=

-

—

-
-

i

.
L o

I
vz?‘ﬁfv o
i

i

L
.
G

e

o
.

o ;
A»Ww»?;‘g"” { é
Ly
) @ L %

s e o




lued Business Pz

 pleasure, on behalf of the Board of Directors and the associates of Express, to present
h our 2012 annual report. We began the year optimis ically, faced some challengesin
ond and third quarter's and ended the yearon afar more posmve note. I'm particularly
edus: to rdentlfy opportunities
ing and ourlong~’term

S remaln reallstlc and quite achrevable

elda lens up to our busrness certain thrngs became very clearrto us Our customers
brand and will turn outto shop aslongaswe continue to give them whatthey want
ght merchand|se offe datclear, easy-to-understand prices that reinforce our value
tion. As we were ’th nking about driving results and creating addmonal opportunities
th,one rdea kept comingto the forefront, namely the rmportance of concentration
ieve maximum impact. When our customers shop will shape the wayweplanour
tions throughout 2013 and beyond Where our customers shop will shape our real
trategy, both here a road, as well as our e-commerce strategy Ineachcase, we
concentrate. most heavrly o etimesand places where we can achieve maximumimpact.
want to assure you that our objective remains unchanged from what we have discussed
u previously. We aim to be the leading fashion authority for 20to 30year old girlsand
yoking to us forthe clothes and accessories meeting their drfferent lifestyle needs,
orthey are heading outin jeans or casual clothes leaving for work or dressing for a party
specnal occasion. \ e

2 performance d:d not deliverthe kind of growth we s i \s m st of you already
ur2012 net sales rose by 4%, and benefitted froma 5 |
for the year were flatand our netincome was $139 million versus $141 million m 2011.
' commltted to domg better and belreve that lmprovements in sales and margms are

ce that objectrve dunng 2013.

remain committed to advancing our growth pillars and continuetol
/Iarket strategyisa key differentiator for us. A data driven process thatsu

sk out of the fashion business is something to be respec ted an

;; we learned that our execution of the Go-to-Market strategy must be consistent
serformed with duscnphne We've been spending time with ourteam to ensure that they
stand how tests should be properly constructed, what totest and howto actuponthe
sults. We believe this focus will lead to better results in 2013. It has already led to the
ment of some of the blggest key items we have seenir meti ‘ '

nterms of our four growth pillars, one of them s to drive pro ductrv:ty and profi
5 g stores. While there are multiple drivers of productivity, better produot selection
esulting in fewer markdowns is one clear objective. Driving conversion through an enhanced
customer experience is another and we are working closely with our store associates to
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; vP are.
; contlnumg to expand our produot offering, and our early success with watches, personal care items and

- otheraccessoriestellsus weare

onthe nght path.

' f*for 2013, including a collaborat:on with the NBC;
 featuresthe Express brand. lts gratrfymg to repo

~ Fashion Stariconon ourweb ite
Fashron Star designs are ma ng
cu}stojmers, sooneofthe keys tog

. E-commerce represents anothe
~ increasing 32%in 2012 and repr
_channelto browse aswellastorn

arli rthis year we brought ourw
ucing exciting new enhanc
' products they want,

; At rd growth pillar calls for expa
. United States and Canada collect
- opening seven new stores, net of
it's particularly importantin this ¢
_ presence in certain key malls tha
hubs where people go—not just
declining traffic trends, these hub
significant portion of our efforts.
, on expanding our presenoe inloc

,; m also very excited about anoth
outletstores selling merchandise
growth opportunity for us, we pia
jsubs ntive details,

 Thel :st of our four growth pillars
 the other three, is international ex
- Middle East franchisee added fo

are first tlme vis
theirfirst purch

Jroductmty gain

growth pil?lar. Thi
ssenting approx

ake purohiases
ebsite hosting ir

ements thét’will

closures. | ment
ontext. We aren
are doing’ the be
> shop, b todin

Ne don’tthrnk ou

ey recent!y anno
5 made speon‘xc‘
nto report more

to be addressec

pansion, We reg
ur stores, and ou

~ alsoannounced two new franchise agreements
~ ofother Latin American countries. We ended the

sevenin 2011. Our 2013 objective
- operating in other parts of the wo

brand abroad without oommrt ng srgmfrcant amo

lcontinuetobe profound!y grate ;
professionals at Express. Their passion forthe br

 designs will surpass those of the
'strong financial position. Weend
was up significantly from $152mi
| /pu’ -hasing approximately $65

/'p oductive means of deployingo

ongomg support of Express

f'Most sincereiy,

i

Michael Weiss
' Chairman & CEO

illion repurchase program.

zare confrdent in our ability to drive

stoenter mto a
rld This approac

forthe opport

preceding year.
edthe year with
lionatthe end o
million of our co
While we conti
ur cash, investm
results that will,

nsion of our store base In 2012 we added 16 net new storesinthe
tively, endrng the year with 625 locations. In 2013, we anticipate

ationsthat couint,

We have some exciting marketing initiatives in place
)nme-tlme show Fashion Star® which prominently
rtthat a large percentage of people clickingthe
tors and more than half of the people purchasing
ases on express.com. We know we have loyal

sis steadrly expanding our customerbase,

ess continued to exceed our expectations,
mately 13% of our net sales. Our customers use this
and we will continue to evolve the online experience.
1- house and overthe nextyear orso, we will be

make i rt easier forour customers to fmd and purchase

ioned the concept of concentration earlier,and
tjust openmg new stores. We are expanding our

est jOb of increasing their traffic. They are social
eand ‘be entertalned While certain malls are seeing

itiative, which calls for us to open Express
ally for those stores. While it represents a significant
fully on thrs Iater inthe yearwh nwe can provrde son

although by nomeansa y lessi lmportant than
rleased with the progress bemg made. In 2012, our
r brand continuestodoverywellinthatregion.We
Dne ¢« venng Mexico and the other covering a variety
year with 15 franchised stores in operation, up from
rangements with two new franchisees successfully
h enables us to continue to introduce the Express
unts ‘f flnanc:al or human capital.

unity to’ work with a talented and dedicated team of
and inspires me and | feel confident that this year's
n addition, we are fortunate to be in an extremely
$256 million of cashand cash equrvalents which
2011. Thisincrease was accomplished while also
mmon stock, representing a major portion of our
nually assess with our Board of Directors the most
entin our growth pillars remains our key priority. We
inturn, increase stockholdervalue Thankyou for yos. ,
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The Express brand resonates abroad. Last year, we expande
_inthe Middle Eastand entered into agreements with two new
, Latm American franchisees, leading to ourflrst store openlnqs'
inM xico, Panama and Peru. '

| G QW E- COMMERCE
rateglcally place new stores in malls and other Iocatlo , ; mic website and social media presenceis drlvmg rapid
Vfrequ ented by our target demographic. Additionally, we exp e commerce growth, with 2012 sales from that channel reachi
ertain stores in key malls, which are retail and social hubs. Wi 3% of net sales. Active on every major social media platform,
more impactful presence, we continue to drive productivit we increasingly customize our communications to.encourage
hile SImultaneously enhancmg our brand recognition. ongoing engagement with the Express brand.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements that are subject to risks and
uncertainties. All statements other than statements of historical fact included in this Annual Report are forward-
looking statements. Forward-looking statements give our current expectations and projections relating to our
financial condition, results of operations, plans, objectives, future performance, and business. You can identify
forward-looking statements by the fact that they do not relate strictly to historical or current facts. These
statements may include words such as “anticipate,” “estimate,” “expect,” “project,” “plan,” “intend,” “believe,”
“may,” “will,” “should,” “can have,” “likely,” and other words and terms of similar meaning in connection with
any discussion of the timing or nature of future operating or financial performance or other events. For example,
all statements we make relating to our estimated and projected costs, expenditures, cash flows, growth rates, and
financial results, our plans and objectives for future operations, growth or initiatives, strategies, or the expected
outcome or impact of pending or threatened litigation are forward-looking statements. All forward-looking
statements are subject to risks and uncertainties that may cause actual results to differ materially from those that
we expected, including, but not limited to those under the heading “Risk Factors” in Part I, Item 1A in this
Annual Report on Form 10-K.

