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today, you own an
altogether different,
multiregional, vastly
enlarged and vertically
Integrated company
which does not simply
sell the esprit brand
but which controls the
esprit brand — a vital
distinction and a
strategy which sets
out to maximize the
potential of the group.
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In 1968, Doug and Susie
Tompkins and friend Jane
Tise form Plain Jane Dress
Company in San Francisco,
USA. The company is later
renamed Esprit de Corp.
(Esprit USiH

Doug and Susie Tompkins
meet Michael Ying, who
begins to source for Esprit.

Michael Ying founds Impulse
Trading Co. (predecessor of
Esprit Far East Group) in

Hong Kong, in which the
Tompkins subsequently
become shareholders.

With Jirgen Friedrich, a
founding partner, Esprit
Europe is established in
Dusseldorf, Germany, in
response to keen demand in
Europe for Esprit's quin-
tessential American style.

The new stencil-style Esprit
logo, featuring the triple-bar
E, is created and in time
becomes one of the world's
most recognized and memo-
rable trademarks.

30s

Esprit distribution netwaork,
expanding internationally,
by now found in countries
from Canada to Chile to
Switzerland, New Zealand
and the Philippines. In 1981,
Esprit begins aggressive
expansion of wholesale
distribution all over Asia.
Throughout the decade,
Esprit grows from strength
to strength: Esprit stores,
shop-in-shops and counters




open in major cities world-
wide, their unostentatious,
innovative design and
displays further building
the brand’'s image. Kids’
wear and men’s wear are
launched as well as footwear
and accessories.

The world's first Esprit
freestanding retail store
opens in Hong Kong. Esprit
International is established
to manage and develop the
Esprit trademark worldwide

Retail operations begin in
Singapore.

Esprit's European design
center in Dusseldorf is
built, and Germany's first
Esprit retail store opens.

The first Esprit retail stores
in Taiwan, the Netherlands
Belgium and Denmark open.

“Esprit, the Comprehensive
Design Principle” is pub-
lished in Japan. It remains

a standard reference for

designers, artists and
marketers around the world.
The first retail stores in
Britain and Sweden open.

90s

Esprit redefines cause-related
marketing and continues

to build its reputation for

socially- and environmentally-
concerned business and
manufacturing practices.

Doug Tompkins sells a
portion of his shareholdings
in the Esprit business

France’s first Esprit retail
store opens.

Esprit Far East Group
acquires majority share-
holdings of the European
operation. Retail operations
in China established.

Esprit Far East Group takes
over franchised operation
in South Korea. Asian dis-

tribution business is listed

on The Stock Exchange of
Hong Kong as Esprit Asia
Holdings Ltd. Esprit Europe,
Esprit US, Esprit Sourcing
and Esprit International
remain privately held by
different shareholders.

The first Esprit retail store
in Japan opens.

Esprit's Australian epera-
tion is injected into Esprit
Asia Holdings Ltd.

Michael Ying, together with
Jurgen Friedrich, forms
Worldwide Thousand Ltd
(WTL), which acquires Esprit
Europe, Esprit Sourcing,
63% of Esprit International,
5% of Esprit US and 10%
of Esprit Japan. Independent
US investors control 95%
of Esprit US.

WTL sells its privately-held
Esprit businesses to Esg
Holdings Ltd., which |
renamed Esprit HoldInO's




global network

north ar&u S

over 6,500

sales outlets

latin america

directly controlled
managed retail floor franchised
stores area (sq ft) stores
Esprlt germany 38 134,217 317
Distribution e ~ o :

. elgium 7

Channels In denmark 10 15,640 27
Europe sweden 6,587 2
As of June 30, 1997 norway 5 3,918 _
united kingdom 23 27,534 -
france 6 10,829 15
austria - - 12
other european countries - - 35

B Territories in which the Group operates.
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australia &
new zealand

over 3,700
wholesale
customers

around
000,000 sgt

controlled
retall area

directly controlled
managed retail floor franchised
stores area (sq ft) stores

Esprlt hong kong* 23 58,054

DiS’[ributiOﬂ australia 62 93,114

. taiwan 55 49,406
gg%ﬂmels In singapore 10 46,427
I

‘ _ _ south korea 36 20,681
el line 9041937 china 26 32,030
japan 17 14,407

malaysia 6 10,002

other asian/middle east countries - =

*In addition, Hong Kong operation includes 7 Red Earth stores with total retail floor area of 2,026 sq ft.

