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Capitalised terms used in this circular shall have the same meanings as defined in the section headed ‘‘Definitions’’ in this circular unless
the context otherwise requires.

A letter from the Board is set out on pages 6 to 23 of this circular. A letter from the Independent Board Committee containing its advice to
the Independent Shareholders is set out on pages 24 to 25 of this circular. A letter from Gram Capital containing its advice to the
Independent Board Committee and the Independent Shareholders is set out on pages 26 to 41 of this circular.

A notice convening the EGM to be held at Flat D, 7/F, Block 2, Tai Ping Industrial Centre, 55 Ting Kok Road, Tai Po, New Territories,
Hong Kong on Tuesday, 28 December 2021 at 10:00 a.m. is set out on pages EGM-1 to EGM-2 of this circular. Whether or not you are
able to attend the EGM, you are requested to complete the form of proxy in accordance with the instructions printed thereon and return it to
the Company’s Hong Kong branch share registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong as soon as possible but in any event no less than 48 hours before (i.e. no later than 10:00 a.m. on Sunday, 26 December 2021)
the time appointed for the holding of the meeting or any adjournment thereof. Completion and return of the form of proxy will not preclude
you from attending and voting in person at the EGM or any adjourned meeting should you so wish.

PRECAUTIONARY MEASURES FOR THE EXTRAORDINARY GENERAL MEETING

Please see page ii of this circular for measures being taken to try to prevent and control the spread of the COVID-19 at the EGM,
including but not limited to:

. compulsory temperature checks

. compulsory wearing of surgical face masks

. no refreshments will be served

Any person who does not comply with the precautionary measures may be denied entry into the EGM venue. The Company reminds
Shareholders that they may appoint the chairman of the meeting as their proxies to vote on the relevant resolution(s) at the EGM as an
alternative to attending the EGM.
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In view of the ongoing Novel Coronavirus (COVID-19) pandemic, the Company will
implement the following preventive measures at the EGM to protect attending Shareholders,
staff and other stakeholders from the risk of infection:

(i) Compulsory body temperature checks will be conducted on every attendee at the
entrance of the EGM venue. Any person with a body temperature of over 37.4
degrees Celsius may be denied entry into the EGM venue.

(ii) All attendees may be asked whether he/she (a) has travelled outside of Hong Kong
within the 14-day period immediately before the EGM; and (b) is subject to any
Hong Kong Government prescribed quarantine. Anyone who responds positively to
any of these questions will be denied entry into the meeting venue. We will also
report to relevant authorities for the breach of quarantine required.

(iii) The Company requires attendees to wear surgical face masks inside the EGM venue
at all times, and to maintain a safe distance between seats.

(iv) No refreshments will be served.

To the extent permitted by law, the Company reserves the right to deny entry into the
EGM venue or require any person to leave the EGM venue in order to ensure the safety of the
attendees at the EGM.

In the interest of all stakeholders’ health and safety and consistent with the COVID-19
guidelines issued by the Government of Hong Kong (available at www.chp.gov.hk/en/features/102742.html),
the Company reminds all Shareholders that physical attendance in person at the EGM is not
necessary for the purpose of exercising voting rights. As an alternative, by using proxy forms
with voting instructions inserted, Shareholders may appoint the chairman of the EGM as their
proxies to vote on the relevant resolution(s) at the EGM instead of attending the EGM in
person.

PRECAUTIONARY MEASURES FOR THE EXTRAORDINARY GENERAL MEETING
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In this circular, the following expressions have the following meanings unless the context
requires otherwise:

‘‘Announcement’’ the announcement of the Company dated 29 October 2021
in relation to among others, the Disposal and the Proposed
CCTs

‘‘Annual Caps’’ the maximum aggregate annual value for the supply of the
Products under the Framework Supply Agreement by the
Remaining Group to the Disposal Group for each of the
three years ending 31 December 2022, 2023 and 2024

‘‘associate(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘Berg Group’’ Berg Group Holding Limited, a company incorporated in
Hong Kong with limited liability, being a controlling
Shareholder and wholly-owned by Mr. Berg

‘‘Board’’ the board of Directors

‘‘Business Day’’ any day (excluding Saturday, Sunday or public holiday) on
which licensed banks in Hong Kong and the PRC are
generally open for business

‘‘BVI’’ British Virgin Islands

‘‘Company’’ Grown Up Group Investment Holdings Limited, a company
incorporated in the Cayman Islands with limited liability,
the issued Shares of which are listed on the Main Board of
the Stock Exchange (stock code: 1842)

‘‘Completion’’ Completion of the Disposal in accordance with the terms of
the Sale and Purchase Agreement

‘‘Completion Date’’ the day on which Completion takes place in accordance
with the terms of the Sale and Purchase Agreement

‘‘connected person(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘Consideration’’ the consideration payable by the Purchaser for the Sale
Shares pursuant to the Sale and Purchase Agreement

‘‘controlling Shareholder(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘Director(s)’’ the director(s) of the Company

‘‘Disposal’’ the proposed disposal of the Sale Shares by the Vendor to
the Purchaser pursuant to the Sale and Purchase Agreement
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‘‘Disposal Conditions’’ the conditions set out under the section headed ‘‘The Sale
and Purchase Agreement — Disposal Conditions’’ in this
circular

‘‘Disposal Group’’ the Target Company and its subsidiaries, namely Grown-Up
Licenses ApS, Grown-Up Luggage and Bags (Shenzhen)
Co., Ltd., Berg Brand Management ApS, and BBM Berg
Brand Management GmbH

‘‘Disposed Business’’ the business of sales and distribution of the branded label
products for the Group’s proprietary Ellehammer brand as
well as pursuant to licensing arrangements with licensors

‘‘Easy Achiever’’ Easy Achiever Holdings Limited, a company incorporated
in the BVI with limited liability, being a controlling
Shareholder and wholly-owned by Mr. Berg

‘‘EGM’’ an extraordinary general meeting of the Company to be
convened for the purpose of considering and, if thought fit,
approving the Sale and Purchase Agreement and the
Disposal contemplated thereunder, and the Framework
Supply Agreement and the Proposed CCTs contemplated
thereunder

‘‘Elect Lead’’ Elect Lead Limited, a company incorporated in the BVI
with limited liability, being a controlling Shareholder and
wholly-owned by Mr. Berg

‘‘Framework Supply
Agreement’’

the framework supply agreement to be entered into between
the Supplier, as supplier and the Target Company, as
Purchaser, in relation to the supply of the Products to the
Disposal Group upon Completion

‘‘GPG’’ GP Group Investment Holding Limited, a company
incorporated in Hong Kong with limited liability, being a
controlling Shareholder and owned by Berg Group, Elect
Lead, Easy Achiever and RHS as to 55.2%, 23.4%, 10.2%
and 11.3%, respectively

‘‘Group’’ the Company and its subsidiaries

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the
People’s Republic of China
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‘‘Independent Board
Committee’’

an independent board committee comprising all the
independent non-executive Directors, which has been
established by the Board to advise the Independent
Shareholders in respect of the Disposal and the Proposed
CCTs

‘‘Independent Financial
Adviser’’ or ‘‘Gram Capital’’

Gram Capital Limited, a licensed corporation to carry out
Type 6 (advising on corporate finance) regulated activity
under the SFO, the independent financial adviser appointed
by the Company to advise the Independent Board
Committee and the Independent Shareholders in respect of
the Disposal and the Proposed CCTs

‘‘Independent Shareholders’’ Shareholders other than those who are required by the
Listing Rules to abstain from voting on resolution(s)
approving the Disposal and/or the Proposed CCTs

‘‘Independent Third Party(ies)’’ third party(ies) independent of the Company and its
connected persons

‘‘Independent Valuer’’ Vincorn Consulting and Appraisal Limited

‘‘Latest Practicable Date’’ 2 December 2021, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information contained herein

‘‘Listing’’ listing of the Shares on the Stock Exchange

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock
Exchange

‘‘Long Stop Date’’ 31 March 2022 (or such other date as may be agreed
between the Purchaser and Vendor)

‘‘Mr. Berg’’ Mr. Thomas Berg, the chairman of the Board, an executive
Director and a controlling Shareholder

‘‘Mr. Henriksen’’ Mr. Rosholm Henriksen, an executive Director and a
controlling Shareholder

‘‘ODM’’ Original Design Manufacturer

‘‘OEM’’ Original Equipment Manufacturer

‘‘PRC’’ the People’s Republic of China, and for the purpose of this
circular, excludes Hong Kong, the Macau Special
Administrative Region and Taiwan
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‘‘Products’’ Backpack, bags and luggage products to be sold by the
Remaining Group to the Disposal Group under the
Framework Supply Agreement

‘‘Proposed CCTs’’ the proposed con t inu ing connec ted t ransac t ions
contemplated under the Framework Supply Agreement

‘‘Purchaser’’ GP Brand & Licensing Holdings Limited, a company
incorporated in Hong Kong with limited liability and is
indirectly wholly-owned by Mr. Berg

‘‘Remaining Business’’ the business of manufacturing and sales of private label
products under OEM and ODM to the brand owners or their
licensees

‘‘Remaining Group’’ the Group immediately after Completion

‘‘RHS’’ Rosholm Holding ApS, a company incorporated in Denmark
with limited liability, being a controlling Shareholder and
wholly-owned by Mr. Henriksen

‘‘Sale and Purchase Agreement’’ the sale and purchase agreement dated 29 October 2021
entered into between the Vendor and the Purchaser in
respect of the Disposal

‘‘Sale Shares’’ the entire issued share capital of the Target Company

‘‘SFO’’ the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

‘‘Share(s)’’ ordinary shares of HK$0.01 each in the share capital of the
Company

‘‘Shareholder(s)’’ holder(s) of the Share(s)

‘‘Share Charge’’ the deed of share charge to be executed by Mr. Berg (as
chargor) in favour of the Vendor (as chargee) at Completion
in relation to the share charge of the entire shareholding
interest of Vking owned by Mr. Berg to the Vendor

‘‘Stock Exchange’’ the Stock Exchange of Hong Kong Limited

‘‘Supplier’’ Grown-Up Manufactory Limited, a company incorporated in
Hong Kong with limited liability and an indirect wholly-
owned subsidiary of the Company

‘‘Supplier Group’’ the Supplier and its subsidiaries
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‘‘Target Company’’ Grown-Up Licenses Limited, a company incorporated in
Hong Kong with limited liability and an indirect wholly-
owned subsidiary of the Company as at the Latest
Practicable Date

‘‘U.S.’’ United States of America

‘‘Valuation Report’’ the valuation report of the Target Company prepared by the
Independent Valuer, the text of which is set out in
Appendix II to this circular

‘‘Vendor’’ Grown-Up Group Holdings Limi ted , a company
incorporated in Hong Kong with limited liability and an
indirect wholly-owned subsidiary of the Company

‘‘Vking’’ Vking Industry Limited, a company incorporated in the
British Virgin Islands with limited liability, being the sole
shareholder of the Purchaser and the entire issued share
capital of which is owned by Mr. Berg

‘‘%’’ per cent.
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(incorporated in the Cayman Islands with limited liability)
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7 December 2021

To the Shareholders

Dear Sir or Madam,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO
THE DISPOSAL OF THE ENTIRE ISSUED SHARE CAPITAL

IN GROWN-UP LICENSES LIMITED;

(2) PROPOSED CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE FRAMEWORK SUPPLY AGREEMENT;

AND

(3) NOTICE OF EGM

INTRODUCTION

Reference is made to the Announcement.
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The purpose of this circular is to provide you with, among other things, (i) further details
of the Disposal and the Proposed CCTs contemplated under the Sale and Purchase Agreement
and the Framework Supply Agreement respectively; (ii) the advice and recommendations of the
Independent Board Committee to the Independent Shareholders in respect of the Disposal and
the Proposed CCTs; (iii) the advice and recommendations of Gram Capital to the Independent
Board Committee and the Independent Shareholders in respect of the Disposal and the
Proposed CCTs; (iv) the Valuation Report of the Target Company; and (iv) the notice of EGM,
in order to enable you to make an informed decision on how to vote at the EGM.

THE SALE AND PURCHASE AGREEMENT

On 29 October 2021 (after trading hours), the Vendor and the Purchaser entered into the
Sale and Purchase Agreement, pursuant to which, the Purchaser has conditionally agreed to
acquire and the Vendor has conditionally agreed to sell the Sale Shares in the Target Company
at a cash consideration of HK$30,500,000 pursuant to the terms and conditions of the Sale and
Purchase Agreement.

Principal Terms of the Sale and Purchase Agreement

The principal terms of the Sale and Purchase Agreement are summarised as follows:

Date: 29 October 2021 (after trading hours)

Parties: (a) the Vendor (as the vendor); and

(b) the Purchaser (as the purchaser);

The Purchaser is a company indirectly wholly-owned by Mr. Berg.

Assets to be disposed of

Pursuant to the terms and conditions of the Sale and Purchase Agreement, the Vendor has
conditionally agreed to sell, and the Purchaser has conditionally agreed to purchase the Sale
Shares.

Consideration

The Consideration for the Sale Shares is HK$30,500,000, net of the unpaid payables, (net)
due from the Remaining Group to the Disposal Group (‘‘Unpaid Payables’’) at Completion,
which the Consideration shall not be more than HK$30,500,000 in any event. As at 30
September 2021, the Unpaid Payables amounted to approximately HK$9,525,000. For
avoidance of doubt, the amount of Unpaid Payables due from the Remaining Group to the
Disposal Group is deemed to be settled at Completion.

The Consideration shall be payable by the Purchaser to the Vendor in cash in the
following manner:

(1) HK$1,525,000 shall be payable upon signing of the Sale and Purchase Agreement,
being deposit and part payment of the Consideration (the ‘‘Deposit’’); and
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(2) the remaining part of the Consideration, after netting off the Deposit and the Unpaid
Payables at Completion (the ‘‘Remaining Consideration’’), shall be payable within
sixty (60) days after Completion.

Grown-Up Manufactory Limited (on behalf of the Vendor) has received the Deposit as at
the Latest Practicable Date and it is to be refunded to the Purchaser in full if the Disposal
Conditions are not fulfilled on or before the Long Stop Date.

The Consideration was determined after arm’s length negotiations between the Vendor
and the Purchaser based on the unaudited consolidated net asset value of the Target Group of
approximately HK$30,425,000 as at 30 September 2021 and the preliminary appraised value of
100% shareholding interest of the Target Company as at 30 September 2021, which amounts to
HK$30,425,000 under the valuation (‘‘Valuation’’) conducted by the Independent Valuer,
using asset-based approach.

