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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

(Mark One’
%] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended May 3, 2009

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 001-33608

lululemon athletica inc.

(Exact name of registrant as specified in its cagrt

Delaware 20-3842867

(State or other jurisdiction of (I.LR.S. Employer

incorporation or organization Identification No.)
2285 Clark Drive, V5N 3G9
Vancouver, British Columbia (Zip Code)

(Address of principal executive office

Registrant’s telephone number, including area code604-732-6124
Former name, former address and former fiscal yearif changed since last report: N/A

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sextl3 or 15(d) of
the Securities Exchange Act of 1934 during the gaiéry 12 months (or for such shorter period thatrtfgistrant was
required to file such reports), and (2) has bedijestito such filing requirements for the past 89 Yes¥ No
O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if
any, every Interactive Data File required to bensitiied and posted pursuant to Rule 405 of Reguledidl (§232.405 c
this chapter) during the preceding 12 months (oséxh shorter period that the registrant was reduo submit and
post such files). Yedd No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated file
or a smaller reporting company. See the definitimit$arge accelerated filer,” “accelerated filafid “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Chegk):

Large accelerated fileM Accelerated filer Non-accelerateffiler O Smaller reporting compan
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exge
Act). Yes O No M

At June 8, 2009, there were 50,729,300 sharesafiiistrant’'s common stock, par value $0.01 paresh
outstanding.

Exchangeable and Special Voting Shares

At June 8, 2009, there were outstanding 19,482¢98hangeable shares of Lulu Canadian Holding, &naholly-
owned subsidiary of the registrant. Exchangealdeeshare exchangeable for an equal number of sbatles
registrant’s common stock.

In addition, at June 8, 2009, the registrant hadtanding 19,482,981 shares of special voting stickugh which
the holders of exchangeable shares of Lulu Canddiddaing, Inc. may exercise their voting rights lwiespect to the
registrant. The special voting stock and the regigts common stock generally vote together asiglsiclass on all
matters on which the common stock is entitled tievo
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PART I
FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

lululemon athletica inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

May 3, February 1,
2009 2009
(Unaudited)

(Amounts in thousands,
except per share amounts)

ASSETS

Current assel
Cash and cash equivalel $ 59,27 $ 56,79
Accounts receivabl 3,86¢ 4,02¢
Inventories 44,63t 52,051
Prepaid expenses and other current a: 6,13t 4,111
113,90¢ 116,98¢
Property and equipment, r 60,96( 61,66:
Goodwill and intangible assets, 1 8,16¢ 8,16(
Deferred income taxe 19,09° 19,37:
Other nol-current asset 5,654 5,45¢

$ 207,78t  $211,63t

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities

Accounts payabl $ 521¢ $ 5,26¢
Accrued liabilities 10,12¢ 22,10:
Accrued compensation and related expel 5,08¢ 5,862
Income taxes payab — 2,13:
Unredeemed gift card liabilit 6,49: 9,27¢
Other current liabilitie: 452 69C
27,37t 45,33t

Other noi-current liabilities 11,97¢ 11,30!
Deferred income taxe 16E 15¢

39,51¢ 56,79¢

Stockholder equity

Undesignated preferred stock, $0.01 par value (6sb@res authorized, none issued

outstanding — —
Exchangeable stock, no par value, 30,000 sharbsmzed, issued and outstanding

19,502 and 19,517 shai — —
Special voting stock, $0.00001 par value, 30,0G0eshauthorized, issued and

outstanding 19,502 and 19,517 she — —
Common stock, $0.01 par value, 200,000 shares aztiao issued and outstanding

50,710 and 50,422 shai 507 504
Additional paic-in capital 157,67 155,96:
Retained earning 16,04¢ 9,52¢
Accumulated other comprehensive |i (5,960 (11,157

168,27( 154,84
$ 207,78t $211,63¢

See accompanying notes to the interim consolid@tadcial statements
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lululemon athletica inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF OPERATIONS

Thirteen Weeks  Thirteen Weeks
Ended May 3, Ended May 4,
2009 2008
(Unaudited)

(Amounts in thousands, except
per share amounts)

Net revenue $ 81,68( $ 77,03(
Cost of goods sol 46,73. 35,92¢
Gross profit 34,94¢ 41,10:
Selling, general and administrative exper 25,09¢ 29,15¢
Income from operatior 9,85: 11,947
Other income (expense), r 78 277
Income before income tax 9,931 12,22«
Provision for income taxe 3,41:% 3,75:%
Net income from continuing operatio 6,51¢ 8,471
Net income from discontinued operatic — 5
Net income $ 6,51¢ $ 8,47¢

Basic earnings per sha

Continuing operation $ 0.0¢ $ 0.1:
Discontinued operatior — —
Net basic earnings per sh $ 0.0¢ $ 0.1:
Diluted earnings per shar

Continuing operation $ 0.0¢ $ 0.12
Discontinued operatior — —
Net diluted earnings per she $ 0.0¢ $ 0.12
Basic weighte-average number of shares outstanc 70,13: 67,67¢
Diluted weighte-average number of shares outstanc 70,33 71,65

See accompanying notes to the interim consolid@tedcial statements
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lululemon athletica inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Special Voting

Accumulated

Exchangeable Stoc Stock Common Stock Additional Other
Par Par Par  Paid-in  Retained Comprehensive
Shares Value Shares Value Shares Value Capital Earnings Loss Total
(Unaudited)
(Amounts in thousands)

Balance at February 1, 20 19,51% $ — 19517 $ — 5042: $504$% 155,96 $9,52¢ $(11,15:) $154,84:
Comprehensive incom:

Net income 6,51¢ 6,51¢

Foreign currency translation

adjustmen 5,191 5,191

Comprehensive incorr 11,70¢
Stocl-based compensatic 1,36¢ 1,36¢
Excess tax benefit from stock

based compensatic 192 192
Stock options exercise 273 3 15¢ 15¢
Common stock issued upon

exchange of exchangeable

shares (15) (15) 15 — — —
Balance at May 3, 20C 19,50z $ — 1950 $ — 50,71C $507$ 157,67 $16,04¢ $(5,96() $168,27(

See accompanying notes to the interim consolid@tedcial statements
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lululemon athletica inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

Thirteen Weeks  Thirteen Weeks
Ended May 3, Ended May 4,
2009 2008
(Unaudited)

(Amounts in thousands)

Cash flows from operating activitir

Net income $ 6,51¢ $ 8,47¢
Net income from discontinued operatic — 5
Net income from continuing operatio 6,51¢ 8,471
Items not affecting cas
Depreciation and amortizatic 4,27¢ 3,381
Stoclk-based compensatic 1,36¢ 2,172
Deferred income taxe 50¢ (144)
Excess tax benefit from stc-based compensatic (192 —
Other, including net changes in other -cash balance
Prepaid expenses and other current a: (2,965 (2,325
Inventories 8,26¢ (16,267)
Accounts payabl (622) (719
Accrued liabilities (11,590 1,83¢
Other nor-cash balance (3,759 (6,669)
Net cash provided by (used in) operating acti— continuing operation 2,81¢ (10,257
Net cash provided by operating activ— discontinued operatior — 7
2,81¢ (10,264
Cash flows from investing activitie
Purchase of property and equipm (2,28)) (8,43¢)
Advances to and investments in franct (274) —
Net cash used in investing activ— continuing operation (2,555 (8,439
Net cash used in investing activ— discontinued operatior — (122)
(2,555 (8,560)
Cash flows from financing activitie
Proceeds from exercise of stock optir 15¢ 54
Excess tax benefit from stc-based compensatic 192 —
Net cash provided by financing activ— continuing operation 35C 54
Net cash provided by financing activ— discontinued operatior — —
35C 54
Effect of exchange rate changes on ¢ 1,86( (577)
Increase (decrease) in cash and cash equiv: 2,47¢ (19,349
Cash and cash equivalents from continuing operstio@ginning of perio $ 56,797 $ 52,54t
Cash and cash equivalents from continuing opersitiend of perio $ 59,27, $ 33,19¢