Esprit global network includes 51 franchised stores in Canada, New Zealand and
Latin America.







corporate structure
as of october 8, 1997
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financial highlights
for the year ended June 30

1997 1996 1995 1994 1993
turnover (hk$m) 3.351.7 1,785.3 1,473.2 1,144.9 769.7
operation mix (%)
retail 65.2 90.7 90.5 91.0 894
wholesale 33.5 93 9.5 9.0 10.6
others 1.3 - = = =
geographical mix (%)
germany 29.1 - - - -
china (including hong kong) 235 38.7 46.0 56.3 59.8
australia 10.6 12.9 - = -
taiwan 8.8 16.9 20.56 16.0 16.5
the netherlands & belgium 79 B = = =
south korea 5.0 13.5 14.5 9.6 6.2
singapore 5.0 11.5 17.0 18.2 17.5
other european countries 6.0 = = = =
other asian countries 3.1 6.5 2.0 - -
other countries 1.0 = = = -
product mix (%)
women's wear 61.5 61.5 57.6 63.4 72.6
footwear & accessories 20.3 2 23.7 19.5 i1l]57
men’s wear 8.9 11.8 15.0 11.9 8.2
kids" wear 6.9 2.0 0.3 1.9 3.8
body care 1.3 2.2 23 2.0 18
bed & bath 0.6 1.0 1.1 13 2.4
others 0.5 = - - =
operating profit (hk$m) 400.9 2034 183.1 205.8 105.9
profit attributable to shareholders (hk$m) 235.5 161.8 141.3 167.4 78.9
shareholders’ funds (hk$m) 1,120.9 659.6 555.4 4671 134.2
working capital (hk$m) 419.6 409.7 3384 3971 95.8
current ratio 1.4 2.0 22 2.6 17
total debt to equity ratio (%) 165.8 64.0 535 531 104.2
bank borrowings to equity ratio (%) 68.7 6.6 12.7 3:3 516
return on shareholders’ equity (%) 21.0 245 25.4 SO 58.8
operation highlights
1997 1996 19956 1994 1993
number of directly controlled stores 364 253 174 121 73
sales footage (sqg ft) 602,735 299,996 180,105 137,028 88.697
sales per sq ft (hk$) 470 633 823 798 735
number of employees 4,377 2,619 2,345 1,988 1,483
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A year from now we will undoubtedly have grown even larger, more efficient and more
profitable. Next year will, incidentally, mark the Esprit brand’s thirtieth birthday — a
brand which feels and looks brand-new. Doug and Susie Tompkins, this brand's

remarkable parents, always did say Esprit was about attitude, not age.

e 100% of Esprit Europe, with annual sales two-thirds greater than Esprit Asia’s. Annual
turnover in Germany alone surpasses our turnover in Asia.

e 100% of Esprit Sourcing, which provides turnkey sourcing services to Esprit Asia, Esprit
Europe and a number of Esprit licensees.

e 63% of Esprit International — a controlling stake in a global licensing and brand-
franchising business with thrilling growth prospects.

e 10% — that is, the interest not already held by our company prior to the acquisition — of
Esprit Japan; we subsequently redeveloped the business by forming a joint venture with
the Japanese distribution group Taka-Q Co., Ltd. and now hold 50% of the Japan operation.

e 5% of Esprit US, which holds the remaining 37% interest in Esprit International,
effectively giving us another 1.85% of the licensing business.

Although it has been just one year since our last annual report to shareholders,
we have, as a result of the acquisition and subsequent activities and developments,

moved light years forward.

e from 380 sales outlets in 18 countries to over 6,500 outlets — 220 freestanding stores,
411 department store counters and 5,500 “doors” in boutiques and specialty stores in
over 40 countries, plus numerous doors through which licensed Esprit products are scld;

e from revenues of approximately HK$1.8 billion in FY1995/96 to approximately HK$3.4
billion in FY1996/97;

e from operating profit of approximately HK$203 million to approximately HK$401 million;

e from profit attributable to shareholders of approximately HK$162 million to approximately
HK$236 million;

e from earnings per share of HK20.47 cents to HK26.11 cents.

The Esprit Far East Group’s after-tax profit in FY1996/97 exceeded the HK$187
million guaranteed to shareholders in our December 20, 1996 circular.

In FY1997/98, our group results will reflect a full year's contribution from our newly-
acquired businesses, as well as the cost and tax savings to be gained from merging

and streamlining our operations and the elimination of now-redundant activities.