2 9% 6 9 &8,

Those factors should not be construed as exhaustive and should be read in conjunction with the other cautionary
statements included in this Annual Report on Form 10-K. Those risks and uncertainties, as well as other risks of
which we are not aware or which we currently do not believe to be material, may cause our actual future results
to be materially different than those expressed in our forward-looking statements. We caution you not to place
undue reliance on these forward-looking statements. We do not undertake any obligation to make any revisions
to these forward-looking statements to reflect events or circumstances after the date of this Annual Report on
Form 10-K or to reflect the occurrence of unanticipated events, except as required by law, including the
securities laws of the United States and rules and regulations of the Securities and Exchange Commission
(“SEC”).




PART I

ITEM 1. BUSINESS.

o« o«

In this section, “Express”, “we”, “us,” “the Company”, and “our” refer to Express, Inc. together with its
predecessors and its consolidated subsidiaries as a combined entity. Our fiscal year ends on the Saturday closest
to January 31. Fiscal years are referred to by the calendar year in which the fiscal year commences. All
references herein to “2012”, “2011”, and “2010” refer to the 53-week period ended February 2, 2013, and the
fifty-two week periods ended January 28, 2012 and January 29, 2011, respectively.

General

Express is a specialty apparel and accessory retailer offering both women’s and men’s merchandise. We have
over 30 years of experience offering a distinct combination of style and quality at an attractive value, targeting
women and men between 20 and 30 years old. We offer our customers an assortment of fashionable apparel and
accessories to address fashion needs across multiple aspects of their lifestyles, including work, casual, jeanswear,
and going-out occasions.

We opened our first store in Chicago, Illinois in 1980 as a division of L Brands, Inc. (formerly known as Limited
Brands, Inc.) (“L Brands”). In 2007, investment funds managed by Golden Gate Private Equity, Inc. (“Golden
Gate”) acquired a controlling interest in the Express division from L Brands. In May 2010, Express, Inc., the
parent company of subsidiaries that operate our business, was converted into a Delaware corporation and
completed an initial public offering (“IPO”), including listing its common stock on the New York Stock
Exchange. In this Annual Report on Form 10-K, we refer to all of the events that occurred in connection with the
IPO as the “Reorganization”.

As of February 2, 2013, we operated 625 stores across the United States, in Canada, and in Puerto Rico. Our
stores are located primarily in high-traffic shopping malls, lifestyle centers, and street locations, and average
approximately 8,700 gross square feet. We also sell our products through our e-commerce website, express.com,
and have franchise agreements with franchisees who operate Express stores in Latin America and the Middle
East. Our product assortment is a mix of core styles balanced with the latest fashions, a combination we believe
our customers look for and value in our brand. Qur 2012 net sales were comprised of approximately 62%
women’s merchandise and approximately 38% men’s merchandise.

We report one segment, which includes the operation of our brick and mortar retail stores and the express.com
e-commerce website. Additional information about our reportable segment can be found in Note 2 of our
Consolidated Financial Statements.

Competitive Strengths
We believe that our primary competitive strengths are as follows:

Established Lifestyle Brand. With over 30 years of heritage, the Express brand represents a distinctive point
of view that is sexy, sophisticated, and social. We believe that our customers view Express as a fashion
authority and look to us to provide them with the latest fashions. The Express brand differentiates itself by
offering (1) a balanced assortment of core styles and the latest fashions; (2) products that address fashion
needs across multiple wearing occasions, including work, casual, jeanswear and going-out occasions; and
(3) quality products at an attractive value.

Attractive Market and Customer Demographic. We are part of the specialty apparel market focusing on

20 to 30 year old women and men. We believe the specialty apparel market is a significant piece of the total
apparel market for this demographic and that the Express brand appeals to a particularly attractive subset of
this group, who we believe spend a higher percentage of their budget on fashion compared to the broader
population.



Go-To-Market Strategy. We design the majority of our product assortment in our New York City design
studio based on an extensive review of fashion trends, styles, fabrics, colors, fits, and prices for the
upcoming season. Our product testing processes allow us to test approximately three-quarters of our
merchandise in select stores before placing orders for our broader store base. In addition, we assess sales
data and new product development on a weekly basis in order to make in-season inventory adjustments
where possible, which allows us to respond to the latest trends. We believe that we have an efficient,
diversified, and flexible supply chain, including a network of third-party manufacturers located throughout
the world, that allows us to quickly identify and respond to trends and bring a tested assortment of high
quality products at competitive prices to our stores. We believe our model allows us to better meet customer
demand and enables us to reduce inventory risk and improve product margins through reduced markdowns.

Optimized Real Estate Portfolio. Our stores are located in high-traffic shopping malls, lifestyle centers, and
street locations in 47 states across the United States, as well as in the District of Columbia, Puerto Rico, and
two provinces in Canada. As a result of our strong brand and established retail presence of over 30 years, we
have been able to acquire high-traffic locations in most retail centers in which we operate. Substantially all
of our stores were profitable in 2012.

Proven and Experienced Team. Michael Weiss, our Chief Executive Officer, has more than 40 years of
experience in the fashion industry and has served as our Chief Executive Officer for over 20 years. In
addition, our senior management team has an extensive amount of experience across a broad range of
disciplines in the specialty retail industry, including design, sourcing, merchandising, planning and
allocation, and real estate. Experience and tenure with Express extends deep into our organization, including
district and store managers, who have been with Express for a number of years.

Growth Strategy
Key elements of our business and growth strategies include the following:

Improve Sales and Margins of Our Existing Retail Stores. We seek to grow our comparable sales and operating
margins through execution of our go-to-market strategy. Our go-to-market strategy is designed to allow us to
offer a product assortment that is more appealing to our customers, which allows us to reduce inventory risk and
improve product margins through reduced markdowns. Additionally, we have modified our promotional pricing
to provide more clarity to our customers and have also introduced additional women’s and men’s fragrances and
women’s and men’s watches.

Expand Our Store Base. We believe there are attractive, high-traffic locations that present opportunities for us to
expand our store base. We currently plan to open approximately 7 stores, net of closures, in 2013, including

4 stores in Canada, representing a 2 % increase in square footage. We also have plans to open 2 flagship
locations, one in Union Square in San Francisco and the other in Times Square in New York. The Union Square
location, which is approximately 16,000 square feet, is expected to open in late fall 2013, while the Times Square
location, which is approximately 30,000 square feet, is expected to open in spring 2014. During 2012, we opened
16 stores in the United States and Canada, net of closures, growing our square footage by 3%.

Expand Our e-Commerce Platform. We believe that our target customer regularly shops online, and we see
continued opportunity to grow our e-commerce business by providing our customers with a seamless retailing
experience. In addition, we believe our multi-channel platform will allow us to continue to improve overall profit
margins as our e-commerce business becomes an increased percentage of our sales. In 2012, e-commerce
represented 13% of our total sales.

Expand Internationally. We believe Express has the potential to be a successful global brand. During 2012, we
entered into new franchise agreements covering portions of Latin America and ended the year with 11
franchisee-operated stores in the Middle East and 4 franchisee-operated stores in Latin America. Over the next

5 years, we believe there are opportunities to expand the Express brand internationally through additional
franchise agreements with local partners across the globe, joint venture relationships, and company-owned stores
in targeted countries.



See Management’s Discussion and Analysis of Financial Condition and Results of Operations for additional
information regarding progress against our growth pillars in the current year.