See accompanying notes to the interim consolid@tedcial statements
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lululemon athletica inc. and Subsidiaries

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS
(Amounts in thousands, except per share and stor@gnt information, unless otherwise indicated)

NOTE 1. NATURE OF OPERATIONS AND BASIS OF PRESENTATION
Nature of operations

lululemon athletica inc., a Delaware corporatioll(flemon” or “LAI” and, together with its subsidiaries un
the context otherwise requires, the “Company”)ngaged in the design, manufacture and distribudfdmealthy
lifestyle inspired athletic apparel, which is sthidough a chain of corporate-owned and operatel stores, direct
to consumers through our e-commerce sales chahnaligh independent franchises and through a n&tafor
wholesale accounts. The Company’s primary market€anada, the United States and Australia, whzré4and
nil corporate-owned stores were in operation ddat 3, 2009, respectively. There were 103 corpeoataed store
in operation as of both May 3, 2009 and Februa009.

Basis of presentation

The unaudited interim consolidated financial stagts as of May 3, 2009 and for the thirteen weelogds
ended May 3, 2009 and May 4, 2008 are presented tis¢ United States dollar and have been prefnréae
Company under the rules and regulations of the i8e&=uand Exchange Commission (“SEC”). In the aginof
management, the financial information is preseimeatcordance with United States generally acceptedunting
principles (“GAAP”) for interim financial informatin and, accordingly, do not include all of the mfiation and
footnotes required by GAAP for complete financialtements. The financial information as of Februgrg009 is
derived from the Company’audited consolidated financial statements anglsrfotr the fiscal year ended Februar
2009, included in Item 8 in the fiscal 2008 AnnRalport on Form 10-K. These unaudited interim cddattd
financial statements reflect all adjustments wlachin the opinion of management are necessaryaio statement
of the results for the interim periods presentdtese unaudited interim consolidated financial statgs should be
read in conjunction with the Company’s consoliddiadncial statements and related notes includeden
Company’s 2008 Annual Report on Form 10-K filedhatihe SEC on March 27, 2009.

The Company’s fiscal year ends on the Sunday didéselmnuary 31st of the following year. This tyglig
results in a fifty-two week year, but occasionajlyes rise to an additional week, resulting infeyfthree week yea

Our business is affected by the pattern of seaggralmmon to most retail apparel businesses. €halts for
the periods presented are not necessarily indeatifuture financial results.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Revenue recognition

Revenues from the Company'’s gift cards are receghizhen tendered for payment, or upon redemption.
Outstanding customer balances are included in “teemed gift card liability” on the consolidateddrate sheets.
There are no expiration dates on the Compmgift cards, and lululemon does not charge anyicefees that cau
a decrement to customer balances.

While the Company will continue to honor all giirds presented for payment, management may detethen
likelihood of redemption to be remote for certaamadbalances due to, among other things, long ¢eé inactivity
In these circumstances, to the extent managemésrnaiaes there is no requirement for remitting daathnces to
government agencies under unclaimed property lears, balances may be recognized in the consolidated
statements of earnings in “Net revenue.” For tha fjuarter of fiscal 2009, net revenue recogn@ednredeemed
gift card balances was $1.5 million, of which $inBlion relates to periods prior to fiscal 2009.€fa was no net
revenue recognized on unredeemed gift card balaho@gy the fiscal years ended February 1, 200Retwruary 3,
2008.
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lululemon athletica inc. and Subsidiaries
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS — (Continued)

Recent accounting pronouncements

In December 2007, the Financial Accounting Stansl&alard (“FASB”) issued Statement of Financial
Accounting Standard No. 141Business Combinations (revised 200BFAS 141R"). SFAS 141R replaces
SFAS 141 and requires the acquirer of a businemsesctignize and measure the identifiable assetdradgthe
liabilities assumed, and any non-controlling ingtii@ the acquiree at fair value. SFAS 141R alspires
transaction costs related to the business combim#tibe expensed as incurred. The effective datejell as the
adoption date for the Company, was February 2, 280@8ough SFAS 141R may impact the Company’s répgr
in future financial periods, the Company has deieech that the standard did not have any impactshistorical
consolidated financial statements at the time optidn.

In February 2008, the FASB issued FASB Staff Posi(ifFSP”) No. FAS 157-2 (“FSP 157-2") that partyal
delays the effective date of SFAS No. 1b@ir Value Measuremen{§SFAS 157”) for one year for non-financial
assets and liabilities that are recognized or désal at fair value in the financial statements oo recurring basis.
The effective date, as well as the adoption dat¢hi® Company, was February 2, 2009 for non-finalrassets and
liabilities that are recognized or disclosed at ¥alue on a recurring basis. The Company has mé@ted that the
provisions of the standard which have been adagitedot have any impact on its consolidated finahsiatements
at the time of adoption. The Company is currentigleating the potential impact of adopting the rarimag
provisions of SFAS 157.

In April 2008 the FASB issued FSP No. 14Z3&termination of the Useful Life of Intangible Atsse

(“FSP 142-3") which amends the factors that shdgldonsidered in developing renewal or extensisnraptions
used to determine the useful life of a recognintdrigible asset under SFAS 142. This pronounceragnires
enhanced disclosures concerning a company’s treatfieosts incurred to renew or extend the terra of
recognized intangible asset. FSP 142-3 is effedtivénancial statements issued for fiscal yeagibning after
December 15, 2008. The effective date, as wehastoption date for the Company, was Februarg@92
Although FSP 142-3 may impact the Company’s repgritn future financial periods, the Company hagdeined
that the standard did not have any impact on #®htal consolidated financial statements at itihe of adoption.

NOTE 3. STOCK-BASED COMPENSATION

Share option plans

The Company’s employees participate in variouskstixsed compensation plans, which are either peolviny
a principal stockholder of the Company or by thenpany directly.

Stock-based compensation expense charged to infmortte plans was $1,369 and $2,172 for the thirtee
weeks ended May 3, 2009 and May 4, 2008, respégtiVetal unrecognized compensation cost as at 88009
was $13,267 for all stock option plans, which ipented to be recognized over a weighted-averagedbef
2.7 years.
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lululemon athletica inc. and Subsidiaries
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS — (Continued)

Company stock options

A summary of the Company’s stock options and retstti shares activity as of May 3, 2009 and chadgédgag
the period then ended is presented below:

Weighted- Weighted-
Number of Average Number of Average

Stock Exercise Restricted Grant
Options Price Shares Fair Value
Balance at February 1, 20 1,90t $ 10.8¢ 9 $ 24.0¢
Grantec 497 $ 8.2¢ — —
Exercisec 27 $ 0.5¢ — —
Forfeited - $ — — —
Balance at May 3, 20C 2,12¢ $ 11.5¢ 9 $ 24.0¢
Exercisable at May 3, 20( 354 $ 8.2¢ — 3 —

Stockholder- sponsored stock options

During the thirteen weeks ended May 3, 2009 holdétke exchangeable shares converted 15 exchaegeab
shares into 15 shares of common stock of the Coynfmmo additional consideration. In connectiothathe
exchange of exchangeable shares, an equal numbatstnding shares of the Compangpecial voting stock we
cancelled.

