is based on
management’s analysis of historical results andaijpg) trends. Adjustments to earnings resultimgnfrevisions to management’s estimates o
the lower of cost or market and shrink reservegtmen insignificant during fiscal 2013, 2012 afd R

Vendor allowances

We deem a cash consideration received from a sugplibe a reduction of the cost of products saoléss it is in exchange for an asset or
service or a reimbursement of a specific, incremlerdentifiable cost incurred by the Company illisg the vendor’s products. The majority
of cash consideration received by the Companynsidered to be a reduction of the cost of theedlaroducts and is reflected in cost of sales
in our consolidated statements of income as ttata@lproducts are sold. Any portion of such castsicieration received that is attributable to
inventory on hand is reflected as a reduction eéiriory. We consider the facts and circumstanceseofarious contractual agreements with
vendors in order to determine the appropriate ifleagon of amounts received in the consolidatedeanents of income. We record cash
consideration expected to be received from venigongt receivables at the amount we expect to colle

Impairment of long-lived tangible assets

We review long-lived tangible assets whenever eentircumstances indicate these assets mightenmcoverable based on undiscounted
future cash flows. Assets are reviewed at the sémal, which is the lowest level for which casbvils can be identified. Significant estimates
are used in determining future operating resultsamh store over its remaining lease term. If asgets are considered to be impaired, the
impairment to be recognized is measured by the atmuwhich the carrying amount of the assets ededee fair value of the assets. We havi
not recorded an impairment charge in any of thegsrpresented in the accompanying consolidatehéiial statements.

Share-based compensation

We account for share-based compensation in acccedaith the Accounting Standards Codificatiéh ~ (AS@es for stock compensation.
Share-based compensation cost is measured atathiedaite, based on the fair value of the awardjsaretognized on a straight-line method
over the requisite service period for awards exquetd vest.
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We estimate the grant date fair value of stockamstiusing a Black-Scholes valuation model. Duriagal 2013 we made changes to update tt
valuation assumptions to Company specific infororatiThese changes had no material impact on tiealatibn. For fiscal 2013 the expected
volatility was based on the historical volatilitythe ULTA Common Shares. The risk free interest mas based on the United States Treasu
yield curve in effect on the date of grant for teepective expected life of the option. The expitife represents the time the options grar

are expected to be outstanding. For fiscal 20X¥8e#pected life of options granted was derived fhostorical data on Ulta stock option
exercises. Prior to 2013, we had limited histordtatia related to exercise behavior since our Imtidlic offering on October 30, 2007. As a
result, we elected to use the shortcut approadetiermine the expected life in accordance withSBE€ Staff Accounting Bulletin on share-
based payments and the expected volatility wasdbaisehe historical volatility of a peer group afipicly-traded companies. Beginning in
fiscal 2013, we introduced a forfeiture rate. Fibufiees of options are estimated at the grant dased on historical rates of the Compastocl
option activity and reduce the compensation expessegnized.

See notes to consolidated financial statementsntBary of significant accounting policies — Sharsdzhcompensation,” for disclosure
related to the Company’s stock compensation expandeelated valuation model assumptions. See Slateour consolidated financial
statements, “Share-based awards,” for disclosuagedkto our stock compensation expense and relaledtion model assumptions.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

Market risk represents the risk of loss that magant our financial position due to adverse chamgé&sancial market prices and rates. Our
market risk exposure is primarily the result ofcfluations in interest rates. We do not hold orasiuancial instruments for trading purposes.
Interest rate sensitivity

We are exposed to interest rate risks primarilgulgh borrowing under our credit facility. Interest our borrowings is based upon variable
rates. We did not utilize the credit facility dugifiscal 2013, 2012 or 2011.

Item 8. Consolidated Financial Statements and SupplementBrgta

See the index included under Item 15, “Exhibits Bimhncial Statement Schedules”.

ltem 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures @r Financial Reporting

We have established disclosure controls and preesda ensure that material information relatingh® Company is made known to the
officers who certify our financial reports and ketmembers of our senior management and Boardretrs.

Based on management’s evaluation as of Febru@&914, our Chief Executive Officer and Chief Fina@fficer have concluded that our
disclosure controls and procedures (as definediiedR13a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934) are effective to
ensure that the information required to be disddseus in our reports that we file or submit untler Securities Exchange Act of 1934 is
recorded, processed, summarized and reported withitime periods specified in the Securities archBnge Commission’s rules and forms,
and that such information is accumulated and conicated to our management, including the Chief ExeewDfficer and Chief Financial
Officer, as appropriate, to allow timely decisiorgarding required disclosure.
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Management’'s Annual Report on Internal Control overFinancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting for the Company. Internal
control over financial reporting is a process desyby, or under the supervision of the princip&aaitive officer and principal financial offic
and effected by the Board of Directors, managerardtother personnel, to provide reasonable asseiregarding the reliability of our
financial reporting and the preparation of finahstatements for external purposes in accordantteagcounting principles generally acceptec
in the United States of America.

Under the supervision and with the participatiomof principal executive officer and our princifialancial officer, management evaluated the
effectiveness of our internal control over finahcegporting as of February 1, 2014, based on thera established in “Internal Control —
Integrated Framework” (1992 Framework) issued leyGlommittee of Sponsoring Organizations of the dwegy Commission (COSO). Based
on this evaluation, our principal executive offiegrd principal financial officer concluded that daternal controls over financial reporting
were effective as of February 1, 2014. Ernst & YgpuhP, the independent registered public accourfiimg that audited our financial
statements included in this Annual Report on FobaK1has audited the effectiveness of our inteaoaltrol over financial reporting as of
February 1, 2014 and has issued the attestatiamtriegluded in Item 15 of this Annual Report orrifrol0-K.

Changes in Internal Control over Financial Reportirg

There were no changes to our internal controls fimancial reporting during the three months enBebruary 1, 2014 that have materially
affected, or are reasonably likely to materiallfeef, our internal controls over financial repogtin

Item 9B. Other Information

None.

Part Il

Item 10.  Directors, Executive Officers and Corporate Govere

The information required by this item with respecbur executive officers is set forth after Pattdm 4 of this report under the caption
“Executive Officers of the Registrant.” The addita information required by this item is incorp@atby reference to our definitive proxy
statement to be filed within 120 days after oucdis/ear ended February 1, 2014 pursuant to RegnladA under the Exchange Act in
connection with our 2014 annual meeting of stocttrs.

ltem 11.  Executive Compensatio

The information required by this item is incorpehby reference to our definitive proxy statemertte filed within 120 days after our fiscal
year ended February 1, 2014 pursuant to Reguladénunder the Exchange Act in connection with ct£ annual meeting of stockholde
Item 12.  Security Ownership and Certain Beneficial Owners@iManagement and Related Stockholder Matti

The information required by this item is incorp@aby reference to our definitive proxy statemertie filed within 120 days after our fiscal
year ended February 1, 2014 pursuant to Reguladénunder the Exchange Act in connection with ot£ annual meeting of stockholde
Item 13.  Certain Relationships and Related Transactions, adatector Independence

The information required by this item is incorpehby reference to our definitive proxy statemertte filed within 120 days after our fiscal
year ended February 1, 2014 pursuant to Reguladénunder the Exchange Act in connection with ot£ annual meeting of stockholde
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Item 14.  Principal Accountant Fees and Servict

The information required by this item is incorpehby reference to our definitive proxy statemertte filed within 120 days after our fiscal
year ended February 1, 2014 pursuant to Reguladénunder the Exchange Act in connection with ct£ annual meeting of stockholde
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Part IV

Item 15.  Exhibits and Financial Statement Scheduli
(a) The following documents are filed as a part of #osm 1(-K:

Report of Independent Registered Public Accourfding
Consolidated Balance She:

Consolidated Statements of Inco

Consolidated Statements of Cash Fle

Consolidated Statements of Stockhol’ Equity

Notes to Consolidated Financial Stateme

Exhibits

47
49
50
51
52
53
66

The schedules required by Form 10-K have been edniitecause they were inapplicable, included imthtes to the consolidated financial

statements, or otherwise not required under theuictsons contained in Regulation S-X.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Ulta Salon, Cosmetics & Fragrance, Inc.

