
– 1 –

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

Grown Up Group Investment Holdings Limited
植華集團投資控股有限公司

(incorporated in the Cayman Islands with limited liability)

(Stock code: 1842)

CHANGE IN USE OF PROCEEDS

Reference is made to the prospectus of Grown Up Group Investment Holdings Limited 
(the “Company”, together with its subsidiaries, the “Group”) dated 13 June 2019 (the 
“Prospectus”) in relation to the Share Offer, the annual report of the Company for the year 
ended 31 December 2019 (the “Annual Report 2019”) published on 28 April 2020 and the 
interim report of the Company for the six months ended 30 June 2020 (the “Interim Report 
2020”) published on 24 September 2020. Unless otherwise defined, capitalised terms used 
herein shall have the same meanings as defined in the Prospectus.

USE OF PROCEEDS

As disclosed in the section headed “Future Plans and Use of Proceeds” in the Prospectus, the 
Company intended to use the net proceeds raised from the Share Offer as follows:

(i) approximately 16.3% of the net proceeds for intensifying the design and development 
efforts;

(ii) approximately 11.4% of the net proceeds for enhancing design and development 
capabilities;

(iii) approximately 14.6% of the net proceeds for expanding sales and marketing network;

(iv) approximately 23.7% of the net proceeds for expanding and enhancing manufacturing 
capabilities;

(v) approximately 9.2% of the net proceeds for enhancing information technology 
management system;

(vi) approximately 15.0% of the net proceeds for repaying outstanding bank loans; and

(vii) approximately 9.8% of the net proceeds for working capital.
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The actual net proceeds raised from the Share Offer, after deducting related expenses, were 
approximately HK$49.9 million (the “Net Proceeds”). As at the date of this announcement, 
the Group has utilised approximately HK$35.7 million, representing approximately 71.5%, of 
the Net Proceeds.

CHANGE IN USE OF PROCEEDS

As at the date of this announcement, the unutilised Net Proceeds amounted to approximately 
HK$14.2 million (the “Unutilised Net Proceeds”). For the reasons set out in the paragraph 
headed “Reasons for and benefits of the change in use of proceeds” set out in this 
announcement below, the board of directors of the Company (the “Board”) has resolved to 
change the use of Unutilised Net Proceeds as follows:

Intended use of Net Proceeds

Original 
Approximate 
percentage of 
Net Proceeds

Original 
Amount 

of 
Net Proceeds

Unutilised 
Net Proceeds 

up to the date 
of this 

announcement

Revised 
approximate 

percentage of 
Net Proceeds

Revised 
allocation of 

Unutilised Net 
Proceeds

Expected 
timeline on

 utilisation of
 Unutilised 

Net Proceeds
(HK$’000) (HK$’000) (HK$’000)

Intensifying design and 
development efforts 16.3% 8,088 445 16.3% 445

To be utilised by 
31 December 2021

Enhancing design and 
development capabilities 11.4% 5,738 630 11.4% 630

To be utilised by
31 December 2021

Expanding sales and 
marketing network 14.6% 7,194 – 23.2% 4,360

To be utilised by 
31 December 2021

Expanding and enhancing 
manufacturing capabilities 23.7% 11,800 10,860 2.0% – N/A

Enhancing information technology 
management system 9.2% 4,634  2,250 9.2% 2,250

To be utilised by 
31 December 2022

Repaying outstanding bank loans 15.0% 7,500 – 28.1% 6,500
To be utilised by 

31 December 2021

Working capital 9.8% 4,900 – 9.8% – N/A     

100.0% 49,854 14,185 100.0% 14,185     
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REASONS FOR AND BENEFITS OF THE CHANGE IN USE OF PROCEEDS

In response to the continuously changing global economic environment, the Group’s change 
in use of the Unutilised Net Proceeds aims to shift its focus from enhancing manufacturing 
capabilities in the PRC to (i) further expanding sales and marketing network and; (ii) 
minimising future finance costs.

As discussed in the Interim Report 2020, the ongoing trade dispute between the U.S. and the 
PRC continued to pose challenges to the Group’s sales in the U.S. market as the Group has 
become less price competitive over manufacturers located outside the PRC. In response to 
the heightened tension between the U.S. and the PRC, the Group has increased its reliance on 
external manufacturers located outside the PRC (mainly Cambodia) to produce the products 
sold in the U.S. market to mitigate the negative impact of U.S. tariffs on its sales. While it is 
anticipated that the stepping down of the Trump administration will alleviate the Sino-U.S. 
tension, no concrete plans have been rolled out by the Biden administration so far. Given 
the uncertainty over the Sino-U.S. relationship, the Directors believe that further expansion 
of the Group’s production facilities in the PRC might not be appropriate under the current 
circumstances.

