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Mainland Headwear Holdings Limited

Established in Hong Kong in 1986, the Mainland
Headwear Group is principally engaged in the design
and manufacture of quality casual headwear. Producing
more than 30 million headwear items a year, the Group
is one of the largest and most well-known headwear
manufacturers in the world as well as a global leader in

the licensed headwear market.

Headquartered in Hong Kong, the Group’s manufacturing
facilities are based in Shenzhen and Dongguan in the
PRC. The industrial complex occupies an area of over
70,000m?and is staffed by over 3,000 skilled employees.
Customers, including Wal-Mart and Target, two of the
largest retail chains in the world, as well as household
names such as Warner Brothers, NBA, MLB, NHL, NCAA,
NASCAR, Nike, Reebok, Timberland, Ellesse, Fila and Titleist
among many others, are served by a network of offices

that have been established around the world.

Diversifying its product and market base, the Group
entered the retail business in 2004, opening a number
of headwear outlets in Hong Kong and the PRC under
Hatworld's well-known LIDS store brand. (Hatworld Inc
is a leading retailer of headwear in the United States.)
In 2005, this was followed by a joint venture to develop
Sanrio/Hello Kitty shops throughout the PRC, as well as a
partnership with Kangol Ltd, to open retail outlets under

the prestigious Kangol brand.

Leadership
The Group’s leadership, focused strategy and open
communications have enabled its development, not only

into one of the largest businesses of its kind in the world,
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but also into an industry leader known for the innovation

and quality of its products.

Its vision and mission provide a clear road map,
establishing the Group's direction and goals. They also
highlight Mainland Headwear’s core values, its strong
focus on people and a culture that not only encourages
but rewards responsible and ethical behaviour within

both the organization and the community.

Strategic Planning

The Group's strategy is to make the best use of its

market knowledge, human resources and management

team, to grow into a fully-fledged, one-stop headwear Drew Pearson

manufacturer, distributor and retailer. Marketing Inc DPM

The first steps were taken a few years ago with the
acquisition of Drew Pearson Marketing, USA, (DPM),
which brought the Group ownership of some of the

most well-known headwear licenses in the world.

The next step was the development of the retail business

which would act as a growth platform and build Hatworld Inc
distribution channels in the PRC, enabling the Group to Hatworld Inc
capture the huge headwear potential in this untapped

market. In 2004, it moved in this direction with an

exclusive license from Hatworld Inc, a major headwear Sanrio/Hello Kitty
retailer operating over 500 specialty headwear stores in Kangol
the US. Together with an exclusive license to manufacture

and sell the popular Sanrio/Hello Kitty range of products

in the PRC as well as the agreement with the UK “Kangol”

fashion brand to retail their products, this business is

growing by leaps and bounds.
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Customer and Market Focus

The Group's strong market knowledge and ability to
gauge customer requirements, provides it with a key
competitive edge, enabling it to move nimbly when
changes occur and to swiftly restructure operational

systems to meet market needs.

Close contacts with customers as well as regular
attendances at Trade Fairs and other industry events
enable Mainland Headwear to keep up with the latest
industry trends and hear what customers have to say. A
quarterly customer questionnaire tracks overall customer
satisfaction while audits conducted by the United States
Fair Labor Association (FLA) and customers, make sure
that any concerns in the Group's products, production
and customer processes are immediately brought to the

Group's attention.

Customer partnerships are cemented with a total focus
on customer needs, one-stop customer facilities as well
as a comprehensive supply chain which provides value-

added customer services.

Measurement, Analysis, and Knowledge Management
Operational performance is measured against business plans
which determine targets and key performance indicators
over identified time frames. Operating systems are based on
the Group’s own internally tailored Operational Management
System, the quality Japanese 55 system, ISO9002 accreditation
and subsequent upgrade to 1S09001:2000. Together with
management manuals and quality manuals, internal and
external audits, quality checks and weekly performance

checks complete the quality picture.
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Daily, weekly and monthly computer reports track
business performance, measure progress, analyze
data and provide a ready flow of information, keeping
management fully informed of developments and

market changes.