The appraised value of the Target Company as at 30 September 2021 is HK$30,425,000
and a copy of the Valuation Report is set out in Appendix II to this circular

Valuation of the Target Company

In conducting the valuation exercise of the Target Company, the Independent Valuer
considered all commonly adopted valuation approaches in the market (namely, the asset-based
approach, the market approach and the income approach). According to the Independent
Valuer, the asset-based approach was considered to be the most appropriate valuation
approach.

As advised by the Independent Valuer, income approach was not adopted as it relies on a
long-term financial forecast and requires subjective assumptions that are difficult to be
justified; and market approach was not adopted because the Target Company had operating
losses for both years ended 31 December 2019 and 2020, there were no earnings multiples can
be applied in the valuation analysis. In addition, based on the Company’s discussion with the
Independent Valuer, price-to-book ratio (P/B) is considered useful in practice when applies to
capital-intensive businesses, such as energy, property developers, which however is not the
case for the Target Company and P/B is considered less appropriate. On the other hand, sales
multiple does not take into account the cost structure, including cost of sales, other expenses
and taxes, of the licensing business/products of the Target Company, which involves different
licensing terms, products requirements and operating locations with different brand partners.
As a result, sales multiple is not considered in the valuation analysis.

Having considered the factors taken into account by the Independent Valuer for the
selection of valuation methodology and having been informed that they are the usual
methodology and assumptions adopted by the Independent Valuer for the Valuation, the Board
is of the view that the assumptions adopted in the Valuation Report are fair and reasonable.

The Directors have reviewed and enquired the Independent Valuer’s qualifications and
experience in relation to the performance of the Valuation. The Directors believe upon making
reasonable enquiries that the Independent Valuer is a professional valuation company
experienced in performing valuation. Based on the information provided by the Independent
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Valuer and after making reasonable enquires, the Directors are of the view that the
Independent Valuer possesses the necessary competence and independence in preparing the
Valuation Report.

Based on the above, the Directors (including the independent non-executive Directors) are
of the view that (i) the valuation methodology adopted by the Independent Valuer is a common
practice for determining the market value of the Target Company and the underlying basis and
assumptions are fair and reasonable; and (ii) the Consideration, which is slightly above the
appraised value of the Target Company, is fair and reasonable and is in the interests of the
Company and its Shareholders as a whole.

Disposal Conditions

Completion of the Disposal is conditional upon fulfilment or waiver (as the case may be)
of the following Conditions:

1. the sale and purchase of the Sale Shares and other transactions as contemplated
under the Sale and Purchase Agreement having been approved by the Independent
Shareholders at the EGM;

2. the Vendor’s warranties remaining true, accurate and not misleading at Completion
and no events having occurred that would result in any breach of any of the Vendor’s
warranties or other provisions of the Sale and Purchase Agreement by the Vendor;

3. the Purchaser’s warranties remaining true, accurate and not misleading at Completion
and no events having occurred that would result in any breach of any of the
Purchaser’s warranties or other provisions of the Sale and Purchase Agreement by
the Purchaser; and

4. all necessary consents, approvals, registration and filings required from all relevant
governmental, regulatory and other authorities, agencies and departments in Hong
Kong, the PRC, Denmark, Germany or elsewhere or otherwise required from any
third parties in connection with the transaction contemplated under the Sale and
Purchase Agreement having been obtained.

Disposal Conditions (1) and (4) above are not capable of being waived by any party to the
Sale and Purchase Agreement. The Purchaser may waive Disposal Condition (2) and the
Vendor may waive Disposal Condition (3).

In the event that any of the Disposal Conditions have not been fulfilled or (if applicable)
waived on the Long Stop Date, all rights and obligations of the parties to the Sale and
Purchase Agreement shall cease and terminate, save and except for certain surviving provisions
therein.

As at the Latest Practicable Date, none of the above Disposal Conditions is fulfilled.
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Completion

Completion shall take place on the Completion Date.

Share Charge

To secure the obligations of the Purchaser to pay the Remaining Consideration under the
Sale and Purchase Agreement, Mr. Berg, as chargor, has agreed to execute a deed of share
charge in favour of the Vendor (as chargee) at Completion, pursuant to which Mr. Berg will
charge by way of first legal charge the entire shareholding interest in Vking, together with all
the rights and interest thereto (including but not limited to dividends) to the Vendor. The
Purchaser shall procure Mr. Berg to execute the Share Charge to the satisfaction of the Vendor
at Completion. The period of the Share Charge (the ‘‘Charge Period’’) shall begin from the
date of execution of the Share Charge until the full settlement of the Consideration.

Under the Share Charge, Mr. Berg shall procure that, among others, each of Vking, the
Purchaser and the members of the Disposal Group (collectively, the ‘‘Subject Companies’’),
during the Charge Period, will not act outside its ordinary and usual course of business, and
without prior consent of the Vendor, each of the Subject Companies will not (i) dispose of or
permit the disposal or dilution of any interests in each of the Subject Companies; (ii) sell
transfer, lease, assign, dispose of, or otherwise create or permit to arise or subsist any
encumbrance on or in respect of any part of its material undertaking, property or assets or
contract to do so other than in the ordinary course of business of the Disposal Group as a
whole; and (iii) propose or implement any financial and/or corporate restructuring,
reorganisation, amalgamation or merger.

THE PROPOSED CCTs

The Group has been producing and supplying the Products to the Disposal Group and it is
expected that the Remaining Group will continue to produce and supply the Products to the
Disposal Group after the Disposal. As such, the Remaining Group and the Disposal Group
intend to enter into the Framework Supply Agreement upon Completion, pursuant to which the
Remaining Group will sell and the Disposal Group will purchase the Products in accordance
with the terms of the Framework Supply Agreement.

The principal terms of the Framework Supply Agreement and the Annual Caps are set out
below:

Date It is proposed that the Framework Supply Agreement will be
entered into upon Completion

Parties (a) the Supplier; and

(b) the Target Company

Subject matter The Remaining Group will sell and the Disposal Group will
purchase the Products in accordance with the terms of the
Framework Supply Agreement
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Pricing The price will be agreed between the relevant member of the
Supplier Group and the relevant member of the Disposal
Group, which shall be determined in the ordinary course of
business on normal commercial terms, negotiated on arm’s
length basis by both parties and based on the prevailing
market price at the time of the transaction (which shall be on
terms no less favourable than those offered by the Group to
the Independent Third Parties and/or prevailing in the market
for the Products of similar type and quality)

Conditions precedent The Framework Supply Agreement shall be effective upon (a)
the Independent Shareholders approving the Framework
Supply Agreement and the Proposed CCTs (including the
Annual Caps) at the EGM; and (b) the Sale and Purchase
Agreement having been completed

Term From Completion till 31 December 2024

Historical transaction
amounts

HK$71,976,000 (For the year ended 31 December 2019)
HK$33,309,000 (For the year ended 31 December 2020)
HK$34,997,000 (For the nine months ended 30 September
2021)

For information purpose only, products under categories of
backpack, bags and luggage sold to the Independent Third
Parties amounted to HK$120,788,000, HK$106,350,000 and
HK$73,113,000 respectively for the two years ended 31
December 2020 and for the nine months ended 30 September
2021.

Annual Caps HK$70,000,000 (For the year ending 31 December 2022)
HK$70,000,000 (For the year ending 31 December 2023)
HK$70,000,000 (For the year ending 31 December 2024)

Basis of Determination of Annual Caps

The Annual Caps have been determined with reference to:

(i) the historical sales figures of the Products to the Disposal Group and the highest
annual sales of approximately HK$72,000,000 for the year ended 31 December 2019;

(ii) the actual/projected order requirements of the Products of approximately
HK$63,000,000 from the Disposal Group for year ending 31 December 2021,
representing actual sales of approximately HK$35,000,000 to the Disposal Group for
the nine months ended 30 September 2021 and the orders on hands from Disposal
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Group of approximately HK$22,000,000 at 30 September 2021 and a buffer of 10%
in light of the end of year peak season ahead of year-end retail events, such as
Christmas and new year; and

(iii) the Company assumes (a) a sales increase of approximately 10% for the year ending
31 December 2022 considering the increased orders demand from the Disposal
Group for 2021 as well as the expected increment in prices as a result of increasing
cost of materials, labour cost/workmanship and transportation. Based on the data
released by the National Bureau of Statistics of China, the producer price index for
manufactured goods continued to rise, up 13.5 % year on year and 2.5% month-on-
month in October 2021; and (b) the size of the sales to the Disposal Group will be
maintained at a similar level for 2023 and 2024.

The Company shall, in the event that the total amounts of the transactions with the
Disposal Group under the Framework Supply Agreement are anticipated to exceed the Annual
Caps, or that there is any proposed material amendment to the terms of the Framework Supply
Agreement, comply with the applicable provisions of the Listing Rules governing continuing
connected transaction.

The Products to be sold by the Supplier Group to the Disposal Group will be agreed
between the relevant member of the Supplier Group and the relevant member of the Disposal
Group, which shall be determined in the ordinary course of business on normal commercial
terms, negotiated on arm’s length basis by both parties and based on the prevailing market
price at the time of the transaction, which shall be on terms no less favourable than those
offered by the Group to the Independent Third Parties and/or prevailing in the market for
Products of similar type and quality.

In determining the prevailing market price, the Group will collect relevant market
information and/or price quotations offered by the Group to the Independent Third Parties for
products of similar type and quality, and review and compare such data with the price(s) of the
Products. In general, the Group will select one or two price quotations of comparable products
(i.e. similar quality, type and/or specifications, and sold under similar terms and quantity)
offered to the Independent Third Parties within the closest time to the proposed sales of the
Products. The Group will then compare the prices for comparable products offered by the
Group to the Independent Third Parties with those proposed to be agreed between the Supplier
Group and the Disposal Group. In any event, the terms on which the Products sold by the
Supplier Group to members of the Disposal Group shall be no less favourable to the Group
than those on which comparable products are sold by the Group to the Independent Third
Parties or those prevailing in the market.

The relevant personnel of the sales/merchandising team of the Group will review the
prices of Products offered by the Supplier Group to the Disposal Group before the entering
into of individual contracts pursuant to the Framework Supply Agreement. In the event that the
prices of Products offered by the Supplier Group to the Disposal Group are less favourable to
the Group than those offered by the Group to the Independent Third Parties for comparable
products, the Group will not enter into such transactions and will at its best effort further
negotiate with the Disposal Group for more favourable terms.
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In the event that there are no comparable products sold to the Independent Third Parties,
the Company will adopt the cost plus basis which the sales price of the Products shall be
calculated based on a gross profit margin falling within a range of percentage determined and
approved by the relevant personnel of the sales/merchandising team of the Group with
reference to the factors including the range of the most recent sales margins offers to the
Disposal Group and comparable customers (i.e. brand partners) of the Group as well as the
business and market conditions.

INTERNAL CONTROL MEASURES

The Company has adopted the following measures for monitoring the Proposed CCTs
between the Supplier Group and the Disposal Group and to ensure that the Proposed CCTs will
be conducted on normal commercial terms and in accordance with the Framework Supply
Agreement and the pricing policy of the Company:

(1) the relevant personnel of the sales/merchandising team of the Group overseeing the
operations of the Group in connection with the Proposed CCTs will review and
assess on a continuous basis whether the transactions are conducted in accordance
with the terms of the Framework Supply Agreement;

(2) the relevant personnel of the sales/merchandising team will review on a quarterly
basis, the costing sheet/cost breakdown and price quotation for the purpose of
considering if the prices of the Products are fair and reasonable when compared to
the recent prices of comparable products selling to the Independent Third Parties,
and when necessary, will adjust the prices of the Products with the counterparty in
accordance with the pricing principles set out in Framework Supply Agreement;

(3) the Company will designate specific personnel (i.e. a CT Officer) to review the
transactions conducted/potential orders to be conducted under the Framework Supply
Agreement on monthly basis to identify any continuing connected transaction that
may be at risk of exceeding the Annual Caps and to ensure the internal control
measures in respect of the transactions under the Framework Supply Agreement
remain intact and effective and, if required, to identify any measures to be taken in
respect of such transaction(s);

(4) the company secretary of the Company shall review and verify the information
provided by CT Officer within 15 business days after each month end;

(5) the continuing connected transactions contemplated under the Framework Supply
Agreement will be reviewed by the independent non-executive Directors every year;
and

(6) the Company’s independent auditor will be engaged to report on the continuing
connected transactions under the Framework Supply Agreement on annual basis in
accordance with the Listing Rules and the findings of the Company’s auditor will be
reported to audit committee of the Company.
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INFORMATION OF THE GROUP, THE VENDOR AND THE SUPPLIER

The Company is a company incorporated in the Cayman Islands with limited liability, the
issued shares of which are listed on the Main Board of the Stock Exchange (stock code: 1842).
The principal activity of the Company is investment holding.

The Group is principally engaged in the designing, developing, manufacturing and selling
bag and luggage products catered to kid, teen, sports, leisure, business, travel and technical
segments. At present, the Group operates its business through two segments, including the
private label products segment (i.e., the Remaining Business) and the branded products
segment (i.e. the Disposed Business).

Further details of the Disposed Business are disclosed in the section headed ‘‘Information
of the Disposal Group’’ in this letter.

Upon Completion, the Company will continue to own and operate the Remaining
Business, which focuses on the manufacturing and sales of private label products under both
OEM and ODM to the brand owners or their licensees. Further details of the business plan of
the Remaining Group are disclosed in the section headed ‘‘Information about the Remaining
Group’’ in this letter.

The Vendor is an indirect wholly-owned subsidiary of the Company incorporated in Hong
Kong with limited liability and is principally engaged in investment holding.

The Supplier is an indirect wholly-owned subsidiary of the Company incorporated in
Hong Kong with limited liability and is principally engaged in manufacturing and trading of
bags and luggages.

INFORMATION OF THE PURCHASER

The Purchaser is an investment holding company incorporated in Hong Kong with limited
liability and is wholly-owned by Vking, which in turn is wholly-owned by Mr. Berg.
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INFORMATION OF THE DISPOSAL GROUP

The Disposal Group is principally engaged in the Disposed Business, which comprises the
sales and distribution of the licensed brand bag and luggage products for the Group’s
proprietary Ellehammer brand as well as pursuant to licensing arrangements with the licensors.

The Target Company is a direct wholly-owned subsidiary of the Vendor, and an indirect
wholly-owned subsidiary of the Company. Further details of the Target Group are set out
below:

Name

Place of
incorporation/
operation

Equity interest
held by the

Target
Company Principal activities

The Target Company Hong Kong — License and brand
business

Grown-Up Licenses ApS Denmark 100% License and brand
business

Grown-Up Luggage and Bags
(Shenzhen) Co. Ltd.