During the thirteen weeks ended May 3, 2009 thexeewo grants or forfeitures related to any ofstoek
options issued and outstanding under the stockhsluensored awards.

Employee stock purchase plan

The Company’s Board of Directors and stockholdemraved the Company’s Employee Stock Purchase Plan
(“ESPP”) in September 2007. The ESPP allows foptimehase of common stock of the Company by alilei
employees. Eligible employees may elect to havetewtea portion of his or her base salary equatést déduction
of applicable taxes, to either 3%, 6% or 9% ofdriber base salary withheld during each payroligoefor purpose
of purchasing shares of our common stock undeEgieP. Additionally, we, or the subsidiary employihg
participant, will make a cash contribution as addil compensation to each participant equal tetbivd of the
aggregate amount of that participant’s contribufamthat pay period, which will be used to purahabkares of our
common stock, subject to certain limits as defimethe ESPP. The maximum number of shares availaider the
ESPP is 3,000 shares. During the quarter ended3y1209, there were 26 shares purchased unde!SRe Evhich
were funded by the Company through open marketases.

NOTE 4. PROVISION FOR IMPAIRMENT AND LEASE EXIT COSTS

In accordance with Statement of Financial Accounfitandards No. 144ccounting for the Impairment or
Disposal of Lon-Lived Asset$'SFAS 144”), the Company reviews its long-livedets for impairment when
changes in circumstances indicate that the cargingunt of the asset may not be recoverable. SEASdquires
that long-lived assets to be held and used bededat the lower of carrying amount or fair valueng-ived asset
to be disposed of are to be recorded at the lofvearoying amount or fair value, less estimated tosell.

In conjunction with the Company’s ongoing assesgriernsure that each of the Company’s corporateedw
stores fit into the Company’s long-term growth &gy, the Company closed one of its corpomt@ed stores in tt
fourth quarter of fiscal 2008. The Company recordé¥38 charge during fiscal 2008, which includé&bal
provision for asset impairment and a $216 accralefase exit costs. The fair market values wetienated using €
expected present value technique.
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lululemon athletica inc. and Subsidiaries
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS — (Continued)

The Company has identified four other corporate-@avstore locations where the carrying amount obsets
exceeded management’s estimate of the fair valtigedbcation. The Company recorded a $3,667 chdugag
fiscal 2008, which included a provision for assepairment of $2,478 and a $1,189 accrual for leafecosts. At
May 3, 2009 the accrual for lease exit costs was4Fl

NOTE 5. LEGAL PROCEEDINGS

On April 2, 2009, three former hourly Company enyeles filed a class action lawsuit in San Diego 8ope
Court entitledViia Stephens et al v. lululemon athletica imhe lawsuit alleges that the Company violated vegio
California Labor Code sections by requiring empkxyé wear lululemon clothing during working howighout
reimbursing such employees for the cost of thehatgtand by paying certain bonus payments to itsleyees in
the form of lululemon gift cards redeemable onlyltdulemon merchandise. The complaint also alldgasthe
Company owes waiting time penalties as the regu#iling to pay employees all wages due at thestoh
termination. The plaintiffs are seeking an unspedibmount of damages. The Company intends to @iggy
defend the matter.

On March 26, 2009, a former hourly Company empldited a class action lawsuit in Orange County Sigpe
Court, California entitledBrett Kohlenberg et al v. lululemon athletica ifite lawsuit alleges that the Company
violated various California Labor Code sectionddiling to pay its employees for certain rest areahbreaks and
“off the clock” work, and for penalties relatedwaiting times and failure to provide itemized wagatements. The
plaintiff is seeking an unspecified amount of dasgaghe Company intends to vigorously defend thitema

Brian Bacon, a former employee, filed suit agathstCompany in the Supreme Court of British Coluambi
Canada on May 6, 2008. In the action, captioBedn Bacon v. Lululemon Athletica Canada In€ase
No. S083254, Mr. Bacon claims that we terminatedeinnployment contract without cause and withowtarable
notice resulting in breach of contract, losses@amages. Mr. Bacon seeks damages in an unspeaifiednt, plus
costs and interest related primarily to loss fraartipipation in the stockholder sponsored LIPO Us#ards. We
believe this claim is without merit and are vigastyudefending against it.

We are a party to various other legal proceedimiging in the ordinary course of our business,vbatare not
currently a party to any legal proceeding that ngenaent believes would have a material adverseteffeour
consolidated financial position or results of opierss.

10
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lululemon athletica inc. and Subsidiaries

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS — (Continued)

NOTE 6. EARNINGS PER SHARE
The details of the computation of basic and diligachings per share are as follows:

Thirteen Weeks

Thirteen Weeks

Ended May 3, Ended May 4,
2009 2008

Net income from continuing operatio $ 6,561¢ % 8,471
Net income from discontinued operatic — 5
Net income $ 6,561¢ % 8,47¢
Basic weighte-average number of shares outstanc 70,13 67,67¢
Basic earnings per she
Net income from continuing operatio $ 0.0¢ % 0.1z
Net income from discontinued operatic — —
Net basic earnings per sh: $ 0.0¢ % 0.1z
Basic weighte-average number of shares outstan 70,13: 67,67¢
Effect of stock options assume exerci 20C 3,97:
Diluted weighte-average number of shares outstanc 70,33 71,65
Diluted earnings per sha
Net income from continuing operatio $ 0.0¢ % 0.12
Net income from discontinued operatic — —
Diluted earnings per sha $ 0.0¢ % 0.12

Our calculation of weighted-average shares inclidesommon stock of the Company as well as the
exchangeable shares. Exchangeable shares areuitialeqt of common shares in all respects. All $éssof stock
have in effect the same rights and share equaliydistributed net income. For the thirteen weelded May 3,
2009 and May 4, 2008, 2,171 and 249 stock opti@spectively, were anti-dilutive to earnings aneréfore have

been excluded from the computation of diluted esymiper share.

11
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lululemon athletica inc. and Subsidiaries
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI

NOTE 7. SUPPLEMENTARY FINANCIAL INFORMATION

A summary of certain balance sheet accounts islss:

Accounts receivable
Trade accounts receivat
Other accounts receivak
Allowance for doubtful accoun

Inventories:
Finished good
Raw materials
Provision to reduce inventory to market va

Property and equipmer
Leasehold improvemen
Furniture and fixture
Computer hardware and softws
Equipment and vehicle
Accumulated amortization and depreciat

Gooduwill and intangible asse!
Goodwill
Changes in foreign currency exchange r.

Reacquired franchise righ
Non-competition agreemen
Accumulated amortizatio

Changes in foreign currency exchange r.