1



chairman's statement continued

Warren BUﬁett, The price we paid was right and the value we have gotten is tremendous:

perha PS the e At the time of the acquisition, shares in the company were trading at a P/E ratio of
WiseSt Of a” 14.6X; the prospective P/E ratio of the businesses being acquired was 9.8X. We paid
|n\(eSJ[O|F_S, Ooce for the acquisition mainly in cash (US$198.2 million) and partly in shares issued
said, “Price 1S . 1ks3.35 cach (US$39.8 million). The cash portion of the acquisition was

What YOU pav; predominantly funded by a five-year term bank loan of US$170 million.
value is what

you get.”

e \We went from a debt-to-equity ratio of 3.0X, following the completion in January 1997
of the acquisition, to less than 1.0X following a 19.98% share placement to institutional
investors in April 1997, the proceeds of which went to pay down US$80 million in
bank debt.

e \With the merging of Esprit Europe, Esprit Sourcing and Esprit International with our
existing business, we have achieved a new level of synergy between our various
businesses and functions, and have introduced greater efficiency and profitability into
the Esprit worldwide network of businesses.

e As a vertically integrated design, distribution and licensing company we are participating
in the growing profitability of the Esprit business around much of the world, and we
are unlocking that business’ full value.

Esprit International is an important and bottom-line-positive acquisition. Capital
expenditure is negligible. Licensing immeasurably enhances awareness of the Esprit
brand, and whets retailers’ appetites for Esprit product. With 18 sales territories
licensed, numerous new markets beckon. Product licensees cornmit advertising and
promotion budgets roughly equal to their royalty payments. And product-licensing
opportunities and earnings potential are virtually unlimited: Esprit timewear, eyewear,
bed & bath products and jewelry are just beginning to make their mark internationally.
and licensing deals for major categories such as fragrances, cosmetics and

homewares are being negotiated.

| mentioned e By being global and vertically integrated, we will enjoy considerable savings by
synergy .and eliminating costly duplications of effort, headcount, time, equipment and real estate in
cost SaVlngS- the areas of product development, sourcing and design, image, warehousing, MIS,
We have COME  finance and administration.

a Iong way-. e We have progressed from operating with 12 separate country strategies in Europe to

just one strategy, modelled after the highly successful one deployed in Germany, the

Netherlands and Belgium.

12
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operation mix

twelve months to June 30, 1997

licensing
1.0%

sourcing
0.3%

® |nstead of operating image and advertising & promotion departments spread over Asia,
Europe and the US, we have established a single central image team based very
advantageously in London and responsible for raising the standards of and standardizing
advertising, displays, point-of-sale materials and promotional campaigns worldwide.
| am certain of our image team'’s ability to propel Esprit into the highest ranks of global
lifestyle brands.

® \We have gone from sourcing offices spread throughout the world to two, located in
Hong Kong and Diisseldorf. With the merger of our European and Asian operations and
the development of an international fashion line, manufacturing orders are going to be
far more effectively coordinated and consolidated across regions. This will in turn give
us substantial cost savings through bulk purchasing of materials on better terms, and
will allow us to shift our sourcing to lowest-cost countries and cultivate strategic
vendor relationships.

® \\e have moved from four warehouses in continental Furope and the United Kingdom

to one very capacious and very efficient central warehouse located in Germany;

13
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chairman’s statement continued
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product mix

twelve months to June 30, 1997
women's wear
61.5%

footwear &
accessories
20.3%

men’s wear
8.9%

kids® wear
6.9%

body care
1.3%

bed & bath
0.6%

others
0.5%

i

® And we have gone from three design studios to one design team operating out of

Europe, responsible for creating six collections for one international line a year and for

il

leading our product development efforts.

The world is not getting smaller, contrary to popular thinking. We are moving

faster, closing the distance between “here” and “there” through modern management

(1

and careful nurturing of a priceless brand. We are getting bigger, and bigger is better.

L ]

wc?

Michael Ying Lee Yuen Chairman
October 8, 1997 =
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group results
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w and outlook

Vi . - 1Or JO/E dl s "
on of cost controls and strong management.
over-aggressive in seeking growth in Asia
. after successfully consolidating, we are back
rowth track going into FY1997/98, with plans
ly strengthen our retail presence throughout
e are lean and, once again, mean.