PRC 100% License and brand
business

Berg Brand Management ApS Denmark 100% Distribution of
license and brand
products

BBM Berg Brand Management
GmbH

Germany 100% Distribution of
license and brand
products

Set out below is a summary of audited consolidated financial information of the Disposal
Group for the two years ended 31 December 2020:

For the year ended 31 December
2020 2019

HK$’000 HK$’000
(audited) (audited)

Revenue 70,379 121,596
Loss before taxation (17,800) (1,904)
Loss for the year (13,935) (1,052)

The unaudited consolidated net assets of the Disposal Group as at 30 June 2021 and 30
September 2021 were approximately HK$33,149,000 and HK$30,425,000 respectively.
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INFORMATION ABOUT THE REMAINING GROUP

Upon Completion, the Remaining Group will continue to engage in the manufacturing and
sales of private label products under both ODM and OEM to the brand owners or their
licencees.

Business plan

Although the global economy has gradually improved since the beginning of 2021, the
COVID-19 pandemic has been putting pressure on the Group’s business and brought challenges
to the Group’s operating environment. In short term, the Remaining Group will focus on the
products/markets which are less impacted by the COVID-19 pandemic in order to reinforce its
financial performance, especially the functional products, including tool bags, sports bags,
technical and medical related products.

To enhance the Company’s competitiveness and to better position itself for future growth,
the Company, through the Remaining Group, will continue to revitalise the business strategies
and sharpen its competitiveness through the following initiatives:

Expanding the sales network

. strengthening the Company’s position in the backpack, bags and luggage industry
and the long-standing relationships with the Company’s internationally renowned
customers; and

. reinforcing the sales presence with certain well-known reputable and sizeable
corporates in the U.S. and other markets.

Enhancing and expanding manufacturing capabilities

. expanding the Remaining Group’s supply chain and production footprint out of the
PRC with diversification in the manufacturing capabilities, including shifting
production of products sold in the U.S. market out of the PRC, which allows the
Remaining Group to mitigate the negative impact of the U.S. tariffs on its sales, and
becomes more competitive and preferable than other manufacturers in the PRC; and

. restructuring of the manufacturing footprint that enables the Remaining Group to
attract and serve customers whom have been specifically searching for the services
offered via the Remaining Group’s reformed supply chain structure.

Enhancing development capabilities and widening the product range

. enhancing the product development capabilities and offer a full range of bags,
luggage and accessories as well as medical related products, tool storage and tool
accessories which cater to kid, teen, sports, leisure, business, travel, technical, tool
storage and medical related segments.
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The Remaining Group will continue to focus on enhancing its supply chain service
competence and scope, product development capabilities as well as manufacturing knowhow to
ensure a stable and quality supply with product development optimisation to the Remaining
Group’s diverse and global customer portfolio.

REASONS FOR AND BENEFITS FOR THE DISPOSAL AND THE PROPOSED CCTs

As disclosed in the annual report of the Company for the year ended 31 December 2020
and the interim report for the six months ended 30 June 2021, the Disposed Business has been
loss making since the financial year ended 31 December 2019 and the business environment
remains challenging, primarily due to the ongoing PRC-U.S. trade conflict and the outbreak of
the COVID-19 pandemic in early 2020, which inevitably affects the consumers’ preferences
and spending habits, leading to a cut back of the customers’ demand on the Group’s branded
products which mainly distributes schoolbags and travelling luggage via retail and department
stores. The Company expects that the performance of the Disposed Business will remain weak
and that the turnaround of the Disposed Business will entail substantial investments in market
positioning and advertising, with additional resources in boosting brand awareness. The
Directors believe that this will mean a costly effort while optimal results will only be achieved
in a long-time span.

The Disposal follows from the strategic decision by the Company in light of the current
business environment and the continuing impact of COVID-19. As disclosed in the Interim
Report, while the Group has been experiencing the negative impacts caused by the COVID-19
pandemic since 2020, the Group has also been expanding its supply chain and production
footprint out of the PRC, especially for private label product business mainly focusing on
functional products, including tool bags, sports bags, technical and medical related products, of
which the demand is less impacted by the outbreak of the COVID-19 pandemic. In addition,
the Group has strongly reinforced its sales presence with certain well-known reputable and
sizeable corporates in the U.S., especially for private label customers in the tools product
industry with proven resistance to the negative impacts of the COVID-19 pandemic and a
relatively high demand of tools products. For the year ended 31 December 2020 and for the six
months ended 30 June 2021, the Group recorded a substantial growth in the Remaining
Business. The Group’s overall sales to private label product customers increased by
approximately 52.7% and approximately 18.8% for the year ended 31 December 2020 and for
the six months ended 30 June 2021 respectively as compared to the previous corresponding
year/period. The Company believes that the Remaining Business, being the Group’s core
business, remains sustainable with significant growth as the main sales and profit driver of the
Group.
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The net proceeds (after deduction of the transaction costs) from the Disposal are expected
to be approximately HK$29,360,000. It is the intention of the Company to use such proceeds
for the business operation and development of the Remaining Business with a view to
improving its profitability and overall business prospects. The Company is of the view that the
Disposal represents an opportunity for reallocating the resources of the Remaining Group more
efficiently and will enhance the Remaining Group’s operations and financial prospects in the
long run.

Upon Completion, the Purchaser will hold the entire issued share capital of Target
Company. The Board intends to continue to supply the Products to the Disposal Group after
Completion. The Board considers that the entering into of the Framework Supply Agreement
will be beneficial to the Remaining Group since (i) it would allow the Remaining Group to
retain the Disposal Group as its valuable customer, whose brand Products are currently
supplied by Remaining Group; and (ii) as disclosed in the section headed ‘‘The Proposed
CCTs’’ in this circular, the terms of and the prices of the Products to be supplied by the
Remaining Group under the Framework Supply Agreement shall be determined after arm’s
length negotiation and with reference to the price for similar transactions with the Independent
Third Parties.

DEED OF NON-COMPETITION

Reference is made to the deed of non-competition dated 30 May 2019 (the ‘‘Deed of Non-
competition’’) given by each of Mr. Berg, Easy Achiever, Elect Lead, Berg Group, Mr.
Henriksen, RHS and GPG (together the ‘‘Covenantors’’), each being a controlling
Shareholder, in favour of the Company and its subsidiaries in order to avoid potential
competition between the Group and its controlling Shareholders.

Pursuant to the Deed of Non-competition, each of the Covenantors has irrevocably and
unconditionally undertaken to the Company (for itself and for the benefit of its subsidiaries)
that, he/it shall not, and shall procure that none of their respective close associates (other than
members of the Group) will, during the period which (i) the Shares remain listed on the Stock
Exchange; and (ii) the Convenantors and their close associates (other than members of the
Group), individually or jointly, are entitled to exercise, or control the exercise of, not less than
30% of the voting power at general meetings of the Company; or (iii) the Convenantors or the
relevant close associates remain as a director of any member of the Group (the ‘‘Restricted
Period’’), directly or indirectly, either on their own account, in conjunction with, on behalf of,
or through any person, firm or company, partnership, joint venture or other contractual
arrangement among other things, carry on, participate or be interested, engaged, concerned or
otherwise involved (directly or indirectly) in or acquire or hold (in each case whether as a
shareholder, partner, agent or otherwise and whether for profit, reward or otherwise) any
business in competition with or likely to be in competition with the existing business activity
of any member of the Group or any business activity to be conducted by any member of the
Group from time to time (the ‘‘Restricted Business’’) and where they become aware of such
engagement of the Restricted Business, they shall notify the Company immediately.
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At present, the Group operates its business through two segments, including the private
label products segment (i.e. the Remaining Business) and the branded products segment (i.e.
the Disposed Business). Upon Completion, the Remaining Group will continue to operate the
Remaining Business while the Disposal Group will operate the Disposed Business. The
Remaining Group will remain as a manufacturer of bags and luggage products while the
Disposal Group will continue to engage in sales, marketing and distribution of bags and
luggage products. As the Group will no longer be conducting the Disposed Business after the
Disposal, the business activity of the Disposed Business will no longer fall within the
definition of ‘‘Restricted Business’’ under the Deed of Non-competition.

The Remaining Business and the Disposed Business are positioned at different spectrum
of the industry value chain given the key difference in their business model. The Board is of
the view that the Disposed Business does not compete with or likely to be in competition with
the Remaining Business given the key delineation set out above. As such, the sale and
purchase of the Sale Shares in the Target Company will not cause any of the Covenantors to
violate the provisions of the Deed of Non-competition and therefore the Deed of Non-
competition would be complied with. Each of the Covenantors will continue to make an annual
declaration to the Company that he/it has complied with the terms of the Deed of Non-
competition. Please refer to the section headed ‘‘Reasons for and benefits for the Disposal and
the Proposed CCTs’’ for details of the reasons and benefits for the Disposal.

FINANCIAL EFFECTS OF THE DISPOSAL AND NET PROCEEDS OF THE
DISPOSAL

Upon Completion, Company will not hold any interests in the Target Company and the
Target Company will cease to be a subsidiary of the Company. Accordingly, the financial
results of the Disposal Group will cease to be consolidated to the financial statements of the
Company.

Earnings

For illustration purpose only, based on the unaudited net assets of the Disposal Group of
approximately HK$30,425,000 as at 30 September 2021 and the Consideration of
HK$30,500,000, the Company is expected to recognise a gain (before transaction costs) of
approximately HK$75,000 from the Disposal following Completion.

Net assets

Based on the unaudited consolidated financial statements of the Group as at 30 September
2021 and the Disposal Group as at 30 September 2021, as a result of the Disposal, the total
assets and total liabilities of the Remaining Group are expected to decrease by approximately
HK$62,200,000 and HK$62,300,000 respectively, while the net assets (before deduction of
transaction costs and expenses) of the Remaining Group is expected to increase by HK$75,000.

The actual gain/loss on the Disposal and the financial position of the Disposal Group may
be different from the above and will be determined based on the financial position of the
Disposal Group on the date of the Completion and be subject to audit.
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The Company intends to apply the net proceeds (after the deduction of the transaction
costs) from the Disposal, which is estimated to be approximately HK$29,360,000 in the
following manner: (i) approximately HK$24,360,000 for the business operations of the
Remaining Group for the two years ending 31 December 2023, of which approximately
HK$15,440,000 will be applied for expanding the sales network, HK$4,000,000 will be applied
for enhancing and expanding the manufacturing capabilities and HK$4,920,000 will be applied
for enhancing development capabilities and widening the product range (please refer to the
section headed ‘‘Information about the Remaining Group’’ for details of the business plan of
the Remaining Group); and (ii) approximately HK$5,000,000 as general working capital for the
next twelve-month period after Completion.

UNUTILISED USE OF PROCEEDS FROM LISTING

As at the Latest Practicable Date, the unutilised net proceeds from Listing was amounted
to HK$2,250,000, which is intended to apply for enhancing the Group’s information
technology management system by 31 December 2022. The Directors confirmed that there will
be no change in use of proceeds as a result of the Disposal.

EGM

The EGM will be convened for the Independent Shareholders to consider and, if thought
fit, to approve, among other things, (i) the Sale and Purchase Agreement and the transactions
contemplated thereunder and (ii) the Framework Supply Agreement and the transactions
(together with Annual Caps) contemplated thereunder.

A form of proxy for use at the EGM is enclosed with this circular. Whether or not you
intend to attend the EGM, you are requested to complete the accompanying proxy form in
accordance with the instructions printed thereon and return the same to the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong as soon as possible and in any event not later than 48
hours before (i.e. no later than 10:00 a.m. on Sunday, 26 December 2021) the time appointed
for holding of the meeting or any adjournment thereof. Completion and return of the proxy
form will not preclude you from attending and voting in person at the EGM or any adjourned
meeting if you are subsequently able to be present and, in such event, the proxy form shall be
deemed to be revoked. The resolutions proposed to be approved at the EGM will be taken by
poll and an announcement on the results of the EGM will be made by the Company thereafter.

BOOK CLOSURE FOR DETERMINING VOTING ENTITLEMENTS AT THE EGM

For determining the entitlement to attend and vote at the above meeting, the register of
members of the Company will be closed from Wednesday, 22 December 2021 to Tuesday, 28
December 2021, both days inclusive, in order to determine the identity of the members of the
Company who are entitled to attend and vote at the above meeting. All transfers of shares
accompanied by the relevant share certificates and transfer forms must be lodged with the
Company’s Hong Kong branch share registrar, Tricor Investor Services Limited, at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong before 4:30 p.m. on Tuesday, 21
December 2021.
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LISTING RULES IMPLICATIONS

The Disposal

One or more of the applicable percentage ratios in respect of the Disposal are more than
25% but are less than 75%. Accordingly, the Disposal constitutes a major transaction of the
Company and is subject to the reporting, announcement, circular and shareholders’ approval
requirements pursuant to Chapter 14 of the Listing Rules.

The Purchaser is wholly-owned by Vking and the entire issued share capital of which is
owned by Mr. Berg, the chairman of the Board, an executive Director and the controlling
Shareholder interested in 510,000,000 Shares of the Company, representing 51% of the issued
share capital of the Company. Accordingly, the Purchaser is a connected person of the
Company and the Disposal constitutes a connected transaction of the Company and is subject
to the reporting, announcement, circular and Independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

The Proposed CCTs

Upon Completion, the Purchaser will hold the entire issued share capital of the Target
Company and the Disposal Group will become a connected person of the Company under
Chapter 14A of the Listing Rules. The Proposed CCTs contemplated under the Framework
Supply Agreement will constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules.

As all the applicable percentage ratios in respect of the Proposed CCTs with reference to
the Annual Caps under the Framework Supply Agreement are more than 5%, the transactions
contemplated under the Framework Supply Agreement constitute non-exempt continuing
connected transactions for the Company and are subject to the reporting, announcement and
Independent Shareholders’ approval requirements and the annual review requirements under
Chapter 14A of the Listing Rules.

Each of Mr. Berg, being the chairman of the Board, an executive Director and a
controlling Shareholder with a material interest in the Disposal and the Proposed CCTs, and
Mr. Henriksen, being an executive Director acting in concert with Mr. Berg pursuant to a deed
of acting in concert confirmation and undertaking dated 16 March 2018, abstained from voting
in the relevant resolutions of the Board in approving the above.