We have audited the accompanying consolidated balsineets of Ulta Salon, Cosmetics & Fragrance(the Company) as of February 1,
2014 and February 2, 2013, and the related corsetidstatements of income, cash flows, and stodknsilequity for each of the three years
the period ended February 1, 2014. These finastasgments are the responsibility of the Compamgaagement. Our responsibility is to
express an opinion on these financial statemerstschan our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of Ulta Salon,
Cosmetics & Fragrance, Inc. at February 1, 2014reimtuary 2, 2013, and the consolidated resulits @perations and its cash flows for each
of the three years in the period ended FebruaP®14, in conformity with U.S. generally acceptedamting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Ulta Salon,
Cosmetics & Fragrance, Inc.’s internal control ofeancial reporting as of February 1, 2014, basedriteria established in Internal Control
— Integrated Framework issued by the Committee ohSpring Organizations of the Treadway Commissi®@®2 Framework) and our report
dated April 2, 2014, expressed an unqualified apirithereon.

/sl Ernst & Young LLP
Chicago, lllinois
April 2, 2014

47



Table of Contents

Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Ulta Salon, Cosmetics & Fragrance, Inc.

We have audited Ulta Salon, Cosmetics & Fragralmee's internal control over financial reporting @sFebruary 1, 2014, based on criteria
established in Internal Control — Integrated Framew(1992 Framework) issued by the Committee ofrfSpang Organizations of the
Treadway Commission (the COSO criteria). Ulta Sat@émsmetics & Fragrance, Inc.’s management is resipte for maintaining effective
internal control over financial reporting, and ftsrassessment of the effectiveness of internaraebaver financial reporting included in the
accompanying Management’s Annual Report on InteQaadtrol over Financial Reporting. Our responsipiis to express an opinion on the
company’s internal control over financial reportiogsed on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal corix@r financial reporting, assessing the risk
that a material weakness exists, testing and etinadutihe design and operating effectiveness ofiralecontrol based on the assessed risk, anc
performing such other procedures as we considezeessary in the circumstances. We believe thaawdit provides a reasonable basis for ou
opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableamesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (ftajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsafdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Ulta Salon, Cosmetics & Fragrarioe, maintained, in all material respects, effegtinternal control over financial reporting as
of February 1, 2014, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of Ulta Salon, Cosmetics & Fragrdnceas of February 1, 2014 and February 2, 28t8,the related consolidated statements
of income, cash flows and stockholders’ equitydach of the three years in the period ended Fepiy&014 and our report dated April 2,
2014 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Chicago, lllinois
April 2, 2014
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Ulta Salon, Cosmetics & Fragrance, Inc.
Consolidated Balance Sheets

February 1, February 2,
(In thousands, except per share date 2014 2013
Assets

Current asset:

Cash and cash equivalel $ 419,47t $ 320,47

Receivables, ne¢ 47,04¢ 41,51t

Merchandise inventories, n 457,93¢ 361,12!

Prepaid expenses and other current a: 55,99: 50,45:

Deferred income taxe 22,24¢ 15,75’
Total current asse 1,002,69 789,32:
Property and equipment, r 595,73t 483,05¢
Deferred compensation plan ass 4,29¢ 2,86¢
Total asset $1,602,72 $1,275,24

Liabilities and stockholders’ equity

Current liabilities:

Accounts payabl $ 148,28 $ 118,88t

Accrued liabilities 103,18( 92,127

Accrued income taxe 15,34¢ 10,05«
Total current liabilities 266,81: 221,06
Deferred ren 261,63( 208,00:
Deferred income taxe 66,71¢ 56,36:
Other lon¢-term liabilities 4,47¢ 2,87¢
Total liabilities 599,63 488,30°
Commitments and contingencies (note
Stockholder' equity:

Common stock, $.01 par value, 400,000 shares am#thr64,793 and 64,565 shares issued; 64,231 and

64,009 shares outstanding; at February 1, 2014Fehduary 2, 2013, respective 647 64%

Treasury stoc-common, at cos (8,125 (7,499

Additional paic-in capital 548,19: 496,93(

Retained earning 462,37¢ 296,86:
Total stockholder equity 1,003,09. 786,94,
Total liabilities and stockholde’ equity $1,602,72 $1,275,24

See accompanying notes to financial statements.
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Ulta Salon, Cosmetics & Fragrance, Inc.
Consolidated Statements of Income

Fiscal year endec

February 1, February 2, January 28,

(In thousands, except per share date 2014 2013 2012
Net sales $2,670,57. $2,220,25! $1,776,15.
Cost of sale: 1,729,32! 1,436,58, 1,159,31

Gross profit 941,24¢ 783,67 616,84(
Selling, general and administrative exper 596,39( 488,88 410,65¢
Pre-opening expense 17,27( 14 ,81¢ 9,98

Operating incom: 327,58t 279,97¢ 196,19!
Interest (income) expen: (118 18t 587

Income before income tax 327,70t 279,79: 195,60¢
Income tax expens 124,85 107,24« 75,34

Net income $ 202,84! $ 172,54 $ 120,26«
Net income per common sha

Basic $ 3.17 $ 2.7¢ $ 1.9¢

Diluted $ 3.1t $ 2.6¢ $ 1.9C
Weighted average common shares outstani

Basic 63,99: 63,25( 61,25¢

Diluted 64,46 64,39¢ 63,33¢
Dividends declared per common sh $ — $ 1.0C $ —

See accompanying notes to financial statements.
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Ulta Salon, Cosmetics & Fragrance, Inc.
Consolidated Statements of Cash Flows

(In thousands)
Operating activities
Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation and amortizatic
Deferred income taxe
Non-cash stock compensation char
Excess tax benefits from stc-based compensatic
Loss on disposal of property and equiprr
Change in operating assets and liabilit
Receivable!
Merchandise inventorie
Prepaid expenses and other current a:
Income taxe:
Accounts payabl
Accrued liabilities
Deferred ren
Other assets and liabiliti¢
Net cash provided by operating activit
Investing activities
Purchases of property and equipir
Net cash used in investing activiti
Financing activities
Repurchase of common sha
Dividends paic
Excess tax benefits from stc-based compensatic
Stock options exercise
Purchase of treasury sha
Net cash (used in) provided by financing activi

Net increase in cash and cash equival
Cash and cash equivalents at beginning of
Cash and cash equivalents at end of

Supplemental cash flow information
Cash paid for income taxes (net of refur
Noncash investing and financing activiti
Change in property and equipment included in acthadilities

Fiscal year endec

February 1,
2014

$ 202,84

106,28
3,86¢
16,00:
(13,379
3,90z

(5,534)
(96,80%)
(5,541)
18,67:
29,39¢
14,21¢
53,62
17C
327,72

(226,02
(226,02

(37,33)

13,37¢
21,89(
(631)

(2,700
99,00
320,47

$ 419,47t

$ 101,59¢

$ (3,169

See accompanying notes to financial statements.
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February 2,
2013

$ 172,54

88,23
8,67:
13,37

(47,349
1,07+

(15,36%)
(116,475)
(9,88¢)
53,39
32,44
13,78¢
44 54(

239,00:

(188,57)
(188,579

(62,48:)
47,34
31,53(

(79)
16,31«
66,73:

253,73t
$ 320,47!