Other nol-current assets
Prepaid rent and security depo:
Deferred lease co
Advances to and investments in franct

Accrued liabilities:
Inventory purchase
Sales tax collecte
Accrued ren
Lease exit cost
Other

Other noi-current liabilities:
Deferred lease liabilit
Tenant inducemen

12

AL STATEMENTS — (Continued)

May 3, February 1,
2009 2009
$ 328 $ 3,171
58¢ 863
Q) ©)
$§ 386¢ $ 4,02¢
$43,00c $ 52,82¢
2,04C 55¢€
(409) (1,335
$44,63: $ 52,05
$53,57C $ 52,10
17,35¢ 16,58
21,26 19,41
28¢ 27¢
(31,520 (26,710
$60,96( $ 61,66:
$ 73 ¢ 73¢€
68 36
80¢€ 774
10,16: 10,16
694 694
(3,544) (3,162)
48 (30€)
7,36( 7,38¢
$ 8,166 $ 8,16(
$ 84t ¢ 872
1,66¢ 1,71¢
3,13¢ 2,86¢
$ 565 $ 5,45¢
$ 3,76¢ $ 1577
1,96¢ 1,681
1,12 1,147
1,143 1,18¢
2,122 2,314
$10,12¢ $ 22,10¢
$ 836( $ 7,326
3,61¢€ 3,97¢
$11,97¢ $ 11,301
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lululemon athletica inc. and Subsidiaries
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI AL STATEMENTS — (Continued)

NOTE 8. SEGMENT REPORTING

The Company’s reportable segments are comprisedrpbrate-owned stores, franchises and other. Phone
sales, warehouse sales, e-commerce sales and simsvsales have been combined into our other segment
Information for these segments is detailed in #ixet below:

Thirteen Weeks Thirteen Weeks

Ended May 3, Ended May 4,
2009 2008
Net revenue
Corporat-owned store $ 72,90 $ 69,35
Franchise! 2,691 4,53¢
Other 6,087 3,141

$ 81,68( $ 77,03(

Income from operations before general corporateese.

Corporat-owned store $ 18,04t  $ 23,16:
Franchise: 93¢ 2,07¢
Other 1,891 1,88¢
20,87 27,13:
General corporate exper 11,02: 15,18¢
Income from operatior 9,85: 11,947
Other income (expense), r 78 277
Income before income tax $ 9931 $ 12,22
Capital expenditure:
Corporat-owned store $ 1,012 % 5,052
Corporate 1,267 3,54¢
$ 2,28 $ 8,60(
Depreciation
Corporat-owned store $ 3,121 % 2,10(
Corporate 1,157 1,24:
$ 427t $ 3,348

NOTE 9. DISCONTINUED OPERATIONS

During the first quarter of fiscal 2008 the Compaaynmitted to plans to wind-up operations in Jagaah in
the second quarter of fiscal 2008 the plans weraified and disposition of the assets commencdudalgsure of
three of the four corporate-owned stores that thea@any was operating as a joint venture with Descetd. The
fourth corporate-owned store was closed duringhiivd quarter of fiscal 2008. The shut down costated to the
closure of the stores in Japan were fully accruetié second quarter of fiscal 2008. The Compayz@scente
Ltd. agreed to end all operations as a joint veniithe third quarter of fiscal 2008.

13
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lululemon athletica inc. and Subsidiaries

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCI

The results of discontinued operations are summa@s follows:

Revenue
Expense!
Minority interest

Net income from discontinued operatic

Thirteen Weeks

AL STATEMENTS — (Continued)

Thirteen Weeks

Ended May 3, Ended May 4,
2009 2008
$ — $ 1,13;
— 1,077
— (59
$ —  $ 5
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Some of the statements contained in this Form Hhwany documents incorporated herein by reference
constitute forward-looking statements within theamieag of Section 27A of the Securities Act of 128®i the
Private Securities Litigation Reform Act of 19951 statements, other than statements of histofas, included ¢
incorporated in this Form 10-Q are forward-looksigtements, particularly statements which relagxfectations,
beliefs, projections, future plans and strategaesicipated events or trends and similar expressiomcerning
matters that are not historical facts, such agmstants regarding our future financial conditiomasults of
operations, our prospects and strategies for figrowith, the development and introduction of neaduoicts, and th
implementation of our marketing and branding sg@® In many cases, you can identify forward-logki

statements by terms such as “may”, “will”, “shoultéxpects”, “plans”, “anticipates”, “believes”, $émates”,

"o " ou

“intends”, “predicts”, “potential” or the negative these terms or other comparable terminology.

The forward-looking statements contained in thienr@0-Q and any documents incorporated herein by
reference reflect our current views about futurerds and are subject to risks, uncertainties, agsons and
changes in circumstances that may cause events actual activities or results to differ significly from those
expressed in any forward-looking statement. Althoug believe that the expectations reflected infoimeard-
looking statements are reasonable, we cannot giggréuture events, results, actions, levels olagtiperformance
or achievements. Readers are cautioned not to pleage reliance on these forward-looking statemeéntsumber
of important factors could cause actual resuldiffer materially from those indicated by the fomgdtdooking
statements, including, but not limited to, thosetdas described in “Risk Factors” and “Managemebi'scussion
and Analysis of Financial Condition and Result©gpkrations” of our Annual Report on Form 10-K fisichl 2008
filed on March 27, 2009. These factors include waithlimitation:

 our ability to sustain operational and performalesels in a volatile worldwide econom

* our ability to manage operations at our currerg sizmanage growth effectivel

« our ability to locate suitable locations to opemrstores and to attract customers to our st
« our ability to successfully expand in new markeitswe of North Americe

« our ability to finance our growth and maintain stiéint levels of cash flown

* increased competition causing us to reduce thepo our products or to increase significantly our
marketing efforts in order to avoid losing markieare;

« our ability to effectively market and maintain asfitve brand image
 our ability to maintain our historical levels ofraparable store sales or average sales per squar
« our ability to continually innovate and provide a@emsumers with improved produc

« the ability of our suppliers or manufacturers todgarce or deliver our products in a timely or cdé¢aive
manner;

 our lack of lon+-term supplier contract:

 our lack of patents or exclusive intellectual pmdpeights in our fabrics and manufacturing teclugy)
 our ability to attract and maintain the serviceswof senior management and key employ

« the availability and effective operation of managatinformation systems and other technolc

« changes in consumer preferences or changes in defmatechnical athletic apparel and other prodt

« our ability to accurately forecast consumer denfandur products

« our ability to accurately anticipate and respondegasonal or quarterly fluctuations in our opegatesults
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« our ability to maintain effective internal contrpénd

« changes in general economic or market conditiovdiding as a result of political or military untes
terrorist attacks

The forward-looking statements contained in thism&0-Q reflect our views and assumptions onlyfab®
date of this Form 10-Q and are expressly qualifiettheir entirety by the cautionary statementstded in this
Form 10-Q. Except as required by applicable sdesriaw, we undertake no obligation to update amyérd-
looking statement to reflect events or circumstarafeer the date on which the statement is made @flect the
occurrence of unanticipated events.

Our fiscal year ends on the Sunday closest to Ja@iast of the following year. This typically resulin a fifty-
two week year, but occasionally gives rise to aditamhal week, resulting in a fifty-three week year

Overview

The world economy slowed considerably during fi208 as problems in global financial markets bexam
more widespread and consumers cut back on retildspg amid fears of a global recession. Our sgieath
slowed in the latter part of the third quarteristél 2008, driven in part by this reduced spendiitgs challenging
economic climate and the continued weakness of#redian dollar continued to negatively affect financial
results during the thirteen week period ended Ma3089.

In response to the changes in the world economyttednmpact on our operating results, we have taleeral
steps to address the deterioration in the retairenment and address our support structure. Tsiegs, which we
discussed in our Annual Report on Form 10-K focdls2008 filed with the SEC on March 27, 2009, udgld the
development and implementation of several impori@tiaitives as part of our strategy designed tréase
customer traffic in our corporate-owned store lmoe, reduce infrastructure expenses and improveperating
results.