Pursuant to the Listing Rules, any Shareholder with a material interest in the transactions
contemplated under the Sale and Purchase Agreement and the Framework Supply Agreement
and its associates are required to abstain from voting at the EGM on the relevant resolutions in
relation thereto. As such, the Purchaser and his associates, including GPG, a company
indirectly owned as to approximately 88.7% by Mr. Berg (who indirectly owns the entire share
capital of the Purchaser), which held 510,000,000 Shares in the issued share capital of the
Company as at the Latest Practicable Date, are required to abstain from voting at the EGM on
such resolutions. To the best of the Directors’ knowledge and information and belief having
made all reasonable enquiries, no other Shareholder has a material interest in the aforesaid
matters and will be required to abstain from voting at the EGM.
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RECOMMENDATIONS

You are advised to read carefully the letter from the Independent Board Committee on
pages 24 to 25 of this circular. The Independent Board Committee, having taken into account
the advice of Gram Capital, the text of which is set out on pages 26 to 41 of this circular,
considers that (i) although the entering into of the Sale and Purchase Agreement is not
conducted in the ordinary and usual course of business of the Group, the terms of the Sale and
Purchase Agreement are on normal commercial terms, and are fair and reasonable and in the
interests of the Company and the Shareholders as a whole; and (ii) the terms of the Framework
Supply Agreement and the transactions (together with the Annual Caps) contemplated
thereunder are in the ordinary and usual course of business of the Group, are conducted on
normal commercial terms and are fair and reasonable and in the interests of the Company and
the Shareholders as a whole. Accordingly, the Independent Board Committee recommends the
Independent Shareholders to vote in favour of the relevant ordinary resolutions to be proposed
at the EGM to approve (i) the Sale and Purchase Agreement and the transactions contemplated
thereunder and (ii) the Framework Supply Agreement and the transactions (together with
Annual Caps) contemplated thereunder.

The Directors (excluding the independent non-executive Directors who have expressed
their recommendation in their letter to the Independent Shareholders on pages 24 to 25 of this
circular) consider that the Disposal, though not in the ordinary and usual course of business of
the Group, is conducted on normal commercial terms, is fair and reasonable and in the interests
of the Company and the Shareholders as a whole. Accordingly, the Board recommends the
Independent Shareholders to vote in favour of the ordinary resolution to be proposed at the
EGM to approve the Sale and Purchase Agreement and the transactions contemplated
thereunder.

The Directors (excluding the independent non-executive Directors who have expressed
their recommendation in their letter to the Independent Shareholders on pages 24 to 25 of this
circular) consider that the terms of the Framework Supply Agreement and the transactions
(together with Annual Caps) contemplated thereunder are in the ordinary and usual course of
business of the Group, are conducted on normal commercial terms, is fair and reasonable and
in the interests of the Company and the Shareholders as a whole. Accordingly, the Board
recommends the Independent Shareholders to vote in favour of the ordinary resolution to be
proposed at the EGM to approve the Framework Supply Agreement and the Proposed CCTs
(together with Annual Caps) contemplated thereunder.
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FURTHER INFORMATION

Your attention is drawn to the additional information set out in the appendices to this
circular.

Shareholders and potential investors should note that the Disposal is subject to
certain Disposal Conditions and may or may not materialise. There is no assurance that
the Disposal will proceed.

Shareholders and potential investors of the Company should exercise caution when
dealing in the Shares, and if they are in any doubt about their positions, they should
consult their professional adviser(s).

Yours faithfully,
By Order of the Board

Grown Up Group Investment Holdings Limited
Thomas Berg
Chairman
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(incorporated in the Cayman Islands with limited liability)

(Stock code: 1842)

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

7 December 2021

To the Independent Shareholders

Dear Sir/Madam,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO
THE DISPOSAL OF THE ENTIRE ISSUED SHARE CAPITAL

IN GROWN-UP LICENSES LIMITED;

(2) PROPOSED CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE FRAMEWORK SUPPLY AGREEMENT;

AND

(3) NOTICE OF EGM

INTRODUCTION

We refer to the circular of the Company dated 7 December 2021 (the ‘‘Circular’’) to the
Shareholders, of which this letter forms part. Terms defined in the Circular have the same
meanings in this letter unless the context otherwise requires.

We have been appointed to form the Independent Board Committee to consider and advise
the Independent Shareholders as to whether the terms of (i) the Sale and Purchase Agreement
and the transactions contemplated thereunder; and (ii) the Framework Supply Agreement and
the transactions contemplated thereunder (including the Annual Caps) are fair and reasonable
so far as the Independent Shareholders are concerned and whether the entering into of the Sale
and Purchase Agreement and the Framework Supply Agreement is in the interests of the
Company and the Shareholders as a whole.

Gram Capital has been appointed as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders on the fairness and
reasonableness of the aforesaid matters.

We wish to draw your attention to the letter from the Board and the letter from Gram
Capital in the Circular which contain, among other things, their advice, recommendations to us
regarding (i) the Sale and Purchase Agreement and the transactions contemplated thereunder;
and (ii) the Framework Supply Agreement and the transactions (together with the Annual
Caps) contemplated thereunder and the principal factors and reasons taken into consideration
for their advice and recommendations.
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RECOMMENDATIONS

Having taken into account of the advice and recommendations of Gram Capital, and the
principal factors and reasons taken into consideration by them in arriving at their opinion, we
consider (i) although the entering into of the Sale and Purchase Agreement is not conducted in
the ordinary and usual course of business of the Group, the terms of the Sale and Purchase
Agreement are on normal commercial terms, and are fair and reasonable and in the interests of
the Company and the Shareholders as a whole; and (ii) the terms of the Framework Supply
Agreement and the transactions (together with the Annual Caps) contemplated thereunder are
conducted in the ordinary and usual course of business of the Group, on normal commercial
terms and are fair and reasonable and in the interests of the Company and the Shareholders as
a whole.

Accordingly, we recommend the Independent Shareholders to vote in favour of the
ordinary resolutions to be proposed at the EGM to approve (i) the Sale and Purchase
Agreement and the transactions contemplated thereunder; and (ii) the Framework Supply
Agreement and the transactions (together with Annual Caps) contemplated thereunder.

Yours faithfully,
For and on behalf of the Independent Board Committee

Mr. Tang Tin Lok Stephen Mr. Lau Ning Wa Ricky Mr. Wong Kai Hing
Independent non-executive Directors
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Set out below is the text of a letter received from Gram Capital, the Independent
Financial Adviser to the Independent Board Committee and Independent Shareholders in
respect of the Disposal and the Proposed CCTs for the purpose of inclusion in this circular.

Room 1209, 12/F.
Nan Fung Tower
88 Connaught Road Central/
173 Des Voeux Road Central
Hong Kong

7 December 2021

To: The Independent Board Committee and the Independent Shareholders
of Grown Up Group Investment Holdings Limited

Dear Sir/Madam,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO
THE DISPOSAL OF THE ENTIRE ISSUED SHARE CAPITAL

IN GROWN-UP LICENSES LIMITED; AND
(2) PROPOSED CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE FRAMEWORK SUPPLY AGREEMENT

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders of the Company in respect of
the Disposal and the Proposed CCTs, details of which are set out in the letter from the Board
(the ‘‘Board Letter’’) contained in the circular dated 7 December 2021 issued by the Company
to the Shareholders (the ‘‘Circular’’), of which this letter forms part. Terms used in this letter
shall have the same meanings as defined in the Circular unless the context requires otherwise.

With reference to the Board Letter, on 29 October 2021 (after trading hours), the Vendor
and the Purchaser entered into the Sale and Purchase Agreement, pursuant to which, the
Purchaser has conditionally agreed to acquire and the Vendor has conditionally agreed to sell
the Sale Shares in the Target Company at a cash consideration of HK$30,500,000 pursuant to
the terms and conditions of the Sale and Purchase Agreement.

The Group has been producing and supplying the Products to the Disposal Group and it is
expected that the Group will continue to produce and supply the Products to the Disposal
Group after the Disposal. As such, the Remaining Group and the Disposal Group intend to
enter into the Framework Supply Agreement upon Completion, pursuant to which the
Remaining Group will sell and the Disposal Group will purchase the Products in accordance
with the terms of the Framework Supply Agreement.
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With reference to the Board Letter, the Disposal constitutes a major and connected
transaction for the Company and is therefore subject to reporting, announcement and
independent shareholders’ approval requirements under the Chapter 14 and Chapter 14A of the
Listing Rules. The Proposed CCTs constitute non-exempt continuing connected transactions for
the Company and are subject to the reporting, announcement and Independent Shareholders’
approval requirements and the annual review requirements under Chapter 14A of the Listing
Rules.

The Independent Board Committee comprising Mr. Tang Tin Lok Stephen, Mr. Lau Ning
Wa Ricky and Mr. Wong Kai Hing, being all of the independent non-executive Directors, has
been formed to advise the Independent Shareholders on (i) whether the terms of the Disposal
and the Proposed CCTs are on normal commercial terms and are fair and reasonable; (ii)
whether the Disposal and the Proposed CCTs are in the interests of the Company and the
Shareholders as a whole and is conducted in the ordinary and usual course of business of the
Group; and (iii) how the Independent Shareholders should vote in respect of the resolutions to
approve the Disposal and the Proposed CCTs at the EGM. We, Gram Capital Limited, have
been appointed as the Independent Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in this respect.

INDEPENDENCE

We were not aware of any relationships or interests between Gram Capital and the
Company during the past two years immediately preceding the Latest Practicable Date, or any
other parties that could be reasonably regarded as hindrance to Gram Capital’s independence to
act as the Independent Financial Adviser.

BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Committee and the Independent
Shareholders, we have relied on the statements, information, opinions and representations
contained or referred to in the Circular and the information and representations as provided to
us by the Directors. We have assumed that all information and representations that have been
provided by the Directors, for which they are solely and wholly responsible, are true and
accurate at the time when they were made and continue to be so as at the Latest Practicable
Date. We have also assumed that all statements of belief, opinion, expectation and intention
made by the Directors in the Circular were reasonably made after due enquiry and careful
consideration. We have no reason to suspect that any material facts or information have been
withheld or to doubt the truth, accuracy and completeness of the information and facts
contained in the Circular, or the reasonableness of the opinions expressed by the Company, its
advisers and/or the Directors, which have been provided to us. Our opinion is based on the
Directors’ representation and confirmation that there is no undisclosed private agreement/
arrangement or implied understanding with anyone concerning the Disposal and the Proposed
CCTs. We consider that we have taken sufficient and necessary steps on which to form a
reasonable basis and an informed view for our opinion in compliance with Rule 13.80 of the
Listing Rules.
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We have not made any independent evaluation or appraisal of the assets and liabilities of
the Disposal Group, and we have not been furnished with any such evaluation or appraisal,
save as and except for the Valuation Report prepared by the Independent Valuer as set out in
Appendix II to the Circular. Since we are not experts in the valuation of assets or business, we
have relied solely upon the Valuation Report for the Valuation as at 30 September 2021.

The Circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose
of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief, the information contained in
the Circular is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement in the Circular
or the Circular misleading. We, as the Independent Financial Adviser, take no responsibility
for the contents of any part of the Circular, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed
view and to provide a reasonable basis for our opinion. We have not, however, conducted any
independent in-depth investigation into the business and affairs of the Company, the Purchaser,
or their respective subsidiaries or associates (if applicable), nor have we considered the
taxation implication on the Group or the Shareholders as a result of the Disposal and the
Proposed CCTs. Our opinion is necessarily based on the financial, economic, market and other
conditions in effect and the information made available to us as at the Latest Practicable Date.
Shareholders should note that subsequent developments (including any material change in
market and economic conditions) may affect and/or change our opinion and we have no
obligation to update this opinion to take into account events occurring after the Latest
Practicable Date or to update, revise or reaffirm our opinion. In addition, nothing contained in
this letter should be construed as a recommendation to hold, sell or buy any Shares or any
other securities of the Company.

Lastly, where information in this letter has been extracted from published or otherwise
publicly available sources, it is the responsibility of Gram Capital to ensure that such
information has been correctly extracted from the relevant sources while we are not obligated
to conduct any independent in-depth investigation into the accuracy and completeness of those
information.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Disposal and the Proposed CCTs, we have
taken into consideration the following principal factors and reasons:

Information on the Group

With reference to the Board Letter, the Group is principally engaged in the
designing, developing, manufacturing and selling bag and luggage products catered to kid,
teen, sports, leisure, business, travel and technical segments. At present, the Group
operates its business through two segments including the private label products segment
(i.e. the Remaining Business) and the branded products segment (i.e. the Disposed
Business).
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Set out below is a summary of the consolidated financial information of the Group
for the two years ended 31 December 2020 as extracted from the Company’s annual report
for the year ended 31 December 2020 (the ‘‘2020 Annual Report’’) and for the six
months ended 30 June 2021 (the ‘‘1H2021’’) as extracted from the Company’s interim
report for the six months ended 30 June 2021 (the ‘‘2021 Interim Report’’):

For the
year ended

31 December
2020

For the
year ended

31 December
2019

Change
from 2019

to 2020
HK$’000 HK$’000 %
(audited) (audited)

Revenue 347,387 304,788 13.98
— Private label products segment
(i.e. the Remaining Business) 276,644 181,143 52.72

— Branded label products segment
(i.e. the Disposed Business) 70,743 123,645 (42.79)

Gross profit 75,563 78,829 (4.14)
Loss for the year (14,477) (29,500) (50.93)

For the
six months

ended
30 June 2021

For the
six months

ended
30 June 2020

Change
from 2020

to 2021
HK$’000 HK$’000 %

(unaudited) (unaudited)

Revenue 223,756 196,662 13.78
— Private label products segment
(i.e. the Remaining Business) 166,435 140,112 18.79

— Branded label products segment
(i.e. the Disposed Business) 57,321 56,550 1.36

Gross profit 52,434 51,513 1.79
Profit for the period 4,113 3,438 19.63

As illustrated in the above table, the Group’s revenue for the year ended 31
December 2020 (‘‘FY2020’’) increased by approximately 13.98% as compared to that for
the year ended 31 December 2019 (‘‘FY2019’’). With reference to the 2020 Annual
Report, such increase was mainly attributable to the increase in revenue from the
Remaining Business as a result of (i) increase in sales of tool bags to the U.S. in the
second half of 2020; (ii) sales of isolation gowns in order to accommodate to an
immediate demand of personal protective equipment which arose as a consequence of the
outbreak of the COVID-19 pandemic; and (iii) increase in demand of medical bags and
related supplies from existing and new customers. Nevertheless, due to the preventive
measures imposed as a result of the spread of the COVID-19 pandemic, certain retail and

LETTER FROM GRAM CAPITAL

– 29 –



department stores, as well as schools, were closed which lowered the customers’ demand
on the Group’s products under the Disposed Business which mainly distributes schoolbags
and travelling luggage via retail and department stores.

With reference to the 2020 Annual Report, the Group’s overall gross profit margin
decreased from approximately 25.86% for the FY2019 to approximately 21.75% for
FY2020. The decrease of gross profit margin was mainly driven by higher sales
proportion of private label products at lower gross profit margin during FY2020.