$ 45,35

$ 6,80¢

January 28,
2012

$ 120,26«

75,93
10,82°
11,60¢

(25,899

1,32¢

(3,861)
(26,13:)
(10,64()

40,58¢

(651)
(1,35¢)
28,89

220,88

(128,63f)
(128,630)

25,89¢
27,63¢
(3,236
50,30:
142,55;
111,18¢

$ 253,73t

$ 24,16:

$ (499



Table of Contents

Ulta Salon, Cosmetics & Fragrance, Inc.

Consolidated Statements of Stockholders’ Equity

(In thousands)
Balance — January 29, 2011

Stock options exercise

Purchase of treasury sha

Net income

Excess tax benefits from stc-based compensatic
Stock compensation char

Balance— January 28, 201z

Stock options exercised and other aw:
Purchase of treasury sha

Net income

Excess tax benefits from stc-based compensatic
Stock compensation char

Dividends paic

Balance— February 2, 2013

Stock options exercised and other aw:
Purchase of treasury sha

Net income

Excess tax benefits from stc-based compensatic
Stock compensation char

Repurchase of common sha

Balance— February 1, 2014

Treasury -
Common Stock Common Stock Total
Treasury Additional Stockholders’
Issued Paid-In Retained
Shares Amount Shares Amount Capital Earnings Equity
60,707 $ 60€ (505) $(4,179 $339,57¢ $ 66,53( $ 402,53
2,057 21 — — 27,61¢ — 27,63¢
— — (50) (3,236 — — (3,236
— — — — — 120,26:- 120,26-
— — — — 25,89¢ — 25,89¢
— — — — 11,60 — 11,60¢
62,76: $ 627 (555) (7,415 $404,69¢ $186,79: $ 584,70
1,801 18 — — 31,51: — 31,53(
— — (€ (79) — — (79
— — — — — 172,54¢ 172,54¢
_ _ _ — 47,34 — 47,34t
— — — — 13,37t — 13,37t
— — — — (62,48:) (62,48:)
64,56 $ 64F (556) $(7,499) $496,93( $296,86. $ 786,94:
72¢ 7 — — 21,88: — 21,89(
— — (6) (631) — (631)
— — — — — 202,84¢ 202,84
— — — — 13,37¢ — 13,37¢
— — — — 16,00t — 16,00:
(501) (5) — — (37,339 (37,33)
64,79: $ 647 (562) $(8,125) $548,19: $462,37¢ $1,003,09.

See accompanying notes to financial statements.
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Ulta Salon, Cosmetics & Fragrance, Inc.
Notes to Consolidated Financial Statements
(In thousands, except per share data)

1. Business and basis of presentation

Ulta Salon, Cosmetics & Fragrance, Inc. was incateal in the state of Delaware on January 9, 1@90perate specialty retail stores selling
cosmetics, fragrance, haircare and skincare predant related accessories and services. The sismeteature full-service salons. As of
February 1, 2014, the Company operated 675 storé8 states. As used in these notes and througthisutAnnual Report on Form 10-K, alll
references to “we,” “us,” “our,” “Ulta” or the “Copany” refer to Ulta Salon, Cosmetics & Fragrance, bnd its consolidated subsidiary, Ulta
Inc. All amounts are stated in thousands, withekeeption of per share amounts and number of stores

The Company has determined its operating segmarttseosame basis that it uses to internally evalpatformance. The Company has
combined its three operating segments: retail si@a@on services and e-commerce, into one repersalgment because they have a similar
class of consumer, economic characteristics, natfpeoducts and distribution methods.

2. Summary of significant accounting policies
Fiscal year

The Company’s fiscal year is the 52 or 53 weeksrendn the Saturday closest to January 31. The @agig fiscal years ended February 1,
2014 (fiscal 2013), February 2, 2013 (fiscal 2042) January 28, 2012 (fiscal 2011) were 52, 535@eek years, respectively.

Consolidation

The Company’s consolidated financial statementsidecthe accounts of the Company and its wholly edvsubsidiary. All significant
intercompany accounts, transactions and unreafizefit were eliminated in consolidation.

Use of estimates

The preparation of consolidated financial stateméntonformity with U.S. generally accepted acamgprinciples (GAAP) requires
management to make estimates and assumptiondfenetttae reported amounts of assets and lialslgiethe date of the consolidated financial
statements and the reported amounts of revenuesxgetises during the accounting period. Actualltesould differ from those estimates.

Cash and cash equivalents

Cash and cash equivalents include cash on hantighly liquid investments with maturities of thre@nths or less from the date of purchase
Cash equivalents include amounts due from thirdypaedit card receivables because such amountra@nconvert to cash within one to
three days with little or no default risk.

Receivable:

Receivables consist principally of amounts recdwéfom vendors and landlord construction allowanearned but not yet received. These
receivables are computed based on provisions ofghdor and lease agreements in place and the Gyspmpleted performance. The
Company’s vendors are primarily U.S.-based prodioéconsumer products and real estate developdriaadlords. The Company does not
require collateral on its receivables and doesanotue interest. Credit risk with respect to reablgs is limited due to the diversity of vendors
and landlords comprising the Company’s vendor balse.Company performs ongoing credit evaluationigsofendors and evaluates the
collectability of its receivables based on the tbngf time the receivable is past due and histbagperience. The receivable for vendor
allowances was $30,591 and $28,236 as of Febry&914 and February 2, 2013, respectively andebeivable for landlord allowances was
$14,128 and $11,595 as of February 1, 2014 anduBgepR, 2013, respectively. The allowance for dwlveceivables totaled $915 and $973
as of February 1, 2014 and February 2, 2013, réispbc
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Merchandise inventorie!

Merchandise inventories are stated at the loweosf or market. Cost is determined using the weilflatverage cost method and includes cos
incurred to purchase and distribute goods. Invgntost also includes vendor allowances relatestoadvertising, markdowns, and volume
discounts. The Company maintains reserves for l@ieost or market and shrinkage.

Fair value of financial instruments
The carrying value of cash and cash equivalentguats receivable, and accounts payable approxintlagér estimated fair values due to the
short maturities of these instruments. The Compeatyno outstanding debt as of February 1, 2014~abduary 2, 2013.

Property and equipmer

The Company'’s property and equipment are statedsitnet of accumulated depreciation and amortizaiaintenance and repairs are
charged to operating expense as incurred. The Qoytpassets are depreciated or amortized usingtthight-line method, over the shorter of
their estimated useful lives or the expected |éage as follows:

Equipment and fixture 3to 10 yeal
Leasehold improvemen 10 year
Electronic equipment and softwe 3to 5 year

The Company capitalizes costs incurred during gpdieation development stage in developing or atitg internal use software. These costs
are amortized over the estimated useful life ofshigware.