Although each of our markets in the region is at a different stage of development,

our performance during the past year was more inconsistent from country to
country than we would have liked: on the one hand, satisfactory contributions from
Taiwan, Singapore, Malaysia, Hong Kong, China and Australia; on the other, operating
losses in South Korea and Japan.

During the past year, we underperformed in countries which, due to their size,
complexity and other unforeseeable challenges, present formidable barriers to
companies going it alone. We are better disposed to be marketers and brand-
builders especially now that we are brand-owners in all markets, except the US
market. We are going forward in China and Japan through strategic partnerships

with leading local companies.

1%



operations review and outlook continued

18

product mix in asia

welve months to June 30, 1997

women's wear
62.9%

footwear &
accessories
20.0%

men’s wear
10.3%

kids’ wear
3.6%

bed & bath
0.9%

body care
2.3%

Now that we have restructured our operations and are forming joint ventures in
Japan and China, we can clearly make out the future shape and size of our businesses
there. There is no reason that we cannot grow these businesses substantially over
the next several years.

Our new 50-50 partner in Japan, Taka-Q Co., Ltd., which is listed on the Tokyo
and Osaka stock exchanges, is an established men's apparel distributor with a
nationwide distribution network. Esprit and Taka-Q have each contributed ¥100
million in initial working capital. Esprit Japan plans to establish approximately 100
retail outlets by the year 2000, with an expected turnover within three years of
approximately ¥10 billion and a total investment of ¥800 million. Plans call for
approximately 40% of the joint venture’'s income to be generated through sales
to franchised stores, 20% through counters and shop-in-shops in department and
specialty stores and 20% through directly-operated stores. Esprit Holdings will
provide merchandise, display and point-of-sale systems and image, with Taka-Q
assuming management of all distribution and operations. Esprit Japan will seek out
domestic product-licensing opportunities in conjunction with Esprit International’s

global licensing program.
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Bsales mix in asia

' ftwelve months to June 30, 1997

% retail 88.5%

wholesale 11.5%

geographical mix in asia

twelve months to June 30, 1997

hong kong 37.0%

taiwan 15.8%

south korea 8.9%

china 4.9%

singapore 9.0%

japan 3.7%

malaysia 1.8%

australia 18.9%




operations review and outlook caontinued

We have decided to take the joint venture route in China in order to attain a
critical size in a rapidly expanding market where size is critical and to establish
reliable distribution channels and a consistent brand image while maximizing
the returns on our capital investment. We intend to form a 40-60 partnership
with China Resources Enterprise Company Limited (CRE), the listed, Hong Kong
subsidiary of state-owned China Resources Holdings Company Limited. We will
contribute 40% of the joint venture’'s HK$300 million initial working capital. The
future joint venture plans to open 100 new outlets before 1999,

In CRE, we have found an internationally respected and domestically influential
partner who enjoys one of the most extensive consumer-product distribution
networks in China, and whose operating expertise complements Esprit's own
strengths. The Esprit brand is already well established in China’s major cities. We
will focus on brand-building, marketing and merchandising, while CRE will

concentrate its efforts on site selection and retail operations.

turnover contribution

hk$ million hk$ million

TU rnover a nd china (including hong kong) 786.0 125.1
COﬂTI’i butiOﬂ australia 353.9 37.0
b\/ M a rketS taiwan 295.4 53.5
A p south korea 167.7 (3.8)
N ASIa singapore 168.1 15.2
other asian countries 104.0 (29.4)

total 1,875.1 197.6

In South Korea, our performance was hampered by the country’s domestic
economic problems as well as poor management. A new country manager has
been put in place and unprofitable outlets have been closed; we consolidated our
portfolie, going from 59 outlets at the start of FY1996/97 to 36 at the close of the
financial year. Esprit continues to be one of the best-recognized foreign apparel

brands in South Korea.

21



operations review and outlook continued

22

We have begun an entirely new phase of growth in Taiwan; following a period

of consolidation in light of the country’s economic and political uncertainties,
we opened two mega-stores — 6,500 square feet and 4,000 square feet in size
- in Taipei in October and November 1996. As indicated in last year's report to
shareholders, we have been quick to take advantage of vacancies in prime retail
locations during the prolonged economic downturn. We are beginning to benefit
from this strategy as consumer confidence and spending rise. We are seeking
locations for additional, large Esprit stores in Taichung and Kaohsiung while
continuing to develop our wholesale and franchise distribution channels. We expect
total turnover in Taiwan to continue to grow in FY1997/98.