As noted from the 2020 Annual Report, despite the decreases in the Group’s gross
profit and gross profit margin for FY2020 as compared to those for FY2019, the Group’s
loss for FY2020 was substantially reduced by approximately 50.93% mainly as a result of
reduction in administrative expenses.

With reference to the 2021 Interim Report, while the Group has been experiencing
the negative impacts caused by the COVID-19 pandemic, the transformative changes of
expanding its supply chain and production footprint out of the PRC that the Group put
into action, which were originally motivated by the trade tensions between the U.S. and
the PRC, enabled the Group to navigate the uncertainty with confidence, especially for the
Remaining Business mainly focusing on functional products, including tool bags, sports
bags, technical and medical related products, of which the demand is less impacted by the
outbreak of the COVID-19 Pandemic. As illustrated in the above table, the Group’s
revenue, gross profit and profit for 1H2021 improved as compared to those for the
corresponding period in 2020 (‘‘1H2020’’).

With reference to the 2021 Interim Report, the Directors of the Group is aware of the
ever-changing conditions, and throughout 2021, the Group will remain focus on
increasing efficiency while cultivating the responsiveness of the organisation which
brought the Company through the COVID-19 pandemic. The Group is striving to achieve
significant improvements in efficiency and costs in all business units within the
framework of its restructuring programme which will ensure adherence to the Group’s
continuous ability to perform valuable services and products in the coming years.

Information on the Disposal Group

With reference to the Board Letter, the Disposal Group is principally engaged in the
Disposed Business, which comprises the sales and distribution of the licensed brand bag
and luggage products for the Group’s proprietary Ellehammer brand as well as pursuant to
licensing arrangements with the licensors. The Target Company is a direct wholly-owned
subsidiary of the Vendor, and an indirect wholly-owned subsidiary of the Company.
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Set out below is a summary of the Disposal Group’s financial information for the
two years ended 31 December 2020 as extracted from the Board Letter:

For the
year ended

31 December
2020

For the
year ended

31 December
2019

Change
from 2019

to 2020
HK$’000 HK$’000 %

(unaudited) (unaudited)

Revenue 70,379 121,596 (42.12)
Loss for the year (13,935) (1,052) (1,224.62)

As depicted from the table above, the Disposal Group’s revenue for FY2020
decreased by approximately 42.12% as compared to that for FY2019. The Disposal
Group’s loss for FY2020 increased by approximately 1,224.62% to approximately
HK$13.94 million, as compared that for FY2019. As aforementioned, due to the
preventive measures imposed as a result of the spread of the COVID-19 pandemic, certain
retail and department stores, as well as schools, were closed which lowered the
customers’ demand on the Disposal Group’s products which mainly distributes schoolbags
and travelling luggage via retail and department stores. The Disposal Group’s financial
performance was deteriorated accordingly.

We also noted from the 2020 Annual Report and the 2021 Interim Report that the
Disposed Business recorded segment loss during FY2020 and 1H2021.

Information on the Supplier

With reference to the Board Letter, the Supplier is an indirect wholly-owned
subsidiary of the Company incorporated in Hong Kong with limited liability and is
principally engaged in manufacturing and trading of bags and luggages.

Information on the Purchaser

With reference to the Board Letter, the Purchaser is an investment holding company
incorporated in Hong Kong with limited liability and is wholly-owned by Vking, which in
turn is wholly-owned by Mr. Berg. Mr. Berg is the chairman of the Board, an executive
Director and a controlling Shareholder. Accordingly, the Purchaser is a connected person
of the Company.

Reasons for and benefits of the Disposal and the Proposed CCTs

As illustrated under the sections headed ‘‘Information on the Group’’ and
‘‘Information on the Disposal Group’’ above, the performance of the Disposed Business
for FY2019, FY2020 and 1H2021 was relatively weak as compared to that of the
Remaining Business.
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With reference to the Board Letter, the Company expects that the performance of the
Disposed Business will remain weak and that the turnaround of the Disposed Business
will entail substantial investments in market positioning and advertising, with additional
resources in boosting brand awareness. The Directors believe that this will mean a costly
effort while optimal results will only be achieved in a long-time span. The Disposal
follows from the strategic decision by the Company in light of the current business
environment and the continuing impact of COVID-19. The Company believes that the
Remaining Business, being the Group’s core business, remains sustainable with significant
growth as the main sales and profit driver of the Group.

Detailed reasons for and benefits of the Disposal are set out under the section headed
‘‘REASONS FOR AND BENEFITS FOR THE DISPOSAL AND THE PROPOSED
CCTS’’ of the Board Letter.

With reference to the Board Letter, the net proceeds (after deduction of the
transaction costs) from the Disposal are expected to be approximately HK$29,360,000. It
is the intention of the Company to use such proceeds for the business operation and
development of the Remaining Business with a view to improve its profitability and
overall business prospects. The Company is of the view that the Disposal represents an
opportunity for reallocating the resources of the Remaining Group more efficiently and
will enhance the Remaining Group’s operations and financial prospects in the long run.

With reference to the Board Letter, upon Completion, the Purchaser will hold the
entire issued share capital of Target Company. The Board intends to continue to supply
the Products to the Disposal Group after Completion. The Board considers that the
entering into of the Framework Supply Agreement will be beneficial to the Remaining
Group since (i) it would allow the Remaining Group to retain the Disposal Group as its
valuable customer, whose brand Products are currently supplied by the Remaining Group;
and (ii) the terms of and the prices of the Products to be supplied by the Remaining
Group under the Framework Supply Agreement shall be determined after arm’s length
negotiation and with reference to the price for similar transactions with independent third
parties.

Having considered (i) the weak performance of the Disposed Business during
FY2019, FY2020 and 1H2021; (ii) the Disposal will allow the Group to focus on its
Remaining Business which recorded substantial growth in segment revenue from FY2019
to FY2020 and from 1H2020 to 1H2021; and (iii) the net proceeds from the Disposal can
facilitate the Group’s development in its Remaining Business, we concur with the
Directors that, although the Disposal is not conducted in the ordinary and usual course of
business of the Group, it is in the interests of the Company and the Shareholders as a
whole.

According to the Board Letter, the historical transaction amounts of the Proposed
CCTs were approximately HK$71.98 million, HK$33.31 million and HK$35.00 million
for FY2019, FY2020 and the nine months ended 30 September 2021, respectively. The
Proposed CCTs may generate substantial revenue for the Remaining Group.

LETTER FROM GRAM CAPITAL

– 32 –



In light of the above, we concur with the Directors that the Proposed CCTs are
conducted in the ordinary and usual course of business of the Group and are in the
interests of the Company and the Shareholders as a whole.

1. Major terms of the Disposal

Summarised below are the major terms of the Sale and Purchase Agreement,
details of which are set out under the section headed ‘‘THE DISPOSAL’’ of the
Board Letter.

Date: 29 October 2021

Parties: The Vendor and the Purchaser

Assets to be disposed: Pursuant to the terms and conditions of the Sale and
Purchase Agreement, the Vendor has conditionally
agreed to sell, and the Purchaser has conditionally
agreed to purchase the Sale Shares.

Consideration and
payment terms:

The Consideration for the Sale Shares shall be
HK$30,500,000, net of the Unpaid Payables (net due
from the Remaining Group to the Disposal Group) at
Completion (the ‘‘Set-off Arrangement’’), which the
Consideration shall not be more than HK$30,500,000
in any event. As at 30 September 2021, the Unpaid
Payables amounted to approximately HK$9,525,000.
For avoidance of doubt, the amount of the Unpaid
Payables is deemed to be settled at Completion.

The Consideration shall be payable by the Purchaser to
the Vendor in cash in the following manner:

(1) The Deposit of HK$1,525,000 shall be payable
upon signing of the Sale and Purchase
Agreement; and

(2) the Remaining Consideration shall be payable
within 60 days after Completion.

The Deposit is to be refunded to the Purchaser in full
if the Disposal Conditions are not fulfilled on or
before the Long Stop Date.
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With reference to the Board Letter, the Consideration was determined after
arm’s length negotiations between the Vendor and the Purchaser based on the
unaudited consolidated net asset value of the Target Group of approximately
HK$30,425,000 as at 30 September 2021 and the preliminary appraised value of
100% shareholding interest of the Target Company as at 30 September 2021, which
amounts to HK$30,425,000 under the Valuation conducted by the Independent
Valuer, using asset-based approach.

The Valuation

To assess the fairness and reasonableness of the Consideration, we noted
from the Valuation Report prepared by the Independent Valuer that the
Valuation as at 30 September 2021 was HK$30,425,000.

For our due diligence purpose, we reviewed and enquired into (i) the terms
of engagement of the Independent Valuer with the Company; (ii) the
Independent Valuer’s qualification in relation to the preparation of the
Valuation Report; and (iii) the steps and due diligence measures taken by the
Independent Valuer for conducting the Valuation Report. From the mandate
letter and other relevant information provided by the Independent Valuer and
based on our interview with them, we were satisfied with the terms of
engagement of the Independent Valuer as well as their qualification for
preparation of the Valuation Report. The Independent Valuer also confirmed
that they are independent to the Group, the Purchaser and their respective
associates.

The Valuation Report was prepared by the Independent Valuer by adopting
asset-based approach. As confirmed by the Independent Valuer, the Independent
Valuer considered three generally accepted approaches to assess the market
value of the Sale Shares, namely the market approach, the asset-based approach,
and the income approach. According to the Valuation Report:

(i) Among the three approaches, the Independent Valuer considered that
asset-based approach was more appropriate for valuing the Target
Company, given that participants would be able to recreate an asset
with substantially the same utility as the Target Company, without
regulatory or legal restrictions.

(ii) While useful for certain purposes, the market approach was not
adopted in this case because the Target Company had operating loss-
making in FY2020 and FY2019, there were no earnings multiples can
be applied in the valuation analysis. In addition, based on the
Company’s discussion with the Valuer, price to book ratio (P/B) is
considered useful in practice when applies to capital-intensive
businesses, such as energy, property developers, which however is
not the case for the Target Company and P/B is considered less
appropriate. On the other hand, sales multiple does not take into
account the cost structure, including cost of sales, other expenses and
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taxes, of the licensing business/products of the Target Company,
which involves different licensing terms, products requirements and
operating locations with different brand partners. As a result, sales
multiple is not considered in the valuation analysis.

(iii) The income approach was not adopted because a lot of assumptions
would have to be made and the valuation could be largely influenced
by any inappropriate assumptions made.

During our discussion with the Independent Valuer, we did not identify
any major factor which caused us to doubt the fairness and reasonableness of
the methodology, principal bases, assumptions and parameters adopted for the
Valuation Report.

Having considered that, among the three commonly adopted valuation
approaches (i.e. asset-based approach, market approach and income approach),
asset-based approach was more appropriate for valuing the Target Company and
there are disadvantages of market approach and income approach as mentioned
above, we did not cross-check the Valuation with other valuation approach.

Having considered our aforementioned due diligence performed on the
Valuation Report and that the Consideration of HK$30,500,000 represents a
slight premium over the Valuation of HK$30,425,000 as at 30 September 2021,
we are of the view that the Consideration is fair and reasonable.

As advised by the Directors and according to the Disposal Group’s
management account for the nine months ended 30 September 2021, there were
amount due from the Remaining Group to the Disposal Group and amount due
from the Disposal Group to the Remaining Group, the net of which was Unpaid
Payables. Under the Set-off Arrangement, part of the Consideration will be
applied for setting-off the Unpaid Payables. With reference to the Board Letter,
the amount of the Unpaid Payables is deemed to be settled at Completion. We
consider such arrangement to be fair and reasonable.

Share Charge

To secure the obligations of the Purchaser to pay the Remaining
Consideration under the Sale and Purchase Agreement, Mr. Berg, as chargor,
agreed to execute a deed of share charge in favour of the Vendor (as chargee) at
Completion, pursuant to which Mr. Berg will charge by way of first legal
charge the entire shareholding interest in Vking, together with all the rights and
interest thereto (including but not limited to dividends) to the Vendor. The
Purchaser shall procure Mr. Berg to execute the Share Charge to the satisfaction
of the Vendor at Completion. The Charge Period shall begin from the date of
execution of the Share Charge until the full settlement of the Consideration.
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As the Remaining Consideration shall be payable within 60 days after
Completion, we consider that the Share Charge can mitigate the risk of the
Purchaser’s possible breach of its obligations to pay the Remaining
Consideration.

Taking into account the above principal terms of the Disposal, we consider
that the terms of the Disposal are fair and reasonable, on normal commercial
terms and in the interest of the Company and the Shareholders as a whole.

Possible financial effects of the Disposal

With reference to the Board Letter, after Completion, the Company will
not hold any interests in the Target Company and the Target Company will
cease to be a subsidiary of the Company. Accordingly, the financial results of
the Disposal Group will cease to be consolidated to the financial statements of
the Company. In addition, for illustration purpose only, based on the unaudited
net assets of the Disposal Group of approximately HK$30,425,000 as at 30
September 2021 and the Consideration of HK$30,500,000, the Company is
expected to recognise a gain (before transaction costs) of approximately
HK$75,000 from the Disposal following Completion.

It should be noted that the aforementioned analyses are for illustrative
purposes only and do not purport to represent how the financial position of the
Group will be upon Completion.

2. Major terms of the Proposed CCTs

Summarised below are the major terms of the Framework Supply Agreement,
details of which are set out under the section headed ‘‘THE PROPOSED CCTs’’ of
the Board Letter.

Date: It is proposed that the Framework Supply Agreement
will be entered into upon Completion

Parties: The Supplier and the Target Company

Subject matter: The Supplier Group will sell and the Disposal Group
will purchase the Products in accordance with the
terms of the Framework Supply Agreement
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Pricing: The price will be agreed between the relevant member
of the Supplier Group and the relevant member of the
Disposal Group, which shall be determined in the
ordinary course of business on normal commercial
terms, negotiated on arm’s length basis by both parties
and based on the prevailing market price at the time of
the transaction (which shall be on terms no less
favourable than those offered by the Group to the
Independent Third Parties and/or prevailing in the
market for the Products of similar type and quality)

Term: From Completion till 31 December 2024

Further details regarding the pricing of the Proposed CCTs as extracted from
the Board Letter are set out below:

The Products to be sold by the Supplier Group to the Disposal Group will be
agreed between the relevant member of the Supplier Group and the relevant member
of the Disposal Group, which shall be determined in the ordinary course of business
on normal commercial terms, negotiated on arm’s length basis by both parties and
based on the prevailing market price at the time of the transaction, which shall be on
terms no less favourable than those offered by the Group to Independent Third
Parties and/or prevailing in the market for Products of similar type and quality.