The Company periodically evaluates whether chahgee occurred that would require revision of theaming useful life of equipment and
leasehold improvements or render them not recolertisuch circumstances arise, the Company usestimate of the undiscounted sum of
expected future operating cash flows during theldimg period to determine whether the long-livedets are impaired. If the aggregate
undiscounted cash flows are less than the cargmgunt of the assets, the resulting impairmentggsato be recorded are calculated based o
the excess of the carrying value of the assetstbedfair value of such assets, with the fair valatermined based on an estimate of discounte
future cash flows.

Customer loyalty program

During fiscal 2013, the Company operated two lgyplograms, ULTAmate Rewards and The Club at Ultee Club at Ulta is a certificate
program offering customers reward certificatesffee beauty products based on their level of pusebaCustomers earn reward certificates to
redeem during specific promotional periods throughbe year. In early fiscal 2014 we convertedrémaining The Club at Ulta loyalty
customers to ULTAmate Rewards, a points-based progt)L TAmate Rewards enables customers to earnspoased on their

purchases. Points earned are valid for one yeamaybe redeemed on any product we sell. The Coyngecrues the cost of anticipated
redemptions related to these programs at the tfrtfeednitial purchase based on historical expexéehe accrued liability related to both of
the loyalty programs at February 1, 2014 and Febr2a2013 was $7,740 and $7,084 respectively.ctist of these programs, which was
$27,588, $22,044 and $17,200 in fiscal 2013, 2012011, respectively, is included in cost of satethe statements of income.

Deferred rent

Many of the Compang' operating leases contain predetermined fixecasers of the minimum rental rate during the lefasethese leases, t
Company recognizes the related rental expensestmight-line basis over the expected lease teraiding cancelable option periods where
failure to exercise such options would result ireaonomic penalty, and records the difference betvitke amounts charged to expense and tl
rent paid as deferred rent. The lease term commsentéhe earlier of the date when the Company besdeyally obligated for rent payments
or the date the Company takes possession of thedespace.
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As part of many lease agreements, the Companyescebnstruction allowances from landlords for trgmaprovements. These leasehold
improvements made by the Company are capitalizddaanortized over the shorter of their estimateduldiges or the lease term. The
construction allowances are recorded as deferrgcharel amortized on a straight-line basis ovelghse term as a reduction of rent expense.

Revenue recognitiol

Net sales include merchandise sales and salorceaetenue. Revenue from merchandise sales as ssa@cognized at the time of sale, ne
estimated returns. The Company provides refundprimiuct returns within 60 days from the originatghase date. Salon revenue is
recognized when services are rendered. Salon seienue amounted to $145,815, $121,357 and &4 Tiscal 2013, 2012 and 2011,
respectively. Company coupons and other incentivesecorded as a reduction of net sales. Stats tales are presented on a net basis as tl
Company considers itself a pass-through conduitddiecting and remitting state sales tax. E-conumeales are recorded based on delivery
merchandise to the customer. E-commerce revenuargatwto $95,809, $55,086 and $41,333 for fiscaB2@012 and 2011, respectively.

The Company'’s gift card sales are deferred andgrézed in net sales when the gift card is redeefmeproduct or services. The Company’s
gift cards do not expire and do not include serfées that decrease customer balances. The Corpanyaintained Company-specific,
historical data related to its large pool of simigift card transactions sold and redeemed ovégrafieant time frame. The Company recogni
gift card breakage to the extent there is no reguémt for remitting balances to governmental agengnder unclaimed property laws. Gift ¢
breakage is recognized over the same performanaapand in the same proportion, that the Compadgta has demonstrated that gift cards
are redeemed. Gift card breakage is recorded asraabe in selling, general and administrative esg@én the statements of income. Deferred
gift card revenue was $16,439 and $13,364 at Fepiy£2014 and February 2, 2013, respectively,iatacluded in accrued liabilities —
accrued customer liabilities (Note 5).

Vendor allowances

The Company receives allowances from vendors imtimmnal course of business including advertising miarkdown allowances, purchase
volume discounts and rebates, and reimbursemenefective merchandise, and certain selling anglalsexpenses. Substantially all vendor
allowances are recorded as a reduction of the y&npmduct cost and are recognized in cost ofssatethe product is sold.

Advertising

Advertising expense consists principally of pajpeint and distribution costs related to the Compsuaglvertising circulars. The Company
expenses the production and distribution costse@l its advertising circulars in the period thkted promotional event occurs. Total
advertising costs, exclusive of incentives fromdans and start-up advertising expense, amount&i46,774, $118,365 and $99,446 for fisca
2013, 2012 and 2011, respectively. Advertising espeas a percentage of sales was 5.3%, 5.3% a¥dfér6iscal 2013, 2012 and 2011,
respectively Prepaid advertising costs includegrapaid expenses and other current assets wer@l$érl $6,251 as of February 1, 2014 and
February 2, 2013, respectively.

Pre-opening expenses
Non-capital expenditures incurred prior to the grapdrong of a new, remodeled or relocated store lzaieged against earnings as incurred.

Cost of sales

Cost of sales includes the cost of merchandiseisoldding a majority of vendor allowances, whiclke &reated as a reduction of merchandise
costs; warehousing and distribution costs includimpr and related benefits, freight, rent, de@tan and amortization, real estate taxes,
utilities, and insurance; shipping and handlingigostore occupancy costs including rent, deprieciatnd amortization, real estate taxes,
utilities, repairs and maintenance, insurancenbes, and cleaning expenses; salon payroll anditserceistomer loyalty program expense; anc
shrink and inventory valuation reserves.
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Selling, general and administrative expens

Selling, general and administrative expenses irdyshyroll, bonus, and benefit costs for retail emgborate employees; advertising and
marketing costs; occupancy costs related to oyrozate office facilities; public company expenseiing Sarbanes-Oxley compliance
expenses; stock-based compensation expense; defmeeind amortization for all assets except theked to our retail and warehouse
operations which are included in cost of sales;lagdl, finance, information systems and other omafe overhead costs.

Income taxes

Deferred income taxes reflect the net tax effeceofporary differences between the carrying amoohéssets and liabilities used for financial
reporting purposes and the amounts used for in¢armpurposes. The amounts reported were derived tlse enacted tax rates in effect for
the year the differences are expected to reverse.

Income tax benefits related to uncertain tax pmsgtiare recognized only when it is more likely thahthat the tax position will be sustainec
examination by the taxing authorities. The deteation is based on the technical merits of the prsdnd presumes that each uncertain tax
position will be examined by the relevant taxinghauity that has full knowledge of all relevantanfation. Penalties and interest related to
unrecognized tax positions are recorded in incarekpense.

Share-based compensation

Share-based compensation cost is measured atd@i@ntased on the fair value of the award, anecisgnized on a straight-line method over
the requisite service period for awards expectedsd. The Company recorded stock compensatiomeepef $16,003, $13,375 and $11,605
for fiscal 2013, 2012 and 2011, respectively (se&eM, “Share-based awards”).

Insurance expensi

The Company has insurance programs with third pastyrers for employee health, workers compensati@hgeneral liability, among others,
to limit the Companys liability exposure. The insurance programs aeenum based and include retentions, deductiblestoplloss coverac
Current stop loss coverage per claim is $150 fguleyee health claims, $100 for general liabilitgiods and $250 for workers compensation
claims. The Company makes collateral and premiupmeats during the plan year and accrues expenghe event additional premium is due
from the Company based on actual claim results.