In both Hong Kong and Singapore, we are returning to a strategy of convenience
and accessibility by increasing the number of outlets and total selling area, and

selecting and stocking locations based on carefully-targetted customer profiles.
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In Malaysia, we posted a 27% increase in turnover. The outlook for FY1997/98
is for slower growth due to the troubled outlook for the domestic economy and
a scarcity of suitable retail locations. '

Qur Australia operation, reporting its first full year of results under the
Group's ownership, continued to post a gain in turnover. After increasing retail
floor space by 9% in FY1995/96, Esprit Australia closed the year with an 11%
increase in selling area to 93,114 square feet. At the same time, Esprit Australia
has commenced a strong new push into wholesale distribution in response to
growing demand for the widening range of Esprit products from the country’s major
department stores. The program will be launched in Spring/Summer 1998. Our
expanded wholesale business could add significantly to annual sales growth from
FY1998/99 onwards. Men's wear was introduced in Australia in FY1996/97 in a
limited number of outlets and will be rolled out to additional outlets in FY1997/98.
Esprit Kids, introduced in 1990, is now distributed in 32 outlets, up from 25 in
FY1995/96.

Retail sales in our franchise markets in southeast Asia and the Middle East
experienced satisfactory growth; with a strengthened brand identity and a new
focus on marketing and licensing, we intend to provide greater and more systematic
support to franchisees and wholesale customers in these markets and we should
see sales to them continue to increase significantly.

Red Earth, the Australian line of natural beauty care and cosmetics products
distributed by Esprit Asia in Hong Kong since 1992, performed well and is expected
to make an increasingly significant contribution to Group earnings in future. A
strategic repositibning of the brand at lower price points has proven successful,
with sales doubling in FY1996/97. An expanded choice of Red Earth cosmetics
colors contributed to the improved results. We plan to penetrate additional regional
markets, including Taiwan, China and Japan, beginning in FY1997/98, primarily
through wholesale distribution channels and franchisees. Japan represents a vast
and still expanding cosmetics market, while Taiwan and particularly China, less

developed markets, present major growth opportunities for the Red Earth brand.

23
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operations review and outlook continued

foday-is home to nearly 400
Ie disposable income who will shortly be able to
Ing a single currency, and who will create exciting
and cultural synergies. Esprit is preparing for a
consumer-friendlier and ever more brand-aware
lous Europe by streamlining its own infrastructure
erations and resources. Esprit Europe has the human
ncial and technical resources to realize its goals:
itted and highly motivated management team.

Esprit has been established in Europe for more than two decades. As measured by
combined annual wholesale and retail turnover, Europe is Esprit's largest regional
market in the world.

Europe is a huge, profitable market with tremendous scope for growth both
within existing markets and in unentered or recently entered markets such as the
Eastern bloc and southern European countries.

The Netherlands and Belgium, which account for approximately 20% of
turnover in Europe, reported better-than-expected earnings in FY1996/97 due
to strong retail sales growth; Scandinavia was profitable following a loss in the

previous year.

25



operations review and outlook continued

Germany, Esprit Europe’s largest business by far, turned in better-than-

budgeted profit in FY1996/97 and is set to grow substantially over the next two :=
years, with rapid growth of wholesale distribution in eastern Germany and with
clothing retail sales expected to rise by about 5% this year after falling an aggregate
20% in value in the first half of the "90s.

Our Britain, France and Austria businesses are each projected to grow more —
than 20%: Italy, Spain, Portugal, Greece, Hungary, Poland and the Czech Republic

are new Esprit markets, with very substantial long-term earnings potential.

turnover contribution —
hk$ million hk$ million
Turnover and ~ germany L, 14958 =
Contri bution the netherlands & belgium 266.3 29.0 '
scandinavia 74.9 1.7 1
by EM d rkets other european countries 129.0 (1.1) =
IN EUrope ey 1,443.9 179.2 |

Esprit sales are growing faster than the industry average in the mature
European markets. Although the core of our customer base is 20-35 years old,

we are not seen as exclusive to a particular age group. In terms of awareness, we

are among the top three women's fashion brands in Germany.