We have started to realize the positive effectsusfcost reductions and efficiency initiatives axgect the
impact of such initiatives on our financial resutiscontinue through the remainder of fiscal 200%ese targeted
cost reductions and associated efficiency effodsevdesigned to structure our business for long-feofitable
growth and protect our brand integrity. We beliewe continued strong cash flow generation, solidmae sheet
and healthy liquidity provide us with the financilgxibility to continue executing the initiativage implemented at
the end of fiscal 2008 as well as make investmainssrategic times which will benefit our company.

Operating Segment Overview

lululemon is a designer and retailer of technithledic apparel operating primarily in North Ameziand
Australia. Our yoga-inspired apparel is marketedaurihe lululemon athletica brand name. We offer a
comprehensive line of apparel and accessoriesdimgjufitness pants, shorts, tops and jackets dedifpr athletic
pursuits such as yoga, dance, running and gentras$. As of May 3, 2009, our branded apparel pvacipally
sold through 114 corporate-owned and franchisesttirat are primarily located in North America @adtralia.
We believe our vertical retail strategy allows asnteract more directly with and gain insightsnfrour customers
while providing us with greater control of our bdarfror the first quarter of fiscal 2009, approxigtat57% of our
net revenue was derived from sales of our prodadBanada, 43% of our net revenue was derived frensales of
our products in the United States and an immatariaunt of our net revenue was derived from sdlesio
products outside of North America.

Our net revenue has grown from $40.7 million icdis2004 to $353.5 million in fiscal 2008. This regents a
compound annual growth rate of 72%. Our increasetrevenue from fiscal 2004 to fiscal 2008 resifrom the
addition of retail locations in North America, inding 34 net openings in fiscal 2008 and 31 nehops in fiscal
2007, and comparable store sales growth as higd%s which we realized in fiscal 2007. Our net raxefrom
continuing operations also increased from $77.0aniin the first quarter of fiscal 2008 to $81.7lian in the first
quarter of fiscal 2009, representing a 6% incre@se.ability to open new stores and grow salexistig stores
has been driven by increasing demand for our teehathletic apparel and a growing recognitionhef fululemon
athletica brand. We believe our superior prodwsitategic store locations, inviting store environtmgrassroots
marketing approach and distinctive corporate calare responsible for our strong financial perfarosa
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We have three reportable segments: corparateed stores, franchises and other. We reportegments base
on the financial information we use in managing businesses. While we receive financial informafmmeach
corporate-owned store, we have aggregated alleofdinporate-owned stores into one reportable seigduento the
similarities in the economic and other charactiesstf these stores. Our franchises segment aceddiot 3% of ou
net revenues from continuing operations in the &jtearter of fiscal 2009, 5% of our net revenuesificontinuing
operations in fiscal 2008 and 7% of our net reverfu@m continuing operations in fiscal 2007. Opgnirew
franchise stores is not a significant part of ceamterm growth strategy, and we therefore exettit the revenue
derived from our franchise stores continues to aisepdess than 10% of the net revenue we repdtiture fiscal
years, we will r-evaluate our segment reporting disclosures. Owaraerations accounted for less than 10% o
net revenues from continuing operations in eadhefirst quarter of fiscal 2009, fiscal 2008 arstél 2007.

Results of Operations
First Quarter Results

The following table summarizes key components afreaults of operations for the thirteen week misiende:
May 3, 2009 and May 4, 2008. The operating resuktsexpressed in dollar amounts as well as relgensentages,
presented as a percentage of net revenue.

Thirteen Weeks Ended May 3, 2009
and May 4, 200€

2009 2008 2009 2008
(In thousands) (Percentages)

Net revenue $81,68( $77,03C 100.C 100.C
Cost of goods sol 46,73 35,92¢ 57.2 46.€
Gross profit 34,94¢ 41,10: 42.¢ 53.4
Selling, general and administrative exper 25,09¢ 29,15¢ 30.7 37.¢
Income from operatior 9,85: 11,947 12.1 15.t
Other income (expense), r 78 271 0.1 0.4
Income before income tax 9,931 12,22 12.2 15.¢
Provision for income taxe 3,418 3,75:¢ 4.2 4.9
Net income from continuing operatio 6,51¢ 8,471 8.C 11.C
Net income from discontinued operatic — 5 — —
Net income $ 6,51¢ $ 8,47¢ 8.C 11.C

Net Revenue

Net revenue increased $4.7 million, or 6%, to $8iilfion for the first quarter of fiscal 2009 from
$77.0 million for the first quarter of fiscal 200Bhis increase was the result of sales from nevestopened.
Assuming the average exchange rate between thed@arend United States dollars for the first quantdiscal
2008 remained constant, our net revenue would meveased $15.6 million, or 20%, for the first geaiof fiscal

2009.
Thirteen Weeks Thirteen Weeks
Ended May 3, Ended May 4,
2009 2008

(In thousands)
Net revenue by segment:

Corporat-owned store $ 72,90 $ 69,35
Franchise! 2,691 4,53¢
Other 6,087 3,141
Net revenue $ 81,68( $ 77,03(
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Corporate-Owned StoresNet revenue from our corporate-owned stores sagimereased $3.6 million, or
5%, to $72.9 million for the first quarter of fid@0D09 from $69.4 million for the first quarter fiscal 2008. The
following contributed to the $3.6 million increaisenet revenue from our corporate-owned stores segm

» Net revenue from corpore-owned stores we opened subsequent to May 4, 20@8therefore not included
in the comparable store sales growth, contribufigiSmillion of the increase. Of this increase Of&illion
was contributed by franchised stores that weregueed since the first quarter of fiscal 2008. Ngtare
openings since the first quarter of fiscal 2008uded four stores in Canada and 29 stores in the
United States

e Comparable store sales decline of 21% in thedjustrter of fiscal 2009 resulted in a $14.4 millaecrease
net revenue. Assuming the average exchange ratedethe Canadian and the United States dollarthéor
first quarter of fiscal 2008 remained constant@mparable store sales would have declined 8%héofitst
quarter of fiscal 2009 and resulted in a $5.3 onilldecrease to net revenue;

* Net revenue related to gift card breakage contith1.5 million of the increase. Based on histbgifacard
breakage, we recognize into revenue a portionfotgrd sales for which we estimate redemptioremate
over the estimated period of redemption. In th&t fijuarter of fiscal 2009 we recorded a one-tinge@h of
$1.3 million related to a change in our estimatgd of redemptior

Franchises. Net revenue from our franchises segment decregk&dmillion, or 41%, to $2.7 million for the
first quarter of fiscal 2009 from $4.5 million fthe first quarter of fiscal 2008. The decreaseghravenue from our
franchises segment resulted primarily from our geigition of three franchise stores in the thirédder of fiscal
2008.

Other. Net revenue from our other segment increased@lli®n, or 94%, to $6.1 million for the first quar
of fiscal 2009 from $3.1 million for the first quar of fiscal 2008. The $2.9 million increase wasnarily the result
of increased outlet sales, wholesale and showr@bes,sand the launch of e-commerce in the firsttquaf fiscal
20009.

Gross Profit

Gross profit decreased $6.2 million, or 15%, to.934illion for the first quarter of fiscal 2009 fro
$41.1 million for the first quarter of fiscal 200Bhe decrease in gross profit was driven princjplayl:

 an increase in product costs of $5.0 million assed with our sale of goods through corporate-ovsieces
related primarily to unfavorable foreign exchangédences;

 an increase in fixed costs, such as occupancy aastslepreciation, of $4.1 million related to acr@ase in
corporat-owned stores which has a deleveraging effect ossgoeoofit; anc

» adecrease of $1.1 million in gross profit from &anchises segment related primarily to the ressiipn of
franchised stores late in the third quarter ofdist008.