Net income per common shai

Basic net income per common share is computed\bglidg income available to common stockholdersh®y weighted-average number of
shares of common stock outstanding during the geBduted net income per share includes dilutisenmon stock equivalents, using the
treasury stock method (see Note 10, “Net incomecpsrmon share”).
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3. Property and equipment
Property and equipment consist of the following:

February 1, February 2,
(In thousands) 2014 2013
Equipment and fixtures $ 390,65( $ 323,06¢
Leasehold improvemen 376,79¢ 307,62:
Electronic equipment and softwe 218,97¢ 169,99
Constructio~in-progress 36,23! 37,70(

1,022,65! 838,39
Less accumulated depreciation and amortize (426,920 (355,33)
Property and equipment, r $ 595,73 $ 483,05!

The Company had no capitalized interest for fi2fdl3 and 2012 as a result of not utilizing the itrdility during the year.

4. Commitments and contingencies

Leases— The Company leases retail stores, distributich@lfice facilities, and certain equipment. Oridinan-cancelable lease terms range
from three to ten years, and store leases geneatitain renewal options for additional years. Anber of the Company’s store leases provide
for contingent rentals based upon sales. Continggmitamounts were insignificant in fiscal 201312@&nd 2011. Total rent expense under
operating leases was $138,086, $115,755 and $9#t TiScal 2013, 2012 and 2011, respectively. Feriminimum lease payments under
operating leases as of February 1, 2014, are lasvil

Operating
Leases
In

Fiscal year thotﬁsands]
2014 $ 184,77:
2015 188,65!
2016 181,50°
2017 168,73
2018 151,54¢
2019 and thereaftt 532,45!
Total minimum lease paymer $1,407,66.

Included in the operating lease schedule abovi64 $71 of minimum lease payments for stores treaeapected to open in fiscal 2014.

General litigation— On March 2, 2012, a putative employment class adtiwsuit was filed against us and certain unnadefdndants in sta
court in Los Angeles County, California. On Aprf2,122012, the Company removed the case to the USiates District Court for the Central
District of California. On August 8, 2013, the piaff asked the court to certify the proposed clasd the Company opposed the plaintiff's
request and is waiting for the court to issue asitet. The plaintiff and members of the proposeslare alleged to be (or to have been) non-
exempt hourly employees. The suit alleges that Wiikated various provisions of the California lalb@ws and failed to provide plaintiff and
members of the proposed class with full meal pesipaid rest breaks, certain wages, overtime cosgtigm and premium pay. The suit seeks
to recover damages and penalties as a result &é tiikeged practices. The Company denies plamtiffegations and is vigorously defending
the matter.

The Company has not recorded any accruals fonthiser because the Company’s potential liabilitytfee matter is not probable and cannot
be reasonably estimated based on currently availafdrmation. The Company cannot determine a reslsle estimate of the maximum
possible loss or range of loss for this matter
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given that it is in the early stage of the litigatiprocess and is subject to the inherent uncéigaiof litigation (such as the strength of the
Companys legal defenses and the availability of insuraecevery). Although the maximum amount of liabilibat may ultimately result fro
this matter cannot be predicted with certainty, aggmment expects that this matter, when ultimatsdglved, will not have a material adverse
effect on the Compang’consolidated financial position or liquidity.istpossible, however, that the ultimate resolutbthis matter could hay
a material adverse effect on the Company’s restfiligerations in a particular quarter or year itsuesolution results in a significant liability
for the Company.

The Company is also involved in various legal peatiegs that are incidental to the conduct of owgifess. In the opinion of management, the
amount of any liability with respect to these prediags, either individually or in the aggregate) wot be material.

5. Accrued liabilities

Accrued liabilities consist of the following:

February 1, February 2,
(In thousands) 2014 2013
Accrued vendor liabilities (including accrued prageand equipment costs) $ 15,63: $ 17,25¢
Accrued customer liabilitie 25,507 21,63¢
Accrued payroll, bonus and employee bent 33,64 30,41¢
Accrued taxes, othe 12,78¢ 9,991
Other accrued liabilitie 15,61: 12,82¢
Accrued liabilities $103,18( $ 92,127
6. Income taxes
The provision for income taxes consists of theofwlhg:
Fiscal Fiscal Fiscal
(In thousands) 2013 2012 2011
Current:
Federa $105,73: $ 83,60¢ $53,49¢
State 15,31( 14,83: 11,02:
Total current 121,04: 98,43¢ 64,517
Deferred:
Federa 3,891 8,95( 10,79¢
State (75) (144) 31
Total deferrec 3,81¢ 8,80¢ 10,827
Provision for income taxe $124,85 $107,24- $75,34¢
A reconciliation of the federal statutory rate he Company’s effective tax rate is as follows:
Fiscal Fiscal Fiscal
2013 2012 2011
Federal statutory rate 35.(% 35.(% 35.(%
State effective rate, net of federal tax ber 3.C% 3.4% 3.7%
Other 0.1% (0.1%) (0.2%)
Effective tax rate 38.1% 38.2% 38.5%
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Significant components of the Company’s deferredatssets and liabilities are as follows:

February 1, February 2,

(In thousands) 2014 2013
Deferred tax asset

Reserves not currently deductil $ 24,72: $ 18,16(

Employee benefit 6,29( 5,02¢

Net operating loss & credit carryforwar 40z 20¢

Accrued liabilities 3,92 3,85¢

Inventory valuatior 1,70¢ 1,28(
Total deferred tax asse 37,04¢ 28,53:
Deferred tax liabilities

Property and equipme 44,28¢ 39,35°

Deferred rent obligatio 28,52¢ 21,63¢

Prepaid expenst 8,70: 8,14(
Total deferred tax liabilitie 81,52( 69,13!
Net deferred tax liabilit $ (44,479 $ (40,604

At February 1, 2014, the Company had $402 credit/frwards for state income tax purposes.

The Company accounts for uncertainty in incomeganeccordance with the ASC rules for income taXée reserve for uncertain tax
positions was $795 at February 1, 2014. The balanite Company’s best estimate of the potentdility for uncertain tax positions. The
increase in the liability for income taxes assadatith uncertain tax positions relates to a curyear position. There was no reserve for
uncertain tax positions at February 2, 2013. A ned@tion of the Company'’s unrecognized tax betsefxcluding interest and penalties, is as
follows:

February 1, February 2,
(In thousands) 2014 2013
Balance at beginning of the period $ = $ —
Increase due to a current year posi 79t —
Decrease due to a prior period posit — —
Balance at the end of the peri $ 79 $ —

The Company acknowledges that the amount of unrézed tax benefits may change in the next twelvetia However, it does not expect
the change to have a significant impact on its cbdated financial statements. Income tax-relatedrest and penalties were insignificant for
fiscal 2013, 2012 and 2011.

The Company files tax returns in the U.S. Fedemdl State jurisdictions. The Company is no longéijextt to U.S. Federal examinations by
Internal Revenue Services for the years before 20itl] this applies to examinations by the Stateaiites before 2009.