In determining the prevailing market price, the Group will collect relevant
market information and/or price quotations offered by the Group to Independent
Third Parties for products of similar type and quality, and review and compare such
data with the price(s) of the Products. In general, the Group will select one or two
price quotations of comparable products (i.e. similar quality, type and/or
specifications, and sold under similar terms and quantity) offered to Independent
Third Parties within the closest time to the proposed sales of the Products. The
Group will then compare the prices for comparable products offered by the Group to
Independent Third Parties with those proposed to be agreed between the Supplier
Group and the Disposal Group. In any event, the terms on which the Products sold
by the Supplier Group to members of the Disposal Group shall be no less favourable
to the Group than those on which comparable products are sold by the Group to
Independent Third Parties or those prevailing in the market.

The relevant personnel of the sales/merchandising team of the Group will
review the prices of Products offered by the Supplier Group to the Disposal Group
before the entering into of individual contracts pursuant to the Framework Supply
Agreement. In the event that the prices of Products offered by the Supplier Group to
the Disposal Group are less favourable to the Group than those offered by the Group
to the Independent Third Parties for comparable products, the Group will not enter
into such transactions and will at its best effort further negotiate with the Disposal
Group for more favourable terms.
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In the event that there are no comparable products sold to the Independent
Third Parties, the Company will adopt the cost plus basis which the sales price of the
Products shall be calculated based on a gross profit margin falling within a range of
percentage determined and approved by the relevant personnel of the sales/
merchandising team of the Group with reference to the factors including the range
of the most recent sales margins offers to the Disposal Group and comparable
customers (i.e. brand partners) of the Group as well as the business and market
conditions.

The Company has also adopted the measures as set out under the section headed
‘‘INTERNAL CONTROL MEASURES’’ of the Board Letter for monitoring the
Proposed CCTs between the Supplier Group and the Disposal Group and to ensure
that the Proposed CCTs will be conducted on normal commercial terms and in
accordance with the Framework Supply Agreement and the pricing policy of the
Company.

Despite the fact that the transactions between the Supplier Group and the
Disposal Group are intra-group transactions, for our due diligence purpose, we
requested and the Company randomly provided us three transaction records and
executed orders in 2020 and 2021 regarding sales of backpack and bags by the
Supplier Group to (i) the Disposal Group; and (ii) Independent Third Parties. We
consider the number of samples and the sampling period to be sufficient from the
Independent Financial Adviser’s perspective as samples are from the most recent
years. From the above documents, we noted the selling prices, the corresponding cost
of the products sold under the executed orders and the gross profit margins derived
therefrom. We found that the gross profit margins generated from the aforesaid sales
to the Disposal Group were higher than the gross profit margins generated from the
aforesaid sales to Independent Third Parties.

Having considered our findings as aforementioned, the systematic pricing
mechanism and internal control measures above, we are of the view that the effective
implementation of the aforesaid pricing mechanism and internal control measures
would help to ensure fair pricing of the Proposed CCTs in compliance with the
pricing policy.

Proposed annual caps

With reference to the Board Letter, set out below are the historical
transaction amounts and the Annual Caps for the Proposed CCTs:

For the
year ended

31 December
2019

For the
year ended

31 December
2020

For the nine
months ended
30 September

2021
HK$ HK$ HK$

Historical transaction
amounts 71,976,000 33,309,000 34,997,000
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For the
year ending

31 December
2022

For the
year ending

31 December
2023

For the
year ending

31 December
2024

HK$ HK$ HK$

Proposed annual caps 70,000,000 70,000,000 70,000,000

With reference to the Board Letter, the Annual Caps have been determined
with reference to: (i) the historical sales figures of the Products to the Disposal
Group; and (ii) the actual/projected order requirements of the Products from the
Disposal Group for year ending 31 December 2021 (‘‘FY2021’’).

For our due diligence purpose, we obtained and reviewed the calculation of
the Annual Caps (the ‘‘Calculation’’). We noted that the Calculation covers the
following elements:

(i) The historical transaction amount of the Proposed CCTs of
approximately HK$35 million for the nine months ended 30
September 2021 (‘‘Historical Amount for 9m2021’’).

(ii) The estimated transaction amount of the Proposed CCTs of
approximately HK$23 million to be incurred during FY2021 based on
actual outstanding orders placed by the Disposal Group (the ‘‘FY2021
Estimated Amount Based On Order’’).

For our due diligence purpose, we obtained a list of such actual
outstanding orders placed by the Disposal Group (the ‘‘Order List’’)
and performed sampling check on three orders. We noticed that (i) the
FY2021 Estimated Amount Based On Order is the sum of the
amounts of actual outstanding orders placed by the Disposal Group on
the Order List; and (ii) the amounts of the checked orders are
consistent with the amounts stated under the Order List. We consider
our sampling check to be sufficient from the Independent Financial
Adviser’s perspective.

(iii) Further estimated transaction amount of the Proposed CCTs of
approximately HK$6 million to be incurred during FY2021 based on
the Disposal Group’s operational requirements (the ‘‘FY2021 Further
Estimated Amount’’).

For our due diligence purpose, we discussed the underlying basis of
the FY2021 Further Estimated Amount with the Company’s
management.
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(iv) The total estimated transaction amount of the Proposed CCTs for
FY2021 is approximately HK$64 million, being the sum of Historical
Amount for 9m2021, FY2021 Estimated Amount Based On Order and
FY2021 Further Estimated Amount.

(v) The Annual Caps of HK$70 million for each of the three years ending
31 December 2024 were derived after taking into account of a buffer
of 10% on the total estimated transaction amount of the Proposed
CCTs for FY2021, to cater for possible sales increase.

Having considered the Calculation above, we consider the Annual Caps for
the three years ending 31 December 2024 to be fair and reasonable.

Shareholders should note that as the Annual Caps are relating to future
events and was estimated based on assumptions which may or may not remain
valid for the entire period up to 31 December 2024, and they do not represent
forecasts of revenue to be generated from the Proposed CCTs. Consequently,
we express no opinion as to how closely the actual revenue to be generated
from the Proposed CCTs will correspond with the Annual Caps.

In light of the above, we consider that the terms of the Proposed CCTs
(including the Annual Caps) are on normal commercial terms and are fair and
reasonable.

Listing Rules implication on continuing connected transaction

The Directors confirmed that the Company shall comply with the
requirements of Rules 14A.53 to 14A.59 of the Listing Rules pursuant to which
(i) the value of the Proposed CCTs must be restricted by the Annual Caps for
the period concerned under the Framework Supply Agreements; (ii) the terms of
the Proposed CCTs must be reviewed by the independent non-executive
Directors annually; (iii) details of independent non-executive Directors’ annual
review on the Proposed CCTs must be included in the Company’s subsequent
published annual reports and financial accounts. Furthermore, it is also required
by the Listing Rules that the auditors of the Company must provide a letter to
the Board confirming, among other things, whether anything has come to their
attention that causes them to believe that the Proposed CCTs (i) have not been
approved by the Board; (ii) were not, in all material respects, in accordance
with the pricing policies of the Group; and (iii) have exceeded the Annual Caps.
In the event that the total amounts of the Proposed CCTs exceed the Annual
Caps, or that there is any material amendment to the terms of the Framework
Supply Agreement, as confirmed by the Directors, the Company shall comply
with the applicable provisions of the Listing Rules governing continuing
connected transactions.
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Given the above stipulated requirements for continuing connected
transactions pursuant to the Listing Rules, we are of the view that there are
adequate measures in place to monitor the Proposed CCTs and thus the interest
of the Independent Shareholders would be safeguarded.

RECOMMENDATIONS

Having taken into consideration the factors and reasons as stated above, we are of the
opinion that (i) the terms of the Disposal and the Proposed CCTs are on normal commercial
terms and are fair and reasonable; (ii) although the Disposal is not conducted in the ordinary
and usual course of business of the Group, it is in the interests of the Company and the
Shareholders as a whole; and (iii) the Proposed CCTs are conducted in the ordinary and usual
course of business of the Group and are in the interests of the Company and the Shareholders
as a whole. Accordingly, we recommend the Independent Board Committee to advise the
Independent Shareholders to vote in favour of the resolutions to be proposed at the EGM to
approve the Disposal and the Proposed CCTs and we recommend the Independent Shareholders
to vote in favour of the resolutions in this regard.

Yours faithfully,
For and on behalf of

Gram Capital Limited
Graham Lam

Managing Director

Note: Mr. Graham Lam is a licensed person registered with the Securities and Futures Commission and a
responsible officer of Gram Capital Limited to carry out Type 6 (advising on corporate finance) regulated
activity under the SFO. He has over 25 years of experience in investment banking industry.
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1. FINANCIAL INFORMATION OF THE GROUP

The audited consolidated financial statements, together with the accompanying notes to
the financial statements, of the Group for the years ended 31 December 2019 and 2020 and the
unaudited condensed consolidated financial information of the Group for the six months
ended 30 June 2021 are disclosed in the following documents which have been published on
the websites of the Stock Exchange (http://www.hkexnews.hk) and the Company
(http://www.grown-up.com):

Annual report for the year ended 31 December 2019 (pages 48 to 131):
https://www1.hkexnews.hk/listedco/listconews/sehk/2020/0428/2020042802636.pdf

Annual report for the year ended 31 December 2020 (pages 50 to 129):
https://www1.hkexnews.hk/listedco/listconews/sehk/2021/0428/2021042802332.pdf

Interim report for the six months ended 30 June 2021 (pages 4 to 20):
https://www1.hkexnews.hk/listedco/listconews/sehk/2021/0920/2021092000570.pdf

2. INDEBTEDNESS STATEMENT

As at the close of business on 31 October 2021, being the latest practicable date for the
purpose of the statement of indebtedness prior to the printing of this circular, the Group had
outstanding indebtedness comprising secured bank and other borrowings amounting to
HK$32,000,000, bank overdraft approximately amounting to HK$40,276,000 and lease
liabilities approximately amounting to HK$4,952,000 respectively.

The outstanding secured bank and other borrowings were secured by land and buildings,
pledged deposits, inventories and trade receivables and financial assets at fair value through
profit or loss owned by a subsidiary of the Group and the leases liabilities are secured by the
rental deposits respectively.

Save as aforesaid or otherwise disclosed herein, and apart from intra-group liabilities, the
Group did not, as at the close of business on 31 October 2021, being the latest practicable date
for the purpose of this indebtedness statement prior to the printing of this circular, have any
loan capital issued and outstanding or agreed to be issued, loans or other similar indebtedness,
liabilities under acceptance (other than normal trade bills) or acceptance credits, debentures,
mortgages, charges, finance lease or hire purchase commitments, guarantees or other material
contingent liabilities.

3. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material change in
the financial or trading position of the Group since 31 December 2020, being the date to which
the latest published audited financial statements of the Company were made up.
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4. WORKING CAPITAL SUFFICIENCY

After taking into account the financial resources available to the Group, including the
proceeds from the Disposal, the internally generated funds and currently available facilities
from its banks, the Directors, are of the opinion that the Group will have sufficient working
capital for its present requirements for at least the next twelve months from the date of the
publication of this circular.

5. FINANCIAL AND TRADING PROSPECTS OF THE GROUP

As disclosed in the annual report of the Company for the year ended 31 December 2020
and the interim report of the Company for the six months ended 30 June 2021, the abrupt and
rapid spread of the COVID-19 pandemic is expected to add to the woes, resulting from the
lingering PRC-U.S. trade conflict, which put pressure on the sales of the Group’s branded
products since 2019 and the Company expects that the recovery of the Group’s brand products
business (i.e. Disposed Business) will be on a slow growth trajectory and is not optimistic to
turn the business around in the short run.

Looking ahead, it is expected that the COVID-19 and the PRC-U.S. trade conflict will
continue to pose challenges to all industries. Although the Group are facing unpredictable
challenges and uncertainties, the Directors remain optimistic towards the business development
in the Remaining Business, which expands its supply chain and production on functional
products, including tool bags, sports bags, technical and medical related products in the last
two years, of which the demand is less impacted by the outbreak of the COVID-19. In
addition, the Group will monitor the business operations, control and reduce unnecessary
expenses so as to save costs.

The Company considers the entering into of the Sale and Purchase Agreement a good
opportunity to realise its loss-making business at an opportune time, so as to better allocate its
resources for and direct its focus on its business development in the Remaining Business and
to explore other business opportunities should such opportunities arise with the aim of
improving the financial performance of the Group as a whole.
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The following is the text of a letter and valuation report, prepared for the purpose of
incorporation in this circular received from Vincorn Consulting and Appraisal Limited, an
independent valuer, in connection with the valuation of the Target Company as at 30
September 2021.

Vincorn Consulting and Appraisal Limited 
21/F
No. 268 Des Voeux Road Central 
Hong Kong

7 December 2021

The Board of Directors

Grown Up Group Investment Holdings Limited
Flat D, 7/F, Block 2
Tai Ping Industrial Centre
55 Ting Kok Road, Tai Po
New Territories, Hong Kong

Dear Sirs,

Valuation of 100% Equity Interest of Grown-Up Licenses Limited

INSTRUCTIONS

In accordance with the instructions from Grown Up Group Investment Holdings Limited
(the ‘‘Company’’ or the ‘‘Group’’), we have undertaken a valuation assignment to express an
independent opinion on the market value of 100% equity interest (the ‘‘Equity Interest’’) in
Grown-Up Licenses Limited (the ‘‘Target Company’’) as at 30 September 2021 (the
‘‘Valuation Date’’). Our valuation work was performed subject to the assumptions and
limiting conditions described in this report.

This report outlines the purpose of valuation, premise of value and sources of
information; identifies the business appraised; describes the valuation methodology,
assumptions and limiting conditions; and presents our investigation, analysis and our opinion
of value.

PURPOSE OF VALUATION

The purpose of this valuation is to express an independent opinion on the market value of
the Equity Interest of the Target Company as at the Valuation Date. It is our understanding that
this valuation will be used by the directors and management of the Company for public
documentation purpose in relation to the Equity Interest of the Target Company.

We understand that our valuation report may be included in the Company’s public
document and disclosed to other parties including its directors, shareholders, auditors and the
Stock Exchange of Hong Kong Limited (the ‘‘Stock Exchange’’). Nonetheless, we will not be
liable to any parties other than the addressee of the valuation report.
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Vincorn Consulting and Appraisal Limited (‘‘Vincorn’’) assumes no responsibility
whatsoever to any person other than the directors and management of the Company in respect
of, or arising out of, the content of this report. If others choose to rely in any way on the
contents of this report they do so entirely on their own risk.