This amount was partially offset by:

 an increase of $3.6 million in net revenue from canporate-owned stores segment related to andsera
corporat-owned stores and a c-time charge related to gift card breaks

 an increase of $0.3 million in our other segmelztesl primarily to increased outlet sales, wholeseld
showroom sales, and the launcte-commercein the first quarter of fiscal 2009; ai

» adecrease in the cost of sales support departrokfi@s3 million related to costs for distributiatesign,
merchandising and productic

Gross profit as a percentage of net revenue, asgrargin, decreased 10.6%, to 42.8% for thediratter of
fiscal 2009 from 53.4% for the first quarter ofciid 2008. The decrease in gross margin resultedgpity from

 an increase in fixed costs, such as occupancy aostglepreciation, which has a deleveraging etfegross
profit as a percentage of revenue, which contrihirea decrease in gross margin of 4..

18




Table of Contents

 unfavorable foreign exchange differences of 3.2tk
« shrinkage, strategic pricing initiatives and otb£8.0%.

Our costs of goods sold in the first quarter ofdi2009 and the first quarter of fiscal 2008 inleld
$0.2 million and $0.2 million, respectively, of skebased compensation expense.

Selling, General and Administrative Expenses

Selling, general and administrative expenses deete$4.1 million, or 14%, to $25.1 million for tfiest
quarter of fiscal 2009 from $29.2 million for thiest quarter of fiscal 2008. As a percentage ofraeénue, selling,
general and administrative expenses decreased %138,7% from 37.9%. The $4.1 million decreassaling,
general and administrative expenses was princigaltyprised of:

« a decrease in employee compensation, includingp&xpense, of $2.6 million related to a reducition
employee head count in our corporate-owned staagilins and store support center, as part of dartefto
reduce operating expenses, as well as a one-tiargeln the first quarter of fiscal 2008 relatedhe
acceleration of performan-based award:

+ an increase in foreign exchange gains of $1.1onilfelated to favorable fluctuations in the
Canadia-United States dollar exchange rat

» adecrease in travel and miscellaneous expensk @iillion related to a reduction in discretionapending
as part of our efforts to reduce operating expeasdsmprove our income from operations;

» adecrease in professional fees of $0.3 millicatesl to recruiting, legal and accounti

This amount was partially offset by an increasether employee costs of $0.8 million related taa-time
charge in the first quarter of fiscal 2009.

Our selling, general and administrative expensekerfirst quarter of fiscal 2009 and the first daaof fiscal
2008 included $1.2 million and $2.0 million, respeely, of stock-based compensation expense.

Income from Operations

The decrease of $2.1 million in income from operagifor the first quarter of fiscal 2009 was priityatlue to ¢
$6.2 million decrease in gross profit resultingnfironcreased product costs as a percentage ofverue, as well
increases in fixed expenses, such as occupancy, edsth created downward pressure on our margims.was
partially offset by a decrease of $4.1 million ellisg, general and administrative expenses, dtresimproved
labor management and reduced expenses in lightrofrtt business volumes.

On a segment basis, we determine income from apesatvithout taking into account our general cogter
expenses such as corporate employee costs, togpahiges and corporate rent. For purposes of ouageament’s
analysis of our financial results, we have allodaeme general product expenses to our corporatedstores
segment. For example, all expenses related toroguption, design, merchandise and distributioradmpents hav
been allocated to this segment.

Income from operations before general corporateesgs from:

* our corporate-owned stores segment decreased $dhnor 22%, to $18.0 million for the first quir of
fiscal 2009 from $23.2 million for the first quartef fiscal 2008 primarily due to a decrease of3%hillion
related to gross margin, which was offset partibitya decrease in selling, general and adminig&ati
expenses as part of our efforts to improve labanagament and reduce operating exper

« our franchises segment decreased $1.1 million5&6,50 $1.0 million for the first quarter of fiscz009 fron
$2.1 million for the first quarter of fiscal 2008imparily as a result of franchises net revenueudet in the
comparative period shifting to corporate-ownedestdncome from operations when we acquired two
franchise stores in Victoria, British Columbia amtk franchise store in Bellevue, Washington;
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 our other segment remained consistent with theduarter of fiscal 2008 at $1.9 million for thesti quarter
of fiscal 2009 primarily due to the introductionailine sales through our e-commerce channel disdtdiy
an increase in outlet locations, where our discooffered to customers to move through inventodyces
our gross margin:

Other income (expense), net decreased $0.2 mith@®.1 million for the first quarter of fiscal 20@rom
$0.3 million for the first quarter of fiscal 2008he decrease was primarily due to interest incoaneesl on higher
cash balances in the prior period compared to uhesiat period.

Provision for Income Taxes

Provision for income taxes decreased $0.3 millior§3.4 million, for the first quarter of fiscal @9 from
$3.8 million for the first quarter of fiscal 2008ur effective tax rate was 34% for the first quadkfiscal 2009
compared to 31% for the first quarter of fiscal 200he income generated in the first quarterssafafi 2009 and
fiscal 2008 in the United States was fully offsgtton-operating losses generated in prior periods.

Net Income

Net income decreased $2.0 million to $6.5 millionthe first quarter of fiscal 2009 from $8.5 nati for the
first quarter of fiscal 2008. The decrease in nebime of $2.0 million for the first quarter of f&ad2009 was a result
of a decrease in gross profit of $6.2 million réisgl from increased product costs and fixed ccsstsh as
occupancy, and a decrease in other income (exparete)f $0.2 million, offset by decreases in selligeneral and
administrative expenses of $4.1 million and a deseeof $0.3 million in provision for income taxes.

Seasonality

Historically, we have recognized a significant pmrtof our income from operations in the fourtlcéisquarter
of each year as a result of increased sales dth@goliday selling season. Despite the fact trehave experienci
a significant amount of our net revenue and grosétpn the fourth quarter of each fiscal year, badieve that the
true extent of the seasonality or cyclical naturew business may have been overshadowed by piat gaowth to
date.

Liquidity and Capital Resources

Our cash requirements are principally for workimgital and capital expenditures, including the doilit cost
of new stores, renovations of existing stores,iamgrovements to our distribution facility and corpte
infrastructure. Our need for working capital iss@aal, with the greatest requirements from Audustugh the end
of November each year as a result of our invenoiiid-up and concentration of new store openingdtthis
period for our holiday selling season. Historicatiyr main sources of liquidity have been cash flemn operating
activities and borrowings under our existing aneMaus revolving credit facilities, and our initiiblic offering
that settled on August 2, 2007.

At May 3, 2009, our working capital (excluding casid cash equivalents) was $27.3 million and osh @ad
cash equivalents were $59.3 million.

The following table summarizes our net cash flows/led by and used in operating, investing andrfaing
activities for the periods indicated:

Thirteen Weeks Thirteen Weeks
Ended May 3, Ended May 4,
2009 2008
(In thousands)

Total cash provided by (used ii

Operating activitie! $ 2,81¢ $ (10,26¢)
Investing activities (2,555 (8,560)
Financing activitie: 35C 54
Effect of exchange rate changes on ¢ 1,86( (577)
Increase (decrease) in cash and cash equivi $ 2,471 $ (19,349
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Operating Activities

Operating Activitiegonsist primarily of net income adjusted for certaon-cash items, including depreciation
and amortization, deferred income taxes, stockéaempensation expense and the effect of the clkangeon-
cash working capital items, principally prepaid empes and other current assets, inventories, atscpayable and
accrued liabilities.