In addition, the outbreak of the COVID-19 coronavirus Pandemic (the “COVID-19 
Pandemic”) has adversely impacted the performance of the Group in 2020. Due to the 
outbreak, the Group’s own production facility, global development and supply chain centre 
were temporarily suspended. As such, certain product development, production and delivery 
schedule of the products were affected. As global economic activities are still undergoing a 
slow and gradual recovery, it remains uncertain whether demand for the Group’s products 
will pick up its pace within a short timeframe. The Group’s production lines at its production 
facility in the PRC decreased from 17 as at 31 December 2019 to 12 as at 31 December 
2020. It might not be in the interests of the Group to continue with its original expansion 
plan through acquiring additional machinery and equipment for setting up new production 
lines at this point. Instead, the Group will continue to expand its supply chain network with 
subcontractors for enhancing its manufacturing capabilities outside the PRC. The outbreak 
of the COVID-19 Pandemic represents an unprecedented challenge to the Group’s business 
operation and disruption to the Group’s expansion plan is unavoidable. The Directors believe 
it is necessary to adjust the Group’s expansion plan to remain competitive in the backpack and 
luggage market. 
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Going forward, the Group plans to put more efforts in expanding its sales and marketing 
network in the U.S. and Canada to improve sales of its private label products, which 
contributed a significant part of the Group’s revenue. The Board has resolved to re-allocate 
a portion of Unutilised Net Proceeds to engage consulting companies, acting as independent 
sales representatives of the Group, to boost sales of the Group’s private label products in the 
U.S. and Canada. By the end of 2020, the net proceeds allocated for expanding the Group’s 
sales and marketing network had been fully utilised mainly on branded products, primarily 
covering expenditure on (i) promoting licensed brand products and Ellehammer brand 
products to potential distributors; (ii) hiring a commercial director based in the PRC for 
identifying new distributors in the PRC market; and (iii) developing a global web portal to 
replace the existing distributor order system for distribution of branded products.

As set out in the Annual Report 2019, the net proceeds allocated for repaying outstanding 
bank loans of the Group in the amount of HK$7.5 million had been fully utilised by the end of 
2019. Nevertheless, the Group’s bank and other borrowings and bills payable remained high 
at HK$120.1 million and HK$96.4 million (2018: HK$161.3 million) as at 31 December 2019 
and 2020, respectively. As at the date of this announcement, the Group’s bank borrowings 
and bills payable further rose to approximately HK$111.7 million and the majority of the 
Group’s bank and other borrowings were denominated in HKD and DKK. The interest rates 
of the Groups’ bank borrowings as at the date of this announcement range from 2.0% to 5.8%. 
In view of the Group’s prioritised use of external financing, it will be desirable for the Group 
to further re-allocate a portion of the Unutilised Net Proceeds to repay the Group’s bank 
borrowings to further minimise future finance costs.

THE BOARD’S VIEWS

The Board is of the view that the aforesaid re-allocation of the Unutilised Net Proceeds will 
be favourable to the Group’s long term business development and will represent a more 
appropriate utilisation of the Unutilised Net Proceeds in light of the above reasons. The Board 
will closely monitor the utilisation of the Unutilised Net Proceeds with the interests of the 
Company and its shareholders in mind. The Board confirms that there is no material change 
in the business nature of the Group as set out in the Prospectus, the Annual Report 2019 and 
the Interim Report 2020. The Board considered that the proposed change in the use of Net 
Proceeds will not have any material adverse impact on the operations of the Group and is in 
the best interests of the Company and its shareholders as a whole.

By order of the Board
Grown Up Group Investment Holdings Limited

Thomas Berg
Chairman and executive Director

Hong Kong, 26 March 2021

As at the date of this announcement, the executive Directors of the Company are Mr. Thomas 
Berg, Mr. Morten Rosholm Henriksen, Mr. Cheng Wai Man and Mr. Brian Worm; the non-
executive Director of the Company is Mr. Fung Bing Ngon Johnny; and the independent non-
executive Directors of the Company are Mr. Tang Tin Lok Stephen, Mr. Lau Ning Wa Ricky 
and Mr. Jiang Yuan Kun.