PREMISE OF VALUE

Our valuation has been prepared in accordance with the Business Valuation Standards
(First Printed 2005) published by the Hong Kong Business Valuation Forum and the
International Valuation Standards effective from 31 January 2020 published by the
International Valuation Standards Council, where applicable.

Our valuation is based on the going concern premise and conducted on a market value
basis. Market value is defined as the estimated amount for which an asset or liability should
exchange on the valuation date between a willing buyer and a willing seller in an arm’s length
transaction, after proper marketing and where the parties had each acted knowledgeably,
prudently and without compulsion.

OVERVIEW OF THE COMPANY AND THE TARGET COMPANY

Grown Up Group Investment Holdings Limited

The Group has been operating nearly three decades within the industry of designing,
developing, manufacturing and selling and distributing bags, luggage and accessories. The
Group’s products are mainly categorised into (i) private label products; and (ii) branded
products, which cater to kid, teen, sports, leisure, business, travel, technical and medical
related segments.

The business model of the Group has continuously evolved from a traditional Original
Equipment Manufacturing (‘‘OEM’’) manufacturer mainly based in the PRC, to a
comprehensive product manufacturer with multiple geographical manufacturing capabilities
rendering services combining OEM, Original Design Manufacturing (‘‘ODM’’) and Original
Brand Manufacturing (‘‘OBM’’). Leveraging on the Group’s design and development
capabilities and manufacturing knowhow, the Group has been able to ensure a stable and
quality supply with product design optimisation to the Group’s diverse and global customer
portfolio which consists of private label customers, distributors, wholesalers and retailers.

Grown-Up Licenses Limited

The Target Company is a wholly owned subsidiary of the Group. The principal activity of
the Target Company and its subsidiaries is the licensing and trading of bags and luggage under
the brand CAT, Lego and New Balance, and the distribution of the licensed and brand products
worldwide.
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SCOPE OF SERVICES

This engagement involved an analysis of the Target Company as at the Valuation Date. In
undertaking this valuation assignment, we have conducted the following steps to evaluate the
reasonableness of the adopted bases and assumptions provided by the management of the
Company and/or the Target Company or their representatives (hereinafter referred to as the
‘‘Management’’):

. Conducted meeting(s) and/or discussion with the Management;

. Obtained the relevant financial and operational information related to the Target
Company and its business;

. Performed market research and obtained statistical data from public sources;

. Examined all relevant bases and assumptions of both the financial and operational
information related to the subject matter, which were provided by the Management;

. Conducted valuation of the subject matter using the respective standards of value
that are most appropriate;

. Documented the result of our findings in this valuation report.

SOURCES OF INFORMATION

In conducting our valuation of the Equity Interest, we have considered, reviewed and
relied upon the following key information provided by the Management and the public.

. The nature, background and development of the Target Company and relevant
information;

. The audited financial Statements of the Target Company for the year end 31
December 2018, 31 December 2019 and 31 December 2020;

. The unaudited management accounts of the Target Company as at 30 September
2021;

. Bank loan document entered into between the Target Company and Nordea Danmark,
Filial Af Nordea Bank Abp, Finland;

. License agreements entered into between the Target Company and Lego, CAT, New
Balance and Bag King respectively;

. Rental agreement of the office located in Beijing; and

. S&P Capital IQ database and other reliable sources of market data.
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We have held discussion with the Management and conducted research from public
sources to assess the reasonableness and fairness of the information provided. We have no
reason to doubt the truth and accuracy of the information provided to us by the Management,
and we have relied to a considerable extent on the information provided in arriving at our
opinion of value.

VALUATION METHODOLOGIES

There are three generally accepted approaches to assess the market value of the Equity
Interest, namely the market approach, the asset-based approach, and the income approach. Each
of these approaches is appropriate in one or more circumstances.

Market Approach

Market Approach values an asset based on comparison with recent sales of similar assets
from market transactions, with adjustments made to the indicated market prices to reflect
condition and utility of the appraised asset relative to the market comparables. Although this
approach is widely used, the main difficulty with this approach lies with the lack of financial
information and full details regarding sales of similar assets.

The underlying theory of this approach is that one would not pay more than one would
have to for an equally desirable alternative. By adopting this approach, the valuer will first
look for valuation indication of prices of other similar business entities that have been sold
recently. The right transactions employed in analysing indications of values need to be sold at
an arm’s length basis, assuming that the buyers and sellers are well informed and have no
special motivations or compulsions to buy or to sell.

Asset-based Approach

The Asset-based Approach is based on the general concept that the earning power of a
business entity is derived primarily from its existing assets. The assumption of this approach is
that when each of the elements of working capital, tangible and intangible assets is
individually valued, their sum represents the value of a business entity and equals to the value
of its invested capital (equity and debt capital). In other words, the value of the business entity
is represented by the money that has been made available to purchase the business assets
needed.

This money comes from investors who buy stocks of the business entity (equity) and
investors who lend money to the business entity (debt). After collecting the total amounts of
money from equity and debt, and converted into various types of assets of the business entity
for its operation, the sum of such assets equals the value of the business entity.

From a valuation perspective, we will restate the values of all types of assets of a
business entity from book values to appropriate standards of value. After the restatement, we
can identify the indicated value of the business entity, or, by applying the accounting principle
‘‘assets minus liabilities’’, to arrive at the value of the equity interest of the business entity.
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Income Approach

Income Approach values an asset by reference to the capitalized value of income, cash
flows or cost savings that could hypothetically be earned or achieved by a market participant
owning the asset.

The principle of this approach is that the value of the asset can be measured by the
present worth of the economic benefits to be received over the assets life. This approach
estimates the future economic benefits and discounts these benefits to its present value using
an appropriate discount rate for all risks associated with realising those benefits.

Selection of Valuation Methodology

Among the three approaches, we considered that asset-based approach was more
appropriate for valuing the Target Company, given that participants would be able to recreate
an asset with substantially the same utility as the Target Company, without regulatory or legal
restrictions.

While useful for certain purposes, The Market Approach was not adopted in this case
because the Target Company had operating loss-making in FY2020 and FY2019, there were no
earnings multiples can be applied in the valuation analysis. The Income Approach was not
adopted because a lot of assumptions would have to be made and the valuation could be
largely influenced by any inappropriate assumptions made.

It has assumed that the market value of the Target Company will be equal to the sum of
each of the components of assets and liabilities are individually valued, their sum represents
the value of the Target Company. Since Income Approach and Market Approach are both
considered not appropriate, while the current value of the Target Company is considered to be
best represented by the net asset value of the Target Company, Asset Based Approach is
adopted in this valuation.

VALUATION ASSUMPTIONS AND RATIONALE

General assumptions

In determining the market value of the Equity Interest of the Target Company, a number
of general valuation assumptions have to be established. The general assumptions adopted in
this valuation included:

. There will be no material change in the existing political, legal, technological, fiscal,
foreign trade and economic conditions in localities where the Target Company
operates or intend to operate;

. The industry trends and market conditions in which the business is being operated
and which are material to revenue and costs of businesses will have no material
change;
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. There will be no material change in the current taxation laws in the localities in
which the Target Company operate or intend to operate and that the rates of tax
payable shall remain unchanged and that all applicable laws and regulations will be
complied with;

. There will be no material changes in interest rates or foreign currency exchange rates
from those currently prevailing;

. All relevant legal approvals and business certificates or licenses to operate the
business in the localities in which the Target Company operate or intend to operate
would be officially obtained and renewable upon expiry;

. The Target Company will retain competent management, key personnel, and
technical staff to support the ongoing operation of its business.

. We have assumed that there are no hidden or unexpected conditions associated with
the Target Company that might adversely affect the reported value.

ASSET-BASED APPROACH

The asset-based approach is based on the economic principle of substitution; it essentially
measures what is the net asset value as at the Valuation Date and how much it would cost to
replace those assets. Either one of the replacement value, liquidation value and adjusted net
asset value method is used to estimate the current market value of the business or its assets. In
this valuation, adjusted net asset value method is adopted.

Details of the statement of financial position of the Target Company as at 30 September
2021 were as follows:

Assets/(Liabilities) Book Value
Market
value

(HKD) (HKD)

Non-Current Assets
Property, plant and equipment 14,268 14,268
Right-of-use-asset 462,674 462,674
Intangible assets 21,652,813 21,652,813
Deferred income tax assets 4,560,929 4,560,929

Total Non-current assets 26,690,684 26,690,684
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Assets/(Liabilities) Book Value
Market
value

(HKD) (HKD)

Current Assets
Inventories 21,731,653 21,731,653
Trade and other receivables 28,266,180 28,266,180
Amounts due from fellow subsidiaries 23,233,532 23,233,532
Cash and bank balances 6,508,131 6,508,131

Total current assets 79,739,496 79,739,496

Total Assets 106,430,180 106,430,180

Non-Current Liabilities
License fees payable 7,391,470 7,391,470
Non-current lease liability 159,375 159,375

Total Non-current liabilities 7,550,845 7,550,845

Current Liabilities
Trade and other payables 7,705,987 7,705,987
Contract Liabilities — advance payment from customers 4,522,226 4,522,226
License fees payable 3,258,448 3,258,448
Tax payable 34,054 34,054
Amount due to holding companies 10,059,000 10,059,000
Amount due to fellow subsidiaries 3,649,799 3,649,799
Current lease liability 284,539 284,539
Bank overdrafts 38,940,158 38,940,158

Total current liabilities 68,454,211 68,454,211

Total Liabilities 76,005,056 76,005,056

Adjusted Net Asset Value 30,425,124
Market Value of 100% Equity Interest (rounded) 30,425,000

* Numbers may not add up due to rounding.
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Assessment on Assets and Liabilities

Assets

Property, plant and equipment

Property, plant and equipment is mainly referring to the furniture, fixture and office
equipment. These assets are purchased from external third parties on arm’s length basis and
have been depreciated in accordance with the Target Company’s depreciation policies. Its net
book value is considered to be fairly close to the respective market value as of the Valuation
Date.

Right-of-use-asset

Right-of-use assets represent the right to utilise the office located in the PRC under the
rental agreement, the Target Company amortise the right-of-use assets on a straight-line basis
from the lease commencement date to the end of the lease term. Its net book value is
considered to be fairly close to the respective market value as of the Valuation Date.

Intangible assets

Intangible Asset is mainly referring to the Goodwill (the ‘‘Goodwill’’) arising from the
acquisition of Berg Brand Management Aps and the License Rights (the ‘‘License Right’’) of
brand (i) CAT, (ii) LEGO, (iii) New Balance, and (iv) Bag Kings of the Target Company. For
the Goodwill, the Target Company tests Goodwill annually for impairment or more frequently
if there are indications that goodwill might be impaired, the last assessment date is 31
December 2020 and no impairment is recognised. For the License Rights, they are licensing
contracts entered into with the brand-holder by the Target Company in the capacity as licensee.
The Licence Rights are capitalised based on the upfront costs incurred and the present value of
guaranteed royalty payments to be made, the License Rights have been amortised in
accordance with the Target Group’s amortisation policies. The net book value of Goodwill and
the License Rights are considered to be fairly close to the respective market value as of the
Valuation Date.

Deferred income tax assets

It represents the unutilised tax losses of the Target Company and it can reduce the taxable
income in the future. The net book value is considered to be fairly close to the respective
market value as of the Valuation Date.

Inventories

Inventories mainly consisted of finished goods stored in Hong Kong, the PRC and
Denmark, according to the information provided by Management, provision will be made for
slow moving inventories, its net book value is deemed to have closely reflected its market
value.
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Trade and other receivables

Trade and other receivables are mainly referring to the income receivable from customers.
According to the audited financial statement of the Target Company for the year end 31
December 2020, such receivable balance has been assessed for expected credit losses in
accordance with the applicable financial reporting standards. Given the current in nature of the
account receivable, its net book value is deemed to have closely reflected its market value
without any discount or premium to be applied.

Amounts due from fellow subsidiaries

The balances with fellow subsidiaries and ultimate holding company are unsecured,
interest-free and repayable on demand. According to the Management, the balance will offset
with those amounts due to holding company and fellow subsidiaries, while remaining balance
will fully settle before the disposal transaction/deduct from the consideration of disposal
transaction.

Cash and bank balances

Cash and the bank balances represent liquid cash with no restriction nor limitation on its
usage, its book value is deemed to have fully reflected its market value.

Liabilities

License fees payable

License fees payable represents the present value of the contractual obligations of the
license fees. Subsequent to initial measurement, the license fees payable will be reduced for
license payments made and increased for interest cost. Its net book value is considered to be
fairly close to the respective market value as of the Valuation Date.

Lease liability

Lease liability represent the lease payable for the rental payment of offices in the PRC.
The Target Company measures the lease liability at the present value of the lease payments
unpaid at the commencement date. Subsequent to initial measurement, the liability will be
reduced for lease payments made and increased for interest cost on the lease liability. Its net
book value is deemed to have reflected its market value without any discount or premium to be
applied.

Trade and other payables

Trade and other Payable represents the payable to the supplier of the Target Company.
We have confirmed with the Management that such expenses are required to be settled within
one year’s period. Given the current in nature of the account payable, its net book value is
deemed to have reflected its market value without any discount or premium to be applied.
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Contract Liabilities — advance payment from customers

Contract liabilities represent the receipt in advance from customers, the Target Company
receives payments from customers based on billing schedule as established in contracts.
Payments are usually received in advance under the contracts with certain customers for sales
of bags and luggage. Considering the Target Company is able to fulfill contract orders under
normal circumstance, its net book value is deemed to have reflected its market value without
any discount or premium to be applied.

Tax payable

Tax Payable is the income tax payable to the relevant tax authorities within one year.
Given the current in nature of the tax payable, its net book value is deemed to have reflected
its market value without any discount or premium to be applied.

Amount due to holding companies/fellow subsidiaries

The balances with fellow subsidiaries and ultimate holding company are unsecured,
interest-free and repayable on demand. According to the Management, the balance will offset
with those amounts due from holding company and fellow subsidiaries, while remaining
balance will fully settle before the disposal transaction/deduct from the consideration of
disposal transaction.

Bank overdrafts

Bank overdrafts represent the working capital loan of the Target Company from Nordea
Bank in Denmark and repayable on demand, according to the management, the contract of the
bank loan are based on fair market conditions without any preferential terms, its net book
value is deemed to have reflected its market value without any discount or premium to be
applied.

CURRENCY

Unless otherwise stated, all monetary figures stated in this report are in Hong Kong
Dollars (HKD).

LIMITING CONDITIONS

Our valuation is confidential to you, for your sole use and for the specific purpose stated.
We will not accept responsibility to any third party in respect of its contents.