Cash provided by operating activities increased Bidllion, to $2.8 million for the thirteen weeksded
May 3, 2009 compared to cash used in operatingities of $10.3 million for the thirteen weeks eddday 4,
2008. The $13.1 million increase was primarily suteof a decrease in inventories and an increasages and
income taxes payable, and was offset by a decirasiscellaneous accruals. The net decrease iohtaege in
inventories is a result of selling our on-hand sgrinventories we had built-up at the end of fi@08 for a larger
store base. The net change in amounts payable &cdlfaneous accruals are a result of changesitirtting of
receipts and payments of invoices from and to thadies.

Investing Activities
Investing Activitieselate entirely to capital expenditures and advameand investments in franchise.

Cash used in investing activities decreased $6llibmio $2.6 million for the thirteen weeks endday 3,
2009 from $8.6 million for the thirteen weeks endiégly 4, 2008. The $6.0 million decrease was a tegukduced
corporate-owned store openings. In the first quarttéiscal 2009 no new corporate-owned stores vepened
compared to four new corporate-owned stores opente first quarter of fiscal 2008.

Financing Activities

Financing Activitiesconsist primarily of cash received on the exerofsgtock options and excess tax benefits
from stock-based compensation. Cash provided lanfimg activities increased to $0.4 million for theteen
weeks ended May 3, 2009 from $0.1 million of casbvled by financing activities for the thirteeneks ended
May 4, 2008.

We believe that our cash from operations and bdmgsvavailable to us under our revolving creditlfgcwill
be adequate to meet our liquidity needs and cagiaénditure requirements for at least the nexn@dths. Our
cash from operations may be negatively impacted dgcrease in demand for our products as welleasttier
factors described in “Risk Factors” of our Annua@m®rt on Form 10-K for fiscal 2008 filed on March, 2009. In
addition, we may make discretionary capital impraeats with respect to our stores, distributionligci
headquarters, or other systems, which we wouldaxpdund through the issuance of debt or equetusities or
other external financing sources to the extent weewunable to fund such capital expenditures ootiotash from
operations.

Revolving Credit Facility

In April 2007, we executed a credit facility withet Royal Bank of Canada that provided for a CDN$20,00(
uncommitted demand revolving credit facility to tuour working capital requirements. This agreenoamiceled ot
previous CDN$8,000,000 credit facility. Borrowingsder this uncommitted credit facility are madeson
when-and-as-needed basis at our discretion.

Borrowings under the credit facility can be madbesi as i) Revolving Loans -Revolving loan borrowings
will bear interest at a rate equal to the Bank’sB@& US$ annual base rate (defined as zero% phuketider’s
annual prime rate) per annum, Dffshore Loans —Offshore rate loan borrowings will bear interesaatite equal
to a base rate based upon LIBOR for the applicabdeest period, plus 1.125% per annum, Biankers
Acceptance— Bankers acceptance borrowings will bear intereii@bankers acceptance rate plus 1.125% per
annum, or iv) Letters of Credit and Letters of GuaranteeBefrowings drawn down under letters of credit or
guarantee issued by the banks will bear a 1.125%mpmum fee.
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At May 3, 2009, aside from letters of credit anduguntees, there were no borrowings outstandingrihde
credit facility.

Off-Balance Sheet Arrangements

We enter into documentary letters of credit tolfede the international purchase of merchandise.algo enter
into standby letters of credit to secure certainwfobligations, including insurance programs daties related to
import purchases. As of May 3, 2009, letters oflitrand letters of guarantee totaling $1.5 millleave been issued.

Other than these standby letters of credit andamiee, we do not have any off-balance sheet amaes,
investments in special purpose entities or undéseddorrowings or debt. In addition, we have no¢rd into any
derivative contracts or synthetic leases.

Critical Accounting Policies

The preparation of financial statements in confeymiith GAAP requires management to make estimaies
assumptions. Predicting future events is inherarlymprecise activity and, as such, requires geeaf judgment.
Actual results may vary from estimates in amoulnéd imay be material to the financial statementsaégounting
policy is deemed to be critical if it requires ataunting estimate to be made based on assumjgiiamg matters
that are highly uncertain at the time the estinmtaade, and if different estimates that reasoneblyd have been
used, or changes in the accounting estimates thatasonably likely to occur periodically, coulaterially impact
our consolidated financial statements. Our critamaounting policies and estimates are discussedrinecently
filed Annual Report on Form 10-K for our 2008 fisgaar end and in Note 2 included in Item 1 of Paftthis
Quarterly Report on Form 10-Q. We believe thatéheve been no other significant changes duringhilteen
weeks ended May 3, 2009 to our critical accoungialicies.
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Operating Locations

Our operating locations by country, state and prowias of May 3, 2009 are summarized in the tadllab

Canada

Alberta

British Columbia
Manitoba

Nova Scotic
Ontario

Québec
Saskatchewa

Total Canada
United States

California
Colorado
Connecticui
District of Columbis
Florida
Hawaii

lllinois
Maryland
Massachusett
Michigan
Nevada

New Jerse)
New York
Oregon
Pennsylvanit
Texas
Virginia
Washingtor

Total United States
International

Australia

Total International
Overall total, as of May 3, 200¢
Overall total, as of February 1, 2009

Corporate-Owned Franchise Total
Stores Stores Stores
8 — 8
11 — 11
1 — 1

1 — 1
17 — 17
4 — 4
— 1 1
42 1 43
19 1 20
— 3 3
2 — 2

2 — 2

2 — 2

1 — 1

6 — 6

2 — 2

4 — 4

1 — 1

1 — 1

2 — 2

7 — 7

1 — 1

1 — 1

5 — 5

2 — 2

3 — 3
61 4 65
— 6 6
— 6 6
103 11 114
10¢ 10 112
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that magdnt our financial position due to adverse chatgésancial
market prices and rates. Our market risk exposupeimarily a result of fluctuations in interestasiand foreign
currency exchange rates. We do not hold or issunfiial instruments for trading purposes.

Foreign Currency Exchange RiskWVe currently generate a majority of our net rexeem Canada. The
reporting currency for our consolidated financitatesments is the United States dollar. Historicallyr operations
were based largely in Canada. As of May 3, 2009 perated 42 stores in Canada. As a result, we hese
impacted by changes in exchange rates and maygmetad materially for the foreseeable future. Fangple,
because we recognize net revenue from sales indaana&anadian dollars, if the United States dateengthens it
would have a negative impact on our Canadian opgratsults upon translation of those results hited States
dollars for the purposes of consolidation. Any hyyatical loss in net revenue could be partiallg@mpletely offset
by lower cost of sales and lower selling, genenal administrative expenses that are generatednadian dollars.
A 10% appreciation in the relative value of the tddiStates dollar compared to the Canadian dolarddvhave
resulted in lost income from operations of appraately $1.0 million for the first quarter of fiscaD09. To the
extent the ratio between our net revenue genemat€dnadian dollars increases as compared to quanses
generated in Canadian dollars, we expect thatesults of operations will be further impacted bamges in
exchange rates. We do not currently hedge foreigrency fluctuations. However, in the future, ineffort to
mitigate losses associated with these risks, weah#ynes enter into derivative financial instrurtsgralthough we
have not historically done so. These may takedha of forward sales contracts and option contradts do not,
and do not intend to, engage in the practice dfiigaderivative securities for profit.