26 -
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operations review and outlook continued

28

product mix
In europe

twelve months to June 30, 1997

women'’s wear
59.8%

footwear &
accessories
\ 20.7%

kids" wear
11.1%

bed & bath
0.1%

We have only established limited retail distribution in Britain. In order to succeed
in Britain, expected to be one of our greatest growth markets in the medium term.
we will require a strong British-based partner on the order of those we have joined
with in China and Japan. Despite a consumer economic boom in Britain - fueled
by a strong pound, appreciating house prices and widely-disbursed windfalls from
building society and insurance company flotations — retailers are hard pressed to
earn satisfactory profits; retail rents are astronomical in London and excessive in
other cities, and a correction in the property market is a requisite to our making
a major investment there.

QOur immediate tasks in Europe are clear. In FY1996/97, Germany generated
over 73% of our wholesale turnover and 59% of retail turnover in Europe — and over
29% of the Group's total turnover. Women's wear accounted for over 55% of total
turnover in Europe while men's wear accounted for less than 10%. Healthy as our
European business is, we need to diversify geographically and by product line:

we need to lessen our dependence on the German market, increase the ratio of
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retail to wholesale turnover in the region, focus on our serious under-representation
in Britain and France, and strengthen and more aggressively market our men’s wear
line across the region.

We also intend to grow the Esprit Kids business; with new sourcing, we will be
able to bring prices in Europe down by as much as 15% and substantially increase
sales volume. With the right pricing and merchandise mix, we envision Esprit Kids

becoming Europe's market leader in casual children’'s wear.

Esprit
International
—Licensing

Esprit International (“El”), a US partnership, was formed to realize the potential
worldwide value of the Esprit trademark. Currently, El manages 18 territory and
eight product licenses with & total retail value of over HK$2.7 billion and which
contributed over HK$33 million in royalty income to the Group in FY1296/97.

With the strong international growth of Esprit's core fashion and accessories
businesses and the emergence of vast new middle-class consumer markets in Asia
in the past decade, the full value of the Esprit trademark remains to be realized
by the Group.

The product licensing business is currently dominated by sales of timewear
and eyewear, manufactured and distributed by Egana International Holdings and
Charmant Inc. respectively and which in FY1996/97 together accounted for roughly
80% of licensees’ annual sales and over 80% of the royalties paid to El.

Esprit-brand watches are sold in 100 styles at prices ranging from US$45 to
US$150 through 4,800 outlets worldwide, with five new European markets to be
entered in FY1997/98. Both the US, where there is limited distribution, and Asia,
for which product styling has to be fine-tuned, remain largely undeveloped and
are high-growth markets for Esprit timewear.

Ophthalmic eyeglass frames and sunglasses are sold in 30 styles at prices
ranging from US$70 to US$1256. With sunglasses representing just 18% of total
Esprit eyewear sales, this sub-category has substantial growth potential in its own
right; pending new manufacturing arrangements and strengthened marketing,
sunglasses sales should grow significantly in FY1997/98. Distribution of Esprit
eyewear is being extended to China, Mexico and ltaly in FY1997/98.

29
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operations review and outlook continued

Bed and bath products, manufactured and distributed through about 700
outlets in Europe and Asia, account for approximately 19% of product licensee sales.
Bed and bath product sales are expected to increase substantially in FY1997/98
with expanded distribution, expanded product offerings in Europe, tailored product
designs for the Japanese market and plans to license distribution in South Korea,
China, Australia and the US.

In July 1997, El granted a global license to Egana to design, manufacture,
distribute and market precious, semi-precious fashion and costume jewelry. The
new line will be introduced in Europe and in Asia in Spring 1998 and in the US in
Fall 1998. It will be distributed through department stores, specialty stores and
other outlets. By the year 2000, annual retail sales of Esprit jewelry are projected
at US$20 million.

Sourcing

The acquisition of Esprit Far East Group's sourcing capability completes our
development into a fully vertically-integrated operation and further sharpens our
competitive edge in terms of speed of response to market trends, pricing and speed
of delivery. Esprit Sourcing provides turnkey sourcing services to Esprit Asia, Esprit
Europe and various Esprit International licensees. These services include fabric
research, fabric selection and print development, supervision of production, quality

control and final inspection of finished goods, and shipment coordination.

31



operations review and outlook continued

Image

Responsibility for the direction of Esprit's worldwide image activities - comprising
visual merchandising, store and packaging design, advertising and promotion -
was shifted to Esprit Asia in FY1995/96. With the acquisition of Esprit Europe and
Esprit International, Esprit’s central image department was expanded and relocated
from Hong Kong to London to facilitate access to international creative resources
in North America and Europe.

The past year was marked by a variety of successful multiregional promotional
campaigns and advertising developments.