Our Products

We offer our customers an assortment of fashionable merchandise to address multiple wearing occasions,
including work, casual, jeanswear, and going-out occasions. The majority of our products are created by our in-
house design team and range from core styles to the latest fashions. We believe we have developed a portfolio of
products that have significant brand value, including the Editor pant and 1MX shirt. We focus on providing our
customers with attractively-priced merchandise that is well-constructed and made from quality materials that are
designed to last for several seasons, and believe our customers value our consistent fit and detailing.

We design our products and display them in our stores in a coordinated manner to encourage our customers to
purchase multi-item outfits as opposed to individual items. We believe this allows us to better meet our
customers’ shopping objectives while differentiating our product line from competitors. On average, our
customers purchase 2 to 3 items per transaction. We monitor cross-selling trends in order to optimize our in-store
and online product assortment and collection recommendations.

Design and Merchandising

Our internal design and merchandising team designs quality products consistent with our brand image. We have
strategically located our design studio on 5th Avenue in New York City to ensure that our staff of designers are
immersed in the heart of New York City’s fashion community and have easy access to inspiration from other
high-fashion markets here and abroad. We believe our dual offices in New York City, New York and Columbus,
Ohio provide us a balanced design and merchandising perspective.

We develop 4 seasonal collections per year and then subdivide them so that new products are introduced more
frequently in our stores, providing on-going freshness to the existing merchandise assortment. The seasonal
design process begins approximately 45 weeks in advance of store delivery with a collaborative planning effort
among design, merchandising, manufacturing, planning and allocation, and finance departments.

Sourcing
Our Sourcing Methods

We utilize a broad base of manufacturers located throughout the world that we believe produce goods at the level
of quality that our customers demand and can supply products to us on a timely basis at competitive prices. We
do not own or operate any manufacturing facilities and, as a result, contract with third-party vendors for
production of all of our merchandise. We purchase both apparel and accessories through intermediaries and
directly from manufacturers. Our relationships with direct manufacturers are sometimes supported by
intermediaries who help coordinate our purchasing requirements with the factories. In exchange for a
commission, these buying agents identify suitable vendors and coordinate our purchasing requirements with
vendors by placing orders for merchandise on our bebalf, ensuring the timely delivery of goods to us, obtaining
samples of merchandise produced in factories, inspecting finished merchandise, and carrying out administrative
communications on our behalf.

We purchase the majority of our merchandise outside of the United States through arrangements with
approximately 70 vendors utilizing approximately 335 foreign manufacturing facilities located in approximately
25 countries throughout the world, primarily in Asia and South and Central America. Our top 10 manufacturers,
based on cost, supplied approximately 30% of our merchandise in 2012. We purchase our merchandise using
purchase orders and, therefore, are not subject to long-term production contracts with any of our vendors,
manufacturers, or buying agents.



Quality Assurance and Compliance Monitoring

Each factory, subcontractor, supplier, and agent that manufactures our merchandise is required to adhere to our
Code of Vendor Conduct. This is designed to ensure that each of our suppliers’ operations are conducted in a
legal, ethical, and responsible manner. Our Code of Vendor Conduct requires that each of our suppliers operates
in compliance with applicable wage, benefit, working hours, and other local laws. It also forbids the use of
practices such as child labor or forced labor. We monitor compliance through the use of third parties who
conduct regular factory audits.

Distribution

We centrally distribute our products from distribution centers in Columbus and Groveport, Ohio that are owned
and operated by third parties. Virtually all of our merchandise is received, processed, warehoused, and
distributed through the Columbus distribution facility. Merchandise is typically shipped to our stores and to the
Groveport distribution facility via third-party delivery services multiple times per week, providing them with a
steady flow of new inventory.

The third-party distribution facility in Groveport is used to fulfill all orders placed through our website.
Merchandise at this facility is received from our Columbus distribution facility and sent directly to customers via
third-party delivery services. We believe that this distribution center’s proximity to our home office in Columbus
provides several benefits, including faster replenishment of out-of-stock inventory, more efficient trucking lanes
to our customers, reduced delivery costs, and ease of oversight and management of our third party provider.

Our Stores Locations
As of February 2, 2013, we operated 625 stores in 47 states across the United States, as well as in the District of

Columbia, Puerto Rico, and Canada.

The following store list shows the number of stores we operated in the United States and Puerto Rico as of
February 2, 2013:

M Count Location Count Location Count
Alabama ................ 9 Kentucky ............. 6  NorthDakota .......... 1
Arizona ................. 9 Louisiana ............. 8 Ohio ................. 20
Arkansas ................ 3 Maine ................ 2  Oklahoma ............. 5
California ............... 76  Maryland ............. 12 Oregon ............... 4
Colorado ................ 10 Massachusetts .......... 20 Pennsylvania........... 27
Connecticut . ............. 10 Michigan .............. 20 PuertoRico ............ 3
Delaware ................ 3 Minnesota ............. 12 RhodelIsland ........... 3
District of Columbia . ...... 1 Mississippi ............ 3 SouthCarolina ......... 9
Florida ................. 49  Missouri .............. 11 South Dakota .......... 1
Georgia ................. 19 Nebraska.............. 3 Tennessee ............. 11
Hawaii ................. 1 Nevada ............... 7 Texas ................ 52
Idaho ................... 1 New Hampshire ........ 4 Utah ................. 5
Mlinois . ................. 33 Newlersey ............ 200 Vermont .............. 1
Indiana ................. 11 New Mexico ........... 3 Virginia............... 19
TIowa ................... 7 NewYork ............. 43  Washington . ........... 9
Kansas ................. 4 North Carolina ......... 14  West Virginia 1
Wisconsin ............. 9
Total ................. 614

|



The following store list shows the number of stores we operated in Canada as of February 2, 2013:

Location Count
ATBErta ..ot e 4
British Columbia . ......cvtiirr i 2
1011715 [o XD N _5
Total . ... e e 11

The following store list shows the number of stores operated by our franchisees in the Middle East and Latin
America as of February 2, 2013:

Location Count

Middle East

KUWalt .ottt e et e
United ArabEmirates ...........c.ccoteitiiiiiinnn.
Kingdom of Saudi Arabia ................ ... .. oo
Lebanom . ....vi it e e

—_— N N e

Latin America

PerU .ot e e e

15 o = —

Store Design and Environment

We design our stores to create a distinctive and engaging shopping environment that we believe resonates with
our customers. Our stores feature a vibrant and youthful look, bright signage, and popular music. Our stores are
constructed and finished to allow us to efficiently shift merchandise displays throughout the year as seasons
dictate. In July 2011, we introduced a new store design that is consistent with our design philosophy. This new
store design was utilized for new and remodeled stores beginning in 2012. As of February 2, 2013, we operate
44 stores in the new design format. To further enhance our customers’ experience, we seek to attract enthusiastic
store associates who are knowledgeable about our products and able to offer superior customer service and
expertise. We believe that our store atmosphere enhances our brand as a provider of the latest fashions.

Competition

The specialty apparel retail market is highly competitive. We compete with other brick-and-mortar and e-
commerce retailers that engage in the retail sale of women’s and men’s apparel, accessories, and similar
merchandise. We compete on the basis of a combination of factors, including, among others, breadth, quality,
price, and style of merchandise offered, in-store and on-line experience, level of customer service, and brand
image. See “Competitive Strengths” for a description of how we believe we differentiate ourselves from our
competitors. Our success depends in substantial part on our ability to anticipate and respond quickly to fashion
trends, maintain the strength of the Express brand in the United States, and increase awareness of the Express
brand globally.

Store Management and Training

We believe that our store managers and associates are important to our success. On average, our store managers
have been with Express for 7 years. We believe our managers and associates deliver a superior shopping
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experience as a result of the training we provide, the culture of accountability we foster, the incentives we offer,
and the decision-making authority we grant to store managers.