Interest Rate Risk.In April 2007, we entered into an uncommittedisersecured demand revolving credit
facility with Royal Bank of Canada which replacad previous credit facility. Because our revolvicrgdit facility
bears interest at a variable rate, we are expasethiket risks relating to changes in interests;afeve have a
meaningful outstanding balance. At May 3, 2009 had no outstanding borrowings on our revolvinglfgciWe dc
not believe we currently are significantly exposed¢hanges in interest rate risk. We currently dbemgage in any
interest rate hedging activity and currently hagémtention to do so in the foreseeable future. Evasy, in the
future, if we have a meaningful outstanding balaitan effort to mitigate losses associated witse risks, we
may at times enter into derivative financial instents, although we have not historically done $e@s& may take
the form of forward sales contracts, option conttraand interest rate swaps. We do not, and dntestd to, engac
in the practice of trading derivative securities fiofit.

ITEM 4. CONTROLS AND PROCEDURE:!

We maintain disclosure controls and proceduresdietesigned to ensure that information requivdukt
disclosed by us in the reports we file or submidemthe Securities Exchange Act of 1934, or thehBrge Act, is
recorded, processed, summarized and reported vithitime periods specified in the SEC’s rules famohs, and
that such information is accumulated and commuedtéd our management, including our Chief Executiécer
(principal executive officer) and Chief Financidifi©er (principal financial officer), to allow tinlg decisions to be
made regarding required disclosure. We have estadlia Disclosure Committee, consisting of cerambers of
management, to assist in this evaluation. The Bssck Committee meets on a regular quarterly bastsas
needed.

Our management, including our Chief Executive @ffiand Chief Financial Officer, evaluated the dffemes:
of our disclosure controls and procedures (as ddfin Rules 13a-15(e) and 15d-15(e) promulgatee tuiinck
Exchange Act), at May 3, 2009. Based on that evialuaour Chief Executive Officer and Chief FinaaddDfficer
concluded that, at May 3, 2009, our disclosure rmdstind procedures were effective.

There was no change in internal control over fimgmeporting during the fiscal quarter ended May@09 tha
has materially affected or is reasonably likelyrtaterially affect our internal control over finaakieporting.

24




Table of Contents

PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The Company is, from time to time, involved in rioetlegal matters incidental to its business. Managnt
believes that the ultimate resolution of any sueitent proceedings will not have a material adveffect on the
Company’s continued financial position, result®pérations or cash flows. Refer to Note 5 incluheldem 1 of
Part 1 of this Quarterly Report on Form 10-Q fdoimation regarding specific legal proceedings.

ITEM 1A. RISK FACTORS

In addition to other information set forth in thieport, you should carefully consider the “Risk teas”
discussed in our Annual Report on Form 10-K for 2008 fiscal year filed on March 27, 2009. Thereehleen no
material changes to the “Risk Factors” previoussgldbsed in our Annual Report on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OIPROCEEDS

(c) The following table provides information regiuglthe Company’s purchases of its common stockadur
the thirteen week period ended May 3, 2009:

Maximum Number

Total Number of of Shares that
Shares Purchase May Yet be
Total Number Average as Part of Publicly Purchased Under
of Shares Price Paid Announced Plans the Plans
Period(1) Purchased per Share or Programs(2) or Programs(2)
February 2, 200— March 1, 200¢ 9,361 $ 7.64 9,361 2,927,73.
March 2, 200 April 5, 2009 12,60¢ 8.5¢€ 12,60¢ 2,915,122
April 6, 2009— May 3, 200¢ 4,54 15.9¢ 4,544 2,910,58:
Total 26,517 26,517

(1) Monthly information is presented by reference to fiscal months during our first quarter of fis@4l09.

(2) Our Employee Share Purchase Plan (ESPP) was appbgvaur Board of Directors and stockholders in
September 2007. All shares purchased under the B&PBfurchased on the Toronto Stock Exchange or the
Nasdaq Global Select Market (or such other stockamnge as we may designate from time to time). $sndair
Board of Directors terminates the ESPP earlierB&82P will continue until all shares authorizedgarchase
under the ESPP have been purchased. The maximutmenwhshares available for issuance under the ESPP
3,000,000

ITEM 6. EXHIBITS

Exhibit Filed Incorporated by Reference
No. Exhibit Title Herewith Form  Exhibit No.  File No.  Filing Date
3.1 Third Amended and Restated Bylaws of lululemon 8-K 3.1 001-3360¢ 3/31/200¢
athletica inc
10.1 2009 Executive Bonus Pl 8-K 10.1 001-3360¢ 3/31/200¢

31.1 Certification of Chief Executive Officer Pursuantt X
Exchange Act Rule 1-14(a)

31.2 Certification of Chief Financial Officer Pursuantt X
Exchange Act Rule 1-14(a)

32.1 Certification of Chief Executive Officer and Chief X
Financial Officer Pursuant to 18 U.S.C. Section35
as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 200z
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport tc
be signed on its behalf by the undersigned, théocedmly authorized.

lululemon athletica inc.

By: /s/ JoHN E. CURRIE

John E. Currie

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Dated: June 10, 2009
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Exhibit
No.

3.1

101
311

31.2

321

Exhibit Index
Filed Incorporated by Reference
Exhibit Title Herewith Form  Exhibit No.  File No.  Filing Date
Third Amended and Restated Bylaws of lululemon 8-K 3.1 001-3360¢ 3/31/200!
athletica inc
2009 Executive Bonus Pl: 8-K 10.1 001-3360¢ 3/31/200¢

Certification of Chief Executive Officer Pursuantt X
Exchange Act Rule 1-14(a)

Certification of Chief Financial Officer Pursuantt X
Exchange Act Rule 1-14(a)

Certification of Chief Executive Officer and Chief X
Financial Officer Pursuant to 18 U.S.C. Section35
as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002
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Exhibit 31.1

I, Christine M. Day, certify that:
1. | have reviewed this quarterly report on ForraQ0f lululemon athletica inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floithe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in Exchangdritts 13a-15(e) and 15d-15(e) and internal cowotret
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f))) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedare
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, oe@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatioernal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

By: /s/ CHRISTINE M. DAY
Christine M. Day
Chief Executive Officer and Director
(Principal Executive Officer)

Date: June 10, 2009
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Exhibit 31.2

[, John E. Currie, certify that:
1. | have reviewed this quarterly report on ForraQ0f lululemon athletica inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floithe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedare
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, oe@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatioernal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

By: /s/ JoHN E. CURRIE
John E. Currie
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Date: June 10, 2009
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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

In connection with the Quarterly Report of lululemathletica inc (the “Company”) on Form 10-Q foe th
thirteen weeks ended May 3, 2009, as filed withSkeurities and Exchange Commission on the dasohéhe
“Report”), each of the undersigned officers of @@mpany certifies, pursuant to 18 U.S.C. §135@Gdmpted
pursuant to 8906 of the Sarbanes-Oxley Act of 2€@&, to such officer’s knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exgjean
Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition
and results of operations of the Company.

By: /s/ CHRISTINE M. DAY

Christine M. Day
Chief Executive Officer and Director
(Principal Executive Officer)

Date: June 10, 2009

By: /s/ JoHN E. CURRIE

John E. Currie
Chief Financial Officer
(Principal Financial Officer)

The foregoing certification is being furnished $pleursuant to 18 U.S.C. § 1350 and is not beilggifas part
of the Report or as a separate disclosure document.
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