7. Notes payable

On October 19, 2011, the Company entered into aerlad and Restated Loan and Security Agreement (e Agreement) with Wells
Fargo Bank, National Association, as Administrathgent, Collateral Agent and a Lender thereundezll$\Fargo Capital Finance LLC as a
Lender, J.P. Morgan Securities LLC as a LendeMdRyan Chase Bank, N.A. as a Lender and PNC Baakiphal Association, as a Lender.
The Loan Agreement amended and restated the LahBegurity Agreement, dated as of August 31, 26¢@&nd among the lenders. The L
Agreement extends the maturity of the Company’ditfacility to October 2016,
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provides maximum revolving loans equal to the les$&200,000 or a percentage of eligible owneetiiery, contains a $10,000 subfacility
for letters of credit and allows the Company ta@ase the revolving facility by an additional $3M0subject to consent by each lender and
other conditions. The Loan Agreement contains airement to maintain a minimum amount of excessdwvang availability at all times.

On September 5, 2012, the Company entered into Ament No. 1 to the Amended and Restated Loan acuri8eAgreement (the
Amendment) with the lender group. The Amendmenaitgd certain administrative terms and conditiorts arovides the Company greater
flexibility to take certain corporate actions. Thavere no changes to the revolving loan amountiade, interest rates, covenants or maturity
date under terms of the Loan Agreement.

On December 6, 2013, the Company entered into AmentNo. 2 to the Amended and restated Loan andriBeégreement (the Loan
Amendment) with the lender group. The Loan Amendneatends the maturity of the facility to DecemB@d.8. Substantially all of the
Company’s assets are pledged as collateral fotamdasg borrowings under the facility. Outstandiagrowings will bear interest at the prime
rate or Libor plus 1.50% and the unused line fé226%.

As of February 1, 2014 and February 2, 2013, the@my had no borrowings outstanding under the tfadiiity and the Company was in
compliance with all terms and covenants of the exgent.
8. Fair value measurements

The carrying value of cash and cash equivalentguats receivable, and accounts payable approxintlagér estimated fair values due to the
short maturities of these instruments.

Fair value is measured using inputs from the theeels of the fair value hierarchy, which are désem as follows:
a. Level 1 — observable inputs such as quoted pfmeidentical instruments in active markets.

b. Level 2 — inputs other than quoted prices ifvaainarkets that are observable either directlindirectly through corroboration
with observable market data.

c. Level 3 — unobservable inputs in which therkttle or no market data, which would require then@pany to develop its own
assumptions.

As of February 1, 2014, the Company held finaricillities of $3,678 related to its non-qualifiddferred compensation plan. The liabilities
have been categorized as Level 2 as they are basihird-party reported net asset values whichhased primarily on quoted market prices of
underlying assets of the funds within the plan.

9. Share-based awards
Equity Incentive Plans

The Company has had a number of equity incentiaagpbver the years. The plans were adopted in twdsdtract and retain the best available
personnel for positions of substantial authority &mprovide additional incentive to employeesediors, and consultants to promote the
success of the Company’s business. Incentive cosapien was awarded under the Amended and Restasdd®ed Stock Option Plan until
April 2002 and under the 2002 Equity Incentive Rlarough July 2007, at which time the 2007 Incemtiward Plan was adopted. All of the
plans generally provided for the grant of incensteck options, nonqualified stock options, resédcstock, restricted stock units, stock
appreciation rights, and other types of awardsrpleyees, consultants, and directors. Unless peaviitherwise by the administrator of the
plan, options vested over four years at the ra@béb per year from the date of grant and most ineigtxercised within ten years. Options wer
granted with the exercise price equal to the falue of the underlying stock on the date of grant.

2011 Incentive Award Plan

In June 2011, the Company adopted the 2011 Ine=Ativard Plan (the 2011 Plan). The 2011 Plan previdethe grant of incentive stock
options, nonqualified stock options, restricteccktoestricted stock units, stock
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appreciation rights, performance awards, dividequhalent rights, stock payments, deferred stock@ash-based awards to employees,
consultants, and directors. Following its adopt®mmards are only being made under the 2011 Plahnarfurther awards will be made under
any prior plan. As of February 1, 2014, the 201dnREserves for the issuance upon grant or exestmeards up to 4,691 shares of the
Company’'s common stock.

The Company recorded stock compensation expers&60003, $13,375 and $11,605 for fiscal 2013, 2812011, respectively. Cash
received from option exercises under all sharedasgment arrangements for fiscal 2013, 2012 add 2¢as $21,890, $31,530 and $27,639,
respectively. The total income tax benefit recogdiin the income statement for equity compensaticemgements was $4,812, $5,364 and
$3,545 for fiscal 2013, 2012 and 2011, respectivEhe actual tax benefit realized for the tax déidms from option exercise and restricted
stock vesting of the share-based payment arrangertwtaled $18,169, $51,886 and $29,439, respégtifor fiscal 2013, 2012 and 2011.

Employee stock option

The Company measures share-based compensaticoncibet grant date, based on the fair value of Wer@d, and recognizes the expense on 8
straight-line method over the requisite servicequefor awards expected to vest. The Company eginhe grant date fair value of stock
options using a Black-Scholes valuation model ugliregfollowing weighted-average assumptions:

Fiscal Fiscal Fiscal

2013 2012 2011
Volatility rate 49.2% 53.5% 54.(%
Average ris-free interest rat 0.€% 1.2% 1.5%
Average expected life (in yeai 4.4 6.3 6.3
Dividend yield None None None

During fiscal 2013 the Company made changes totegtia valuation assumptions to Company specifarination. These changes are
reflected in the table above and had no materiphzhon the calculation. For fiscal 2013 the expaeblatility was based on the historical
volatility of the ULTA Common Shares. The risk frie¢erest rate was based on the United States Umegild curve in effect on the date of
grant for the respective expected life of the aptibhe expected life represents the time the optgganted are expected to be outstanding. Fo
fiscal 2013, the expected life of options grantesswerived from historical data on ULTA stock optixercises. Prior to 2013, we had limited
historical data related to exercise behavior smaenitial public offering on October 30, 2007. Agesult, the Company elected to use the
shortcut approach to determine the expected litcgordance with the SEC Staff Accounting Bulletimshare-based payments and the
expected volatility was based on the historicahtitily of a peer group of publicly-traded companiBeginning in fiscal 2013, the Company
introduced a forfeiture rate. Forfeitures of opti@re estimated at the grant date based on hatosies of the Company’s stock option activity
and reduce the compensation expense recognizedCdingany does not currently pay a regular dividdine dividend paid in May 2012 was
a one-time special cash dividend.