Marketing and Brand Building

We use a variety of marketing vehicles to increase customer traffic and build brand loyalty. These include direct
mail offers, e-mail communications, in-store promotions, print, television and digital advertising, and social
networking sites, such as Facebook and Twitter. We offer a private-label credit card through an agreement with
World Financial Network National Bank (“WFNNB”) under which WFNNB owns the credit card accounts and
Alliance Data Systems Corporation provides services to our private-label credit card customers. All of our
proprietary credit cards carry the Express logo. We also have a tender-agnostic customer loyalty program,
Express NEXT, that offers customers the opportunity to earn rewards in conjunction with purchases of Express
product and other engagement with the Express brand. We believe the Express NEXT program encourages
frequent store and website visits and promotes multiple-item purchases, thereby cultivating customer loyalty to
the Express brand, resulting in a potential for increased sales.

Technology

We actively look for ways to use technology to improve the customer experience, both in-store and on-line, and
differentiate ourselves from competitors. After the Christmas holiday, we transitioned our website hosting from a
third party to an internal team that will utilize a platform customized to our specific needs. This will enhance
overall system performance, provide improved analytics and more creative control, and enable delivery of a more
seamless experience between our stores and website. Online sales are currently supported from the store point-of-
sale system. Over time, this enhanced platform will enable us to offer additional features, such as placing orders
online and picking up selections at a designated store.

Our digital marketing efforts include the use of social media and mobile applications. They are designed to reach
our customers using the communication and shopping channels widely adopted by our customers. As a result, we
can more successfully keep our brand front of mind and also make it easier for customers to purchase from us.

Our information technology systems provide a full range of business process support and information to our
store, merchandising, financial, and real estate business teams. We utilize a combination of customized and
industry standard software systems to provide various functions related to point-of-sale, inventory management,
design, planning and allocation, and financial reporting. During 2012, we made additional investments to
upgrade our general ledger, stock ledger, and allocation systems to provide additional capabilities to support our
4 growth pillars, particularly international expansion. Looking ahead, we anticipate additional capital
expenditures for upgrades to our human resources information and merchandise management systems to further
support our 4 growth pillars.

Intellectual Property

The Express trademark and certain variations thereon, such as Express World Brand, are registered or are subject
to pending trademark applications with the United States Patent and Trademark Office and/or with the registries
of many foreign countries. In addition, we own domain names, including express.com which include our primary
trademarks. We believe our material trademarks have significant value, and we vigorously protect them against
infringement.

Regulation and Legislation

We are subject to labor and employment laws, including minimum wage requirements, laws governing
advertising and promotions, privacy laws, safety regulations, and other laws, such as consumer protection
regulations that govern product standards and regulations with respect to the operation of our stores. We monitor
changes in these laws and believe that we are in material compliance with applicable laws.
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Substantially all of our products are manufactured outside the United States. These products are imported and are
subject to United States customs laws, which impose tariffs as well as import quota restrictions for textiles and
apparel. Some of our imported products are eligible for duty-advantaged programs. While importation of goods
from foreign countries from which we buy our products may be subject to embargo by United States customs
authorities if shipments exceed quota limits, we closely monitor import quotas and believe we have a diversified
sourcing network to allow us to efficiently shift production to factories located in countries with a similar
manufacturing base if necessary.

Employees

We currently employ approximately 17,000 associates. Approximately 700 employees are based at our home
office locations in either Columbus or New York City, approximately 70 are field-based regional or district
managers, approximately 1,600 are in-store managers or co-managers, and approximately 14,500 are in-store
sales associates. None of our employees are represented by a union, and we have had no labor-related work
stoppages. We believe our relations with our employees are good.

Seasonality

Our business is seasonal and, historically, we have realized a higher portion of our net sales and net income in the
third and fourth quarters due primarily to early Fall selling patterns as well as the impact of the holiday season. In
2012, approximately 56% of our net sales were generated in the Fall season (third and fourth quarters), while
approximately 44% were generated in the Spring season (first and second quarters). Cash needs are typically
higher in the first and third quarters due to inventory-related working capital requirements for early Fall and
holiday selling periods. Our business is also subject, at certain times, to calendar shifts, which may occur during
key selling periods close to holidays such as Easter, Thanksgiving, and Christmas, and regional fluctuations for
events such as sales tax holidays.

Available Information

We make available, free of charge, on our website, www.express.com, copies of our annual reports on

Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to these reports
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act of 1934”), as soon as reasonably practicable after filing such material electronically with, or
otherwise furnishing it to, the SEC. The SEC maintains a website that contains electronic filings at www.sec.gov.
In addition, the public may read and copy any materials we file with the SEC at the SEC’s Public Reference
Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800-SEC-0330. The reference to our website address does not
constitute incorporation by reference of the information contained on the website. Additionally, the information
contained on our website is not part of this Annual Report on Form 10-K.

ITEM 1A.RISK FACTORS.

Our business faces a number of risks. The risks described below are the items of most concern to us, however
these are not all of the risks we face. Additional risks and uncertainties not presently known to us or that we
currently consider immaterial may also impair our business operations.

RISK FACTORS

Our business is sensitive to consumer spending and general economic conditions, and a continued or further
economic slowdown could adversely affect our financial performance.

Consumer purchases of discretionary retail items, including our products, generally decline during recessionary
periods and other periods where disposable income is adversely affected. Our performance is subject to factors
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that affect domestic and worldwide economic conditions, including employment, consumer debt, reductions in
net worth, residential real estate and mortgage markets, taxation, fuel and energy prices, interest rates, consumer
confidence, value of the United States dollar versus foreign currencies, and other macroeconomic factors. A
deterioration in economic conditions or increasing unemployment levels may reduce the level of consumer
spending and inhibit consumers’ use of credit, which may adversely affect our revenues and profits. In
recessionary periods, we may have to increase the number of promotional sales or otherwise dispose of inventory
for which we have previously paid to manufacture, which could adversely affect our profitability. Our financial
performance is particularly susceptible to economic and other conditions in regions or states where we have a
significant number of stores. A deterioration of economic conditions or slowdown in the economy could
adversely affect shopping center traffic and new shopping center development and could materially adversely
affect us.

In addition, recessionary periods may exacerbate some of the risks noted below, including consumer demand,
strain on available resources, store growth, interruption of the flow of merchandise from key vendors, and
foreign exchange rate fluctuations. The risks could be exacerbated individually or collectively.

Our business is highly dependent upon our ability to identify and respond to new and changing fashion trends,
customer preferences and other related factors, and our inability to identify and respond to these new trends
may lead to inventory markdowns and write-offs, which could adversely affect us and our brand image.

Our focus on fashion-conscious young women and men means that we have a target market of customers whose
preferences cannot be predicted with certainty and are subject to change. Our success depends in large part upon
our ability to effectively identify and respond to changing fashion trends and consumer demands and to translate
market trends into appropriate, saleable product offerings. Our failure to identify and react appropriately to new
and changing fashion trends or tastes, or to accurately forecast demand for certain product offerings could lead
to, among other things, excess or insufficient amounts of inventory, markdowns, and write-offs, which could
materially adversely affect our business and our brand image. Because our success depends significantly on our
brand image, damage to our brand image as a result of our failure to respond to changing fashion trends could
have a negative impact on us.

We often place orders for the manufacture and purchase of merchandise well ahead of the season in which that
merchandise will be sold. Therefore, we are vulnerable to changes in consumer preference and demand between
the time we design and order our merchandise and the season in which this merchandise will be sold. There can
be no assurance that our new product offerings will have the same level of acceptance as our product offerings in
the past or that we will be able to adequately and timely respond to the preferences of our customers. The failure
of any new product offerings to appeal to our customers could have a material adverse effect on our business,
results of operations, and financial condition.

Our sales and profitability fluctuate on a seasonal basis and are affected by a variety of other factors.