To the best of our knowledge, all data set forth in this report are reasonable and
accurately determined. The data, opinions, or estimates identified as being furnished by others
that have been used in formulating this analysis are gathered from reliable sources; yet, no
guarantee is made nor liability assumed for their accuracy.

We have relied to a considerable extent on information provided by the Management in
arriving at our opinion of value. We are not in the position to verify the accuracy of all
information provided to us. However, we have had no reason to doubt the truth and accuracy
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of the information provided to us and to doubt that any material facts have been omitted from
the information provided. No responsibilities for the operation and financial information that
have not been provided to us are accepted.

Our opinion of the market value of the subject in this report is valid only for the stated
purpose and only for the effective date of the appraisal. The valuation reflects facts and
conditions existing at the date of valuation and subsequent events have not been considered.
No responsibility is taken for any changes in the market conditions and no obligation is
assumed to revise this report to reflect events or change of government policy or conditions
which may occur subsequent to the date hereof.

No opinion is intended to be expressed for matters which require legal or other
specialised expertise or knowledge, beyond that customarily employed by appraisers. Our
conclusions assume continuation of prudent management of the Sale Assets over a reasonable
and necessary period of time to maintain the character and integrity of the assets valued.

CONCLUSION OF VALUE

In our opinion, on the basis of the information made available to us, the market value of
100% Equity Interest in Grown-Up Licenses Limited as of 30 September 2021 is reasonably
estimated at:

HKD30,425,000

(HONG KONG DOLLARS THIRTY MILLION FOUR HUNDRED AND
TWENTY FIVE THOUSAND)

This conclusion of value was based on generally accepted valuation procedures and
practices that rely extensively on the use of numerous assumptions and the consideration of
many uncertainties, not all of which can be easily quantified or ascertained. While we have
exercised our professional judgment in arriving at the appraisal, they are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which
are beyond the control of Vincorn. You are advised to consider with caution the nature of such
assumptions which are disclosed in this report and to exercise caution when interpreting this
report.
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We hereby certify that we have neither present nor prospective interests in the Company
or the value reported.

Yours faithfully,
for and on behalf of

Vincorn Consulting and Appraisal Limited

Freddie Chan
BBA-FIN (Hons)

CFA ACCA FRM MRICS RICS
Registered Valuer
Executive Director

Vincent Cheung
BSc(Hons) MBA FRICS MHKIS RPS(GP)

MCIREA MHKSI MISCM MHIREA
Registered Real Estate Appraiser and

Agent PRC
Managing Director

Notes:

Mr. Vincent K.C. Cheung is a fellow of the Royal Institution of Chartered Surveyors, a member of the Hong Kong
Institute of Surveyors, a Registered Professional Surveyor (General Practice) under the Surveyors Registration
Ordinance (Cap. 417) in Hong Kong Special Administrative Region (‘‘Hong Kong’’), a member of China Institute
of Real Estate Appraisers and Agents, a member of Hong Kong Securities and Investment Institute, a member of
Institute of Shopping Centre Management, a member of Hong Kong Institute of Real Estate Administrators and a
Registered Real Estate Appraiser and Agent People’s Republic of China. He is suitably qualified to carry out the
valuation and has over 23 years of experience in the valuation of properties of this magnitude and nature in the
subject region. Mr. Cheung is one of the valuers on the ‘‘list of property valuers for undertaking valuation for
incorporation or reference in listing particulars and circulars and valuations in connection with takeovers and
mergers’’ as well as a Registered Business Valuer of the Hong Kong Business Valuation Forum.

Mr. Freddie W.T. Chan is a CFA® charterholder, an Association of Chartered Certified Accountants (ACCA®)
charterholder a FRM® charterholder, a Member of the Royal Institution of Chartered Surveyors (MRICS®) and
Registered Valuer of the Royal Institution of Chartered Surveyors, who expertizes in corporate and intangible
valuation sector. He has over 12 years of professional experiences in banking, finance, corporate advisory and
valuation experiences. His experience on valuations covers Hong Kong, Mainland China, Australia, United States,
Europe and other overseas countries.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose
of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief, the information contained in
this circular is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement in this circular
or this circular misleading.

2. DISCLOSURE OF INTERESTS

(a) Directors’ and chief executive’s interests and short positions in the securities of
the Company and its associated corporations

As at the Latest Practicable Date, the interests and short positions of the Directors
and the chief executive of the Company in the Shares, underlying Shares or debentures of
the Company and its associated corporations (within the meaning of Part XV of the SFO)
which were required (a) to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the SFO); or (b) pursuant to
section 352 of the SFO, to be entered in the register referred to therein; or (c) were
required, pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the ‘‘Model Code’’) to be notified to the Company and the Stock Exchange, were
as follows:

Long position in the Shares

Name of Director
Capacity/Nature of
interest Number of Shares

Approximate
percentage of

interest

Mr. Berg (Note) Interest in a controlled
corporation

510,000,000 (Note) 51%

Note: Mr. Berg is deemed to be interested in 510,000,000 Shares held by GPG, a company indirectly
owned as to approximately 88.7% by Mr. Berg.
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Long position in the shares of the associated corporation

Name of Director
Name of the associated
corporation

Number of
shares held in
the associated

corporation

Approximate
percentage of
shareholding

in the
associated

corporation

Mr. Berg (Note 1) GPG 8,870 88.7%
Mr. Henriksen (Note 2) GPG 1,130 11.3%

Notes:

1. The aggregate 8,870 shares of GPG which Mr. Berg is interested consist of (i) 5,515 shares of
GPG held by Berg Group; (ii) 2,338 shares of GPG held by Elect Lead; and (iii) 1,017 shares of
GPG held by Easy Achiever.

2. 1,130 shares of GPG is held by RHS.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors nor
the chief executive of the Company had or was deemed to have any interests or short
positions in the Shares, underlying Shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO) (i) which were
required to be notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO); or (ii) which were required to be
entered in the register referred to therein pursuant to section 352 of the SFO; or (iii) were
required, pursuant to the Model Code to be notified to the Company and the Stock
Exchange.
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(b) Substantial Shareholders and other persons’ interests in Shares and underlying
Shares

As at the Latest Practicable Date, so far as any Directors are aware, the interests or
short positions owned by the following parties (other than the Directors or chief
executives of the Company) in the Shares or underlying Shares or debentures of the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO or which were
recorded in the register of the Company required to be kept under section 336 of the SFO
were as follows:

Name of shareholder
Interest in a controlled

corporation
Beneficial

owner

Approximate
percentage of

interest

Berg Group (Note 2) 510,000,000 (L) (Note 1)
— 51%

GPG (Note 2)
— 510,000,000 (L) (Note 1) 51%

Notes:

1. The letter ‘‘L’’ denotes the person’s long position in the Shares.

2. GPG is owned as to 55.2% by Berg Group.

Save as disclosed above, as at the Latest Practicable Date, no person (other than the
Directors or the chief executive of the Company) had the interests or short positions in
the Shares or underlying Shares or debentures of the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which were recorded in the register of the
Company required to be kept under section 336 of the SFO.

3. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed
service contracts with the Company or any member of the Group which would not expire or
was not determinable within one year without payment of compensation, other than statutory
compensation.

4. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors and his respective close associates
had any interests in any business apart from the Group’s business which competed or might
compete, either directly or indirectly, with the business of the Group.
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5. QUALIFICATION AND CONSENT OF EXPERTS

The followings are the qualification of the experts who have given opinion or advice
which are contained in this circular:

Name Qualification

Gram Capital Limited A licensed corporation to carry out Type 6 (advising
on corporate finance) regulated activity under the SFO

Vincorn Consulting and
Appraisal Limited

Independent Valuer

Each of the above expert has given and confirmed that it has not withdrawn its written
consent to the issue of this circular with the inclusion herein of its letter, report, advice,
opinion and/or references to its name in the form and context in which they respectively
appear.

As at the Latest Practicable Date, the above experts did not have any shareholding in any
member of the Group or the right (whether legally enforceable or not) to subscribe for or to
nominate persons to subscribe for any securities in any member of the Group.

As at the Latest Practicable Date, the above experts did not have any interest, either
directly or indirectly, in any assets which have been since 31 December 2020 (being the date
to which the latest published audited consolidated financial statements of the Company were
made up) acquired or disposed of by or leased to any member of the Group, or were proposed
to be acquired or disposed of by or leased to any member of the Group.

6. LITIGATION

As at the Latest Practicable Date, so far as the Directors were aware of, none of the
members of the Group was involved in any litigation or claim of material importance and no
litigation or claim of material importance was known to the Directors to be pending or
threatened against any member of the Group.

7. MATERIAL CONTRACT

Save for the Sale and Purchase Agreement, there was no contract (not being contracts
entered into in the ordinary course of business) entered into by any member of the Group
within the two years immediately preceding the Latest Practicable Date, which is or may be
material.
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8. DIRECTORS’ INTEREST IN CONTRACTS AND ASSETS

As at the Latest Practicable Date, none of the Directors had any direct or indirect interest
in any assets which had been, since 31 December 2020 (being the date to which the latest
published audited financial statements of the Group were made up), acquired or disposed of by
or leased to any member of the Group, or were proposed to be acquired or disposed of by or
leased to any member of the Group.

As at the Latest Practicable Date, none of the Directors had any material interest, directly
or indirectly, in any contract or arrangement subsisting which was significant in relation to the
business of the Group.

9. MISCELLANEOUS

(a) The company secretary of the Company is Ms. Shut Ya Lai, who is a member of the
Hong Kong Institute of Certified Public Accountants.

(b) The registered office of the Company is situated at Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands.

(c) The head office and principal place of business of the Company in Hong Kong is at
Flat D, 7/F, Block 2, Tai Ping Industrial Centre, 55 Ting Kok Road, Tai Po, New
Territories, Hong Kong.

(d) The Hong Kong branch share registrar and transfer office of the Company is Tricor
Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

(e) This circular has been prepared in both English and Chinese. In the case of any
discrepancies, the English text shall prevail over the respective Chinese text.

10. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be published on the websites on the Stock
Exchange (http://www.hkexnews.hk) and the Company (http://www.grown-up.com) for a
period of 14 days commencing from the date of this circular:

(a) the letter from the Board, the text of which is set out on pages 6 to 23 of this
circular;

(b) the letter from the Independent Board Committee, the text of which is set out on
pages 24 to 25 of this circular;

(c) the letter from Gram Capital, the text of which is set out on pages 26 to 41 of this
circular;

(d) the Valuation Report, the text of which is set out in Appendix II to this circular;
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(e) the written consents referred to in the paragraph headed ‘‘Qualification and Consent
of Experts’’ in this appendix;

(f) the material contract(s) referred to in the paragraph headed ‘‘Material Contract’’ in
this appendix; and

(g) this circular.
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(incorporated in the Cayman Islands with limited liability)

(Stock code: 1842)

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

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the ‘‘EGM’’) of
Grown Up Group Investment Holdings Limited (the ‘‘Company’’) will be held at Flat D, 7/F,
Block 2, Tai Ping Industrial Centre, 55 Ting Kok Road, Tai Po, New Territories, Hong Kong
on Tuesday, 28 December 2021 at 10:00 a.m. for the purpose of considering and, if thought fit,
passing, with or without modifications, the following ordinary resolutions:

Capitalised terms used in this notice shall have the same meaning of those defined in the
circular of the Company dated 7 December 2021 to the Independent Shareholders (the
‘‘Circular’’) unless otherwise specified.

ORDINARY RESOLUTIONS

‘‘THAT

1. (a) the entering into of the Sale and Purchase Agreement dated 29 October 2021 as
defined and described in the Circular and all the transactions contemplated
thereunder, be and hereby approved, confirmed and ratified; and

(b) any one director of the Company (the ‘‘Director(s)’’) be and is hereby authorised for
and do all such acts, matters and things as he may in his absolute discretion consider
necessary, desirable or expedient for the purposes of or in connection with
implementing, completing and giving effect to the Sale and Purchase Agreement and
the transactions contemplated thereunder and to agree to such variation of the terms
of the Sale and Purchase Agreement as he may think in his absolute discretion
consider necessary or desirable.

2. (a) the Framework Supply Agreement to be entered into as defined and described in the
Circular and all the transactions (together with the Annual Caps) contemplated
thereunder, be and hereby approved, confirmed and ratified; and
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(b) any one Director be and is hereby authorised for and do all such acts, matters and
things as he may in his absolute discretion consider necessary, desirable or expedient
for the purposes of or in connection with implementing, completing and giving effect
to the Framework Supply Agreement and the transactions (together with the Annual
Caps) contemplated thereunder and to agree to such variation of the terms of the
Framework Supply Agreement as he may think in his absolute discretion consider
necessary or desirable.

By order of the Board
Grown Up Group Investment Holdings Limited

Thomas Berg
Chairman and executive Director

Hong Kong, 7 December 2021

Notes:

1. Any Shareholder of the Company entitled to attend and to vote at the meeting is entitled to appoint one or
more proxies to attend and on a poll, vote on his/her behalf. A proxy need not be a Shareholder of the
Company.

2. Where there are joint registered holders of any Share, any one of such persons may vote at the EGM, either
personally or by proxy, in respect of such Share as if he/she is solely entitled thereto, but if more than one or
such joint holders be present at any meeting personally or by proxy, that one of the said persons so present
whose name stands first on the register of members of the Company in respect of such Share shall alone be
entitled to vote in respect thereof.

3. In order to be valid, the form of proxy together with any power of attorney (if any) or other authority (if any)
under which it is signed or a notarially certified copy thereof, must be deposited at the Company’s share
registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong
as soon as possible and in any event not later than 48 hours before (i.e. no later than 10:00 a.m. on Sunday,
26 December 2021) the time appointed for holding the EGM (or any adjournment thereof).

4. For the purpose of determining the eligibility of the shareholders of the Company to attend and vote at the
EGM, the register of members of the Company will be closed from Wednesday, 22 December 2021 to
Tuesday, 28 December 2021, both days inclusive, during this period no transfer of Shares will be registered.
In order to qualify for attending and voting at the EGM, all share transfers accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong branch share registrar and transfer office, Tricor
Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than
4:30 p.m. on Tuesday, 21 December 2021, for registration.

5. If ‘‘extreme conditions’’ caused by super typhoons, typhoon signal No. 8 or above, or a black rainstorm
warning is in effect at 7: 30 a.m. on the date of the EGM, the meeting will be postponed. The Company will
post an announcement on its website (www.grown-up.com) and designated website of the Stock Exchange
(www.hkexnews.hk) to notify Shareholders of the date, time and place of the rescheduled meeting.

As at the date of this notice, 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.
Wong Kai Hing.
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