Human Resource Focus

In running a quality operation, the Group seeks to ensure
that staff enjoy a fair and equitable remuneration
package together with job security and satisfaction

coupled with career progression.

New staff receive on-the-job training, together with
orientation courses which help them understand the
Group’s culture, goals and aspirations. Clearly defined
job responsibilities ensure that staff are fully aware of
what is expected of them and are thus able to take full
ownership of their responsibilities. In-house training,
external training as well as industry conferences and
seminars, together with a strong focus on ethics and
personal development, ensure that staff have the
necessary information and expertise to not only perform
their jobs, but also to gain the necessary skills and
development to progress within the organization.

A “Suggestion Box”, “two-way” appraisements, an open
management as well as well-established channels of
communication, ensure that staff are heard and their

views taken into account in the Group’s operations.

Staff also enjoy an excellent work environment. Fair
Labor Association (FLA) audits ensure the quality of the

manufacturing environment, health and safety practices,
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as well as security and employee benefits within the
organization. In-house medical facilities, dormitories,
dining facilities as well as comprehensive recreational
and sporting facilities, ranging from a library, basketball
courts, a computer games room, TV lounge as well as a

tuck shop, round out these benefits.

Process Management

Seeking to add value throughout its entire business
process, production and work processes are based on the
Group's self-established operational management system,
Japanese 55 operational system and ISO9001:2000 quality
systems. Together with its commitment to Total Quality
Management (TQM), these processes ensure efficient and
cost effective operations, quality products, competitive

prices as well as virtually zero product defects.

Business Results

The Group has grown from a single-faceted headwear
manufacturer into a diverse multi-faceted international
business that encompasses headwear licensing, design,
manufacturing, trading, distribution and retail activities.
Over the years, the Group has gained ownership of its own
licenses, moved into global distribution and sales, and
diversified its markets from the United States into Europe,
China and Japan. In China, for example, it has obtained a
headwear license for the 2008 Beijing Olympics. With the
expansion of its service and product scope, products too
are moving from sports and casual headwear to fashion
and gift items. In less than two years of operation, the
Group's retail activities — its LIDS stores, the iconic Sanrio /
Hello Kitty gift stores as well as Kangol fashion stores, had

also grown to over 60 stores by the end of 2005.
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Mainland Headwear was successfully listed on the Main
Board of The Stock Exchange of Hong Kong Limited in
December 2000, placing it in the unique position of being the
only global headwear manufacturer to be publicly listed. In
the five years since its listing, turnover more than doubled to
HKS$587 million at the end of 2005. At the same time, profit
grew to HK$77.8 million, against HK$43.8 million in 2000.

In the retail area, turnover stood at HK$30 million, 5.2% of
Group turnover at the end of 2005. The goal is to grow this

business to 50% of total turnover within the next five years.

As an industry leader, Mainland Headwear seeks to drive
best practices and act as a responsible corporate citizen
in every aspect of its activities. This leadership, corporate
governance and social responsibility has received
widespread recognition. Over the years, the Group and
its management have won a number of prestigious
awards including the Young Industrialist Awards of
Hongkong 2001 organized by the Federation of Hong
Kong Industries; the Export Marketing Grand Award and
Productivity Award in the Hong Kong Awards for Industry
2003; as well as the “Directors of the Year Awards 2004"
organized by The Hong Kong Institute of Directors; and
the Owner-Operator Award in the DHL/SCMP Hong Kong
Business Awards in 2004. In 2006, Group Chairman,
Mr. Ngan Hei Keung, received a Fellowship title from the

Asian Knowledge Management Association.

With these positive indicators reaffirming its leadership
and future direction, the Group is ideally placed to fulfill
its mission to “create a world-leading company in the

international market-place”.
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