Our sales and results of operations are affected by a variety of factors, including fashion trends, changes in our
merchandise mix, the ratio of online sales to store sales, the effectiveness of our inventory management, actions
of competitors or mall anchor tenants, holiday or seasonal periods, changes in general economic conditions and
consumer spending patterns, the timing of promotional events, customer traffic and weather conditions. As a
result, our results of operations fluctuate on a quarterly basis and relative to corresponding periods in prior years,
and any of these factors could adversely affect our business and could cause our results of operations to decline.
For example, our third and fourth quarter net sales are impacted by early Fall shopping trends and the holiday
season. Any significant decrease in net sales during the early Fall selling period or the holiday season would have
a material adverse effect on us. In addition, in order to prepare for these seasons, we must order and keep in stock
significantly more merchandise than we carry during other parts of the year. This inventory build-up may require
us to expend cash faster than we generate it by our operations during this period. Any unanticipated decrease in
demand for our products during these peak shopping seasons could require us to sell excess inventory at a
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substantial markdown, which could have a material adverse effect on our business, profitability, ability to repay
indebtedness, and our brand image with customers.

We could face increased competition from other retailers that could adversely affect our ability to generate
higher net sales and our ability to obtain favorable store locations.

We face substantial competition in the specialty retail apparel and accessory industry. We compete with other
brick-and-mortar and e-commerce retailers that engage in the retail sale of women’s and men’s apparel,
accessories, and similar merchandise. We compete on the basis of a combination of factors, including, among
others, breadth, quality, price, and style of merchandise offered, in-store and on-line experience, level of
customer service, ability to offer new and emerging fashion trends, and brand image. Our success depends in
substantial part on our ability to anticipate and respond quickly to fashion trends, maintain the strength of the
Express brand in the United States, and increase awareness for the Express brand globally.

Some of our competitors have greater financial, marketing, and other resources available. In many cases, our
competitors sell their products in stores that are located in the same shopping malls or lifestyle centers as our
stores. In addition to competing for sales, we compete for favorable site locations and lease terms in shopping
malls and lifestyle centers, and our competitors may be able to secure more favorable locations than us as a result
of their relationships with, or appeal to, landlords. We also compete with other retailers for personnel. Our
competitors may also sell substantially similar products at reduced prices through the Internet or through outlet
centers or discount stores, increasing the competitive pricing pressure for those products. We cannot assure you
that we will continue to be able to compete successfully against existing or future competitors. Our expansion
into markets served by our competitors and entry of new competitors or expansion of existing competitors into
our markets could have a material adverse effect on us.

Our ability to attract customers to our stores that are located in malls or other shopping centers depends
heavily on the success of these malls and shopping centers, and any decrease in customer traffic in these malls
or shopping centers could cause our net sales to be less than expected.

A significant number of our stores are located in malls and other shopping centers. Sales at these stores are
dependent, to a significant degree, upon the volume of traffic in those shopping centers and the surrounding area.
Our stores benefit from the ability of a shopping center’s other tenants, particularly anchor stores, such as
department stores, to generate consumer traffic in the vicinity of our stores and the continuing popularity of the
shopping center as a shopping destination. Our sales volume and traffic generally may be adversely affected by,
among other things, a decrease in popularity of malls or other shopping centers in which our stores are located,
the closing of anchor stores important to our business, a decline in popularity of other stores in the malls or other
shopping centers in which our stores are located, or a deterioration in the financial condition of shopping center
operators or developers which could, for example, limit their ability to finance tenant improvements for us and
other retailers. A reduction in consumer traffic as a result of these or any other factors, or our inability to obtain
or maintain favorable store locations within malls or other shopping centers, could have a material adverse effect
on us.

We do not own or operate any manufacturing facilities and therefore depend upon independent third parties
for the manufacture of all of our merchandise, and any inability of a manufacturer to ship goods to our
specifications or to operate in compliance with applicable laws could negatively impact our business.

We do not own or operate any manufacturing facilities. As a result, we are dependent upon our timely receipt of -
quality merchandise from third-party manufacturers. A manufacturer’s inability to ship orders to us in a timely
manner or meet our quality standards could cause delays in responding to consumer demands and negatively
affect consumer confidence in the quality and value of our brand or negatively impact our competitive position,
all of which could have a material adverse effect on our financial condition or results of operations. Furthermore,
we are susceptible to increases in sourcing costs, which we may not be able to pass on to customers, and changes
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in payment terms from manufacturers, which could adversely affect our financial condition or results of
operations.

Failure by our manufacturers to comply with our guidelines also exposes us to various risks, including with
respect to use of acceptable labor practices and compliance with applicable laws. We do not independently
investigate whether our vendors and manufacturers use acceptable labor practices and comply with applicable
laws, such as child labor and other labor laws, and instead rely on audits performed by several third-party
auditors. Our business may be negatively impacted should any of our manufacturers experience an interruption in
operations, including due to labor disputes and failure to comply with laws, and our business may suffer from
negative publicity for using manufacturers that do not engage in acceptable labor, environmental, or other
socially responsible practices or fail to comply with applicable laws. Any of these results could harm our brand
image and have a material adverse effect on our business and growth.

The raw materials used to manufacture our products and our distribution and labor costs are subject to
availability constraints and price volatility, which could result in increased costs.

The raw materials used to manufacture our merchandise are subject to availability constraints and price volatility
caused by high demand for cotton, high demand for petroleum-based synthetic and other fabrics, weather
conditions, supply conditions, government regulations, economic climate, and other unpredictable factors.

In addition, our transportation and labor costs are subject to price volatility caused by the price of oil, supply of
labor, governmental regulations, economic climate and other unpredictable factors. Increases in the demand for,
or the price of, raw materials used to manufacture our merchandise and increases in transportation and labor costs
could each have a material adverse effect on our cost of sales or our ability to meet our customers’ needs. We
may not be able to pass all or a material portion of such higher raw material costs on to our customers, which
could negatively impact our profitability. Any material costs that are passed on to customers may result in a
reduction in our net sales.

The interruption of the flow of merchandise from international manufacturers could disrupt our supply chain.

We purchase the majority of our merchandise outside of the United States through arrangements with
approximately 70 vendors, utilizing approximately 335 foreign manufacturing facilities located throughout the
world, primarily in Asia and Central and South America. Political, social or economic instability in Asia, Central
or South America, or in other regions in which our manufacturers are located, could cause disruptions in trade,
including exports. Other events that could also cause disruptions to exports include:

» the imposition of additional trade law provisions or regulations;

 the imposition of additional duties, tariffs, and other charges on imports and exports;

* quotas imposed by bilateral textile agreements;

» foreign currency fluctuations;

e natural disasters;

* restrictions on the transfer of funds;

= the financial instability or bankruptcy of manufacturers; and

* significant labor disputes, such as dock strikes.
We cannot predict whether the countries in which our merchandise is manufactured, or may be manufactured in
the future, will be subject to new or additional trade restrictions imposed by the United States or other foreign

governments, including the likelihood, type, or effect of any such restrictions. Trade restrictions, including new
or increased tariffs or quotas, embargos, safeguards, and customs restrictions against apparel items, as well as
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United States or foreign labor strikes and work stoppages or boycotts, could increase the cost or reduce the
supply of apparel available to us and adversely affect our business, financial condition, or results of operations.

If we encounter difficulties associated with distribution facilities or if they were to shut down for any reason,
we could face shortages of inventory, delayed shipments to our online customers, and harm to our reputation.
Any of these issues could have a material adverse effect on our business operations.