The Company granted 302 stock options during fi26dB. The compensation cost that has been chaggdst income for stock option gra
was $10,214, $11,967, and $9,731 for fiscal 200322and 2011, respectively. The weightegrage grant date fair value of options grant:
fiscal 2013, 2012 and 2011 was $34.31, $46.29 8AdBY, respectively. The total fair value of stoghions issued that vested during fiscal
2013, 2012 and 2011 was $10,544, $12,089 and $1LrdSpectively. At February 1, 2014, there wag@gmately $18,074 of unrecognized
compensation expense related to unvested stoobnspilhe unrecognized compensation expense is texpicbe recognized over a weighted-:
average period of approximately two years. Thd fotensic value of options exercised was $49,40138,291 and $86,030 in fiscal 2013,
2012 and 2011, respectively.
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A summary of the status of the Company’s stockaspéictivity is presented in the following tabledsés in thousands):

Fiscal 2013 Fiscal 2012 Fiscal 2011

Weighted- Weighted- Weighted-

Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price

Common Stock Options Outstanding

Beginning of yea 1,801 $  41.6( 3,565¢ $  26.4¢ 5,03¢ $ 16.5¢
Grantec 30z 84.5( 241 89.9¢ 621 66.5¢
Exercisec (705) 31.07 (1,795 17.57 (1,936 14.2¢
Forfeited (314) 53.1F (19€) 46.2¢ (162) 17.7¢
End of yeal 1,09( $ 56.94 1,80i $ 41.6( 3,55¢ $ 26.4¢
Exercisable at end of ye 363 $ 343 562 $ 248t 1,431 $ 14.2i
Vested and Expected to vt 1,04¢ $ 56.4i 1,807 $  41.6( 3,55¢ $  26.4¢

The following table presents information relatesftions outstanding and options exercisable atugeh 1, 2014, under the Company'’s stock
option plans based on ranges of exercise pricesdslin thousands):

Options outstanding Options exercisable
Weighted- Weighted-
average average
remaining remaining
Number of contractual life Weighted- contractual life Weighted-
average Number average
Options outstanding options (years) exercise prict of options (years) exercise price
$1.11 - 3.33 5 1 $ 1.5¢ 5 1 $ 1.54
6.29-9.18 19 5 6.4¢€ 18 5 6.4¢€
9.67- 15.81 14¢€ 5 13.3( 14¢€ 5 13.3(
22.86- 37.85 251 6 28.0: 89 7 29.1¢
47.19- 69.96 292 8 66.8( 74 8 68.2¢
74.91- 126.93 377 9 88.6¢ 30 8 91.0
End of yeal 1,09( 7 $ 56.9/ 363 6 $ 34.3i

The aggregate intrinsic value of outstanding aret@sable options as of February 1, 2014 was $33a8@ $18,809, respectively. The last
reported sale price of our common stock on the NAQOGlobal Select Market on February 1, 2014 was &BPer share.

Restricted stock awarc

The Company issues restricted stock to certain @yepls and its Board of Directors. Employee graritsgenerally cliff vest after 3 years and
director grants will cliff vest within one year. @ltompensation expense recorded in fiscal 2012 aad 2011 was $5,789, $1,408 and $1,
respectively. Beginning in fiscal 2013, the Compartyoduced a forfeiture rate. Forfeitures of rieséd stock awards are estimated at the grar
date based on historical rates of the Companytsicesd stock award activity and reduce the compgos expense recognized. At February 1,
2014, unrecognized compensation cost related toates! stock awards was $9,100. The unrecogniretpensation expense is expected to b
recognized over a weighted-average period of apmrately two years.
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A summary of the status of the Company’s restristedk activity is presented in the following takddares in thousands):

Fiscal 2013 Fiscal 2012 Fiscal 2011

Weighted- Weighted- Weighted-

Average Average Average

Grant Date Grant Date Grant Date

Shares Fair Value Shares Fair Value Shares Fair Value

Restricted Stock Outstanding

Beginning of yea 62 $ 81.81 22 $ 55.7% 12¢ $ 24.2¢
Grantec 141 86.01 65 90.1¢ 15 63.3¢
Vested (25) 81.41 (5) 66.8¢ (71) 23.6:
Forfeited (16) 75.3¢ (20) 75.3( (50) 23.5:
End of yeal 162 $ 87.5¢ 62 $ 81.8] 22 $ 55.7¢
Expected to ves 152 87.5¢ 62 $ 81.81] 22 $ 55.7:

10. Netincome per common share

The following is a reconciliation of net income ahe& number of shares of common stock used indhgatation of net income per basic and
diluted share:

Fiscal year endec

February 1, February 2, January 28,
(In thousands, except per share date 2014 2013 2012
Numerator for diluted net income per sh— net income $202,84¢ $172,54¢ $120,26:-
Denominator for basic net income per st— weighte-average common shat 63,99: 63,25( 61,25¢
Dilutive effect of stock options and n-vested stocl 46¢ 1,14¢ 2,07t
Denominator for diluted net income per sh 64,46 64,39¢ 63,33¢
Net income per common sha
Basic $ 3.17 $ 2.7: $ 1.9¢
Diluted $ 3.1t $ 2.6¢ $ 1.9

The denominator for diluted net income per comntmare for fiscal years 2013, 2012 and 2011 excld&®: 533 and 621 employee options,
respectively, due to their anti-dilutive effects.

11. Employee benefit plans

The Company provides a 401(k) retirement plan dogeall employees who qualify as to age and lemdtservice. The plan is funded through
employee contributions and a Company match. Iafi2g013, 2012 and 2011, the Company match was IiiGbe first 3.0%, 3.0% and 2.5%,
respectively, of eligible compensation. For fisgadrs 2013, 2012 and 2011, the Company match wa82353,040 and $2,146, respectively.

On January 1, 2009, the Company established a nalifigd deferred compensation plan for highly cemgated employees whose
contributions are limited under qualified definemhtribution plans. Amounts contributed and defewader the plan are credited or charged
with the performance of investment options offeweder the plan as elected by the participantdérevent of bankruptcy, the assets of this
plan are available to satisfy the claims of generadlitors. The liability for compensation defertgtier the Company’s plan included in other
longterm liabilities was $3,678 and 2,876 as of Felyrdar2014 and February 2, 2013, respectively. Tom@any manages the risk of chan
in the fair value of the liability for deferred cgmnsation by electing to match its liability undlee plan with investment vehicles that offset a
substantial portion of its exposure. The cash vafube investment vehicles included in deferrethpensation plan assets was $4,294 and
$2,866 as of February 1, 2014 and
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February 2, 2013, respectively. Total expense dmmbunder this plan is included in selling, genaral administrative expenses and was

insignificant during fiscal 2013 and 2012.

12. Valuation and qualifying accounts

Description

Fiscal 2013
Allowance for doubtful accoun
Shrink reservi
Inventory— lower of cost or market reser
Insurance
Workers Comp / General Liability Prepaid As
Employee Health Care Accrued Liabil
Fiscal 201z
Allowance for doubtful accoun
Shrink reservt
Inventory— lower of cost or market reser
Insurance
Workers Comp / General Liability Prepaid As
Employee Health Care Accrued Liabil
Fiscal 2011
Allowance for doubtful accoun
Shrink reservt
Inventory— lower of cost or market reser
Insurance
Workers Comp / General Liability Prepaid As
Employee Health Care Accrued Liabil

(a) Represents wri-off of uncollectible account:
(b) Represents prepaid insurar

Balance a
beginning

of period

$ 97c
4,02(
2,36¢

(2,400)(b)
2,23

$ 55€
2,44¢
2,07(

(2,089)(b)
1,92¢

$ 257
2,30(
3,31¢

(970(b)
1,60¢

64

Charged tc Balance a
costs and end of
expense: Deductions period

(In thousands)
$ 30C $ (359(a) $ 91t
16,29¢ (10,96() 9,35¢
4,52; (2,025 4,861
7,06( (6,477 (1,817
34,42: (34,049 2,60¢
$ 41¢ $ (2)(a) $ 978
8,077 (6,507) 4,02(
1,09¢ (80%) 2,36¢
4,86¢ (5,180 (2,400
26,58¢ (26,28)) 2,23;
$ 607 $ (309(a) $ 55€
5,53¢ (5,390 2,44¢
87¢ (2,116) 2,07(
4,49F (5,60 (2,084)
21,03¢ (20,715 1,92¢
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13. Selected quarterly financial data (unauditep

The following tables set forth the Company’s unéeliiquarterly results of operations for each ofdgharters in fiscal 2013 and fiscal 2012.
The Company uses a 13 week (14 week in fourth quéiscal 2012) fiscal quarter ending on the laguglay of the quarter.