For the FY1986/97 Winter season, Esprit teamed up with ski manufacturer
Rossignol and the French Alpine ski resort of Courchevel for a cooperative promotion
offering Esprit Privilege Card holders a chance to win limited-edition Esprit snow-
boards made of 100% recycled materials, and week-long skiing trips. Nine countries
in Asia and Europe participated in the promotion, which in Britain and Hong Kong
incorporated an unique campaign benefitting hospitalized children.

In Germany, Esprit’s Spring/Summer 1997 print advertising was named best
campaign in Maxi magazine's Zielgruppen-Favorit Image-Motiv awards. Esprit also
initiated highway billboard and taxi advertising campaigns in Germany, creating an
unprecedentedly high new level of visibility for the brand in high-traffic locations.

For Spring/Summer 1998, Esprit packaging, garment labels and hangtags,
hangers, presentation systems and shopping bags are being redesigned according
to new global graphics standards and branding policies. The new design will be
simple, impactful and distinguish preduct categories by color and finish, and rein-

force Esprit’'s youthful, upbeat and energetic identity.

MIS

32

The merging and streamlining of our Asian and European operations and the
acquisition of Esprit Far East Group's sourcing operation and Esprit International
licensing business obviously created a corresponding need to enhance our MIS
capabilities.

This process is well underway: internal communications networks have been
reconfigured, and new, globally applicable retail management information software
is in development. A new intranet system enables our wholesale customers and

licensees worldwide to place orders via a secure website managed from Hong Kong.
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Summing Up

With the acquisition of Esprit Far East Group, a continued strong presence in Asia,
aggressive expansion through joint ventures in some of the world's largest and
most important markets, the development of new product lines, the application
of advanced technology, and a strengthened global management team, the Group
has the momentum needed for sustained long-term growth.

In the coming financial year and in the medium term, we look forward to a
healthy rate of income and profit growth resulting from increased retail and
wholesale distribution including continued investment in new mega-stores,
growing royalties from licensing, expansion of the Red Earth business, and the
operating synergies and cost- and tax-savings brought about by the acquisition
of Esprit Far East Group. Sales in our long- and recently-established Asian and
European markets are projected to increase satisfactorily; our joint ventures in Japan
and China are expected to make significant contributions to earnings, as are the

several recently-entered markets in eastern and southern Europe.
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report of the directors continued
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Directors and Senior Management Profile continued

Senior Management continued

Connie Wu Hong Yee, aged 39, is the General Manager of the wholesale operation. Before joining the
Group in 1993, she worked for multinational trading house with responsibility for developing China trade.
Ms. Wu graduated from Nanjing Institute of Technelogy in 1982 with a Bachelor Degree in Architecture.
Eddie Wan Tat Wah, aged 43, is the Chief Operation Officer of China and Hong Kang business. He has
over 20 years of experience in garment trading and retail business. Eddie first joined the Group in 1984
and was extensively involved in store operations and merchandizing/buying in Hong Kong. He left the
Group in the yéar 1993 to establish his own business and rejoined the Group in mid-1997.

Derong Yang, aged 32, is the image director of the Group. He joined the Group in September 1994

as the creative director. His current role is to create and ensure the smooth implementation of an
integrated image system throughout the operating regions of the Esprit Global Network, including
Europe, Asia-Pacific, Middle East, Australia and South America. Prior to joining Esprit, he had worked
with a renown French designer “Jean Charles de Castelbajac” as design director. He has received
awards for excellence in his creative endeavors and is an activist in the local arts and culture scene.
Morris Wagenheim, aged 44, is the Managing Director of Australian operation. He joined Esprit in
1994, after having spent the previous four years as General Manager of the 150-store Sportsgirl chain

in Australia. Mr. Wagenheim has spent most of his working career with the Wooltru Group in South
Africa, the largest retailing conglomerate in that country. His career has spanned all aspects of fashion
retailing. He has been instrumental in building Esprit Australia into a profitable, fully integrated retail
operation with store threughout all states in Australia.

Nando Van Maarseveen, aged 58, is the head of wholesale operation for Esprit Europe. He studied

at the MAVO in The Netherlands and began his career in the textile industry in 1962 with Peek &
Cloppenburg, where he held the positions of buyer, head buyer and buying manager. He had been

the wholesale director of the Dutch jeans company before joining the Group in 1982.

Patrice Boydron, aged 33, is the country manager of both the French and the British operations.