Our distribution facilities are operated by third parties. Our Columbus facility operates as our central distribution
facility and supports our entire domestic business, as all of our merchandise is shipped to the central distribution
facility from our vendors and is then packaged and shipped to our stores or the e-commerce distribution facility
in Groveport for further distribution to our online customers. The success of our stores and the satisfaction of our
online customers depend on their timely receipt of merchandise. The efficient flow of our merchandise requires
that the third parties who operate the distribution facilities have adequate capacity in both distribution facilities to
support our current level of operations and any anticipated increased levels that may follow from the growth of
our business. If we encounter difficulties with the distribution facilities or in our relationships with the third
parties who operate the facilities, or if either facility were to shut down for any reason, including as a result of
fire or other natural disaster or work stoppage, we could face shortages of inventory, resulting in “out of stock”
conditions in our stores, incur significantly higher costs and longer lead times associated with distributing our
products to both our stores and online customers, and experience dissatisfaction from our customers. Any of
these issues could have a material adverse effect on our business and harm our reputation.

We rely upon independent third-party transportation providers for substantially all of our product shipments
and are subject to increased shipping costs as well as the potential inability of our third-party transportation
providers to deliver on a timely basis.

We currently rely upon independent third-party transportation providers for substantially all of our product
shipments, including shipments to and from all of our stores and to our customers. Our utilization of these
delivery services for shipments is subject to risks, including increases in fuel prices, which would increase our
shipping costs, and employee strikes and inclement weather, which may impact a shipping company’s ability to
provide delivery services that adequately meet our shipping needs. If we change the shipping companies we use,
we could face logistical difficulties that could adversely affect deliveries, and we would incur costs and expend
resources in connection with such change. Moreover, we may not be able to obtain terms as favorable as those
received from our current independent third-party transportation providers which, in turn, would increase our
COSts.

We depend on key executive management and may not be able to retain or replace these individuals or recruit
additional personnel, which could harm our business.

We depend on the leadership and experience of our key executive management. The loss of the services of any of
our executive management members could have a material adverse effect on our business and prospects, as we
may not be able to find suitable individuals to replace such personnel on a timely basis or without incurring
increased costs, or at all. We believe that our future success will depend greatly on our continued ability to attract
and retain highly skilled and qualified personnel. There is a high level of competition for experienced, successful
personnel in the retail industry. Our inability to meet our staffing requirements in the future could impair our
growth and harm our business.

Our growth strategy, including our international expansion plan, is dependent on a number of factors, any of
which could strain our resources or delay or prevent the successful penetration into new markets.

Our growth strategy is partially dependent on opening new stores across North America, remodeling existing
stores in a timely manner and operating them profitably. Additional factors required for the successful
implementation of our growth strategy include, but are not limited to, obtaining desirable store locations,

14



negotiating acceptable leases, completing projects on budget, supplying proper levels of merchandise and
successfully hiring and training store managers and sales associates. In order to optimize profitability for new
stores, we must secure desirable retail lease space when opening stores in new and existing markets. We must
choose store sites, execute favorable real estate transactions on terms that are acceptable to us, hire competent
personnel and effectively open and operate these new stores. We historically have received landlord allowances
for store build outs, which offset certain capital expenditures we must make to open a new store. If landlord
allowances cease to be available to us in the future or are decreased, opening new stores would require more
capital outlay, which could adversely affect our ability to continue opening new stores. To the extent we open
new stores in markets where we have existing stores, our existing stores in those markets may experience
reduced net sales.

Additionally, we plan to expand our business internationally through franchise agreements, joint ventures, and
company-owned and operated stores in select markets, and these plans could be negatively impacted by a variety
of factors. We may be unable to find acceptable partners with whom we can enter into agreements with, negotiate
acceptable terms for these agreements, and gain acceptance from consumers outside of the United States.
Franchise agreements also create the inherent risk as to whether such third parties are able to both effectively
operate the businesses and appropriately project our brand image in their respective markets. Ineffective or
inappropriate operation of the franchise businesses or projection of our brand image could create difficulties in
the execution of our international expansion plan.

Our domestic growth and international expansion plans will place increased demands on our financial,
operational, managerial, and administrative resources. These increased demands may cause us to operate our
business less efficiently, which in turn could cause deterioration in the performance of our existing stores.
Furthermore, relating to our international expansion, our ability to conduct business in international markets may
be affected by legal, regulatory, political, and economic risks, including our unfamiliarity with local business and
legal environments in other areas of the world. Our international expansion strategy and success could also be
adversely impacted by the global economy, as well as by fluctuations in the value of the dollar against foreign
currencies. Our planned growth will also require additional infrastructure for the development, maintenance, and
monitoring of new stores and our e-commerce business. In addition, if our current management systems and
information systems are insufficient to support this expansion, our ability to open new stores and to manage our
existing stores, e-commerce business, and franchise arrangements would be adversely affected. If we fail to
continue to improve our infrastructure, we may be unable to implement our growth strategy or maintain current
levels of operating performance in our existing stores.

Our business depends in part on a strong brand image, and if we are not able to maintain and enhance our
brand, particularly in new markets where we have limited brand recognition, we may be unable to attract
sufficient numbers of customers to our stores or sell sufficient quantities of our products.

Our ability to maintain our reputation is critical to our brand image. Our reputation could be jeopardized if we
fail to maintain high standards for merchandise quality and integrity. Any negative publicity about these types of
concerns may reduce demand for our merchandise. Failure to maintain high ethical, social, and environmental
standards for all of our operations and activities or adverse publicity regarding our responses to these concerns
could also jeopardize our reputation. Failure to comply with local laws and regulations, to maintain an effective
system of internal controls, or to provide accurate and timely financial statement information could also hurt our
reputation. Damage to our reputation or loss of consumer confidence for any of these reasons could have a
material adverse effect on our business, financial condition, and results of operations, as well as require
additional resources to rebuild our reputation.

We are subject to risks associated with leasing substantial amounts of space, including future increases in
occupancy costs.

We lease all of our store locations, our corporate offices and our central distribution facility. We typically occupy
our stores under operating leases with terms of ten years, with options to renew for additional multi-year periods
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thereafter. In the future, we may not be able to negotiate favorable lease terms. Our inability to do so may cause
our occupancy costs to be higher in future years or may force us to close stores in desirable locations.

Some of our leases have early cancellation clauses, which permit the lease to be terminated by us or the landlord
if certain sales levels are not met in specific periods or if the center does not meet specified occupancy standards.
In addition to future minimum lease payments, some of our store leases provide for additional rental payments
based on a percentage of net sales, or “percentage rent,” if sales at the respective stores exceed specified levels,
as well as the payment of common area maintenance charges, real property insurance, and real estate taxes. Many
of our lease agreements have defined escalating rent provisions over the initial term and any extensions. As we
expand our store base, our lease expense and our cash outlays for rent under the lease terms will increase.

We depend on cash flow from operations to pay our lease expenses. If our business does not generate sufficient
cash flow from operating activities to fund these expenses, we may not be able to service our lease expenses,
which could materially harm our business.

If an existing or future store is not profitable, and we decide to close it, we may nonetheless be committed to
perform our obligations under the applicable lease including, among other things, paying the base rent for the
balance of the lease term. Moreover, even if a lease has an early cancellation clause, we may not satisfy the
contractual requirements for early cancellation under that lease. Our inability to enter into new leases or renew
existing leases on terms acceptable to us or be released from our obligations under leases for stores that we close
could materially adversely affect us.

We rely on third parties to provide us with certain key services for our business. If any of these third parties
fails to perform their obligations to us or declines to provide services to us in the future, we may suffer a
disruption to our business. Furthermore, we may be unable to provide these services or implement substitute
arrangements on a timely and cost-effective basis on terms favorable to us.

We rely on many different third parties to provide us with certain key services. For example, we rely on a third
party to operate our central distribution facility in Columbus, Ohio and to provide certain inbound and outbound
transportation and delivery services, distribution services, customs, and brokerage services. We also rely on
another third party to provide us with logistics and other services related to our e-commerce operations. In
connection with our sourcing activities, we rely on approximately 70 buying agents and vendors to help us source
products from approximately 335 manufacturing facilities, and in connection with our marketing activities, we
rely on a third parties to administer our customer database, our loyalty program, and our gift cards. We also rely
on a third party to administer our payroll. If any of these third parties fails to perform their obligations to us or
declines to provide services to us in the future, we may suffer a disruption to our business. Furthermore, we may
be unable to provide these services or implement substitute arrangements on a timely and cost-effective basis on
terms favorable to us.