2013 2012
First Second Third Fourth First Second Third Fourth
(In thousands, except pe
share data)
Net sales $582,71: $600,99¢ $618,78. $868,08: $474,09¢ $481,68: $505,64( $758,83!
Cost of sale: 378,76. 388,92: 387,12( 574,52: 303,18t 314,05¢ 320,14° 499,19:
Gross profit 203,94¢ 212,07 231,66: 293,56 170,91 167,62 185,49: 259,64
Selling, general and administrative
expense: 133,04t 134,40( 151,30t 177,63t 110,94 106,04( 117,93« 153,96:
Pre-opening expense 3,20¢ 4,80¢ 7,46¢ 1,78 2,52¢ 4,12¢ 6,252 1,91¢
Operating incom: 67,69¢ 72,86¢ 72,88 114,13t 57,44¢ 57,45¢ 61,30" 103,76t
Interest (income) expen: (24) (18) () (69) 21 104 39 21
Income before income tax 67,71¢ 72,88¢ 72,89: 114,20° 57,42t 57,35t 61,26¢ 103,74!
Income tax expens 25,89 27,97¢ 27,46/ 43,52t 22,551 22,35i 23,11, 39,21
Net income $ 4182t $ 44917 $ 4543( $ 70,68: $ 34,86¢ $ 3499¢ $ 38,15. $ 64,53
Net income per common sha
Basic $ 0.6¢ 0.7C 071 $ 11C $ 0.5¢ 0.5% 06C $ 1.01
Diluted $ 0.6t 0.7¢C 07C $ 1.0¢ $ 0.5¢ 0.54 05¢ $ 1.0C

The sum of the quarterly net income per commoneshsy not equal the annual total due to quartdringes in the weighted average shares
and share equivalents outstanding.

14. Stock repurchase program

On March 18, 2013, the Company announced that oardBof Directors had authorized a stock repurcpasgram pursuant to which the
Company may repurchase up to $150 million of then@any’s common stock. The repurchases may be mauntetime to time in the open
market, in privately negotiated transactions, dieowise, at prices that the Company deems apptem@ral subject to market conditions,
applicable law and other factors deemed relevatiterCompany’s sole discretion. The stock repurelpasgram does not have an expiration
date and may be suspended or discontinued atrary Bluring fiscal 2013, we purchased 500,500 shafresmmon stock for $37.3 million at
an average price of $74.58.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, in the City of Chicago, Statelbhois, on April 2, 2014.

ULTA SALON, COSMETICS & FRAGRANCE, INC

By: /s/ Scott M. Settersten

Scott M. Setterste
Chief Financial Officer and Assistant Secret

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the datlisdted:

Signatures Title Date
/s/ Mary N. Dillon Chief Executive Officer and Director (Principal April 2, 2014
Mary N. Dillon Executive Officer)
/sl Scott M. Settersten Chief Financial Officer and Assistant Secretary April 2, 2014
Scott M. Setterste (Principal Financial and Accounting Officer)
/s/ Robert F. DiRomualdo Director April 2, 2014
Robert F. DiRomuald
/s/ Dennis K. Eck Director April 2, 2014
Dennis K. Eck
/s/ Catherine Halligan Director April 2, 2014

Catherine Halligai

/sl Charles Heilbronn Director April 2, 2014
Charles Heilbroni

/s/ Michael R. MacDonald Director April 2, 2014
Michael R. MacDonalr

/s/ Lorna E. Nagler Director April 2, 2014
Lorna E. Nagle

/sl Charles J. Philippin Director April 2, 2014
Charles J. Philippil

/sl Kenneth T. Stevens Chairman of the Board of Directors April 2, 2014
Kenneth T. Stever
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ULTA SALON, COSMETICS & FRAGRANCE, INC.
SUBSIDIARIES OF THE REGISTRANT

Name: Jurisdiction of Incorporation or Organization:
Ulta Inc. Delaware




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irféHewing Registration Statements:
(1) Registration Statement (Form S-3 No. 333-18)20%JIta Salon, Cosmetics & Fragrance, Inc., and
(2) Registration Statements (Form S-8 No. 333-147rd Form S-8 No. 333-176735) pertaining to tha Sklon, Cosmetics & Fragrance,

Inc. 2007 and 2011 Incentive Award Plans, the Bl#on, Cosmetics & Fragrance, Inc. 2002 Equity mitige Plan and the Ulta Salon,
Cosmetics & Fragrance, Inc. Second Amended andchfResRestricted Stock Option Plan

of our reports dated April 2, 2014, with respecthe consolidated financial statements of Ulta Bal@osmetics & Fragrance, Inc. and the
effectiveness of internal control over financigboeting of Ulta Salon, Cosmetics & Fragrance, Iimcjuded in this Annual Report (Form X)-
for the year ended February 1, 2014.

/sl Ernst & Young LLP
Chicago, lllinois
April 2, 2014



Exhibit 31.1

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Mary N. Dillon, certify that:
1. I have reviewed this annual report on Form 16fKllta Salon, Cosmetics & Fragrance, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dméttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadih respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiernal control over financial reporting,
to the registrant’s auditors and the Audit commitbé the registrant’s Board of Directors (or pesprarforming equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invadweaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: April 2, 2014 By: /s/ Mary N. Dillon
Mary N. Dillon
Chief Executive Officer and Direct




Exhibit 31.2

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Scott M. Settersten, certify that:
1. I have reviewed this annual report on Form 16fKllta Salon, Cosmetics & Fragrance, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dméttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadih respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiernal control over financial reporting,
to the registrant’s auditors and the Audit commitbé the registrant’s Board of Directors (or pesprarforming equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invadweaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: April 2, 2014 By: /s/ Scott M. Setterste
Scott M. Settersten
Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

Pursuant to 18 U.S.C. §1350 (adopted pursuant@6 §0the Sarbanes-Oxley Act of 2002), |, the usigred Chief Executive Officer and
Director of Ulta Salon, Cosmetics & Fragrance llee “Company”), hereby certify that the Annual Repn Form 10-K of the Company for
the fiscal year ended February 1, 2014 (the “Répdtily complies with the requirements of sectidB(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, and that information doathin the Report fairly presents, in all materedpects, the financial condition and result:
of operations of the Company.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyall be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.

Date: April 2, 2014 By: /s/ Mary N. Dillon
Mary N. Dillon
Chief Executive Officer and Directt

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

Pursuant to 18 U.S.C. §1350 (adopted pursuant@6 §9the Sarbanes-Oxley Act of 2002), |, the usidgred Chief Financial Officer of Ulta
Salon, Cosmetics & Fragrance Inc. (the “Comparly&yeby certify that the Annual Report on Form 10fkhe Company for the fiscal year

ended February 1, 2014 (the “Reporfllly complies with the requirements of sectiond3g¢r 15(d) of the Securities Exchange Act of 13&
amended, and that information contained in the Rdpoly presents, in all material respects, timaficial condition and results of operation:
the Company.

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities and Exchange Commissidts staff upon request.

Date: April 2, 2014 By: /sl Scott M. Setterste
Scott M. Setterste
Chief Financial Office