He has been instrumental in reducing operating expenses and streamlining administrative functions,
setting a basis for future growth in both markets. Before he joined Esprit in 1989, he had worked for

an Italian high-fashion design company. Marithe et Francois Girbaud. He studied economics at Biarritz.
Pieter Ary Bakker, aged 44, is the head of accessories division. He has been with the Group since
1985, where he established the accessories division. Before he joined Esprit, he was a designer for a
Dutch fashion company. He obtained his degree at the Royal Academy of Arts in Rotterdam. Currently,
he is a member of the International Trend Forecast Group.

Theresa Tsang Sui Fong, aged 41, joined the Group in 1977 and is the head of the personnel division
since 1983. She is responsible for formulating and administrating human resources policies, training
programs, recruitment, and employee compensations and benefits. She is a member of the Hong Kong
Institute of Human Resource Management.

Thomas Grote, aged 34, is the head of wholesale operation in Germany. He completed business
college in 1983 and thereafter worked at a German textile printing company for six years. He joined Esprit
in 1990 as key account manager for the accessories division and was later promoted to sales manager.
In 1992, he left the Group to work for In-Wear in Germany as sales manager of the men’s division and
was subsequently promoted to managing director. He returned to the Group in June 1996.

Stephen Ip Sing Sing, aged 44, is the head of Management Information System. He is responsible for
directing the application of information technology covering the Group's activities in sourcing, retailing,
wholesale and distribution. He has a Master of Business Administration degree in Finance from the
University of California, Berkeley. Prior to joining the Group, he had six years experience in setting up and
managing MIS activities for multinational companies.in the electronics and consumer product sectors.
Susan Wong Ping, aged 50, joined the Group in 1976 and is the General Manager responsible for the
Group's sourcing and praduction activities for apparel, shoes & accessories including product and fabric
development. She has over 25 years of experience in the garment production field. Prior to joining the
Group, she held various positions in the garment manufacturing for a local apparel group.
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notice of annual general meeting continued

68

7. As special business, to consider and. if thought fit, passing the fellowing resolution: as an

Ordinary Resolution:

“THAT:

(a) subject to paragraph (b) below, the exercise by the Directors of the Company during the Relevant
Period of all the powers of the Company to purchase shares of the Company be generally and
unconditionally approved;

(b) the aggregate nominal amount of shares which: may be purchased on The Stock Exchange
of Hong Keng Limited or any other stock exchange be recognized for this purpose by the
Securities and Futures Commission of Hong Kong and The Stock Exchange of Hong Keng Limited
under the Hong Kong Code on Share Repurchases pursuant to the approval in paragraph (a)
above shall not exceed 10 per cent. of the aggregate neminal amount of the share capital of
the Company in issue on the date of this Resolution, and the said approval shall be limited
accordingly; and

(e) for the purpose of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until whichever is the

earlier of:

(aa) the conclusion of the next Annual General Meeting of the Company:

(bb) the expiration of the period within which the next Annual General Meeting of the Company
is required by the Companies Act 1981 of Bermuda (as amended) to be held; and

(ee) the revocation or variation of the authority given under this Resolution by Ordinary
Resolution of the shareholders in general meeting.” :

. As special business, to consider and, if thought fit, pass the following resolution as an

Ordinary Resolution:

“THAT conditional upon resolution numbered 7 in the notice convening this meeting being passed,
the aggregate nominal amount of shares in the issued share capital of the Company which are
repurchased by the Company under the authority granted te the Directors as mentioned in the said
resolution numbered 7 above shall be added to the aggregate nominal amount of share capital that
may be allotted or agreed conditionally or unconditionally to be allotted and issued by the Directors
of the Company pursuant to the resolution numbered 6 in the notice convening this meeting.”

9. To transact any other ordinary business.

By Order of the Board

s

Alva Chan Wai Mo
Director

Hong Kong, October 8, 1997

Notes:

1

Any member entitled to attend and vote at the meeting is entitled to appoint one or more
proxies to attend, and. in the event of a poll, vote in his stead. A proxy need not be a member
of the Company.

' In order to be valid. a proxy form, together with the power of attorney (if any) or other authority

(if any) under which it is signed or a notarially certified copy of such pewer or authority, must be
lodged with the head office of the Company at 10th Floor, 11 Yuk Yat Street, Tokwawan, Kowloon,
Hong Keng not less than 48 hours before the time fixed for helding the Meeting.