We rely significantly on information systems and any failure, inadequacy, interruption, or security failure of
those systems could harm our ability to effectively operate our business, harm our net sales, increase our
expenses, and harm our reputation.

Our ability to effectively manage and maintain our inventory, ship products to our stores and our customers on a
timely basis, communicate with our customers, and conduct customer transactions depends significantly on our
information systems. To manage the growth of our operations, we will need to continue to improve and expand
our operational and financial systems, real estate management systems, transaction processing, internal controls,
and business processes. In doing so, we could encounter implementation issues and incur substantial additional
expenses. The failure of our information systems to operate effectively, problems with transitioning to upgraded
or replacement systems or expanding them into new stores, or a breach in security of these systems could
adversely impact the promptness and accuracy of our merchandise distribution, transaction processing, financial
accounting and reporting, the efficiency of our operations, and our ability to properly forecast earnings and cash
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requirements. We could be required to make significant additional expenditures to remediate any such failure,
problem, or breach. Such events may have a material adverse effect on us.

We sell merchandise over the Internet through our website, express.com. Our Internet operations may be affected
by our reliance on third-party hardware and software providers, technology changes, risks related to the failure of
computer systems that operate the Internet business, telecommunications failures, electronic break-ins, and
similar disruptions. Furthermore, our ability to conduct business on the Internet may be affected by liability for
online content, patent infringement, and state and federal privacy laws.

Experienced computer programmers and hackers, or even internal users, may be able to penetrate our network
security and misappropriate our confidential information or that of third parties, including our customers, create
system disruptions or cause shutdowns. In addition, employee error, malfeasance or other errors in the storage,
use, or transmission of any such information could result in a disclosure to third parties outside of our network.
As a result, we could incur significant expenses addressing problems created by any such inadvertent disclosure
or any security breaches of our network. This risk is heightened because we collect and store customer
information, including credit card information, and use certain customer information for marketing purposes.
Any compromise of customer information could subject us to customer or government litigation and harm our
reputation, which could adversely affect our business and growth.

There are claims made against us from time to time that can result in litigation or regulatory proceedings
which could distract management from our business activities and result in significant liability.

We face the risk of litigation and other claims against us. Litigation and other claims arise in the ordinary course
of our business and include commercial disputes, intellectual property issues, consumer protection and privacy
matters, product-oriented allegations, employee claims, and premise liability claims. Express, LLC is named as a
defendant in a purported class action lawsuit alleging claims under the Fair Labor Standards Act and other state
labor law violations. See Note 15 to our Consolidated Financial Statements included in “Item 8. Financial
Statements and Supplementary Data” in Part II of this Annual Report on Form 10-K. Any claims could result in
litigation against us and could also result in regulatory proceedings being brought against us by various federal
and state agencies that regulate our business, including the United States Equal Employment Opportunity
Commission. Often these cases raise complex factual and legal issues, which are subject to risks and
uncertainties and which could require significant management time. Litigation and other claims and regulatory
proceedings against us could result in unexpected expenses and liability, and could also materially adversely
affect our operations and our reputation.

In addition, we may be subject to liability if we infringe the trademarks or other intellectual property rights of
third parties. If we were to be found liable for any such infringement, we could be required to pay substantial
damages and could be subject to injunctions preventing further infringement. Such infringement claims could
harm our brand image and any payments we are required to make and any injunctions we are required to comply
with as a result of such infringement actions could adversely affect our financial results.

Changes in laws, including employment laws and laws related to our merchandise, could make conducting
our business more expensive or otherwise change the way we do business.

We are subject to numerous regulations, including labor. and employment, product safety, customs, consumer
protection, privacy, and zoning and occupancy laws and ordinances that regulate retailers generally and/or
govern the importation, promotion, and sale of merchandise, and the operation of stores and warehouse facilities.
If these regulations were to change or were violated by our management, employees, vendors, buying agents, or
trading companies, the costs of certain goods could increase, or we could experience delays in shipments of our
goods, be subject to fines or penalties, or suffer reputational harm, which could reduce demand for our
merchandise and hurt our business and results of operations.
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In addition to increased regulatory compliance requirements, changes in laws could make ordinary conduct of
our business more expensive or require us to change the way we do business. For example, changes in federal
and state minimum wage laws could raise the wage requirements for certain of our employees. Other laws related
to employee benefits and treatment of employees, including laws related to limitations on employee hours,
supervisory status, leaves of absence, mandated health benefits, or overtime pay, could also negatively impact us,
such as by increasing compensation and benefits costs for overtime and medical expenses.

Moreover, changes in product safety or other consumer protection laws or environmental laws could lead to
increased costs to us for certain merchandise or additional costs associated with readying merchandise for sale. It
is often difficult for us to plan and prepare for potential changes to applicable laws and future actions or
payments related to such changes could be material to us.

We may be unable to protect our trademarks or other intellectual property rights and may be precluded from
using trademarks in certain countries, which could harm our business.

We rely on certain trademark registrations and common law trademark rights to protect the distinctiveness of our
brand. However, there can be no assurance that the actions we have taken to establish and protect our trademarks
will be adequate to prevent imitation of our trademarks by others or to prevent others from claiming that sales of
our products infringe, dilute, or otherwise violate third-party trademarks or other proprietary rights in order to
block sales of our products.

The laws of certain foreign countries may not protect the use of unregistered trademarks to the same extent as do
the laws of the United States. As a result, international protection of our brand image may be limited, and our
right to use our trademarks outside the United States could be impaired. Other persons or entities may have rights
to trademarks that contain portions of our marks or may have registered similar or competing marks for apparel
and/or accessories in foreign countries. There may also be other prior registrations of trademarks identical or
similar to our trademarks in other foreign countries. Accordingly, it may be possible for others to prevent the sale
or manufacture of our branded goods in certain foreign countries. Our inability to register our trademarks or
purchase or license the right to use the relevant trademarks or logos in these jurisdictions could limit our ability
to penetrate new markets in jurisdictions outside the United States.

Litigation may be necessary to protect our trademarks and other intellectual property rights, to enforce these
rights, or to defend against claims by third parties alleging that we infringe, dilute, or otherwise violate third-
party trademark or other intellectual property rights. Any litigation or claims brought by or against us, whether
with or without merit, or whether successful or not, could result in substantial costs and diversion of our
resources, which could have a material adverse effect on our business, financial condition, results of operations,
or cash flows. Any intellectual property litigation or claims against us could result in the loss or compromise of
our intellectual property rights, could subject us to significant liabilities, require us to seek licenses on
unfavorable terms, if available at all, prevent us from manufacturing or selling certain products, and/or require us
to redesign or re-label our products or rename our brand, any of which could have a material adverse effect on
our business, financial condition, results of operations, or cash flows.

Our substantial indebtedness and lease obligations could adversely affect our financial flexibility and our
competitive position.

We have, and we will continue to have, a significant amount of indebtedness. As of February 2, 2013, we had
$198.8 million of outstanding indebtedness (net of unamortized original issue discounts of $2.0 million). As of
February 2, 2013, we had no borrowings outstanding and $195.8 million available under our $200.0 million
secured Asset-Based Loan Credit Agreement (the “Revolving Credit Facility”). Our substantial level of
indebtedness increases the risk that we may be unable to generate cash sufficient to pay amounts due in respect
of our indebtedness. We also have, and will continue to have, significant lease obligations. As of February 2,
2013, our minimum annual rental obligations under long-term lease arrangements for 2013 and 2014 were $202.4
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million and $174.1 million, respectively. Our substantial indebtedness and lease obligations could have important
consequences and significant effects on our business. For example, they could:

* increase our vulnerability to adverse changes in general economic, industry, and competitive
conditions;

* require us to dedicate a substantial portion of our cash flow from operations to make payments on our
indebtedness and leases, thereby reducing the availability of our cash flow to fund working capital,
capital expenditures, and other general corporate purposes;

* limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we
operate;

* restrict us from exploiting business opportunities;

* make it more difficult to satisfy our financial obligations, including payments on our indebtedness;

* place us at a disadvantage compared to our competitors that have less debt and lease obligations; and

* limit our ability to borrow additional funds for working capital, capital expenditures, acquisitions, debt

service requirements, execution of our business strategy, or other general corporate purposes.

In addition, our existing credit agreements and the indenture governing the 8 3/4% Senior Notes (“Senior Notes™)
contain, and the agreements evidencing or governing other future indebtedness may contain, restrictive covenants
that will limit our ability to engage in activities that may be in our long-term best interests. Our failure to comply
with those covenants could result in an event of default which, if not cured or waived, could result in the
acceleration of all of our indebtedness.

Our indebtedness may restrict our current and future operations, which could adversely affect our ability to
respond to changes in our business and to manage our operations.

Our existing credit agreement and the indenture governing the Senior Notes contain financial restrictions on us
and our restricted subsidiaries, including restrictions on our or our restricted subsidiaries’ ability to, among other
things:

» place liens on our or our restricted subsidiaries’ assets;
» make investments other than permitted investments;
* incur additional indebtedness;
* prepay or redeem certain indebtedness;
* merge, consolidate or dissolve;
» sell assets;
* engage in transactions with affiliates;
* change the nature of our business;
» change our or our subsidiaries’ fiscal year or organizational documents; and
* make restricted payments (including certain equity issuances).
In addition, in the agreement governing our Revolving Credit Facility, we are required to maintain a fixed charge

coverage ratio of 1.00 to 1.00, if excess availability plus eligible cash collateral is less than 10% of the borrowing
base for 15 consecutive days.

A failure by us or our subsidiaries to comply with the covenants or to maintain the required financial ratios
contained in the agreements governing our indebtedness could result in an event of default under such
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indebtedness, which could adversely affect our ability to respond to changes in our business and manage our
operations. Additionally, a default by us under one agreement covering our indebtedness may trigger cross-
defaults under another agreement covering our indebtedness. Upon the occurrence of an event of default or cross-
default under any of the agreements governing our indebtedness, the lenders could elect to declare all amounts
outstanding to be due and payable and exercise other remedies as set forth in the agreements. If any of our
indebtedness were to be accelerated, there can be no assurance that our assets would be sufficient to repay this
indebtedness in full, which could have a material adverse effect on our ability to continue to operate as a going
concern. See the “Liquidity and Capital Resources” for further information relating to our indebtedness.

Our results may be adversely affected by fluctuations in energy costs.

Energy costs have fluctuated dramatically in the past. These fluctuations may result in an increase in our
transportation costs for distribution, utility costs for our retail stores, and costs to purchase product from our
manufacturers. A rise in energy costs could adversely affect consumer spending and demand for our products and
increase our operating costs, both of which could have a material adverse effect on our financial condition and
results of operations.

Changes in taxation requirements or the results of tax audits could adversely affect our financial results.

In connection with the Reorganization, we elected to be treated as a corporation under Subchapter C of Chapter 1
of the Internal Revenue Code of 1986, as amended (the “Code”), effective May 2, 2010, which subjects us to
additional taxes and risks, including tax on our income. In addition, we may be subject to periodic audits by the
Internal Revenue Service and other taxing authorities. These audits may challenge certain of our tax positions,
such as the timing and amount of deductions and allocations of taxable income to the various jurisdictions. These
additional taxes and the results of any tax audits could adversely affect our financial results.

In addition, we are subject to income tax in numerous jurisdictions, and in the future as a result of our expansion
we may be subject to income tax in additional jurisdictions, including international and domestic locations. Our
products are subject to import and excise duties and/or sales or value-added taxes in many jurisdictions.
Fluctuations in tax rates and duties could have a material adverse effect on our financial condition, results of
operations, or cash flows.

We may recognize impairment on long-lived assets.

Our long-lived assets, primarily stores and intangible assets, are subject to periodic testing for impairment. Store
assets are reviewed using factors including, but not limited to, our future operating plans and projected future
cash flows. Failure to achieve our future operating plans or generate sufficient levels of cash flow at our stores
could result in impairment charges on long-lived assets, which could have a material adverse effect on our
financial condition or results of operations.

Antitakeover provisions in our charter documents and Delaware law might discourage or delay acquisition
attempts for us that our stockholders might consider favorable.

Our certificate of incorporation and bylaws contain provisions that may make the acquisition of our company
more difficult without the approval of our Board of Directors. These provisions:

o establish a classified Board of Directors so that not all members of our Board of Directors are elected at
one time;

+ authorize the issuance of undesignated preferred stock, the terms of which may be established, and the
shares of which may be issued without stockholder approval, and which may include super voting,
special approval, dividend, or other rights or preferences superior to the rights of the holders of
common stock;
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* prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a
meeting of our stockholders; and

» establish advance notice requirements for nominations for elections to our Board of Directors or for
proposing matters that can be acted upon by stockholders at stockholder meetings.

Our certificate of incorporation also contains a provision that provides us with protections similar to Section 203
of the Delaware General Corporate Law, that will prevent us from engaging in a business combination with a
person who acquires at least 15% of our common stock for a period of 3 years from the date such person acquired
such common stock, unless Board of Directors or stockholder approval is obtained prior to the acquisition. These
antitakeover provisions and other provisions under Delaware law could discourage, delay, or prevent a
transaction involving a change in control of our company, even if doing so would benefit our stockholders. These
provisions could also discourage proxy contests and make it more difficult for you and other stockholders to elect
directors of your choosing and to cause us to take other corporate actions you desire.

Our ability to pay dividends and repurchase shares is subject to restrictions in our existing credit
arrangements, results of operations, and capital requirements.

Any determination to pay dividends or repurchase additional shares in the future will be at the discretion of our
Board of Directors and will depend upon our results of operations, our financial condition, contractual
restrictions, restrictions imposed by applicable law, and other factors our Board of Directors deems relevant. Our
ability to pay dividends on or repurchase our common stock is limited by agreements governing our indebtedness
and may be further restricted by the terms of any of our future debt or preferred securities. Additionally, because
we are a holding company, our ability to pay dividends on our common stock is limited by restrictions on the
ability of our subsidiaries to pay dividends or make distributions to us, including restrictions under the terms of
the agreements governing our indebtedness.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.

ITEM 2. PROPERTIES.
Home Office, Distribution Center, and Design Studio

The lease for our executive office space in Columbus, Ohio is scheduled to terminate April 30, 2016, but may be
extended by us for an additional five years through April 2021. The lease for our design offices in New York
City expires in July 2026.

The lease for our distribution facility is scheduled to terminate in April 2021, but may be terminated by either
party upon 36 months prior notice provided that the lease term may not end prior to April 2017 or between the
months of October and February.

Stores

All of our 625 stores are leased from third parties. See “Item 1. Business—OQur Stores” for further information on
the location of our stores.

We may from time to time lease new facilities or vacate existing facilities as our operations require, including in
connection with opening new stores.
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ITEM 3. LEGAL PROCEEDINGS.

Information relating to legal proceedings is set forth in Note 15 to our Consolidated Financial Statements
included in “Item 8. Financial Statements and Supplementary Data” in Part II of this Annual Report on
Form 10-K and is incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURE
Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES.

Our common stock began trading on the NYSE on May 13, 2010 under the symbol “EXPR”. Prior to that date,
there was no public market for our common stock. As of March 21, 2013, there were approximately 50 holders of
record of our common stock. The number of holders of record is based upon the actual number of holders
registered at such date and does not include holder